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Chairman’s desk
FFEZE

David Eldon %X &

Earlier this year, in accordance with our usual practice, your Chamber
submitted proposals to the Financial Secretary for his consideration in drafting
the government’s 2007/08 budget. The main points — reducing overall spending
and broadening the tax base — are ones we have championed for many years,
and ones we have discussed at length in The Bulletin.

Those remain our top priorities, but they are certainly are not the only ones
we’ve made on behalf of members. For many years, we have urged the
government to adopt group loss relief, by which companies in a group would
be permitted to off-set losses in one business with profits in another. This year,
I’m pleased to say, our arguments have at least attracted notice, if not approval.

The arguments most commonly used against group loss relief are three: loss of
revenue, tax avoidance (or a concern that goes further — tax evasion), and
complexity. Below, I’d like to address each of these and, hopefully, show why
they are unsubstantiated.

. The experience of other jurisdictions that have adopted group loss relief shows

little, if any, loss of revenue in the immediate aftermath of the policy change.
Corporate groups, particularly in Hong Kong, have the ability to move
transactions from company to company, so as to legitimately minimize their tax



obligations. By rendering those transaction shifts unnecessary, companies would
save on administrative and accounting costs, thereby increasing taxable profits.

Some argue that the potential increase in such profits would not be sufficient
to off-set revenues that would have been collected without either group loss
relief or the practice of moving transactions among companies. That, however,
is a false comparison. Completely legally, companies do move some
transactions to where they might attract less attention, so the potential loss of
government revenues must be smaller than if they did not. Moreover, group
loss relief provides greater transparency to investors, stakeholders and the
Inland Revenue Department. As one of the best financial centres in the world,
we should be encouraging — not discouraging — greater transparency of accounts.

The FS (and others) have argued that group loss relief would require
substantial changes to the tax code for the purpose of detecting and preventing
tax evasion. Yet, Section 61 of the Inland Revenue Ordinance already provides
for dealing with any transaction “which reduces or would reduce the amount
of tax payable . .. where the Assessor is of the opinion that the transaction is
artificial or fictitious . . .” Section 614, a very broadly worded bit of regulation,
specifically addresses transactions that have been solely constructed to obtain a
tax benefit.

If these clauses are insufficient to address the issue of tax evasion, they should
be examined and modified anyway. As they have not been the subject of
attention, either from the IRD or the Treasury, we should assume that they do
the job properly. To derail the adoption of group loss relief because current
legislation is unable to cope with more transparent accounting is, to say the
least, inappropriate.

We rightly pride ourselves on our simple tax system, and we wholly endorse the
view that introducing unnecessary complexity should be avoided. Does, then,
group loss relief need to be complex? The experience in Singapore — which
followed New Zealand’s model — suggests not. When the policy was adopted in
Singapore (in 2002), only one section (37c) was added to the law; a section of
about 2,000 words. Nothing was done in respect of anti-avoidance measures,
which suggests that the existing ones were adequate for the job.

Ten years ago, Hong Kong’s profits tax rate was 10 percentage points lower
than that of Singapore. As of the passage of each government’s latest budget,
that gap will have been reduced to just 1/2 percentage point. Aside from
subsidies, tax holidays and other efforts our competitor makes to woo business,
the offer of group loss relief helps put Singapore’s effective corporate tax rate
below Hong Kong’s for many companies.

Tax rates are not the decisive factor when companies chose where to locate;
they are one of many factors. They do weigh heavily in the decision, and they
are something that we may utilize to ensure that our competitiveness does not
erode. We hope the Financial Secretary will reconsider. &

David Eldon is Chairman of the Hong Kong General Chamber of Commerce.
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Legco viewpoint

MAERE

Jeffrey Lam #k iz

o 25 P

April marks the start of a new fiscal year for the government. The Appropriation
Bill 2007, which the Legislative Council passed, was welcomed by many. The
series of one-off tax rebates and long-term tax relief measures to adjust the
salaries tax, rates and additional social welfare assistance were initiated to benefit
the community at large, while the decision to reduce the duty on alcoholic
beverages was made to promote the development of Hong Kong as a wine center
for the region. However, the budget did not include any proposal to reduce
profits tax. I hope that the government will reconsider its decision and reduce the
profits tax rate soon to boost Hong Kong’s competitiveness.

I was disappointed that there was no attempt to reduce the profits tax rate in this
year’s budget. Hong Kong’s low and simple tax regime has long been a strong
attraction for foreign investors, but lowering profits tax rates has become a
growing international trend in recent years, which means we no longer have an
amazingly low tax rate. For instance, Singapore cut its profits tax recently to 18%,
just 0.5% above Hong Kong’s rate of 17.5%. As such, lowering our profits tax rate
is crucial if we are to further sharpen Hong Kong’s competitive edge.
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With the government’s fiscal reserves standing at $365.8 billion, now is an
opportune time to lower the tax rate. The Chief Executive, Donald Tsang,
pledged to gradually reduce profits tax to 15% within five years, but I hope that
he can do so even sooner to maintain Hong Kong’s competitiveness and to
attract more investors.

At the Joint Business Community Luncheon with the Financial Secretary last
month, Henry Tang said the adoption of group loss relief and loss carry-back
would erode Hong Kong’s advantage as a simple tax regime. He claimed such a
measure would make tax laws more complicated as companies would abuse it
by evading tax, adding that businesses are already allowed to offset their losses
against future profits. As many countries have implemented such tax relief
measures to facilitate SMEs’ cash flow, I sincerely hope that the Financial
Secretary will continue to study the feasibility of these proposals.

The adoption of our proposals to reduce the duty rate on beer and wine in this

year’s budget is worth celebrating. Hong Kong’s high duty on alcoholic
beverages was among the highest in the region, so I welcome the reduction
announced in the budget and hope this is just the beginning of a series of
attempts to gradually abolish the duty on alcoholic drinks. Given that

Hong Kong is a culinary paradise, and as the old Chinese saying goes, “A
thousand glasses of wine are not enough when bosom friends meet,” beer and
wine play a significant role in social life. Now with lower duty on alcoholic
beverages, more businesses can benefit from the expected increase in consumption.

At face value these proposals will cost the government about $350 million
annually, but I believe the measures will actually increase revenue as the cut
will stimulate the catering and tourism industries. It is also an important step
in promoting the development of Hong Kong as the region’s wine exhibition,
trading and logistics centre, which will inspire the growth of support industries
and job opportunities to help boost economic growth.

Talking about wine exhibitions, I note that this year the Hong Kong Tourism
Board will expand its promotions of the SAR to the convention and exhibition
market. I think the government should pro-actively develop more tourist
attractions to enhance our appeal. It should also encourage business travellers
to stay longer and bring their family or friends to enjoy Hong Kong together.
This year, Hong Kong will celebrate the 10th anniversary of the handover with
a host of festivities. The highlight of the anniversary will be the arrival of a pair
of lovely giant pandas as a gift from the Central Government to Hong Kong,
who will join An An and Jia Jia at Ocean Park. Apart from bringing smiles and
joy to everyone in Hong Kong, these national gems are also great attractions
that tourists cannot resist! ¥

If you have any views or comments, please send them to me directly at,
Jjefflam@fowind.com.hk, or visit my Website at www.jeffreykflam.com

Jeffrey Lam is the Chamber’s Legco Representative.
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CEO comments
MR

Alex Fong 5 #&f#

As China’s Premier Wen Jiabao said during a press conference after the
National People’s Congress and CPPCC meeting, Hong Kong’s role as a
financial, trading and shipping center will continue to be strong in the years to
come. The just completed China Committee working mission to Beijing was
very productive and helped delegates sharpen their sense of what the Premier’s
statement means.

During the trip, delegates met with officials from a number of ministries,
including Vice Minister of Commerce Liao Xiaoqi, who talked about our
suggestions that a wider scope of services and further co-operation between
Hong Kong and the Mainland could be worked out to facilitate the service
industries’ growth.

We also discussed CEPA IV as well as the opening of RMB business services in
Hong Kong, in addition to changes to the export processing trade. You can
read more details on the trip on page 16 of this issue of The Bulletin, but for
those who would like to ask questions and were unable to join the trip as it
was very heavily over-subscribed, we will be holding a debriefing session later
this month (please check the Chamber Website for more details). This will be
a“members only event,” so that delegates can share more freely their personal
experience gained from the trip with other members. We will also be
announcing the details of our next China mission at the debriefing session,
which will be to Chengzhou to study business opportunities in central China.
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It was clear to the delegates on the Beijing mission that Hong Kong based
companies will play an even more active role in assisting Mainland
companies to “go out” into the international arena, especially as Mainland
firms increasingly draw on our marketing and financial expertise. Hong
Kong will also play an increasingly active role in helping international
companies to “go in” to tap new opportunities and navigate the complex
China business landscape.

Against this background, and to help members better understand possible

business opportunities that may arise from the rapidly changing economic
landscape between the Mainland and the rest of the world, the Chamber will
launch a new “Business Connect with China in a Rapidly Globalizing
Economy Series” on April 16. The first session will deal with China’s
relationship with Asia and what it means for Hong Kong based companies.
The series aims to provide a forum to allow members to have an exchange of
views and information with senior government officials, economists, and
business leaders on how the new “Going In — Going Out” developments can
help them to create business opportunities for themselves. The first series
will talk about the changing relationship between China and Asia and what it
means for Hong Kong and companies based here. We are very honoured that
Wang Hui, Deputy Head, Commercial Office, Economic Affairs Department,
Liaison Office of the Central People’s Government in the HKSAR, will speak
to us and to help us kick off this series. You will be able to get the latest
updates on the discussions relating to CEPA, 9+2, 10+1, 10+3 and 10+6.

I am sure members will find this new series very enlightening and
stimulating, and hope you will be able join us to participate in the exchange.
To allow a more in-depth and free exchange, the event will be “for members
only.” You will find more details on the Chamber’s Website. We believe this
new series will be as popular as the just-completed China trip and as seats are
limited, I encourage you to sign up immediately to secure your seat and
avoid disappointment. ¥

Alex Fong is CEO of the Hong Kong General Chamber of Commerce.
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The Hong Kong General Chamber of Commerce
Annual General Meeting
May 3, 2007
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The Annual General Meeting of the Chamber will be held at 6:00 p.m. on Thursday, May 3, 2007,
at the Hong Kong Convention and Exhibition Centre, Meeting Room 301.
Registration of members will start at 5:00 p.m.
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the globe.
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"
HKGCC delegates pose for a
group photo.
FTRAREBERER -

During the China Committee’s packed

mission to Beijing, our delegation visited a
number of ministries and commissions, and
was briefed on a wide range of issues, from
China’s macro-economic development to
noteworthy emerging trends. We also gained a
better understanding of China’s newly-
promulgated policies relevant to Hong Kong
business, such as policy adjustments
governing the processing trade.

On a macro-economic level, China’s 11th Five
Year Plan got off to a good start in 2006,
against a positive backdrop of high growth
and low inflation that is expected to continue
for some time. However, during our visit, it
was obvious that the ministries and

S China’s Changing Business Landscape
TEEEPEHIRE

commissions were extremely concerned
about the external imbalances of the
Chinese economy, especially the massive
increase in China’s trade surplus, which hit
US$177.5 billion in 2006 and US$39.6
billion in the first two months of this year —
a whopping 225% increase compared to the
same period last year. They were also
worried about the continued ballooning of
China’s foreign currency reserves, which
surpassed the US$1 trillion mark in 2006
and saw a net increase of more than US$200
billion in that year alone.

A study led by the Ministry of Commerce
is now underway to explore quick fixes to
narrow the trade surplus effectively



During the Chamber’s visit to Beijing,
ministries expressed their growing
anxiety about trade imbalances and
pollution, and stressed their
resolution to deliver solutions

FEnR R SEBEHRTREIESIRE
BRERAEHE UEBOMARRABRAR

through promoting imports. Meanwhile, the
Ministry of Finance, the State Administration
of Taxation and the General Administration
of Customs are formulating policies relating
to their respective areas of responsibility. I
have never seen this in my many years of
study and research on the opening up of the
Chinese economy. The Chinese government
may, some time in the future, announce a
series of policies to increase imports. Failing
this, the huge trade imbalance may trigger a
serious trade conflict and greater external
demands for renminbi appreciation, which
may lead to even greater diplomatic and

political pressures. For example, the U.S.

Congress is once again planning new trade
sanctions against China.
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China Committee Returns from

Successful Working Visit to Beijing

A 38-member Hong Kong General Chamber of Commerce
delegation returned to Hong Kong from Beijing on March 29,
wrapping up a very successful three-day business mission
to the capital.

Delegates, from the Chamber’s China Committee, met with
officials from a number of ministries, including Vice Minister of
Commerce Liao Xiaoqi, during their annual working mission to
Beijing, led by Alan Wong, Chairman of the committee.

David Lie, honorary mission leader and HKGCC General
Committee member, said in addition to exchanging views
with various ministries on the future roles for Hong Kong as
an international financial and trading centre, the delegation
also raised the issue of the trade processing industry.

“We expressed our concerns about the adjustments to the
tax rebate system and the possible effects for

Hong Kong investors in the PRD region,” he said. “We
understand that the Chinese Government must resolve
trade imbalances and improve environmental protection,
but we sincerely hope that the authorities will give investors
a sufficient grace period to adapt to the policy changes.”

The Chamber also submitted a survey to ministries on this
issue to illustrate the difficulties faced by its member
companies as a result of changes to processing trade policies.

The Vice Minister of Commerce said the changes were an
inevitable measure to curb China’s trade surplus. After 20
years’ of unprecedented economic growth under the
country’s open door policy, global demand for China-made
goods continues to rise. A side-effect China’s booming

Sun Songpu (centre), Vice Minister
of Customs, General Administration
of Customs, said macro economic
control measures are needed to
curb China's growing trade surplus.
BHARARRENE () RF - PEE
EHRBCHIER  SUENR B SRANRE
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Chinese President Hu Jintao visits
U.S. President George W. Bush at
the White House last year. Huge
trade imbalances may lead to
even greater diplomatic and
political pressures, as the U.S,
Congress is once again planning
new trade sanctions against China.
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Seizing the new opportunities arising from
China’s expected efforts to encourage
imports by taking advantage of Hong Kong’s
position as an international trading centre is
something that Hong Kong’s trading firms
can consider, given their good understanding
of overseas markets.

After meeting the Central Financial Work
Leading Group (CFWLG), the Bureau of
Economic Operations and the National
Development and Reform Commission
(NDRC), the delegation came away
convinced of the Chinese government’s
determination to implement a sound
development model for pursuing sustainable
development. Under her 11th Five Year Plan,
China explicitly aims to reduce energy
consumption per unit of GDP by 4% each
year, or a 20% reduction in five years. China’s
strong economic growth in 2006 meant its
energy consumption reduction goal fell short
of the 4% target. Energy consumption began
to fall in the third quarter, achieving only a
1.23% reduction for the year.

According to the NDRC, China will step up

efforts to monitor her environmental

performance this year, with more stringent
environmental legislation in the pipeline.
The implementation of these policies at all
levels of local government will also be
rigorously supervised. Departments like
the NDRC are studying new policies to
cope with the more stringent demands by
the international community on
environmental protection and greenhouse
gas emissions in the post-Kyoto era.

While facing immense pressures in
environmental conservation, China may
seek to benefit from significant business
opportunities in this area. As a member of
our delegation observed, based on a yearly
energy spending of over HK$300 billion
among some 87,000 Hong Kong businesses
operating in Guangdong, a 20% reduction,
if achieved, can be translated into a market
opportunity worth HK$60 billion. It is a
pity that this huge business opportunity
has yet to be transformed into tangible
demand through state policy or market
forces. The Central Government had
indicated that they would seriously
consider the appeals by enterprises
regarding this issue.

CHUCK KENNEDY/KRT



—

BLIEREZ 00 ? MORE PROFITS?

BRRIGEIKET - ZAZEE %5 !

IT ALL STARTS WITH GOOD INTERNAL CONTROLS.

RIAEIEER )R RiETrLE
HEERERE B A S ARIRMME
RIS B MHSIE  HE 8§
B ABEHERERMEREHIE - M

RiRizEl o
. gEES HE?%#_%?E :
diverted EBiTi& tI&GATE

g;]rftlerr]iiigl)iers FREIE B RE
/4 —tRE BREE
o [RIRFEEEE

inflated
The Advisory Services Group of the
Corruption Prevention Department,
Independent Commission Against
Corruption provides free corruption
prevention service to strengthen
controls in your systems for
procurement, stores management,
sales, accounting, staff administration,
information security, etc.

o EIRERAS T E Features of service:

S fiCtiﬁt‘?US Tailor-made for your needs
o BERIMN overtime
leakage of claims Speedy response

customer Strict confidence

= 4 amzs information
o §RLEEH
payroll frauds

Fh = % % B R M
ADVISORY SERVICES GROUP

RHABHLEERE BETIRLIBEIRREKNE2412
Conuption Prevention Department, ICAC  24/F Fairmont House, 8 Cotton Tree Drive, HK

BEE(Tel.) : 2526 6363
B&(Fax) : 2522 0505
EE(E-mail address) : asg@cpd.icac.org.hk




20| Cover Story # E & % | TheBulletin L#§JI1 ) APR 2007

Members meet with Liu Mingkang, Chairman,
China Banking Regulatory Commission.
PARTREKTTIFHAHRNE -

economy is increased trade friction with her
trading partners, in addition to rising inflation.

Sun Songpu, Deputy Director, General

Administration of Customs, told members that
although other factors were swelling the trade )
surplus, macro economic measures were needed

to control the sector. Therefore, further adjustments
could be made to the export tax rebate rates for certain
goods and the catalogue of prohibited commodities in
the processing trade, according to the “dynamic
adjustment” as stated in Notice 82.

Mission leader Alan Wong said officials emphasized
Hong Kong's unique position as an international
financial centre and that “with the implementation of
CEPA 1V, as well as the opening of RMB business in
Hong Kong, they urged us to grasp new opportunities
and utilize our strengths.”

During their meeting with Chairman of the China Banking
Regulatory Commission Liu Mingkang, members discussed
the different exchange programmes for professionals
between Hong Kong and the Mainland’s banking industry,
and how Hong Kong could strengthen its professional
training position for the Mainland in the near future.

Concerning the development of Mainland banks, the
commission is adopting a policy of non-intervention.

Mr Liu told members that small- and medium-sized
banks in China will plan their own strategies to compete
with larger banks, and wasn't overly worried about the
development of banks in the country.

Tu Guangshao, Vice Chairman of China Security
Regulatory Commission, said few enterprises have the
ability to list on both the A share and H share markets.

Mission Leader Alan Wong (left)
and Chamber CEO Alex Fong
present Liao Xiaogi, Vice
Minister, Ministry of
Commerce of the
People's Republic of
China, with a small
memento after
their meeting.
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As the A share market focuses mainly on the Mainland
side, and the H share market targets global investors, he
believes that future enhancement of the two markets
based on their different functions could help Mainland
companies go global.

However, the decision to list a company in either the
A share market or the H share market, or both, depends
on individual companies’ business plans, he added.

HKGCC CEO Alex Fong said the China Committee’s annual
working visit to Beijing is one of the most popular
missions that the Chamber organizes during the year.

“Because this year's mission came very close to the end

of the National People’s Congress, meetings with

ministries allowed our members to get a clearer picture on
Hong Kong's position. The Chamber will continue to
organize more seminars and missions for our members, so
that they can make full use of Hong Kong’s role as a
springboard for investments into and out of China,” he said.

During the mission, the Chamber also met with:

Wang Xiaohua, Deputy Director for the Taxation Reform
Department of Ministry of Finance; Wang Li, Deputy
Director, State Administration of Taxation; Yang Weimin,
Deputy Secretary, General of National Development and
Reform Commission; and Han Wen Xiu, Vice
Commissioner of Macroeconomic Bureau, Office of
Central Financial Work Leading Group.

During their stay in Beijing, the delegation was hosted to
a number of dinner parties to exchange views on
opportunities for Hong Kong and the Mainland. Members
also met with: Zhou Bo, Deputy Director, Hong Kong and
Macau Affairs Office of the State Council; Qian Lijun,
Director General, Council’s Department of Exchange and
Cooperation; Thomas Tso, Director, Beijing Office of the
SAR Government; Allen Fan, Chairman, Hong Kong
Chamber of Commerce in China, as well as the China
Council for the Promotion of International Trade.



Our visit also touched on the major issue
concerning the status and positioning of
Hong Kong as an international financial
centre. At the meetings, the officials of the
CFWLG, NDRC, the China Banking
Regulatory Commission (CBRC) and the
and the China Securities Regulatory
Commission (CSRC) pledged their
continued support for Hong Kong as a
financial hub, and that it will not easily be
replaced by any other city in China.

The CSRC is also working on plans for
closer cooperation between the Chinese and
Hong Kong securities and financial sectors
by, for example, encouraging concurrent
dual listings of A and H shares. At the same
time as H share companies are returning to
the A share bourse, A share companies will
also be encouraged to list on the H share
bourse. This is to help these companies
pursue a strategy of international
diversification. A leading official affirmed
the regulatory authorities’ continued
support for Mainland companies seeking a
listing in Hong Kong, with the procedure,
direction and principle already in place to
remain unchanged.

The CBRC heaped lavish praise on the
Hong Kong Stock Market for its substantial
contributions to the reforms and listings of

the Industrial & Commercial Bank of
China, the Bank of China, and the China
Construction Bank. This is one major area

The Bulletin ‘1215

of economic integration between Hong Kong
and the Mainland (including a new phase of
CEPA) that can be further strengthened.

Another major task of this delegation was to
sound out the relevant state authorities on
adjustments to processing trade policies, and
to voice the concerns of the Hong Kong
business community. The clear message from
the Ministry of Commerce, the NDRC, the
Ministry of Finance, the General
Administration of Customs and the State
Administration of Taxation was that
adjustments to processing trade policies were
a matter of established policy. In addition,
following last year’s scrapping of the export
tax rebates for resource-, energy- and
pollution-intensive products, current restrictive
policies governing the processing trade
would only be tightened up instead of being
relaxed. An official stressed that China could
no longer export its profits overseas while
retaining the pollution within its borders.

An official even cited a specific example. In
2006 China exported 40 million tonnes of
steel (China produced as much steel as the
other 15 top producers in the world combined
in 2006). The energy required for steel
production in China was equivalent to 30
million tonnes of standard coal. If China did
not process and manufacture this amount of
steel for export, and did not earn the income
derived from processing, the energy
consumption per unit of GDP last year would

TIM JOHNSON/MCT
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The Xinfeng power plant rises out of the
rolling hills and grasslands of Inner Mongolia.
The power plant never got official approval
for construction, and was ordered shut
down, signifying the government's resolve to
combat illegal construction and tighter
control on the environment.
ABENFBBEHERITASR - ANBEBER
BR - ARERTSHE  BHRRBABHITRFEE
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have dropped a further 1.2%, which would
have provided a better guarantee of achieving
the stated environmental goals under the 11th
Five Year Plan. More and more senior officials
in China are obviously placing environmental
protection before GDP growth.

In view of the potential impact of
adjustments to processing trade policies in
the interests of many Hong Kong firms, the
ministries and commissions, as represented
by the Ministry of Commerce, are
advocating a very cautious approach, by
allowing Hong Kong enterprises a

China exported 40 million tonnes of steel
in 20086. If it did not process steel for
export, officials estimate the country could
reduce energy consumption per unit of
GDP by 1.2%.

REIR 2006 FiH 0 4,000 BHEIAE - AL E &R
EREREH0  PEEMBEREELENE
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transitional grace period. Further details of
this will be reflected in soon-to-be

released documents issued by the Ministry
of Commerce.

Departments like the General
Administration of Customs are also
implementing measures like the “e-ports” to
help processing trade firms to better
conduct further processing transfer
operations, thus enhancing their asset
chains and adding value to their operations
in the Mainland. However, the delegation’s
impression after meeting departments was
that even more stringent restrictions would
likely be imposed in the future.

With different departments showing different
attitudes towards adjustments to processing
trade policies, the HKGCC delegation’s visit
offered a timely opportunity to convey the
concerns and opinions of Hong Kong
enterprises to various Central Government
departments, in the hope that more thought
could be given to the situation of Hong Kong
entrepreneurs before finalising any new policies.

On the whole, from our meetings with the
leading officials in the ministries and
commissions, we could clearly sense a change
of mindset among officials in the Mainland.
They are gradually gaining a deeper
understanding of what a sound development
model and sustainable development should
be, and this understanding is being quickly
translated into new policies. It is therefore
imperative that Hong Kong firms adjust their
positions in the Mainland, and rapidly pursue
sustainable development of value-added
services with low energy consumption. &

Dr Zhu Wenhui is a commentator on China’s
economic development for Phoenix Satellite TV.
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Delegates meet with Zhou Bo (centre), Vice Minister,
Hong Kong & Macao Affairs Office of the State Council,
and Qian Lijun (right), Director General of the
Department of Exchange & Co-operation, Hong Kong &
Macao Affairs of the State Council.
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A Chinese worker sews a label
for Saks Fifth Avenue onto a
sweater at the Alpha Ningxia
Cashmere Company. The Central
Government is encouraging
manufacturers to move up the
value chain.
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detect early disease processes at a time when intervention can
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The 2006 by-census shows the changes that have
affected Hong Kong in the first decade since the
handover, or as close to it as useful. As one might
expect, the fundamentals haven’t changed much, and
yet it is that lack of change that is worthy of note. But,
as we head for the 10th anniversary of the handover
celebrations, a look back might be interesting.

First, the basics. As of the middle of last year, we
were 6,864,346 people in total, or roughly 14 weeks
worth of tourists (we received 25.3 million visitors
last year, up 8% per annum over 10 years or 115.8%
in total). Given a most recent 0.4% annual
population growth rate, we can now get used to
saying Hong Kong has 7 million people (but, be
sure to mention that half of us are 20-49 years of
age, and 52.3% female).

The unusual thing is that there are only about
450,000 more of us than in 1996, an increase of 7%
or 0.68% p.a. Projections at the time were that the
population would rise by nearly 1% p.a., putting us
at around 7.1 million today. And, believe it or not,
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there are actually fewer people (about 1.27 million)
living on Hong Kong Island than in 1996 (1.31
million). The big increases were in Sai Kung (an
extra 208,500 people) and Yuen Long (up 193,160).
Inconsistencies such as these can wreck havoc on
infrastructure planning.

It can’t be denied: we're getting older. The number
of children under the age of 20 fell 16.6% in the past
decade, a drop of more than 274,000. We ‘lost’
another 245,000 in the 20-39 age group, for a 13%
reduction in the number of under 40s. As one of
those who contributed to the aging of Hong Kong’s
population (it sure beats the alternative!), my
slipping into the over 40s age group helped push
that share of the population up by 38.6%, or more
than 940,000 people.

Anyone who spends more than an hour or two in
our city knows we have left a substantial footprint
on the environment, but we can take heart that our
domestic electric power consumption per household
rose only 1.1% since 1996.
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We're also better educated, which means we should
be able to figure out a way to reduce our pollution.
Over 19% of us who are already beyond the age of
15 have completed some program of education
beyond sixth form, up 46.7% from a decade ago.
Those doing a formal degree course rose 74%. Our
preference was business (32.3%), followed by arts
and social sciences (17.6%) and science and
medicine (12.1%). Surprisingly, less than 8% chose
computer sciences.

Naturally, we went to work in the services sector. It
should come as no surprise that the fastest growth in
new jobs created over the past decade were in
finance, insurance, real estate and other business
services (up 39.8%). And, we would expect that
manufacturing would have lost about a quarter
million positions. What might be unexpected is that
the largest share of new jobs — 225,000 out of 322,000
— was in community and social services.

Our economy expanded by 19.7%, but all of it came
in the last two years; prior to that, we were still
contracting. On a per capital basis, GDP is up
12.7%, to HK$214,711 per person. But, because
more of us have our own flats, it works about almost
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exactly the same on a per household basis ($644,000)
as it was in 1996.

The normal reaction to stagnant household income
over an entire decade is frustration: why can’t we do
better? In fact, we have done much better when we
consider that our purchasing power rose more than
10% in comparison to consumer prices (which fell
9.4% over 10 years). Toss in an extra 4% for the rise
in the value of the Hong Kong dollar on an import-
weighted basis, since just about everything we
consume is purchased from abroad.

The past 10 years saw as much up-and-down as we’ve
seensince the late 1960s and early 1970s. From the
Asian Financial Crisis to the dot.com bust, the Y2K bug,
a U.S. recession, 9-11, avian flu, depression, deflation,
SARS, Article 23 and soaring oil prices, Hong Kong has
been through the wringer. On aggregate, and using that
favorite economists’ trick of very carefully selecting
beginning and ending points, were looking pretty good
10 years down the road. But, let’s hope the next stretch
of highway has fewer potholes. &

David O'Rear is the Chamber’s Chief Economist.
He can be reached at david@chamber.org.hk
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China Will Take Its Time to
Improve RMB Flexibility

By Adrian Li

Since July 2005, when the People’s Bank of China
(PBOC) ended the de-facto peg of the renminbi
(RMB) to the U.S. dollar and adopted a managed
float, the RMB has strengthened by nearly 7%
against the greenback.

The managed float regime has operated smoothly for
more than one and a half years, during which time
the PBOC has gradually shown greater flexibility in
the management of the currency. In recent months,
the RMB exchange rate has exhibited a faster pace of
appreciation and higher volatility. (Chart shows the
Bollinger band, which measures volatility, has
become increasingly wider.) With the introduction of
a market maker and over the counter (OTC)
transactions in the inter-bank spot forex market, the
RMB exchange rate seems to be increasingly driven
by the market forces of demand and supply.

RMB revaluation is not a panacea for

the trade imbalance

Despite this progress, China continues to face rising
external pressure to accelerate the pace of RMB
appreciation. American critics have long claimed
that an artificially undervalued RMB has given

i

.

Mainland exports an unfair advantage. Their
complaints only grew louder after the U.S. trade
deficit with China swelled 15.4% to an all-time high
of US$232.5 billion in 2006. Congressional calls for
retaliatory tariffs have returned, as Congressmen
seek support from the administration to pressure
Beijing to take greater measures to free up the RMB
exchange rate.

However, whether punitive tariffs or a sharply
higher RMB are the right cures for the U.S. trade
deficit is highly debatable.

Approximately one half of the Mainland’s exports
are produced by foreign-invested companies. As
Commerce Minister Bo Xilai said on the sidelines of
the recent session of the National People’s Congress,
“In the Sino-U.S. trade relationship, China gets the
trade surplus; the United States gets the profits.”

If China allowed a sizable appreciation of the RMB
in order to reduce its export competitiveness, U.S.
suppliers would simply shift production to other
countries to satisfy American consumer demand for
reasonably priced goods. Aslongas U.S. consumers
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maintain their current spending patterns, the U.S.
trade deficit will not be significantly reduced.

Furthermore, China’s relatively weak import growth
has been a major contributing factor to the
country’s mounting trade surplus. Although the
U.S. has a comparative advantage in high
technology, it purposefully restricts high-technology
exports to China. Over 2,000 categories are
currently included on the restricted list, and the
application procedure for export permits is overly
lengthy. As a result, technology exports from the
U.S. to China have been growing only half as fast as
those from the European Union, and markedly
slower than those from Japan.

Therefore, a better approach to restoring the Sino-U.S.
trade balance would be to encourage Chinese imports
by boosting domestic consumption in China.

This is precisely the argument put forward by U.S.
Treasury Secretary Henry Paulson.

He has also urged China to improve the functioning
of its domestic capital markets and to open the
financial sector to greater foreign competition.
Reducing the obstacles that U.S. financial-service
firms face in China would play to a U.S. strength
and benefit China by promoting quicker
development of financial markets.

Domestic considerations prevail during

the course of reforms

During the course of the transition to a more market
oriented exchange rate regime, China’s exchange rate
policy will be determined by domestic considerations,
not by foreign pressure. The currency reform
programme will continue to emphasise a progressive
and gradual approach, as the nation’s banks and
companies will need time to develop the market
infrastructure to cope with a free-floating currency.

As most Chinese exports are still low value-added,
the profit margins of exporters have already been
Squeezed by high commodity and energy prices.

Too fast a pace of RMB appreciation could force
them to shut down their operations, leading to a
surge of unemployment. At the same time,
foreign currency assets held by Chinese
companies would be eroded with continued
appreciation of the RMB. Since the current
financial tools to hedge exchange rate risk are
limited, they will need time to restructure their
holdings to reduce devaluation risk.

A significant appreciation of the RMB will make
agricultural imports cheaper and put further
pressure on farmers’ income, exacerbating the
deterioration of rural living standards. As the
Chinese Government has pledged to promote
social fairness and build a harmonious society,
its top priority is to boost the rural economy.

It certainly will not compromise the welfare of

the rural poor to answer overseas critics of its
RMB policies.

China’s top priority in managing the current
exchange rate regime is to maintain a credible and
consistent exchange rate policy, in order to keep the
expectations for RMB appreciation under control.

As the soaring trade surplus has kept pouring
liquidity into the economy, foreign exchange
reserves have topped US$1 trillion. In response,
the Chinese Government has adopted measures to
relax controls on capital outflows, including the
launch of the long-awaited Qualified Domestic
Institutional Investor (QDII) scheme. However,
this programme has had only limited success.
Concerned that investors needed protection from
themselves when investing in unfamiliar products,
the current rules only allow investment in overseas
fixed income products. The ongoing appreciation
of the RMB has dampened market enthusiasm for
such products, as the investment returns are
unlikely to offset the potential exchange loss.

Any moves by the Beijing government to indicate
a quicker pace of RMB appreciation would only
make matters worse by encouraging excessive
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capital inflows, thus complicating the government’s consumption. A strengthening currency would not
efforts at economic management. Moreover, such only help reduce the country’s over-reliance on
hot money would most likely be channelled into the  exports but also lower import prices and encourage
already feverish housing market and stock market, spending. Therefore, it is in the government’s
creating further distortions in these markets. interest to allow greater flexibility in the RMB
exchange rate. It is no surprise, then, that Central
In order not to exacerbate the problem, the Chinese Bank Governor Zhou Xiaochuan hinted recently
officials have repeatedly asserted that the future that the daily trading band of the RMB could
appreciation of the RMB will continue in a step-by- exceed the existing level of 0.3% from the central

step manner. As Premier Wen Jiabao emphasized last ~ parity rate, if the market demanded it.
year that China will not have any “surprise

adjustments” to the RMB’s value, forecasts on the There is no doubt that the RMB will continue its
magnitude of further RMB increases have been rising trend in the future. However, as an abrupt
lowered and stabilized around 3-5% per year. For appreciation would only backfire on the economy —
instance, the outright quote for 1-Year RMB NDF as the example of Japan so painfully showed — China
contract was 7.3625 on March 9, 2007, implying a will continue to emphasise a gradual increase in the

potential 4.9% appreciation within a year, compared flexibility of its currency regime. The RMB

to the spot rate of 7.7445. exchange rate against the U.S. dollar is therefore
forecast to appreciate at a moderate pace of about

Conclusion 5% over the next year. &

The Chinese Government is no longer pursuing an

export-led development model and is increasingly Adrian Liis Head of the Corporate Banking Division of

instituting policies that favour domestic private the Bank of East Asia, Ltd.
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The business bookshelves are crammed with tales of

innovation, new business models, and technology
breakthroughs promising huge financial returns for
following the latest management fads. Yet one of the
golden rules of business that many of them fail to
even mention is “focus.”

“You have to be focused, this is one of the strategies
of our success,” says Stanley Chu Yu Lun, Chairman
and founder of Adsale Exhibition Services Limited.

Adsale, which celebrates its 30th anniversary next
year, was a pioneer in developing the Mainland’s
export and exhibition industries when Deng
Xiaoping left the door ajar in 1978. The company
published the first guidebook on doing business in
China after the Cultural Revolution, and held its
first trade exhibition in the country as early as 1980.

Today, Adsale organizes about 20 international trade
exhibitions in China, with the largest being Chinaplas
— the world’s third largest plastics industry exhibition.

Ironically, Adsale wouldn’t even exist today had Mr
Chu and his friends not started their business when

As a pioneer in developing
trade and exhibitions in the
Mainland, Adsale has never
lost focus of its goal

ERRRANME S RN B ES
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he was on the brink of losing his job 29 years ago.
Their success is testimony to Hong Kong’s can-do
spirit stir-fried with a healthy pinch of luck.

Career change

“When I left university I wanted to be a teacher, so
took up a post in a secondary school teaching
mathematics. Three or four years later, my throat
couldn’t take the strain of lecturing, so I had to qu
and find something else to do,” he explained.

One day he bumped into an old classmate who wa
also between careers. They met up with three othe
friends, and the five of them decided to go into
business together.

“We rented a small office of about 300 square feet in
Wan Chai and we tried to decide what to do,” he
continued. “We had to think about survival, about hc
to get business, but because we had no connections i
business, basically no money, and no business
experience we found it difficult to come up with a pl

Eventually, they decided to become a media rep, bu
with no experience, no company agreed to let the
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young entrepreneurs represent them. Eventually, the
Hong Kong Wen Wei Po agreed to let them serve as a
media rep. At the time, left wing newspapers in

Hong Kong were quite isolated, and the paper was a
mere shadow of itself today. Undeterred, they put
together a few supplements for the Canton Fair, and
produced a magazine called Technova for foreign
companies looking to sell technology to China, which
was at the time still considered a land of mystery.

Then in December 1978, Deng Xiaoping announced
that China would open its door, gradually, to the
outside world. Soon, the whole world had caught
the China bug and Adsale quickly expanded into a
media and translation agency to serve international
clients trying to sell their products and services in
the Mainland.

“We would go into China to visit factories and
distribute magazines that we translated for our
clients. At the time, all advertising in China was
banned as it was only 10 years after the Cultural
Revolution, so the only way was to hand deliver
these supplements to companies,” Mr Chu said.

In 1979, the first advertisement in 12 years appeared
in the Tianjin Daily edition of Wen Wei Pao, which
was for toothpaste. Mr Chu took this as a sign that
the advertising market was about to spring back and
spent two months in China visiting all the major
media to sell his company as their overseas ad rep.
However, he ran into brick walls everywhere he
went. The Shanghai Advertising Agency had placed
the toothpaste advertisement only after signing
exclusive agreements with all media in China.

He sought help from the Shanghai Wen Wei Pao,
and they agreed to give Hong Kong Wen Wei Po and
Adsale 10% on ads and squeeze another 15% off for
commission to the Shanghai Advertising Agency. He
WIote a press release on the deal, announcing that
Adsale and Hong Kong Wen Wei Po had the
connections to help companies publish their

The Bulletin Z# A7/ APR 2007 | Special Reports HEHR &
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advertisements in China. International media got
wind of the news, and soon after Dow Jones’ VIPs
from the Wall Street Journal (WS]) held a meeting
with Adsale and Wen Wei Pao, and agreed that the
Dow Jones would represent Wen Wei Pao and
Adsale’s Technova magazine worldwide.

It turned out that Dow Jones was more interested in
selling its ad space than placing ads, but Adsale did
manage to sell 16 pages of advertising in supplements
in the WSJ to support the three trade exhibitions that
China took to the United States in 1980.

“Those ads generated thousands of trade enquiries
from U.S. firms who wanted to follow up with the
Mainland companies. Soon, all the leading economic
dailies around the world wanted us to become their
exclusive media rep for China,” Mr Chu said. “We
compiled all the trade enquiries into a book, and went
into China to ask state trading houses: ‘“There are so
many people who want to buy Chinese products; do
you want to advertise your products as well’?”
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Mr Chu said many partnerships that resulted from
those visits are still going strong today — such as a
big U.S. import company that found Tsingtao Beer.

“Basically, we had no competition, so we were mindful
that we had to use that window of opportunity to
establish ourselves. We also produced two books,
‘The China Trade Handbook, which was the first
handbook in the market about how to do business in

China, and because of our connections with the WS]J,
we had it distributed worldwide,” he said.

Expanding into the translation, advertising
representation and publishing business had been a
shrewd move, but the partners knew its growth
potential was limited. As a small company, they were
happy making a respectable income, but felt it was
important to have their own products.

In the early 1980s, the company organized its first
exhibition in China to provide a bridge between
foreign companies and their Chinese customers.
Li Peng, then Vice-Premier of China visited the
Adsale’s Energy Show in 1986 as large scale
international show were so rare, and Adsale soon
became known as the pioneer in organizing trade
shows in China.

Realizing trade shows had a strong future, the
company decided to move its focus from the
translation business and to concentrate on
developing the China exhibition business.

“The translation business had served us well, but we
wanted to focus on exhibitions, and also
publications as people participating in shows
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wanted to advertise their products,” he said. “The
market never matures, but every product/service ha
its life cycle and that is just what had happened witl
the translation service that we provided.”

Is the exhibition service nearing maturity? Mr Chu
thinks not. Exhibitions in China are still taking off
and he sees a strong future in the sector. But it has
to incorporate new ideas and innovations based on
the changing need of exhibitions and visitors.

“You have to allocate all your major resources to the
sector which you believe has the greatest potential
for expansion. In this way, you can build up your
edge over your competition. Spreading yourself too
thinly dilutes your focus, your services and with it
your business,” he said. &
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Filling Niches in the Sky

PR AFZEE
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By Anita Lim #Bi%&

Low-fare airlines are relatively new to
Hong Kong, but carriers see huge growth
potential in serving an untapped niche

When soaring fuel prices and intense competition
are said to be threatening the growth of many
airlines, the emergence of new players in the sky
is the last thing that people expect to see. Yet the
landing of niche carriers, specifically the low-fare
airlines, in Hong Kong and nearby Macau and
Shenzhen, are proving that the aviation industry
is remarkably resilient, and that niches are there
to be filled.

“We are not taking passengers from existing
airlines, we just stimulate the market and allow
more people to flying,” said Stephen Miller, the
CEO of Oasis Hong Kong.

Viva Macau, another low-fare airline which first
took off last November to fly to Phuket, the
Maldives and the Philippines, plans to fly long-
haul routes to Moscow and Sydney by this year,
and destinations in the U.S. and Europe in the
coming five years.

However, the idea of offering low fares tickets on
long-haul flights has been going on for decades —
long before Oasis and Viva took to the skies, Mr
Miller said. ‘Third party’ airlines, such as
Emirates, Qatar Airways and the Singapore
Airlines, have long offered low fares to passengers
willing to make a few stopovers along the way to
their final destination.

He explained that if Hong Kong is to maintain its
Position as an aviation hub for the region, it is
essential that this niche is filled by low fare airlines.
If more and more long-haul routes are not served
by a carrier that covers Hong Kong, over time, Mr

Miller said the SAR could become a spoke, instead
of a hub,

But would low-cost flights attract low-budget tourists?

A spokeswoman for the Hong Kong Tourism Board
said the emergence of low cost carriers in Asia has
increased the frequency of leisure travel. In order to
capitalize on this and the growing trend of multi-
destination travel, HKTB will continue to work
closely with Asia-based low-cost carriers to develop
itineraries covering Hong Kong and other Southeast
Asian countries.

But it is not just tourists looking for bargain
getaways that are flying low-cost carriers.

“Some business-class passengers, especially the
independent businessmen and those from the SME
segment, told me that they used to travel between
London and Hong Kong once a year. However, with
the low-fare service of Oasis, they can now travel
three times a year. A similar thing is happening in
the leisure travelers, as HKTB told us that we have
stimulated the number of passengers arriving from
London by at least 20%,” Mr Miller said.

In terms of market competition and threat of a
price war, well-established airlines like Cathay
Pacific believe that low-fare carriers are a global
trend as more people want to travel more often, but
that does not necessarily signify a direct conflict
between the new and old carriers.

“Low-fare carriers usually rely on price sensitive
passengers, whereas the traditional airlines share a
larger passenger mix in which business travelers are
asignificant and targeted group of customers,”
Dane Cheng, General Manager, Corporate
Communications of Cathay Pacific Airways said.

He added that the development of low-fare airlines
provides more choice to consumers, but that there
will always be hidden costs, especially in terms of
service coverage.
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“Most airlines started up with short
haul, but we didn’t want to go that way.
Our business plan is based on long-
haul and high utilization, which is a
different sort of scheme,” Mr Miller said.
BEN: [ASHAZADNEMMPEENS
BRAZAEHE - ROANKBEBR2ERKE
SRNEEAR - WL TE - ]

More players?

Professor Michael Fung Ka Yiu, Associate Director,
Aviation Policy and Research Center, CUHK, said
that unless the government speeds up construction
of a third runway in Hong Kong, capacity will be
saturated in a few years time, which will hinder
future development of new airlines and routes.

Hong Kong Airport was often labeled as being one
of the most expensive in the world for airlines to
operate from, but the Airport Authority said airport
charges at HKIA are not unreasonable.

The UK-based Transport Research Laboratory
ranked HKIA’s charges as 46th out of a total of 50
international airports in 2005. The Airport
Authority also pointed out that charges have been
frozen since 1998, and that six new frontal parking
and direct taxi-in/ taxi-out stands for small aircraft
have been introduced since 2005 to facilitate quicker
turnaround times.

“According to the Airports Council International
(ACI), airport charges make up about 4% of an
airline’s operating cost. While we help airlines
expand their network, the charges account for a
relatively small percentage of an airline’s operating
expenses,” a spokesperson said.

So why has the number of low-fare airlines flying
to HKIA not increased in recent years? Currently,
four low-fare or budget airlines operate out of

HKIA - Oasis Hong Kong, Jetstar, Orient Thai
and Cebu Pacific. Australian Airlines pulled the
plug on its Hong Kong route last July, while
Valuair, which started flights to Hong Kong in
2004, merged with Jetstar to battle soaring fuel
costs and increasing competition.

Budget airlines operating short-haul routes must
bear the cost of extra fuel burnt during three to
four landings and takeoffs a day, Mr Miller
explained, whereas long-haul carriers like Oasis
have one landing and take off per day.

“Most airlines started up with short haul, but we
didn’t want to go that way. Our business plan is
based on long-haul and high utilization, which is
a different sort of scheme,” Mr Miller said.

Although low-fare carriers differ from budget
airlines that have been flourishing in Europe
and the U.S,, the perception that passengers
have of not being served in-flight meals or
entertainment persists. Another misconception
involves delays, safety and aircraft maintenance.
To try and put people at ease, Mr Miller said he
lists the airline’s “on time” performance on its
Website, and only employ pilots who have at
least 10 years’ flying experience on 747 aircraft.
Oasis’s aircraft are also serviced by HAECO,
which is partly own by Cathay Pacific.
“Therefore, our maintenance standard is
Cathay’s standard,” he said. &
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A World of information for business and leisure travels
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Hong Kong’s only
international travel fair, ITE,
and its sister event on business
travel, ITE MICE, will be held from June
14 to 17 at levels 1 & 2 in Hong Kong Convention
& Exhibition Center (HKCEC) in Wan Chai. Taking part

are over 600 exhibitors from nearly 60 countries from EHBE—MEREER - ITE » REANETHEEREE
Africa, Americas, Asia, Western & Eastern Europe, and PR (ITE MICE) » #5746 B 14 Z 17 RIS P EER
Middle East, many of which in official groups organized B —BROEBET EESIEAEEEN EN D
by respective national tourism authority. Chamber’s N EAEBRTEZRB 600 SUREREREIN 60 BRI R
members will get free invitations, and please watch out RiE A ADHELEMERS R ERASNE
feF thelJunejisstie. FEE- SEEERURREASS  HEEEERT
Ak o

Eighty percent of the exhibitors are from outside Hong

Kong, and majority of the official groups are from outside Re 80% LR /M » T AP T S RE 2N
Asia. Atreasure trove of information, ITE & ITE MICE #HhEH o ITE & ITE MICE £414KE - B B REBR
incorporates travel for leisure, business and MICE HEH . RERTRERRHEBS KN RERNEEES
(meeting, incentive, convention, exhibition). Besides s . THEAEXBITE - BEE - EBN - S - BHE
countries and cities, on displays are also HY © SBEFAKE  FRITH - TR C RIS IR

destinations, attractions, theme parks,
transports, hotels, resorts, golf clubs, cruise,
hot springs & spa, tour operators, agents,
media, services, convention centers etc.
Some overseas tourism boards will also
stage cultural performances.

BREFPLEF o BOBIINERSTHRER

Lboh - FIHASR WIS - 155 B FikiE
M TEERRBRENEEEE - ki
EIEAL - I BRFHERRKHRD - BB
REEE

Held in the Travel Expo are also seminars, "
and programs particularly suitable for corporate travels ITE & ITE MICE BEZRBAEIRA 585  LEEES Bk
cover topics like holding incentive tours and regional BRREREBIELEEE it HIEEYBASH

meetings, travel management systems, supplier
selection and negotiation, and loyalty programs etc.

Ht : www.itehk.com Bf www.itehkmice.com.

ITE & ITE MICE are organized by TKS Exhibition Services
Ltd. and supported by the Hong Kong Tourism Board and
Travel Industry Council of Hong Kong. For further

information, please visit websites of www.itehk.com or
www.itehkmice.com.
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Travel Expo
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' A Heavenly Trip to Paradise
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The more you fly the more you earn in Virgin Atlantic’s BNHEZ 9B 30 A » AEREEY I Suite E=AREE
Upper Class. Travel any time up to September 30 and for BEREMNIRE - ATEIEEY 1,500 TEF  EERN Lane
each of your first three heavenly flights, $1,500 is all yours ~ Crawford * Sony Style * % InterContinental Spoon &
to spend at chic Lane Crawford, Sony Style or EREBZZMNBEY  REGHS > REFH -

InterContinental Spoon. And if you treat yourself to a four-

flight bonanza, a two-night stay in paradise, at the Banyan E&TREMXITRE  #Y FSAE2AREREZEE
Tree, Phuket comes with our compliments. After all, Upper ~ J& Banyan Tree MBEJE1ETE © BN P EEih - #ES
Class travellers deserve upper-class luxuries! Please see BRIEAMNZEE -

www.virginatlantic.com.hk for details of how to
claim and redeem your special-offer coupons. TR - REEENFE 3

& www.virginatlantic.com.hk °

The Virgin Upper Class is different to anything

else flying today. The product has been designed
to be separately both the most comfortable bed
and the most comfortable
seat in the air. Instead of
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extending from a seat into a MR REAT
bed, Virgin Atlantic’s seat RIYPRL - FEZ A
provides the passenger with a MEBHLEH&H
luxury leather armchair to FHENER - &
relax on which then flips over B O] EE AR AR ET
into a separate bed with a s HiEX
mattress to sleep on, the R o HZERBEA
longest fully flat bed in the world with a proper RERBEENW
mattress. The Upper Class also enables you to sit and (L )

eat a proper meal opposite your partner. ltis a first Suite 2 U0 ER

class product for a business class fare only.
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The Chamber welcomed a five-member delegation from the European
Parliament, led by Dirk Sterckx, Member of the European Parliament and
Chairman of the Delegation for Relations with the People's Republic of
China on March 6. HKGCC Vice Chairman K K Yeung received the delegation
and discussed Sino-EU relations, and opportunities for future co-operation.

B S B3RP ERARAREEE Dirk Sterckx 3 A6 HEERBEEMBRAS AR
REZH THEFEERN [AEBRR] ZIES5FEE  ARRIINEDBRRFSE
ZREEOFEEIRBEEES  SANRTRARRARSIERE -

Asia/Africa

Akira Kojima, Chairman,
Japan Centre for
Economic Research,
visited the Chamber on
February 26 to discuss
developments affecting
economic relations
between Hong Kong

and Japan.

Maurice Newman,
Chairman of the
Australian Stock
Exchange, visited the
Chamber on March 6 and
was met by David O’Rear,
the Chamber’s Chief
Economist. During their
meeting, the two discussed
how local and global
developments are shaping
financial markets in
Australia and Hong Kong.

Professor Hiroshi
Yoshikawa, Research
Counsellor of the
Research Institute of
Economy, Trade and
Industry, and Professor
of the Faculty of
Economics at the
University of Tokyo,
visited the Chamber on
March 14 to discuss
economic developments
in Hong Kong with

Chamber CEO Alex Fong.

Jeffrey Lucy, Chairman
of the Australian
Securities and
Investments
Commission, paid a
courtesy call on the
Chamber on March 15,
and was received by Alex
Fong, Chamber CEO.

Americas

Yuen Pau Woo, President
and Co-CEOQ, Asia Pacific
Foundation of Canada,
visited HKGCC on
March 12 and met with
Chamber CEO Alex Fong,
who briefed him on the
role of the Chamber and
the business and
economic environment
in Hong Kong.

China and CEPA

The Chamber held a
Zhejiang Anhui Study
Mission Briefing Luncheon
on March 1. Alan Wong
(2" from left), Chamber

China Committee
Chairman; Dr Zhu Wenht
(2 from right),
Commentator, Phoenix
Satellite Television; and
Kiyoshi Inagaki (right),
Industrial Research
Analyst, Mitsubishi UF]J
Securities, shared their
experiences from the trip
with members.

Hu Huaxiang
Deputy
Chairman,
Shenzhen
Longgang
General Chamber of
Commerce, called on the
Chamber on March 2 to
exchange ideas for future

cooperation between the
two chambers.

Wang Fuyi, Deputy
Secretary General, People’:
Government of Jilin
Province, led a delegation
to the Chamber on

March 1 to introduce the
province’s Investment and
Trade Expo, which will be
held in Anhui in May.

Clement Yuer
Partner, Chin
Tax & Busine:
Advisory,
Ernst & Youn
briefed members at the
Chamber’s roundtable
luncheon on March 7
about the latest
developments relating to

China’s income tax reform
and the impact on
companies operating in
the Mainland.

Su Jiangcheng, Vice
Director, Zhuhai Foreign
Trade and Economic
Cooperation Bureau,



ns

called on the Chamber on

March 7 to promote the
city’s trade fair which will

take place in May.

ﬂ Zhao Jiyao,
Vice Secretary,
Q«J. the Chinese
Communist

Party Jiangmen
Committee, led a
delegation to the Chamber
on March 14 to discuss
with Chamber CEO Alex
Fong their ideas for
possible future cooperation
with the Chamber.

The Sustainable
Development Subgroup
of the Greater PRD
Business Council met on
February 26 to discuss the
progress of various
initiatives by the HKSAR
Government as well as the
GPRDBC on cross-border
air quality.

Dr WK Chan, Senior
Director for Business
Policy at the Chamber,
conducted a consultative
forum for Chamber
members on the CEPA V
wish list on March 6.

With input from the
forum and comments
collected from members
through Chamber
committees, the Chamber’s
CEPA V list was submitted
at the end of March.

Boris Veli¢, Ambassador of
the Republic of Croatia to
the People’s Republic of
China, visited the
Chamber on March 6.
HKGCC’s Director of
Programmes Development
Erica Ng met the

ambassador and discussed
preparatory work for the
upcoming visit of the Vice
Prime Minister of Croatia
in April.

Leif Terje Loeddesoel, Vice
Chairman, Board of Wilh.
Wilhelmsen ASA (WW),
Norway, visited the
Chamber on March 13,
and was welcomed by CEO
Alex Fong, who discussed
opportunities and business
development between
Hong Kong and Norway.

Environment

Dr Ivo Menzinger of the
global insurance firm
Swiss Re, spoke at a
Chamber breakfast
seminar co-organized by
InvestHK on March 2,
about climate change.

Carlson Chan (right),
Deputy Director,

Environmental Protection
Department, and David
Wong (left), Principal
Environmental Protection
Officer, introduced the
government’s emission
trading scheme at the
Chamber’s March 14
roundtable luncheon,
while commentator
Chandran Nair, Founder
and Chief Executive,
Global Institute for
Tomorrow, shared his
thoughts on the scheme.

Industry and SME
About 30 members joined
the Chamber’s visit to
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Microsoft on March 15 to
learn about Windows
Office applications and
familiarize themselves with
the new Windows Vista
operating system.

Service Industries
Ambassador Jorg Al
Reding, head of Economic
Development Cooperation
Division of the State
Secretariat for Economic
Affairs of Switzerland, met
with the Chamber’s Senior

'
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Director for Business
Policy Dr WK Chan on
February 15 to discuss
multilateral trade and
economic policies.

The Digital Information
and Telecommunications
Committee met on
March 14 to discuss,
among other things, the
government’s consultation
paper on copyright
protection in the digital
environment. ¥&

Glimmer of Hope for Doha Round

The Hong Kong Coalition of Service Industries
(HKCSI) hosted Stuart Harbinson, former Permanent
Representative of Hong Kong to the WTO, and
currently Special Adviser to the WTO Director-
General, to lunch on March 28. Mr Harbinson, who
was previously Chairman of the General Council and
Chairman of the GATS Council at the WTO, briefed
HKCSI on the progress of the services negotiations.
He also shared his insights into the latest
developments in the Doha Round and the prospects
of the WTO. Although the Doha Round has stalled, he
is optimistic a solution can be found if negotiators

have the will to succeed.
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Study Tour to CK Life Sciences
2B RILEGBEERE R

Biotechnology has a relatively short history
compared with other knowledge-intensive
industries, but it is heralded by many as one
of the key growth drivers offering enormous
opportunities and immense potential in
innovation and wealth creation.

According to a report released by the World
Health Organization, average life expectancy
will rise to 73 years by 2025, and the number
of people aged over 65 will make up 10% of
the total world population. These trends send
a clear message that there will be growing
demand for sophisticated medical and
healthcare products in the future.

To find out more about this young industry
and learn about upcoming developments, the
Chamber organised a study tour to CK Life
Sciences on March 16. Alan Yu, Vice President
and Chief Operating Officer, for CK Life
Sciences, told members that the outfit has
already developed more than 100 product
applications to compete in the nutraceutical
and pharmaceutical markets with a potential
value of around US$250 billion. %&

Nature e
) Quality fo Life 48
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Alan Yu (left) introduces

the wide range of products
that CK Life Sciences has
developed.
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Financial Secretary: I would not exactly put
it as pitching small enterprises against large

ones, but rather on the basis that government

supports competition and we want to ensure
that competition is open and fair. With
competition, we will not be complacent and
we will continue to be open to competition,
whether it is from outside or within. We are
still in the process of looking through the
submissions and we will collate the views. I
have also heard a lot of views that SMEs are
concerned that larger corporations who have
a dominant position in the field will use this
particular piece of legislation — were it to be
introduced — in order to abuse their
positions, to harass SMEs. We have looked
through many international economies’
competition laws, and found there are very

few cases of this happening. Most places al
have a competition clause that can prevent
that from happening. We can also do that i
Hong Kong, and one of the ways that we h
proposed in our consultation to avoid abu:
is that the government will set up an agenc
and government will act as referee. This
means that a company that is accusing
another company of abusing their market
position, will have to come to this authorit
to act as a referee for a decision, and this
authority will decide what action should b
taken or if there is a case to pursue.

Secondly, we can legislate or put in a
guideline, as many other economies have, tl
if one is accused of anti-competitive
behaviour but has a market share of 20% or
less, then the authority will not even entertz
such an accusation, because they are obviou
not a dominant player. I don’t think I can
alleviate all the concerns that people may h:
in just one answer, but I’'m sure by engaging
the community in dialogue and engaging
Legco in dialogue as we go forward that thi
will alleviate many of these uncertainties.
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Luncheon with the Financial Secretary
MBRGERTES

Q: Almost

and they do it for reasons of simplicity

major economy has group loss

and transparency. In Hong Kong we do not have

S and so companies spend their time and money
with their accountants moving transactions

business to another in order to achieve

esults. With a HK$200 billion surplus

the next five years — not to merition

the competitive edge that this would give

FS:1don’t think it actually makes it simpler,
but rather makes it more complex. If you look
at other economies, you will find that the tax
codes that are needed to prevent people from

t abusing this clause are actually rather complex.
So I considered it quite thoroughly, and I
decided not to introduce it in this budget. But

) that is not to prevent you to continue to raise it

ly in the next round of consultation for the
Financial Secretary to draw his or her next budget.

Kong is a very expensive place in
business. What has the government
to address the cost issue in order to

keep Hong Kong coimnpetitive?

At a joint Hong Kong Business Community Luncheon
on March 8, Financial Secretary Henry Tang outlined
the rationale behind his latest budget and answered
questions from the audience. Following is an
abridged version of that Q&A session.

MBRAAREXFUEAEIASHETHEERABNEIHE
BRSFTVERERNERES  EREREMER - TXNEX
ERMBRINBTHEE o

FS: In the last few years, I haven’t heard that
question for some time, because we were going
through deflation. Now that the economy has
recovered, we are again facing that question.

I would say we are competitive, but not just
on cost alone. I believe cost is one element
determining why businesses decide to locate
in Hong Kong, or whether people want to
start a new business. Most people will take
that into account in their business model to
see whether it is commercially viable or not.
We are not the most expensive place to do
business — we are not more expensive than
say Tokyo, or London or Copenhagen. We do
not compete on price alone. We compete on
our competitiveness as a package, together
with the rule of law, where people can do
business freely, and we try to make business
as easily to do as possible with the ultimate
aim of looking at Hong Kong’s competitiveness
as a package. &

The above has been edited for length and
clarity. To listen to the full Q&A, visit iBulletin
Podcast: www.chamber.org.hk/bulletin

In Review i
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i \jietham’s Trade Minister Gives
Kz Support to Chamber Study Mission

Vietnam’s Minister of Trade Truong Dinh
Tuyen visited the Chamber on March 15 to
promote economic exchanges between
Hong Kong and Vietnam, and to discuss
the Chamber’s upcoming mission to the
country in May.

The minister, who signed Vietnam’s World
Trade Organisation (WTO) accession
agreement on January 11 this year, making
the country the 150th member of the trade
body, said he expects the milestone to
launch an era of radical change as the
nation enters the global economic
mainstream.

Southeast Asia’s second most populous
country after Indonesia hopes its new
status as a member of the international
trading system will accelerate rapid growth
and turn it from a poor into a middle-
income nation.

ALAN SOLOMO

“Hong Kong is Vietnam’s fifth largest investor.
and it is my personal view that construction
and consultancy ventures will drive the new
wave of investment into Vietnam,” he told
members during a private meeting.

The country’s proximity to the Mainland
and free trade agreement, which stipulates
that by 2010 all products manufactured in
Vietnam will be able to enter China duty
free, adds to its appeal as an alternative
manufacturing base to the Pearl River Delta.
In addition, India, South Korea, New Zealand
and Japan have all signed free trade
agreements with the country.

Today, many investors see Vietnam as “the
next China,” which last year registered

Chamber CEO Alex Fong presents Vietnan
of Trade Truong Dinh Tuyen with a small r
FEAFHTROLBRI BHREERHRLE
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economic growth of 8.4%, second in East Asia
only to its giant northern neighbour, and
drew US$10.26 billion in foreign investment.

“Our exports have also been growing very
strongly,” Minister Truong Dinh Tuyen
added. “Between 1991 and 2006, our exports
have grown more than 20 fold. With our
entry to the WTO, we expect more investors
from Japan, the U.S., Korea, Taiwan and

Hong Kong to expand their investments in
Vietnam.”
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JANE WOOLDRIDGE

Chamber Mission to Vietnam A& &isimf@E

Vietnam’s Trade Minister said he was delighted that the Chamber will
be leading a study mission to the country between May 21-24, and
looked forward to welcoming the delegation if his schedule permitted.

During the four-day trip, members will meet senior officials from
the Ministry of Industry, and the Ministry of Planning & Investment,
as well as visit important development zones in Hanoi, Ho Chi
Minh City and Da Nang. The mission also provides an excellent
networking opportunity to meet with local businesses and
professional service providers for members seeking a clearer insight
into investment opportunities in Vietnam.

Any member interested in participating in this trip should contact
Ms Keri Wong at 2823-1250 or email keri@chamber.org.hk.
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‘Clean Production i1s Possible’
EREETTT M)

=

As Project Clean Air moves into Phase II, the The facility is just one of the key investments
Chamber led a 40-member delegation to the that Esquel Group has made to turn what is
PRD to learn how one company is proving that generally considered a low-tech, polluting
clean production is not just good for the
environment, but essential for the company’s for others to follow.
long-term growth strategy

industry into a state-of-the-art benchmark

Robots glide along rails vacuuming the floor,
machines, shelves and air around the
thousands of looms weaving miles of cotton
that will be turned into designer garments.

John Cheh, Vice Chairman and Chief
Operating Officer of the Esquel Group, a
Hong Kong-based cotton garment
manufacturer, runs his finger along a shelf
beside a loom. “Spotless!” he shouted over
the din of the high-tech looms.

Built at a cost of US$150 million, the 150,000
square meter weaving mill in Gaoming town,
Foshan, Guangdong, can produce up to 3.5
million yards of fabric every month.

The looms are powered by a low emission
thermo-power plant that the company built at
a cost of US$29 million, and steam generated
by the power plant is used in its fabric mills as
a by-product of power generation.

Mr Cheh told members during the
Chamber’s site visit to the factory on March 21
that the power plant was built to provide a
steady supply of electricity and steam to its
production facilities. “The power generated is
both cost effective and lower in emissions
than the local power grid,” he said.

The 40-member delegation, including
business and media representatives, visited
the company’s Guangdong operations to see
how it is reducing its impact on the



S
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environment and to spread the message that

“Clean production is possible!”

“We want to understand how factories in the
PRD use clean technologies to manage and
control air emissions during production,”
mission leader Cheng Yiu-tong, Convenor of
the GPRDBC’s subgroup said. “Esquel’s
example shows that it is possible, even
profitable, to care for the environment at the
same time as we do business.”

The visit was part of the Project Clean Air
through which PRD enterprises are
encouraged to emulate the example of

factories employing successful clean
production facilities.

“We are now taking the project into its next
phase - to move from a sign-up campaign to
real action,” Chamber CEO Alex Fong said.
“We are already making use of the network of
Charter endorsers to build up a platform to
disseminate information on best practices and
Clean—technology solutions, to encourage

A Power plant emissions are continually monitored at the site.
ZBEHWEH A AZHER -

4 Members visit the control room of Esquel's power station.
BESREEIBMORNE -

companies to learn from each other and to
enable the community to understand more
about what businesses are doing. This visit is a
prime example of how we harness this business
network. In addition, we are initiating an audit
and certification scheme to give recognition to
Charter-compliant companies.”

Esquel may seem to be in an enviable position
of having the finance to invest almost US$200
million in high-tech production facilities,
power plants and even a waste-water treatment
works, but according to Mr Cheh, investing in
preserving the environment is not an option, it
is an “essential strategy” to ensure long-term
sustainable development.

Consumers want to buy products manufactured
in an environmentally friendly way. Some
brands like Tommy Hilfiger will only do
business with suppliers who minimise their
environmental footprint, he said.

“Our customers tell me they can sleep better at
night not having to worry about emissions and
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Waste water produced in the

textile production process is
treated at the company's
treatment plant before being
discharged.
HEBEPAEENSKRERSKRS
W RETRTHR -

pollution, so of course they are happy to
give us their business,” he said. “So this is
not only good for the environment but also
good for business.”

Environment preservation is not limited to
the company’s manufacturing process.
Esquel’s philosophy involves the entire
production process, from the company’s
organic cotton farms in Xinjiang Province
to the treatment of waste water.

Mr Cheh said the decision to generate its
own power was a prudent business decision.
With its mills running at near full capacity,
any power shortage on the government grid
would spell disaster for production and
shipping deadlines, which would also force
customers to seek more reliable suppliers.
Moreover, power generated by its own plant
is cheaper than the public grid, so it really is
a long-term advantage.

But how long would it take to recover the
US$29 million investment in the 30,000KW
power plant? Mr Cheh said it was difficult
to calculate the ROI in black and white, and
many factors, such as lost production and
customers resulting from blackouts on the
public grid, would have to be taken into
consideration.

Mr Cheng pointed out that while it would be
difficult for SMEs to invest in power plants
and wastewater treatment works, companies
could pool their resources with government
assistance to build central processing plants
based on a polluter-pays basis.

But that will only happen if local and
provincial governments get serious about
monitoring pollution and implement
legislation against non-compliance, he said.

Mr Cheh said some governments were
getting serious about protecting the
environment, but pointed out that as
regulations and standards differ from city to
city, it was difficult for businesses to comply.

Moreover, many SMEs have their sights fixed
on a quick profit and see investments in
environmentally friendly production as a
waste of money, which highlights the
importance of education.

The Chamber, in cooperation with the
sustainable development subgroup of the
Greater Pearl River Delta Business Council, will
co-organize more tours and awareness-raising
programmes for enterprises in the PRD to visit
environmentally friendly companies.

“Many local and international companies in
Hong Kong have a shared common goal to
foster economic growth and protect our
environment at the same time,” said Mr Fong.
“Esquel is a showcase of companies going
beyond signing the Clean Air Charter and
putting the commitments into practice.” &

For more details on Project Clean Air, or to
find out about upcoming factory tours, visit
www.cleanair.hk
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The company has invested in the
latest high technology at its
production plant to reduce labour,
increase capacity and minimize its
impact on the environment.
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Members check a sample of woven
cloth straight off the loom.
BREREAHEBISE NS



60| In Review F@ER | TheBulletin L) APR 2007

fRR : [BEPEHHE - MR L RIAE 20 AR -
EATHBEOERINESRER  FIIA - M2
ARERRLPIEIF - AR R - RAINERTERT
RE - wHEBEED - |

HEMRRIEST T RAURNEEIRE - ™2 ERBEL
ERIE - BREEEERRABIBEAEITKERS -

Cheng Yiu-tong (left), Convenor of
the GPRDBC's subgroup, and
Chamber CEO Alex Fong (right)
present John Cheh, Vice Chairman
and Chief Operating Officer, Esquel
Group, with a small memento to
thank him for showing members

FRH - AREERTL  EBROTHLRTE - BN

EENENDELRTE  ERAEEERIAENN

- @RSATEAE LR ENENE  EREES

4R A FEOLUERT o SN - TR EMRARLAEAA

ABEEE - ARARSRT EE
EIRC (B -

around his operations.
AHZABHEERUBRRRIFES
EABER (X) RARBHEFETR (H) A
AEEEBEIRRAEELHSITMARLES
& BEtsARERTSE -

SR - 3& M 30,000 FELAY
BEH - AERFHFSA
A A[HzE 2,900 X
EVIRE R ? BB -
REEETERER
B EAREDEREER
SR % - Pl AHES
FEGHAER TR
EPRES -

BReREL - AT DR ) BRERITKE
BEE - BT ESER - ERATH TERAS
EANRAE A REIPRE o

fbii - TRAWGT REBRFREEESRHER - LEHE
WRHNERE BT @RERBREEFHIRE -

BRF  BUBAFEREZBELRRER  HH0
BEMAROIRREY T~ - SREEMBR -

o - REPNBZIEF - BRARENBREER
EREBESE  ERRTAFNERM -

HREREAR=ARBEESRERRIE A
B RUZALERNRESEEREREY  B15
SBRRARLES -

HEH P2 RBRREE9E —ERARE S -
REEHBEERR 2 - RRBNHEITRIR < HiE
T - EFBERRZERES (BHERNE)
28 BRe N7 EBRREAG - IR

BEF [EFERatEl] s AL EWRaImE L5582

FF1E - BBBE www.cleanair.hk o

Beyond the box
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. We go beyond the box in every sense.
Just as a fisherman travels great lengths to
catch his haul, our service extends deeper
than most are willing to reach. Going beyond
reliability and efficiency, we develop a genuine
understanding of our clients’ needs and then
meet them with professionalism, flexibility and
care. With over 30 years of experience, we
are able to provide customised solutions
for any requirement. Our service goes

above the rest, you go beyond the best.

Hong Kong Air Cargo Terminals Limited

www.hactl.com
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Cheers The Americas!
EMNEEGHZ

Business Connect with China in a Rapidly Globalizing
Economy Series: ‘Partnering the Americas & China
Through Hong Kong’
EHE - SHEREHBER
[ FHInfTRERM
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Over 100 members attended the Americas Committee
cocktail reception in honour of Consuls General and
Commercial Consuls of countries of the

Americas at the Hong Kong Club on

March 22. The Committee’s

Chairman Steve Wong was the

official host for the evening,

and encouraged guests to

make use of the committee

to boost their business

network. ¥&

BI0BERHEARENZBEN 3 A2 ABERGHN
STHEFES  BUHEHENSEESREENEIR
RGUZR - FEREIRBABIHEREE  LEHES
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The Central Government has
striven to abide by its WTO
agreements, but local
governments often lack the
enthusiasm to implement
them, says Professor Wang.
IHED : (PREFEHETHR
I S RAAREREERE
BRiEE - |

China’s entry into the World Trade
Organization five years ago was greeted
with celebration and trepidation. Now that
the world’s most populous country was in
the club, some companies kicked their
China plans into high gear. Others began to
question if perhaps there was some truth in
the saying, “be careful what you wish for;

1

you might get it

China has amended thousands of laws to
meet its obligations under its WTO
accession agreement, but its performance in
implementing them has been less
impressive, according to a well-known
WTO expert.

Professor Wang Guiguo, Chairman,

Hong Kong WTO Research Institute, and
Professor (Chair) of Chinese and
Comparative Law, City University of

Hong Kong, told members at the Chamber’s
March 12 roundtable luncheon that the
WTO member economies have been

watching China carefully to ensure that it
abides by the rules.

“China has now completed its transition
period, and the restructuring of its
economy has brought about significant
changes to Mainland businesses and how
the economy is managed,” he said.
“China has amended many laws, but
most importantly its foreign trade law.”

China’s imports and exports have been
growing at a mind-boggling rate since
2002. However, FDI into the country has
only been trickling in for the past three
years, even slipping to -5.7% in 2006 over
2005’s 1.17% rise.

Professor Wang said the slower flow of
FDI is likely due to the abolishment of
preferential treatment to certain sectors to
persuade low-end, high polluting
industries to go elsewhere.
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“But I don’t think the decline is directly
linked to the preferential treatment.
Besides, the cost in major cities is not that
low, as 10 days in Shanghai can be as
expensive as in New York,” he said.

The Central Government is also trying to
encourage investors to set up in the
country’s hinterland by extending
incentives to start-ups in remote areas. The
success of “go west” has been lukewarm so
far, as “once you go there and see the
infrastructure is very weak, investors also
decide to look at other cities outside of
China,” he said.

One significant development for
entrepreneurs is that for the first time,
individuals are allowed to engage in foreign
trade in the Mainland. However, Prof Wang
said people who think that setting up a
company to engage in trade in the
Mainland will be as easy as it is in
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Hong Kong are in for a big surprise.
Under WTO rules, applications must be
transparent and reasons for rejection
must be given. Like the past, failed
applicants very seldom receive a
satisfactory explanation, which he
attributes mainly to local authorities
ignorance to WTO rules or bias.

“It is very easy to have rules amended to
comply with the WTO, but it is very
difficult to have them implemented,
basically because there is a lack of
enthusiasm at the local level,” he said. ¥&

Podcast: www.chamber.org.hk/bulletin
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g What a Night:
HKGCC Spring Dinner 2007

Some 400 members converged on United
Centre on March 9 for the annual HKGCC
Spring Dinner, organized by the Chamber’s

SME Committee. Among the guests of
honour attending the event, hosted by
Chamber Deputy Chairman Dr Lily Chiang,
were Wang Bing Xin, Director General, and
Wang Hui, Deputy Head, Commercial Office,
of the Economic Affairs Department, of the
Liaison Office of the Central People’s
Government in the HKSAR. Clement Leung,
Deputy Director-General, Trade and
Industry Department, HKSAR Government,

also enjoyed the festivities.

An exciting evening of entertainment,
including lucky draws, beer drinking
competitions, and singing by local artiste
Daisy Kui crooning out the golden oldies
ensured that everyone had a fantastic
evening.
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The top three lucky draw prizes for the evening were:

1. Two Cathay Pacific Airways business class return
tickets to Sydney

2. Two Oasis Hong Kong Airlines BusinessOasis
return tickets to London

3. A mink cape

The Chamber would like to thank all sponsors who
generously donated prizes for the event.
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Chamber CO Offices Enhance Services
B R A E MR HEIRTE

Since the opening of the Chamber’s new certificate
of origin (CO) office in Fo Tan in September, the
CO Division has been carrying out renovations

at its other offices to upgrade the services provided
to members.

Chamber CEO Alex Fong opened the Fo Tan office
in September to serve CO users along the New
Territories East Rail network. CC Chan, Senior
Manager for Certification, said the new office has
been welcomed by customers as many of them no

longer need to travel into Kowloon to apply for a CO.

The Chamber now operates seven CO offices in
various districts around Hong Kong — Central,
Mongkok, Tsim Sha Tsui, Kwun Tong, Cheung Sha
Wan, Tsuen Wan, and Fo Tan. Its Cheung Sha Wan
branch moved into new premises in February,
which is more accessible for customers.

Carnet services were also relocated from the 23rd to
the 3rd floor of the Mongkok office. The move not
only provides customers with one-stop service for
both CO and Carnet services, but also provides a
new storage space for the division.

In addition to improving the environment of its
offices, the IT infrastructure has also undergone a
significant upgrade. The introduction of WebCo,
which allows members to apply for a CO online, has
been warmly welcomed by companies. Almost 50%
of CO users have made the switch from paper to
online lodgment. Since its launch in June last year,
the Chamber’s market position in Re-export (CT)
and Transshipment (CR) has been steadily
improving, and manpower spent on typing CO forms
has been reduced by half.

Other traditionally paper-based services have also
gone digital. Since March, all Smartcard subscribers
can access their account records online in real time.

“We used to post customers a statement at the
beginning of every month, which is not very good
for the environment. Now members are able to
check their balance online whenever they wish to,
plus it has also reduced a lot of paper and
administrative work,” Mr Chan said.

Internal reporting on CO applications and Import /
Export Declarations (Tdec) is also being streamlined.



In the past this had to been done manually by
collecting data from different data sources and
branches, as the Chamber issues 20 different types of
trade documents in seven offices around Hong Kong.

When the new database system comes online in April,

all data will be available at the click of a mouse.

“We are also working on other enhancements to our
online CO services, so basically members will be able
to create and update their CO applications, and to
access their records much more easily, which will
raise their productivity and reduce the administrative
burden,” Mr Chan said. &

For more details on the Chamber’s certification
services, please visit www.chamber.org.hk/co
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Chamber Services Limited

A wholly-owned subsidiary of the Hong Kong General Chamber of Commerce

HKGCG& Organizing
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Leveraging our extensive networks and with the full support of HKGCC, Chamber
Services Limited is one of Hong Kong’s leading professional event management
and conference organizing companies that has the skills, knowledge and capabilities
to provide end-to-end solutions for companies in the region.

Backed by a resourceful and experienced team of professionals, Chamber Services
Limited specializes in organizing large-scale international conferences, business
seminars, press conferences, exhibitions, awards ceremonies, and other first-class
corporate events for both local and overseas companies. We have the skills and
tools to provide a comprehensive package of services and one-stop solutions that
go beyond clients’ expectations and needs. Our service-oriented team strives for
perfection in executing each program to provide total customer satisfaction.

For any inquiries, please call 2823 1266 or email to csl@chamber.org.hk
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General Committee
Mr David Eldon
Chamber Council
Mr David Eldon
Americas Committee
Mr Steve Wong
Asia/Africa Committee
Mr KL Tam
China Committee
Mr Alan Wong
CSI - Executive Committee
Mr Nicholas Brooke
I-Financial Services Committe
Mr Adrian Li
CSI-Travel / Tourism Committee
Mr Michael Hobson
Digital, Information and
T mmunicati mumitt
Mr Stephen Ng
Economic Policy Committee
Dr Marshall Byres
Environment Committee
Dr Gail Kendall

Europe Committee
Mr Michael Lintern-Smith
Industry & Technology Committee
Dr Cliff C K Chan
Legal Committee
Mr Kenneth Ng
Manpower Committee
Mr Steve Tait
Membership Committee
Dr Lily Chiang
Real Estate & Infrastructure Committee
Mr Kyran Sze
Retail and Distribution Committee
Dr Aron Harilela
Shipping & Transport Committee
Mr Sean Kelly
i E is
Mr Gerry Ma
Taxation Committee
Mrs Moi Ying Rule

HKTBCC-Cooperation Committee
Dr Lily Chiang
Women Executives Club
Ms Sylvia Chung

Russian Interest Group
Mr Peter Gordon
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Committee
Meetings

11 APR
Chairman’s Committee Meeting

11 APR
General Committee Meiting'

16 APR
Asia/Africa Committee Meeting

19 APR
Economic Policy
Committee Meeting

10 MAY
Americas Committee Meeting

10 MAY
Legal Committee Meeting

15 MAY
Taxation Committee Meeting

31 MAY
Economic Policy Committee
Meeting
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s Events

Training

17 APR

Foreign Exchange Control
Regulations and Financial
Arrangements for Foreign
Companies in Mainland China
(Cantonese/Putonghua)
RHSNEE # RINE R R E B EIERR
TR (BERE/ BiE2)

17 APR
Interpersonal Skills

18 APR

Legal Issues Related to Setting Up a
Company or M&A in Mainland
China (Cantonese/Putonghua)
EAMRI AR RIEE  GORTENE
RfERE (BRE/ BHE)

19 APR
Handling Complaints & Difficult
People on the Telephone

19 APR
Consultative Selling Skills

24 APR

Hong Kong Company Law —
Shareholder’s, Director’s — Rights &
Duties

24 APR
B R S K I IR TR B
(Bi#)

25 APR ~ 1 AUG (Every Wednesday)
Grammar at Work

26 APR
Conflict Management for Proactive
Supervisors / Managers

26 APR
Project Management

26 APR
Professional Telephone Skills

Subscription Luncheon
17 APR

“Meet The Banker Series” luncheon
with Peter Sullivan, CEO, Standard
Chartered Bank (Hong Kong)
Limited

19 APR
Subscription luncheon with
David Wei, President, Alibaba Group

Roundtable Luncheon

16 APR

Business Connect with China in a
Rapidly Globalizing Economy Series:
Hong Kong, China & Asia

25 APR
Victoria Harbour: An economic asset
not fully realised

Seminar

24 APR

Protecting Your Investment: Foreign
Corrupt Practices Act

25 APR
Security Threats in Emerging
Markets — The Realities

AG

3 MAY
Annual General Meeting (AGM)

Mission
26 ~ 27 APR
Expo Central China 2007

21 ~ 24 MAY
Study Mission to Vietnam

Study Tour
18 APR

Hong Kong International Airport
(By invitation only)

27 APR
Hong Hong International Terminals

Online Bits
48 L 3 En

www.chamber.org.hk/bulletin

More Women Leading HK Businesses
Some 83% of Hong Kong businesses
employ women in senior management
positions, ranking the SAR fifth among
the 32 countries/regions, according to
the latest findings from the Grant
Thornton International Business
Report 2007. The number is a healthy
jump from 74% when the same survey
was done in 2004. Mainland China
fared even better with 91% of
companies having women in senior
management positions, second only to
the Philippines with 97%.

The results for Asia — excluding Japan
(25%) — are substantially better than
the global average of 65%, and also far
ahead of many major Western
countries, such as the U.S. (69%),
Canada (66%) and the U.K. (64%),
where gender equality is generally
perceived as well established.

More>> at iBulletin
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Now you can,
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Visit www.webco.hk to register.
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#Mk | General Ledger
-~ B Receivable & Payable
BE - & REEMWR | Purchasing, Invoicing & Inventory Control
HEEEIR | Quotation
SEEEWR | Production
ER 9B | Inventory Distribution
EZE®EK | Shelf Management
ZEEEIR | Point of Sales
RERA#EENKR | Coupon Management
BEE&EMWK | Fixed Assets
IR | Project
BEE®EMR | Procurement
BBEBERER | Purchase Requisition
HESEEWR | Payroll
BHEEW | Leave Management
TEL&M | Work Records Ledger
HEEEWR | Time Attendance
SEE®EIhE | Consignment Sales
RESEERIIEE | Consignment IN
FEFEE#MKEERE | Inventory Lot Number
FHMAT) : (852) 2891 2022
Mt ESEAT ‘ﬁ‘ Y54 5) : (86-755) 8367 1298

http://www.dynamic.com.hk
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