B BIET | Innovation

-

DB IR B B 2 BT, xhve?

—— R TFEIAFM, RTRAZ®

PR A TG IE A Bk A 2% INHT, AMTTAS
T B AT R REAL B IER S5O, R
AFRARZRFR, REAEEFHIA . R
Ly, QAR Ry, VRS JCAR T Ak
JE SR WARARIE A2 E Dy, RS S5 Xy DR AL B
AP 3SR AR Tl JBE 7™ A 22 i A ke [ ALY
3, WA RAE A KA R 22 AR Sl 5 B5E R R
AL, AT — 1 TR, TREBEZ N, RAE &
BTSRRI IS,

ATRER S NI PG R B 2 E, AR
SRR E L AR, 7R 8 R SO AT, AR

84 capital

AT EE L IEIHIG?

X /ZRTE - LT

e —

USRS XA T AS e FATA B ARG, 2
FHEMEERE, HATHEMSESH L RERIEE
PR SEE L

TR 2, IR 26 50 4 N6 2 5 55 2= (2 1 R % &
BB P — (o A VAR W 2 LT 3k 2 2 AR 0 251
g ] -

FRF=AL: WRATT RS — B A T, B
SETT R A O BT BT 5T B9 AT, 2SI
oAl I ZE TARMIA A | 7 i s e 55 A58 X g
g ——1X o 2 N A 220 22 A e A —— R ANRE L
ZAHL, BB R REEBAMIT TKIER
Lo MU, P2 AT EEANE — (AR R 5
O ATER G

ok




ANERENE: 3= — AR, i
T 23 . ARG A 080 AN IE AR . B T #s57
BRIV, Y 2 4 S — BB 2R 434588

BB, R, SULZREE . AR HEE A
FARAF . S A P25 | PESRIE A5 ) L2 v ] g £
MR ARZE Y HA ] — H X 28 ) i i G B oA
] 1w 6 ) (AR, X 2SR ) & B AR B E
A, SRJE & B E W AVE A ],

T —I T, AV I AT A B, VRAE e
T H AN AR AL B R 13X 8 ANt F2 ik
S5 a1,
R
FE,
K, fax
ERiRa

HHET, XN TEREANZRBZ, (HREA
BB AR B IR BRI R, HIDGTRIAZEN]
AW AL PITXE G o BLHIH, ZEATATIS I T AR 2008
PR FIP Sk R 5 AT e B UE S L AS T
TR E, % 2 RIS ZE 0, 1R A2 F
H B ARG A THIIE. ZATRA A% 1T
X BRI, R — KRR & S AR
SRR F LRI, BRI, VREEAIRARLERT I —AN ik
BT, HE BB A

e MR gE : LT IR ARG A R H2 it
JEAT RN A AN o B RS — A~ Bl R
T, AR B B A HE A A IR A BT, RS
BT R DG R A LR R, SRS
GRS RO i A M i i ) B, L S 3 S AR
HA B RZE, X S wg? nfaf4k40 [ 2
BERE, WADEERRT, OZIE AR
U4 G ER e

BRIS L RIAF ATREZIR R T A1EK
Pl HESR R L 3B R SO S B AR ARt
AT N3 B TR, PRty 5 sz s e

AN, IFSERX Jr i 2, BRI
REZL DA FLCAFD, DA TATAGAS I 5 i e 31 S 1 W
MR, B B R ES B Al A gkt i 24,
AN FEART N R TR TR FEE L, %

5% RO R R 55 1
PR ? SNSRI B 7 R
QRGPS NN SLSTRYNE S (D)

L]
il

=x
=5

¥

=

Ii

YACIEINE e

2

ARHCSHEER

=Um

EE eV AR R
BEEZEES
il A

Innovation | Bl EIER

BT

DAL 3 86 [ A it AR B R TR, AT H
R HORAR PR A o A X 2 A SR IA YT
e ARG AN A CRHP EUR LR RX 7,
TEAEAL B RE I B B B AR O RACRWE? BRI, 4N
PR REARR VA AR ? Anfuf i drr 8w e ey 62
{EE PG VRS ACRIFEE? infiTdEdr 2wl
AR (ELRTTT S 13 2

BT EMRIBEE

MR, BERAY A FIAL B 55 A
A BT A =2 ARSI AR ACH)
S AT | A HRIB PRI FEA% (H 3 32 1 95 55 Bl
PN

R 220N R e s 25 A O 2 55 P B A
Ui, SEAMEEAT L N AL

1 AT FR A R E SUR I LR R T
TR AR SOBOR BRI B9 4 K, K38 AR S 4l
BAHER

2. AT F A e M T P BA A9 S, X e
PE— LR IR T AL BL AR S5 AR R

3. BRI AMATEI AT, AT LA AP I
s

4. MOATREBHEA T O Ll N L, 68
0% AR 4, R A I AR T
BRI [ A TR AR R

EANE ATt 2 A A — L ] L

1 ABAT TR A AR, ATRESTEVR AR AR
DU TR S PR 5 00t T3 A 55

2. AARAATAHAL AR AR, A AT RETE AR A
TAPIRBL T i85 VR A R L

3 A TE R KB

4. TESCHRBTBL, il TaT A2 1k BT HURIR A Z:
B R AR AL BRI AT I8, Xl
SRR TR IATIHIL,

5. fAT TR REXS AR B AT AR RO AT R
PG OUT, AT FA E 2 A ORI T AT
REJFANIE .

6. RIEARH AT TR0 Al 55 RSB AN AR MEE I

2013/12 282518 85



B BIET | Innovation

AT, PR R B RR 3 E 22 SR AR AT T 1L
L, PO ABAT T AR LT, s B, e
ARMEST BRAE YR A 109 B 7o

A, ABATEE AR, S/ m IS — i 4
TRIN/E 27 X P SOEA AT 4FAL

L SEIRE o aPVEIRE 2 RIY BT, AR
AR, AR 38 P PR ST, AR
FE OIS Ao T % o A AR U 55 BT ) M) 2 o Y
EHAIR— DN, 18 AP 5E 2 N IR A ]
IR 1

2. AR SHIRBATES N A R — 3 T,
(AR 55 S NISHR IR B S LU R AR 22 1 i L
TERL PR AR 55 1 R v, AR REIT G IR
TR VR Ll AR SR A FR I, 1A NI
FIIBLERHI L5 ABT AR KRR

3. AGE A FDE S5 2 FI PRI SR
AEH RO 55, PR Al 2 A S8 AR ML N2 R B4
NA, BARSZRBIAR R 55 Hi il 71X
T, AR AR TR, BARBEAFA
TR 55 o AHRERT SN T2 O
5, BAEAHBA A R A HEE S AT A A R 55
oK, MR

BERIX L, AR 2 AR — (U T
M7 AR A [RVRE A7 A — SE ] S A ]t

L B L IR AMA L, A ThE
M3 I A R U o AR ANRE ZR A R A2
K 57 ik R ARE | i A S A A A
4 DR RIVEAL RS 0 52, A s PR A~ 40
AL, X — A RTCIEE S Il 55 B i
PHAFHVC Y o FEIEAPFIL T, D1/ ot 4=,
AT ATBEAN IS AN IS 2 A I, XAk, &
AT A T RE HE T S NI A =

2. HAHINAR AT REAE R ek R MR 5 T A T
O, AT RERA PR IE R X LU IR E B — S A
i

TE S, /N w038 A 2 e R — 32 H il
AR A HRTE AR BR], fl— o B R R
IR B K, SR, 23 F) 235 2

86 capital

EHARYH

HISFAL

e
=

at

N

R

?ﬂ
5>
]

R

H 55 AL A S 55 AR UL, (AR IE
R[] 7 T 0 X e I

s, BEHEBE KRB, fhes ikt
G L ESITN

“IRBDERID”

20122 304-AK, “RAEIER AR XA A HE A AR
T, BRI AR RS B L604E ISR Kk
TR AL FAEHIERBE A, 152 5 2
AT BRI, A RE A B ZEU MR/ INK
2SRRI I T R 55 A BRI S T R A
BRIPISAS, X ARS8 4] LIV A A0

TEFRME, A AR BEL A B e, >
IR, R — R IR L, sy, LR
FUEAEF O B — B a3 — S8 ARUR TIRANIE
AN A — T AR IR A, IR
SRS HEA Y 55 ST —— L A B 1
PFEAL LT FIR A LA, LU AR,

RS, XA A Ll Bl A R RE
WA AR 55 SO RN, WAEH Tk A S
E M TAEIRTE 7l 15 b, TARZE k55 AR
LA R TR RS

TEHE SO, X880 F] AL 5 AN A A ot )
AL B — BERETR A 55, I SE SR o ) 75 4 1
D AR, BT AR DT T T S AN 2
Kz, HULR, 2 al R FERE I A sk
PRI AOVERT, D8 RIS SE R [ SN
BRI AR I o PR A RN Rk SE AR A RE T A 24 W
98581 o /NN TN D Es o K W TS SN BFEia MO/
R B AT

T B 3 Ll Al AR A2 ECIE A ROl
Ui, BT LURATABAT TR AL T I T ROl A Y
TF3E o 3RBETE 5 N 1SN Ll AL A R 15 5
P BA, BE A 325 3] B AR A A4 g A 180T ) O
WO A TR PR, 22 FILE X LA 2y A
il S 55 BTG, W REAS TR S 4 8 F

BRI AF



AELENL—MNESARREMBRE
BES, ANXSTERIRERS /L

EENEE S

SpELERIM

LRI B, S TR 55 BT AR
75 A T AR, AR e AR T 5 A R A
Uiy QA B IRAE A mlvh s

FEIE I, A7 148 ) I R i 2 b 1 23k 55
TAESMU RSN AN 55T, Forh AR () A i
B2, o B AR IX ST A T I AR 1 T B4
BT 4R EAE, (H e TrT LU TR/ IR T,
XA R R R A 7 PR

AR, BN k55 TAE— AL
E

LB AIAALS R S 4

2. HE BT 55 TAE;

3. FREERT AT I RS TAE;

4. KPR AL R BINTSE s

5. HORLI TR A ORI A, A VR 1 LR
PR P A R E A

JUE DL 388 T AE AT RE S TR ATT Sk M o) A2 U
TAERR G ARKR—EL, (B ENIHSE A T— oM
BET60% ~70% M T AR, FrLIR A AN 5 =
REKE SN IR S AR —21 ) b [EI, B T4
AR TANE ALY TAESRBE, TR MR A
CUHAS 15 ZHh F F B A S A s, B2 25
A BTG T A BR ) A SO Ak 22 Fm R BESM Y
ESE

AT Z I ARE R A, S e
HH SIS, ThE A DR AR MRS 55
ML AN TAR B, PROR R Z2 50 S E AR AN
HSC, (H— B FFAERIRT A P E 2 F] AT LIS IR
HMC, K — e HH 55 TARSMIL A/ N T 1 1

Innovation | Bl EIER

Vil 55 i, JCHUR —Se s Ab VYR (3 RO LT, X [
FERERER A A A 55 A

ZHEIm

B AR G T 3 A — bR R A T
A A BRI R fof—Fh I, T2
T EIR SR ZY, LA TiE 1 4 SE R E B
AR o I i P25 25 2 AR T AN SR T A AT
FRUG=E 55 B, AA T 7 5 BT AR, BT URAT A
FHRTREAR ., 28R, AT AR B St A N A 23
S, EALH— SO T ARIE A TR

AR ) RE BR A 24 T ST RO AR Y
i, AR A — 2 A2 RN R RIS T
], WA R A BAL 23 L e A 4 AR AR
Z o NEIATIE AT T2 B (RIS R e
Ui ) SRS S AT A LRI A XA T —
P AT A ik 55 1 ZUr

INATRIHRIB AT
Atz ANATFIAEBIE 5 R e 7 U2
W87 BN i BTy s A5 LU R — L8 25
1A — L8 IR o AR SR LE A
B2 A O A E 2R A R 25k 55
R 2, ARSI . N TR A
o ) 45 TR A R A, R LUE R O 20k

TS 2 T
2. AN — e, LTS ORI B
TAE;

3. ISR (b E PG AR 1)) e R A e
U, A BRI R 1 55

4. B HINFE A FIBI 1L A Z40F F
SEAEE T AR

5. AZRE L — MRS A R TA B A
F 55, KON E R B AR 7 ZE e B L
TR VB S B — 7 A MR A B ) ) i, S i
PER YR ARG T TR 2 HE T— L8 AR
U, XL TAE BB RS AR
(HE4 BARATAR G- BF 7 IR B4 A CEO)

201312 4%2518 &7



“Should A Small Private Company Have A Full-Time Lawyer?”

Dr. E. Ted Prince
Founder and CEO
Perth Leadership Institute
www.perthleadership.org

Top Capital Magazine (Beijing)
November 2013

You wouldn't need an in-house lawyer if you are a small private company, right? Well maybe you
need to think about this some more.

Modern life is getting so much more complicated. In the old days you didn’t need an in-house lawyer
or for that matter any lawyer. People didn’t sue you and you didn’t sue them. Usually you just took
it on the chin if you were in the wrong and if you were in the right you worked things out with the
other party. But that was before we invented modern lawsuits, and universities started to graduate
huge numbers of new lawyers. And they all need a job. So suddenly we are in a totally different
world.

You might think that’s just a US phenomenon, and it doesn’t apply to China. Maybe you should
reserve judgment until you have read the rest of this article. Suffice it to say that even in China
things are getting more like things in the US from the perspective of commercial law at least.

So what are the areas and issues that would make you start to think about having an in-house
lawyer? Here are a few just to start:

Intellectual property: say you are a technology company, or even another sort of company that
has developed new types of products and services and another company copies them. Happens all
the time. You can't just leave it otherwise you lose you intellectual property that might have cost
you a lot of money to develop. At the very least you will need an outside lawyer to protect your legal
position.

Human resources issues: this is another huge area. Some of the legal areas in HR include:
Salary and compensation disputes
Benefits
Unfair dismissal
Employee theft
Health coverage and insurance
Occupational safety

China doesn’t yet have issues such as discrimination, diversity, transgender rights, private drug use
by employees and sexual harassment. However these areas are sure to become issues in China too,
probably starting first with the multinationals but then extending to private Chinese companies.

Again, even if you don’t have an in-house lawyer to work on these issues, you will often have one or
more outside lawyers dealing with them, so it's not as if you aren’t being confronted with legal costs
for these areas currently.



Product quality and safety: Does your product or service work correctly or well? Does it break
down sometimes? Are your clients happy with its quality? Well in the US that is a reason for millions
of lawsuits and even class-actions.

That might not be happening in China yet, but as consumers get more aware and stand up for what
they see as their consumer rights, you should expect more of these lawsuits. In any case, your
product or service may have a guarantee or implicit warranty that it works correctly, and this will
have to be written and prepared in such a way as to make your buyers feel good about the product
while still protecting a company’s legitimate position.

Never thought about that? If you haven't, your buyers and their lawyers will think about it for you
and you will have to respond in some way — legally often.

Your own vendors and your supply chain: You rely on vendors to supply you with parts or
components. What happen if you are a food manufacturer and you find that one of your suppliers
has been supplying you with tainted ingredients? What can you do?

Usually the first thing is to inform them and work it out peacefully but maybe the supplier was doing
it on purpose? What are your legal rights? How can you pursue them? What sort of lawyers do you
need to do this?

Contracts and agreements: Probably your company signs a lot of agreements. With your
suppliers and vendors, with partners and distributors, with employees and so on. What happens if
any of these breaks the agreement? Who works this out with the other party?

And another issue: what happens if your company breaks its agreements? How do you protect
yourself then from legal retribution, which might well be justified? How do you prevent your
company from infringing in the first place? What if it was your employees who infringed without
management knowing about it?

All of these issues can bring about a need for litigation, either on your own behalf or someone else’s.
Litigation is usually expensive. How do you avoid it? If you have to defend yourself, or make a
complaint against another party, what is the best way to do it?

And when you do it, how do you participate in the legal action at least cost? How about protecting
the reputation of your company? What about keeping the trust of your customers and particularly
your partners? What do you do to protect your brand and your market positioning?

So Many Lawyers, So Few Choices

Actually you have 3 main choices:
Outside lawyers
Inside lawyers
Using legally-trained non-lawyers

Most companies use external lawyers from outside law firms. They have a number of advantages:
1. They are usually expert in their particular field; these days as law gets more complicated,
that is very important
2. They are supported by a team of other lawyers who are also expert who can make sure they
don't make mistakes



3.
4.

You only pay them when you need them
They are plugged into this particular area of the market and can give you valuable
intelligence about market and legal trends within it

But using outside law firms also can be associated with a number of problems too:

1.
2.

3.

They are free agents and can work for your competitors without you knowing it

If they are working for other companies they can pass on proprietary information without
you knowing it

They can often over-bill you

They can substitute junior lawyers who have little knowledge and experience for senior
lawyers so the quality of your legal work suffers

They don’'t usually understand your own particular business and can inadvertently offer you
advice that is not appropriate in business terms, even if it's correct legally

If you do have a complaint against them, it's often very difficult to sue your outside law firm
because they know your internal secrets and they have legal relationships that are hard for
you to fight against, even if you are in the right.

So how about hiring lawyers as in-house company counsel, as many companies do? There are some
considerable advantages in doing this. These include:

1.

2.

Commitment: an inside lawyer belongs to you. He or she can’t work for another company or
competitor. They are going to be loyal to you, rather than to the law firm that employs them.
Low expenses: Sure they might want a high salary but compared to the fees from an outside
lawyer, this is still cheap. Also they can't overbill you. And you know that the advice and
work you are getting came from your inside lawyer not from someone junior who lacks the
knowledge, experience or qualifications.

Knows the business: Your inside lawyer also knows your business. Either you hired him from
your industry, or you have trained him in it. So he knows not only your own industry, but
also your own particular business. An inside lawyer almost always knows far more about
your business than an outside lawyer and that can lead to better and more relevant advice
from a business, as distinct from a legal perspective.

So can you instead have inside lawyers? Yes, it's possible, but here again there are some significant
disadvantages:

1.

It's almost impossible for you to match the expertise that a law firm has in its own particular
field. For example, it's very difficult to have an inside lawyer who is expert enough in human
resources law, intellectual property law, product law and so on. Even if you do get an expert,
it's usually only in one field. And also it's almost impossible for them to match the level of
knowledge of a team of specialized lawyers from one law firm.

In order to match the expertise of outside law firms, you would have to hire a number of
lawyers. That would end up costing more than using outside law firms in most cases.

Inside lawyers are more likely going to have gaps in specialist legal knowledge that could
mean the difference between success and failure in particular cases and issues.

In the US, smaller companies often have an in-house counsel who is a lawyer with expertise in one
of more of the main commercial areas. But they rely on outside firms for most of their legal advice.
This advice is controlled through the role of the in-house counsel.

However two new alternatives are emerging which are being driven by both educational and
technology trends.



“Barefoot” Lawyers

China pioneered the idea of “barefoot” doctors in the 1930s and expanded the system in the 1960s.
These are people who have been trained in basic medical techniques but who are not doctors who
are used to address the vast majority of small medical problems. This increases accessibility while
reducing costs. This idea can be applied to the field of law.

In the US there are now too many law graduates. However this has an upside.

An emerging trend is for companies to hire young law graduates wit\who have not passed the bar
and then train them in particular areas such as human resources, or consumer or intellectual
property issues.

This means that these young lawyers can be trained in the company’s particular business, and in a
particular job role, so they possess both the job knowledge, the business knowledge together with a
good legal perspective.

It's still the case that many of these companies will have to hire outside legal counsel in particular
areas, But they will need much less outside advice and so it will cost them much less for this advice.
In addition the advice they get is better since it includes not only the expert outside legal knowledge
but it is also filtered through inside law graduates who are committed to the company and who
understand the company’s business very well.

Since these inside law graduates are not full lawyers, they also cost much less than someone who
has passed the bar exam. So these hybrid inside lawyers reduce costs and increase the quality of
advice and therefore the legal and reputational position of the company in legal cases and with
other legal issues.

Outsourced Lawyers

The internet is also revolutionizing the work of lawyers and law firms, just like it is revolutionizing
everything else. It is also changing significantly how US companies both large and small use lawyers
and the roles they put lawyers in.

In the US it has become increasingly common for US firms to outsource some of their legal work to
outside law firms in overseas countries, particularly in India. While these firms can’t do everything
that a normal outside law firm does, they can do some of it. This reduces cost.

Nowadays US firms are outsourcing some of the following work to overseas law firms:

Preparation of routine legal contracts and agreements

Conducting routine depositions

Preparing for routine legal cases in courts

Conducting legal research for big cases

Carrying out routine legal due diligence such as sifting through huge databases of emails for
evidence

g

While these are not the high profile duties we usually associate with lawyers, they probably account
of 60-70% of the work of an outside lawyer so this approach can often reduce costs by more than
half. This leaves the outside lawyers to focus on the more difficult, sophisticated part of the legal
task and also on these tasks which for legal and cultural reasons can't be outsourced to foreign
lawyers.



Of course, In China, this might be more difficult since most countries don't speak Chinese; in the US
we can do it because English is so widely spoken. However in China the equivalent would be to
outsource some of the routine law work to law firms outside the major cities for example in the
Western provinces where costs are much lower.

Contracted Lawyers

The Internet is also providing another approach to using lawyers. This is that a company does not
employ any lawyers, but just contracts lawyers for particular jobs over the internet. Most of these
lawyers are individuals who are not in a law firm at all. They work on their own and their costs are
therefore much lower. Of course, the quality might not be so high, but if the work they are doing is
routine, this might not be a big issue.

If you build up your relationships well with your contracted lawyers, some of these might turn out to
be as loyal and committed as internal lawyers, and they will be much cheaper. They can be
controlled by your internal line managers (your “barefoot lawyers”) who have law degrees. So this is
another approach to organizing your law function in your company.

What’s The Right Way?

In today’s world, when a small company is thinking about how to address legal issues in the best
way, | think that the following is the way to go:

1. Hire “barefoot lawyers” - some people with law degrees who you will be placed in normal
company line management such as product development, human resources, product quality
and so on and then promote them up the line in the normal way

2. Use external lawyers but have them interact with these legally-trained people in normal line

jobs

3. Use outsourced lawyers for large routine tasks, either from overseas or the Western
provinces.

4. Use contracted lawyers for some work, and have them report to line managers with law
degrees.

5. Try not to have one legal person responsible for all legal issues, because this narrows a
company'’s choices too much; however if you do hire an in-house counsel, do it in the
context where you have internal people with law qualifications in some line positions

Dr. E. Ted Prince, the Founder and CEO of the Perth Leadership Institute, located in Florida in
the US has also been CEO of several other companies, both public and private. He is the author
of two books: “The Three Financial Styles of Very Successful Leaders” (McGraw-Hill, 2005) and
“Business Personality and Leadership Success”, Amazon Kindle 2011 as well as numerous

other publications in this area. He is a frequent speaker at industry conferences. He works with
large corporations globally on leadership development programs and coaches senior executives
and teams in the area of financial leadership. He has held the position of Visiting Professor at the
University of Florida in the US in its Graduate Business School and also at the Shanghai
University of Finance and Economics in China.
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