Reliable
Leadership
Advice™

v

SWEDCHAM.CHINA G
MU LEADERSHIP ADVISORY
hEREES Q"

W

Nordic Companiesin China 41 5 +
People & Organization
Survey Report 2025/2026

Part |
Shanghai | 28 January 2026 artners FINE_&EAM . NBA ! COMMERCE IN cHINA

P EHAEHE

N\



Content

@ Why People & Organization Survey?
@ Respondents Composition
2.1. Quantitative

2.2. Qualitative

@ Survey Results

Key Highlights & Take Aways
@ Recommendations

SWEDCHAM.CHINA
TEmREBS

W

?
//fﬁ‘ MU LEADERSHIP ADVISORY

Reliable
Leadership
Advice™

FINNCHAM (&) NBy !

CHINA

MU

DDDDDDDDDDDDDDD




Why People & Organization
Survey?
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Why People & Organization Survey? = MU

Advice”

Performance over pay:
Execution capability—not
compensation alone—drives
results in a low-growth
environment.

Sustainable performance in China is now driven less by pay leve
more by Leadership Capability, Team Execution, and Organizational Effectiveness
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Respondents Composition
Quantitative & Qualitative
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Respondents per Nordic Chamber Membership MJ

Quantitative Survey - 115 Respondents Wy | SVEDCHAM.CHINA
‘ PEREEE
80% -l I ‘ '
70% 65.2%
60% .
Nordic
50% Corporate
40% Members
20% o est. 600 .
A% companies
0% 17.4% P
9.6%
10%
0% . 0,
Swedish Chamber of Commerce Danish Chamber of Commerce Norwegian Business Association Finnish Chamber of Commerce rate: 19 * 16 /0
= AR |
Remark: A few respondents indicated membership of more than one Nordic Chamber N 115 FINCNHE\]I,:IAM I NBA !(@ " EREAE &



Respondents’ Position in the Company MJ

Quantitative Survey - 115 Respondents

100%
90%
80%
70%

60%

s 47.8%
40.0%

40%

30%

20%

o 8.7%
0% ]
GM/MD/CEOQO/President HR/HRBP/HRM Other: please specify CFO/Finance Manager
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Industry Segments Represented

Quantitative Survey - 115 Respondents

100%

90%

80%

70%

60% 54.8%
50%

40%

30%

20% 13.9%

10%

0%
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11.3% 9.6%
- - 3.5% 2.6% 2.6% 1.7%
| | —
Manufacturing Consumer & Professional Other Technology Life Sciences  Industrial Energy & New
Retail Services Goods Energy
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Size of Subsidiaries - FTE Count in China VU

Quantitative Survey - 115 Respondents

100%
90%
80%
70%
60%
20% 43.5%
40%
30%
20% 16.5%
2220 10.4%
10% - 7.0% 4.39% 6.1%
o - B s B
<50 51-100 101 - 250 251 - 500 501-1000 1001 -2500 >2501
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Respondents per Geographical Location & MJ

oL SWEDCHAM.CHINA
Quantitative Survey - 115 Respondents VJ PERBEEE
100%
90%
80%
70% 65.2%
60%
50%
40%
30.4%
30% 25.2%
20.9%
20% 13.9% 13.9% o
% 7.8% 0 70
1o . 6.1% = 52%  52% 350 35%  3.5%
o B Em B s e
Beijing Tianjin | Shanghai  Suzhou Wuxi Ningbo  Nanjing Changzhou Kunshan Guangzhou Shenzhen Dongguan Changsha | Other
North East South Other
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Respondents Profiles

Qualitative Survey - 17 Respondents
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Supply Chain: 12%

100% Mfg: 59%

90%

ar- 00 Consumer: 12%
90% 70%
80% 706% 60% A
70% ;
60% 50% { 41.2% \
50% 40%
40% 30%
30% 17.6% 20% 11.8% 11.8%
202/0 5.9% 5.9% 10% 5.9% 5.9% 5.9% 5.9% - - 5.9% 5.9%
18(;0 — — 0% I [ | e .
0 Industrial Renewable Specialty Technology Industrial Consumer  Supply Engineering Financial
Sweden Denmark Finnland Norway Mfg  Energy Mfg Chemicals Mfg Chain Services  Services
Mfg
Figure 1: Respondent’s Company Origin Figure 3: Industry Background
100% 100%
90% 90%
80% 80%
70% 70%
60% 52.9% 60%
50% 41.2% 50%
40% 40% 35.3%
30%
30% 23.5%
20% 17.6%
- 5.9% 20% 11.8%
I 10% >9% >%%
o I
. . 0%
GM/MD/CEOQO/President HRD/HRM CFO/Business
Cartiallar <50 51-100 101 - 250 251-500 501-1000 1001 - 2500

Figure 2: Respondent’s Position in the Organization

Figure 4: Subsidiary Size in China



Respondents per Geographical Location MJ

Qualitative Survey - 17 Respondents

100%

90%

80%

70%

60%

52.9%

50%

40%

30%

20%

11.8% 11.8%
10% 5.9% 5.9% 5.9% 5.9%
o ] B N
Tianjin Qingdao Shanghai Changzhou Kunshan Yancheng Guangzhou
North & Northeast East South
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Survey Results 2025
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Business Growth Results in 2025

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

W

Negative growth
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> Nearly 1/2 respondents (47%)

report business growth of 5% Or
lower, while 18% experienced
negative growth in 2025

47.0%

0,
12.2% 14.8%
- 7 | 8%
0-5% 6-10% 11-20% >20%
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Over the past 12 months, we have been
operating in a challenging economy where
consumers are cautious about their spending.
Intense competition arises not only from
competitors but also from partners, who are
under pressure to engage in extreme behaviors.’

(14
We anticipate a decline in order intake over the

next couple of years, leading to a significant drop
in revenue in 2-3 years”

)




Nordic HQs' Understanding, Communication Effectiveness & 2 MU
Alignment on P&O Challenges in China Office

113
As China increasingly becomes the primary

100% > Nearly 20% of respondents perceive HQ manufacturing and service hub, we would like
000 support as Somewhat or Very Ineffective, to see a greater transfer of strategic decision-
while 38% hold a Neutral perspective. making to the region."

80%
70%
60%

50%

40% S 34.8%

30%

20% 16.5%
0 7.00/0
e - E—
0%
Very ineffective Somewhat Ineffective Neutral Somewhat Effective Very Effective
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Imagine:
Your Product meets only 50% customers’ need and expectations.

Added value is merely average...

Yet, today Organization & People activities are

50% moderately Aligned
And only 109% are Highly Aligned

with the overarching China business strategy
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People & Organizational Initiatives Alignment with the China S MJ

Business Strategy
100% » 49.6% indicate moderate alignment
90% between current Organization & People
S0% Development initiatives and the overarching
China strategy.
70%
60%
49.6% ?
50%
a0k 38.3% :
30%
20%
9.6%
10%
2.6%
0%
Not aligned Somewhat aligned Aligned Highly aligned
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True strategic integration remains
the exception rather than the norm

» Strengthen business-people
dialogue

* Embed people and organization
development in strategic
planning

* Increase rigor in value
measurement - qualitative &
Outcome-based ROI

 Institutionalize regular strategic
reviews- impact on business
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Employee Voluntarily Turnover Rates o I’/U

100% >

90%

Advice™

Largely stable, risk-averse labor market rather than an
absence of underlying talent issues

80% 75.7% ) . . .
> Elevated turnoveris concentrated in a small minority
0% <10% turnover is 11-20%
60%
50%
11
40% Many of the truly talented
20% individuals tend to stay in their
current positions rather than seeking
20% 14.8% new opportunities unless necessary.
Lo 6.1% We remain optimistic about
’ _ 3.5% 0.0% identifying more talent in the market."
0%
0-5% 6-10% 11-15% 16-20% >20%
N=115
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Primary Reasons for Voluntarily Turnover Rates 2 MU

Advice™

> 46.1% cite the lack of
attractive career

100% development opportunities as

90% the primary reason for leaving

80% I

. H > Over 22.6% of respondents
attribute their departure to

00% I Management or Leadership

w4616 ) 6%

issues
40% I

28.7% > 13.9% Workload & burnout

22.6%  20.9% emerging factors
13. 9% 12.2%

30%

20%

) 9.6%
10% - 43% 379
0% |
Lack of career Compensation  External Management N/A (regular Workload and The Job Itself Other Reasons Toxic Onboarding
development and Benefits Factors and attritionrate)  Burnout Company
opportunities Leadership Culture

Z N =l l Y~ 2 v~ R PP CANISH CHAMBER OF
;EE%;;Q;'CH'NA %‘ MU LEADERSHIP ADVISORY 5 FINNCHAM l NBA !ﬁ nnnnnnnnnnnnnn :

CHINA

vy




Layoff Trends Among Nordic Companies

H00% > A cautious downsizing approach

90% > Most layoffs were minimal

B 41.7% reporting reductions of 0-5%
70%

60%

°0% 42.6% 41.7%

40%

30%

pA
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“«
In the past, if we wanted to renew a contract, we

were less critical and had lower expectations; if an
employee was performing adequately, the contract
would typically be renewed. Now, we will adopt a
more careful approach, including evaluation meetings
with managers followed by a second evaluation with
the Managing Director. If an employee's performance
is merely satisfactory rather than strong, we will
discuss whether to proceed with their renewal.”

9 7.0%
10% 0 3.5% 1.7% 3.5%
o I —
None <5% 6-8% 8-10% 10-15% >15%
N=115
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Layoff Trends Among Nordic Companies 2 MU

Advice™

Primary Motivation behind Layoffs
> Layoffs are primarily driven by cost

optimization and budget constraints,
accounting for 54.8%

100% > Asignificant motivation for layoffs is a lackluster

future outlook, with 51.3% citing declining
business demand

90%

80% I

70%

"

111
The primary challenge we face is driving

51.3% efficiency, which has resulted in the need to reduce
specific positions. Over the past 12 months, we
have had some downsizing, as we need to produce

60% 54.8%
50%

40%

34.8%

® , ;
200 our products with fewer people. This has led to a
0 .
21.7% reduction of 10-15% across the board.”
A3 13.9%
10.4% 7 0% o
.U70
10% - 6.1% 3.5%
0% N
Cost optimisation Declining business  Organisational Performanceissues Redundancy of Other Reasons Relocation of Regulatory or Automation and
and budget cuts demand restructuring roles business functions compliance-driven digitalisation

restructuring
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Layoff Trends Among Nordic Companies 2 MU

Advice™

Implications:
100%
90% » Protect morale and
N\, psychological safety during
o I ] transitions
70%
0% 54.8% . o € > Strengthen strategic
<o = 3 I workforce planning
40% 0 .
34.8% o > Provide structured support for
30%
21.7% affected employees
20% 13.9% 10.49%
10% . T 7.0%  6.1% 50, > Sustain investment in talent
I - e development
Cost optimisation Declining business  Organisational ~ Performanceissues Redundancy of Other Reasons Relocation of Regulatory or Automation and
and budget cuts demand restructuring roles business functions compliance-driven digitalisation

restructuring
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Foreign Staff in Nordic Organizations

100%
90%
80%
70%

Managerial

e 55.7%
50%
0% 36.5%
30%
20%
10% 2.6% 4.3% 0.9%
0% |
None 1-5 6-10 11-20 >20
lgzof’ Non-Managerial
o 74.8%
70%
60%
50%
40%
30% 21.7%
20%
10% - 1.7% 0.0% 1.7%
00/0 —
None 1-5 6-10 11-20 >20
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> Over 'z of firms have no foreign
managers, and nearly ¥ have no
foreign staff, highlighting limited
cross-cultural exposure and potential
risks to knowledge transfer and global
alignment

> Localization is no longer selective but
structural in workforce composition

“People localization offers several
advantages; we operate in manufacturing,
not technology, and our EBIT is at 10%,
which doesn't represent double-digit
profitability. However, it's still essential to
maintain a reliable bridge between HQ
and the local team, which is facilitated by
the GM role.”
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Foreign Staff in Nordic Organizations

Non-Managers

I 6-10

. 11-20

. 20

Managers
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The Dual Impact of Talent Localization: Benefits and Challenges S MJ

Talent Localization Benefits

The top two benefits of localization cited are
> stronger understanding of Chinese customers

100% & the local market (55.7%), followed by
90% > Faster decision-making & greater operational
80% agility (45.2%)
70% > 32.2% Higher employee motivation &
60% 55.7% engagement
50% 45.2%
o 0,
40% 34.8 /0 32.20/0
30% PRWAL 24.3%
20%
T 7.8% 6.1%
o BN .
Stronger Faster decision- Lower overallHR  Higher employee Better Improved relations ~ More attractive Other effects
understanding of making and greater costs (salary, engagement, product/service with local employer branding
Chinese customers operational agility relocation, housing motivation,and  adaptation to the authorities, and stronger local
and the local market packages, etc.) retention among Chinese market institutions, and talent pipeline
local staff business partners
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The Dual Impact of Talent Localization: Benefits and Challenges S MJ

Talent Localization Drawbacks

Implications:
» Build strategic local capabilities
» Enable targeted knowledge exchange

» Expand international exposure for
local leaders

100%

90%

80% » Mitigate compliance and risk exposure
70% > Institutionalize integrated succession
60% planning — combine local and foreign
% talent
>0 41.7%
. 0 . . .
40% 35.7% 32.20 31.3% ) > Track impact and refine continuously
28.7% 27.0%
30% :
20%
Lo 8.7% 8.7%
0% _—
Knowledge gapsin Weaker alignment Limited Difficulties in Challengesin Compliance Risk of losing Other effects Higher turnoverin
global standards or with HQ strategy international communication maintaining challenges in established expat management
corporate culture and decision-  experience among due to language or consistency across adheringto global know-how and positions

making local managers cultural differences global operations standards and local networks
regulations



Key Challengesin 2025

Organizational Effectiveness

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

» Agility is not merely a skill; it encompasses a way of
thinking, a system, and an organizational design
that enables the organization to function as a

unified body
0]
Do 09 i aesw
70 >0 33.9%
27.0%
. 2
Agile and Productivity Innovative and Employee Labor Cost  Effective Change Talent
Resilient Optimisation Intrapreneurial Engagement Management Management Retention
Organisational Culture and Morale

Structure
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> Strengthening agility and resilience,
improving productivity, fostering
innovation, and sustaining employee
engagement are critical priorities for
a comprehensive people and
organization development strategy

> A structural tension. Despite high level
of talent localization, Nordic companies
continue to face persistent challenges
in agility, resilience, and employee
engagement

14.8% 14.8%

|
Performance  Psychological Other
Management  Safety During Challenges

Systems Transformation



Key Challengesin 2025 MJ

Team Effectiveness

Advice™

» Results indicate a broader need to [ e
Strengthen team eﬁcecti\/eness through > Strengthen cross-functional Understanding
100% intentional organizational design and > Align performance metrics
90% capability building > Increase leadership connectivity
80% > Empower frontline collaboration
70% » Deploy cross-functional delivery teams
0% 58.3%
49 49

oo A well- 50 /O 50 /O 47.0%

conducted
40% orchestra,

where each i
30% instrument Achieve o

harmonizes to optimal sales 21.7%
20% create a performance
10% beautiful

symphony

0%
Cross-Functional Breaking Down Agility and Speed of Salesforce Sales Team
Team Alignment Departmental Silos ~ Functional Teams Effectiveness Restructuring
VJ ;}%gggcmm %‘ MU LEADERSHIP ADVISORY F|N§Hﬁ\l|;|AM ? MBA




Key Challengesin 2025 e P/U

Leadership Effectiveness

> Middle managers (43.5%), in particular, serve
as the primary drivers of execution and change
on a day-to-day basis.
100%
90% > Effective change leadership (31.3%) has
become a core determinant of organizational
success.

80%
70%

it 53.9% » Astrong linkage between strategic thinking,

50% 2 middle management effectiveness, and change

40% 35.7% 34.8% management capability
31.3% 30.4%
30%
AL 16.5%
100/0 -
0%

Building Resilient Middle Strategic Thinking Integrating Al into Change Enhancing Data-Driven
and Future-Ready Management Development Daily Operations Management Technology and  Decision-Making
Leadership Leadership Empowerment  Innovation Skills for Leaders




Key Leadership Competencies for Success in China ks MJ

Advice™

Leadership Effectiveness - based on Qualitative Insight

Leadership development

‘Employees need to develop leadership skills and
effectively follow working procedures, such as lean
production methodology. Engaging in activities like
GEMBA helps employees deal with challenges actively
rather than remaining confined to the office”

. Team Leadership & Collaboration

. Adaptability, Agility & Execution Focus

Execution is key

. Integrity, Reliability & Compliance Mindset “While it's valuable to have impressive presentations

and creative ideas, the focus should ultimately be on
execution—transforming concepts into reality rather
than just showcasing appealing proposals.

1
2
3. Communication & Transparency
4
5

. Ownership, Decision-Making & People Development
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Outlook 2026
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Outlook for People & Organization Development Budgets in 2026 S MJ

» Taken together, the findings suggest a clear tension
between Strategic Ambition and Financial «

o There is no special budget allocated for this;

instead, we have a global program that allows us to
send 1-2 employees for training at HQ. The initiative
is managed by our investors who of manage a

100%

> Continued conservatism in investment—despite

90%

heightened expectations around organizational portfolio of 12 companies. They organize programs
8% effectiveness, productivity gains, and leadership capability that facilitate meetings and networking among
0% buildin g. different companies. Add/t/ona.lly,-we conduct
team-building outings and activities to strengthen
60% our team cohesion."
47.8%

50%
40% 3570/0
30%

20%

9.6%
10% 2 6% 4.3%
0% |
Yes, significantly Yes, moderately No, | expect it to remainthe No, | expect a decrease Unsure/Need more
same information
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Outlook for Salary Incrementsin 2026

Based on Qualitative Insights

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

vy

35%

18%
12%

0~2% 3~5% 4~6%

35%

Undisclosed
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» Salary increments will continue to correlate
with GDP trends, inflation, etc., however we
observe even lower levels this year -
increments will be applied with caution.

“«
We will focus on individual performance

rather than implementing across-the-board
salary increases for all employees”

SWEDCHAM.CHINA
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Priority Areas for People and Organization Development Investment

to Support the China Strategy (2026)

» Organizations are seeking to balance short-term
efficiency pressures with selective investments in
capabilities that directly enable execution

100%

90%

0% » To maximize returns, organizations will need to move
70%

driven portfolio management

60%

50%  44.3%
40% 0
33.0% 31.3% o7 0,
U770 (o)

30% 25.2% 23.5% 22 6%
20%
10%
0%

Leadership Cost Organisational Global Strategy  Salesforce Employee Digital

Development Optimisation & Culture Change Implementation Transformation Engagement Transformation

Organisational and Upskilling

Restructuring

SWEDCHAM.CHINA
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beyond activity-based investment toward outcome-

)
14.8% 11.3%
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111
Our focus is on developing our leaders. One

leader may have subordinates reporting from
different countries, presenting a challenge in
leading international teams effectively. Not
everyone is currently in an optimal position to do
so. We need to explore ways to cultivate
entrepreneurship within our leadership ranks.”

4.3%

|
Training for  Organisational China Board,
Speedy Al Expansion CEO
Adoption Effectiveness &

Management

Development

HHHHHHHHHHHHH
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Key People and Organizational Priorities Heading into 2026 o MJ

Advice™

> Organizational transformation and change execution
(42.6%) are the top priorities for Chinese organizations

100% in 2026, driven by a competitive and dynamic market

90% environment
80% > Psychological safety and workforce resilience
— (33.9%) are gaining momentum and should be seen by
o ® leaders as strategic tools to enhance engagement and
0
® performance
50% 4) 60/0 o o o
: . ® P » In contrast, Al and digital people practices rank lower
40% 34.8%  33.9% 34,49 on the priority list, cited by 26.1% of respondents
30% 27.0% 26.1%
19.1%
20%
12.2 /o
8.7% 5
10% 5.2%
0% ]
Successful Cost-Effective  Developing a Cost Salesforce Al Adoption and Boosting Sales Elevatingthe Implementing
Organization Leadership and Psychologically Optimization Assessmentand  Digital HR Team Integratlon, role of a HR In-House
Transformation Talent Safe Relatedto  Transformation:  Practices Effectiveness Strategic leader as a Mentorship
and/or Change Development Environment People and Aligning with with Solution  Offboarding & Strategic Programs
Management Programs Organization  China market Selling training Organizational Business
needs Transitions Partner
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People and Organization Tasks Most Likely to be Automated through - MJ
Al Integration (Next 6-12 Months)

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

vy

47.8%

40.9%
33.9%

Learning & Recruitment & Employee
development talent engagement &
acquisition feedback

SWEDCHAM.CHINA
DERmMEES

.
55‘3 MU LEADERSHIP ADVISORY

> 47.8% of respondents identify L&D as the leading
use case for generative Al automation

¢ : : L.
There are no major transformations occurring in China

at this time. However, we are globally renewing our
strategic transformation with a focus on Al for 2026-2027,
as Al will be essential to our success. This approach will be
both top-down and bottom-up. While HQ will share some
Al tools, we are still exploring new ways in China to
effectively utilize Al to enhance work efficiency. We are
eager to learn more and plan to organize sessions on how
Al can improve our operations.

27.8%
19.1% 17.4%
13.9% 13.0%
Performance Employee Payroll & HR Internal Workforce Al adoption is
management onboarding& administration communication planning&  not a priority for
orientation & collaboration analytics REENS
tools
FINNCHAM (&) NBy [P S
CHINA NA A@‘Plﬂﬁiﬁﬁ



Highlights & Take Aways

Business
Expectations 2026 -
Cautiously Optimistic

Psychological
safety has emerged
as a strategic
performance lever

SWEDCHAM.CHINA 78

VJ PEREHS ‘

Cost optimization
continues to
dominate decision-
making

MU LEADERSHIP ADVISORY

Change management
is recognized as critical
but remains under-
enabled

Al adoption is
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China remains an

currently efficiency- -
y y underutilized testbed
led, not ..
: for organizational and
transformation-led . .
. Al iInnovation
(value-adding)
FINNCHAM 733 NB | A G
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So what?
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Many organizations operate like “Titanics,
while the China market requires
the nimbleness & cohesion of “rowers” in a fast-paced
competition




Top 5 Recommendations & Call to Action for
Executive Leadership in China

Strongly Align People & Organization Initiatives with China Business

1 Strategy and Develop Success Metrics to evaluate P&0 impact.

2 Invest Seriously in Leadership Capability Building: Resilience, Strategy,
Decision-making, Entrepreneurship, Agility and People Development

3 Drive Cross-Functional Collaboration and Innovative Organization/Team
Design as a Lever for Agility and Speed

4 Embed Psychological Safety as a strategic lever for Motivation, Productivity,
Employee Engagement.

5 Accelerate Al-Driven Transformation Locally. Utilize China Al technology and
ecosystem to drive global initiatives
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Top 5 Recommendations & Call to Action for I’/U
Headquarters Leadership
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Contact I’/U

Mira Lioleva Karolina NORLANDER

MU Management Consultant SwedCham China Scholar
Head of Leadership & Organizational

Advisory, Greater China

@ mira.lioleva@mercuriurval.com

0 @ karolina@swedcham.cn
+86 185 2087 3710

[ 8613761050803
O +86216139 7036

9 Shanghai

Q' +86 1852087 3710

9 Shanghai
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al reach as a core value,
ams can match your
d deliver consistently
andards, no matter
here in the world
you are.

Reliable Leadership Advice™

The home of MU Leader Selection Science™

* Unique science-based methodologies.
* Anprecisely Tailored Service.

* Quality Assured and Ethical practices.
s (= Assured>90%.




/" MU LEADERSHIP ADVISORY LeaderShip & OrganizationalAdvisory Services

Solutions guided by science
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Board & CEO '» Organizational Leadership

Strategy
Implementation Practice Sl Advisory Advisory
Pre-M&A Due Diligence Strategy Implementation Board & CEO Effectiveness Organizational Capability Diagnostics  Leadership Effectiveness (Assessment)
Post-M&A Integration Company Performance Enhancement ~ Board Dynamics Organizational Effectiveness Leadershlp Development
Org, Structure & Culture Development ~ Business Success through OKR Board & CEO Evaluations Team Effectiveness Coaching & Mentoring Programs
Change Management Succession Planning

Offboarding (Outplacement)
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