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Looking to the future
with confidence

ung Hei Fat Choy! May | take this opportunity
to wish all Chamber members a most
prosperous and healthy year of the Tiger, the
third in current 12 year animal cycle of the Chinese
calendar. Despite recent setbacks in the Asian region, |
believe that beyond the short term there is every reason
to look forward with confidence to the future of the Hong . ﬁ ‘
Kong Special Administrative Region (SAR) of the People’s . 77
Republic of China. ’

If the Chamber’s highly successful 1997 Business
Summit left us with one clear message it is that while the
SAR faces a toughereconomic year in 1998 it would be
wrong to be overly pessimistic. It is now obvious that the
SAR has been adversely affected by the financial market
and currency turmoil in the Asian region in the second
half of last year. But as our Chief Executive Mr Tung Chee
Hwa has validly pointed out, when the economies of Asia
recover the SAR will be at the forefront of that recovery.

In the meantime, we seem likely to be affected by
somewhat slower growth than we previously expected.
Forecasts at the Business Summit suggested growth
would be about 4-4.5 per cent this year with inflation
coming down further to five per cent. This is not the sort of growth we have come to expect in
Hong Kong but it is still relatively good growth nonetheless.

Beyond the current year, things should begin to improve once again. Growth on the Mainland,
at least for the present, remains sound and is forecast in the 8 - 10 per cent range through into the
next Century. As our major trading and investment partner, the economic health of the Mainland
is important to us all. And in the SAR, the new Administration has put in place plans for residential
construction and infrastructure improvements which will underpin the economy in 1999 and
beyond.

There is certainly plenty to look forward to this year with the election for the First SAR Legislative
Council to be held on May 24 (and | hope all members have registered to vote), the opening of
the exciting new airport at Chek Lap Kok and the mid-year start-up of the airport railway. The
Chief Executive also outlined a visionary programme for the territory’s development in his 1997
Policy Address. 5

When Mr Tung took office on July 1, I have little doubt that it would have been political
issues that were uppermost in his mind. His concerns would have been those of ensuring a
smooth transition, protecting the lifestyle of all Hong Kong citizens, enhancing international
confidence in the SAR’s future, preparing for next year’s elections and many others.

He certainly would not have been expecting to have to deal with a potential economic crisis
as well. Yet just half a year from handover it is economic issues which have dominated the Hong
Kong SAR agenda. The Hong Kong SAR Government, especially the Chief Executive and his
economic team, are to be commended on the manner in which they have responded to the
regional uncertainties and pressures on the local currency. Their resolute defence of the Hong
Kong dollar linked foreign exchange rate to the US currency, while it may cause some short term
pain for us all, is to be commended.

The SAR Administration must also be given top marks for its continued prudent management of
Hong Kong's finances. Its policies of keeping expenditure in line with nominal economic growth and
ensuring that the SAR remains free of government debt are positive for us. The fact that it has handled
so well the financial uncertainties that have affected the whole region must give us all confidence for
the future. Once again, | wish you well for the year ahead and Kung Hei Fat Choy! ]

James Tien, Chamber Chairman

James P C Tien
Chairman |
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Business Summit

examines timely issues

he fourth consecutive annual Hong
Kong Business Summit organised
by the Chamber was attended by
over 300 leading businessmen in the Hong
Kong Convention and Exhibition Centre

on December 4, 1997.

Chairman Mr James Tien opened the
Summit titled '156 Years & 156 Days'. He
pointed out that as on the day of the
Summit, Hong Kong had already
experienced 156 days under the SAR
government's administration, while Hong
Kong lived under British rule for 156 years
until the change of sovereignty in July
1997.

"It is our objective today to predict the
business environment ahead based on this
experience. Now, we have entered the
SAR era, so farthe one country two system
concept has been implemented
successfully. The SAR government is
running smoothly in a highly autonomous
manner, and people's livelihood remains
the same.

"Hong Kong people's diligence,
dedication to work and resilience also
remain unchanged, despite the recent
currency and stock market turmoil. We are
now moving forward together with the rest
of the world into the 21st century, when
new challenges and new opportunities
await us,” said the Chairman.

In light of the region-wide financial
turmoil in the second half of 1997,
Chamber Director Dr Eden Woon, in
welcoming the audience, reminded them
that the word 'crisis' in Chinese was made
up of two characters - Ngai Gai - 'danger’
and 'opportunity'.

"l hope thattoday, as all of us listen to
our impressive line up of speakers, we will
concentrate on the 'opportunity' part of
these two characters. After all this is the
Chinese character which characterizes
best - Hong Kong," said Dr Woon.

The keynote speaker Chief Secretary
for Administration, Mrs Anson Chan gave
a well-argued speech "The Hong Kong
SAR - A ReportCardon theFirst 156 Days".
Mrs Chan examined the fundamental
factors of Hong Kong's success, including

being 'the world's freest economy'. She
also reviewed the government's thinking
towards several major issues such as
towards a competition policy.

The Plenary session that followed
focussed on three very important and
timely issues: cooperation with China-
funded companies, the Hong Kong-US

Chairman James Tien opened the Summit
AEBEIRB 1097 FEBHESESRBE

dollar peg, and Hong Kong as the stock
market for China.

China Resources President Madam
Zhu Youlan explained the cultural
elements useful for successful cooperation
with China-funded companies. Mr
Norman Chan, deputy Chief Executive of
the Hong Kong Monetary Authority,
explained the rationale for 'the peg', and
defended the strategy used to uphold it.
Peregrine Managing Director Mr Francis
Leung spoke on the growing importance
of Hong Kong as the stock market for
China equities.

At the Panel Presentation and
Discussion chaired by Chamber Chairman
Mr James Tien, selected General
Committee Members answered questions
on the current status and strategic issues
concerning their respective business
sectors.

Panelist included Chamber First Vice
Chairman Mr Peter Sutch (Chairman of
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John Swire), Mr Paul Cheng (Chairman
of Rothschild), Mr Linus Cheung (Chief
Executive of Hong Kong Telecom), Mr
David Eldon (CEO of HongKongBank),
Mr Denis Lee (Government SME
Committee Chairman and Managing
Director of Kingscore Industrial Ltd), Mr
Mr Victor Li (Deputy Chairman of
Cheung Kong), Mr Brian Stevenson
(immediate past Chairman of CSI and
Chairman of Ernest & Young Hong
Kong), and Mr Henry Tang (Managing
Director of Peninsula Knitters Ltd).

Chamber Chief Economist Mr lan
Perkin updated his economic forecast for
Hong Kong - at four per cent GDP real
growth for 1998 - taking into account
recently released information. The forecast
is within the Chamber's own parameters
for Hong Kong as a 'maturing, service-
based economy' of three-to-six per cent
growth over the longer term."Higher
interest rates and downturn in the share
market had an immediate impact on the
local economy," Mr Perkin said. "The
property market, domestic consumption
and some investment decisions will all be
affected, but the ultimate impact will be
determined by how long interest rates
remain high."

In areport, Chamber Executive Officer
for Economic Research Ringo Chan
forecasted the GDP growth for the
mainland's economy to slow to 8 percent
in 1998, while Inflation might rise
gradually about 3.5 percent.

The programme ended with a
luncheon at the Hong Kong Convention
and Exhibition Centre, at which Morgan
Stanley Senior Economist Timothy Condon
gave a speech on the outlook for
economies in China and across the Asian
region in 1998. |

Chief Secretary Anson Chan delivering the keynote speech
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Confidence in the world's
freest economy

Chief Secretary for Administration Mrs Anson Chan explains the reasons for her
optimism about the HKSAR in keynote speech

bjective facts, not blind faith,
suggested that Hong Kong -
recently named the freest

economy in the world - was not on a path
of recession and decline despite the
financial turmoil over the pastfew months,
the Chief Secretary for Administration Mrs
Anson Chan told the Business Summit.

Mrs Chan was the keynote speaker for
Hong Kong Business Summit '97. In her
speech "The Hong Kong SAR — A Report
Card on the first 156 days", she said that
even though the Hong Kong dollar had
come under speculative attack, Hong
Kong's economic fundamentals remained
exceptionally strong.

Mrs Chan also outlined the
government's position on "competition
policy", and offered some insightful
suggestions for the business sector.

The Chief Secretary admitted that with
depreciated asset values, higher interests
costs and sluggish retail consumption: "this
is an unsettling period for us all', but argued
that these were the inevitable consequences
in the adjustment process of Hong Kong's
economy. "And if you look around
elsewhere in the region, | think Hong Kong
is in better shape than most," she said.

"The facts are that the key ingredients
of our success story remains firmly rooted
in Hong Kong.....Our optimism in Hong
Kong's future is not based on blind faith,
but objective facts," said the Chief
Secretary.

She was confident that Hong Kong
would reach an economic growth of 5.5
per cent for the current year, and said the
government's projection for the medium
term remained at five per cent per annum.

The government's fiscal position was
the strongest in years, she said, pointing
to the strengths of the Exchange Fund at -
HK$569 billion, the Land Fund at -
HK$199.5 billion, and the third largest
foreign exchange reserves in the world at
US$ 91.8 billion.

Chief Secretary for Administration Mrs Anson Chan
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Chamber Director and Chairman listened to the Chief Secretary
REFGUEHTIRALEIFASRERBATARES

Freest Economy

The Chief Secretary noted that Hong
Kong had just been named "the freest
economy in the world" for the fourth
consecutive year by the influential
Heritage Foundation. Hong Kong topped
the scores in all 10 categories under
assessment: trade policy, tax policy,
government intervention, monetary policy,
foreign investment, banking, wage and
price controls, property rights, regulation,
and size of the black market.

She quoted the Foundation's Vice
President Dr Kim Holmes' words for the
SAR: " Hong Kong is the model for all
countries to watch and to follow. It proves
that a free economy can withstand the
crises better than those which are
controlled by government or not free
market oriented."

Mrs Chan also mentioned a number
of key factors ensuring Hong Kong's
success: the independent judiciary, the
apolitical, clean and efficient Civil
Service, the level playing field for
business without any interference from
Beijing, the freedom enjoyed by the mass
media, and the freedom and rights
guaranteed by the Joint Declaration and
the Basic Law, as well as the strength of
the banking sector.

She outlined the factors which helped
to transform Hong Kong to an international
service-based business centre. These
factors included strengths in economic
fundamentals, infrastructure — hard as well
as soft, economic freedom, government
involvement and trade policy, as well as
economic performance.

On the other hand, she realized that
"our economic performance in some other
areas is less impressive, including cost of
living comparisons, balance of trade, and
export market diversification.

"I mention all this.... to remind
ourselves what our perceived strengths and
weaknesses are. As old Chinese saying
goes, we can only expect to fightand win
a hundred battles if we know ourselves as
well as we know our competitors."

The Chief Secretary argued that Hong
Kong's free markets and open economy
made it possible for the SAR to adjust faster
than other economies.

"A high degree of economic freedom
does not just allow us to get top marks in
the Heritage Foundation scoreboard, but
it gives us a remarkable ability to survive
in tough conditions," she said.
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Competition

The Chief Secretary also outlined the
government's position on competition

policy.

"The private sector should gear up to
the challenge of competition,” she said.
"We do not intend to adopt a
comprehensive competition law as the
Consumer Council has proposed.... It
would not be fair to rule out certain types
of business behaviour indiscriminately. An
all-embracing law would also fail to
address specific needs of different business
sectors."

She said that the government would
focus on individual sectors, and would
develop codes of conduct or
administrative measures for them to
promote competition.

" The government has no intention to
discriminate against or favour big
businesses. Our key concern isto preserve
market accessibility and contestability. We
would leave the free forces of the market
to determine who is the fittest to survive,"
said Mrs Chan.

The Chief Secretary also suggested that
businesses should:
e Be alert to global business
opportunities.

e Take advantage of the business
opportunities from the Mainland, such
as the reforms of state owned
enterprises and opening up of further
inland. .

e Seek toinvestintraining, research and
development. The government
attached great importance to the
development of high value added

Anson Chan RAERE

technologies, ready to make a HK$
500 million grant to the Applied
Research Fund to support for the
commercialisation of research in high
technology fields.

e Recognise that the Business and
Services Promotion Unit under the
Financial Secretary's office was
charged with helping the business
sector to further their opportunities in
Hong Kong.

e Support the development of Hong
Kong's. physical and human
infrastructure, and urged guests to
come forth with ideas on how better
to shape the future of Hong Kong's
economy, which the government as a
whole would be pleased to consider.

Dollar peg

The Chief Secretary stressed that the
Hong Kong/US dollar link ensured stability
and Hong Kong would remain firmly
wedded to the link.

"The short term pain caused by higher
interest rates is, we believe, the lesser of
the two evils. It is certainly preferable to
uncertainty, volatility, fluctuations and loss
of confidence, as was clearly demonstrated
between 1974 and 1983 when the Hong
Kong dollar floated."

"So to conclude, it has been suggested
to us by many people that with several
countries in southeast Asia devaluing their
currencies, Hong Kong's competitiveness
will be adversely affected and we should
follow suit or seriously consider delinking
the HK-US dollar peg.

"I wish to make it very very clear that we
do not agree with this view. Delinking is not
an option for us. As our economic
fundamentals remain strong and the services
sector account for 80 per cent of Hong
Kong's GDP, we do. not believe that
delinking will give any significant advantage.

"It takes decades to build up a good
reputation for Hong Kong, but as we all
know it takes no time to undo this. We
have sailed through and survived many
stormy waters in the past 156 years and
156 days, and have emerged strong each
and every time.

"For those future generations who will
be around 156 years from today, | hope
that they can look back to this part of Hong
Kong's history not so much as the pinnacle
of Hong Kong's success story, but as the
platform from which we can scale new
heights," the Chief Secretary said. |

[ BORF 1 2 I #H o B4R K 7 e - 3R
1 B TR 2 R AR T 5 R BH A B F A
FREANER > LABRHEHTHHER
7E ° |

BT 2 A B SR R AR 4
e MEZRMAMERS

o {EERMRMMEERS (NE A%
g PEE— SR Ak E RS

o IEEAN. BFF A MBI - B
A S TR
[ L e 1 e B 5T B 4 AR AR
I o RS RL TR R AL L
KMk -

o MERIRRIFAEE TR LARH 3
HEEE > B EmBm s s &5
Al SE03 ) F e & R IRES

o WHBIPHEEEEAERERMANE
T > A A SR 46 B T 1] UM AR
HER -

BRER

BR AR > BB R M ) ol AR TR
E o RBEREEEME-

[MERHE > BORA3RMREE
PR REIRAE - MR E ATE, B AE
WE, AOEK ERARSERE KB
TE 1974 & 1983 FH BT TR B R AR >
EATHRMEENEE -

[ARDN@BMEHE - R B ERA
BRSBTS R
XA Ht > BUFHEESIAEBEE » ol
T T R B A E

[FRBERBEENH—0) » S REUF A
[l B IEEELE, - BUME R & S B EAR |
A ARG A Y > AR A A
ESRE S/ U B bR A A ARAT
(ELEEEbE

[FERRAMTFMSEN . £ATRE
SRHSHHNRIFER > ERITHE - &
HRE-BZH - BB L 156 FBR
156K » BATEM )& EBAR - & —
KM REgCFBEEEMER
9 o

[FHEH/RANTEMEBEESR . Agit
CEAERBRLATEE > MEAE &
4| AR TS o | [ |

14 The Bulletin January 1998




| — —

BUSINESS SUMMIT 1997 Nt EEHXSE R

Mutual understanding:
the key to success in China

Madam Zhu Youlan, President of China Resources (Holdings), offers insights into
methods of cooperation with China-funded companies

utual understanding and respect
for cultural traditions, which
cannot be replaced by expertise

in production and management, are
essential for cooperation between China-
funded companies with Hong Kong and
overseas capitals, Madam Zhu Youlan told
the Business Summit.

In her speech "Cooperation Between
China Funded Companies and Hong Kong,
Foreign Capitals", Madam Zhu explained
the influence of traditional Chinese culture
in China-funded companies, and called for
foreign companies in business cooperation
with Chinese companies to better
understand the traditional culture.

"A mutual understanding of and
respect for each other's cultural traditions
is essential for such cooperation as to make
full play of both party's strong points," she
said.

Madam Zhu said that even within
America, the cultural differefice between
the eastern and western parts could cause
hiccups in reaching the strategic objectives
of the acquisition, as in the case of
acquisition of Apolo by HP. "With this in
mind, can you imagine how big the
cultural gap is between Socialist China and
the Western world?"

Madam Zhu then cited a successful
case when China Resources cooperated
with SAB Group of South Africa in
acquisition of breweries in Shenyang and
Dalian. "Our party is responsible for
business operations whereas the technical
and financial experts from SAB served as
consultants. Such cooperation has been
successful in both output and profit for the
past few years," she said.

Such success provided a contrast to the
problems at a British company's
acquisition of a brewery in Jilin Province,
which was then on the verge of
bankruptcy, she said. "They sent in 20
people to replace the original
management. Is it because that the new
management team from the British
company is not skilful enough in

Madam Zhu Youlan, President of China Resources (Holdings)
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production and management? The answer
is 'no'. The underlying reason is that they
have no idea about Chinese culture."

Madam Zhu said many foreign funded
companies, with ample amount of funds
in hand, got nowhere after years of hard
efforts in trying to aceuire enterprises in
the Mainland. "They cannot figure out
what's the reason for their failure.
Naturally, China's socialist system became
the scapegoat," she said.

In her speech, the China Resources
President gave some explanation of the
traditional culture of China funded
companies. "China-funded companies are
state owned enterprises of China, a
socialist China, in particular. Their
operation can not be independent of
China's traditional culture and specific
conditions," said Madam Zhu.

She said that China's social culture was
inevitably affected by feudalist philosophy.
Buddhism, Taoism and Confucianism
were mingled with modern ideas. To be a
winner, the guiding principles are, as
written in the 'Art of War' by Sun Tzu, ‘the
Doctrine, Heaven, Earth, the Commander
and Discipline'. In business, that means
mission, good opportunities, favorable
environment, talented people and decrees,
Madam Zhu said.

Conditions for development are
summarized as 'proper climate,
geographical advantages and popular
support'. In business, thatis opportunities,
market positioning and inter-personal
relations. The prevailing philosophy of life

Madam Zhu Youlan

is 'to be worldly wise and play safe'. The
cherished virtues in traditional Chinese
culture are "Wen", "Liang", "Gong", "Jian"
and "Rang", i.e. a person has to be 'gentle,
benevolent, respectful, prudent and
tolerant',

As a result, China funded companies
traditionally kept a very low profile. "The
highest tree in the forest is more easily
broken by the storm," she said.

With the implementation of China's
policy of reform and opening-up, and
increasing exchanges with foreign
countries, traditional mentalities have
been constantly challenged. "China
funded companies are actively adapting
themselves to the new challenges by taking
advantage of the advanced management
experience from the west," said Madam
Zhu. Choice of approaches can be
progressive, drastic and even a complete
discard of traditional culture.

Madam Zhu said China Resources
(Holdings) is making progressive change,
finding the best joining point between
Chinese and Western cultures.

In conclusion, the China Resources
President said that there was huge
potential for cooperation between China
funded companies with Hong Kong and
foreign capitals. "China funded companies
enjoy advantages that any other capitals
can notreplace. That is the knowledge of
Chinese culture. Different cultures will
always exist. Mutual understanding is the
key to success in any kind of cooperation,”
Madam Zhu noted. ]

KRE

16 The Bulletin January 1998




BUSINESS SUMMIT 1997 h-tEFEBBHXBREH

Economy would have been
hit even without the "peg”

Chief Economist, lan K Perkin, looks at the Hong Kong Monetary Authority's
contribution to the Summit Plenary Session.

he recent turmoil on regional

markets would have caused the

Special Administrative Region
(SAR) the economic pain of higher interest
rates and lower asset prices even under a
floating exchange rate system.

Deputy Chief Executive of the Hong
Kong Monetary Authority, Mr Norman
Chan, vigorously argued this point during
a robust defence of the Hong Kong dollar
link to the US currency at the Business
Summit on December 4.

Mr Chan said the recent experience
around the region had shown that
countries with managed rates and newly
floating rates were all affected as the
financial market uncertainties spread
around the region.

This approach does, of course, beg the
question of whether the previously fixed
or managed rates were partially
responsible for the country-by-country
regional crisis in the first instance.

It also begs the question of whether
the Hong Kong SAR government, with
its obvious financial strengths, would
have had greater flexibility in dealing
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with the crisis if the peg had not been in
place.

This is, however, an argument as old
as the peg itself. By going with the peg
back in 1983 the Hong Kong government
effectively gave up the opportunity running
an independent monetary policy.

Despite Mr Chan's arguments, the
existence of the peg and its consequent
linking of Hong Kong monetary policy to
that pursued in the US played arole in the
local asset price inflation of the past five
years. Now itis playing a role in asset price
deflation.

But, given the peg does exist, Mr Chan
was right to point out Hong Kong would
have been hit even without the "peg", or
linked rate to the US dollar under the
modified currency board system, being in
place.

He was also right to point out that
abandoning the link now, in the midst of
financial markets' uncertainties, would
produce an even worse result for the SAR
than does maintaining the linked rate.

"While some may regard the present
levels of interest rates as too high and the
correction in the stock market and property
market too painful, they have missed a
vital point when they put all the blame on
the linked exchange rate system," he said.

"This is because they have assumed
quite wrongly that under a floating rate
system, Hong Kong interest rates can stay
constant or low compared with what they
are under the linked rate system.
Moreover, they assume that the asset
markets would have avoided the kind of
sharp falls that we have experienced.

"This is an unrealistic assumption
because the financial turmoil in our
neighbouring economies is a regional or
even global problem from which Hong

Mr Chan pointed out that in response
to the recent regional crisis interest rates
had risen substantially in almost all
countries, and asset markets, like property
and shares, had fallen significantly.

In US dollar terms (that is, after taking
into account local currency depreciations),
he observed that by the end of November
the stock markets of Thailand, Malaysia,
Indonesia, South Korea and the Philippines
had each dropped by between 60-to 70
per cent and even Singapore had fallen
36 per cent, about the same as Hong
Kong's Hang Seng Index.

"I quote these figures in order to
illustrate the magnitude of the turmoil and
its contagion effects in the region," he said.

Mr Chan said that Singapore, which is
"a strong economy and has a triple-A risk
rating", has a managed floating rate
regime, but this had not insulated its asset
markets from the regional turmoil.

From early July to late October, one
month inter-bank interest rates in
Singapore rose five times from 3.6 per cent
to 16 per cent and are still at 6.25 per cent
- well above their pre-crisis July level.

In Hong Kong, the one month rate also
rose around five times from six per cent
back in July to a high of 30 per cent at the
end of October, and now the rate is back
to 7.5 per cent.

Mr Chan said these figures illustrated
that even under a floating rate system, as
in Singapore, domestic interest rates will
still go up sharply in the event of external
shocks to the financial system.

He said it therefore would be wrong
to assume that interest rates would remain
stable if Hong Kong were under a floating
rate system when external shocks
occurred.

Mr Chan also made the most valid

of financial markets' uncertainty would
probably bring the worst possible outcome
for the local economy.

He said that "to abandon the link now
will have even more devastating results", lead
to asharprise in inflation and fall in economic
growth, and "undermine public confidence
in Hong Kong's monetary system".

This could, in turn, cause "irreparable
damage to Hong Kong's position as the
leading international financial centre in the
region".

Given that it seems generally accepted
that the Hong Kong dollar would
depreciate against the US dollar were the
"peg" to go, the impact on the local
economy is not hard to quantify.

The Hong Kong SAR has just over
$215 billion worth of domestic
merchandise exports a year and these
would gain from any depreciation. So, too
would the $300 billion worth of services
exports (including tourism).

But there would be little competitive
gain for the $1,180 billion re-export sector
(mostly out of China) without any
devaluation of the Mainland yuan.

Moreover, the Hong Kong SAR would
lose out on its $1,540 billion worth of
merchandise imports and $172 billion in
services imports which would immediately
cost more in terms of Hong Kong dollars.

This would lead fairly quickly in a
substantial rise in consumer price
inflation in the SAR (including food and
water from the Mainland) and probably
a further drop in Gross Domestic Product
(GDP) growth.

But far more damaging, as Mr Chan
pointed out, would be the immediate blow
to economic confidence of the general
public and further uncertainties about
where the Hong Kong dollar might head

Kong cannot be immune," he added. point that breaking the peg rate at a time  in the future. [ |
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China Equities
Call Hong Kong Home

Peregrine's Managing Director Francis Pak-To Leung shares his vision for Hong Kong
as a stock market for the reforming China

s a stock market for China-related
equity, Hong Kong is well on the
way to becoming the first stock
market in history to go from being a
developed market to being an emerging
market, said Francis Pak-To Leung at the

Business Summit.

In his speech titled "Hong Kong: A
Home for China Equity", Mr Leung told
the Business Summit that Hong Kong was
broadening the base of its equity market
from the traditional narrow sectoral based
dominated by banking and property
sectors, to becoming a full-fledged
emerging market for China.

The market capitalisation of the red
chip and H shares almost doubled since
the end of 1996 to account for 18 per cent
of the HK market's total capitalisation in
November 1997.

"Hong Kong's importance to China, as
a source of capital, will therefore grow,
not diminish," said the Peregrine Managing
Director.

"This is clear from the trend in the
primary market. China-related shares have
made up 83 per cent of the HK$ 79.2
billion sum raised so far in new issues this
year (1997), compared with 28 per cent
last year (1996)," Mr Leung said.

He said that Hong Kong listed China
plays were subject to a better quality
analytical research, and a Hong Kong
listed company would become a potential
investment for a wider universe of
international fund managers.

"The more Chinese companies have
exposure to international fund managers,
the more understanding they will develop
of what institutional investors expect of
companies in terms of such issues as return
on capital," he said.

Mr Leung said that while the Chinese
equity story in Hong Kong has been about
asset injections, in the longer-term Chinese
equity plays could only flourish if
management succeeded in delivering
operating earnings growth.

Francis Pak-To Leung
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He said that China was finally grasping
the nettle of state-owned enterprises (SOE)
reform by enlarging the scale of proposed
reform and it would use the Hong Kong
stock market, as well as the domestic
Shanghai and Shenzhen markets, to
expedite the process.

"China'sbold plan is to enlarge the scale
of proposed reform, turning what has so far
been a policy applied to only a select group
of companies into a nationwide effort that
will be far broader in application."

Mr Leung said therewas a list of some
1,000 conglomerates whose subsidiaries
and affiliates were likely to be granted
quotas for A or B shares (traded in
Shanghai and Shenzhen) and/or H shares
(traded in Hong Kong).

"Mergers and acquisitions will be
encouraged, especially within sectors, to
promote economy of scale. Securitisation
- putting the ownership of assets in other
than state hands through stockholding in
enterprises - is normally bullish for stock
markets."

SOEs stillaccount for up to 40 per cent
of urban employment on the Mainland and
35 per cent of industrial output.
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While it was estimated that SOE
reforms would require RMB 1 trillion of
financing over the next three years, Mr
Leung said savings existed to finance this
effort.

Chinese residents' savings account
currently totaled RMB 4.3 trillion, and
there were few outlets to go outside the
banking system and bond market, save for
the stock market, he said.

The supply implications of SOE reform
creat a clear incentive for the authorities
to keep sentiment positive towards the
stock market both within China and in the
HKSAR.

"This is one reason why it makes sense
to expectincreasingly pro-active monetary
easing in China in coming months," he
said.

Mr Leung also pointed to the
vanishing inflationary pressure in
China and suggested there was a real
concern that monetary policy remained
too tight.

Retail price inflation became negative
and real income growth was declining,
while import growth collapsed. These
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reflected a subdued economy, Mr Leung
said.

The Chinese economy was
characterized not only by robust growth
but also by excess capacity and high
inventory levels at around 8 per cent of
GDP.

"The SOEs are probably the major
cause of this problem, further explaining
the by now urgent need for reform," he
said.

"If justified by the fundamentals, a
monetary easing will also help revive
sentiment in local stock markets. Renewed
liquidity flows into Shanghai and
Shenzhen markets will also leak into Hong
Kong where red chips and H shares will
continue to attract investor attention.

"Hong Kong will become more and
more a stock market for China, as China
related equity plays account for a bigger
part of both trading volume and the overall
market's capitalisation.

"This transition will provide the next
quantum leap in the dynamic growth of
Hong Kong as a financial centre," Mr
Leung said. ]
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Francis Leung with Norman Chan, Madam Zhu Youlan, moderator Chamber Director
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Outlook 1998: 4% growth,

t its Business Summit '97, held on
December 4 at the Convention
Centre, the Economic and

Legislative Affairs Division of the Chamber
presented slightly revised forecasts for the
year ahead. The revised forecasts were an
update of a preliminary report contained
in the December issue of Chamber's
magazine, The Bulletin, distributed at the
Business Summit. It took into account
information that had become available
since The Bulletin report was written,
especially the government's Third Quarter
Economic Report, issued publicly on
Friday, 28 November 1997.

In that Report, the government
Economist, Mr Tang Kwong-yiu gave a
preliminary estimate of 1997 third quarter
GDP growth of five per cent, a significant
slow down from the 6.3 per cent growth
recorded in the first half of the year. He
also revised downwards the government's
expectation for CPI(A) consumer price
inflation to six per cent from the previous
forecast of 6.5 per cent and its original
annual forecast of seven per cent. As only
4.5 per cent GDP growth is needed in the
final quarter to achieve the government's
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5.5 per cent average growth forecast for the
full 1997 year, that forecast (or something
close to it) is now expected to be met.

More important, of course, is the
outlook for the forthcoming year -- and the
year's immediately beyond -- which the
Business Summit paper addressed. The
Chamber's forecasts to the year 2001 are
contained in the attached table. At this
stage, GDP growth in calendar 1998 is
expected to be four per cent, at the lower
end of the previous range of forecasts
made by the Chamber. Other forecasts
have been adjusted accordingly.

The new forecast is still within the
Chamber's own parameters for the Hong
Kong as a "maturing, service-based
economy" of three-to-six per cent growth
over the longerterm. Itis also in line with
recent forecasts by other analysts,
including the recent 4.25 per cent by the
International Monetary Fund (IMF) and
4.75 per cent from the Hong Kong and
Shanghai Banking Group.

Itis somewhat below the government's
own medium range forecast for average
local economic growth of five per cent,
but this is only to be expected given the

5% inflation

recent uncertainties in regional and local
financial markets. More importantly, it is
a rate of GDP growth which will take some
of the pressures off the capacity restraints
which had been emerging in the economy
in the past 12-to-18 months. Itis certainly
not a growth rate that should cause undue
concern, although some sectors of the
economy will undoubtedly be more
affected than others. [n fact, it is similar
to the revised growth rate for 1995 of 3.9
per cent, which has been revised
downwards in two steps from an original
4.9 per cent.

On the inflation front, the downward
trend in consumer prices is likely to
continue and the Chamber's expectation
for the year ahead is that CPI(A) inflation
will decline to five per cent for the year.
There may be upward movements in the
consumer price inflation rate in some
months due to the volatile food price
element, but the overall trend will
continuetobe downwards, especially with
slower economic growth. Asset price
inflation will also recede and lower
property prices should also help to ease
any upward pressure on rents. ]
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China to top 1998 Asian growth

Morgan Stanley economist Timothy Condon assesses the outlook of China and other
regional economies for the forthcoming year

hina's expected nine per cent GDP
growth for 1998 made it the
mainstay of regional GDP growth,
but a lot will depend on the success of its
State enterprise reform, Timothy Condon,
Morgan Stanley Asia's Vice President and
Senior Regional Economist, said in a
luncheon speech at the Business Summit.

"Within Non-Japan Asia, the dynamics
of reforming bad banks and China state
enterprises will determine economic
development in 1998 and indeed for the
next three years," he said.

"China needs to grow at nine per cent
on a sustained basis in order to generate
sufficient jobs to keep unemployment from
threatening the state enterprises reform
program. Our view is that China's high
saving and investment rates are sufficient
to support these," said Mr Condon, a
former World Bank International
Economist.

Mr Condon forecast that China would
see a modest rise to nine per cent GDP
growth in 1998 from 8.9 per cent in 1997.
"Despite the downside risks, China is
assured to take the measures necessary to
ensure that GDP growth does not slow too
much."

He said State Owned Enterprises
(SOEs), which absorbed three quarters of
bank credit and accounted for 40 per cent
of the economy, had been a significant
drag in China's economy. "Many SOEs are
not servicing their debt. Debt-equity swaps
among local governments, enterprises and
investors are being tried. The central
government intends to restructure around
5,000 large SOEs through merger,
consolidation and public listing. About 10
companies are listed on the stock market
in China every month," he said.

"The big short term cost of SOE reform
is large scale layoffs. SOEs employed about
75 million workers in 1996 and could
layoff 20 million workers between 1997-
99. Rural-urban migration and urban
labour force require another 10 million
non-farm jobs every year. The additional
employment demand from SOE reform

Morgan Stanley economist Timothy Condon
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Timothy Condon speaking at the luncheon

will puttremendous pressure on the labour
market. China must grow fast to maintain
healthy employment growth (historically
one per cent GDP growth translates into
2.4 million non-farm jobs)," he said.

"SOE reform in China will keep the
domestic market unsettled. For the next
several years while the reforms are
undertaken, exports are expected tobe the
surest source of demand for Chinese
products."

But China competes against Southeast
Asian countries in unskilled labour
intensive products, and against Korea and
Taiwan in mid-tech products. The
currencies in most of these countries have
depreciated by 30 per cent or more against
the RMB in 1997.

"If the RMB is maintained at its current
level, the profitability of China's tradable
sector will drop. This will lead to slower
investment in the tradable sector...We
believe that China would rethink its
exchange rate policy in the first half of
1998," Mr Condon said.

Mr Condon also made the following
forecasts and assessments for other
regional economies:

Thailand:
GDP growth forecast for 1998:
negative 1.5 per cent

"A forecast for a 'more realistic' scenario,
when not all financial institutions are closed
and land prices do not fall too quickly - but
there would be higher interest rates and a

BUSINESS SUMMIT 1997

prolonged period of slow growth.

"Thailand's case is instructive, and |
believe will be the model for the others.
The Thai authorities have been slow to
implement financial sector restructuring
measures, despite the factthat the situation
in the financial system is crucial.

"Implementations of IMF program as well
as the lack of alternatives in the economic
crisis are eroding opposition to deep-seated
reform. Foreign capital is gaining access to
the Thai financial sector and we believe it is
only a matter of time before all restrictions
on foreign participation are eliminated.

"We expect financial restructuring to
result in ongoing exchange rate
depreciation, which will cause real interest
rates to remain higher for longer. Rather
than a sharp fall in GDP, there will be a
slowdown in growth for a couple of years
until significantprogress in financial sector
restructuring has taken place.”

Hong Kong:

GDP growth forecast for 1998: 4.4
per cent, declined from 5.5 per cent
in 1997

"The impact of high interest rates on
private investment, and the negative
wealth effect of a diminishing asset bubble
on private consumption are the reasons for
the growth slowdown.

"As the Hong Kong economy adjusts
around the exchange rate and the asset
bubble disinflates, concerns over the
competitiveness of the Hong Kong dollar
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Mr Condon received a souvenir from Chamber Director Dr Eden Woon
AHFRURLH OB RIOSL M

will be dispelled. The Hibor-Libor spread
should narrow, setting the stage for
stronger growth in 1999."

Taiwan:
GDP growth forecast for 1998: 6.3
per cent, maintained

"Economic fundamentals are sound. The
economy is on a recovery path from the
downturn in the second half of 1994. The
current account remains strongly positive,
and exports are beginning to recover."

Korea:

GDP growth forecast for 1998: 3.5
er cent, declined from 6 per cent
or 1997

"Korea faces a year of 'adjustment' in
1998, and needs to avoid a balance of
payment crisis. Interest rate is expected to
remain high well into 1998. Import
compression and export expansion should
continue."

Indonesia and the Philippines:
GDP growth forecast for 1998: both
4 per cent

"Both countries are experiencing credit
crunches-higher interest rates are
deteriorating credit quality, inducing
banks to retrench from new lending. 1998
will be a year of adjustment but strong
growth expected in 1999."

Malaysia:

GDP growth forecast for 1998: 2 per
cent, declined from 6. 7per cent in
1996

"Growth to face sharp downturn, as the

capital account
becomes
increasingly tight and
forces a great
adjustment in
domestic demand.

"Considered the
most vulnerable
economy in the
region as leverage
is very high. Credit
to the private sector
estimated at 165
per cent of GDP at
year-end 1997.
Interest service
would likely absorb
18.1 per cent of
GDP, a level
approaching that in
the US during the
Great Depression."

Singapore:

GDP g rowth forecast for 1998: 5.5
er cent, declined from 6.2 per cent
or 1997 ’

"Likely competitively pressure from
North Asian exports will mean continued
slow export growth for Singapore in 1998.

These forecasts were based on Mr
Condon's 'no global melt-down scenario',
and assumed that 'painful' adjustments
already underway in Korea and in the low
income Southeast Asian economies would
continue. "Economic activity in the region
is slowing, though in most countries the
slowdown is expected to concentrate in
1998," he said.

Mr Condon also outlined Morgan
Stanley's global context for 1998.

e Global GDP growth picking up in
1998 to 4.1 per cent from 4 per
centin 1997

e Pick-up in growth in the G-7 offsets
slower growth in Non-Japan Asia
and in Latin America

e The US economy remains strong
e Faster growth in Europe
® Japanese economy to rebound

"Our above-consensus growth forecast
for the global economy in 1998 must be
seen as conditional on prompt and
decisive support by world policymakers.
The announcement of an IMF program for
Korea provides some grounds for optimism
on this score," Mr Condon said. [ ]
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Chairman says 'no de-linking'

hairman James Tien warned the

Business Summit that given the

substantial nature of currency
realignments in the region, Hong Kong
would, at least for the short term, face
increased competitive pressure from its
near neighbours in the region, in both
goods and services including tourism.

But he was confident that both Hong
Kong and the Mainland could - over the
longer term - remain competitive on world
markets for both goods and services.

"Competition will be difficult, but we
can still compete. We will need to be
vigilant in restraining local costs and
productivity."

Mr Tien was chairing the General
Committee Panel Presention and
Discussion of the Summit. Commenting on
the HK-US currericy peg, he said: "No de-
linking, and that is both the Chamber
position and my personal position."

Mr Tien reviewed several
developments after the handover, which
gave him confidence in the SAR.

These included the emergence of
Chief Executive Tung Chee Hwa as a first
class leader, and the vision shown in his
first Policy Address, and the new image of
China as presented by President Jiang
Zemin.

Mr Tien was also pleased with the
smooth working of the Provisional
Legislative Council (of which he is a
member), the SAR's successful hosting of
the World Bank/IMF annual meeting, and
the fact that Hong Kong's freedoms and
attractive business environment remained
intact.

"In short - regional economic
uncertainties apart - the Hong Kong SAR
is ready to remain and enhance its position
as a regional and international business
centre, a major centre for financial services
and a key trading and transportation hub,"
said the chairman.

During the Panel Presentation and
Discussion session, Mr Tien handled a
wide range of verbal and written questions
from the audience, and directed questions
to the panelist who were experts in their
respective fields. ]

Chairman James Tien
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Tourism sectors need to

work together

hamber First Vice Chairman Peter

Sutch told the Business Summit

that all sectors of the travel and
tourism industry should work together to
find a solution to the tourist downturn
problem.

"I think at the moment what we need
is the industry as a whole to get together,
stop the finger pointing that has gone on,
and try to pull in the same direction," said
the Chairman of the Swire Group and
Cathay Pacific Airways. "l am very
encouraged by some of the things that are
already happening on that front."

"It will take time though. Be prepared
for those of you who are directly involved:
I would say for recovery it is going to be
12-18 month before we see the sort of
figures that we saw six months ago, but
we will get there, for that [ have no doubt.
Every cloud has a silver lining, the fact that
everybody has woken up to just how
important tourism is, means, | believe, that
down the track we have every opportunity
for a sounder based business."

Mr Sutch said a priority should be to
promote a better understanding for
overseas tourist of the real situation in the
SAR after the handover. "One of the
underlying problems we have with tourism
is that there is tremendous
misunderstanding around the world as to
what is actually happening in Hong Kong,"
he said.

"l am not going to blame the press
entirely for some of the images of Hong
Kong put around the world, I am notgoing
exonerate them entirely. People are
worried about if they need a visa, is the
Hong Kong currency different? Have | got
to use this and have | got to do that? There
is an amazing amount of that sort of
misunderstanding."

Mr Sutch was also concerned about
the restrictions on Taiwanese visitors. "
The visa requirement for the Taiwanese
for a long time has been a hugely
laborious process. They are great
conventionites, they are very heavy
spenders, the sooner something is done
on that front the better. The government
says it is looking at it, but | afraid it is
taking a rather long time."

On the role of Hong Kong as an
international convention centre, Mr Sutch
said with the new facility at the new
Convention and Exhibition Centre, there
should be no reason why we should not

outsell and out-attract
Singapore. "l think we have
got a great opportunity to
become a world beating
convention centre. We just
need a bit less red tape
here and elsewhere."

As for the role of the
Chamber, Mr Sutch said
that its international
activities had played a
positive role. "The
Chamber has, of course,
many contacts around the
world, has its delegations
and so on. Building one
meeting on top of another,
one bit of information on top of another, |
think it will help slowly to get the message
out for the tourist: Hong Kong is still a very

= "‘
Peter Sutch

ERE

exciting place to visit. Also, the members
of the Chamber are a very good source of
ideas, there is no doubt about it." [ |
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SAR's role in
Mamland Taiwan trade

aul M.F. Cheng, chairman of the

Chamber's Hong Kong-Taipei

Business Co-operation Committee
and Hong Kong International, said Hong
Kong's role remained intact after the
recent establishment of limited direct
shipping links between Taiwan and the
Mainland across the Strait.

Mr Cheng, chairman of merchant bank
N M Rothschild & Sons (HK), had just
returned to Hong Kong after leading a
Chamber delegation to Taipei for the 8th
annual Hong Kong Taiwan Business
Cooperation Committee.

"Most of my colleagues from Taipei.
feel that Hong Kong will continue to play
a major role, and a re-export role, for
materials and equipment going into
China, and finished goods coming back
through Hong Kong to the rest of the
world. They don't see any dramatic
change here. Despite the limited direct
links, the utilization is not very high,"
he said.

"My Taipei friends feel that Hong
Kong will continue to play a major role
in helping some of the Taiwanese
companies restructure and repackage
their assets, in some cases may even list
in the Hong Kong Stock Exchange. So |
think there is a lot of room yet for Hong
Kong companies and Taiwanese
companies to work together.

"The other area | would just comment
in passing is that as we develop our
industrial policy, | think Taiwan's hi-tech
capability is certainly a resource we should
not forget, we should consider ways of
cooperating with Taiwanese companies in
this particular area," he said.

On the tourism front, the former
Chamber chairman said basically there
were three groups that Hong Kong
needed to focus efforts on: the Japanese,
the Mainland Chinese and the
Taiwanese.

"For the Japanese, | made a suggestion
yesterday (in the Provisional Legislative
Council) about the role Jackie Chan (a
famous actor) can play. We need short term
quick creative solutions. Hong Kong Tourist

Association has done
some work with him,
but get Jackie to go
out to Japan and
appears in some talk
shows! He is so
popular there. It
won't cost us any
money assuming he is
willing to volunteer,"
Mr Cheng said.

As the chairman
of the Financial
Services Panel in the
Provisional
Legislative Council,
Mr Cheng was asked
about the Mandatory Provident Fund
debate.

Paul M.F. Cheng

"We are still debating within the
Provisional Legislative Council on the Bill.

'4 iD:x\xX Chena

LALEE

There are many different and opposing
views on this and | would encourage those
of you with specific views on any
particular clauses within Legislation to
contact us with you views,"he said. W
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Increased competition in telecoms

iththniareasing competition and
advancing technology
developments, Chamber

General Committee member Linus Cheung
Wing Lam said there was no monopoly
any more in international telephone calls
in Hong Kong.

"If there is still such as thing as a
monopoly on IDD, you would not be able
to call America for 90 cents over the
weekend and less than two dollars
throughout the week," said the Chief
Executive of Hong Kong Telecom.

"It's a myth that we have a monopoly:
with the technology, with call backs and
fairly soon internet voice! Hong Kong
Telecom does have an international
license, but an eroded one!"

On the question of the HKSAR's
competitiveness after the 1997 financial
turmoil, Mr Cheung warned that "we must
not confuse hope with judgment."

"I think that the weakness
of Hong Kong is cost. The
strength of Hong Kong is our
system. We have gone
through the pain, we saw the
stock market collapse and the
property market coming
down, but | don't believe that
we have recovered our
competitiveness. If you are a
multinational company in
Hong Kong with two
hundred people, your
expenses are not coming
down. If you are a tourist
coming to Hong Kong, the
cost is not getting any
cheaper even though the
market is low. De-linking is
not a solution. So, the going
will be tough," he said.

On the question of corporations facing
downsizing problems, Mr Cheung said by
handling the issue ahead of time, the
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Linus Cheung Wing Lam

RAFR

process could be managed voluntarily,
rather than involuntarily, and also in a mild
and sensitive manner. |
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James Tien, Linus Cheung, Denis Lee, Brian Stevenson, lan Perkin
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No time frame for
de-linking currency peg

avid Eldon, a Chamber General
Committee member and the Chief
Executive of HongKongBank said
he supported the continuation of the peg,
and refused to set a time frame for a

possible future de-linking.

"I would find it hard to argue for the
de-linking of the peg at any time in the
foreseeable future," he said.

"One has to remember that we are not
competing on a level basis with a lot of
other countries in southeast Asia. We are
not a manufacturing economy any more.
Therefore the rationale that people have
put forward for de-linking in terms of
competitiveness is not the same. So, no
time frames for de-linking."

"Norman Chan (Hong Kong Monetary
Authority deputy Chief Executive, an
earlier Summit speaker) said the peg was
introduced for reasons of stability. It has
held us in very good stead during a
fourteen year period until the middle of
this year. We have now been faced for a
period of considerable instability. And peg
has stood us once again in very good
stead," he said.

Mr Eldon agreed with the philosophy
that Hong Kong would be one of the first
to re-emerge from this problem. He said
Hong Kong did not have the financial
baggage that some of the other countries
had.

"One reason | think why Hong Kong
will come out so quickly (from the late
1997 financial turmoil) is something that |
take issue with: over the issue of
competitiveness: Hong Kong has always
been competitive.

"I do not accept that the peg is
responsible for the cost of doing business
in Hong Kong. The fact that there is a cost
structure problem is something to be dealt
with, but Hong Kong is competitive, Hong
Kong people are competitive. They will
make sure that they find ways to come out
of this particular problem, and they will
find ways much more quickly than
anybody else will," Mr Eldon said. |
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Equal treatment for all

enis Lee, a Chamber General
Committee member who is also
chairman of the government's
Small and Medium Enterprises Committee,
said any supportive measures given by the

Chamber or the governmentshould always
support all business including the big ones.

Asked if there should be any special
favour given to Small and Medium
Enterprises (SMEs) in Hong Kong, Mr Lee
said, "there is no special help for the SMEs
in Hong Kong."

"We are all aware that the SMEs
constitute about 90 per cent of all business
establishments in Hong Kong, and account
for over 63 per cent of the total work force
here. And they are well balanced across
all sectors of business," said the Managing
Director of Kingscore Industrial Limited.

Mr Lee said that at the APEC's SME
ministerial meeting in.Canada in October,
all 18 APEC ministers agreed that SMEs
were the backbone of the economic
growth of all economies.

"As a matter of fact, all our neighbours

do have specific schemes or other forms
to help, even subsidies the SMEs. But in

AFA

Dernis

-

Denis Lee

Hong Kong, within the framework of free
economy, it is the government's
philosophy to only give maximum support
and minimum intervention in trying to
create a more business friendly
environment for all businesses in Hong
Kong.

—gLF1{=

HONG KONG
BUSINESS SUMMIT 97 |
S i

The Panel Discussion taking place

PMEFRER

ompanies

"We all know that the SMEs, because
of their smaller capital base, have
limitations in the resources. So [ think,
even within the Chamber, we ourselves,
are trying to support the SMEs, but we
are not especially helping them," Mr Lee
said. [ ]
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Housing target of 85,000
units achievable

ictor Li, a Chamber General
Committee member, told the
Business Summit that the

government's target of 85,000 new units
a year was achievable.

"l don't think any developers are
postponing their projects right now. In all
construction sites, the biggest obstacle is
actually to find enough labour or skilled
labour to build the buildings as quickly as
possible," said the Cheung Kong (Holdings)
Vice-Chairman.

"I think if the private sector and the
public sector work together, the 85,000
unit is achievable in the year 2002-2003.
But looking at this 85,000 units, we have
to separate them into different categories.
Most of the increase is in the public sector
which is very good. That's what HK
needs," he said.

"If we look at the private sector, | think
the increase is also very healthy in line
with the expected increase in demand,
because if we take a step back, we have
to look at the following factors,” he said.

"First, we are going to see more
immigration from China. Secondly, the
median age group is the early 30s, 32-34,
this is the time when a lot when a lot of
families will be having their first or second
baby, and this is the time when a lot of
people will be looking to increase their
average home size from say a two
bedroom to a three bedroom. This would
mean a large increase in housing demand.

"The third factor we should look at is
the average age of residential homes in
Hong Kong, which has increased in the
last ten years. The bulk of our residential
stock will be over 20 years old in 3-4 years
time. In line with Hong Kong's people
increase in living standard there will be a
large demand to upgrade their homes.
That's why | think the increase in private
sector housing would meet that demand
in a very timely fashion."

Mr Li said supply was still way below
demand. The interest rate, because of the
current financial situation, was one factor
that was holding down prices. Other than
that, the recentdrop in property prices was
largely psychological.

Victor Li

"If we take a step back and look at
Hong Kong, atany one time, there is about
half of the population asking exactly that
question: when are property prices going
to be affordable or come down a bit so
that | can buy?

FigE

"That means at any time when there
are some positive signs that property is
going to improve, the whole market will
react to it so quickly that none of us will
able to buy at what we consider to be the
appropriate price," Mr Li said. |
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Rising to the Top Chairman, James Tien and Chief
Secretary, Anson Chan make their way to the
Summit

HitEEFREREARARRAREEARS

Director, Eden Woon, welcomes
Summit delegates

BUBBRBBOFR

James Tien formally opens proceedings
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China need to liberalize
service sector further

rian Stevenson, immediate past
Chairman of the Coalition of
Service Industries, said that for
the benefit of developing its service

industries, the PRC would have to
liberalize its service sectors further.

"I think undoubtedly China is
liberalizing and that is creating more
opportunity, but there is a lot more to be
done, and | would be encouraging the
negotiators in WTO to keep going," said
the chairman of Ernest & Young, Hong
Kong.

"For instance, if we deal with my own
business (an international accounting
firm), we still face challenges.

" We have lots of opportunities and we
keep growing, but there are restrictions still
on licences: they are usually given to
companies in relation to one city, you are
not allowed to practice in multi-cities in
China. Sometimes there are restrictions in
creating national practices."

Mr Stevenson said that the key
opportunities to internationalize Hong
Kong'sis service industries lay foremost in
China, followed by the ASEAN region.

"Recently the CSI has opened up very
close links with the leaders of the Chinese
authorities in relation to the service
industries, and | have got absolutely no
doubt that this would create huge
opportunities for service providers in Hong
Kong, and we are getting that message
through the Chamber, in particular in areas
like the insurance industry, distribution,
franchise."

Mr Stevenson said that the professions
- engineers, accountants, lawyers - had
many opportunities to extend beyond the
borders of Hong Kong into China.

"A number of people working in the
Mainland were employed there through
Hong Kong, particularly Chinese people.

"And there we have a lot of people
going up from Hong Kong to live in China
to transfer technology as well as advice,"
Mr Stevenson said. |

Brian Stevenson
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H enry Tang, a Chamber General
Committee member who is also
a member of the Executive
Council and the Provisional Legislative
Council, told the Business Summit that

Hong Kong's free market economy would
not change.

"I have heard of many criticisms both
locally and from overseas that we are
moving away from the free market based
economy into more a planned economy in
terms of intervention in the form of policies
for industry, information technology or
other industrial products," said Mr Tang.

"It is not true. | think the Chief Executive
has said many times in public his belief that
free market principle will not change. |
believe it will not change," said the
Managing Director of Peninsular Knitters Ltd.

"Whether there is an industrial policy
or not? | don't think there is an industrial
policy. I, for one, would not advocate an
industrial policy. I, for one, would say that
as far as industry is concerned, our Chief
Executive has said that Hong Kong has
been moving towards higher value and
higher technology | agree. It is not because
of a policy, it is because this is the way
we have to go.

"Higher value does not mean higher
technology. High value could mean brand
name garments, it could mean a higher
quality washing machine. We are moving
in that direction because of the
comparative advantage of Hong Kong. |
think we will continue to do so," he said.

Mr Tang said the SAR government's
responsibility must be to provide the best
environment for the development of high
technology and to create the opportunities
in the market place for private enterprises
to capture them.

On the question of corporate cost
cutting, Mr Tang said that the issue should
be on épproductivity.

" think first of all we should consider
productivity, because that is the key to
success. If our costs continue to escalate
simply because salary increases and all the
other costs, we must re-assess our
productivity: how do we make that person
more productive, and how do we cut cost?
It is about whether there is any red tape
that can be saved." Mr Tang said. |

1 11(]

"l""\y 17‘

Henry Tang

it H B HAZ

HATEUE A B R BRI E G A 0A
GREREFIERR - FBAGREET
EAH H h TG AEHE o

PR TREMSL > U R AR
PAEmA T T . FMAHL SR > M T
B SRR AT -

BRI - BREREDS
YCAPABIN T 00 AR s - R
BB R -

KRBT RHRRERE  REBY
A IR |

(TTHREEH  FELEERE R
H. SRR ER  REEEEHE
BEWARET LEERNOER » MERF
BB -

[RIEEAEE SR o 2 EEREE

AR A A LU R B E A A A

[F#ELENEEMTER BRS
KM EEA MEES > KRN FR R
%

EHRFERR > FREUTHEATER R
Fda R T EBRROBIE - LRSS
ZHGHe - MALERE AITEE -

SR A Aol REARES PR A AS B > SRR
BSETER AT -

[EENRBEIOEER > REFERME
HFR -

I ABR A1 T 8 F E f  3 2  CA  A
KU ERI R - ISR B AR AR A
HOTSRE - 1 /ERE IR PR E RO TTRY 7 (AR
A REAUBE —EALENEFSE
%0 | -

The Bulletin January 1998 35




HK reliant on Mainland,

the USA

hamber Chief Economist lan
Perkin said the performance of
the Mainland and the US
economies held the key to recovery in the

SAR.

"I agree we will be one of the quickest
to recover. What we are looking at in the
rest of the region is a substantially drawn
out recovery. In fact there will be decline
before there will be recovery in much of
the rest of the region. | am look at three to
five years for southeast Asia and Korea.

Mr Perkin said the two things that were
of concern to him about 1998 and the
recovery in the Hong Kong economy were
China and the US, the SAR's two biggest
trading partners.

"l am worried about China because in
the third quarter of this year we saw growth
slowdown from 9.6 per cent to 8 per cent,
it seems as though the Chinese economy
may well have not landed, despite all the
bragging about soft landing. That could
affect Hong Kong's growth and how we
come out of it.

"The US is going into its seventh year
of quite strong economic growth. Seventh
year, which is a remarkable performance.
There must be a question about when that
starts to slowdown. And the US is
importanttous. Itis pumping out US$ 200
billion into the world economy every year,
a lot of itis going into Asia. There are these
problems ahead, but | agree that Hong
Kong will be amongst the first to come out
and amongst the strongest," he said.

On the question of unemployment in
Hong Kong, Mr Perkin agreed there would
be some increase.

"I do not think it will be substantial,
and | do not think it will hit until well into
1998. If we look at the job situation at the
moment, we have had tremendous
increases in job growth, particularly in the
services sector, far faster than the overall
labour force growth. In fact, one of the
benefits we have going into 1998 is that
the labour force growth is continuing to
slow down.

"We have also had a substantial
increase in the number of unfilled

vacancies. You have heard
Victor Li before talking
about the difficulty in
construction that
developers are still having
in getting labour on their
sites. | think we will go into
the beginning of 1998
really quite well, and then
as we move through the
year, we'll probably get
unemployment going up
to 2.6 or 2.8 per cent from
the present 2.2 per cent. |
don't see us getting
anywhere near the 3.6 per
cent that caused such an
outcry two years ago," Mr
Perkin said. ]

lan Perkin
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STAFF NEWS BEEARBAEEXR

F Staff Promotions and Job Retitlements

98 A1 BE IRk B T B kA sl

The Chamber is pleased to announce the following promotions and retitlements which were effective 1 January 1998:

19984 1 A 1 Bt AGEAL FIEA > TFEHIMIBETLE -

1. Promotions &7l

Name H¥  Position B&fi  Division M

Chow, Eva JH b Senior Manager, China ~ HHEEHERLE International Business [ [ %5 56

Ngan, Simon S Senior Manager, Industrial Affairs & SME Business Policy LR
TERH RN R AT

Chu, Victoria KEBIF Manager, Translation URRR A ACTE Operations R

Wong, Marina FRBHM  Assistant Manager, Industry & SME Business Policy T BURER
T Rh/Nf 2RI E

Lo, Celia & Human Resources Officer ANEEFF Operations IR

Lee, Phoebe ZEER Administrative Assistant T BN International Business IR [ 7 5 3

Kwan, Sam A {25 Supervisor, Printing Room ENf 558 38 Operations g

Cheung Wing Fai  3g¥k#E  Customer Services Officer Il Z#%& FIRES £/ cO e

Tsui, May wmES Customer Services Assistant | cO Fegn
—REF R BE

Chan, Veronica 19 25 % ( — =) CcO AR

Lam, Mabel HEE (—— ——n— —) cO ZEREE

Fung, Fiona HE= (= ——— ) CcO ZEAEER

Wong, Ximea HikfE (———— — ) cO AR

Ho, Rebecca {al &1 B8 Customer Services Assistant |l cO A
_HEF R B

Cheng, Ann et Clerk Il XA Operations R

2. Job Retitlement of CO Division %5 ¥ ik 1 52 X

In order to create an approachable and friendly image of the CO Division, the following job retitlements will be effected in

B EEESNER - e BRI -

Regards

22— LD

Eden Woon $EULE
Director BBEHE BH

1998:

BB BB R E S RN S - B 1998 L » EMAEE EZ T ¢
Current Title EARB 5 A New Title B o] W1 44 A
Manager w1 Customer Services Manager HF R 4838
Assistant Manager I 48 38 Assistant Customer Services Manager FFIRBS B4 38
Senior Secretary o AR Customer Services Officer | —MREFIRE A
Executive Officer TR EAT Customer Services Officer | — R EFIRF EAE
Senior Inspector [SEG Ea= Customer Services Officer Il THREPIRH £
Inspector & A Customer Services Officer Il EREFRE LML
Administrative Assistant T EnE Customer Services Assistant | —REF IRES Bh3E
Senior Data Entry Operator (=58 ¢ L PN =] Customer Services Assistant | — R P IRES Bh 38
Clerk | —®|XE Customer Services Assistant | —REF IR g
Data Entry Operator 3¢ 1IN =] Customer Services Assistant || ZREFIRES Bh3E
Clerk Il 5= Customer Services Assistant 11 TREF IR B3R
Clerk 11l =®|XE Customer Services Assistant |11 ZHR % P RS B3

Horace Tong will be retitled as Senior Supervisor, Printing Room (Operations Division).
FEREZE — BT SR ENR = S AR B (D)

Please join me in congratulating them and continue to extend your full support.
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Eden Woon Reports

Your Partner for the
Challenges Ahead

season, and you are refreshed and

ready to face the New Year. | know
that the economy is in a bit of a tough
period, but | hope that your business can
persevere and prosper in 1998. We at the
Chamber will do the best we can to help
you with policy support, with business
information, and with trade leads. If you
have not renewed your 1998 Chamber
membership yet, | hope you take the time
to do so as soon as you can. And | thank
those of you who have renewed or are
renewing your membership.

I hope that you had a very good holiday

This year, the Chamber promoted 14
staff members. The promotions are
indicative both of the quality of work of
these fine employees and the potential we
believe they possess. Two were promoted
to Senior Manager — Eva Chow and Simon
Ngan. Both of them should be well known
to many of our members. Eva spent several
years working with China before she moved
over to the Coalition of Service Industries,

7 B

RGBT » BEES | A
AP s sk A7 M 1 08 R
I > T — WU - A G 208 A

SRAFTEE » B A IRECR B - R
55 E R - (A > R

AR K OF (R os - S AR I TR E A
ToaiE > WHRBMARERGES > SR
o

AE S AGRIT 148 L XSG
i fPIBE A9 TR - FAIARGE > AP AT o
AWMEAEE > LREASEHERIFAR
g o

Hep > RS MR & T A SR
o A2 T - AREAR DG B AN EEIRE
Koo RBERBBHELSH  HE IR ER

where she just contributed significantly to
the inaugural Hong Kong Awards for
Services. Simon is no stranger to SMEs and
to members of the environment and
industrial affairs committees.

Eva will be the new Senior Manager
for China and the Chamber China
Coordinator. (Thinex Shek, formerly
Manager for China, will move over to work
for CSl.) She will be responsible for
managing our growing relations with
mainland China and Chinese enterprises.
She will integrate our wide range of work
on China, from membership to WTO, to
trade questions. She will play a key role
in helping our members develop business
in China, or helping Chinese businesses
develop contacts abroad.

Simon will be working with a new
small team in the Chamber on SME
business policy, in addition to the
industrial affairs and environment
committee work. This team will pay

WL EE DRI ] ME L

flerh » RBHE 3 SIRIE BN A% - 3
PR LEFHEERGH T -

MRS T B Bl RS AR f
BALAmgn P FHBGA > AETER
& B vh B KR Jork st (> 3 H 55 5500 A9 BR AR
(BT o 124 35 508 M0 P68 5 R 4 AR 5 €t
ML) o Mo MR e EhREGE
g LR RS MBS D HELA A B A9 Ik
B o RO 700 & 5 (6 73t B4R 2ETS 2l i
AN LR R INEE R

BB SR W L/l > AR
AN i /N 4 36T TR A P R BOR > Il A
AR LEEHRERZR G L1E - NS
FHBREPPIREEGBNTHE » EEREM

January

special attention to the needs of the SME
members in the Chamber, to ensure that
there is a "level playing field" for them in
the Hong Kong business community.

I am sure that those of you who know
Eva and Simon agree that they are terrific
performers who are very helpful in so
many ways to our members and who
deserve the promotions.

Finally, January is a "short" month in
that the Chinese New Year begins on
January 28. We do have an important
subscription luncheon on January 22,
when the Executive Director of the Hong
Kong Tourist Association, Amy Chan, will
come and speak on "Hong Kong Tourism:
Vision for the Future". She will unveil how
the HKTA plans to address this urgent
question for Hong Kong, especially for
those who depend on the tourist trade for
a living. [ ]

Happy Year of the Tiger!!!

(A AL P AT o GRS
A HELERE  ZARREFHA
Fo WEcZmnig s - wEEH
EEELRE !

MR B2 B A BRI LA AR 1 )3 28 B AR
it - — A8 LIERED - AE EHE
B4 MAGRESE -

FAGAE 1 A 20 H BTG W gEE
A S R o € A0 B R MR AT SR S BT A
WE O AL [ ABIREEE - LERE B
B R | o WA IE F5 19 & e R A AT &
%> WhBhiRiE 3 N LI IRIE &2 .

% > BREN e e8RS
=ilh-

FIRE - &
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Director's Report

ECONOMIC AND LEGISLATIVE
AFFAIRS DIVISION

The Chamber's annual Business
Summit ("Hong Kong: 156 Years and 156
Days") was the highlight of the Division's
activities during the month under review.
Held at the Convention and Exhibition
Centre, the Summit attracted a full house
over more than 300 delegates plus
specially invited guests and a large media
contingent.

The Summit keynote address was
delivered by the Chief Secretary for
Administration, Mrs Anson Chan, after
opening remarks from Chamber Director,
Dr Eden Woon, and Chairman, The Hon
James Tien. Mrs Chan's address was
followed by a Plenary Session addressed
by Madam Zhu Youlan, President of China
Resources (Holdings) Co Ltd; Mr Norman
Chan, Deputy Chief Executive of the Hong
Kong Monetary Authority; and Mr Francis
Leung, Group Managing Director of
Peregrine Investments Holdings Ltd.

Mr Tien and First Vice Chairman, Mr
Peter Sutch, then led a panel discussion
session of members of the General
Committee of the Chamber. The
Chamber's Chief Economist also delivered
his annual economic forecast to this
session. Questions from the floor almost
overwhelmed panelists during the session.
The Summit concluded with a luncheon
address from Mr Tim Condon, Vice
President and Senior Regional Economist
with Morgan Stanley Asia.

CHAMBER IN ACTION

Many of the questions at the Summit
were directed to the turmoil that has
gripped Asian financial and equity markets
in the past six months.

During the month under review the
Division was also kept busy answering
press and other queries on this vital issue
for Hong Kong, China and the region.
Among the many media interviews by the
Chief Economist were special sessions with
the Bloomberg Financial Information group,
BBC Radio London, Singapore TV, the
Hong Kong Channel and RTHK. During
the month, the Chief Economist also
delivered addresses on economic events to
the Conference Board (out from New York
for a special human resources meeting), the
Spanish Business Association, Austcham,
the Liquor and Provision Industries
Association and the German Business
Association annual general meeting
luncheon.

The Chief Economist also addressed the
International Business Council on the Chief
Executive, Mr Tung Chee Hwa's Policy
Address and the likely impact of recent
economic events on the major initiatives
contained in it. He also spent some time
during the month reacting to the
Government's important Third Quarter
Economic Report. Visitors to the Division
during the month included economists and
other analysts from Australian, the UK,
China and the USA.

The Hon James Tien, the Chairman of HKGCC, spoke at
the "Economic Forum Switzerland" on November 13.

F11 8130 [HRIQERYE] £ ALEETFERE -

The Chairman with Dr Klaus Jacobi, Former
Secretary of State for Switzerland, and President
of the Coordinating Committee for the Presence
of Switzerland Abroad, Berne.

B TEBARELESNBEESETIRBELEL
SRAILEER -
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CHMAMBER IN ACTION

Chairman of the Europe Committee, Mr
Manohar Chugh (right), held a meeting with a
group of four Chairmen of HK Associations in
Europe on November 26:-

Mr Bjorn Larsen, Denmark-Hong Kong
Association; Mr Jacques Pelletier, Frame-Hong
Kong Association; Sir Don Carlos Stuart, Spain-
Hong Kong Association; Mr Oswald Putzier;
Hong Kong Commiittee of East Asia Association

Germany.

on November 7.

BNZER TR IENN 11 A 26 HRBNNERGETEEER - BESQFEAFTNER - ZEHM
BHER  ARTHFERBREEANREHEEEEZEITRRITE

Mr Manohar Chugh, welcomed Mr James Moorhouse, Member of the Europe Parliament

XHERK 11 A7 H REBFNBRNES RO -

In preparation for next year's elections
(to be held on May 24) the Economic and
Legislative Affairs Division also arranged
the despatch to all members during the
month a letter from the Chairman together
with voter registration form for the
Chamber's Commercial (First) Functional
constituency. A follow-up letter from the
Director was also sent to members
outlining in more detail the registration
process. All members are urged to register
to vote in the constituency before the
deadline of January 16 this year. It is
important to the success of the elections
and for the Chamber to get a high
registration of voters by January 16 and a
good turnout of voters on May 24 next.

Committee Meetings

There were two committee meetings
with the Economic and Legislative Affairs
Division during the month.

Legal Committee

The Legal Committee of the Chamber
met on December 16 principally to
examine the year in review and look to
the Agenda for the year ahead. While the
government's legislative programme has
slowed recently with the Provisional
Legislative Council in place, itis expected
to pick up in the New Year, especially after
the May 24 election of the First SAR
Legislative Council.

Economic Policy Committee

The Economic Policy Committee met
on November 27 principally to discuss the
regional economic events of recent months
and their impact on the Hong Kong SAR.
Italsolooked at an important Chamber draft
paper on the trade trends affecting Hong
Kong, especially trade going into and
coming out of China. This paper is to be
reworked and published early in the New
Year and should provide a valuable
addition to our understanding of the SAR's
trade links with the Mainland. The meeting
also looked briefly at the potential
economic consequences of the
government's proposed restructuring of the
municipal councils and the Hong Kong and
China economic outlooks for 1998. A straw
poll of Committee members on likely Hong
Kong SAR GDP growth for 1997 and 1998
was also held. It gave growth ranges for
1997 of three to 5.6 per cent for 1997 and
two-to-4.6 per cent for 1998.

INTERNATIONAL BUSINESS
DIVISION
TrADE COMMITTEES
Americas
The Consul General of Peru, Mr Jorge

Abarca del Carpio, accepted the
Committee's invitation to give a luncheon
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talk on the latest economic development
and investment environment in Peru on 8
December. The maintheme of his address
was on the Peruvian economic reform
programme introduced in 1990, its impact
on the country's economic performance,
and the future outlook of the Peruvian
market. The Americas Committee held its
regular meeting immediately after the
luncheon talk by Mr Abarca, at which
members discussed the proposed
programme of activities for 1998.

Arab and African

Dr Ali Youdif Ahmed, Ambassador
Extraordinary and Plenipotentiary of the
Republic of the Sudan in Beijing paid a
courtesy call to the Chamber on 24
November to promote the 15th Khartoum
International Fair to be held from 17 to 28
February, 1998. He was met by the
Chairman of the Arab and African
Committee, Mr Lawrence Fung. The
Committee held its regular meeting on 28
November at which members discussed,
among other issues, the proposed missions
for 1998. Before the meeting, Dr John
Hanks, Executive Director of Peace Parks
Foundation in South Africa was invited to
speak on the development of the peace
parks and the Peace Parks Foundation.

. Asia

Jointly organized by the Asia and the
SME Committees, an "Indian Night" dinner
party was successfully held on 24
November. The function provided a useful
business networking opportunity for
members to meet with the Consul General
of India, Mrs Veena Sikri and leading
Indian businessmen in Hong Kong. Mr
Joseph Poon, Vice-Chairman of Asia
Committee gave a welcoming address at
the function. A small delegation from the
Philippines led by Mr Oliver Butalid,
Regional Director of the Department of
Trade and Industry visited the Chamber on
28 November and met Mr Sidney Fung,
Assistant Director for International
Business. The delegation gave a thorough
briefing on the foreign investment
opportunities in Central Luzon, the Clark
Special Economic Zone and Luisita
Industrial Park.

A luncheon co-hosted by the Chamber,
the Asia Society and the Japan Society was
held on 9 December, at which HE
Yoshiyasu Sato, Ambassador of Japan to
China was guest speaker. The topic of his
speech was "Sino-Japanese Relations
towards the 21st Century". The function
was attended by more than 340 guests. Mr
Denis Lee, General Committee Member
presented a souvenir to Ambassador Sato
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The "Indian Night" dinner party, jointly
organized by the Asia Committee and the SME
Committee, was held on November 24 at
Viceroy Restaurant. Members had the
opportunity to exchange views with Mrs Sikri,
Consul General of India in Hong Kong. Mr
Joseph Poon, the Vice Chairman of Asia
Committee gave a welcome address at the
function.

HENEEERPINELRXESS

S0 [EIE2%] 11 B 24 B Viceroy Restaurant#47 - 20
SETVAKRNERBLASHERLTEE ZESATFEENETOREASHE -

Mrs Veena Sikri, Consul General of India and
Mr Joseph Poon, Vice Chairman of Asia
Committee

HNESBRAASARBLLRENZS SR EEERN
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CHMAMBER IN ACTION ’ =

The Arab & African Committee invited
Dr John Hanks (left) Executive Director
of Peace Parks Foundation, to give a
presentation on "The Development of the
Peace Parks and the Peace Parks
Foundation" on its 28 Nov meeting. Dr
Hanks briefed members on the tourism
industry in South Africa and how the
economy of African countries could be
benefited by the development of the
Peace Parks. Members interested to
obtain information regarding the Peace
Parks Club may contact Dr Hanks at tel:
(2721) 8553564 or fax : (2721) 8553958.

The Committee Meeting which followed
the presentation discussed, amongst
other issues, the possibility of organizing
a mission to South Africa in May 1998
and a mission to Dubai.
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on behalf of the host organizations.

A 10-member Study Team from the
Japan Productivity Centre for Socio-
Economic Development called on the
Chamber on 11 December. The objective
of the visit was to study management and
business features, approaches and
practices in Asia-Pacific region for the
development and implementation of
business competitiveness. The group was
briefed by Asia Committee members on
the role of Hong Kong as a regional centre
for business promotion.

China

A 10-member study mission led by Mr
Denis Lee, General Committee Member
visited the northern part of the Pearl River
delta, covering Qingyuan, Sihui and
Zhaoqing. The objectives were to seek
advice from Chinese officials on various
incentives for relocating industrial
operations into these cities and to explore
business opportunities. In view of the
rising operating costs in the developed part
of the Pearl River delta, the mission proved
useful to delegates interested in identifying
alternative bases in the region where
production costs are lower.

The China Committee met on 27
November and members agreed to re-
schedule the annual visit to Beijing to 18-
20 January 1998.

A 5-member CCPIT delegation led by
its Director of Information Department
from Beijing paid a courtesy visit to the
Chamber on 3 December to exchange
views on information technology with
Chamber executives. Dr Y S Cheung,
Assistant Director for Operations

explained to the delegation how the
Chamber phonafax system operates.

During the month, the Chamber
sponsored the following fairs at which Dr
Eden Woon, Chamber Director attended
the opening ceremonies: '97 Science and
Technology Trade Fair (18 November) and
'97 Yunnan Trade and Investment Fair (9
December).

Mr Denis Lee, General Committee
Member represented the Chamber at a
reception on 21 November in Guangzhou
in celebration of the 40th Anniversary of
Guangdong CCPIT. Mr Sidney Fung,
Assistant Director for International
Business represented the Chamber at the
opening ceremony of the '97 Seminar on
Jiangsu Provincial Economic &
Technological Cooperation held in
Nanjing on 1 December. Dr W K Chan,
Assistant Director for Business Policy,
represented the Chamber on 11 December
at the Seminar on Guangzhou-Hong Kong
Cooperation.

Europe

On 26 November, a group of
Chairmen of Hong Kong Associations in
Europe, namely Mr Bjorn Larsen for
Denmark, MrJacques Pelletier for France,
Don Carlos Stuart for Spain, and Mr
Oswald Putzier for the Hong Kong
Committee of East Asia Association,
Germany, visited the Chamber. They were
briefed by the Chairman of the Chamber's
Europe Committee, Mr Manohar Chugh,
and other Committee members on the
present political and economic situation
in Hong Kong. They were encouraged to
contact the Chamber should they wish to
invite senior Hong Kong businessmen to
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give an update on Hong Kong in the future.

A 12-member trade delegation from
Latvia led by Mr Stanislavs Hosenko, Head
of International Division of the Latvian
Chamber of Commerce and Industry met
with Chamber members on 2 December
to explore business opportunities in Hong
Kong. The delegates were interested in
sourcing a wide range of products
including garments, hardware, electrical
machinery, medicine, fire extinguishers
and timber.

SHIPPING

The Tariff Standing Sub-Committee
and the Hong Kong Liner Shipping
Association held a joint meeting with Po
Kee Marine Co. Ltd. on 24 November to
negotiate the tramp agency fees and the
tariffs for mooring and unmooring services
for 1998.

HoNG KONG INTERNATIONAL

Mr Norbert Brandsteidl, Director of
Foreign Affairs Department, Austrian
Ministry of Economic Affairs, called on the
Chamber on 17 November. The Chamber
Director, Dr Eden Woon, updated Mr
Brandsteidl on the current business
situation in Hong Kong.

On 8 December, Mr Nicholas Clegg,
Member of Cabinet and Senior Adviser to
Sir Leon Brittan, had a meeting with Mr
Sidney Fung, Assistant Director for
International Business. They exchanged
views on trade issues of common interest
such as China's accession to WTO and the
EU's anti-dumping measures against
products originating from China.

HonG KoNG Taipel BusiNEss
CooPeRATION COMMITTEE

A 29-member delegation from the Hong
Kong Taipei Business Cooperation
Committee led by Chairman, Mr Paul Cheng,
visited Taipei on 27 and 28 November to
participate in the 8th Joint Meeting. The
delegation was hosted by its counterpart, the
Chinese Taipei - Hong Kong Business
Cooperation Committee headed by Mr Kao
Chin Yen, Chairman of the Federation of
Industries in Taiwan. The delegation
achieved its objectives of developing new
trade and investment relations and learning
from Taiwan business leaders the ways to
develop the high-tech sector. The delegation
also took the opportunity to promote Hong
Kong's post-1997 image in the local business
community. A Memorandum of Cooperation
was signed pledging further cooperation
between the two bodies. Over 120 of
Taiwan's premier business leaders attended

CHAMBER IN ACTION

the Joint Meeting.

Pacific Basin Economic Council

An Executive Committee Meeting of
PBECwasheld on 12 November to update
members on the activities of the Council
since April 97. A progress report was
made on the organization of the IGM
1999, which is scheduled to take place in
May 1999 in Hong Kong. Activities of the
PBEC Hong Kong Member Committee
were also reported during the meeting.

The first meeting of the Steering
Committee for the PBEC IGM 1999 was
held on 13 November. The meeting
provided an overview of-PBEC IGM and
updated members on the work done so far
by the Secretariat in connection with the
IGM 1999.

PBEC held its annual Mid-Term Meeting
from 19 to 21 November at the Chateau
Whistler Resort in British Columbia,
Canada. The meeting adopted a number
of resolutions on the Asia Pacific stock and
currency crisis, corruption, information
technology, forecast products and services
liberalization. Importantly, the Council
approved a report produced by the PBEC
Hong Kong Member Committee which
provides a range of specific
recommendations for reducing
administrative barriers to trade in the region.
The meeting also approved the theme of
the PBEC IGM 1999 to be held in May 1999
in Hong Kong as "The challenges of the next
century for the Pacific Basin".

BUSINESS POLICY DIVISION

HONG KONG COALITION OF
SERVICE INDUSTRIES

New Chairman

On 4 December the Executive
Committee elected Mr Stanley Ko to be
Chairman of the Coalition and Messrs
Anthony Griffiths and K.C. Kwok as joint
Vice Chairmen. Mr Ko succeeded Mr Brian
Stevenson who chaired the Coalition from
1992 to 1997.

Promotion of Services

The second issue of "The Servicing
Economy" Newsletter was published by
the Coalition in November. The theme of
the issue was on financial services.

Representation

CSI Secretary General Dr W.K. Chan
attended a meeting of the government
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Statistics Advisory Board on 26 November.
On 5 December he attended a meeting of
the Personal Data Privacy Advisory
Committee. A consultative meeting was
held between consultants from OFTA and
the Coalition's Information Services
Committee on the feasibility of number
portability for mobile phones on 9
December. On 10 December the CSI
submitted a paper to Industry Department
on applying benchmarking to the
promotion of inward investment into Hong
Kong. Following consultation with
members in respective fields, on 10
December the Coalition submitted a paper
to government in response to the
consultation on the regulated agents
regime for air cargo carriage.

Committee Meetings

The Real Estate Services Committee
met on 25 November with Mr Patrick Lau,
Deputy Secretary for Planning
Environment and Lands to discuss
planning, land supply, housing and urban
renewal. The Executive Committee met
on 4 December to review programmes in
promotion of services, the China
programme and progress of CSI
committees.

HONG KONG FRANCHISE
ASSOCIATION

. Roundtable

A roundtable luncheon on policy for
retailing and related tax issues in China
was held on 26 November. The speaker
was Ms Becky Lai of Arthur Andersen. The
event was attended by about 30 members.
The training material for the franchise CD-
ROM has been compiled and production
for the CD is expected to be completed
by the end of December.

INDUSTRY AND SME
Small and Medium Enterprises

The SME Committee met on 18
November to discuss work-plans for the
coming year. A series of roundtables were
held from 1 to 3 December hosted by the
Chamber Chairman, the Hon James Tien.
The purpose of the meetings was to assess
the situation among SME members on the
difficulties encountered with the high-
interest rate environment brought about by
the currency turmoil affecting the region.
The first Small Business Award
Presentation Ceremony was held on 10
December at the Hong Kong Convention
and Exhibition Centre. The winner of the

EEITST |

The Chief Executive Presented an Award to
Shanghai Tang
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At the ceremony: Anthony Griffiths,
W.K.Chan, K.C.Kwok, Nicholas Brooke
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Hong Kong Awards for Services

The Awards Presentation Gala
Dinner was held on 12 December
1997. Chief Executive of HKSAR Mr
Tung Chee Hwa presented the
awards to winners in the five award
categories, namely, innovation,
productivity, tourism services,
customer services and export
marketing.
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Gold Award was Signal Communications,
the Silver Award - the Black Box, and the
Bronze Awards - Million Tech Ltd, Edward
Kwan & Co, and Futurekids. Presentation

| of awards was made by Mr Francis Ho,

Director-General of Industry, and the Hon
James Tien, Chamber Chairman.

Industrial Affairs

An exploratory meeting was held on 3
December with academic representatives
and Industrial Affairs Committee members
to discuss possible cooperation in seeking
funding from the Industrial Support Fund.
A second meeting followed on 11
December.

Environment

The Environment Committee held its
regular meeting on 9 December at which
Mr C W Tse, Assistant Director of
Environmental Protection (Air), addressed
members on government policy
respecting CFC and Halons. An Air
Quality Seminar and Subscription
Luncheon with Mr Bowen Leung,
Secretary for Planning, Environment and
Lands was organised on 15 December.
Seminar speakers included Mr Peter
Wong, Advisory Council on the
Environment Chairman, Ms Christine Loh,
Chair-Citizens Party, Mr Mike Stokoe,
Deputy Director of Environmental
Protection, Dr Bill Barron and Prof T H
Lam of the University of Hong Kong. Both
events were chaired by Mr Barrie Cook,
Environment Committee Chairman.

OPERATIONS DIVISION
EVENTS

A Joint Subscription Luncheon with the
British Chamber was held on 27
November at the Grand HyattHotel. The
guest speaker was Lord Douglas Hurd,
Chairman of British Invisibles. The
luncheon was attended by 300 persons.

The Hong Kong Business Summit was
held on 4 December at the Hong Kong
Convention & Exhibition Centre. Keynote
speaker was The Hon Mrs Anson Chan,
Chief Secretary for Administration.

A one-day seminar on "The Equal
Opportunities Legislation", organized
jointly by the Chamber and the Equal
Opportunities Commission, was held at
the Furama Hotel on 19 November. About
68 persons, mainly human resource
professionals, attended. The seminar
explained the Sex Discrimination
Ordinance and the Disability

Discrimination Ordinance. A panel of
experts, including Ms Mimi Cunningham
of The Hong Kong Jockey Club and Mr
Peter Yeung of the Hong Kong Air Cargo
Terminals Ltd, presented their views on
establishing company policies on sexual
harassment and on equal opportunities for
the disables.

A half day training course on
"Professional Telephone Skills" was held
on 28 November and attracted 20
participants. A one day training course
on "Time and Team Management" was
held on 10 December and attracted 18
participants. A Cantonese Examination
was conducted on 15 November. Three
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expatriates attended the examination and
two candidates passed. A two-evening
training workshop on "How to Monitor
Your Financial Statements" was held on 2
and 9 December, and attended by 25
members.

More than 28 members and guests
participated in the outing at Clearwater
Bay Country and Golf Club held on 17
November and 11 members joined the
joint outing with HKGAA to Shenzhen
Golf Club held on 26 November. Some
74 members and guests joined the 3288
Dinner Club meeting on 25 November.
Phoenix Trader Ltd was invited to promote
the company's golf accessories. |
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APEC/PBEC
Panel
discussion

The Pacific Basin Economic Counci! (PBEC)
Hong Kong Member Committee organized
an informal panel discussion over breakfast
on 18 December 1997, featuring Secretary
for Trade and Industry, Ms Denise Yue (top,
middle) and the Chairman of the Hong Kong
Trade Development Council, Dr Victor Fung
(top right).

Dr Helmut Sohmen, (right) Chairman of
PBEC Hong Kong, moderated the session
during which he reported briefly on the
efforts made by PBEC in advocating free and
open trade in the Pacific Region. Ms Yue
and Dr Fung spoke on the recent APEC and
ABAC meetings in Vancouver.
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CHAMBER FORECAST

Jan 6

What is Franchisable?
4:00 pm - 5:30 pm

HEAG, HEESESTHFREA?

HK Convention & Exhibition Centre
(Enquiries: Rammy Chan, Tel 2823 1225)

Jan 8

Tripartite Forum '"Hong Kong — The Servicing Economy"'

9am-1pm -Forum 7pm- 10pm - Dinner
B | =)yl

Island Shangri-La Hotel
(Enquiries: Rammy Chan, Tel 2823 1225)

Jan 15-18

Hong Kong Products & Services Exhibition
Shopping Expo 98

BTG & KW H5E 98

A golden opportunity for sales promotion!
HK Int'l Trade & Exhibition Centre, Kowloon Bay
(Enquiries: Sylvia Cheung, Tel 2823 1266)

Outbound Mission

Jan 18-20
Beijing

Feb26-Mar2  Mission to India

China Committee Mission to

Jan 13, 12:30 pm - 2:00 pm

Roundtable Luncheon: Smartsizing V Downsizing
Mr David Ho

(LE 3% %3

Chamber Conference Room
(Enquiries: Karen Au 2823 1200)

Jan 21, 12:30 pm - 2:00 pm

Roundtable Luncheon:

Uses and Benefits of Offshore Companies & Trusts
(or Ethical Tax Planning & Asset Protection)
Speaker: Mr Ian A Christie
Acceptor Corporation

BER A A BB Kk (EREAT)
LI i

(Enquiries: Helen Chan 2823 1252)

Jan 22, 12 noon for 12.30 pm

January Subscription Luncheon
Ms Amy Chan, Executive Director
Hong Kong Tourist Association
‘“Hong Kong Tourism — Vision for the Future”

—HrRa R
AR bih o A0 BB AT 08 &1
FRIRWRE : CRBE > ARk

Island Shangri-La Hotel

(Enquiries: Marina Wong,
Tel 2823 1253)

Feb 21

HKGCC Spring Dinner
Organised by SME Committee for all members
4 pm: Games 8 pm : Dinner

TR A BB

Metropol Restaurant, United Centre
(Enquiries: Karen Au, Tel 2823 1200)

Early March  Mission to Shanghai & Pudong
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Chamber Forecast (Cont'd)

COMING EVENTS

Jan 6 Seminar:
What is Franchisable?

Jan 8 Tripartite Forum on Services
Promotion

Jan 15-18  Shopping Expo '98

Jan 13 Roundtable Luncheon:
Smartsizing Vs Downsizing

. HEEBBEEEAT g ),l

Uses anq benecfjitts oftof(fshore BOC HONG KONG GENERAL | . -l ]
Corganeendiies oy CHAMBER OF COMMERCE /¢
ethical lanning and assel -
i S _VISACARD ’(J"
HOMASARBIRERRH T
an ubscription Luncheon: :,-)
Jan 22 fH?(ToEtrismI:VisPon for the {(: )

Future”: Mrs Amy Chan,
Hong Kong Tourist
Association

Feb 21 HKGCC Spring Dinner

COMMITTEE MEETINGS
Jan 12 General Committee = daat_ @\7@4‘&& 7: : @V@‘L&”
Jan 14 Economic Policy Committee
Feb 5 Human Resources
Committee
. \ / The Hong Kong General BANK OF CHINA
Feb 10 Legal Committee Chamber of Commerce S HONG KON BAANGH
¢ HEBBECTHRABTEFERR AR5 |
Feb 19 China Committee BB TOEFEY® - [BIREFUN] BDEE
2EEFRE
- BEDREAFIEZSRE - 2 IRBYRIES 2
(Regular committee meetings open to S ERE
respective committee members only, a8 TRy pa .
s . INE2MEF BERBEQAPRR TS D/ZITERN
unless otherwise specified.) PEEDM [ BE SR SE S + 2853 8805
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PBEC AP ¥HhEEBERE

HK report

Hong Kong Committee report

calling for the elimination of non-

tariff barriers in
telecommunication, investment and
several other service sectors was successful
approved in the Pacific Basin Economic
Council Mid-term meeting held from 19-
21 November in Whistler in British
Columbia, Canada.

Dr Helmut Sohmen, International
Vice-Chairman and Chairman of the Hong
Kong Committee, led the delegation for the
three-day programme. The Hong Kong
report called for a range of specific
recommendations including the
elimination of non-tariff barriers, in areas
such as telecommunications, investment,
insurance, tourism, real estate, transport,
and business/professional services.

The report also recommended the
elimination of excessive documentation
and the streamlining of customs
procedures.

Dr Sohmen chaired a special panel
discussion on Southeast Asia's currency
and stock market situation. The
informative session shed light on the
economic futures of Asian economies
hardest hit by the financial turmoil in the
second half of 1997.

At the Whistler Mid-term meeting,
PBEC adopted resolutions on the Asia
Pacific stock and currency crisis,
corruption, information technology, forest
products, and service liberalization.

PBEC invited Professor Kenneth S
Courtis, First Vice-President of Deutsche
Bank Group Asia, to address a luncheon
gathering, where he shared with members
his assessment on economic reforms in
Japan and his views on the Southeast Asia
financial crisis. |

=
o

1, 00 A

approved at PBEC

Chairman of Thailand's PBEC Committee, Mr Chote Sephenpanich (right) with Dr Sohmen

HBXBLIRRFELR

A i AR P P oy
WBFHE B TR

CEILA19821 A > KOEVEH BT

T B A NS K B (S8 B th AR
&) BRTHGH  WRAEBEZE AR
MEHEE > ARETEHREERRF. REX
HAbZ F i A I BB 5 Rk -

BHALP=K - CEREGIRAEEE
BAFR ] T Bk ST SRR T HEAKRE
MAERZHE  WFRHIGHER. &, ®
B, iz, 5SibAE. Wk, 7L EEMB
SATEN EBBLERE - G ISR S0
A S B T

GHRAM > UL IR T EAW
RE % R/ NAR IR - EEY
B HREYF T ARLAZ S REAZEN
ReEdEms » REMESE -

s EEGEIFRA T AHE RS
RUfat, fis. EABHE. WRE M RRE
¥BEm Lk -

BEGHEBEEERITER (EM) 5
—RIBHER R PR AE > BR

Iy EEAE B ARSI T SR da 4 R AR Y
Fik - u

¥ - T ~ @tong kon
E ¥ p

Dr Woon, Director General of PBEC HK,
updating members on the Administrative
Barrier to Trade report
SUEBTAFERBREEAERIVEERHE
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COMMUNITY AFFAIRS BZER%
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Chamber team completed 100km
charity Trailwalk for Oxfam .

- -

The Chamber Taipans Team at start. left to right: lan Anderson, Margaret Brooke, Lily Chiang, William Fung, Michael Dalton, John Sayer, Y S Cheung
(£8) Z@/fE - AXH  BEH - SEH  BER - RRERERRER

By Dr Y S Cheung, Assistant Director

t the invitation of Oxfam Hong

Kong, the Chamber formed a team

to walk in this year's Trailwalker
on 21 and 22 November.

The event attracted over 2,800 walkers
to walk through the 100 km MaclLehose
Trail from Pak Tam Chung in Sai Kung to
Perowne Barracks near Tuen Mun. Each
four-member team must complete the
journey within 48 hours and raise at least
$5,000 for the Trailwalker Charitable
Trust.

With a big push from Mr William Fung,
a former Chamber Chairman and Dr Lily
Chiang, a General Committee member,
the Chamber formed a Taipans Team to
take part, for the first time, in the event.
Mr Fung and Dr Chiang, our team leaders,

negotiated a "deal" to suit our particular
circumstances, that is, with a few
exceptions, we could hardly walk through
the entire hilly journey but we could raise
the money! Eventually, the Chamber
Team was allowed to walk in relay, in
exchange for a donation of not less than
$200,000 to the Trust.

We were successful in both counts.
With some persistent persuasion from
Mr Fung and Dr Chiang, the Chamber
Team was formed with the following
members:

e Dr Lily Chiang, Executive Director
of Chen Hsong Holdings Ltd.

e Mr William Fung, Managing
Director of Li & Fung (Trading)
Ltd.

-

i
<8\

e DrY S Cheung, Assistant Director I

of the Chamber. |
e  Mr Michael Dalton, Chairman of
Wogen Pacific Ltd.
e Mr Nicholas Brooke, Senior Partner
of Brooke Hillier Parker.

e Mrs Margaret Brooke,
Managing Partner of Brooke
Hillier Parker.

*  Mr lan Anderson, Chairman of the
Trailwalker Charitable Trust.

® Mr John Sayer, Director of Oxfam
Hong Kong.

With the support of many senior and
prominent Chamber members, the Team
raised well over $277,000. We would like
to acknowledge contributors for their
generosity and kindness to the poor and
disabled people. They are:
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e Mr Linus Cheung, Hongkong
Telecom

e Dr Lily Chiang, Chen Hsong
Holdings Ltd

e MrMichael Dalton, Wogen Pacific
Ltd

e Mr William Fung, Li & Fung
(Trading) Ltd

e Mr Walter Kwok, Sun Hung Kai
Properties Ltd

e Mr Liang Xiaoting, Bank of China

e Mr Brian Stevenson, Ernst & Young

® Mr Peter Sutch, John Swire & Sons
(HK) Ltd

e Mr James Tien, Manhattan
Garments (International) Ltd

Chamber Staff also collectively
donated $2,000 to the event.

This year's Trailwalker was won by a
team of experts specially flown in from
Japan. They finished the 100 km in 14
hours 24 minutes. The Chamber Team,
with the help of Mr & Mrs Brooke who
were the fastest trailwalkers of 1986,
finished in 23 hours 30 minutes - a record
we are proud of and believe will be
difficult for future Taipans Teams to break.

The Chamber is looking forward to send
moreteams to patticipate in future Trailwalker
events, provided we can enlist more support from
members. Interested members may contact Dr
Y S Cheung at the Chamber and, more
importantly, start to training for 1998! [ |
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Asian Sources on-line

Trading with Hong Kong:
What is the future?

Asian Sources Media develops ASM eTrade for electronic commerce

lifeblood of the SAR. From the days

of the early China traders to the SAR's
modern day role as an international trade
and financial centre, Hong Kong has relied
on its links with the rest of the world to
facilitate the movement of goods.
However, those links are coming under
pressure. As trade becomes increasingly
complex with ever greater amounts of
goods and money involved, the systems
that support it are also becoming more
complex.

I nternational trade has always been the

While computers have invaded every
aspect of our lives, their impact is being
felt greatest in the office. There are few
organisation's in the world today either

Asian Sources On-Line
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large or small, that do not use a computer
of some kind. As well as acting as
productivity tools, computers are now
being used to monitor and control trading
processes. Electronic Data Interface and
other forms of electronically — enabled
trade are helping major international
corporations to not just cut down on the
amount of paper they use, but also to
improve speed and efficiency.

While these systems may seem like
the sole preserve of large multinationals,
no company can afford to overlook them.
This is because, as the multinational
switch to electronically — enabled
systems, they also expect their suppliers,
customers and other business partners to
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do the same. This is the challenge facing
every company in Hong Kong that hopes
to do business overseas.. "l feel that
electronic trade management is extremely
important to safeguard the international
trade business in Hong Kong,' says
Theresa Yiu, managing director of ASM
eTrade.

ASM eTrade was established by the
Asian Sources Media Group, Hong Kong's
largest trade publishers, to develop
software for this so-called electronic
commerce. The division has already
produced a series of modules mostly for
internal use. However, Ms Yiu explained
while these solutions were useful, it was
also important to be connected and to use
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similar systems externally, as this was
where the real advantage came.
Furthermore, this kind of electronic
connection is what international partners
are beginning to expect.

Ms Yiu explained that being
electronically enabled meant several things.
For instance, a lot of companies may use a
PC with productivity tools like Microsoft's
Word or Excel to prepare trade documents.
Moving up the ladder, the companies begin
using solutions like those developed by
ASM eTrade. However, she estimated less
than ten per cent of firms in Hong Kong
used the Internet, for e-mail communication
with their partners, and less than one per
cent were truly EDI enabled.

The problem she says is that the large
number of small and medium sized
enterprises (SMEs) do not yet realise the
need for electronic trade management. Ms
Yiu said this was the group ASM eTrade
was trying to reach. "We see there is a lot
of things that ASM eTrade can do to help,"
she said.

Ms Anna Lin, chief executive of the
Hong Kong Article Numbering Association
(HKANA) agrees there is a concern
regarding the adoption of the technology
by smaller companies. "In my opinion, a
lot of the small traders have not understood
the whole concept of electronic
commerce, and how it can help them
compete." The HKANA originally founded
by the General Chamber of Commerce, is
undertaking several projects involving
electronic commerce including its use in
supply chain management.

Ms Lin believes electronic commerce
is a vital part of helping local firms
compete on the international stage. "My
feeling is Hong Kong can no longer
compete on price, we need to compete
on servicestoo. That means offering speed
and flexibility," says Ms Lin. The problem
is she explained that as we can no longer
compete with cheap labour, we are likely
to lose out to manufacturers based in
countries that are geographically closer to
our main markets in North America and
Western Europe.

Meanwhile, ASM eTrade's Ms Yiu
points out that the SAR is also facing a
challenge from more technologically
advanced countries in this region. In
particular, she points to Singapore and
Malaysia, where the governments are
promoting the use of EDI. Even mainland
China is developing its own electronic
commerce systems. Most notable of these
is the ECS (Electronic Commerce Service)
in Shenzhen, which is being used to speed
up customs clearance.

However, Ms Yiu does believe Hong
Kong is at the leading edge of the adoption
of electronic commerce. But, she argues it
is critical that the government supports this
trend if the SAR is to stay ahead of the
competition. In particular, she noted
government plans to close trade counters
in favour of electronic delivery of forms will
give SMEs renewed reason for adopting
electronic commerce. "If only buyers want
suppliers to go electronic, they may feel it
is a waste, but if even the government is
requiring suppliers to go electronic, they
will see there is a need." [ ]
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FI ying Eye Hospital Helps
to Fight Blindness in China

‘ By Carolyn L Brehm, Vice President - Asia, ORBIS

ver our 15 year history, the flying

eye hospital ORBIS has

established a special relationship
with China, where we have undertaken
more medical missions than in any other
country.

ORBIS, an international humanitarian
organisation, has held 43 programmes in 14
Chinese provinces, including 18 programmes
with the ORBIS DC-10 and 25 land-based
programmes in community health,
technology, surgical and nurse training.

The flying hospital returned from China
late last year after conducting a medical
mission in Hefei, the capital of Anhui
Province.

Leading eye surgeons from around the
world joined the ORBIS medical crew for the
three-week mission which took place
between September 6-27. During the mission
patients had their sight restored on-board the
ORBIS DC-10 and laser treatments, used
mainly for treating glaucoma and diabetic
retinopathy, were performed.

Operations and laser treatments were
also performed in a local Hefei hospital
to enable doctors and nurses to experience
these procedures in their own setting.
Sight-saving skills were transferred to more
than 500 Chinese doctors and nurses who
came from all over Anhui Province to
attend the mission. Training workshops
and lectures were also given to around 600
doctors and 300 nurses.

These doctors and nurses upon return
to their own hospitals will be responsible

The ORBIS DC-10 flying teaching eye hospital
RIS DC-10 R R B

A local Chinese nurse attends to a patient on-board the ORBIS DC-10 whilst an ORBIS
nurse looks on.
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for sharingtheir experiences and new skills
with their colleagues. By providing these
health professionals with sustainable
ophthalmic skills, it ensures that our work
will have long-term positive effects for the
blind in the community.

Several weeks later, the ORBIS team
carried out a three week training
programme in local hospitals in Guizhou,
Guiyang. More than 240 ophthalmologists
participated in the programme which saw
local Chinese doctors working side-by-side
with the ORBIS visiting faculty members in
their own hospital environment.

In China, there are between seven and
ten million blind people. The Chinese
government is committed to addressing
this health problem which affects people
of all ages and socio-economic groups.

More than 38 million people are blind
worldwide, with a further 110 million
visually-impaired people at risk of
becoming totally blind. The tragedy,
however, is not in these figures, but that
two-thirds of these people could be cured
with the right medical treatment.

Since 1982, ORBIS has visited over 75
countries, implemented more than 300
medical programmes and trained over
36,000 doctors and nurses in sight-saving
skills. The flying eye hospital also
conducted programmes in other parts of
Asia, including Burma, Mongolia, Vietnam
and Bangladesh. Through 'training the
trainers', it is estimated that ORBIS has
impacted the return of sight to more than
6 million blind people worldwide.

ORBIS's work is only possible through
the generosity of individuals and
companies who not only donate money
but also goods and services.

The people and companies of Hong
Kong have been an invaluable source of
ongoing support for ORBIS since its
inception. When ORBIS needed to
urgently upgrade from its DC-8 plane to
its current DC-10, Hong Kong people dug
deep in their pockets. Hong Kong people
also contribute to an Endowment Fund set
up by Standard Chartered Bank.

We encourage companies to join our
Corporate Partnership Programme which
funds medical missions in China or to
contact us to discuss other sponsorship
opportunities. a

Contact information:

Rachel Russell, Senior PR Manager (Asia)
ORBIS, GPO Box 7419, Hong Kong

Tel: (852) 2877 9373 Fax: (852) 2877 1297

Patient case study
Wang Jong Long from Anhui

Wang Jong Long's right eye was hit by
a rock while playing with friends
when he was three. A traumatic cataract
formed on his eye which greatly reduced
his sight.

During the past two years, cataract
surgery has become available in Anhui but
the cost of the operation would be RMB
1,500 - double his father's monthly salary.

Wang's father heard about ORBIS's
planned visit to Hefei, the capital of the
Anhui province, in September 1997
through his local newspaper. His deepest
hope was for his son to be selected
amongst hundreds for a free operation on
board the ORBIS flying teaching eye
hospital. Luckily, Wang Jong Long was
chosen, and his sightis now fully restored.

On hearing of the success of the
operation, Wang's father said: "Thank you
to all the visiting doctors and crew
members of ORBIS for restoring eye sight
t/f/)or:]ky icnh Ill)crji.nlgihnc:gpii(g)thBt[os tcl?gté)r;zjneg lits Long after his operation on the ORBIS DC-10
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ZMBEME HERIBF RN > BihE > B

BT B2 45 7 B9 9 & 72 600 BAZLL L -
BHTA R > AT TR & A LA SR

HERE > EERAWE FEHZEE -
FBAN—M K ZHRILHTH TE o &

45 M AT L DC-10 Bt F £ 4 #9 DC-

8 MATRBL » HHAVBRALAEFHEN

B o BbAh > Pt FTERFT HSL A9 MR B8 b 22
& EIRE B BB -

. RUHBA Jﬁ%ﬂ[bﬁ T8 J_;H; Local Chinese ophthalmologists sit in the
CARBOE + BI6OTE ) - BURE A @A > B frong classroom of the ORBIS DC-10 and

SFATHRA > R E LA A o B - [ |
EHRN  BEE - BRABRE (myE)  OPerating room.

B A - BIE BB RIEH 7419 % ERENBEERSBE LBERSEEFMA
A ¢ (852) 28779373 i fHE © (852) 28771297 %

watch live surgery taking place in the

54 The Bulletin January 1998




INDUSTRY & SME T XK/ Ei2

Strategic Planning -
To Plan or Not to Plan ?

Andrew Young, Senior Consultant, Hong Kong Productivity Council

¥ ¥ SR P AL )

he recentfinancial crisis in Asia has

caught many people by surprise

and points to the need for strategic
planning. Although it is impossible to
forecast such dramatic events, a strategic
plan will enable a company to position
itself to minimize risks and to capitalize
on market opportunities when they arise.
There is a saying that "one cannot control
the uncontrollable, but can control the
controllable". Strategic planning is, in
simple terms, to do that practically.

Strategic planning is an exercise where
the management team of a company, as a
whole, set down its objectives, goals and
strategies for the future.

It differs from a conventional business
plan in that it focuses the business on
medium term (3 to 5 years) instead of the
conventional 6 to 12 month budget plan.
The exercise involves the whole
management team rather than just one or
two of the key managers.

Published evidence suggests that
companies that have carried out strategic
planning, are in a better chance to survive
economic fluctuation than those without.
A recent study of over 300 small to
medium enterprises (SME) in Australia has
an interesting finding that companies with
strategic plan tend to perform better over
a period of time than those without.

A simplified conceptual framework of
strategic planning is presented in this
article. This model has been successfully
used by the author with SMEs and is
designed to be "user friendly". The model
consists of 8 elements:

The process must be viewed as a
continuous loop. As strategic planning is
meant to be "a means to an end" rather
than "an end to a means", it has to be
reviewed and updated continuously. The
key components are:

External Analysis: Every business has
to fully understand what its customers
think. This is the basis of the mapping of
the "battlefield". In this exercise all external
factors have to be taken into account.
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Typically the customer survey will form
the key component followed by industry
analysis and competitor analysis.

Internal Analysis: This includes
product/services analysis, resources
(human, financial, physical) analysis and
business process/systems analysis. The
analysis provides the basis for
understanding current situation and to
appreciate the magnitude of the gap
between now and the desired state. The
gap then becomes the natural objective for
improvement.

Business Mission: Based on the internal
and external analysis, the company needs
to identify its business mission. What is
our core business? If it is not our core
should we divest or invest? Business
mission defines the outer boundaries of the
"battlefield" and ensures consistency and
clarity of purposes throughout the
company. It also provides a point of
reference for all major business decision.
For example, what is a manufacturing
company doing in developing property
(just because it makes good short term
money)?

Values: Every business has a set of core
value whether they are aware of it or not.
They should be defined and articulated so

| as to provide a common reference for

acceptable and desirable behavior for all
stakeholders in their company.

Vision: A vision reflects the collective
views of how the key stakeholders desire
and envisage the enterprise in the future.
Therefore it provides direction and act as
the driving force for change. An example
of a vision statement may be "XYZ
company wants to be the most innovative
company in the electronic calculator
industry"

Objectives: Objectives are a
company's "bus stop" sign on its journey
to realize the vision. The objectives
introduce a high degree of accountability
as the company is committing itself to
achieving these tangible results. They
should become the company's driving
force as they provide a clear focus on what
it is strategically important to achieve.

Objectives should be quantifiable,
easily understood and measurable. One
should avoid vague objectives such as
"improve our quality" and be more specific
like "achieve the goal of <0.05% defect
by 1999".

Strategies: This is by far the most
critical part of the strategic plan. The
company should examine the strategic

options available to the company on how
to position itself in a market segment. The
positioning strategies should be closely
linked to and support the corporate
mission. How are we going to compete in
the market place, by low price or by
product/service differentiation? Should we
diversify into other product/services or
focus on existing? Should we focus on
current market segment or diversify into
other segments? What is our sustainable
competitive advantage and how can we
use that to our benefits?

The first step is to determine what
needs to be improved. This can be via a
staff interview and operation review
session. For better results, it is more
beneficial to engage an external consultant
to carry out this exercise. Once the
improvement activities are identified, they
should be linked to the strategic plan.

Expect to amend and change direction
if market condition dictates. One thing
though is clear, the strategies must be
clearly articulated so thatthe management
team is clear and focuses on the same
direction.

Implementing and monitoring:
However grand or elegant the design,
strategies that do not get executed cannot
enhance the company's performance. The
common reason for failure to implement
the strategic plan includes: lack of
commitment from top management,
unwillingness to change, absence of
accountability, lack of monitoring
mechanism, reward and recognition
poorly aligned with the strategic direction.

In essence the strategic planning
exercise should not stop here, the planning
loop should be continuous. The action
plan should assign people as responsible
and measure performance against that.

In summary, strategic planning is an
exercise that can be practiced by SME
given some pre-requisite knowledge and
commitment from the management. There
is value to bring in external consultant to
assist but the company must be prepared
to invest internal resources itself. Don't
expect the consultant to be able to do it
all.

As for the question of To Plan or Not
To Plan, the real question is Can You
Afford Not To?

With the Chinese New Year
approaching, are you ready to consider
undertaking such program for a new
beginning? [ ]
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Strategic Planning - Action Learning Training Course

The HKGCC in conjunction with the HKPC is offering a special action-learning training course
on Strategic Planning. The course combines traditional training with action learning techniques
to transfer skills from consultants to the participants. When completed, the participating company
is expected to have a sound strategic plan that has both professional input and extensive staff
involvement. The main advantages of this course are:

* Extensive staff involvement leading to commitment and ownership of the plan
e Commitment from staff means more effective implementation of the plan.

* Transfer of skills to staff means that the exercise can be repeated by the company itself in
the future.

e Customized and professionally prepared strategic plan, as the consultants will mentor each
company on a one-to-one basis.

Course details:

Date: Commencing on week of 23 February 1998.

Duration: 10 weeks with one half-day session per week

Class size: Limited to 6 companies for closer attention and better results. Each company can
send up to 4 staff to attend

If you are interested, please fax the following reply slip and a detailed information package will
be sent to you. Alternatively, you can enquire by ringing HKPC on 27885711.

Fax to HKPC 27885700

I am interested in the Strategic Planning - Action-Learning Course. Please send me further
information.

Name: Title:
Company:
Address:

Phone: Fax:
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Chief Executive presents
service 'Oscars'

he Hong Kong SAR - an 80 per cent

service economy - has at last found

a fitting event to give official
recognition to the finest members within
the service industry. The first Hong Kong
Awards for Services were presented by
Chief Executive the Honourable Tung
Chee Hwa on December 12 in the
Renaissance Hotel, and the awards will
become an annual event.

The five overall winners of the 'Oscars
for service industries' were Hong Kong
Property Services for the Innovation
category, Hong Kong and China Gas
Company for Productivity, Giordano for
Customer Service, Shanghai Tang for
Tourism Services, and Hutchison Port
Holdings for Export Marketing.

"Among the winners of the Hong Kong
Awards for Services," said Mr Tung in a
congratulation message, "we have
witnessed a continued effort in improving
customer satisfaction by constantly
bringing in innovative ideas, rationalising
management systems, applying leading
edge technology, and adding extra value
to service."

The Financial Secretary the
Honourable Donald Tsang, who chaired
the Central Judging Panel, said he was
particularly impressed by the high
standards of the entrants. Mr Tsang said
Hong Kong government was firmly
committed to supporting the service
industries through the Services Promotion
Programme.

A total of 25 companies were
honoured in five categories - Innovation,
Productivity, Customer Service, Tourism
Services, Export Marketing.

"The idea behind the awards came
several years ago during Mr Tsang's
campaign to promote Hong Kong's
services," said organiser Dr W K Chan of
Hong Kong Coalition of Service Industries.

The five Leading Organisers were the
Hong Kong Coalition of Service Industries,
Hong Kong Productivity Council, Hong
Kong Retail Management Association,
Hong Kong Tourist Association, and Hong
Kong Trade Development Council.

"This award is not like a beauty contest.
We wanted to get people and companies
involved and, through the process, they
could improve themselves. It was a self
examination experience, which is the
whole point of the awards," Dr Chan said.

|-

Over 100 companies
entered the competition,
coming from the
financial, commercial,
tourism, and public
service sectors.

Mr Y. S. Lo, Chair-
man of the Awards Or-
ganising Committee,
said at the Award Pres-
entation Ceremony that
the service sector
needed to set more am-
bitious goals to maintain
leading positions.

"That is exactly why
the Hong Kong Awards
for Services was initiated
- to enhance healthy competition among
industry members for the many years to
come," he said.

Sponsors of the first Awards for
Services included the Bank of China
Group, Jardine Pacific, Standard

A Family Picture: Tung Chee Hwa with the judges and winners
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Chartered Bank, Guangnan (Holdings),
Hong Kong Air Cargo Terminals, Hong
Kong & China Gas, Hong Kong Telecom,
Kowloon Canton Railway Corporation,
and Shanghai Industrial Investment
(Holding).
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Award Winner Shanghai Tang held a fashion
show
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SERVICE INDUSTRIES

Hong Kong Award for Services: Productivity, Hong Kong Award for Services: Innovation, Hong Kong Award for Services:
HK & China Gas Company Hong Kong Property Services (Agency) Tourism Services, Shanghai Tang
Dr Lee Shau Kee (centre) & Alfred Chan Michael Choi David Tang

HETHREERERBRETHERST (£E) - FBEX (F) » LBE (F) - IREHED (TE: £) RESR (FE - ) K%

Winners of the Organisers' Awards

1997 Hong Kon Coalition of
Service Industries

Innovation Service Awards

e Hong Kong International Terminals
e One2Free PersonalCom Ltd

e Small Animal Kingdom Ltd.

1997 Hong Kong Productivity

Council
Hong Kong Award for Services: Hong Kong Award for Services:
Productivity Awards for Services Export Marketing, Hutchison Port Holdings Customer Services, Giordano
¢ Hospital Authority John Meredith Peter Lau
e Jardine Fleming Unit Trusts Ltd.
° JMass Transit Riilway Corporation REMNEERA 25K - —ANEBEBEENRER
e Open University of Hong Kong I — — FEREEHREANE REELEEHR
* Theme International REEBE LR - [REMEA A RES o BEERR
MR RS 30T > M SUERTE A S HEIE ® BEREEEHRAH
1997 Hong Kong Retail Management  pi%a - & HiE T
Association [HRESEHEN IR E - RMFEEESR & HIBABAE
Customer Service Awards %E*ﬂ’&ﬁj%ﬁ@ ) ﬁ’ﬁﬁ:é@ﬂﬂ"ﬁ@&* > A o =AITHBEERARAR
« The Body Shop A B KB o B R IR SRS TAE - | .
e Duty Free Shoppers Hong Kong - SENAZFAFABELR  GEAER —HhWNWEtBEBZTEEEHS
e G 2000 R TEE REEUENEERE - EERETREE
e Hang Seng Bank MRS L BME B & T /F B0 R 7e 88 @ The Body Shop
1 - FR > EHERESEN > IRES ENIATE & DFS EIFEF AL
1997 Hong Kong Tourist Association L F@AHIHIE - il : [ERRFEREE * ME=T
8% a2 ER ERMMRERT - | W & 54 RTT
Tourism Services Awards W > AR AT A BRI — IR > FELAIN SR
o IDIutdegie Shopglaers Hong Kong BHBEF S o —RALEBREDS
: sland Shrangri-ia I EFEEIRE s s AT RIEARAE SR
 Mandarin Oriental Hotel Group oo 4 i AcPs¥AIRA 7. o144 . it o DFS BB EME 5
(EM) ARAF, FBEEEY, PHEER. & & BEFEBRAAANE
1997 Hong Kong Trade BEMN, UESEER EEEARAF . m & FERFHEEM
Development Council ¢ BERE
EMREREET
Services Awards Export Marketing —NWNtEBESERER
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Towngas Wins Services
Productivity Award

he Hong Kong and China Gas

Company Limited (Towngas) was

selected as the winner of the Hong
Kong Award for Services : Productivity, in
recognition of the Company's
achievements in pursuing service
excellence. The Award affirms the
Company as a role model in productivity
enhancement.

The Productivity Award was organized
by the Hong Kong Productivity Council,
one of the five joint organizers of the first
ever Hong Kong Awards for Services. The
Awards recognize and encourage
outstanding achievements of quality
companies in service industry and
enhance public awareness of the
contribution of the service sector to the
Hong Kong economy.

On receiving the Productivity Award
from the Hon Tung Chee Hwa at the
Awards Presentation Ceremony held on 12
December, Mr Alfred W K Chan, Towngas'
Managing Director said : "In the face of
keen competition that exists in the
marketplace and rising customer
expectations, our Company realizes that
the key to remaining competitive is quality
excellence, and quality ultimately is the
driving force of productivity and business
growth."

Town gas provides technical and customer
service training to employees to ensure that
they provide competent, friendly services to
customers

KEARAHESRMEXZNRESBREI SR  #
REFRBAERBINERS

As a utility company, Towngas'
winning edge lies in its ability in creating
high levels of customer value and at the
same time reducing the unit costs of
providing quality service. The customers
benefit most from being able to enjoy
value-for-money services.

In recent years, the Company
undertook a number of service initiatives
such as reducing customers' waiting time
for maintenance and installation services,
and customer service hotline enquiries.
The Towngas Regular Safety Inspection
scheme has also enhanced home safety for
all Towngas customers.

The Productivity Award marks a
milestone in Towngas' journey of
continuous improvement in enhancing
productivity and raising its standard of
service. As a result of the Company's
substantial investment in management,
systems as well as staff training and
motivation, employees are able to make
significant contribution to service
excellence as ateam. In future, apart from
providing a safe and reliable gas supply,

Through the company's 20 Customer Centres,
frontline staff can effectively collect customer
opinions and provide customers with a
variety of services.

BBAHEEN-TETFFL  AREIT AN
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the improvement programmes will also
aim at offering customers services of ever
faster speed, greater convenience and cost-
effectiveness. |
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You've heard about how the internet, EDI and other
technologies will revolutionise global trade. But
how can they make a difference to your business?
e’ “’ r on ’ 7,000 of Asia's leading manufacturers and more
than 27,000 of their products at your fingertips.
Trade management software from ASM eTrade
eliminates clerical errors, saves time, and adds
manageability to even the largest purchasing
operations (just ask Reebok, the world renowned

sporting goods company).

If you are in importing or exporting, ASM Group
products and services will make your operation
work better, faster, and more efficiently.

Asian Sources On-Line and CD-ROMs put

Electronic Showrooms let you maintain your
own database of suppliers, products, styles, and
specifications.

Integrated EDI, e-mail and automated fax put you
in control of communications, over your choice
of internet, intranet or private network (VAN).

ASM Group electronic commerce solutions are in
use right now by some of the world's leading
buyers and suppliers. And supported by industry
leaders such as IBM, AT&T, Oracle, DHL, Sun

Interactive
sourcing

Private Microsystems, and Hongkong Bank.
electronic .
catalogs To find out how your real-world business can

benefit, call Helen Lam at 852-2555-5008,
fax 852-2553-0998, or e-mail
helenlam @asiansources.com

Order processing solutions === e — —

State-of-the-art communications
THE

Control Systems ROUP

The Asian Sources Media Group

LCs & Banking

http://www.asiansources.com






