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Key Points

® Business and economic reality determines
productivity as a strategic imperative.
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® Productivity measures
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® Organizational solutions to productivity
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Business Reality
Mk S5 BR
® Growth has slowed down.
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® [abor cost will keep going up.
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® [abor shortage will exacerbate costs.
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® Productivity has deteriorated.
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® Foreign investment is becoming less predictable.
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How does the forecast of this year’s revenue of

your China operations compare to last year’s?
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l
1395 Corquuobb

2011 2012 2013 2014 2015

: 2016 China Business Climate Survey Report by AmCham & Bain&Co.




How would you characterize your company’s financial performance

in China this past year?
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: 2016 China Business Climate Survey Report by AmCham & Bain&Co.




Challenging Healthcare Industry Business Growth

Y-O-Y Healthcare Association Sales Revenue Growth Rate (Average)

mTarget Sales Growth mActual Sales Revenue

(72014 Actual Y (72015 Target 3
i Phanna 16.4% | i Pharma 18.4% |
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Source: Aon China HRM Association of FIE Healthcare Industry 2015




Please rank your top five business challenges in China.
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2012

Shortage
of qualified
management
RSB
EEBAR
43%

Inconsistent regulatory
interpretation and
unclear laws

ERBERARTA Y/
BB
37%

Shortage of

qualified employees

RS8R0
AT

29%

Corruption

8 W
26%

Source:

Inconsistent regUiTrhes
interpretation and
unclear laws
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BB
38%

Shortage of
qualified employees
RSB
AT
35%

Corruption
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30%

Shortage
of qualified
management
RO IBEY
BEEAR

30%

‘inuaxntnatorland
unclear laws
ERFERRTA R/
BB
39%

Shortage of
qualified employees
BB IEAY
[~
37%

Shortage
of qualified
management
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31%

2016 China Business Climate Survey Report by AmCham & Bain&Co.

2016

Inconsistent regulatory
interpretation and
unclear laws
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57%

ent regulatory
interpretatlon and
unclear laws

SRR T — 5
B
47%

Shortage of
qualified employees
RS HERY
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Shortage
of qualified
management
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32%

Shortage of
qualified employees
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Increasing Chinese
protectionism
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Industry
overcapacity
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What are your top-three human resource challenges?
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Source: 2016 China Business Climate Survey Report by AmCham & Bain&Co.

Industrial & Resources
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Rising salary & wage
expenses
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70%

Difficulty terminatn:a
employees

MELAERIR G T
32%

Difficulty attracting
skilled executive/
managerial staff
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31%

Technology & Other R&D

Intensive

Rising salary & wage

expenses
Fra 25 ANB BBk

skilled execive/

managerial staff

Difficulty terminating

employees
MEDAFE A T
26%

Consumer
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Rising salary & wage

expenses
FraE A A LK
61%

Difficulty 2%
skilled exec

managerial staf
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26%

Difficulty terminating

employees
MLAFHERRA T
22%

Difficulty retaining
other staff

MECABB(ERfb 5 T
23%

Difficulty retaining
other staff

M BERMAT
22%

Services
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Rising salary & wage
expenses
FmAFBAE LAK
55%

Difficulty attracting
skilled executive/
managerial staff

Difficulty terminating
employees
MDAFHER T
26%



China ‘s Opportunity
[ L
I Labour productivity

Selected countries, GDP per person employed, average annual % change

N 2003-07 BN 2008-12*

2 - o + 2 4 6 8 10 12
China 17
India ‘ 10
Spain ‘ 75
South Korea 61
Russia ‘ 35
United States { 100
Brazil | 18
Australia { 87
Japan ‘ 71
Mexico ‘ 34
France { 80
Germany ; 74
Britain | 78
. As % of US GOP per -
Greece person employed, 2012* 60
Sources: The Conference Board; The Economist *Estimate

Economist.com/graphicdetail



Options
® Pass cost onto customers?
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® Relocate to cheaper cities?
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® Restructure compensation?
B O3 T 2

® Merger and acquisition?
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® Measure and improve productivity!
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Productivity Measures

FE P PR
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Profit per Number of dollars of profit (Revenue-Operating
FTE generated per FTE (based on Cost)/Total FTE
N¥IFNE  pre-tax profit). CEI - 51 A
SEVAARNG R b P RINE AN
CIESIVED
Revenue Number of dollars of revenue Revenue/FTE

per FTE from operations generated per &Y EE/ 51 T AER
AN#less FTE.
S VAAMNRO bl

® revenue—per—full-time employee (fast—growth) or profits
divided by total labor costs if in a mature industry
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Productivity Levers

e High
Performance
Culture
Managers as
Solutions

///Knowledge

Impact Management -
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Office Space Wellness

e e Time
e Physical
Environment Management
O Minimize ° Meetlng

Internet Misusg Management




Workforce Expansion As Last Resort
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® [pgrade performance ® [n—-sourcing, outsourcing
= 2 1
I options
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® Review jobs and organization

structure ® Maximize use of technologies
VA LB 1 4 KRB

o Stemderrdl merem e ® Stop doing or do differently
centralization 152 1b BN gt AR S s
PrRFEALFNEE 4L ,

® [Use contingent workforce

® Delegate authorities, empower G HHAEE 25730 11

people
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Productivity During Expansion

® All processes are robust: hiring, onboarding,
orientation, etc.
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® Maintain hiring quality

PRUETH S 51 &

® Keep up managers ~skill sets
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Managing knowledge workers for
greater productivity is “to
make ordinary people do
extraordinary things. ”
AR 77 525 LR 77775
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—— Peter
Drucker



