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Continued optimism, but reinforcing the need for several crucial changes

Basic facts on the 2011 Business Climate Survey
" First AmCham Business Climate Survey since 2002

= AmCham asked 351 voting representatives from member
companies — mainly CEOs — to answer 22 questions in an
online questionnaire

* 117 members took part for a 33% response rate

* The results will help AmCham craft effective policy and
advocacy positions in line with members’ needs & interests

Results

= Taiwan currently enjoys a strong business climate, but
Taiwan must do better to compete on equal terms with top
investment locations in Asia

= Survey broadly reflects the themes put forward in

AmCham’s 2010 Taiwan White Paper
Ak *

AmCham Taipei 1



Leaders focused on Taiwan

Our business leaders are clearly focused on Taiwan
as nearly 80% of their entities’ primary goal is to
supply the Taiwan market with goods or services.
This makes their comments and observations even

more pertinent to the Taiwan government.
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What is your business’ primary goal in Taiwan?

B Provide/source goods
or services for the
Taiwanese market

Provide/source goods
or services for the
Greater China market

None of the above

Provide/source goods
or services for export
to the U.S.A.

B Provide/source goods
or services for export
to Mainland China
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Continued optimism, but reinforcing the need for several crucial changes

2011 Forecast for revenue and profit growth

2010 Profitabilicy Increased Investment in 201 |

Continued optimism... * Revenue and profits were strong in 2010

= 2011 is expected to be at least as good, possibly better

= Qver half of respondents plan to increase investment in 2011

= 81% are optimistic about the five-year business outlook

= Significant progress in cross-Strait relations, reducing corporate
tax levels and tightening IPR enforcement

= ECFA will have a positive impact on their businesses, and even
more so on the Taiwan economy as a whole

= Taiwan is a safe, friendly, easy place to live

* = *
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How would you characterize your Taiwan business’ financial performance
in 20107

Percent

Very profitable 20.5

Relatively profitable 53.0

Break even or small

profit/loss 23.9

Note: age matters. An entity

_ who has been established in
Relatively large loss 2.6 Taiwan for more than 30 years
Is almost twice as likely to
report a “very profitable” 2010

Very large loss

0% 20% 40% 60%
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What is your Taiwan business’ revenue and profits forecast for next year
compared to this year?
Percent

Substantial growth
in both revenues
and profits

Modest growth in
both revenues and
profits

53.8

Remain the same

Modest decline in
both revenues and
profits

0% 20% 40% 60%




What is likely to happen to your entity’s level of investment in Taiwan over
the next 12 months?
Percent

Slight increase
No change

Substantial increase

Slight decrease

Substantial decrease . 3.4

Don’t know/can’t say l 0.9

0% 10% 20% 30% 40%




How would you describe your 5-year business outlook for Taiwan?

Percent

5 year outlook

Optimistic

Slightly optimistic

Neutral

Slightly pessimistic

Pessimistic

51.7




Over the past 3 years (2008-2010), how would you describe Some progress
the progress made in Taiwan in each of the following? B Significant progress

Direct flights to the Mainland

China-Taiwan government relations

Cross strait relations (e.g., ECFA)

Taxation levels (company and personal)

Changes in overseas demand

Intellectual property rights infringements

Infrastructure (power, water, telecommunications, transport, etc.)
Changes in local demand

EU-Taiwan government relations

Governmental reform/restructuring

USA-Taiwan government relations

Transparency

Governmental bureaucracy

Currency exchange rate fluctuations

Corruption

Customs and trade regulations

Financial industry reform

Changes in transport costs

Changes in tariffs

Government procurement procedures

Inadequate/out-dated laws

Domestic protectionism

Ability to recruit appropriate new personnel |
Human resources constraints
Changes in financing costs
Inconsistent regulatory interpretation
Changes in employment expenses
lllegal imports

Changes in raw material costs i . | .
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What type of effect do you think that the Economic Effect on my business
Cooperation Framework Agreement (ECFA) will have B Effect on Taiwan

on your business and on Taiwan?
Percent

15.0

Very positive effect

421

Some positive effect

271
Neither positive nor negative
g SE P 28

6.5
Some negative effect -
4.7

1.9

Very negative effect I 19
7.5

Don’t know/can’t say . 19

0 20 40 60
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Top 10 Most agreed on (net promoter)

My family feels safe in Taiwan 95
Taiwanese people are extremely nice 90
Taiwan provides quality Health/Medical/Dental services 82
Taiwan is an easy country to live in 82
Alternative transportation options are usable and provide options
5 S . . . : . 79
to driving my car (i.e., buses, bike lanes, taxis, trains, sidewalks)
“ Taiwan delivers reliable electricity 76
Taiwan provides adequate shopping opportunities 74
n The Postal service is excellent 70
n Internet connectivity is excellent 68
Mobile telephone coverage is excellent 67

R
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Continued optimism

...but reinforcing the need for several crucial changes

= Biggest risks seen are macroeconomic, both global &
domestic

= Beyond that, talent and HR concerns take center stage
— Local talent market could constrain growth
— Importing talent is difficult — personal income tax a big
factor

= Continued frustration around government inefficiency,
inconsistent regulatory interpretations, and outdated or
inadequate laws

* gk »
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What are the major risks facing your entity in the coming years?
Percent

Global economic slowdown

Economic slowdown in Taiwan’s
domestic consumption

Lack of human resources

69.2

Increased domestic political unrest

Economic slowdown in Mainland
China

Increased governmental interference
Economic slowdown in USA

Taiwan Dollar (NTD) appreciation
Taiwan unemployment rising

Taiwan inflation rising

Taiwan Dollar (NTD) depreciation
Decreased exports

Other

Increased imports
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How would you describe the quality of the available Human

Capital in Taiwan?
Percent

B How would you describe the quality of the Human Capital in Taiwan?

Hard working

Very trustworthy

Extremely well educated

Very loyal

Easy to develop/train

Highly productive

Show a high degree of Emotional Intelligence (EQ)
Well-rounded

Show a great deal of initiative
Show a good deal of creativity
Easy to recruit

Easy to retain

Of world-class standard

Answered question: 107
Skipped guestion: 10

|
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Top 10 issues with combined greatest impact on business performance
(total of “extreme”, “significant” and “some”)

Changes in Local Demand

Governmental Bureaucracy

Inconsistent regulatory interpretation
Ability to recruit appropriate new personnel
Inadequate/Out-dated laws

Taxation levels (Company and Personal)
Currency Exchange rate fluctuations

China - Taiwan government relations

Changes in Employment expenses

6
8
9
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Lack of transparency
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Continued optimism, but reinforcing the need for several crucial changes

A challenge...

* Over 50% of our respondents cited that Taiwan is not a priority for their
global entity’s investment plans (i.e. Taiwan is generally viewed as “not a
high priority” back at the head office)

* Given the momentum behind ECFA, cross-strait transportation, and IPR
enforcement, perhaps Taiwan could do more to better position and
market itself to gain some more global attention?

= Qur survey shows that changes to personal taxation rates, investment
incentives, and research & development incentives may go a long way to
boost Taiwan in the investment plans of our member companies

IR

AmCham Taipel



How does Taiwan fit into your global entity’s investment plans?
Percent

Number one priority
In the top-three priorities
In the top-five priorities

In the top-ten priorities

Not a high priority 54.3

Looking to reduce
investment/disinvest

Don’t know/can’t say




What are the 3 top things that the Taiwan Government No. 3

could do to help your entity in the next 12 months? : No. 2
No. 1

Simplify Government Bureaucracy

Reduce personal taxation

Increase direct foreign investment incentives
Reduce corporate taxation further

Speed-up ECFA

Broaden ECFA

Sign more bilateral trade deals

Improve research & development incentives
Introduce stronger corporate governance rules
Liberalize the labor market

Increase direct flights to/from the Mainland China
Tighten enforcement of intellectual property rights
Reduce tariffs

Other (top)

Other (third)

Improve training incentives

Other (second)

Tighten enforcement of illegal imports

Open up the tertiary education market to foreign players

0 10 20 30 40 50 60

" Other" priorities relate to single-mention issues
* *
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A special thank you

In closing, thanks to Gordon Stewart
of Independent Marketing Limited for
his professional assistance with this
project!
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About our sample
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http://www.sxc.hu/browse.phtml?f=download&id=1319105&redirect=photo

Who, When and How

The survey was addressed, via email, to the principal leader within
AmCham’s Corporate Membership. Usually this is the CEO.

The survey was sent out on the evening of the 6" of November and the last
response collected in the afternoon of November 30", 2010. [Most
responses were received prior to the municipal elections on the 27t of
November.]

The survey was conducted online with each respondent receiving a unigue
link.

Certain question choices were randomized, to avoid bias.

The survey received a total of 117 responses, representing a 33% response

rate. The survey consisted of up to 22 questions covering the
aforementioned topics

R
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Industry Classifications

We have reclassified our sample according to the ‘'STANDARD
INDUSTRIAL CLASSIFICATION SYSTEM OF THE REPUBLIC OF CHINA
(Rev.8 , 2006)’
Our sample draws from all of the major industrial classifications in Taiwan.
The one exception is ‘Water supply and remediation services’ - which
represents only 0.6% of all registered businesses in Taiwan.
Our sample is more skewed towards ‘Manufacturing’, ‘Finance and
Insurances’ and ‘Professional Scientific and technical services’, industries.
And it is under-weighted in the ‘Wholesale and Retail Trade’ industry — by
virtue of the fact there are simply some 616,000 of these businesses
registered in Taiwan, representing 52% of all business numbers.
_=\With these covenants, we believe the sample to be a fairly good
representation of business in Taiwan and a very good sample of
AmCham’s corporate membership

R
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Sample

Sample vs. universe

Percent

B No. of registered businesses stores in Universe'
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1 Statistical; yearbook of the Republic of China 2009 edited 2010
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Type of legal entity

The vast majority of businesses in this sample are wholly foreign-
owned, including 41.9% that are subsidiaries, 23.9% organized as
branch offices, and 17.1% established in Taiwan with foreign
ownership. A few of those surveyed also have an R&D center and
some have regional HQs located in Taiwan. Consequently, the

results in the next chart show multiple responses and total more

than 100%.
_ —

R
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What type of legal entity does your business have in Taiwan?

Percent

50

41.9

Wholly Wholly
foreign- foreign-
owned owned
subsidiary  firm
company

Wholly Joint Branch Repre- Global Regional R&D Other
locally- venture  office sentative  head- head- center entity
owned office quarters quarters

company
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Time in Taiwan

Our sample is split between those who are relatively new to
Taiwan (less than 15 years with a physical presence here) at 29%,
those who are established 15-30 years at 46%, and those who are
well-established (more than 30 years) at 25%. The most frequent

length of a physical presence in Taiwan is 16 to 20 years.

R
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How long has your business had a physical presencein Taiwan?
Percent

214

0.9
I
Less 6-10 11-15 16-20 21-25 26-30 31-50 51-75 76-100 More
than5  years years years years years years years years than 100
years years
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Number of Full Time Equivalent Employees (FTEE)

Our sample covers a wide spectrum of employers - from the very
small to the very large. However, 52% employ less than 100 FTEE,
27% employ between 100 and 500, and a further 22% employ more
than 500.

R
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NoO.

60

of full time equivalent employees (FTEE)

29



6.8
0.9

26 26

1.7

0.9

1.7

2.6
09 0.9

0.9

2.6
1.7

13.7
6.0 6.0
5.1
43 43

7.7
5.1

7.7
26

5.1

6.0

o
™

More than 2,000 —¥<
¢

1,501-2,000 .—\-.

H
o
1,001-1,500 : 5
J
951-1,000 «

901-950 *
851-900
801-850
751-800
701-750
651-700
601-650
551-600
501-550
451-500
401-450
351-400
301-350
251-300
201-250
151-200
101-150
76-100
51-75
41-50
31-40
21-30
11-20
6-10

5 or less

15
10

Approximately how many full time equivalent employees (FTEE) does your

business in Taiwan employ? Part-time employees = 0.5 of a FTEE

Percent
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