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Another eventful year marked by 
transformation and disruption is 
coming to an end. Businesses were 
forced to undergo change and redefine 
themselves in order to adjust to the new 
reality the pandemic and geopolitical 
developments brought upon them. 

We have decided to dedicate the last 
issue of the year to the topic of “Creativity 
and Change” and to review what the 
new business reality demands from 
companies in order to stay relevant. In 
this edition, we look into various aspects 
of creativity and change, ranging from 
change management and network-based 
innovation, to how Chinese technologies 
shape the environment for international 
firms. In our features section, Experts 
in Chinese law share recent legal 
developments and their impact on 
companies in China.

Ms. Olivia Helvadjian
Chief Editor  
& Senior Communications Manager

2021 was also a year of change for the 
Ticker: we rebranded the magazine, 
giving it a fresh new look, and 
reevaluated our content and formats 
to better tailor it to your needs. To stay 
on track with your expectations and 
continue providing you with valuable 
resources and market intelligence, we 
would like to ask you to fill out a short 
questionnaire. You can find the QR Code 
on the fold-out page. Your input is very 
valuable to us!

Looking into 2022, we are already working 
on next year’s topics, which we will share 
with you shortly. In the meantime, as 
always, please share, comment, discuss, 
offer suggestions, and contribute to our next 
editions of the German Chamber Ticker!

We wish you a happy and healthy holiday 
season, and hope you enjoy this issue.

CREATIVITY AND CHANGE

Olivia Helvadjian
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TEL. : 021-33678811*899 Email: info-china@leadec-services.com

Let Leadec help you understand your factories cost saving potential and discover 
where the opportunities are to improve.
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WHY GEOGRAPHY  
AND NETWORK-BASED 
INNOVATION 
ECOSYSTEMS ARE 
CRUCIAL FOR YOUR 
OPEN INNOVATION 
STRATEGY

Back in 2015, John Chambers, Executive 
Chairman of Cisco, said: “At least 40% of all 
businesses will die in the next 10 years… if 
they don’t figure out how to change their entire 
company to accommodate new technologies.” 

Jelte A. Wingender
Co-founder & CEO
Founders Lair

A recent study from McKinsey 
shows that over 80% of 
business executives believe 

that their current business models are 
at risk. It also mentioned that 84% 
think that innovation is crucial for 
their growth strategy. Yet only 6% 
of executives are satisfied with their 
innovation performance.

The drastic changes in technology 
adoption and innovation do not just eat  
the market share of mid-sized companies 
— they also knock heavily on the doors 
of giants. Over the next decade, over 
half of the companies listed on the S&P 
500 list will be replaced by new entrants. 
This means that some of today’s biggest 
brands will be replaced within a decade. 
Hard to imagine, right?

Out With the Old, in With the Tech 

→

COVER STORY China Business
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New technologies and players are 
entering traditional industries and 
disrupting the status quo. Fast-growing 
companies in the form of startups  
enter the market and shorten the life 
expectancy of their larger counterparts. 
These startup companies often come 
from unexpected backgrounds, surprising 
corporates in automotive, finance, energy, 
healthcare, and other industries.

However, most companies in the Fortune  
1000 list have established an open 
innovation concept in order to stay 
informed about possibilities. Over  
80 percent of the corporate executives  
are interested in knowing more about 
startups and exploring collaboration 
models or partnerships.

Intrapreneurship: Innovation 
Within Corporates 
The above-mentioned dynamics should 
be enough encouragement for large 
corporates to innovate. However, let us 
look into the various reasons corporates 
should spend money on innovation. 
 

First, and most importantly, corporates 
need to stay competitive in order to 
remain in their position of power, secure 
jobs, and please shareholders. 

 
Innovation is increasingly becoming 
a magnet for talent. If you try to hire 
the best AI engineers, but you cannot 

outcompete brand names like Tesla or 
Tencent, your company will have a hard 
time staying attractive for talents. 

Often companies dedicate a clear annual 
budget for innovation, without having a 
clear way to measure the impact. VPs are 
burning money solely because they have 
to spend it. If spending goes down, they 
will receive less in the coming years. This 
top-down approach is most common in 
corporate structures where executives are 
too fixated on their existing product or 
their solution to a problem that may not 
exist anymore. 

 
And finally, to solve real-world problems.  
Identifying people, companies, 
governments, or other stakeholders who 
have pressing issues and are willing to 
pay for a new solution. A good example 
of that is Ford: Back in the day, Henry 
Ford said: “If I had asked people what 
they wanted, they would have said faster 
horses.” Given the technology standard 
at that time, it was innovative to build a 
car to solve the problem of getting from 
A to B. Today, people still have the same 
problem, but instead of building a car, 
they provide a marketplace where you 
get a ride as a service, like Didi or Uber. 

Often companies dedicate a clear annual  
budget for innovation, without having a clear  
way to measure the impact. VPs are burning  
money solely because they have to spend it.

COVER STORY China Business Geography and Network-based Innovation
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Innovation can be problem-based, or 
solution-based. Startups or new entrants 
like Didi are able to capture massive 
market share or create new markets 
because they solve an existing problem 
in a new and more convenient way. 
Successful startups most often focus on 
problem-based innovation. Corporates, 
as mentioned earlier, are usually focused 
on solution-based innovation. They had 
done their part of innovation when they 
were young and growing. Now they  
are living from the margins of being  
a premium player in a traditional industry, 
having the best solution in the market. 
They feel secure, because it took decades 
to develop highly complex processes to 
develop these solutions. 

Inside Vs. Outside Innovation 
Innovation can be divided into two parts:  
inside innovation and outside innovation. 
Inside innovation is mostly focused 
on R&D expenditure. This is where your 
company majorly creates IP, processes, and  
new products. If you are more advanced 
and open, your organization also has 
established intrapreneurship programs, 
like Intel or Ericsson, where employees 
can develop new products or solutions 
using company resources, and sometimes 
even start new business lines or companies. 

Outside innovation - or open innovation 
- refers to partnerships, hackathons, 
prototyping, or investment. Partnerships 
can be with other companies in or adjacent 
to your own industry. Hackathons or 
Ideathons are short-term challenges where  
external teams or developers come together 
to create solutions for pre-defined 
problems. Prototyping or development 
of proof of concepts (POCs) is a common 

leadership and vision of a capable 
team, your open innovation strategy 
will not bear any fruits. When the team 
is unclear of its mission, the culture is 
closed and with limited capacity, and 
the team lacks capability, the output 
of the open innovation team will most 
likely lead to market research only. 

A positive example of a successful open 
innovation strategy is Walmart and 
the Food Security Innovation Pipeline. 
Walmart collaborates with other large 
corporates and thought leaders in the 
supply chain, agriculture, and FoodTech 
to solve problems in their industries. 
Together they source globally for startups 
to partner with and build POCs. The 
team fulfills the four aspects of clarity, 
culture, capacity, and capabilities. Their 
geography innovation ecosystem is  
not limited to the US and China — where  
their headquarters are located — and 
they have a well-established system  
to welcome startup recommendations.  
The optimization of geography and 
network has enabled them to forge 
successful innovation partnerships and 
create multiple prototypes. 

To conclude, innovation is crucial for 
corporates, and open innovation is an 

COVER STORY China Business

art that requires the right prerequisite in 
order to function. To foster innovation 
within the organization, companies 
should start with a problem — a clear 
problem provides purpose and direction, 
and helps drive the team to success. 
Companies should optimize their team for  
clarity, culture, capacity, and capabilities; 
Choose open innovation as a strategy to  
complement internal R&D efforts; 
Innovate without borders and maximize 
their innovation ecosystem; Be open  
to everyone, extend their circle of trust, 
and enable a larger network innovation 
ecosystem. If your company can  
achieve this, it will stay competitive and 
attractive for future talents. ■

Jelte A. Wingender is the CEO and  
Co-founder of Founders Lair,  
a marketplace that accelerates the world’s  
transformation to a decentralized and 
digital innovation ecosystem. Before 
becoming a founder of a technology startup 
in China, Jelte has advised Fortune  
500 companies on their open innovation 
strategies and startup collaborations.

Nearly every Fortune 500 company  
has developed its own open innovation  
program, some more successfully than  
others. The efficiency of these programs
depends heavily on the scope and reach
of geography and network innovation
ecosystems.

strategy to collaborate with startups. 
Investment can be a strategic or minority 
investment into emerging players who 
can become opportunities or threads in 
the future. 

The Role of Geography and 
Networks in Innovation Programs 
Nearly every Fortune 500 company has  
developed its own open innovation 
program, some more successfully than 
others. The efficiency of these programs 
depends heavily on the scope and reach 
of geography and network innovation 
ecosystems. A geography innovation 
ecosystem refers to where you are based, 
and where you look. Network innovation 
ecosystems are who you know and who 
you work with. 

If you focus too much on where you are  
located and only look at innovation partners  
near you, your innovation capacity is 
limited. This could mean that your HQ is in  
Berlin, so you look for startups in the city.  
However, the best startups and innovators 
are not necessarily based in Berlin, or 
even Germany. The same goes for your 
network — if you only focus on the ‘right 

You need to create a diverse culture.  
This means forming a team consisting 
of different nationalities, languages and 
cultural backgrounds to positively affect 
decision-making.

Geography and Network-based Innovation

people’ you know locally, you limit 
the pool of potential stakeholders and 
partners significantly. 

A problem-based approach toward 
innovation requires you to have a  
maximum reach, both in terms of 
geography and network innovation 
ecosystems. However, the bottleneck 
of this approach is trust. Trust is not 
scalable unless you create a system that 
helps you generate trust with more 
people. So how can you optimize your 
geographical innovation ecosystem? 

Expanding one’s network innovation 
ecosystem is tricky. You need to know the  
right people to solve a problem and extend  
your network of trust. You can accomplish 
a more efficient open innovation strategy 
by optimizing your team: 

First, you need to have clarity: clarity on  
what you want to innovate, what you wish  
to solve, resources you have to offer, people 
involved, and expected outcome. Second, 
you need to create a diverse culture. 
This means forming a team consisting of 
different nationalities, languages, and 
cultural backgrounds to positively affect 
decision-making. The culture needs to 
be open to trial and error and innovating 
without internal politics. The Mckinsey 
study mentioned above also showed that 
over 50 percent of corporate innovation 
leaders face the challenge of encouraging 
an internal culture of experimentation 
and innovation. 

Third, your open innovation team 
needs to have capacity. That means 
freeing them of other tasks and 
allowing them to focus on achieving the 
goals of the open innovation strategy. 
Too often, these departments are 
utilized for marketing and PR purposes, 
wasting away the innovation potential. 

Finally, the team needs to have 
the right capabilities. This one is 
not simple, as it requires finding 
professionals with an entrepreneurial 
mindset who feel comfortable in a 
corporate environment. Without the 
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CHINA 
TECHNOLOGY 
AND DATA 
REGULATIONS
A Changing Environment for International Firms

As China’s economy rapidly 
develops and technology 
becomes an ever-more  

important aspect of it, China’s policymakers 
have grown concerned about cyber  
security risks, leading to the development 
of a regulatory framework to mitigate such 
risks. The foundation of this approach 
is the Cyber Security Law of 2017.

As this regulatory framework continues to 
develop and mature, new requirements 
for cyber security, information security  
and, in some cases, specific requirements 

for products sold in China, are being 
introduced. As these regulations are  
intended to help China manage 
strategic technology risks, they are 
a priority for China’s policymakers. 
The regulations are transforming the 
way companies (both Chinese and 
international) use technology and 
handle information. Companies not 
only need to implement controls 
around technology and information, 
they also need to develop governance 
and compliance functions to ensure 
controls meet the new requirements. 

Jim Fitzsimmons
Principal
Control Risks

COVER STORY China Business
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The framework has reached a stage where 
international companies operating in 
China now need to adjust and adapt work 
processes to manage their compliance 
commitments. This affects virtually all  
industries and sectors, but there are specific 
considerations that manufacturers should 
be aware of. Compliance requirements 
are not limited to just operations and 
information — they may also extend 
into technology-related products and 
services that manufacturers provide to 
Chinese customers.

Understanding what these regulations 
are and adapting to their requirements 
will be central to the long-term success 
of firms in China, and for those selling 
technology into the China market. 
 
Regulating Technology in Operations 
As China looks to manage its cyber 
security risks, it expanded and formalized 
an earlier regulation called the Multi-Layer  
Protection Scheme (December 2019 
[MLPS]). The current version, 2.0, calls for 
all network operators (any organization 
operating a network of computers) to 
perform a self-assessment of their systems 
against cyber security risks. Depending 
on the output of that self-assessment, 
systems may be classified from level 
1 to level 5, with each level having 
increasingly complex and prescriptive 

cyber security controls requirements. 
Systems level 2 and above require an 
independent audit by a licensed audit 
firm. That audit will be reviewed and 
validated by the police, who will issue  
a certificate upon completion.  
 
China — much like other countries — 
is aware and concerned of the cyber 
security risks to operational technology 
(OT) systems. To address this, the 
MLPS does have a subset of control 
requirements for industrial control 
systems. For manufacturing processes 
involving hazardous materials or where 
an incident could have a broad impact, 
higher MLPS requirements are likely.

Impact on Operations: Compliance 
Program Development 
Most manufacturing firms are not 
subject to these kinds of technology 
regulations, and developing a compliance 
program specific to China is challenging.
Furthermore, the regulations are new,  
with little guidance on risk evaluation and 
system classification.

Manufacturing firms are quickly learning 
that MLPS compliance in China is  
a broad-based effort. It requires active 
participation not only from technology 
services teams, but also from legal, 
manufacturing and management teams. 

Moreover, The work is not restricted to 
the China-based offices: support from 
global and regional functions is needed 
to establish compliance and maintain 
it moving forward. Manufacturing firms 
in China should plan (and budget) for 
these growing compliance requirements, 
despite the current vague risk standards. 
These regulations are only expected to  
mature and expand over time. Establishing 
appropriate roles and responsibilities to 
comply with them is a necessity. 

Regulating Important Information 
With MLPS coming into effect in 2019,  
in 2021, China introduced a new directive 
focusing on regulating information. 
The Data Security Law (DSL) introduces 
broad requirements for handling  
information and, under some 
circumstances, establishes conditions 
for how that regulated information may 
be transferred outside of China. The 
intent of the DSL is to manage risks to 
China that may arise from the misuse of 
information that would affect national 
security and social stability.

The DSL focuses on three classes of 
information and sets requirements for 
two of them: “important” and “core” 
data. Unfortunately, there is little 
guidance on what would be considered 
“important” or “core” data. Generally, 

China — much like other countries — is aware 
and concerned of the cyber security risks to 
operational technology (OT) systems.

COVER STORY China Business China Technology and Data Regulations
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it is expected that information relating 
to central concerns of national security, 
social stability, and large volumes 
of personal data would fall into the 
“important” category. But specific 
guidance is only expected to come when 
local and sectoral regulators release 
catalogs with more specific definitions.

This ambiguity and the potential for data  
associated with manufacturing or market 
conditions in China could create a 
compliance problem for manufacturing 
firms. The objective is to comply with the 
regulations, but developing internal 
guidelines might prove difficult without  
a clear definition. In some cases, companies  
may not be fully aware of the information 
they acquire, generate and process in 
China. This lack of insight into internal 
information processing may increase 
regulatory risks. 
 
The Data Security Law: Impact 
on Handling and Processing 
Information 
The extent to which the DSL could drive  
change in how manufacturing firms handle  
information remains unclear. But even as  
the ‘what’ of DSL-regulated information 
is vague, companies can — and should 
— start with the ‘how’ of compliance.  
 
Compliance with information regulation 
requires a clear understanding of 
the information a company acquires, 
generates and/or processes in China. 
Information that touches on certain 
strategic industries or may have a 
national security and/or social stability 
impact is the most likely to be classified 
as important. As clear guidance remains 
unavailable and regulatory oversight 
remains in flux, manufacturing firms in 
those sectors need to focus on developing 
strong governance over information. 
 
No matter the scope of the regulatory 
definition of important data (or core 
data), manufacturing firms will need 
to be able to demonstrate either that 
it isn’t acquired/processed or that any 
acquisition/processing of it is done 
in a secure manner. Either approach 

requires a governance program based 
on effective data classification,  
a comprehensive understanding of what 
information the company has, and an 
ability to match regulatory requirements 
for information to functional controls.

Regulating Personal Information 
The Personal Information Protection Law 
(PIPL) is more straightforward in that it 
creates a broad framework governing 
how personal information (and sensitive 
personal information) should be acquired, 
processed and transferred. It is not 
dissimilar from regulations and standards 
such as the European Union’s General 
Data Protection Regulation (GDPR) or 
Singapore’s Personal Data Protection Act 
(PDPA). However, China does have more 
requirements for explicit consent from the 
individual (or data subject) on the use and 
transfer of their personal information. 
 
The PIPL is broad and comprehensive 
and requires strong oversight of 
personal information. While many global 
firms comply with similar regulations 
in other countries, PIPL compliance 
requirements need to be met in China. 
That starts with China-specific policies 
governing the information, processes, 
and procedures for risk management, 

and the appropriate handling of security 
controls for this information. 
 
In some cases, at a volume level measured 
in the hundreds of thousands of records, 
personal information may be considered 
as important data. As China considers 
personal information a national security 
concern, the acquisition and transfer 
of large volumes of data are sure to be 
targeted for close regulatory oversight. 
The most important consideration is what 
volume of the Chinese public’s personal 
information a company acquires.

Managing Personal Data in China 
At the very first stage, all firms will need 
to update guidelines concerning the 
handling of personal information. That will 
include reviewing and updating consent 
for acquiring and processing personal data 
and establishing appropriate governance. 

If personal information acquired in China 
is transferred overseas, organizations 
should expect a complex registration and 
approval process. While this is still under 
development, a recent draft sets 100,000 
(or 10,000 sensitive personal information) 
records as the threshold for a review 
process. This is a critical concern for 
some organizations, and understanding 

and following the requirements will 
be an essential function for affected 
manufacturing firms. 
 
Regulating Products and Services 
For manufacturing firms selling into 
the China market, the new regulatory 
framework introduces requirements for 
the use of security technology. Critical 
infrastructure in China, roughly defined 
as services and operations vital to society 
(telecoms, power, water, finance, etc.), 
must now ensure that the technology it 
uses does not create cyber security risks. 
 
The new Security Protection Regulations 
on the Critical Information Infrastructure 
(CII) of September 2021 introduce cyber 
security risk assessments and reviews 
for the use of foreign technology. This 
expands on the foundational Cyber 
Security Law requirements of 2017 and 
will present challenges to manufacturing 
firms with customers in China’s CII sectors. 

A further complication is the new Measures 
for Security Vulnerability Management 
of Network Products. This regulation 
mandates the timely reporting of system 
vulnerabilities to Chinese regulators by 
manufacturers and vendors. Compliance 
with this requirement will require relevant  
manufacturing firms to review their internal 
product vulnerability management 
analysis and develop processes for formal 
reporting to the regulator.  
 
Impact on Sales 
International manufacturing firms 
whose products have security functions  
and/or are used in sensitive CII sectors 
should expect increased scrutiny on  
their products and operations. This may  
affect customers’ procurement processes, 
as they must ensure adhering to the 
regulatory requirements around  
cyber security.

Manufacturers should be aware that 
the criteria for evaluating their products 
in China are changing. Regulated and 
sensitive sectors will increasingly push 
vendors to explain how products can 
be deployed and used securely. It’s no 

COVER STORY China Business China Technology and Data Regulations

As China considers personal information  
a national security concern, the acquisition and 
transfer of large volumes of data are sure to be  
targeted for close regulatory oversight. 

longer sufficient to compete on quality: 
companies selling products in certain 
sectors in China must also compete 
around security. 
 
Conclusion 
As China views cyber security as another 
facet of national security, firms should be 
aware that these regulations are important 
and will be enforced. Companies operating 
in China or selling their products there 
need to adapt to these requirements 
or risk regulatory sanctions and losing 
market opportunities. ■

Jim Fitzsimmons is a Principal in the Cyber 
Security Consulting team responsible for 
managing and delivering complex security 
projects. His work with clients includes 
evaluating and mitigating the business 
risks of information and technology 
regulations, threat-led cyber security 
risk assessments, and supporting clients 
to manage cyber security incidents and 
crises. He is a specialist in helping firms 
manage technology regulation and cyber 
security risks in China. 

20 21



The ‘New Normal’ has transformed 
the need for change within 
organizations: digitalization and  

change management went from  
a ‘nice-to-have’ concept to an existential 
requirement for organizations looking  
to keep their competitive advantage.  
As the world embarks on a journey of slow 
recovery from COVID-19, many Chinese 
organizations have already written their 
own success stories. 

The pandemic has proven to be a 
growth engine for innovation in China, 
showcasing China’s ambitions to 
transform into an innovation nation. With 
cutting-edge developments in AI, biotech, 
blockchain, and quantum technology, the 
country is well on its way to becoming an 
innovation powerhouse.

MASTERING THE ART
OF CHANGE How China Mastered the Art of Change 

Through Innovation, and How You Can 
Do the Same

Kanupriyha Singh
Regional Manager East China  
CPC Consulting

→
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How COVID-19 Became China’s 
Accelerator for Change
As Benjamin Franklin once said — out  
of adversity comes opportunity. Some 
of the greatest technological innovations 
of humankind came out of difficult 
times (such as drones, atomic energy). 
The COVID-19 crisis was no different, as  
organizations were forced to ask 
themselves the question: ‘How can we 
best navigate through this crisis and turn 
adversity into opportunity?’ While some 
countries are still adjusting to the new 
normal, Chinese organizations have done 
a phenomenal job of not only adopting 
innovative trends, but also aligning them 
with the overall business strategy. This 
allowed companies the much-needed 
flexibility to pull different levers from 
different parts of their businesses and  
use them to their advantage. Having 
a clearly-defined innovation strategy 
enables organizations to rethink, redefine 
and refocus their value proposition to 
better serve their customers.

Chinese organizations are known to thrive 
in times of competition, uncertainties 
and changes. This has been proven by 
research done across industries and 
trends. Chinese textile producers working 
in the textile manufacturing industry,  
for example, are known to be resilient and  
adapt to challenging situations faster 
than their competitors. It is fair to assume 
that Chinese manufacturers have been 
preparing for a volatile new reality 
for several years by fast-tracking 

digitalization. Moving to e-businesses has  
allowed many textile companies, including  
small manufacturers from smaller cities, 
to capture the benefits of e-commerce 
while bypassing the middleman and 
reaching the consumer directly. Through 
AliExpress and Amazon, Chinese 
manufacturers have found a way to sell 
directly to overseas buyers.

Ideal, a traditional jeweler brand from 
Shenzhen, is another great example. 
Ideal’s business model focused on 
brick-and-mortar outlets. When the 
pandemic hit, they were among the 
first to develop a digital warehouse and 
launched an initiative called ‘Thousand 
People, Thousand Stores.’ Employees 
and franchisees were given tools to 
livestream from their own homes, 
selling products tailored to their regions. 
Using the brand’s nationwide stock, 
each ‘livestream broadcaster’ manages 
their own ‘store.’ With this move, Ideal not 
only digitalized its business overnight: 
It upskilled and transformed its 
employees from sales associates to 
livestream broadcasters. By offering the 
livestreamers commissions of 10% to 
50% (compared to the previous 3%), the 
company encourages a more aggressive 
sales strategy, and has successfully 
transformed its business model through 
innovative techniques.

China is seeing a new wave of businesses 
that blend various forms of social media, 
entertainment, and commerce to reach 

more consumers than ever before. So 
why are other countries still struggling 
to digitalize simple services?  

Why is Change So Challenging?
While Chinese enterprises mastered 
the art of agility and change well 
before COVID-19, many organizations 
worldwide were forced to transition 
overnight due to the pandemic. It 
is not surprising, then, that many 
found it particularly challenging to 
embrace change: the truth is, change is 
uncomfortable. It demands a conscious 
effort to trigger a behavioral change 
and a mindset shift. Change requires 
time, effort, a different mindset, and 
an understanding that the transition 
will deliver greater benefits than the 
current situation. Furthermore, most 
organizations are not built for change:  
they are constructed to endure the 
challenges the market throws at them. 

A typical announcement of change is 
usually met with an emotional reaction, 
ranging from shock to anger and 
resistance and is intended toward 
emotional acceptance and embracing 
of change. A well-intended business 
transformation effort can fail if it lacks 
a complimentary change management 
strategy and the required framework to 
support that change. A carefully-crafted 
change management plan is key for 
companies looking to take the employees 
from a state of shock and anger to 
becoming ‘Drivers of Change.’

Bringing the Need for Change to the 
Frontline
At CPC, change management is defined 
as an integrated approach, aiming to 
successfully transform organizations 
by focusing on their people. It is an 
end-to-end methodology that requires 
dedicated resources (financial and 
personnel), leadership commitment, 
and a fully equipped toolkit to establish 
a solid foundation for transformation 
within an organization. Change 
management frameworks can be 
applied across different domains and 
situations. For example: 

• Implementing a new technology
• Undergoing leadership changes
• Executing a new business strategy
• Redefining processes
• Changing the company culture 
• Introducing new ways of working /   
 doing things 
• Changing the way employees learn  
 in an organization 
 
During the change process, leadership 
commitment is essential. As such, a key 
question to ask is : how can leaders 
ensure a smooth transition from ‘as-is’ to 
‘to-be’ situations and build sustainable 
organizations through a robust change 
management framework application? 

There are various facets to the leadership’s 
involvement in change management. One 
of them is communication. An impactful 
change story is a powerful communication 

China is seeing a new wave of businesses that blend  
various forms of social media, entertainment, and  
commerce to reach more consumers than ever before.

Mastering the Art of Change

→
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tool that includes the ‘What,’ ‘Why,’ and 
‘How’ of change, and prepares ‘Change 
Adapters’ — i.e., employees impacted 
by change — for the journey ahead. 
According to recent studies, storytelling is  
a powerful medium for creating a personal  
connection with the end-users and 
mobilizing change. Storytelling is central for  
infusing meaning into the expected change 
— allowing change adapters to fill out  
the blanks and visualize the road ahead. 

As such, having an effective change 
management methodology and toolkit 
provides a solid foundation to build  
a sustainable change solution. 

Finally, an empathetic leadership outlook 
is required. Executing change requires the 
efforts and dedication of the entire team. 
It requires diligence and key behavioral 
competencies from a change manager 
leading an end-to-end change engagement 
and utilizing key change management 
tools along different project phases. ■

Kanupriyha Singh is the Regional 
Manager East China at CPC, helping 
organizations and teams pivot to the 
‘new normal’ by assisting them to build  
their digital workforce capabilities through 
her global management consulting and 
project excellence experience. With deep 
expertise in people-centered change 
management and organizational 
development areas, she has held  
a keen focus on building the ‘Workforce 
of the Future’ for clients across the 
globe, including Singapore, Australia, 
USA, India, and the UK from various 
industries — helping their employees 
adopt newer technologies successfully. 

Kanupriyha holds a post-graduate 
diploma in Strategy and Innovation, 
SAID Business School, University of 
Oxford. She is certified in ‘Leading with 
Analytics and Artificial Intelligence’ 
program from Northwestern University, 
‘Certified Associate in Change 
Management’ from TÜV Rheinland, 
Trained in ‘Basics of Consulting’, 
Accenture Management Consulting 
School, Chicago, Trained in ‘FORM  
and Design Methodology,’ Accenture 
Management Consulting School, India 
and Trained in ‘Strategic Account 
Management’ from Project Management 
Institute, India. 

CPC Management Consulting has been  
a driver of impactful transformation  
by helping clients embark on a change 
journey for many years. The company 
has extensive expertise in helping 
clients from different industries thrive in 
changing market dynamics.

Mastering the Art of Change

According to recent studies, storytelling is a powerful 
medium for creating a personal connection with the 
end-users and mobilizing change.
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Hotter heat waves, drier droughts, 
bigger storm surges, melting 
glaciers: Global warming has 

become one of the most significant 
challenges of our times. Solving this crisis 
is topping the agenda of both the public 
and the private sector, as we look to 
safeguard our and future generations. 

Following the 2015 Paris Agreement, 
countries are setting roadmaps to reach 
carbon neutrality. During the recent  
UN Climate Change Conference (COP26) 
held in the UK, world leaders have called  
for more decisive action and closer 
collaboration to tackle the climate challenge 
and contribute to a carbon-neutral world. 
China and the US, the world’s two largest 
greenhouse gas emitters, have pledged 
to act in a joint declaration to boost climate 
cooperation over the next decade.

This call to action is not merely at the 
government level: the creativity of each  
company and individual plays a key role  
in making real change. It means 
entrepreneurship and accepting change, 
experimenting with new ways to tackle 
the challenges we face, and doing 
everything possible to avert disaster. 

CREATING  
A CARBON-NEUTRAL 
WORLD THROUGH 
CHEMICAL  
INNOVATION

Raising Awareness on Sustainability 
in China 
Over the past decade, Chinese consumer 
behavior has shifted, as consumers pay 
more attention to sustainability. The 
Chinese government has also been driving 
significant changes in domestic legislation 
and law enforcement on sustainability and  
environmental protection across industries,  
proving the country’s determination to 
transition toward climate neutrality. 

In 2016, China published its “National 
Action Plan on Implementation of the 2030  
Agenda for Sustainable Development.”  
In 2020, President Xi Jinping announced 
the country’s goals to reach carbon 
peaking by 2030 and carbon neutrality by 
2060. In 2021, the National Development 
and Reform Commission (NDRC) announced 
the country’s 14th Five-Year Plan, 
specifying that China would implement 
a sustainable development strategy 
and promote a green economy and 
society. Recently, the State Council has 
rolled out its “Action Plan for Carbon 
Peaking by 2030”, including reducing 
waste, promoting renewables and 
unconventional fuel, and reforming its 
electricity network. 

Dr. Bradley Morrison
Senior Vice President 
BASF
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Plastic pollution — also known as ‘White 
Pollution’ — has been the focal point of  
environmental protection efforts, 
mainly due to unmanaged consumer 
behavior. In 2019, China produced 63  
million tons of plastic — a great amount 
which ended up in plastic waste. At the  
beginning of 2020, the government has  
issued the “Opinions on Further 
Strengthening the Control of Plastic 
Pollution” as a guiding document putting 
forward a clear development strategy 
and roadmap for China to strengthen 
plastic pollution control. Solutions to 
circular plastics are in the works, such 
as bio-based or biodegradable materials 
and new recycling technologies. 

The energy challenge is also among 
the most important and difficult ones 
confronting the world today. The power 
generation industry is transitioning to  
a new energy model. In September 2021, 
China announced its “Dual Control of 
Energy Consumption Policy” on energy 
consumption and energy intensity; 
NDRC approved the Implementation 
Scheme of Renewable Electricity Pilot  
Trade. Meanwhile, infrastructure and  
facilities for renewable energy generation 
are expected to be robust and durable.

Chemical and Material Innovation 
Empowers Transformation of 
Industries
As the world embarks on a journey  
to a low carbon, sustainable future,  
the business sector must play a role in 
it. Implementing innovative technologies, 
processes, and economic models on  
the corporate level will be a climate 
game-changer. 

The chemical industry is a great example: 
this industry is centuries old, yet keeps 
innovating and transforming to make  
life healthier and more sustainable. 

There would be no low-carbon future 
without materials, products, and 
innovation from the chemical industry. 
Without innovative battery materials, 
there would be no electric vehicles; 
no energy-efficient buildings without 
innovative insulation materials;  
no wind turbines or solar panels without 
chemical components making them 
robust and durable. 

Chemical production is energy and CO2-
intensive, while products and solutions 
offered by chemical companies are 
essential raw materials applied in all 
downstream industries; therefore, carbon 
neutrality in the chemical industry is 
imperative, and innovating the chemical 
process for petrochemicals is critical. 

For example, hydrogen is a vital raw 
material for producing fertilizers, fuels,  
and many other chemicals. It is also 
believed to be the key for future greening  
steel production and mobility. Innovative 
new technologies such as methane 
pyrolysis powered by renewable electricity  
contribute to greening hydrogen production  
and help transition to a carbon-neutral 
world. Greenhouse gases such as CO2 and 
methane can even be used as raw materials 
during chemical production.

The chemical industry could also hold  
the key to tackling white pollution. Large  
quantities of plastic waste, which currently 
cannot be recycled, could be transformed 
into renewable resources using cutting-
edge chemical technologies. Bio-based 
or biodegradable materials could reduce 
fossil raw materials and contribute to 
responsible consumption and recycling, 
ultimately leading to a world free of 
plastic waste. 

Green innovation can often be found 
at the core of businesses. The need for 

For the automotive industry, China started 
implementing the new emission standard 
‘China VI’ for light-duty cars in key cities in 
July 2019, then considered one of the most 
stringent emission standards in the world. 
Chinese car owners are also demanding 
cleaner and more efficient vehicles, with 
lower or even zero emissions, lighter 
weight, and sustainable paint. 

The construction industry plays a vital 
role in society, but it is also an energy 
guzzler. Buildings already account for 
one-third of energy consumption in 
metropolises worldwide — not to mention 
the construction of infrastructure across 
China. The country is promoting durable 
and energy-efficient infrastructure that 
requires fewer resources for maintenance 
and has a smaller ecological footprint. 

Creating A Carbon-neutral World  
Through Chemical Innovation

Plastic pollution — also known as ‘White 
Pollution’ — has been the focal point of 
environmental protection efforts, mainly 
due to unmanaged consumer behavior.

Green innovation can often be found 
at the core of businesses. The need for 
carbon neutrality is shared by many 
industries, and will become the driver of 
new business models and markets.  
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carbon neutrality is shared by many 
industries, and will become the driver 
of new business models and markets. 
Inter-regional electricity transmission 
of renewable energy from sources like 
offshore wind parks is another example. 
It will replace fossil-based power so  
that the chemical industry will no longer  
use steam and combustion to drive 
machinery, turbines, and reactions, but  
will innovate new processes that can utilize 
electricity directly. Such a fundamental  
transformation of the industry will also 
require significant investment. 

Increasing the use of renewable energy in 
economically competitive conditions will 
green the chemical production. Chemical 
companies in China are actively joining 
the Renewable Direct Power Purchase 
(R-DPP) pilot trade, while simultaneously 
establishing solar photovoltaic →
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applications. They run pilot projects 
with innovative technologies across 
the value chain, advancing solutions 
that reduce and eliminate mismanaged 
plastic waste and contribute to a plastic 
circular economy. They hope to make the 
carbon footprint of products and services 
transparent to customers and achieve 
carbon-neutrality goals, which will drive 
innovation across the value chains.

Conclusion 
In order to accelerate the transition to  
a carbon-neutral world, companies must  
act now. Pioneering companies — including 
chemical companies like BASF — are already 
addressing the crisis and the needs of their 
vendors and customers. They have been 
committed to sustainability for decades, 
and have put climate protection as an 
essential part of the company strategy. 

Inspired by solving significant problems 
such as global white pollution and global 
warming, companies need to align 
corporate goals with sustainability and  
embed them into business operations and 

business solutions. This transformation 
requires enormous creativity and 
enthusiasm to achieve. To start on this  
net-zero journey, companies must cultivate 
a change of mindset and behavior within 
the organization: employees should be 
encouraged to contribute to a cleaner 
planet through changing habits and 
volunteer activities. 

With entrepreneurial courage, innovative 
power, and new technologies, chemical 
innovations can lead the way to make 
carbon neutrality a reality. With cross-
industry and sector collaborations — along 
with the efforts of each individual — a cleaner, 
more sustainable way of living will 
become a reality. ■

Dr. Bradley Morrison has been the 
Senior Vice President of BASF Group 
since 2013. Dr. Morrison is in charge of 
operations and site management in 
Greater China. He began his career at 
BASF in Germany as a post-doctorate 
in 1993. Over the past 30 years, he has 
worked at diverse positions in research, 
marketing, business, site management, 
product and supply chain management 
in BASF, with rich cross-regional/cultural 
experience in Europe, Australia, and Asia. 
Dr. Morrison holds a Ph.D. in Physical 
Chemistry from the University of Sydney.

Inspired by solving significant problems 
such as global white pollution and  
global warming, companies need to align 
corporate goals with sustainability and  
embed them into business operations  
and business solutions.

Successful businesses around the world invest in their brand and communication.  
Even the best of the best still diligently put care into their brand to maintain their position. 
So how do you invest in yours?

We are an ideas-driven and business-focused brand design studio. We work with companies 
and organizations of all scales and verticals. We strategize a brand’s roadmap, create 
compelling content and craft it into practical applications that speak to your audience; 
graphic design, physical, digital, audio, and social.

matter-sh.com new business lyla@matter-sh.com

Project & Clients FujiXerox, Le Saffre, Base Properties China, Sony America, ExxonMobil, Singapore Airlines, 
Armani-Casa, JP Morgan Investment, ArtBasel Hong Kong, SAP, SAIC-General Motors,  Mercedes Benz,  
Media Markt, Green Initiatives, Allbirds, Lululemon, The German Chamber of Commerce Shanghai.
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Ivy Wong
Co-founder
Diversity and Inclusion 
Consulting (DNIC)

DEI IN THE
WORKPLACE

COVER STORY More than a Market

Diversity, Equity, and Inclusion (DEI) is still 
a new concept to many in China, even for 
multinational companies that have their 
headquarters driving and championing DEI 
in Europe, the US, and globally. 

E Q U A L I T Y

D I V E R S I T Y

I N C L U S I O N

When it comes to DEI in China, 
multinational companies 
generally adopt a cautious 

approach in addressing the topic, as they  
do not want to touch the invisible line. Local 
Chinese companies, on the other hand, 
often lack the appropriate vocabulary to 
start the conversation about DEI, let alone 
an adequate platform and environment to 
ask questions. 

Nevertheless, progress is making headway  
in a few aspects.

Last summer, China’s Ministry of Science 
and Technology and the All-China Women’s  
Federation revealed a series of initiatives  
to improve gender diversity in science,  
technology, engineering, and 
mathematics (STEM) industries. Many 
in China have welcomed this call with 
open arms, even though advocacy for 
women in STEM at the grassroots level 
has already been making progress in the 
workplace for a while.

With a burgeoning aging population  
in contrast with a slow increase in birth 
rate, there is a call by the national  
government for families to have more  
children to support the future workforce.  
During this decade, we will already 
witness up to five different generations 
working in a single company. Employees 
of these different generations are already 
experiencing the generation gap at  
the workplace, and companies are 
inclined to address this issue by 
introducing DEI to foster a more 
collaborative working environment. →
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THE CHALLENGES 

DEI is a relatively new concept for 
companies in China, and there are 
several misconceptions hindering the 
progress and promotion of DEI in China. 
Here are some examples:

Ticking the Box
Many companies in China see DEI as a 
matter of quota, usually citing the number 
of female participation or hiring of people 
with disabilities as the benchmark to the 
company’s inclusiveness. However, this  
is not true DEI, but a form of tokenism. The 
corporate culture and the environment 
would not improve drastically simply by  
hiring more women, more people with  
disabilities, or people of the silver 
generation (60 years or older). Without 
considering the systematic change within 
their hiring, promoting, and rewarding 
processes, people hired for the pure purpose 
of meeting the DEI quota would not feel 
supported, and gradually lose connection 
with their work and the company.  

Focusing on Short-Term Wins 
Instead of Long-Term Impact 
Another challenge for promoting DEI is 
that companies do not see the long-term 
value of it, focusing instead on short-term  
gains. For instance, HR colleagues would 
complain about the costs of hiring and  
training female engineers and technicians 
when they already have male peers excelling  
at the job. However, what they did not see 
is the long-term impact of having female 
technicians in the production process. 
The research speaks for itself: according 
to a white paper by Cloverpop, a diverse 
team at the workplace makes better 
decisions up to 87% of the time. 

Promoting Diversity and Inclusion is 
Not a Charitable Act
Many companies perceive DEI as part of 
their Corporate Social Responsibilities 

(CSR) or charitable initiatives, and hence 
put very little emphasis on driving DEI 
in the workplace. However, research 
conducted by Peking University in 2021 
showed that by having inclusive policies 
and benefits, employees are three times 
more likely to recommend the company 
to others, more likely to be open and 
engaged at work, and less likely to face 
discrimination. A truly diverse workplace 
will result in improved employee 
performance and increased company 
revenue. Therefore, companies should 
make D&I part of their human resources 
and business strategy and set aside  
a budget to drive change. 

HOW TO GET STARTED

Rope in Senior Management
Getting senior management to commit to 
DEI is the most crucial step in shaping the 
company culture. By incorporating DEI as 
part of the Key Performance Index (KPI), 
senior leaders are held accountable for their 
actions and communication concerning 
DEI. Senior executive sponsors play  
a critical role in driving and supporting 
DEI strategy locally. If the sponsor is  
a local Chinese, it would convey an even 
stronger message that DEI is not a western 
concept, but rather a part of the business 
strategy that is imperative for creating 
psychological safety in the workplace. 

Raise Awareness to DEI 
Educating local employees on the 
importance of DEI is the first step to 
understanding why the company should 
invest in this area. Basic awareness training 
can include content such as: why DEI is 
important in the workplace in China; its 
business value and both positive and 
negative impacts of DEI in the workplace 
in China, and more. Companies can also 
form focus groups for employees to share 
their experiences of being included or 
excluded in the workplace.  

Having commitment by senior management to DEI 
is the most crucial step in shaping the DEI culture 
of the whole company. By incorporating DEI as 
part of the Key Performance Index (KPI), senior 
leaders are held accountable for their actions and 
communication concerning DEI.

By listening to the lived experiences 
of their employees, companies can 
customize training workshops to better 
cater to the needs of their employees. 

Connect and Learn From Success 
Stories in China
Connecting with other companies is the 
best way to learn of the accomplishments 
and challenges of promoting DEI in China. 
There are various networks connecting 
DEI champions with the same goals.

Global Business and Disability 
Network
The Global Business and Disability 
Network (GBDN - China) is a business-
to-business network established by 14 
founding members and the International 
Labor Organization (ILO) in 2018 in Beijing. 

Ladies Who Tech
Ladies Who Tech was founded in 2016 in 
Shanghai with a mission to promote gender 
diversity in the STEM industries in China.  
As of 2021, the network has expanded to 11 
chapters across China, Asia, and Europe.

Intercompany Pride Network 
Since 2018, Diversity & Inclusion 
Consulting (DNIC) has been leading the 
Intercompany Pride Network, where 

companies can connect and exchange 
information on promoting inclusion for 
people with different sexual orientations 
and gender identities. 

CONCLUSION

The fact of the matter is, DEI already 
exists in our daily lives, especially in the 
globalization of businesses. Today, DEI 
is finally taking center stage, and its 
importance and benefits to businesses 
have been proven time and time again. 
Companies choosing to incorporate DEI 
into their business strategies are getting 
a head start on competing for talent and 
consumers.  All you need to do is take the 
first step. ■

Ivy Wong is the co-founder of Diversity 
and Inclusion Consulting (DNIC), advising 
companies on creating a diverse, equitable, 
and inclusive workplace in China. She is 
the recipient of Future Leader Award 
2021 from the American Chamber of 
Commerce Shanghai and was featured as 
one of the 300 Future Leaders in Tatler’s 
Gen T Asia list 2021.

DEI in the Workplace
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R&D 
IN  
CHINA

T he People’s Republic of China 
(“PRC”) has become one of  
the world’s most attractive 

destinations for Research and Development 
(“R&D”) investments. According to the  
statistics report on national R&D 
expenditures in 2020 issued by the National 
Bureau of Statistics, R&D expenditures 
continue to increase at an impressive rate 
of 10.2% and achieve the total amount 
of RMB 2439.31 billion in 2020. 

Foreign companies are setting up more and 
more R&D centers in the PRC as part of their 
strategy to ensure sustainable creativity 
and competitiveness of their products. 
 

What Companies Should 
Pay Attention to When 
Conducting R&D Locally

With the increasing number of 
Intellectual Property (“IP”) filings  
made in China every year, foreign 
companies are aware of the importance 
of securing and enforcing their respective 
IP rights for R&D results in China. According  
to news reports, the most popular 
emerging industries which show rapid 
growth in R&D include biomedicines, 
electric vehicles, information and 
communication technology, clean energy, 
and high-end manufacturing. 

In practice, foreign enterprises often 
cooperate with Chinese companies when 
carrying out R&D activities in China.

LEGAL UPDATES

→
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In such cases, it is of the utmost importance 
to reach an R&D agreement that meets 
the relevant legal and regulatory 
requirements under the PRC laws. R&D 
agreements involve a lot of legal issues to 
be aware of, such as: what kinds of R&D 
activities can be conducted by a foreign 
company in China; what is the default rule  
for the ownership of the relevant 
development results (e.g., patent rights 
and know-how) in China; how to exploit 
and license R&D results to third parties; 
what are the mechanisms in the event  
of a dispute between contract parties 
or in case of infringement of IP rights; 
and whether R&D data can be freely 
transferred cross-border.

Below, we selected ten common questions 
regarding R&D activities in China 

Topic 1: Are Your R&D Activities 
Permitted in China?
Carrying out R&D activities in China for 
a foreign company involves the import 
and export of relevant technologies. 
Such activities are subject to the 
PRC Foreign Trade Law (“FTL”), the 
PRC Regulations on Administration of 
Technology Import and Export (“TIE 
Regulations”), and the PRC Export Control 
Law (“ECL”), and regarded as technology 
import or technology export. Although 
China encourages the import of advanced 
and appropriate technologies and the 
export of well-developed industrialized 
technologies, technology import or export 
is not entirely free to conduct.

The FTL and the TIE Regulations entitle 
the State to restrict or ban the import or 
export of certain goods or technologies 
for certain reasons, such as to protect 
national security, public interests, or  
public ethics, or to accelerate the 

establishment of certain industries in 
China. In addition, even if the technology 
import or export is not restricted or 
banned, the relevant contract (which 
can be the R&D agreement) for regulatory 
compliance shall be recorded at the 
competent authority. 

Under the FTL and the TIE Regulations, 
the PRC Ministry of Commerce (“MOC”) is 
the department in charge of foreign trade 
under the State Council, which formulates 
the above catalogs of technologies whose 
import or export are restricted or banned. 
In practice, two catalogs published on 
the MOC official website are relevant, 
i.e., the PRC Catalog of Restricted or 
Banned Technologies For Import and 
the PRC Catalog of Restricted or Banned 
Technologies For Export. Each company 
planning cross-border R&D in China that  
falls under the specific technology is well 
advised to check the catalogs in advance.

When it comes to exporting technologies 
that are related to controlled items (e.g., 
dual-use items, military products, nuclear 
materials, etc.), under the ECL, such 
export is subject to a license by the State 
export control authorities.

Topic 2: Is the Chinese Party 
Qualified to Sign an R&D Agreement 
With You?
Under the FTL, a Chinese entity is only 
allowed to conduct foreign trade, such 
as technology import and export, after 
it has been registered as a foreign trade 
operator at the MOC or other institutions 
entrusted by the MOC. If the Chinese 
contract party does not qualify as a 
foreign trade operator, it has to designate 
a registered foreign trade operator to 
act as its agent to conduct foreign trade 
affairs on its behalf. 

When carrying out R&D  
activities in China, companies 
must ensure the legality  
and compliance of the R&D  
agreement in order to facilitate 
the performance of the  
contractual obligations and  
to protect their rights. 

Topic 3: What Are the Features of 
Typical R&D Agreements Under 
PRC Law?
When carrying out R&D activities in China, 
companies must ensure the legality and 
compliance of the R&D agreement in 
order to facilitate the performance of the 
contractual obligations and to protect 
their rights. 

Under the PRC Civil Code, there are two 
types of R&D agreements, i.e., joint 
R&D agreements and commissioned R&D 
agreements. Both types of agreements 
shall be in written form. A joint R&D 
agreement refers to an arrangement 
where the parties jointly invest and 
develop technologies. In a commissioned 
R&D agreement, the R&D is generally 
carried out by one party and financed by 
the other. 

Topic 4: Who Owns the Patentable 
Results Under an R&D Agreement? 
   

In the case of a joint R&D agreement, 
under the PRC Civil Code, the default 
rule is that the parties have the right to 
apply for patents for their patentable 
development results as joint patent 
applicants. The right to apply for patents 
can be transferred to other parties, but the 
contractual parties of the R&D agreement 
have a priority right to obtain such right 
from the transferring party under the 
same conditions. Furthermore, each 
party of the R&D agreement can declare 
that it waives its joint right to apply for a 
patent. If the parties agree otherwise, the 
contractual agreement will prevail. 

In any case, if one party does not agree  
to apply for patents, the other parties  
shall also not apply for the patents.  

LEGAL UPDATES R&D In China

a

If a party waives its joint right to apply for 
a patent, the other parties may jointly 
apply for patents, and the waiving party 
is still entitled to exploit the patent free 
of charge after patent registration has 
been obtained.

In case of a commissioned R&D 
agreement, unless the parties agree 
otherwise in the R&D agreement, the  
default rule is that the right to apply for  
patents shall belong to the commissioned 
party who undertakes the R&D activities.  
If a patent right is granted, the 
commissioning party may exploit the  
patent free of charge. If the commissioned 
party transfers the right to apply for  
a patent, the commissioning party has 
a priority right to obtain such patent 
under the same conditions. In practice, 
the commissioning party may want  
to have the right to apply for patents,  
and can make different arrangements 
on the right to apply for patents in the 
agreement to avoid the default rule. 

Topic 5: Who Owns Non-patentable 
Results Under an R&D Agreement?
If the development results are non-
patentable, but ‘know-how,’ the 
relevant rules on the right of use, right 
of transfer, and allocation of proceeds 
shall be determined by the specific 
provisions in the R&D agreement, no 
matter if it is a joint R&D agreement 
or a commissioned R&D agreement. If 
there are no contractual provisions and 
the issue cannot be determined by the 
contractual parties’ previous business 
practice or the common practice in the 
relevant industry, each party has the 
right to use and transfer such know-
how before a patent right has been 

b

→
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required to entrust a local agency with 
the filing.

The first-to-file rule is applied in the 
registration of patents. Where two or 
more applicants file patent applications 
for an identical invention, the patent 
will be granted to the applicant who 
submitted the application first.

The basic requirements for obtaining  
a patent registration for an invention  
or a utility model are the characteristics 
of novelty, creativity, and practical 
applicability. However, the requirements 
for the patentability of utility models 
concerning creativity are less stringent 
than those for patentable inventions. 
The requirements for a design patent 
is the least stringent — the company 
should only provide proof that the 
design patent does not belong to any 
existing design, and no application has 
been filed with such design before the 
filing date or been recorded on official 
patent documents published after the 
filing date.

The application for an invention patent is 
subject to substantial examination, which 
can be time-consuming and expensive. 
An application for a utility model patent 
or a design patent, however, is only 
subject to a formality examination. 
The difference is due to the different 
eligibility requirements for patentability 
of the patents. Therefore, registration of 
a utility model patent or a design patent 
will typically be completed within one 
year from the date of application, while 
registration of an invention patent usually 
takes around two or three years. 

The term of protection of an invention 
patent in the PRC is 20 years; the term 
of protection of a utility model patent is 
ten years, and the term of protection of 
a design patent is 15 years. The term is 
calculated from the date of application 
and is non-extendable.

After a patent right has been obtained, 
the patent holder is entitled to safely 
exploit its own patents and prohibit 
other companies or individuals from  
exploiting its patent without 
authorization. Typically, in case of an 
invention or utility model patent, other 
parties shall not manufacture or use a 
patented product; advertise or exhibit 
the patented products for sales; sell  
or import the patented products; or  
use the patented method, as well as  
use, promote, sell or import the products 
directly obtained through a patented  
method for business purpose, without  
authorization. In the case of a design patent, 
other parties shall not manufacture 
the specific design; advertise or exhibit 
the patented design for sales; and sell 
or import the products embodying the 
patented design for business purposes 
without authorization. 

Topic 7: How Are Non-patentable 
Development Results Protected in 
China as Know-how?
Know-how is usually protected under 
the category of trade secrets based 
on the PRC Anti-Unfair Competition 
Law (“AUCL”). The main features of 
protectable know-how are as follows: 
unknown to the public, with commercial 
value and confidentiality measures that 
have been adopted. 

For an R&D project, it is very important 
to ensure sufficient protection of 
know-how, as most results may not be 
patentable but are still valuable. Unlike 
a patent, know-how is not subject to any 
registration in China, but relies on the 
corresponding confidentiality measures 
adopted by the companies. In practice, 

it is worthwhile to incorporate non-
disclosure or confidentiality clauses into 
R&D agreements in order to address 
know-how protection issues in advance. 

Topic 8: How to Secure Your Licensing 
in China?
Licensing is a popular tools for the 
exploitation of R&D development results. 
There are three types of licenses under 
PRC law: exclusive license, sole license, 
and general license. In the case of an 
exclusive license, only the licensee can 
exploit the licensed technology, and the 
licensor can neither exploit it by itself 
nor authorize any third party to exploit 
the licensed technology. Furthermore, 
The exclusive licensee can initiate 
infringement action against third parties 
without the licensor’s consent. Sole 
license means that both the licensor 
and the licensee can exploit the licensed 
technology, but the licensor cannot 
authorize any third party to exploit 
the licensed technology. In this case, 
the sole licensee will be entitled to 
initiate infringement action against 
third parties if the licensor refuses to 

granted for the same technical solution. In 
addition, in the case of a commissioned 
R&D agreement, the commissioned party 
shall not transfer the results of the R&D 
activities to a third party before delivering 
such results to the commissioning party.

In practice, confidentiality clauses are 
usually included in R&D agreements 
in order to ensure the confidentiality 
and non-transferability of the relevant 
know-how without the consent of the 
other parties. 

Topic 6: How to Protect Your Patentable  
Development Results in China
China is a member of several international 
treaties, including the Paris Convention 
for the Protection of Industrial Property 
(“Paris Convention”), the Patent 
Cooperation Treaty (“PCT”), and the 
Agreement on Trade-Related Aspects 
of Intellectual Property Rights (“TRIPS”). 
Therefore, in addition to a purely national 
patent application, a company may 
also consider filing a patent application 
in China based on the priority right of 
a previous patent application filed in 
another member state under the Paris 
Convention, or filing an international 
application through the PCT system at the 
World Intellectual Property Organization 
and later extending the international 
application to China.

Under the PRC Patent Law, inventions, 
utility models, and design patents can 
be registered and protected as patents 
in China. The following information may 
be helpful when considering patent 
applications in China: 

A foreign company is entitled to file 
a patent application in China, but is 

For an R&D project, it is very important  
to ensure sufficient protection  
of know-how, as most results may not  
be patentable but are still valuable.
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enforce its rights. General license means 
that the licensor can exploit it by himself 
or authorize a third party to exploit 
the licensed technology. Unless the 
general licensee is authorized to initiate 
infringement actions, the licensee has no 
rights to do so on behalf of the licensor. 

The parties of a license agreement have 
great discretion to decide the key issues  
of a licensing agreement, such as territory, 
duration, and type of the license;  
the scope of the licensed technology; 
royalties, warranty claims and limitation 
of liabilities, and more, under PRC law.  
However, a technology license agreement 
shall not restrict technological competition 
and technological development. Compared 
with the previous regulations, China has  
deleted the relevant stipulations prohibiting 
the incorporation of certain restrictive 
clauses, mainly imposed on licensees in  
a technology license agreement. 

Topic 9: What Taxes Need to be Paid 
Under an R&D Agreement in China?
Outbound payment of R&D fees may 
be taxed in the PRC as ‘service fees’ or 
‘royalties’ (i.e., license fees), depending 
on the case. Under PRC tax law, the main 
distinction between ‘service fees’ and 
‘royalties’ is whether the foreign entity 
(who performs the R&D work) retains 
the ownership of the relevant IP rights 
connected to the development results. 
If the Chinese entity (and not the foreign 
entity) owns the resulting IP rights, PRC 
tax authorities would normally regard 
the R&D fees as ‘service fees’ and not as 
‘royalties’ for PRC tax purposes.

In particular, the following PRC tax 
implications shall be noted:
The R&D fees charged by a foreign entity 
to a Chinese entity are subject to PRC 
Value Added Tax (“VAT”) and various 
surcharges linked to VAT at around 6.8%. 
Such VAT and surcharges apply to both 
‘service fees’ and ‘royalties.’ However, 
such VAT paid by the foreign entity and 
withheld by the Chinese entity can be 
credited as input VAT by the Chinese 
entity against its output VAT, provided 
that the latter is a general VAT payer, 
i.e., the VAT can be recovered by the 

Chinese entity (being a general VAT payer). 
Therefore, if the Chinese entity is a VAT 
payer, it makes sense that the VAT payable 
by the foreign entity is shifted to and 
borne by the Chinese entity. Under PRC 
tax law, the above VAT and surcharges can 
be exempted if the R&D Agreement has 
been registered with the competent PRC 
Science and Technology Authority as a 
technology development agreement or  
a technology transfer agreement.

In addition to the above VAT and surcharges, 
the following CIT applies to outbound 
payment of R&D fees: From a PRC tax 
perspective, if the R&D fees are regarded 
as ‘service fees,’ the portion of the fees 
for services provided off-shore shall not 
be subject to CIT in China. Otherwise, CIT 
shall be calculated and paid based on a 
deemed profit rate method. For example, 
if the deemed profit rate is 20%, 20% of 
the on-shore service fees are regarded 
as profits and shall be subject to CIT at 
25%, resulting in 5% CIT on the on-shore 
service fees. The applicable deemed profit 
rate for R&D service fees ranges from 15% 
to 30%, and is subject to assessment by 
the tax authority.

Despite the above, if the on-shore 
activities do not constitute a permanent 
establishment under the applicable 
double taxation treaty, no PRC CIT shall 
be paid for the on-shore service fees. For 
example: under the Sino-German Double 
Taxation Treaty, on-shore services will 
constitute a permanent establishment if 
they last for more than 183 days during  
a period of 12 months.

However, if the R&D fees are regarded as 
‘royalties,’ CIT shall be paid in the PRC 
at 10% of the entire R&D fees, and not 
based on the above profit rate method, 
unless a lower rate is available under the 
applicable double taxation treaty.

Topic 10: Can R&D Data Be Transferred 
Abroad? 
There has been an increasing tendency 
in PRC law to impose strict regulation on 
cross-border transfer of important data, 
such as under the PRC Data Security 
Law (“DSL”) and the PRC Cybersecurity 

Law. If the relevant data is recognized 
as important data, and the company 
is identified as a critical information 
infrastructure operator in China,  
cross-border transfer of the relevant 
data shall pass a security assessment in 
advance. If the relevant data is recognized 
as important data but handled by  
a normal network operator or other 
ordinary handlers, there may be specific 
restrictions on the cross-border transfer 
of such important data in the respective 
industries. In addition, if the relevant R&D 
data is related to controlled items under 
the ECL, export is also subject to a license 
by the state export control authorities. 

Generally, detailed important data 
catalogs will still have to be formulated 
by relevant authorities in respective 
industries. According to the DSL, specific 
catalogs for essential data in relevant 
industries, such as manufacturing 
industry related to national security 
(military equipment manufacturing, for 
example), telecommunications, transport, 
finance, natural resources, hygiene and 
health, education, and science and 
technology, etc., shall be determined 
by the competent authorities in the 
respective regions and departments. 
Therefore, it is crucial for companies to 
pay close attention to relevant legislation 
and seek professional advice on the 
specific restrictions on cross-border transfer 
of data on a case-by-case basis. ■

Dr. Ulrike Glueck is Managing Partner 
of CMS, China.

Panpan Tang is an Associate at CMS, China.

Spring Zhu is a Junior Associate at CMS, China.

Ranked as a Top 10 Global Law Firm, 
CMS provides a full range of legal and tax 
services in over 40 countries, with more 
than 70 offices and 5,000 CMS lawyers 
worldwide. CMS China (Shanghai, Beijing 
and Hong Kong) offers business-focused 
advice tailored to companies’ needs.  
For more information, please visit   
https://cms.law/en/CHN/.
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Managing Director 
Genuine

CHINA’S SOCIAL 
COMMERCE  
ECOSYSTEM

Social Commerce, or ‘Social Shopping,’ 
is the act of buying directly on social 
media. Social Commerce is not 

social media marketing: while both are 
closely related, the latter leads traffic to  
a website, platform, online shop, etc. Social 
commerce, on the other hand, cuts that 
step — the user  is exposed to the product 
on social media directly or through  
social connections, and can complete 
the purchase within the platform. 

The form or content of social engagement 
varies: it could be livestreaming on Douyin  
with famous influencers and KOLs 
(Key Opinion Leaders); less famous ones 
but highly suitable KOCs (Key Opinion 
Customers); pictures or videos of 
microbloggers on XiaoHongShu (Little 
Red Book), and more. One of the oldest 
and purest forms of social commerce is  
recommendations. In China, WeChat is 
still the prominent channel for peer-
to-peer communications: customers 
recommend products that can be 
purchased directly within the WeChat 
e-commerce ecosystem. Last but not 
least, group purchases — as the ones done 
on Pinduoduo — have been  a rising trend 
in social commerce.  

FEATURES E-Commerce

Can Foreign Brands Benefit From 
the New E-commerce Trend?

→
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China’s Social Commerce Ecosystem

51

It is expected that social commerce will 
account for close to 15 percent of the 
Chinese e-commerce market in 2021. 
That amounts to over USD 360 billion and 
a 36 percent growth compared to last 
year. So what makes social commerce 
so essential in China?

China’s e-commerce industry is far more 
developed than in other countries.  
As such, it is constantly looking to reach 
out to new potential clients. Social 
commerce is that next step, offering new, 
fragmented, targeted sales.  

Is Social Commerce in China All 
That Different From the Rest of  
the World?
There is one big, universal driver for 
social commerce: trust. Actually, it is 
the mistrust consumers feel toward 
advertising and paid media that fuels 
the industry. Traditionally, brands and 
stores had to earn consumers’ trust 
using testimonials or PR. Compared 
to other sales and marketing fields, 
building brand or product loyalty 
through social commerce is relatively 
easy. A recommendation from a trusted 
friend or KOL is a powerful tool, leading 
to trust and often a purchase. If the 
product lives up to its promise, the 
consumer is more likely to recommend 

and engage with the product online. 
This cycle of trust and engagement fuels 
social commerce all over the world. 

So what makes e-commerce in general 
— and social commerce in particular — 
flourish in China? Most people in China 
are ‘mobile-only’ internet users — many 
don’t even own a computer. Therefore, 
they exclusively use their smartphones 
for e-commerce and social media. Throw 
in digital wallets and sophisticated supply 
chains and deliveries, and you get the 
perfect setup for online shopping. That’s 
why today, even groceries and local 
produce can be found in social commerce 
in China, next to more ‘classic’ categories 
such as cosmetics or fashion. 
 
China’s Social Commerce Consumers: 
The People Behind the Buying Boom 
To better understand this phenomenon, 
it is worth looking into the demographics 
behind the industry. Two major consumer 
groups are strongly related to social 
commerce in China. The first group 
consists of young people from tier 3 
cities and below. These consumers are 
highly aware of the lifestyle in tier 1 
and 2 cities. At the same time, they still 
lack sophisticated offline retail options. 
That is where social commerce comes 
into play: it serves as an alternative to 

brick-and-mortar stores. We saw this 
effect in the US as well, when COVID-19 
lockdowns drove shoppers online to 
social commerce (mainly on Facebook). 

The second big consumer group is 
millennials living in tier 1 and tier 2 cities. 
They are highly connected, urban, and 
wealthy, but also very hedonistic and  
demanding. Not only do they distrust 
advertising, but they dislike most traditional 
forms of advertising. To get through to 
these sophisticated consumers, brands 
have to develop alternative forms of  
engagement and connection. This tech  
native generation has a strong social 
media presence. As such, social commerce  
provides the perfect place for brands to 
connect with this consumer group, build 
trust, and sell products and services.

Can Foreign Companies Compete 
With Chinese Brands?
Today, being a foreign brand in China does  
not guarantee immediate success. In some 
ways, it can be quite the opposite: the  
“Made in China” movement is gaining 
prominence. In a way, this is the Chinese  
answer to the Western ‘buy local’ or ‘America  
first,’ but of course, foreign brands can still  
succeed in the local market. To find these  
opportunities, brands must show sensitivity 
toward the Chinese culture and consumers.  →
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A semester of studying abroad in Japan 
triggered my fascination for Asian customs 
and practices. Before moving to China in 
2006, I held various positions at a leading 
maker of electronic and mechatronic 
components for automobiles in Germany 
and Japan. Since 2014, Shanghai has 
been home to my family and me. For many 
years, I led the Technical Centre of a large, 
globally operating electronics engineering 
company, before joining Rheinmetall as 
President of Rheinmetall China in mid-2020. 
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Rheinmetall is an integrated technology 
company for mobility and security with  

a long history dating back over 130 years, 
and is well established in international 
markets. Rheinmetall founded its first 
manufacturing plant in China in 1997. 
Today we are present at ten locations and  
employ about 4,500 people here in China. 
With the transformation of the mobility 
industry, our business is consistently 
shifting toward components for new 
energy solutions. Good examples for 
this are lightweight aluminum castings, 
electric climate compressors for thermal 
management, and hydrogen recirculation 
blowers in vehicles, as well as applications 
‘Beyond Automotive.’ 
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Our clients in China today are international 
and Chinese vehicle manufacturers. All  
of them expect us to adapt quickly to  
changing conditions and offer local 
engineering support. We responded by 
opening new R&D centers or expanding 
existing centers to strengthen our local 
engineering capabilities. Furthermore, 
we are cooperating closely with local 
universities in the areas of efficiency 
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improvement, hydrogen economy, smart  
sensing solutions, and digital transformation. 
We will continue on this path together with 
our partners in industry and education, 
and hope to inspire more local talent to 
join us on this transformational journey. 
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Having had the chance to live and work  
in Asia for more than 18 years and over 12  
years in China, I’ve enjoyed the opportunity 
to learn about the country and its culture. 
The thing that impresses me most about
China is the dynamic nature of its 
development. Everything is possible —  
though nothing is easy. Strategies need 
to be amended often, and conventional 
wisdom is often challenged overnight. 
To cope with this, an enterprise needs  
to develop a good understanding of the 
long-term planning of Chinese society,  
a patient approach (sometimes with 
trial and error), good networking skills 
with industry stakeholders, a strong 
alignment with global headquarters, and 
sometimes a “good enough” approach 
(the 80/20 principle). ■
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President 
Rheinmetall China

Mistakes such as poorly-localized content 
and mishandling of political issues are 
common pitfalls for foreign brands —  
hindering their success in social commerce. 

Social commerce essentially involves 
dialog between a brand and its consumers. 
This may lead to prompt, harsh, and 
unfiltered feedback from customers. 
 

First Steps to Set Up a Successful 
Social Commerce Channel

Select the right channel – If you’re not 
sure, start with Douyin

Choose your hero product – What is 
your best-selling product to date?

Produce and broadcast entertaining 
content with KOLs/KOCs

Adjust your strategy based on feedback 
and sales ■

Damian Maib is an expert in e-commerce 
in China and South-East Asia. He is the 
founder of the digital marketing agency 
Genuine. The 50-strong agency supports 
from Berlin, Shanghai, and Hong Kong 
clients with services ranging from 
e-commerce consulting and market entry 
in China and South-East Asia to online 
shop operations. Genuine clients include 
FMCG and tech brands such as Beiersdorf, 
Cosnova, and Electrolux. Genuine is an 
official Partner of Alibaba-Tmall (TP), 
JD.com, and Douyin.
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Finally, the biggest success factor for 
foreign brands in China’s social commerce 
industry is the organization itself. 

But here also lies the chance for success: 
If a brand communicates well with 
its clients, it can mean big gains — 
especially when it comes to foreign 
brands. They will need to listen even more  
carefully to the needs of the shoppers; 
engage with them on a deeper level; 
and provide a smooth customer journey. 
They have to answer millennials’ demands 
for entertaining experiences and instant 
gratification. Finally, the biggest success 
factor for foreign brands in China’s social 
commerce industry is the organization 
itself. Putting aside an adequate budget 
and the above-mentioned sensitivity 
to political and legal issues, foreign 
brands must create a culture of creativity, 
courage, and openness to new ideas and 
approaches in China. 
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BCCL laminating system
CCL

PCB laminating system
PCB

BIC laminating system
IC- Substrate

Bürkle upgraded 
product family

Scan the code of
 Bürkle to gain

 more solutions

The BCCL laminating press produced by Bürkle is 
suitable for the field of copper clad laminate mate-
rials, and supports the production of high-frequen-
cy and high-speed materials to meet the require-
ments of 5G industry.

As a global lamination system supplier, Bürkle has 
set the standard for the lamination system applied 
in the PCB industry. With 45 years of experience in 
lamination, we have installed more than 2000 hot 
presses worldwide.

Bürkle BIC laminating press can provide high pre-
cision flatness and high accuracy temperature con-
trol which corresponds to the specific requirements 
of IC-Substrate product fabrication,and ensures 
customers to obtain the high precision products 
with high efficiency.

L8H:R%A:@8P1CO
CEO of Bürkle PCB-Division
Bürkle Machinery 
(Shanghai) Co. Ltd.
Bürkle Machinery  
(Taicang) Co. Ltd.
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I started my career as an IT-Specialist in  
a bank in Germany before I decided 
to study at the Technical University of 
Darmstadt Industrial Engineering. During 
my time at the university, I had already 
close contact with Bürkle due to my 
scholarship. Therefore, I accomplished 
my Bachelor’s Thesis in Mechanical 
Engineering and my Master’s Thesis in 
project management both at Bürkle. I had 
a one-year overseas studying experience 
in Brazil during my Master’s that opened 
my eyes to other countries and cultures.

In my first position under the group’s CEO 
at the Bürkle HQ in Germany, I worked 
on essential projects that were the basis 
for the further successful development 
of the company. We have seen a lot of  
potential in the Asian market for Bürkle, 
and our subsidiary in Shanghai needed  
a change and a redirection to lift those  
potentials. I spent four years transforming 
the Bürkle location in China into a modern 
and sustainable machine-building company. 
I started as the COO in China responsible 
for all operations, later taking on more and 
more responsibility as General Manager. 
Since 2020, I have also been developing 
the PCB business to the most substantial 
product segment of Bürkle in Asia, and 
I became the CEO of the PCB-Division 
in September 2021, responsible for the 
global business of this exciting industry. 

6-//%7'%89)*$%()*+%82$&>&$&-'%&.%:"&.#5
In 2003, Bürkle established the factory 
in Shanghai, but there was no existing 
strategy for this plant. That time, we tried  
to build all the products and most of the  
value chain by ourselves. The team 
qualification, the quality level of suppliers, 
and our internal process were not 
satisfying. A company should focus on its  
key competencies and work with a partner  
in all the other areas where they are 
specialists. I was focusing on building up  
a solid professional team and developing 
suppliers. It was necessary to build a 
foundation for the growth strategy. It was 
an inspiring time as the only foreigner 
with more than 100 Chinese; only a few 
could speak English. We have achieved 
quite a lot in operations together, and the 
company changed to a very professional 
German company. Since I was responsible 
for sales, I mainly listened to our customers  
to understand their needs to provide a  
better product and service. We established  
many new tools and processes to provide 
a better experience to our customers 
in Asia.
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Before discussing the strategy, we need  
to understand the market and our 
customers. The PCB-Market is mainly in  
Asia, with more than 90% in Asia and 50% 
in China. Here in Asia, we are the leading 
producer of laminating presses. These 
products’ knowledge and development 
should also be in Asia. Therefore, we  
transferred all the product-related 
knowledge worldwide to our new PCB-HQ  
in China. Our strategy is to be very close 
to this dynamic market, provide the best  
products to our customers, and develop 
new applications to meet future 
requirements. We have built an R&D Center  
with great people to develop new 
products, and we are very proud to provide 

five new machine types in 2022. We are  
currently an equipment supplier, but I plan 
to transform the company into a solution 
provider as a high-tech enterprise of the 
PCB-related industry.

Our new factory in Taicang offers us so  
many opportunities. I want it to be a 
Hotspot where customers, suppliers, 
and institutes come together to define 
and develop the future of PCB. Therefore,  
we have a 600 sqm showroom with a test  
center. We provide our customers 
with their material and make tests on 
our premium machines or develop new  
solutions with our R&D Team. Furthermore, 
the main events like the CPCA (Chinese 
Printed Circuit Association) and others 
use our conference area to host their 
events. We can already provide all the 
PCB-Products of Bürkle from China to our 
customers, and the customer can choose 
where the machine will be assembled. 
This strategy gives our customers the 
maximum degree of flexibility.
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In my new role, I will focus more on the 
markets outside of China because I see 
the potential in South Korea, Japan,  
and other countries in Asia, where we 
don’t have an office yet. Besides Asia,  
I also want to understand the market in 
Europe and the US better to implement 
the customers’ feedback to develop 
new products. Customers in the US have 
different requirements and needs for the 
machine than customers from Asia.  
I will focus on growth with new products 
and in new regions. Furthermore, it is 
essential to work with specialists from 
different disciplines. Therefore, as  
a long-term strategy, I recently started 
cooperating with experts worldwide to 
prepare for the upcoming challenges. ■
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2022 will be the  
50th anniversary 
of the official 

establishment of diplomatic ties 
between Germany and China.  
As we look back on our common  
track record, it is striking to see how 
much both countries have benefited 
from globalization. 

On the political level, Sino-German 
relations are underpinned today by 
dialog mechanisms in a vast array of 
fields. Germany’s foreign policy in this 
regard subscribes to the EU approach 
of March 2019, which sees China as: 

• A partner — for trade and investment, 
but also for global issues like climate 
change or the reform of the World 
Trade Organization (WTO)  
• A competitor — with topics ranging 
from market access to intellectual 
property rights  
• And a systemic rival — when it comes 
to different approaches to society and 
human rights. 

China’s economy has grown in leaps 
and bounds since the start of the 
reform policy, with an additional boost 
from China’s WTO accession twenty 
years ago. Even during the pandemic, 
Sino-German and Sino-European trade 
continued to grow. Last year, China was 
Germany’s biggest partner for trade 
in goods for five years in a row. The 
stock of German companies’ FDI in the 
Middle Kingdom amounts to more than 
EUR 86 billion, with the Yangtze River 
Delta region as the biggest recipient 

among all Chinese regions. At the same 
time, our economic relations changed 
and have become highly diversified 
over time. China moved from being an 
export market for German companies 
to a global production and consumer 
market, and increasingly to a research 
and development hub. 

European enterprises and their investments,  
services, goods, and technology have been 
fundamental to China’s economic success 
story. In Shanghai, foreign-invested 
enterprises account for close to a fifth of 
employment, a quarter of added value, 
and a third of tax receipts. 

However, a number of recent developments  
have raised concerns that this dynamism 
might not continue.

First and foremost, travel restrictions 
imposed by the Chinese authorities to 
prevent new COVID-19 outbreaks put a 
heavy burden on anybody involved in 
bilateral exchanges. Visas and PU letters 
are hard to obtain; international flights 
are few, far between and outlandishly 
expensive, while strict quarantine 
measures remain in place regardless 
of the vaccination or test status of 
travelers. This burden is even heavier 
for families in China, in Germany, or in 
a third country. In this difficult situation, 
the establishment of charter flights, 
set up by the German Chamber of 
Commerce in China in cooperation with 
the German Foreign missions and with 
the support of the Chinese authorities, 
has been an important lifeline for many 
stranded expats and their families. 

Continuity and Change  
in Sino-German  
Economic Ties

OPINION

For our economic partnership to continue  
to flourish, our economies fundamentally 
need to be open. We welcome the 
Chinese leadership’s reaffirmation of its  
commitment to openness at the recent 
CIIE. However, openness cannot just mean  
receptiveness to foreign capital and 
technology. It also requires openness to 
people and ideas coming from abroad 
– not least because these factors were 
among the pivotal factors for China’s 
phenomenal growth in the past. 

Second, short-term shocks continue to 
shake global supply chains. Congested 
ports, soaring cargo prices, and shortage 
of computer chips are some of the 
symptoms. While many German 
companies operating in China laud the 
support from local governments, ongoing 
power cuts at extremely short notice did  
raise many concerns due to their financial, 
technical, and reputational fallout. 

Third, a truly level playing field between 
our economies is still lacking. While 
market access to China has improved, 
it still does not mirror the degree 
of openness that Chinese investors 
enjoy in Europe. The road ahead for 
foreign enterprises has become more 
and more difficult to foresee, with 
developments such as the Chinese 
anti-sanctions law and the data security 
law. Local procurement rules add to the 
worries. Regulatory policy has become 
increasingly complex and, in some 
instances, ambiguous, placing a heavy 
burden on compliance — especially 
for many German SMEs which form the 
backbone of German industry. With the 
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impending changes in income  
tax regulations from the beginning  
of 2022, we hope for support from  
regional governments.

Looking ahead, it is important to keep 
in mind that Europe after 1945 and 
China after the Cultural Revolution owe 
both stability and prosperity to a global 
trading system that is overcoming 
previous isolationist and mercantilist 
reflexes step by step and replacing 
them with a rules-based international 
order, the division of labor, and 
integrating markets. It is in the interests 
of both sides to continue on this path. ■

The views and opinions expressed in  
this article are those of the author and  
do not necessarily reflect the views  
of the company.
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I  magine watching a Grand Slam 
tennis match between Roger 
Federer and Rafael Nadal, two  

of the world’s greatest tennis players. 
After a shot from far off the court, 
Nadal fumbles, almost missing his step 
and losing his balance. Seconds later, 
he miraculously recovers and returns a 
powerful forehand, with the perfect drop 
shot that barely trickles over the net.  
 
After a seemingly unlucky point, Federer 
recomposes himself and hits a flawless 
serve. He wins the game.  
 
What we are watching is not only a physical 
battle, but a battle of the minds. In fact, 
tennis is known to require more mental 
toughness than physical ability at 
amateur and professional levels. What 
you have also just imagined are two 
tennis players in their top flow states — 
a term coined in 1975 by psychologist 
Mihaly Csikszentmihalyi as an “optimal 
state of consciousness where we feel and 
perform our best.” This is often referred 
to as being “in the zone,” where we feel 
most productive and creative.  
 
Many think of creativity as a light bulb 
moment, like a bolt of lightning that 
strikes out of the blue. In fact, creative 
development is a product of routine, 
rhythm, and repetition. Often neglected is 
the journey to get to the state that nurtures 
innovation and change. The process is not 
linear, and it cannot be forced.  
 
Having lived in China for over a decade, 
my experiences have taught me that 
creativity comes from the process of 
learning, ups and downs, reflection and 

In The Flow

OPINION

repetition. This was particularly true for 
my journey in learning Chinese: making 
progress was, and still is, a grind of many 
steps forward and backward, before 
feeling any breakthrough. Picking up 
the language taught me how to learn 
efficiently, and I became fascinated with 
applying the habits and principles  
I learned to other areas of my life, from 
competing in triathlons to building  
my own company.  
 
A ten-year study by McKinsey reports 
that top executives are five times more 
productive at the flow state. The same 
researchers also found that, if time 
spent in flow is increased by 15 to 
20 percent, workplace productivity 
would almost double.  
 
Driving impact, however, requires progress  
that is driven by an integrated approach. 
In the past two years, my team and I, 
like many, have encountered countless 
challenges that swept us off the tracks 
of our mission and momentum. As a 
hybrid team, it was only through aligning  
on guiding principles that we found 
ourselves getting back on track. We  
pivoted, tried and tested, and eventually 
found ways to make positive progress. 
In other words, back in flow. 
 
Moving forward in the post-Covid, 
hybrid workplace, finding an effective 
operating model is more important than 
ever. Aside from driving productivity 
and motivation, the challenge also lies 
in ensuring that all employees across the 
organization are engaged and supported 
equally and adequately, no matter where 
and how they choose to work. 
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Below are some practices our team has 
put into action to navigate the rapidly 
changing work environment:  
 
1. Build up a communication cadence. 
Set up routine, informal check-ins with 
teammates to encourage genuine, open 
communication. Check-ins are essential 
time blocks to reflect on team progress 
and make plans for improvement. 
Intentionally schedule in daily huddles, 
weekly meets, and monthly catch-ups to 
ensure everyone is on the same footing. 
Remember to mark it down: if it’s not in 
your calendar, it doesn’t count.  
 
2. Frequency over volume. Hold shorter, 
frequent check-ins over long, dwindled-
out meetings. Whether meeting online 
or offline, keeping meetings succinct and 
under 30 minutes allows a better focus on 
what’s at hand. Separate decision-making 
and brainstorming meetings: blocking 
time dedicated for a creativity huddle 
ensures that innovative ideas don’t get 
lost in task-oriented discussions.  
 
3. Leverage tools for accountability and 
goal setting. In times of uncertainty and 
instability, it’s easy to be demotivated 
and lose sight of team goals. Having 
external tools to measure progress 
helps clear mental space to make time 
for what matters. As our personal and 
work life become more digitized, seek 
out technology that can automate 
routine tasks to allow for more capacity. 
When progress is recorded on a shared 
workspace, employees can collaborate 
more efficiently.  
 
4. Implement rewards and recognition. 
The lack of recognition is a leading reason 
for the Great Resignation — a movement 
that sees over 19 million workers in the  
US (and counting) voluntarily leaving  
their jobs since April 2021. Both a form  
of extrinsic and intrinsic motivation, 
rewards, and recognition not only 
contribute to a positive work environment, 
but also encourages innovative thinking. 
Receiving praise triggers the release  
of dopamine in our brain. This feel-good 
association fuels the desire to voice out and 
repeat behaviors for the next recognition.  

 
5. Build a culture of belonging. Without 
trust, there is no team. People who 
feel that they belong to an organization 
that aligns with their values do not only 
perform better, they are also more willing 
to engage. Psychological safety —  
a sense of security that allows one to 
take risks and express vulnerability —  
is consistently reported as a common 
denominator to high-performing teams, 
and in the age of disruptions, it has 
become imperative to make concerted 
efforts to connect with our colleagues. 
Encourage an open door policy, physically 
or virtually, whenever possible. The safer 
someone feels, the more likely they are 
to admit mistakes, accept other ideas, 
and speak their minds.  
 
Nadal once said, “However great your 
dedication, you never win anything on 
your own.” Sticking to a set of guiding 
principles can support the workplace for 
breakthroughs. Making it work for your 
company, however, relies on a collective 
effort to build a culture that nurtures 
creative processes and change. ■ 

Many think of creativity as  
a light bulb moment. In fact, 
creativity — and driving change  
— is a disciplined process.
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Follow our regional WeChat accounts to see what our
members are up to, register to our events, read about

our advocacy work, and stay updated on important
policies!
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