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Revolutionising the Management of Commercial Records: 1975 - Crown pioneers confidential documentation
storage with the launch of its records management service in Hong Kong. 1987 - The first wholly-owned Records
Management storage complex is completed. 1992 - Crown revolutionizes records management with a fully automated bar
coding and inventory system. 1994 - The new Crown Worldwide name becomes synonymous with total quality service as it
expands globally. 1995 - Records under Crown's Management reached 1 million cartons. 1997 - Crown achieves
ISO9002 status as part of its commitment to the philosophy of excellence. 1998 - Records management is taken into a new
age with the launch of RSWIN, an interactive inventory management system. 1999 - Demand for professional records
management is on the increase as Crown acquires its third storage complex.

2000 - 20 years and two million boxes on, Crown Records Management breaks -
new ground as the leading confidential document storage company with the launch =t

of a state-of-the-art web tracking system that offers efficient self-monitoring CROWN m
capabilities. 2001 & beyond - Crown's future capabilities include: 1.Establishment

of a media center for storing tapes, CD roms and all valuable media records.

2.Development of an imaging%ervli)ce for scanning documents and storing the disc. S e D e EH L N
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Members in Touch E&EXE

TIME TO TAKE RENEWABLE ENERGY SOURCES SERIOUSLY

The level of air pollution in
Hong Kong has been alarmingly high
this year. Much has been written about
how, technically, the air is cleaner due to
the conversion of taxis and mini busses
to LPG, and that emissions of NO,, SO,
and CO, continue to be reduced.
Similarly, debate about who is to
“blame” and where is the pollution
coming from has left many of us blue in
the face. The fact is that I can hardly see
across the harbour, even on windy days,
and my all too frequent trips to the
doctor lately for a cough or sore throat
confirm what we already know: air
pollution is getting worse.

A series of articles in the South China
Morning Post recently has tried to shed
light on how decrepit power plants in
the PRD are being stoked again to
provide energy for factories in the PRD,
many of which are owned by
Hong Kong businessmen. Record high
oil prices also make cheaper, dirtier fuels
more appealing, which of course is not
helping the problem. But perhaps higher
oil prices are a blessing in disguise.

Mounting air pollution is a global
time bomb waiting to go off. Given that
the situation is now becoming so bad
that we are being forced to take action
(we hope), I believe Hong Kong and the
Mainland of China are in a position to
become leaders in air pollution and
renewable energy solutions. The
Mainland’s appetite for energy is
insatiable and it simply cannot go on
burning fossil fuels to meet demand. It,
and Hong Kong, should be looking at
renewable energy sources, whether they
be wind, hydro, solar or even other
technologies.

I also believe that people who argue
that wind farms are aesthetically
unappealing, or that windmills or solar
panels do not generate enough energy
miss the point. The power plant and
smokestacks on Lamma Island, for
example, are part of the “scenery.” So
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perhaps it is just a matter of time before
windmills and solar panels become part
of Hong Kong’s landscape. Every little
energy that they can produce to reduce
the amount of fossil fuels burnt will
make the air a little cleaner. As the
Chinese say, every drop of water in the
bucket helps to fill it. Imagine each
building in Hong Kong fitted with its
own solar and wind generating facilities.
The day when each building or factory
is self-sufficient in producing renewable
energy may be some time away, but I
believe it is time we started looking at
how we can reach this goal.

Mark Walken
Wanchai
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Got something to say? Then make your voice heard in The Bulletin. Send your letters to: The
Bulletin, HKGCC, 22/F, United Centre, 95 Queensway. Or email, bulletin@chamber.org.hk
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Your Energy Partner For

An Efficient Commercial Kitchen

CLP Power. More than light.

CLP Power is backing electric cooking to make the commercial kitchen
environment more pleasant, greener and cheaper to keep.

We have been instrumental in bringing the 'electric cooking' concept to the Hong Kong food and catering
industry. With electric cooking, energy expenses can be vastly reduced. What's more, operation is simple
and safe. With no exhaust air produced during cooking, kitchen temperatures are tightly controlled, making
for a cleaner, quieter and more pleasant working environment.

More and more commercial kitchens are adopting induction cooking. The savings on energy costs can be
up to 30%. We are delighted to be your energy partner to provide you with professional advice on

electric cooking! Please contact us at 2678 7337.

Chinese Induction

Wok Station
FESH

CLPPower

HONG KONG, WE'VE GOT THE POWER.
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Linking Productivity to Pay Makes Sense

n addition to raising profits for many companies - and helping
with goverrunent’s tax revenues — the economic recovery this
year is bringing welcome relief from deflation and
unemployment. We are building the sound foundations for a
sustained period of good growth, but we need to keep our eyes
on the ball if we are to avoid slipping back as overseas demand
most likely will slow next year.

For companies, this means controlling costs through a variety
of means, which is not easy to do when oil prices are hitting
record highs every few days. As a service economy, Hong Kong
is less directly affected by rising fuel prices than areas heavily
dependent on energy-intensive manufacturing. We are a people-
oriented economy, and it is imperative that we attract and retain
the quality of talent we need to remain competitive.

Each year, the Chamber analyses the labour market and
general economic conditions and makes a recommendation on
pay trends for the coming year. In all but one of the past seven
years, our recommendation was to hold wages steady, in the
face of falling prices and reduced demand. We also
urged employers to move away from guaranteed
bonuses and across-the-board pay adjustments.
Our core belief in this area is that pay should be
linked to performance.

This year, as the economy rebounds strongly,
some companies and industries are facing stiff
competition for employees while others are finding
a ready pool of talent to fill vacancies arising from
increased demand for the services Hong Kong
provides. Flexibility is one of our greatest attributes,
and in a business environment such as this it is
unreasonable to recommend a single pay trend
solution for all companies.

This year, the Chamber recommends employers
continue to move toward more fleible bonus schemes and closer
links between pay and productivity. Some might argue that
general pay raises are warranted when an economy has been
growing strongly for several years in a row, but changes to
overall base pay are very difficult to reverse when business
slows. We recognise that special circumstances affecting specific
companies or jobs may require some across the board pay
increases, but believe it is better to address these case by case and
avoid any “one size fits all” solution for the whole economy.

On a related note, the Legislative Council was recently
asked to consider implementing labour legislation that would
impose a minimum wage and maximum working hours in
Hong Kong. While on the face of it such measures appear to be
aimed at supporting lower-paid workers, there is considerable
difference of opinion as to the economic costs and benefits of
legislating salary levels.

Those in favour of a legal minimum wage set at a level that
would allow a decent standard of living argue that such an
income is a fundamental right of working people. They also see
such laws as necessary to reduce poverty and inequality. While
these admirable values are hard to object to, the minimum wage
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Anthony Nightingale
REH

doesn’t necessarily lead in those directions.

While the Chamber has yet to establish a formal position on
the subject, one of the main problems with the concept of a
minimum wage is that it assumes no work is worth less than a
certain sum, and that at the lowest skill level, all work is worth
the same pay. From a social welfare perspective, this may seem
reasonable in that all people in an economy need a certain
minimum level of income to get by. However, the results of such
a policy may be quite different from what is intended. Many
economists believe that a minimum wagk acts as a brake on the
growth of employment.

If an employer has 20 employees earning $20 an hour, and a
minimum wage is set at $30 an hour, he is faced with a dilemma.
His staff cost $800 each per 40 hours, but at $30 an hour the cost
would be $1,200. To hold down expenses, he can reduce their
working hours, or reduce the number of staff. In the both cases,
output would decline and with it profits.

A second choice would be to raise prices, and because all
employers would face the same cost escalation, this
seems like a reasonable solution. The result is a
general increase in the cost of doing business, which
for services that are not traded internationally,
would likely be absorbed by the market. However,
for an open economy such as Hong Kong, the
effects would be more profound. Goods and
services that can be less expensively procured from
or produced abroad would become more attractive.
Where that is not possible (such as a restaurant
meal), the overall cost of living rises. That would
feed into the costs — and salaries - in other sectors,
further reducing our competitiveness.

The third option is to reduce company profits.
While some companies might be forced in that
direction, others would move overseas or go out of business
altogether, reducing employment. Those who do cut their profits
would also pay less tax, which certainly isn’t something we want
to encourage granted Hong Kong’s current fiscal condition.

A fourth alternative, which the unscrupulous or desperate
might consider, is to employ people illegally at lower wages.
Aside from undermining the rule of law and order, this also
opens the door to other undesirable activities such as reduced
safety conditions.

Most of these effects would hit smaller companies the
hardest. By nature, they face greater difficulty raising prices and
have less room to reduce profits.

Maximum working hours may be justified in specific jobs
where safety is a prime concern, such as piloting aeroplanes,
operating heavy equipment or driving vehicles. If such
legislation were to come into force, we would likely want it to be
highly restricted to specific job categories.

Overall, therefore, we believe we must avoid the attempt to
introduce rigidity to our labour legislation, in order to ensure
Hong Kong’s open economy can continue to thrive and can
continue to generate new employment to the benefit of all.
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Joseph Koo and James Wong have been producing legendary songs for many
years. Such a successful partnership of mutual understanding is irreplaceable.
At CitiGold, you'll find a great partner dedicated to helping you manage and grow your wealth. Backed by
thousands of financial experts all around the world and supported by unique financial tools such as CitiGold
Wealth Planner and Regular Portfolio Review.

CitiGold Wealth Management. A great partner helps you achieve a successful future.

Successfully join CitiGold on or before November 30, 2004 and get exclusive gifts:

Joseph Koo & James Wong

CITIGOLD Customers ‘ HK$2,500,000 “ HK$1,000,000

2,000,000 400,000

Welcome Gifts
CitiGold Points to redeem: CitiGold Points to redeem:

Sharp LC22AAMH i N i Links of London
arp LC-22 Panasonic Digital Camera Sony E dgg e ST Bon St
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Up to +4% p.a. |

Additional Extra 200,000 CitiGeld Points
Investor Deligh With any investment proof during the past 6 months
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+ '
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For further information, you may contact CitiGold Relationship Manager Miss. Irene Siu at 6330 9055 directly.

Account Opening/Enquiry:

w2ww8ci6t ioo Idoc% 1 Z Py
A citibank

Amemberof citigroupl

Terms & Conditions: 1."CitiGold Wealth Planner* is not a financial plan. The analysis should be considered as a guide for you to use in deciding how best to atain your financial %oals 2l gift items are available on first-come-fist-served basis while stock lasts. 3.The Bank is not a supplier of the gift items and does not accept any responsibility for any
liability arising in conjunction with the use of the produc or services supplied. The Bank makes no representation or warranty with respect to the performance and quality of the gifts or setvices provided. 4." CitiGold Wealth Management* is exclusive for CitiGold customers who maintain a combined daily average balance of J;poshs and/or investments.
of HK$1,000,000 or above. Should the combined daily average balance Eall below the minmum balance requirement for 3 months, a monthly sevice fee of HKS300 will be charged (the monthly service fee for International Personal Bank Hong Kong customers 1s HK$500 or equivalent). The Bank reserves the right to amend the above Terms and Conditions
from time to time and is entitled at any time without any liabi ity in any manner whatsoever to alter the program without prior natice. Should there be any dispute, the Bank's decision will be final. 5 Other terms and conditions apply, please refer to our branches for details. 6 New customer viith any investment product monthly statement or proof of trading

transaction during the past 6 months, {subscription of US$20,000 or above) will receive an extra 200,000 CitiGold Points



From the Chairman £EF S

EENRGMEHADSEZE

‘E FRHREBERFAMESHSAARS TE (AFS
BRI BWARSEIZ ) - thATAR T MM I K KR RE -
BRERSERRERE  ARESEERE

B o AT - MIBTRAAFEINFERE WEERE - RBLRM
MARSER  UBKERRER -

EEVRERABARE  EHRE - SR FhERR
S BHREAETERS - THEEEBRBRBELHE - 8
HEERBERFEHEXNHE  HERANERSE
B o REBRBEUATBE  BAXABREFAT - K
HEBRES -

AEEEFHEIMANTEREBEHERE - RE
RRFHWBEZELRR - BELF  ERWETHR F
RS AESFHERLXREFH - iEFEEIRE
D28 EE - mEHMeEs - AMRBRHFMERIER
B o

SH . HEREERDHER - @A RARITEFEBEE
AF - BEREAHETBRBNZIREN  AHSRAEES
ZR  BERRSKRRAEL  BAATUEER - TE[
DEESERE  ERRBMRT XFSEAANBERR
BE-NHFHBIZHR -

REESTFHERBRLOXBETEREBEMMREAHNE
RE-SHETHFMETHERRBH - BARR  ELE
FRAS-BEE 2BESER-RESMNF - AW
ELEER  ERERABEEZRESELATFHERE -
BERARHIE IERAKREFTE—HMEFH  EXER
B RAREEZFIBRME  BRREH [T WE—
RE-

FEIRE BROAERERIESZERIERE
FEREIERESIHE - REL  SECFAEFERAT
A BEREERERETIENFENSHERE B
BRADE °

BRUEAERETIEERS  WRAREES THE
FEENEERE  ZAREBIERE ITMELNRER - i
FTRAREELEN A EREENTTEE - tINEEE
AT BRETERVEESHMIAEIEMBALLE -

@ THE BULLETIN NOVEMBER 2004

HEREL  AHENARRE—EEXTLS - BRHE
TENES  REHEZ—  REHSBERRIESEM
T TEHUFITERE—KF  mMERERERMNTHE
MITEGHERE - RHEERANAES - RHELABAR
EREIEREEUSE - BEBRRLEREREE

B #AZREMANGEIESHEBRMET SRR

B{EF 7 —BEFEFT 20 ZES  BARH20
7T IE40 /B ATBIE 800 T - EREIERTEH
HFAADR 30T » AHEIEL40DE > BEANEFEEBA
1,200 7T - BREERZ  BEXEWERLSIRSIEEAZ B
MEGSHRIEE H AR -

TENE_@REENE  BAFEEXIHNERST
B —RBNELTHEE ESSEBRATELA B
RABIEREEMNRT - EE TSRS HEE - B
EBNEET SN  MEXRFERE  SIHNMBBRE
NWERNREZESRRS - FARPNFEEEE  Hlw
DNEEARE  BERETES LA  SEERINEMITEN
BAREH  E—PHBRMWRFD -

E-EREERIOAE  BEATSRESEEM  5—
LR RMEEBIERRERER  STBRERSH
Do BEFHRL  CEZIFNTERDT » ERBIRE
METBUARRT - SRIBRMAHLERIMNER -

ATIANREIE  BEEIEZTE— > BAFEZE
BT o ERMEEL BRLEHRF FESsIEHEMBTRER
R HnREEENIERZE -

NG EGEIEFATE  CMHERERLME - B
FBNEBRTRS o

B IlBIRERRELEZEE PR - flnmRE
Al ERREREERAEIR - MERRELEZHER
BN FESLEAHERERENRELRE -

BEMS  RAXBERSSE TEREL USRS
RERN BEALSEIHRERE BERATREZ -1

Anthony Nightingale is Chairman of the Hong Kong General
Chamber of Commerce.
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| CBS ONLINE |
Strong support for your

business success

¥ Apply now to enjoy a
its!
CBS Online, specially designed by Bank of China (Hong Kong), allows our corporate customers to enjoy _hOSt of benefits!

convenient financial services anytime and anywhere via the internet. With a CBS Online account, you can fully

P 3 - . P Welcome gift ~ a stylish optical mouse*.
manage your company’s finance with greater efficiency in terms of time and cost. - =

Waiver of monthly fees - for both general

2 Comprehensive financial management - Access Great savings on operating costs — Enjoy special discount on handling and additional services

to all the accounts your company maintains with Bank charges of online remittance and inter-bank funds transfer via CHATS.
of China (Hong Kong) and its subsidiaries, Nanyang

Commerdial Bank and Chivu Bank j» One-stop trade finance management - Apply for the issuance Annual fee rebate for 2 Electronic
Y of /C, enquire about outstanding import and export records, Certificates - a maximum of HK$100.
1 Flexible funds transfer - Enjoy same day remittance* trade credit faclities, L/C advising records and set up ternplates
to over 190 designated branches of Bank of China (Hong whenever necessary. Handling fee rebate for L/C issuance -

Kong) and Bank of China in the Mainland. Pre-set funds
transfer instruction, manage payroll and upload MPF files,

D , » ) HK$100 per transaction.
» Maximum data security - In addition to the use of electronic

anoly for insurance and make bill payments certificate, 128-bit SSL encryption and password control, you can set up *Welcome gifts are valid for corporate customers of Bank of
pely pay ‘ multi-level authorisation according to your company’s structure. e P T AT G Ol
; . The above offers are subject to relevant terms and conditions.
* Upon successful submission of application before cut-off time on business O T D T Y thor
days and only applicable to BOC Remittance Plus - P . .

Bank of China (Hong Kong) (852) 3198 8333 www.bochk.com | Nanyang Commercial Bank (852) 2622 2633 www.nch.com.hk Chiyu Bank (852) 2843 2782 www.chiyubank.com
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Minimum Wages and Maximum
Working Hours Not the Answer

A proposal to legislate a minimum wage and maximum working hours in Hong Kong
would do more harm than good, writes the Chamber's Legco Rep, The Hon JEFFREY LAM

Council last month focused on whether or not Hong Kong

should set a minimum wage and maximum working
hours. Although the business community vetoed the proposal,
itis not indifferent to the plight of the grass roots sector or that
of general workers. The reason we objected to the proposal is
because legislating a minimum wage and maximum working
hours would not benefit the business community, workers nor
Hong Kong’s economy as a whole.

The grass roots sector argue that setting a minimum wage and
maximum worldng hours would protect low-sldlled and low-
educated workers, and afford them a decent standard of living.
Those who work hard to make a living should receive a reasonable
salary and enjoy a certain standard of living for their efforts. I am,
however, against imposing legislation to do so, because I feel this
would not safeguard workers’ interests, and would actually harm
the overall economy. Other countries’ experiences also teach us that
such regulationstend to do more harm than good.

According to information compiled by labour organisations
in the U.S,, the minimum wage set by the federal government
in 1938 was based on the purchasing power of U.S. citizens. In
other words, it was aligned with the national economy. When
the U.S. economy flourished, minimum wages brought real
benefits to workers. However, the global economy has changed
dramatically over the past 20 years. As U.S. wages are still high
by global standards, U.S. manufacturers - just like Hong Kong
companies — have to relocate their production lines overseas to
remain competitive. As a result, fewer jobs are available. The
United States’ example clearly demonstrates how minimum
wages cannot ensure workers’ a certain standard of living.
Quite the contrary, it creates unemployment.

History has taught us that legislating wages and working
hours does little to help our lowest paid workers. Both
Germany and France are precursors of maximum working
hours, yet their unemployment rates have long hovered over
10 percent. When Bosch and Siemens announced their plans to
relocate plants to Eastern Europe this year, workers agreed to
extend their working hours to secure their jobs. Industrial and
commercial sectors there are even considering removing
regulations on maximum working hours to improve their
competitiveness. A public opinion survey in France shows that
90 percent of respondents support the right to choose how long
they work, and that they are willing to work extended hours
through mutual agreement between employer and employee.
The European examples highlight that such a law is now

‘ he first proposal tabled for debate in the new Legislative
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outdated, and as such it would be foolish for Hong Kong to
implement a law that other countries are abandoning.

If we, as a society, agree that our lowest paid workers
deserve a better life, we should work directly toward that goal,
rather than skirting the issue through market-distortion
measures. We can do far more for our less-skilled citizens
through better education and life-long job training — without
putting artificial burdens on smaller companies — by improving
the productivity of our workforce. The quality of labour, and
not its price, is where we need to focus our attention.

Hong Kong is known throughout the world as a place
where people work hard for their success. Certainly, there are
some jobs where safety concerns dictate that workers should
not be compelled to labour too long without a rest. For a service
industry, however, an all-encompassing law doesn’t make
sense. How can we promote our international financial services
if employees are forbidden from working when London or
New York markets are open? Should a creative designer, on the
verge of a long-sought breakthrough, be forced to stop his work
simply because the clock has ticked over? I believe it would be
better to arrange working hours that are acceptable to both
employers and employees, through mutual agreement.

As a Legco representative of the business community, I am
acutely aware of how important flexibility is to businesses.
Introducing rigidity through legislation would dampen growth,
weaken our competitiveness and reduce our ability to meet
ever-changing market demands. Using legislation to interfere
with the market would create unnecessary obstacles for
business, and runs contrary to the idea of reducing bureaucratic
policies that hinder economic development that the business
sector has championed with support from the government.

Hong Kong employers have nointention of reducing
employees’ interests. Ensuring a close and harmonious
relationship with employees is always a major concern for
Hong Kong companies. A free and flexible market is Hong Kong’s
strongest competitive advantage. It may not be a cure for our
social problems, but neither is using the government's “invisible
hand” to control the market. Resolving the problem through
reviving our economy and improving the quality of our human
resources would be a bettersolution in the long run. 1

If you have any comments or proposals on my views, please send them
to me directly at, jefflam@fowind.com.hk

Jeffrey Lam is the Chamber's Legco Representative.



[nternational Supply Chains

Globalisation is making supply chains longer and more complex.
Now the competitive challenge is to make them more effective.
P&O Nedlloyd Logistics is your ideal partner to help you meet this
international logistics challenge.

P&O Nedlloyd (HK) Ltd
25/F., PCCW Tower

Taikoo Place

Quarry Bay

Hong Kong

Tel: (852) 2856 6100

Fax: (852) 2480 4055
www.ponlogistics.com
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Serving 19 destinations in the dynamic Pearl River Delta (PRD) region in Mainland China, SuperLink China Direct
offers simplified customs clearance between Hong Kong International Airport (HKIA), Hong Kong-Mainland
border and PRD destinations. A truly one-stop-shop service from cargo arrival at HKIA all the way to delivery
in the PRD, SuperLink China Direct offers the following benefits:

e Fast delivery from HKIA to PRD destinations: as short as 13.5 hours
compared to 2 - 7 days in the traditional supply chain
Up to 50% cost savings* on cross-border transportation
Time-definite delivery thanks to scheduled trucking service
Reduced time-to-market and inventory-carrying costs
Secure cargo transit in customs-bonded trucks
True peace of mind with real-time cargo data visibility

*Percentage of savings depends on tonnage level
Please contact our sales team to find out more.

Hong Kong Air Cargo Industry Services Limited

2
Tel: (852) 2753 2972 Fax: (852) 2753 2959 >
.~ Hacis
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How is the Chamber Different from
Other HK Business Organisations?

ne may be able to say that Hong Kong has the most
O business organisations or chambers in any city in the

world. Most cities elsewhere only have one “chamber
of commerce” representing their businesses. Because we are an
international city, we probably have the largestnumber of
foreign chambers of any city in the world. Wehavein Hong Kong
over 30 foreign chambers, more than 10 Hong Kong-wide
chambers, numerous SME associations, several chambers
catering to younger business men or women, many regional
chambers within Hong Kong or Kowloon or the
New Territories, and professional associations of
many professions in town. That is not counting
the Trade Development Council, the Asia Society,
and probably up to a hundred service clubs in
Hong Kong.

Therefore, with membership in any of these
organisations not mandatory, how does the Hong
Kong General Chamber of Commerce distinguish
itself from the others? And why would a
company want to join us instead of - or in
addition to — one of these other organisations?
These are relevant questions as members are now
being asked to renew their membership for 2005.
The answers are not just that our Chamber is the
oldest — since 1861 — or the largest — with 4,000 corporate
members. The most important reasons are as follows:

1. We are the only international business organisation which is
local, and the only local business organisation which is
international. Around 25 percent of our members are foreign
invested firms, and 70 percent are Hong Kong firms, with
5 percent being Mainland firms. Therefore, our function is
exactly like Hong Kong the city - an international platform.

2. Our networks extend deep inside China and spread
around the globe. Whether you want to do business in
remote parts of China, or Beijing, or Shanghai, or the Pearl
River Delta, we have good connections with government
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officials and enterprises executives. We receive almost
100 delegations from the Mainland per year and go up
there several times a year. On the other hand, whether you
want to do business in the Middle East or South America or
Europe or the USA, you can seek he]p from the Chamber.
This year, we have trips to Japan, Indonesia, Brazil,
Argentina, Chile, and the United States. We have hosted
over 100 overseas delegations already this year.
3. Wetry to have relevant and timely programs, both on the
macro side and on the “helping to do business” side. Our
seminars and luncheons and speeches all are
designed to enhance the members’ knowledge so
that a better business decision can be made. There
are many programs in Hong Kong, and we
cooperate with other organisations too on
programs, but on closer examination, you will see
our own programs to be second to none in terms
of usefulness and profile.
4. Finally, perhaps the most important, the
Chamber prides itself in its ability to come up with
independent and creative ideas to help the
business community. Whether it is in our
relentless push for CEPA four years ago, the civil
service pay survey, our constitutional reform input,
or on a myriad of business policy issues, our voice is different
from other associations in its balance, thoughtfulness,
originality, and determination. Our secretariat is well
equipped to work with our members to tap their expertise to
come up with ideas to help business in Hong Kong,.

So when you look around the crowded landscape of
business associations in Hong Kong, we hope you come to
the conclusion that we ARE different, and membership in
HKGCC to complement whatever other membership you
have does add value. 3

Dr Eden Woon is CEO of the Hong Kong General Chamber of Commerce.
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At World Courier we handle the
shipments that aren't simply
important. They are vital.

You have an urgent shipment?
Petrochemicals?

Live lab animals?

Infectious substances?
Machinery?

Spare parts?

Food samples?

Critical documents?

No Problem!

Just tell us where and when!

Delivering innovative transportation
solutions to a diverse range of industries
for over 35 years, World Courier is able to
satisfy your special handling requirements.

Your shipment

On time. Every time

World Courier’s knowledgeable staff can
guide you through the shipping process
alerting you to relevant import, export
and customs regulations.

Tailored packaging, including
refrigerants, can be provided when
needed. Handling your shipment on an
individual priority basis, it will be placed
on the first available flight. If additional
care and speed is required, an on-board
courier can deliver your package
personally.

Monitoring your package throughout its
journey, World Courier is able to
respond quickly to any transit problems
such as flight delays or cancellations.

Your shipment is pre-cleared through
Customs, wherever possible, before the
aircraft lands. Proof of delivery is
advised immediately upon arrival.

Call Hong Kong (852) 2807 1880 « Beijing (86) 10 8497 1841  Shanghai (86) 21 6316 6309
Taiwan (886) 2 2659 2866 « S. Korea (82) 2 6335 8538 ¢ Or visit www.worldcourier.com

A SERVICE NO ONE ELSE CAN DELIVER

Fast, reliable delivery of urgent
shipments anywhere in the world

Over 130 offices in 48 countries
operating 24 hours a day, 365
days a year

All shipments placed on the first
available flight

On-board couriers available to
hand carry critical shipments

Expert knowledge of import,
export and customs regulations

Specialists in the transport of
Dangerous Goods

All shipments individuaily monitored
from pick-up to delivery

Immediate confirmation of delivery

LD COURIER
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* Hundreds of technological experts o HEYAENEEEA
 Equipped with advanced equipment and o AERERHATRE > HRAFETR -
laboratories in engineering, material PRAE . REREA - BT REH

science, coatings application, electronics & B R RS

tele-communications, building &
construction, biotechnology, etc. * BERBRO0ES REME

 Serves over 400 clients annually

Enquiry Z39E 37 : (852)3442 6241 Email B : cps@cityu.edu.hk Website 433t : www.cps.com.hk

Expertise for a Dynamic Region
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We are on the cusp of a design revolution in business, says DEAN ROGER MARTIN of the
University of Toronto's Rotman School of Management. Competing is no longer about
creating dominance in scale-intensive industries, it's about producing elegant, refined
products and services in imagination-intensive industries. As a result, he argues, business
people don't just need to understand designers better - they need to become designers.
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s we leave behind one economic ageandenter another,

many of our philosophical assumptions about what

constituted competitive success grew out of a differ-

entworld. Valuecreation in the 20th century was large-
ly defined by the conversion of heuristics to algorithms. It was about
taking a fundamental understanding of a ‘mystery’ —a heuristic -
and driving it to a formula, an algorithm - so that it could be driven
to huge scale and scope. As a result, many 20th century organiza-
tions succeeded by instituting fairly linear improvements, such as
reengineering, supply chain management, enhanced customer
responsiveness, and cost controls. These ideas were consistent with
the traditional Taylorist view of the organization as a centrally-driv-
en entity that creates wealth by getting better and better at doing
the same thing.

Competition is no longer in global scale-intensive industries;
rather, it’s in non-traditional, imagination-intensive industries.
Today’s firms are sensing an increased demand for speed in prod-
uct development, design cycles, inventory turns, and competi-
tive response, and there are major implications for the individu-
als within those organizations.

I would argue that in the 21st century, value creation will be
defined more by the conversion of mysteries to heuristics — and
thatas a result, we are on the cusp of a design revolution in business.

The progression from mysteries to binary code

Over the course of time, phenomena enter our collective con-
sciousness as mysteries — things that we observe, but don’t really
understand. For instance, the mystery of gravity once confound-
ed our forefathers: when they looked around, they saw that many
things, like rocks, seemed to fall to the ground almost immediately;
but others didn’t - like birds, and some seemed to take forever,
like leaves. In art, there was the long battle to understand how to
represent on a two-dimensional page what we saw in front of us
in three dimensions. Music continues to be a mystery that
confounds: what patterns of notes and sounds are enjoyable and
make listeners feel contented?

We start out with these mysteries, and at some point, we put
enough thought into them to produce a first-level understanding
of the question at hand. We develop heuristics — ways of under-
standing the general principles of heretofore mysteries. Heuris-
tics are rules of thumb or sets of guidelines for solving a mystery
by organized exploration of the possibilities.

So why do things fall down? We develop the notion of a univer-
sal force called ‘gravity’ that tends to pull things down. In art, we
develop a notion called ‘perspective’ that guides our efforts to create
renderings that appear to the eye to have three-dimensions rather
than two. What kind of music do people enjoy listening to? We
learn about chords, and then create song types like ballads, or folk
songs. By following a set of guidelines, one is likely to create some-
thing that people enjoy listening to.

Heuristics don’t guarantee success — they simply increase the
probability of getting to a successful outcome. They represent an
incomplete understanding of a heretofore mystery.

In any given field, some people barely understand heuristics,
while others master them. The difference between them is the dif-
ference between one-hit-wonder Don McLean, author of “Ameri-

Creating Value through Design

hat makes a product or service different?

For Freeman Lau, Chairman, Board of Directors of
Hong Kong Design Centre, it is the experience that is created
by a product, or service. This is the essence that all businesses
are striving to achieve through design and branding.

But product design requires far more than purely good
design. “People think that once you design something, then
sales of your product or service will start to take off,” he says.
“In addition to good design, you also need very strong support,
such as manufacturing, distribution, marketing, and so on,
which is why brand and design management are becoming
very important components in successful companies.”

A good example of this is illustrated through the redesign
of Watsons Water. Mr Lau, who is the brains behind the
product’s new look, said the company wanted to rejuvenate
the whole brand, which essentially needed to begin with
redesigning the bottle. The old bottle design, had a very hard
image which looked like it had been designed by an engineer.

“Basically, the shape was not very appealing, so | wanted
to create a soft, feminine-looking curve shape, and include the
cap in the design which also functions as a cup. The result is
that the product now looks much younger,” he explained.

After redesigning the bottle, ideas for graphics on the bottle
label were discussed, but as people see a bottie when buying
water, not the label, the design of the label was not that
important. “It's like when you buy clothes at Esprit: you don't
care about the design of the letters of the shop, you care about
the design of the clothes, the stores, and the whole shopping
experience,” he says.

As part of the redesign, umbrellas, posters and premium
gift items also played an important role in creating a younger
image for the product. This is one aspect that is often
overlooked when companies try to develop new designs
and brand their products, he says. Even if businesses
have the capacity to manufacture products, and are
willing to put in resources to market them, building up
a brand still requires long-term commitment.

“Basically, as a designer, what we can offer is
product design, branding and product packaging
and promotion. What we can do about a product
or service always goes back to the core
essence of design: the value that we
can create for products or services in
the market,” he said.

can Pie”, and Bruce Springsteen, author of scores of hit songs. For
McLean, the mystery remained just that: he came up with a single
inspiration that created a random event - one of the biggest pop
song hits of all time. Yet he failed to produce another hit of any
consequence in his entire career. In contrast, Springsteen devel-
oped a heuristic— a way of understanding the world and the peo-
plein it - that esnables him to write songs that have great meaning
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to people and are immensely popular. His mastery of heuristics
has allowed him to generate a steady stream of hit albums over a
30-year period.

In the modern era, a fourth important step has been added to
the sequence of mystery to heuristic to algorithm. Eventually,
some algorithms now get coded into software. This means re-
ducing the algorithm — the strict set of rules — into a series of 0’s
and 1’s - binary code - that enables a computer to produce a

Putting the Spice Back into Hong Kong

ith so many goods in the marketplace jostling for

their attention, buyers are increasingly willing to pay
a premium for products that have perceived value and good
design," says Raymond Chan, Chairman of IDT
International. "If more local businesses start looking at this
and move in this direction, then | think Hong Kong products
have a very bright future."

IDT, which is better known for its Oregon Scientific
consumer electronics, rose out of humble origins in 1977 as
a producer of LCD alarm clocks into a global household
name. Design has played a key role in its success, together
with innovation, quality and a long-term commitment to
develop a global brand.

Primarily designed in Milan, but also other European
cities and innovations developed in Oregon, Oregon
Scientific is truly a global brand. While developing a strong
global brand has taken between 10-15 years, Mr Chan
points out that creative design is something that businesses
can start to feel the benefits almost immediately.

"Design and branding are two different things. If we talk
about design, this is something that all businesses can
benefit from. But design is also something that is ingrained
into the culture of society," he says. "If you look at Milan, or
Paris, or other style capitals of the world, all of their citizens
have an appreciation of design. This understanding has
taken years and years to build up, but there is no reason why
Hong Kong cannot do the same and channel these design
energies into our industries."

The number of design students graduating in HongKongis
rising annually, but the sad reality is that many of them cannot
find suitable jobs. Part of the problem is that many businesses
are stuck in the original equipment manufacturing (OEM)
mentality, so are not used to investing in design and view
designers as "extra costs" rather than an investment or means to
boost sales. The result is that the whole design environment
required to help local designers grow just isn't here.

"We have to develop young designer competitions,
organise more awards, and motivate them so that they will
develop their talents. We also must convert the mindset that
local designers are no good, or as a Chinese saying goes:
'local ginger is not spicy enough'," he says.

Mr Chan admits that changing this mentality will take
years, but it is critical that Hong Kong commits itself to rising
to this challenge generation after generation.
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result. For example, with gravity, the fact that we had an algo-
rithm for how things fall meant that we could program aircraft
with autopilot, enabling a plane to ‘fall’ from the sky in the orga-
nized fashion that we want it to, landing in exactly the right spot.
At the coding level, there is no longer any judgment involved:
the plane lands on the basis of computer instructions, because
our understanding of gravity has moved from a mystery to a
heuristic to an algorithm to binary code.

Implications for the Design of Business

The progression of the ‘march of understanding’ described
here has important practical implications for today’s business
people. Broadly speaking, value creation in the 20th century was
about taking a fundamental understanding of a mystery — a heu-
ristic— and reducing it to a formula, an algorithm ~ so that it could
be driven to huge scale and scope.

Early in the century, Ford developed the algorithm for assem-
bling cars - the assembly line — and with it grew to immense size.
In 1955, the McDonald brothers took a mystery — ‘how and what
do Americans want to eat’? And they created a format for answer-
ing that - a heuristic: the quick-service restaurant. What made
McDonalds different is that Ray Kroc came along and saw that he
could drive the brothers’ heuristic to an algorithm. He bought the
store and figured out exactly how to cook a hamburger, exactly
how to hire people, exactly how to set up stores, exactly how to
manage stores, and exactly how to franchise. Every hamburger
came out of a stamping machine weighing exactly 1.6 ounces, its
thickness measured to the thousandth of an inch, and the cooking
process stopped automatically after 38 seconds. By creating an al-
gorithm out of a heuristic, Kroc was able to drive McDonalds to
huge size and scope, and to its place today as a global icon.

Late in the 20th century, Electronic Data Services (EDS) de-
veloped algorithms for routinizing systems integration and train-
ing COBOL programmers, and with it grew to previously un-
imagined size in the systems integration business. In between,
Procter & Gamble created the algorithm for brand managing,
Anheuser Busch for making and selling beer, Frito Lay for mak-
ing and distributing snack chips, on so on. For these companies,



as well as Dell and Wal-Mart, success depended not on superior
products, but on a superior process, and each is an example of
the relentless ‘algorithm-ization’ that paved the way for massive
value creation in the 20th century.

This dynamicaccelerated in the latter part of the 20th century,
when many algorithms were driven to code. While coding en-
ables an incredible increase in efficiency; it is also true that with
coding comes the end of judgment: patterns of 0’s and 1’s have

Photograph: Hong Kong Design Centre

no judgment or artistry — they just automatically apply an
algorithm. This is simply the result of the combination of the
relentless march of understanding with the relentless march of
Moore’s Law — all of which lead to binary code.

So where do we go from here? Will there be more relentless
algorithmization? I don’t think so. Isee the beginnings of a funda-
mental backlash against the codification of the world around us-a
realization that reaching to grab the benefits of economies of scale of-
ten involvesaccepting standardization and soullessness in exchange.

Implications for Businesspeople

There are three major implications of this shift for today’s
business people. The first is that de31gn skills and business skills
are converging. The skill of design, afits core, is the ability to
reach into the mystery of some seemingly intractable problem —
whether it’s a problem of product design, architectural design, or
systems design — and apply the creativity, innovation and mas-
tery necessary to convert the mystery to a heuristic — a way of
knowing and understanding.

To be successful in the future, businesspeople will have to be-
comemore like designers—more ‘masters of heuristics’ than ‘man-
agers of algorithms’. For much of the 20th century, they moved
ahead by demonstrating the latter capability. This shift creates a
huge challenge, as it will require entirely new kinds of education,
since until now, design skills have not been explicitly valued in
business. The truth is, highly-skilled designers are currently lead-
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Good Design is Good Business

esign is an integral part of

business culture,"
internationally renowned jewellery
designer Kai-yin Lo says. "It can
be said that design is the
contemporary expression of
Hong Kong's material culture.
Besides, design adds quality,
efficiency, comfort and beauty to
our lives. It not only returns the
investment manifold; it also creates
new value, and new awareness."

Through design, Ms Lo has
managed to create a new direction for jewellery. As Suzy Minks,
fashion editor of the international Herald Tribune, pointed out:
"She has enabled more people to enjoy jewellery."

The creative mix of coloured stones is the hallmarks of
Kai-yin Lo jewellery. India and Thailand traditionally have a
thriving colour stone cutting industry, but Ms Lo says the
design is the key that makes the difference in the finished
product. And this philosophy is no different to any other type
of business. Hong Kong suffers from a lack of trained or truly
creative designers, not only in jewellery, but also in other
fields, such as accessories, shoes and bags. There is a
tendency to think that creative design should first be applied
to fashion, and big industries. People are less aware of the
great potential and market possibilities of these so-called
‘allied to fashion' industries producing accessories.

She feels there is ample room for design development in
these fields and that Hong Kong needs to do more to groom
designers by widening their horizons. They also need more
exposure to regional and international markets through fairs
and igniting cultural stimuli through design and museum
exhibitions, as well as giving them the freedom to express
their creativity. Of course, the most basic grooming is
through education and that has to start with art classes in
primary and secondary schools to develop a lively, flexible
and creative mind. Hong Kong's higher design schools and
universities produce about 1,000 designers a year. But truly
great or creative designs involves more than just receiving
an education or qualification in design — it is the expression
embodying the vigour and diversity of creativity and the
depth and breadth of cultural awareness.

The culture of design, whether inspired by everyday events,
recasting traditional elements, updating or reinterpreting old
materials into modern terms, synthesizing East and West
elements, or creating new forms and solutions, in the end
brings about change and betterment in life and business.

‘Everything changes; nothing changes' is the new slogan
of the 150 year-old distinguished French fashion and
lifestyle House of Hermes, reflecting the fact that core
values — quality and good design —~ remain the same. And
as maverick IBM Chairman Tom Watson said 50 years ago,
'Good design is good business.'

€ THEBULLETIN NOVEMBER 2004

ing many of the world’s top organizations - they just don’t realize
they are designers, because they were never trained as such.

The second implication is that we need a new kind of business
enterprise. This new world into which we are delving will require
us to tackle mysteries and develop heuristics — and that entails a
substantial change in some of the fundamental ways we work.

Traditional firms will have tostart looling more like design shops
on a number of important dimensions. Whereas traditional firms
organize around ongoing tasks and permanent assignments, in de-
sign shops, work flows around projects with defined terms. The
soutce of status in traditional firms is *'managing big budgets and
large staffs’, but in design shops, it derives from building a track
record of finding solutions to ‘wicked problems’ - solving tough
mysteries with elegantsolutions. Whereas the style of work in tradi-
tional firms involves defined roles and waiting for the perfect answer,
design firms feature extensive collaboration, *charettes’ (focused
brainstorming sessions), and constant dialogue with clients.

When it comes to innovation, businesses have much to learn
from designers. The philosophy in design shopsis, ‘let’s try it, pro-
totype it, and improveit’. Designers learn by doing. The style of
thinking in traditional firms is largely inductive - proving that some-
thing actually operates — and deductive - proving that something
must be. Design shops add abductive reasoning to the fray ~ which
involves suggesting that something may be, and reaching out to it.
Designers may not be able to prove that something is or must be, but
they nevertheless reason that it may be, and this style of thinking is
critical to the creative process. Whereas the dominant attitude in
traditional firms is to see constraints as the enemy and budgets as
the drivers of decisions, in design firms, the mindset is ‘nothing can’t
be done for sure,” and constraints only increase the excitement level.

The third implication is that we must change the focus of our
thinking on design and business. The trends discussed here have
generated increased interest in design by the business world, but
itis largely focused on ‘the business of design’: the traditional
business world is trying to figure out what designers do, how
they do it, and how best to manage them. This misses the point
fundamentally, and it won’t save the traditional firm. The focus
should actually be placed on ‘the design of business’: We need to
think much more about designing our businesses to provide ele-
gant products and services in the most graceful manner possible.

Conclusion

Business people don’t need to understand designers better: they
need to be designers. They need to think and work like designers,
have attitudes like designers, and learn to evaluate each other as
designersdo. Most companies’ top managers will tell you that they
havespent the bulk of their time over thelast decade on improvement.
Now it’s no longer enough to get better; you have to ‘get different’.

The challenge of making the transformation to the Design of
Business should not be underestimated. The initial goal is to help
modern managers understand this new business agenda and be-
come shapers of contexts, to increase the likelihood that their or-
ganizations will thrive in the era of design.

Reprinted with the permission of the Rotman School of Management,
University of Toronto.
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“Style

Certain designs can be identified by a set of
visual characteristics with a particular place,
as in concepts of Italian or Scandinavian
style. Professor JOHN HESKETT asks: can
such characteristics be discerned when

considering design in Hong Kong?
ing completely stumped by efforts to reduce Hong

I\ Kong to any singular concept such as a style. This
should not be taken to infer an absence of things that are constant,
there are indeed many. I could try cobbling together into a con-
sistent narrative the many icons lodged in my memory from wan-
dering around the territory, such as colourful signs inscribed with
Chinese characters hanging over streets, stacks of bamboo dim
sum steamers, crisp, browned Peking ducks hanging in restau-
rant windows, the Star Ferry and double-decker trams, and so
on. Two problems exist, however, with such a scenario. Firstly,
many of these items are more generally characteristic of Chinese
culture rather than specific to Hong Kong, and secondly, and most
important of all, my impressions of Hong Kong ever since my
first visit in 1982 are of a place in a perpetual state of flux. Every
time I go back there is always some alteration to the familiar sky-
line and streetscapes, new areas of the harbour filled in, new
buildings, new roads, new restaurants and new people, and in
that sense, Hong Kong epitomizes design.

Design can mean many things: from fashion, through
information and communications, to interiors and product design,
and many more applications, the results of which are prolifically
evident in Hong Kong. Underlying all these, however, is a constant
fact: that design is about change. All designers, whatever their
discipline, endeavour in their work to create something that is
new, better, different, more efficient and more pleasing. Without
change, there is no design, just copying or repetition. Like design,
Hong Kong is a work in progress.

There seems to be a cycle in the affairs of industrial societies
that typifies the emergence of design as change becomes a con-

fter visiting the territory regularly, indeed more
times than I can remember, I have to confess to be-
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scious element of their culture. Industrialization does not occur
in a vacuum, there is usually a confrontation between a legacy
of indigenous culture and influences from the outside world.
The former is apparent in a tendency for old-established items
that are staples of the culture to be produced by machines, with
objects like hand-cut bamboo chopsticks replaced by plastic
mouldings. On this level, everything alters but nothing changes.
There is also a tendency to copy what has already been pro-
duced in other industrial cultures.

In recent decades, as national design characteristics become
less relevant in a globalized economy, cities have become a major
focus of design culture. For some, like London or Tokyo, it is be-
cause of their size and cultural dominance as capitals. Others,
however, possess a unique dynamism and cultural vitality that
draws in design talent from around the world, which takes off in
a self-sustaining trajectory — New York, Milan and Barcelona are
outstanding examples.

Companies have also been a source of attraction and inspi-
ration to design talent, usually as a result of leadership by a
visionary CEO, who understands the contribution design can
make to long-term competitiveness on the basis of quality and a
constant search for new and enhanced value for customers. A
sense of entrepreneurial freedom is also a powerful source of
development, especially if it extends to designers, and in partic-
ular young ones, who feel the opportunity exists to set up their
own consultancies or even establish their own manufacturing
or service companies.

A further consideration is whensocieties develop a standard
of living in which for amajority of people, and especially the young,
basic needs are met and a margin of disposable income allows dis-
cretionary spending on life-style products. This can mean a shift in
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design emphasis from utility, whether things work well, to expres-
sion and meaning, in how people construct their identity.

Another factor is much more intangible, and has to do with
people’s sense of themselves, where they live and what values their
society embodies. Until 1997, Hong Kong was a colony and in many
ways that status was reflected in the dominance of British culture,
resulting in uncertainty and a lack of confidence about their own
identity on the part of many people in the city. For the majority of
Hong Kong people, the hand-over has been a step of great signifi-
cance in affirming their Chinese identity. As the euphoria of the
event subsided and it became accepted as a fact, however, there
has also been a growing realization that just as China itself has
many regional variations and characteristics, so too does Hong
Kong, and there is an awakening to the many nuances of what this
particular identity might be.

Whether Hong Kong will blossom to a point where it becomes
one of the great design cities of the world is, of course, something
that only time can reveal. Prophecy is easy in imunediate terms but
always fraught with difficulty in the long haul. Yet in all the years I
have lenvown Hong Kong and come to think of it as a second home,
I cannot recall a time of such ferment and potential as exists at
present. At all levels, of government, business and education, and
among the population as a whole, design is coming to assume great-
er significance and importance. If design is, as I believe, about
change and improvement, where this possibility of change becomes
embedded, there is hope for the future. EJ

John Heskett is a Professor of Design at the lllinois Institute of Technology’s
Institute of Design, and author of numerous books, articles, and reviews.
Abridged from Designed in Hong Kong. Visit Bulletin Online,
www.chamber.org.hk/bulletin, for the full text.

Hong Kong Design Centre

", esign is everywhere, from the clothes that we wear to
the technologies that we use to the homes that we live
in. Design is also a major component of business activities,
from the concept of initial designs to the choice of machinery
and manufacturing process, to packaging, sales and pricing
strategies.

Business people who understand the implications that
design plays in their companies' operations have an
advantage over their competitors. As the CEO of every
successful organization in the world will tell you, design is
not art but a professional business process that develops
overall solutions by bringing the best benefit to our daily
lives. Unfortunately, the latter is often neglected by the
business community.

The government has spearheaded a number of
initiatives to promote the development of Hong Kong's
design industry as a vital part of the economy. In 2002, it
established the Hong Kong Design Centre (HKDC) with .
HK$250 million in funding to support the local design
industry's long-term development. The HKDC works with the
government and business partners and associations to
promote design as a strategic, value-adding component in
business. For more details on how your business can
benefit from design, visit www.hkdesigncentre.org/
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Cultural Origins

) ritish-trained architect Douglas Young founded GOD, a
. contemporary furniture, homeware as well as a lifestyle
shop, together with partner Benjamin Lau In 1996. The
majority of the merchandise is self-branded and designed
in-house by a multi-disciplinary design team led by Young.
The company’s long-term vision is to build a Hong Kong
brand that is both forward looking and proud to display its
cultural origins, says Mr Young. To date, GOD has stores in
Causeway Bay, Tsimshatsui, Central and a Harbour City.
Besides wholesaling products around the world, Mr Young
says he also has plans to open individual shops in Asia.
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Future Business Trends

esign and innovation are likely to become increasingly
important in a world which is characterised by:

*  Consumers becoming more and more sophisticated —
functionality alone is not sufficient.

+  Changing demographics resulting in an ageing population.

* Anincreased need for differentiation — companies
offering 'me-too' products and services will not survive in
the medium or long-term.

* Increased competition on a global basis — a balance
needs to be found between maximising economies of
scale and responding to local differences in taste and
needs. Careful design of products and services can help
to maximise standardised and shared parts while
ensuring that local or regional adaptations can be
undertaken with minimum efforts.

* Anincreased demand for user-friendly products, even
for highly innovative products. In the past it seems to
have been acceptable that new-to-the-world products
required an educated and technically versed user, or a
user who was happy to read through a lengthy
instruction manual. Nowadays the majority of potential
users place greater emphasis on ease of use, and
demand products that are more intuitive.

e Anincreased demand for products that take into account
the impact on the environment.

All these trends open up opportunities for new markets
and innovation, and pose challenges that can best be
addressed through the systematic application of design.
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O’Rear’s View B K EE &

How Long Can This Last?

East Asia has been enjoying a stellar spurt of growth recently, but as the U.S. and Mainland
economies slow down, the good times are not expected to last much longer, writes DAVID O'REAR

Asiahasbeen growing at a blistering

25 percent year-on-year, half again
as fast as in the first eight months of 2003.
The first chart shows the strong correlation
between world trade and global economic
growth, and last year’s powerful results.
This year, global growth may top 5 percent,
and the driving forces are low interest rates
and booming trade.

What is unusual about this strong
performance isthelack of a corresponding
rise in real U.S. interest rates. Typically,
Federal Reserve Board interest rates will
increase faster than inflation when global
growth is strong (see second chart). Yet, in
the past two yearsreal rateshavebeen held
very low. Low interest rates stimulate a
variety of areas, from property to equities
and trade. Rising rates will increase
mortgage repayments and dampen
consumer spending on other purchases.

Other signs are also pointing to a
slowdown in 2005. In the U.S,, job creation

S ince January, two-way trade in East

East Asian Trade (2004 Year-to-date*)

BERB (2004 £E5

Expords S bn
(% rise y-0-y)
0 o@ERH

| (% FHiE - RELE) | (%FHE RELE

is far below trend for this point in the
economic cycle. Business lending by
commercial banks has contracted year-on-
year for a record 38 straight months. The
massive fiscal and current-account deficits
portend poor prospects for the value of the
US. dollar.

The second engine of growth

When the US. has a good year, the
world has a much easier time. However, a
new factor has come into play in recent
years: China’s appetite for imports. Last
year, China surpassed Japan as the largest
importer in Asia and this year is likely to
be the top exporteras well. That’s a primary
reason why every economy in East Asia,
save the Philippines, is recording double-
digit growthin trade: China s driving other
countries’ economies.

China’s role in global growth is
surging, despiteits modest 4 percent share
of the world economy. Utilized foreign
investmentisup 21 percentin the first three

Imports $ bn
(% rise y-0-y)
0O (10@8ERE)

2-Way Trade $ bn
(% rise y-0-y)
EHOBS (lomzxst
% FH1E - RELE
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$1,482.7 (+13.8%
ary-September; the remainder are January-August
BHNFER 1298 HHB1E8A

quarters of the year, and likely to reach
US$60 billion. Investment and exports fuel
imports, whichhaverisennearly 35 percent
over the past two years. According to the
World Trade ‘Organization, China
contributed 2.1 percent of the growth in
global imports in 1994-98, as compared to
the States’ 19.1 percent share of the rise.
China’s share rose to 13.4 percent in 1999-
2003, while that of the U.S. remained
constant, at 19.2 percent.

While the renminbi and Hong Kong
dollar pegs to the U.S. dollar should keep
interest rates linked to American levels,
there has been divergence lately. The rise
in U.S. rates has brought PRC rates back
to trend, but Hong Kong has yet to follow.
As the spread between U.S. and Hong
Kong rates widens, capital will flow out
of the Hong Kong dollar, pushing up
interbank rates at a time when global
demand - and particularly that of our
major trading partners —is slowing.

The two driving forcesin Hong Kong’s
trade this year are electrical machinery and
parts and telecommunications and audio/
visual equipment. Each grew at better than
30 percent year-on-year in the first eight
months, and together are worth about 53
percent of the rise in total re-exports. By
destination, two-way trade with the rest of
China accounts for 45 percent of the growth
in trade this year.

As capital investment and consumer
demand in the U.S. wane, and investment
in China slows, the flow of goods through
Hong Kong will taper off. China’s two-way
trade with the world is likely to slow to the
low double digits next year, possibly even
down to the single digits. That will directly
affect Hong Kong’s trade flows, and knock
on to jobs and local consumption. 2005 is
not going to be a good year. [

David O’Rear is the Chamber’s Chief
Economist. He can be reached at
david@chamber.org.hk
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Trends TH1EHR

Landlords Jack Up Rents
Demand for additional office space continued to rise during the third
quarter as corporations looked to increase headcount in
anticipation of a higher level of business activity, according to a
report by Jones Lang LaSalle. Leasing activity continued to be
generated primarily by relocation or upgrading. Rents of
Grade A offices registered increases across all sub-markets
= with the dwindling available space, according to the
report. The overall Grade A office rents rose
by 14.9% during the third quarter, the
highest pace since the first quarter of
2000. This was due to an
improving outlook by office 1

{ Hong Kong
Top Online Shopping Sites
Quarter ending August 2004

Brand Or Channel Active Reach

I Yahoo! Auctions

YesAsia.com
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| Yahoo! Shopping

owners who further cut rental | Amazon
incentives and raised face rents. B | Taobao.com
e e it red-dots
Sub-Market Rental ~ Vacancy rate ey T
Capital Value (Q-0-Q) (Q-0-Q) (October2004) | IR
Overall +1.6% +14.9% 9.0% | PCCW Yellow Page
Central +0.5% +14.9% 8.6% | e e
Wanchai / Causeway Bay +2.1% +16.4% 78% | [l , :
_Hz)ng KOEEQ -  +42%  +153% oy 1 Nielsen//NetRatings NetView, Hong Kong '

Tsimshatsui +3.9% +15.2% 5.1% L home audience iﬁata from panel measurement

Source: Jones Lang LaSalle

Hong Kong Physique |
Andy Lau has the ideal male physique

in Hong Kong, while ex-model and now

actor Joe Ma comes in second, according to

a study by ACNielsen. For the female ‘

figure, Michelle Reis and Kelly Chen have

the best bods, taking 9% and 8%

respectively of admirers' votes. A surprise

finding of the survey of the one thousand

15- to 54-year-olds polled said their spouse

had the ideal physique, with 5% of women

saying their husband top the list of Hong

Kong beef-cake. Some 12% of husbands

voted for their spouse as having the ideal

body, easily beating Michelle Reis (9%) and

Kelly Chen (8%). 1

Smoke-free Hong Kong?
The government is
planning to introduce
legislative amendments to
ban smoking in all indoor
workplaces, food premises
and bars in Hong Kong based
on the adoption of the
international “Framework
Convention on Tobacco
Control” and strong local
demand for tighter tobacco
control. According to World
Health Organisation figures,
tobacco related illnesses
claimed a life every ten
seconds around the world. In
Hong Kong, 16 deaths are due
to tobacco related illnesses
daily. Smoking prevalence in
Hong Kong had stayed at a
relatively low level of around
15% of the population but
smoking still kills about
6,000 people a year here. [

Visit Bulletin Online for the full reports of stories: www.chamber.org.hk/bulletin
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The Chamber's Race Box
BreBEENE

Racing Fixtures 2004/2005 Season Shatl n
(available for Shatin Races only) Grandstand |
| 2004 VIP Box D509 5/F
Sun 17 Oct Sat 30 Oct
Sat 6 Nov Wed* 10 Nov o
Sun 14 Nov Sun 21 Nov TEEREYHRRERE
Sun 28 Nov e os 2
Wed* 1 Dec Sun 12 Dec = @ = ’E‘E =
Sat 18 Dec Sun 26 Dec 5 ﬁ D509
2005
Sat 1 Jan Sat 8 Jan ) ) )
o ke Sun 23 Jan For bocﬁﬂng foims or further |nformat|<3n, please call
Wed* 26 Jan Sun 30 Jan REAGTEREREMER  BFHE
Sat 5 Feb Fri 11 Feb
S S o 2823 1205 or 2823 1246
Sat 5 Mar Sun 13 Mar
Wed* 16 Mar Sat 19 Mar
Sat 26 Mar Admission, Buffet & Drinks Race Badge
FEAS  BEBIERGRE 251G
Sun 3 Apr Sat 9 Apr General Race Da
Wed* 13 Apr S 24 Apr ' y
Sun 1 May Wed* 4 May Buy Five get One Free
Sat 7 May Sat 14 May 17/10/04, 1/1/05, 11/2/05, $400 BRE—
Sat 21 May Sun 29 May 13/3/05, 24/4/05, 26/6/05
Wed* 1 Jun Sun 5 Jun 12/12/04 $450 $100
gun ;g jun .= 18:5un Complimentary coupons are not valid during the following race days
ol un LT AR S he g 5%
* Night Races 17/10/04, 12/12/04, 1/1/05, 11/2/05, 13/3/05, 24/4/05, 26/6/05
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China Opens Investment Gate

Relaxed investment regulations for Mainland enterprises 'going global' will add fuel to
Hong Kong's economy, writes RUBY ZHU

hina’s Ministry of Commerce
Cannounced that it has simplified
procedures for Mainland enterprises
to invest in Hong Kong and Macau,
effective September 1. Mainland companies
now only need to seek approval from local
bureaux of commerce — except for Central
Government-owned firms and investment
holding companies —and the entire process
should take no more than 15 days. This so-
called “free investment scheme for
Mainland enterprises” (the scheme) is
expected to boost Hong Kong’s economy
in much the same way as the “Individual
Travellers’ Scheme.”
The new policy, which forms part of
CEPA, is awin-win initiative that will allow

more Mainland enterprises to “go out,” as
well as help Hong Kong attract more
investment from north of the border. The
scheme will also reinforce Hong Kong’s
role as the bridge between the Mainland
and the rest of the world.

Streamlined procedures

Prior to the scheme, Mainland
enterprises wishing to invest overseas
needed to obtain approval from the
Ministry of Commerce through local
authorities, which could take anywhere
from six months to two years. The long
approval process weakened Mainland
companies’ competitiveness in an ever-
changing market.

Capital controls in the Mairdand have
long required that all non-trade remittance
must be approved by the State Adminis-
tration of Foreign Exchange. However, the
bureau only allowed enterprises to ex-
change money upon receiving approval
from the Ministry of Commerce. The ap-
proval procedures were necessary before
the complete relaxation of control on capi-
tal accounts. As provincial offices of com-
merce now look more positively towards
companies “going-out,” bureaucracy will
no longer be an obstacle.

Invest in Hong Kong?

It is difficult to predict how much
capital will flow into Hong Kong under

THAT 2004 F11 A @
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One for
Your Shelf

Dutchman Joop Litmaath stepped

off the plane at Kai Tak Airport on

April 1, 1963, with his mind still
buzzing from the incredible runway
approach after the 24-hour |
inaugural flight from Amsterdam.

This was his first posting outside of |
Europe, the mysterious Far East ...

what an adventure ...

"Far East of Amsterdam" is not
your typical autobiography.
Mr Litmaath weaves the tale of his
life in Hong Kong as a privileged
observer, yet also of a man who
loves nothing better than to take
up a challenge. Readers will laugh
with him as he relives hilarious
incidents he encountered, and feel
saddened by the challenges he has
had to overcome.

Driven by the spirit of adventure
and a passionate zeal to succeed,
Mr Litmaath has quietly become
one of Hong Kong's most successful
SME entrepreneurs.He has been an
active member of the Chamber for
35 years and has championed the
cause of SMEs.In 1991, he became
the first "little company,” as he says,
to be elected to the General
Committee.

"Far East of Amsterdam" is
available through the Chamber at a
special price of HK$80 per copy.

Order your
copy now
while
stocks last.
CallWendy
Kwok at
28231253.
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the scheme. At the end of 2003, among the
3,439 Mainland enterprises investing
overseas, 21 percenthad invested in Hong
Kong. However, the majority of the 140
Mainland enterprises with regional
headquarters or branch offices in Hong
Kong are state-owned enterprises.
Although private enterprises are an
important force in the Mainland’s
economy — contributing 40 percent of the
country’s economy, private enterprises
account forjust 1.5 percent of the country’s
overseas investments. Therefore, the
scheme is expected to attract private
enterprises — especially PRD or YRD
enterprises - to invest in Hong Kong.

Mainland firms are expected to invest
in Hong Kong’s trade and distribution
businesses. In fact, among the 3,500 foreign
companies with regional headquarters or
branch offices in Hong Kong, about half are
engaged in trade and distribution
businesses. As China’s total trade is expected
to exceed US$1 trillion this year, Mainland
trading companies are growing in number
and scale. Hong Kong’s free exchange of
currency, uninhibited information flows,
and developed global networks are very
attractive to Mainland companies. However,
Mainland enterprises are very concerned
about Hong Kong’s labour and land costs
as prices start to rise again.

Despite this, large manufacturers are
keen to set up headquarters here to leverage
Hong Kong’s management and sales
network expertise. Using Hong Kong as a
shop front for sales and the PRD as a
manufacturing base, Mainland enterprises
canenhance their management and develop
overseas markets.

In the Mainland, many sizeable
manufacturing companies like Changhong,
Haier, Kelon are looking to relocate their
headquarters to major cities in pursuit of
better financing, management and sales
support. Large manufacturers in the PRD
are eager to set up headquarters in Hong
Kong, while others, like Kelon, Huawei and
Zhongxing, have already established
footholds in Hong Kong.

Benefiting the whole economy

As Hong Kong’s company registration
procedures are far simpler than in the
Mainland, many enterprises will invest
here by setting up a registered company.

Alternatively, some may acquire a Hong
Kong company to gain a quick foothold.
From employment to taxation, Hong Kong
stands to benefit from Mainland investors
in many ways. Intermediary services like
real estate agencies, accountants and
lawyers, will be the first to benefit. Demand
for banking, advertising, public relations,
consultation and logistics services will also
increase once Mainland companies’ opera-
tions are up and running.

To serve Mainland enterprises, local
firms must understand theirneeds. Hong
Kong is the first stop for most Mainland
companies “going global,” yet many of
them know little about our accounting and
legal systems. They may have greater
needs than local firms, but if Hong Kong
firms can provide them with the services
they require, they will probably become
loyal clients.

Besides making it easier for Mainland
firms to invest in Hong Kong and Macau,
the scheme also applies to 135 countries
around the world, signifying that the coun-
try is opening up. As the Mainland’s ex-
change reserves exceeded US$500 billion at
the last count, the central bank needs to
mobilise huge amounts of RMB thus creat-
ing money supply pressure. Relaxation on
overseasinvestment is one way around this.

However, based on the Mainland’s
history of overseas investments, Hong Kong
might not be greatly impacted, because the
major of investments are primarily energy-
related, or for manufacturers to cope with
anti-dumping measures.

While the benefits that the scheme will
bring are likened to the Individual
Travellers’ Scheme, Mainland companies
investing in Hong Kong are, of course,
unlike Mainlanders who come here to
shop. Mainland companies will carefully
study the advantages, compare costs and
predict profits before making a move. The
scheme is unlikely to attract an immediate
flood of Mainland companies to Hong
Kong, even though Hong Kong is far more
attractive to Mainland companies than
otherAsian cities. However, over the long
term, the scheme will help reinforce Hong
Kong’s position as the region’s trade,
financial and logistics hub. [E

Ruby Zhu is the Chamber’s China Economist.
She can be reached at ruby@chamber.org.hk
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Special Feature 5255

Daunting Challenges Ahead for Chine

Since China is the low cost producer in many areas, it can
often continue to grow even when others get squeezed.
More importantly, the process of institutional globalisation
makes it resilient, writes WILLIAM OVERHOLT

hina’s economy has demonstrated
C extraordinary resilience in the face of

a global economic slowdown
combined with the SARS tragedy and the
stresses of WTO entry. This resilience
results from the successful shift to domes-
ticled growth prior to the global slowdown
and from rising productivity caused by
economic reform, rising competition, a
highly entrepreneurial economic structure,
and high levels of foreign direct investment.
Overall, the success results from a disci-
plined and politically courageous process
of reform and opening.

Each phase of Chinese growth and
reform presents new challenges. The
challenge of the initial phase was to open
the economy to trade, to revive farm
productivity through an orderly
transition to family farms, and to move
toward market prices. In the early 1990s
the principal challenge was to overcome
inflation. In the later 1990s the principal
challenge was to get state-owned
enterprise (SOE) inefficiency and losses
under control. Failure to cope with any of
these challenges would have been fatal to
China’s economic miracle. So far, each
challenge has been successfully
surmounted. Along the way, major
successes have been registered. Growth
has been high. Poverty has fallen sharply.
Trade has grown rapidly. Foreign direct
investment has exceeded all expectations.
A dynamic private sector has emerged as
a major contributor to growth.

Daunting Challenges Ahead

As in the past, China’s successes are
being achieved by reforms that overcome
severe challenges. The challenges for
China’s new leaders are as daunting as
those faced by their predecessors.

One immediate challengeis a

@ THE BULLETIN NOVEMBER 2004

combination of foreign pressures and
domestic problems created by the
currency. The G-7 is bringing pressure on
China to revalue its currency. In America’s
Mid-West and South, Japan’s Kansai, and
Europe’s Po Valley, the politics of this
issue has become feverish. These foreign
pressures are largely based on bad
economics. While Japan’s deflation is
caused overwhelmingly by domestic
banking problems and industrial over-
capacity, it is more convenient for
Japanese political leaders to blame China
for their deflation than to undertake the
politically painful banking reforms and
corporate closures that would allow banks
to lend freely and companies to price their
goods profitably. At most 0.1 to 0.2
percentage points out of Japan’s estimated
3.5% deflation could conceivably be
caused by China. While an RMB
revaluation would do little to increase U.S.
jobs, it is easier with an election looming in
2004 to blame China than to request union
and corporate patience in the face of the
inevitably slow recovery from bubble
over-capacity and from the inexorable
consequences of productivity that grows
much faster than GDP. While the Euro has
not yet rebounded to the level that
European leaders declared desirable
several years ago ($1.17), it is much easier
to blame China than to increase resource
mobility and to admit errors in the charter
of a central bank that, through excessively
high interest rates, is depressing growth
and creating inappropriately strong
incentives for investment in euros.
Having said that, China has a
problem. As a result of massive purchases
of dollars to stabilise the currency, the
money supply is expanding excessively
and the economy is blinking warning

| lights. First quarter 2003 GDP growth of

9.9% constituted overheating, and that
overheating would have become serious
had not SARS intervened. By June,
foreign exchange reserves had reached
$346.5 billion dollars and M2 money
supply was growing at a 20.8% annual
rate (monthly figure, year on year), which
is only consistent with economic stability
if the real econotny is growing around
15%. New loans in the first half of 2003
(1.78 trillion RMB) were nearly as large
as new loans for all of 2002 (1.85 trillion
RMB). Normally, such growth of money
supply would create a threat of inflation,
but in an economy where over-capacity
is prevalent, the prices of goods are
unlikely to inflate.

Instead the surplus money is feeding
into such things as bank loans for fixed
asset investment, which could lead to an
explosion of non-performing loans, and
into property, which could lead to a
classic Asian property bubble. In fact,
signs of such a bubble are already
apparent in Shanghai, where property
prices rose 15% in 2002 and 18% in the
first seven months of 2003. Such bubbles
eventually pop, and when they do
economic miracles can suddenly end;
that is what happened in Bangkok,
Tokyo, Taipei, and Hong Kong. It would
be catastrophic if China followed a
similar path. In the past, Beijing has
suffered sale price declines of 75% and
Shanghai has suffered rental price
declines of 84%, but as the percentage of
the population who own houses
becomes high the social and economic
costs of such busts become severe.

To avoid such bubbles, China must

| either revalue its currency, allow large

capital outflows, encourage a large flow
of imports in order to run a large current
account deficit, or use some combination
of reserve requirements and higher
interest rates to tighten monetary policy.
China must choose some combination of
these that fits its own national interests,
but it must choose. Otherwise the Tokyo-
Taipei crisis of 1990 and the Bangkok-

| Seoul-Jakarta crisis of 1997 — 1998 will be
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followed several years from now by the
Beijing-Shanghai crisis of 2005, 2006 or
2007. For the other Asian miracle
economies, such a bust has caused the
end of the miracle and engendered a
period of political weakness.

The bubble risk is tightly connected
to another of China’s increasingly urgent
challenges, namely the banking system.
While official statistics calculate non-
performing loans (excluding those
transferred to asset management
companies or AMCs) at about one-
quarter of GDP, the IMF estimates them
(including those transferred to AMCs
but not yet resolved) at between one
quarter and three quarters of GDP; the
lower end of the IMF estimate is
included only to be diplomatic. If
bubbles are forming, and if a whole
range of new steel mills, car factories,
and property developments go sour
several years. Hence, the banking
squeeze could become unmanageable.

Just as serious, China’s economic
growth now depends on successful
financing of small, medium and private
enterprises that the big state banks don’t
know how to fund. Moreover, banks’
inability to enforce legal judgements on
debtors who do not pay means that even

highly skilled new banks cannot
prudently lend to companies that do not
have government backing. So the system
is unable to perform the basic function of
any market-oriented financial system,
namely to allocate resources to their
most productive uses. In this respect it is
discouraging that the corporate bond
market is shrinking; it cannot compete
with banks that have vast resources to
lend despite their problems.

State enterprise reform has hitherto
taken priority over financial reform, on
the reasonable argument that the banks
cannot be fully reformed until their
principal customers, the state enterprises
(SOEs), have been reformed. While that
decision on priorities has been defensible,
a great deal of progress has now been
made on SOE reform and the banking
problem is becoming both a formidable
threat to government finances and a
formidable barrier to the financing of the
companies that provide China’s growth.
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Future historians writing about the
accomplishmentsQs of China’s new leaders
are likely to focus heavily one of two
stories. (A) The new leaders of 2003
implemented revolutionary reforms of
the banking system and far-reaching
supportive improvements of the legal
process, while taking decisive measures
to avoid the emergence of financial
bubbles. Their decisiveness avoided a
banking meltdown and enabled the
nation’s resources to be allocated much
more efficiently. That carried the Chinese
economy to a whole new level of growth
and development, and it created the vast
number of jobs needed for social stability.
Or (B) The new leaders of 2003 continued
very gradual banking reforms and
mistook the emergence of bubbles as
evidence of rapid economic progress; in
this way they followed the errors of
Japanese, Thai and Korean leaders and
endangered China’s future economic
progress and political stability.
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The South Korean banking
transformation since 1998 may be a
useful model for China. The South
Korean and Chinese banking and
corporate systems shared many
characteristics. China chose to give
priority to enterprise reform over
banking reform, South Korea to banking
reform over enterprise reform. The two
countries have many lessons to share.

China: a Man Chased by
a Tiger L

China is like a man being chased by
a tiger. It is very impressive that he runs
faster than virtually anyone else in
world history; it is also impressive how
big the tiger is. The West’s literature on
China is divided into two parts: one
about how fast the man runs,
emphasising all the growth rates, the
other about the tiger, emphasising the
banking, unemployment, inequality, and
political problems. Any real
understanding, however, must include
both the man and the tiger.

Most other countries facing such a
big tiger would get eaten. Indonesia, the
Philippines, Argentina, and many others
have been eaten by far smaller tigers.
What distinguishes China is both
economic and political. It has chosen a
process of gradual reform and opening
that has proved economically successful
in several Asian countries. And for 24
years it has demonstrated an ability to
form a workable leadership consensus
regarding the most important problems,
to implement solutions in the face of
enormous political and social stress, and
to overcome the stress by delivering
large benefits to most of the Chinese
people. Effective politics has been the
key to good economics. This year China
has new leaders. How fast they can pull
China ahead is about to be tested by new
bubble, banking, and budget tigers. 1

Dr Overholt is the Asia Policy Chair,
Center for Asia Pacific Policy, RAND Corp.
The opinions expressed ate those of the
author and should not be interpreted as
representing those of RAND. Abridged
from Harvard China Review. To read the
entire feature, visit Bulletin Online,
www.chamber.org.hk/bulletin
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Tunnel Vision

A local company is turning dark, lifeless sub-
way tunnel walls into entertainment zones
for advertisers, writes DOUGLAS WOODRING

to get their message across, and the latest innovation,

motion picture tunnel advertising, seems like such a
good idea it’s hard to believe that no one thought of it sooner.
But while the revolutionary new medium may appear to use
basic flipbook technology, it is surprisingly complex. Is this
latest technology just a fad? Or does it represent the biggest
innovation in outdoor advertising in years?

Outdoor advertising, and in particular mass transit
advertising, is one of the bright spots in the advertising world.
It reaches the masses, right in the heart of every large city
where the demographics are unrivalled, without clutter and in
places that were previously impossible to reach — tunnel walls.

Q dvertisers are always trying to come up with new ways

technology is now being laid out in Tokyo, which has its own
display on the famous Ginza Line.

Today, it is increasingly difficult for television to reach
audiences that advertisers once expected to hit. We have more
channels to chose from, new devices for blocking
advertisements, and more distractions and entertainment
choices in daily life to keep us away from watching the “magic
messages.” That “magic” is what marketers and advertisers
have always strived for in a competitive world - increased
recall rates, improved brand awareness and emotional
connection to the customers.

TV has traditionally been the default choice for reaching a
large mass of customers in the most efficient way, yet this
“tradition” is no longer a sure bet. The new COO of
McDonald’s recently said: “Mass marketing no longer works,”
while the head of DDB said: “entertain them (customers) and
they will seek you out.” This gives transit advertising in an
interesting future.

Transit media is becoming one of the bright spots in the
outdoor media world - particularly within Asia where
subway and train travel is a way of life. As the name
suggests, “transit” is where many people move about, and
often in environments where they are not pre-occupied with

Action, motion, impact and engagement turn dark tunnels into
entertainment zones. The Hong Kong company behind it,
Submedia Asia, plans to bring this medium to Asia’s vast
network of subway systems.

You may have seen these images on the MTR tunnel wall as
you ride through the dark tunnel from Wanchai to Causeway
Bay. The technology works in the opposite way to that of a
film: instead of the film moving, the people move past these
still images, much like a high-speed flip book. The human eye
sees a motion picture that races along with the train at any
speed, with a visual experience similar to something you might
see in an amusement park. This is the first technology that has
been able to synchronise moving images with the movement of
people, regardless of the speed.

Hong Kong was the first city in Asia to see this technology
in action when it was launched in the MTR in April this year
featuring an ad promoting United Airlines. The advertisement
was specifically designed for the medium to make riders feel as
if they were in an aeroplane, looking down over various cities
in the United States as they “flew” through the tunnel. The

@® THE BULLETIN NOVEMBER 2004

their own navigation and safety. Here the consumer is “being
moved” to another location — by bus, train, escalator - or
enclosed space, with time to think about things around them.
Motion picture tunnel advertising is about “moving viewers”
~ both literally and emotionally.

A survey recently conducted by AC Nielsen on the United
Airlines campaign showed recall rates of 75 percent, with 78
percent saying they would like to see more of this medium.
Young riders have been seen taking the train again for another
look, but the second time, poised and ready to shoot with their
video/ phone cameras.

Motion picture advertising is only just beginning to
establish itself within the advertising world as a cost-effective
way to reach the mobile consumer. As people spend less time at
home, and are increasingly difficult to reach, motion picture
tunnel advertising offers one solution that people actually
anticipate and look forward to seeing. [}

Douglas Woodring is CEO of Submedia Asia Limited. For more
details visit www.submediaasia.com
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CCRA Launched

SMEs will soon have their financial data uploaded onto Hong Kong's Commercial Credit
Reference Agency (CCRA) database. ARTHUR YUEN explains how the system will work

e often hear companies complaining about how tough
it is to borrow from banks in Hong Kong. This is

especially true for the small and medium-sized
enterprises (SMEs) which tend to have difficulties in providing
proof for their credit standing. Banks, on the other hand, find it
hard to assess the creditworthiness of their potential corporate
customers and often have to resort to securing their lending on
collateral. The Commercial Credit Reference Agency (CCRA),
soon to be established in Hong Kong, will to some extent
address this problem.

Why establish a CCRA in Hong Kong?

A CCRA is an agency that gathers information about the
indebtedness and credit history of commercial entities and
makes it available to lending institutions. There is no shortage of
these agencies in leading financial centres, such as the U.S. and
the UK. In recent years, many Asian countries have also
established their own CCRA.

In Hong Kong, credit reference agencies that collate
corporate credit information have actually existed for quite
some time. However, as the supply of information to these
agencies is voluntary, concerns about data confidentiality have
made it extremely difficult for them to build a database that is
comprehensive and dependable enough for banks to make
credit assessment. Before the Asian financial crisis, banks in
Hong Kong tended to look at the problem from their own
perspective. Given the competition among banks, the idea of
sharing customers’ information with competitors
understandably did not sound all that appealing to them.

Such mentality only started to change towards the end of
the last decade. To some extent, the change was catalysed by
the Asian financial crisis, which prompted banks and other
financial institutions to reassess the importance of credit risk
management to their lending business.

As part of the Policy Response to the Banking Sector
Consultancy Study, the Hong Kong Monetary Authority
(HKMA) examined the idea of establishing a CCRA. The
findings of the study suggested that there was merit to impose
an appropriate degree of compulsion on authorized institutions
(Als) to disclose their customers’ information to the CCRA, so
long as the confidentiality of information could be safeguarded.
A proposal to set up a CCRA was then released for public
consultation in the summer of 2000. It attracted over 30 written
responses from the banking industry, the business sector and
relevant public organisations.

The results of the consultation showed that there was
general agreement that the CCRA scheme would:
¢ promote corporate transparency, especially that of the SMEs;
* strengthen Als’ credit risk management and thus enhance

banking stability; and
¢ increase Als’ willingness to lend to SMEs and reduce their

reliance on collateral.

In view of the wide support, the HKMA convened in
early 2001 a cross-industry working group comprising
representatives from the banking and corporate sectors as
well as relevant public organisations to take the initiative
forward. The idea immediately attracted the attention of the
Legislative Council which passed a Motion in April 2001

Businesses Concerned about Accuracy of CCRA's Data

y tracking companies' financial
status, the Commercial Credit
Reference Agency (CCRA) will
minimise banks' risks when lending
money to businesses. Small- and
medium-sized enterprises, in return,
should find it easier to borrow money as
the banks will have a clearer picture of
their financial health. That is if
everything goes smoothly and no
errors slip through the cracks as
the scheme is rolled out this
month. But as with any new

system, teething errors inevitably do
occur, and the consequences could
devastate some businesses.

To minimise the possibility of
incorrect data being stored in CCRA's
database, the Chamber believes there
are a number of issues that the
Hong Kong Monetary Authority
(HKMA) — which oversees CCRA -
must address.

"We are deeply concerned about
the practice of listing an SME's data
without prior consulting with the SME

"SMEs are obviously very worried that their business could be severely hurt resulting
from incorrect data," says Mr Yu.
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requesting the administration to expedite the establishment

of the CCRA. The working group then decided on the broad
framework and key parameters of the scheme. In particular,

it recommended a non-statutory approach to establishment,

given that it would be much simpler, quicker and less costly
compared to the legislative approach. With that deliberation,
the CCRA quickly took shape.

Key features of Hong Kong’s CCRA scheme

In May 2002, the Hong Kong Association of Banks and the
DTC Association jointly formed an Industry Working Group,
with participation from the HKMA, to work out the detailed
arrangements for the establishment of a CCRA. Since then, the
group has developed a set of recommendations on how the
CCRA scheme should be structured. A summary of these
recommendations is set out below:

A non-statutory scheme

The CCRA being established in Hong Kong will be a non-
statutory scheme, which is more flexible and thus more
responsive to the changing needs of the banking sector.

Coverage

The CCRA will cover only the SME customers of Als. For
the purposes of the scheme, an SME will be defined as an
unlisted company with an annual turnover not exceeding
HK$50 million. In order to expedite the implementation
process, sole proprietors and partnerships will not be covered
at the initial stage.

Comprehensive participation

Although participation is not mandated by legislation,
the HKMA still expects all Als involved in SME lending to
participate in the CCRA scheme. This will not only
benefit the Als themselves, but is also important to ensure
the comprehensiveness and hence the usefulness of the
CCRA database.

Scope of data to be reported and shared
* Both positive and negative credit information will be
collected by the CCRA. The former will include the limits of
the credit facilities granted by Als to the SME and the extent
to which the facilities are supported by collateral. As
Continued on page 48 >>

on the accuracy of the information,”
Emil Yu, Chairman of the Chamber's
SME Committee said. "SMEs are
obviously very worried that their
business could be severely hurt
resulting from incorrect data."

He added that it should be the
responsibility of the financial institutions
to notify the concerned SME prior to their
information being uploaded to the
database as a precautionary measure
against initial errors. Any discrepancy
could be reported within a specified
period of time. If an SME's data fails to
be corrected, and as a result the
company's credit rating is cut because a

bank is viewing incorrect data, Mr Yu
says the injured party should be
compensated.

"Obviously we want to avoid getting
to that stage, because once a company
loses its credibility it is very difficult to
recover that trust. That is why we are
strongly urging the CCRA to implement
these simple, yet effective measures to
significantly reduce the risk of incorrect
data making its way into CCRA's
database," he says.

Ironically, SMEs will have no way to
see CCRA's data on their own company
unless they pay for the privilege.
Moreover, companies may also be forced

to regularly pay to view their data as
CCRA will not alert them to any changes
to their records. Mr Yu suggests this could
easily be solved by CCRA sending SMEs
an email alerting them each time their
data is updated or viewed.

"The HKMA has to balance the
benefits of both the banks and the SMEs
with this new agency,” Mr Yu said. "At the
moment SMEs are getting the thin edge
of the wedge because they have no idea
what information is stored on them and
they have to pay to find out. Banks, on
the other hand, are the ones that will be
profiting from the data. We sincerely hope
the CCRA will address these issues.”
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>> Continued from page 45
regards the latter, Als should report the amount of facilities
that are overdue for more than 60 days and the amount of
loans that have been written off.

e The CCRA will collect data only from its start-up date
onwards. Default data of past facilities or overdue
payments of current facilities that have been subsequently
settled will not be reported. Moreover, information such as
the assets of the company and the personal wealth of the
company’s shareholders will not be covered.

* The information contained in the CCRA will be updated by
Als on a monthly basis and will be retained by the CCRA
for five years from the date of full repayment of that
particular facility.

Customer consent

Als should seek SME customers’ consent before disclosing
their credit data to the CCRA. An SME may revoke its consent
by giving the Al concerned 90 days’ prior notice in writing. In
such a situation, the Al should report the revocation to the
CCRA as soon as practicable and stop reporting the credit data
of that SME to the CCRA after the 90-day period.

Data protection
Als are required to observe a set of data protection rules
issued by the HKMA in the form of a statutory guideline
under the Banking Ordinance. The rules specify that Als can
access the CCRA database only in relation to the grant,
review or renewal of an SME’s credit facilities. They should

not access the database for other purposes such as marketing.
The guideline also requires Als to maintain adequate systems
of control to properly protect the data of their SME customers.

e Moreover, the data protection rules require Als to use only
the service of a CCRA that has taken appropriate steps to
safeguard the security and accuracy of the data it holds,
and to respond to an access or correction request by an
SME promptly.

What are the more recent developments?

With the design of the proposed scheme finalised, the
project of establishing a CCRA in Hong Kong has entered the
implementation phase. In August 2003, the IWG appointed
Dun & Bradstreet (HK) Ltd (D&B) to opgrate the CCRA. In
collaboration with D&B, the Industry Working Group has now
finalised the operational details, including the systems and
reporting requirements, of the scheme. Over the past few
months, Als have been amending their systems to meet these
requirements for data submission to the CCRA.

Following several months of rigorous testing, the
CCRA database is now ready for data uploading. At the
time of finalising this article, Als had started submitting
data to the CCRA. We are confident that the CCRA will
bring about significant benefits to the SME sector and further
strengthen the financial infrastructure of the Hong Kong
banking system. [

Arthur Yuen is Executive Director (Banking Development) at the
Hong Kong Monetary Authority.
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Haioo Place 979 King’s Road
Hong Kong
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Tel: (852) 2807 1717
Fax: (852) 2887 9090

Email: jec@jec.com
Wivwijec.com

o 2
(‘é’) A member of the jardine Matheson Greup




20035 20({55 .
Chamber Diary 225~

This management diary is an ideal gift for BEREBEITHAER

yourself and your clients. Designed to match RERETREE  KEH
the Chamber’s corporate colours, this diary EWMEH - A BEH/

comes in Chamber grey with a flowing red HAAEeEAaY
spine. It is packed with essential information LUSR B Bl HE AT N

for doing business in the Mainland and KEE HBEKXFT - A
Hong Kong, including important telephone MR BEmEEE -
numbers — government offices, consulates, BREEBS KB H#

airlines, hotels and banks in HongKong—as # - SEE » fi 2= &

well as a world weather guide, international A C-BEREBITHEE

airports, IDD codes, conversion guide, EFEGE WNAHR

international time zones and international RiEAk  EBRKSE

holidays, among other details. It also EBRERES B2
includes beautiful full-page colour HX - BIREE - 2k

photos of Chamber events ZBESEFAER ;
and scenery in S - IR A E R E A
Hong Kong. #HEEGIMER

ORDER FORM &TEE R

2005 Chamber Diary B RET L HiLHE

| wish to order (quantity) 2005 Chamber Diary at
HK$148 per copy. Total HK$

RARGTE R2005F B ELEHEHLE  SABE148ET - BES BT o
Name % Telephone 35 :
Company 27 : Fax BE :
Address #bilt :

Total amount on chequeXX E# %  HK$E T

Please send this order form and your cheque made payable to The Hong Kong o>
General Chamber of Commerce, to: The Hong Kong General Chamber of Commerce, f\
22/F, United Centre, 95 Queensway, Hong Kong. Attn. Ms Joe Cheng.

FAZATERY  BAXE (XERFAEL (BAUNRE] ) — 5582188955 Hong Kong General Chamber of Cemmerce

B— 222 E BEHEEER A &5 548 w1861
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Prof Poon says the government must invest
more in efforts to reduce the overall amount
of rubbish that Hong Kong produces.
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Bury or Burn?

irst the good news: Hong Kong’s re-
F cycling rate last year increased by

5 percent over 2002’s figures. The
bad news: because we think we can recycle
more refuse, we produced 8 percent more
rubbish last year than in 2002, says Prof
Poon Chi-Sun of Polytechnic University.
As aresult, the estimated 7 to 10 years re-
maining until our landfills are overflow-
ing may be on the optimistic side.

A possible solution to this is thermal
waste treatment. Waste incinerators are
now far more efficient than in the past, and
will reduce the quantity of municipal solid
waste being dumped into our landfills daily
by as much as 95 percent, he says. Regard-
less of the means of waste disposal, Prof
Poon says the government must invest
more in efforts to reduce the overall amount
of rubbish that Hong Kong produces.

“The government is doing very well
using tax to collect and dispose of refuse,
and run the landfills in which it is buried,”
he told members at the Chamber’s Octo-
ber 18 roundtable luncheon. “But it needs
to come up with a policy to reduce the
amount of waste we produce to better
handle our resources.”

James Tam, Director & General Man-
ager of Swire SITA Waste Services, also
speaking at the luncheon, agrees that more

5

“We need a long-term, sustainable policy that
will address how we can reduce the amount

of waste we produce,” says Mr Tam.
FEMERT : [R{IFE-—ERE  HHET
TR - REBRHERERREER - |

needs to be done to curb the amount of
refuse produced. However, he pointed out
that waste disposal policies require long-
term planning, but are usually driven by
short-term political agendas.

“Incinerators are very expensive tobuild
and to run, and you also have the problem
of ‘notin my back yard’ syndrome,” he says.

But even if we were to plan building a
burner now, it would still be too late as
our landfills would be full by the time it
were operational. Even then, it would be
impossible to meet all our waste disposal
needs with a burner.

“That is why we need a long-term, sus-
tainable policy that will address how we
can reduce the amount of waste we pro-
duce and how we dispose of it,” he said. [}

Luncheon with The Lord Mayor of London
Alderman Robert Finch

Lord Mayor of London Alderman Robert Finch spoke at a
joint HKGCC-Britcham luncheon on October 25 on the
international financial markets from the perspective of the
City of London. He also discussed current innovations in
the London markets, covering all areas of City business as
well as technological advances, legal service innovations
and the property market. Read his full speech at Bulletin
Online, www.chamber.org.hk/bulletin

RETREBHEFED®
MBTREMEN10H 25 AELEE —
BEREABHSHSFESRRES  XABHEA
BERHSNEL  INERBEE B
B ZERENBETSEHENRNS
Yo ERRN > BAE (IHATD B

B : www.chamber.org.hk/bulletin ©
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TECHNOLOGY BEHIND THE INTERNET

HKGCC visited Asia Netcom’s cable landing station at Tseung Kwan O on / /
October 13 to learn about the technology that drives an international network and ,‘/
IP service provider. Asia Netcom owns and operates the first truly pan-Asian {1/
network, providing city-to-city connectivity, data communications and IP-based /
services between key Asia-Pacific markets. The company has laid and owns ’,,-’
19,500 km of subsea optical fibre network interconnecting six Asian countries. ¢

“Asia Netcom’s cable landing stations in Hong Kong, Japan, Korea,
Philippines, Singapore and Taiwan are the major access points to our
US$2 billion network,” Gary Wong, Director of Enterprise Market, told members.
“In 2005, the network will also be landed in China, at Qingdao.”

K W Chiu, Manager for Technical Support said the end-to-end network is
designed to provide Asian-based and multinational corporations with seamless
broadband, city-to-city connectivity. The network uses bi-directional transport
capacity shared over four-fibre-pairs to provide a transmission capacity of
80Gbps, and can be upgraded to 2.56Thps.

M WER

EFBEBEN 10 A 13 BB NABNSERBEZEI - IRRE P
RIS AR B AR E RO - SNEBEHAEEREERTEMNZEME -
RUABEETBRETHT (city-to-city) ZH + BURBAM IP IR - &1 F)
Bk 19,500 XERAVEBEXEAL - BTEMANEERNBERHEEE -

DNEBEXETSREESTH - [TMNEBRNES - A2 - 85 - 5
RE - IRNESENERZMEY - EEMNEE20REAHBNEERN
oo BE  RMESNTESREREER - ]

BT EREEEERT  SARTHERERTNNBELRRMEER
BRENTENDH T EMRE - A& ANE A - 124 80Gbps & mE#H
B2 WAHRFAZE 2.56Tbps °
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HKGCC & DISNEY COCKTAIL

Hong Kong Disneyland is going to be so good, Bob Iger (left), President and Chief Operating Officer,
The Walt Disney Company, says he wishes he could work there. Speaking to members at a Chamber-
Disney cocktail presentation on October 12, Mr Iger said the theme park, which will be Disney’s most

technologically advanced kingdom, is scheduled to open in late 2005 or early 2006.
“| think it will be particularly fitting that Hong Kong Disneyland will premiere 50 years after the

first Disneyland opened its gates,” he said.
Jay Rasulo (below, right), President, Walt Disney Parks and Resorts, also speaking

at the event, said that when the gates open, the park will create thousands of
new jobs for Hong Kong, drive economic growth, and help the territory

establish itself as a premiere family tourism destination.
“More importantly, it will be the gateway that brings the magic of Disney to

families in Hong Kong and across Asia ... connecting pgople across generations and

cultures,” he said.

@ THE BULLETIN NOVEMBER 2004




HREEaLEER

#2RHTRATARREREEEE Bob Iger (EBEE) &% BB ELERS
ZBRZE  WERHBECHBIEREIE IgerR10 B 12 BETEBBIEES L
0 FHEIR 2005 FEN 2006 FANFMRNERELIEXTEAE  KER2RBAE
EE T ERE -

fisi © [AAFERBELCLENT  SHELREEBTELER Y 50 BF -
EREREFHIAK - |

#RM+ELENEBELH Jay Rasulo () MEBEZ LERR BT
BEERE - BAXRBRIEHTENEN  FBSEEE  FBHEBRURAIREwKE

Rasuloit : [EEEMRE  HEENTELE BT ENBREETEBNE
M. TR FERA WA ERER - ]



Chamber Programmes ;EB)E X

-

Ll
e

1 h‘“‘.‘d
|

~he
‘ja

Interest Rate Implications

Hong Kong borrowers could
face a sharp jump in interest rates
next year due to an unusually wide
gap between local interest rates and
those in the United States,

Morgan Stanley’s chief Asia-Pacific
economist Andy Xie (top) told
members at the Chamber's October
21 roundtable luncheon.

As rates here remain low,
investors are seeking higher returns
elsewhere. Hong Kong banks
raised their prime lending rate to
5.125 points last month, and raised
savings rates for Hong Kong dollar
deposits from 0.001 percent to
0.01 percent, still far lower than
what savers can earn on U.S. dollar
deposits. He predicted banks would
raise their prime lending rate to
6.25 percent from the current
5.125 percent by the end of next year.

Joe Lo, Vice President and
Senior Economist of Citigroup, also
speaking at the luncheon, said the
Hong Kong Monetary Authority has
repeatedly had to intervene to keep
the peg from coming under severe
pressure as almost HK$90 billion
has flowed out of Hong Kong in the
first eight months of the year.

“High interest rates, together
with other factors such as high oil
prices, would reduce asset prices,
which would reduce the wealth
effect on consumers,” Mr Lo said,
adding that as a result he forecast
Hong Kong’s would grow by
4 percent next year, down from the
predicted 7 percent this year.

Visit Bulletin Online, www.chamber.org.hk/bulletin,
to listen to the entire presentation.
BEIR (THAF) HEKRBEAE

& www.chamber.org.hk/bulletin °
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ation, says Andrew Brandler, Group

Managing Director and Chief Executive
Officer of CLP Holdings Limited. The very
high urban density rate and limited sites
for power plants, which run entirely on
imported fuels, present a challenge in
maintaining one of the world’s most reli-
able power supplies.

Electricity production in Hong Kong

did not start to take off until the late
1950s, as the territory entered its boom-
ing manufacturing era. A stable power
supply hasbeen a vital ingredient in Hong
Kong’s success, which is the result of huge,
long-term capital investments in power
generation, he says.

“There is a misconception that electric-

ity prices in Hong Kong are high,” Mr
Brandler told membersat a ‘Conversation
with a General Committee Member’ se-
ries on October 5. “If you compare our tar-
iffs with other international cities with
similar standards of reliability, we stack
up very well. In Hong Kong, 1.7 percent
of household expenditure is spent on
electricity, which also makes tariffs afford-
able in relation to income levels.”

On the issue of air pollution, Mr

Brandler says Hong Kong has made huge
strides in reducing the amount of pollut-
ants discharged into the air.

“While Hong Kong source emissions

have come down dramatically in recent
years, the actual air quality has not im-
proved because the level of particulates

Branding Beyond the Logo

A Conversation with Andrew Brandler

ong Kong is a very unique market
when it comes to electricity gener-

in the air has not reduced much,” he says.
“So in other words, the majority of the
problem is coming from north of the
boundary. The steps we have taken in
Hong Kong to reduce emissions are be-
ing offset by increased emissions coming
down from north of the boundary.”

Both the Hong Kong and Guangdong
governments signed an agreement to re-
duce the level of emissions by 2010, which
Mr Brandler says authorities in both ju-
risdictions are serious about meeting.

Despite a recent Greenpeace protest
saying CO, emissions from Castle Peak
Power Station were very high, Hong Kong
has low per capita greenhouse gas emis-
sions and is not a major contributor to glo-
bal warming, he says.

Regarding power shortages in the
Mainland, particularly Guangdong, part
of the reason is the rapid growth in de-
mand fuelled by mis-pricing electricity.
With energy being offered below its true
economic price, coupled with strong un-
derlying economic growth, the conse-
quences are that growth in demand soared
with investment in generation capacity fail-
ing to keep pace. Between 1999 and 2003,
demand for electricity in the Mainland in-
creased by an average of 10 percent an-
nually, while capacity grew by 7 percent.

“Beijing has taken steps to reduce the
shortage by slowing the expansion of energy-
intensive industries, like aluminum smelting
plants, which makes no sense for China to
be doing. It will take a while for China to sort
out its energy difficulties,” he predicts. 1

Building a brand isn't easy, but if you decide to go this route you need
dedication and commitment throughout the entire organisation, says
Caroline Mak, CEO for Greater China, Mannings.

"It took me a long time to convince the bosses of a very low margin type of
operation in FMCG (fast moving consumer goods) to spend money in building
a brand," she told members attending the Chamber Women Executives Club
(WEC) roundtable luncheon on October 7. "Marketing in FMCG in Hong Kong
is also not very recognised and not very well respected. They think the
hardware — the store — is their marketing tool. | believe at the point of
sales if you want to differentiate yourself from your competitors, then it is
actually your brand that allows you to do that."

She also points out that companies wishing to build a brand, must own it.
"There is no point building a franchise brand."
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Ace Style Apparel

o one knows exactly what will
N happen when global textile and

apparel quotas start to be phased
out on January 1 next year. Concerns
that China will dominate the market
prompted the World Trade Organisation
on October 1 to explore countries’
worries to such a claim - an unusual
move for an organisation whose mission
is dismantling trade barriers.

Andrew Sia, CEO of Ace Style
Intimate Apparel, and Chairman of the
Hong Kong Intimate Apparel Industries’
Association, said that even before the
WTO announcement, the industry was
facing some problems with the U.S.
which slapped a quota restraining
mechanism on exporters. Companies
were forced to observe the order if they
wanted to continue doing business with
the world’s largest consumer market.

Company: Ace Style Intimate Apparel Ltd
Business: Lingerie design and manufacturing

Established: 1985
Year joined HKGCC: 1994
Web site: www.acestyle.com
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Fears that China will take over the
textile and apparel market beginning
next year are being driven partly by fear
of the unknown, sensationalism, and
propaganda, the textile veteran says.

“I recently had a meeting with
China’s Department of Foreign Trade,
and they told me that China currently
supplies about 20 percent of the world’s
apparel market. That means China will
have to increase production by 80
percent if it were to dominate the world
market,” he said. “This is just unrealistic:
Where do you get all the cotton from?
Where do you get the workers from?
Where is the infrastructure to handle
such a huge increase? And don’t forget,
with a third of the world’s population,
China still has to clothe its own citizens.”

In fact, he sees China more of an
opportunity than threat.

“All we have to do is to have the
right designs, quality, products and the
right plans to sell in China. This is why [
am now focusing on building brands in
this part of the world because there is
huge demand in China already,” he says.

Although Ace Style Apparel produces
around 30 million garments annually for
some of the world’s biggest names in
ladies’ underwear, it began with much
humbler origins. Mr Sia, together with
his wife Mimi, started a small company
manufacturing narrow elastic for
underwear in the early 1970s. In 1976,
they sold the business and started selling
machinery that made the elastic, and
two years later set up a small manufac-

L8F) : BRARERAF
¥ RITRRELERAK

RRILF{R : 1985 F
ARELR : 1994 F

#4k : www.acestyle.com

turing facility to produce bra cups.

In 1985, the couple decided to enter
the garment business after international
buyers coming to Hong Kong to source
lingerie were struggling to find the
products and quality that they wanted.

“It all began in a small factory in
Taikoktsui, Kowloon, with 60 workers,”
M Sia explained. “Instead of starting
out doing OEM (original equipment
manufacturing) which was the tradition
in the garment industry of Hong Kong,
we began with designing instead. Today,
my wife and I run 10 companies related
to the business from textile production,
to manufacturing to sales offices in
London, New York and Milan.”

The company employs a small army
of engineers to keep its two factories in
the Mainland, two in the Philippines and
one in Hong Kong running. His creative
designers work mainly in the company’s
London, New York and Milan offices,
while the technical designers work in the
factories making sure the creative designs
can be produced.

He calls his designers special, rare,
and valuable, and invests a lot of time
and money nurturing and training them
up. He has also pledged donations to the
Hong Kong Polytechnic University to
establish a design institute for intimate
apparel, and provides the environment
for the students to come and work at his
offices and factories to see how the
industry operates.

“I think it is a very meaningful thing
to do, and I will call upon others in the
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“I am now focusing on building brands in
this part of the world because there is huge
demand in China," says Mr Sia

g £ A o B

 EREENRE  YEARB - AH

FRBERILEENSE - |

HEARTREM  AERREHLMR
FEFBGIE - RRAEXNBRFRERH
MEBE - EHBAE XK - HEHE
fERETEN E BRI - AOFKBENE
EMBE T MHRMRETEDRIEIAR
7 BRERRINIERRER -

HERBRMRARDBFENEEN
EE - RE THSHBMERRNE
ftffd - EFGEIRARTFEBEIAE
IR AR - RELERH
NENBEER - eheRARTRER

foii 0 [RBGUERESE
IFREE MR IR ALY - EDIMRE
- RBERFATH—21  BRAR
KE - RHRNTGRTAME @ BIRAET
8o

BREZRAMBIAREEE » 3T
ZAMNMEIRREE - WEEHE:
MERRLERARNEEE ARG
Hls o

fiadt : THELL - HPFEEEESR
aHET - RABEEETRENRE - #

THAT 2004 %11 8 @



Member Profile & 8§12

industry to provide places, training, and
scholarships for these students, because I
think the whole future of the industry,
especially in the design area, is very
exciting now,” he says.

With most of the world’s underwear
being produced in Hong Kong, the Pearl
River Delta, and neighbouring countries,
he expects that Asia will become not
only the production hub for lingerie, but
also the design center.

“That is why we need to develop
more designers, and why it is important
to keep all the factories in the region
running. We mustn’t put all our eggs in
the China basket — even though
producing in China is very attractive —
as this might trigger some sort of trade
war. So we have to be very careful to
avoid any foreseeable disasters,” he says.

Instead of producing more in the
Mainland, Mr Sia has his sights set on

designing lingerie for international
brands - some of which he now sells at
retail stores in Hong Kong under a
franchise agreement - he recently started
developing his own brand.

“Many international lingerie
brands feel it is still a little too early for
them to make the plunge into the
Mainland market, but some booming
metropolises in the country are ripe for
the picking,” he says.

“The China market is very vibrant.
Some lingerie designs there are very
vibrant, the quality is not bad, but they
can do a lot to improve in their point of
sales, marketing and building of brands,”
he says. “The retail side is also something
that we need to learn. We are good in
products, but just a new kid on the block
when it comes to retail, marketing and
branding. But this is just the beginning of
a whole new side of business for us. It’s
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2005 Member Benefits pr, gram
A fantastic tool for members to ﬁﬁ ﬁi%i

promote their products and services to
HKGCC members ~ ABSOLUTELY FREE!

selling more to the market. After going to be very exciting.” [

FBBHETREFL
B RIRBSHEA B G

Submit your discount offer to our

new 2005 Member Benefits Program NOW!
[2005% & R B Hit ¥ | B IEHR Wi

HRRBE > 25

> 2 e Bl E A RUBRHEETFHEFR
> REX A RENR T
>EENELBRHEHE

> BILHH : 20044120150

> promotion through our monthly e-Newsletter
> full-colour "Member Benefits Program" leaflet
> website listing

> submission deadline : 15 December 2004

Chamberreserves the rights to select the best offers to be included in this Program.
BEREREATRUERRERBT M

i
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Hong Kong General Chamber of Commerce
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Member-Get-Member Grand Lucky Draw 2004
Win 2 Cathay Pacific Business Class roundtrip tickets
from Hong Kong to London!!

2102004 FERENABRBFHIN

RREARDRFAEHEBT

For EVERY successful referral of a new Corporate Member throughout the year until December 5,
you will have ONE entry into the Year-End Lucky Draw to win the grand prize.

REFEZR+_RABLL - BEANERCEBUATES - SR IR REEAHEHE -

Simply fax us the contact information of the prospective member, and we will do the rest for you.

ERABECESSCHIBENEENTHIAE - AR LINREIRE -

Draw date: Chamber Christmas Cocktail, December 6, 2004 at the Hong Kong Club
HEOH : 2004F12F6EETBREBEXBRE LS

For inquiries SRS
Maggie Fung (Tel : 2823 1209 / 2823 1203 Fax : 2527 9843 Email:membership@chamber.org.hk)
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The Hong Kong General
Chamber of Commerce

Chamber Committees
Chairmen

General Committee
Chamber Council
Mr Anthony NIGHTINGALE
Americas
Ms Janie FONG
Asia/Africa
Mr Manohar CHUGH
hin;

Mr David LIE
Chamber Overseas
Speakers Group
Mr David RIMMER
Digital, Information and
Telecommunications Committee
Mr Jack SO
Economic Policy
Mr Andrew BRANDLER
Environment
Mr James GRAHAM
Europe
Mr Paul CLERC-RENAUD
Hong Kong-Taipei Business
Cooperation
Dr Lily CHIANG

Industry and Technology
Mr Oscar CHOW
Leqal
Mr Greg TERRY
Manpower
Ms Marjorie YANG
Membership
Mr David ELDON
Pacific Basin Economic Council
China Hong Kong
Mr David ELDON
Real Estate/Infrastructure
Mr Robert WONG & Mr Kyran SZE
Retail and Distribution
MrY K PANG

Shipping/Transport
Mr Erik CHRISTENSEN

Small & Medium Enterprises
Mr Emil YU
Taxation
Mr Dino FARRONTANO
HK Coalition of Service
Industries Executive Committee
Mr Nick BROOKE
Financial Services
Mr Adrian LI
Professional Services
Mr Bernard HUI
Travel/Tourism
Mr Alan WONG

The Americas Committee
met on September 20 and
welcomed Stewart Ballard,
Chief Commercial Consul,
Consulate General of the
USA in Hong Kong, to the
committee. Mr Ballard
shared with members his
goal to strengthen trade and
economic relations between
the U.S. and Hong Kong.

Kurt Cavano, Chairman and
CEO of TradeCard, spoke at an
Americas Committee round-
table luncheon on “What does
your U.S. trading partner
want?” on September 22.

Dr Minxin Pei, Senior
Associate and Co-Director,
China Program, Carnegie
Endowment for International
Peace, USA, called on the
Chamber on October 13 to
discuss recent economic and
political developments in
Hong Kong.

Cruz Bustamante,
Lieutenant Governor of
California, led a business
delegation to the Chamber
on October 10. Chamber
CEO Dr Eden Woon and
Janie Fong, Chair Person of
the Americas Committee,
received the delegation and
exchanged views with them
on how to enhance bilateral
trade between California and
Hong Kong.

Ashfaqur Rahman,
Ambassador of the Republic
of Bangladesh in China, and
AKM Atiqur Rahman,
Consul General, Consulate
General of Bangladesh in
Hong Kong, paid a courtesy
call to the Chamber on
September 23.
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Hong Kong Gens

Ivan Deveson, Chairman
and President, Committee for
Economic Development for
Australia (CEDA), called on
the Chamber on October 6 to
learn about recent
developments in Hong Kong.

Madhav Prasad Ghimire,
Consul General of Nepal in
Hong Kong, visited to
Chamber on October 8 to say
farewell after his one-year
service in Hong Kong had
come to an end. At the
meeting, he also witnessed
the signing of an MOU for
closer cooperation between
FNCCI & HKGCC.

Zhu Kangwen,
Press Division
Vice Chief of
Publicity
Department of
CPC Tianjin
Committee, led a delegation to
the Chamber on September 22.
Chamber CEO Dr Eden Woon
received the visitors and
briefed them on how Hong
Kong and Mainland China
could use CEPA to expand
economic development.

3
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Wu Keming,
Director,
Development
Research
Centre of
Anhui
Provincial Government and
the Policy Research Bureau
of The People’s Government
of Anhui, led a 35-member
delegation to the Chamber
on September 23 for a CEPA
training seminar. Most of the
delegates were vice mayors
of various cities in the
province. Chamber CEO

Dr Eden Woon spoke at the
seminar on how Hong Kong
and Mainland China could
benefit from CEPATand II,
and answered questions
raised by delegates.

A HKSAR delegation
travelled to Beijing on
September 30 for the 55th
Anniversary Celebrations of
the Foundation of the
People’s Republic of China.
The delegation met with
Mainland leaders, and
attended a banquet and
cultural performance in the
evening. Dr Lily Chiang,
Vice Chairman of HKGCC,
participated in the



Darayus Happy Minwalla, President
f Pakistan Hong Kong Business
-orum (PHBF), visited the Chamber
n October 13 and signed an MOU
etween HKGCC & PHBF with
>hamber CEO Dr Eden Woon. Tario
shafi Chak, CG of the Islamic
3epublic of Pakistan in Hong Kong,
Iso accompanied the delegation.
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Charmaine Lee,

Assistant Director-General,
Trade and Industry
Department, spoke at a
Chamber roundtable
luncheon about the
"Post-2004 New Textile
Arrangement Control" on
September 27.

IXE5EHRERST

FRoA2TBNESFE

BRRBEH  BER (2004 FEASBHERHES

TP -

delegation. In Hong Kong on
October 1, Anthony Wu and

KK Yeung, Vice Chairmen of |

HKGCC, attended the PRC
National Day 55th
Anniversary Fireworks
Display cocktail.

Han Liming, Vice Party
Secretary of Wujin District of
Changzhou City, visited the
Chamber on October 12 to
discuss promotions for their
trade show on November 10.

Hu Yongchang, Director of
Harbin Economic
Cooperation Bureau, led a
delegation to the Chamber
on October 12 to discuss
preparation work for Harbin
Day, which takes place in
Hong Kong on November 11.

Wang Limin, Vice
Governor, Heilongjiang,
visited the Chamber on
October 13 to promote
Heilongjiang Hong Kong
Week, which takes place
from November 9-13.

Stephen Bradley, British
Consul-General in Hong
Kong, spoke at a Chamber
luncheon on September 20

on “What Britain has learmed |

from Hong Kong.”

Giorgio Corno, Barrister of
Studio Corno, Italy, spoke at
a Chamber roundtable
luncheon on “Recent
Developments in Debts
Recovery Procedures for the
EU and Italy” on October 4.

A delegation from the Czech
Republic visited the
Chamber on October 14 for a
business-matching meeting
with members.

Constitutional
Development '

On September 27, at the
invitation of the governument,
Chamber Chairman Anthony
Nightingale, CEO Dr Eden
Woon, Vice Chairman of the
Chamber’s Working Group
on Constitutional
Development Andrew
Brandler, and Business Policy
Division Senior Director Dr
WK Chan, called on Chief
Secretary Donald Tsang and
Secretary for Justice Elsie
Leung to discuss the
Chamber’s submission on
constitutional development.

SME, Industry
M and Environment

Prof Xu Yangsheng, of Hong
Kong Chinese University,
spoke to members of the
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Chamber’s Industry and
Technology Committee on
September 21 about
automation.

Jonathan McKinley of the
Sustainable Development
Unit, met with members of the
Chamber’s Environment
Committee on September 16.
Mr McKinley gave a brief
introduction on the “Invitation
and Response Document” of
the Sustainable Development
Council, which covered
renewable energy, waste, and
urban living space.

Dr Edgar Cheng, Vice
Chairman of the Council for
Sustainable Development,
spoke at a Business Coalition
on the Environment
luncheon on October 5 about
“Sustainability, Governance
and Participation.”

James
Robinson
(right),
Executive
Director -
Project
Department of HongKong
Land, and Peter Rawlings,
Environmental & Sustain-
ability Manager of Gammon
Construction, shared their
corporations’ experiences at
the Chamber’s September 24
roundtable luncheon on the
virtues of implementing
sustainable construction.

‘

Raymond

Young, newly
appointed
Director
General of
Trade and
Industry, discussed with
members “CEPA II” — the
further trade liberalisation
between Hong Kong and the

Mainland under CEPA - at
the Chamber’s September 23
roundtable luncheon. Mr
Young also talked briefly on
Hong Kong’s preparation for
the Sixth WTO Ministerial
Conference.

Service Industries

The Competition Policy
Expert Group met on
September 24 to discuss
possﬁ)le alternatives to a
competition law. On
October 8, members of the
group held an informal
meeting to exchange views
with Ron Cameron, former
Head of Trade Practices of
the Consumer Council.

Edward Shen
(right),
President of
the Hong
Kong Institute
of Architects
(HKIA), and Dr Ronald Lu,
Council member and
Chairman of Board of
Practices, HKIA, discussed at
the Chamber’s October 6
roundtable luncheon architec-
ture in Hong Kong as a
reflection of its economic and
social growth, and how archi-
tects can and should play an
important role in shaping the
future metropolis we live in.

Two “exploratory meetings”
on healthcare services and
creative industries were held
on October 13 and October 15
respectively. At both meetings,
participants agreed to form a
working group to prepare for
the formation of a committee
in the respective areas under
the HKCSL. The convenor of
the working group on
healthcare services is David
Dodwell, while Charles Mok
chairs the working group on
creative industries. ]



Chamber Member Lunch Chat

The Chamber's Chief Economist, David O'Rear, hosted the first Chamber Member Lunch Chat on
November 3, at the Holiday Inn Golden Mile. These luncheons are held once a month at various
locations around Hong Kong so that members can enjoy a stimulating conversation over lunch
with fellow members and one of the Chamber's senior executives. At this get-together, lively
debate about the U.S. election, CEPA, Hong Kong's competitiveness, as well as education and
language standards were among the many topics discussed. The Chamber's China Economist,
Ruby Zhu, will host the next luncheon on December 1. For more details, keep an eye on the
Chamber's events calendar, http:/www.chamber.org.hk/cbook/e_list.asp
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What’s OnEB7EE

\What's On

mENTES

UPCOMING EVENTS EH)—%

15 November

Luncheon with the Hon Arthur Li,
Secretary for Education and Manpower,
HKSAR Government

15 November

Training: Crisis Management (Cantonese)
FAIRRIZ - EMER (BRE)

17~18 November

2004 PBEC Mid-Term Meeting

18 November

Study Tour: Solar Electricity Generation
System at Wanchai Tower

28R - [KBEEH RG]
(RIFEAE)

18 November

BRI - NE+R — YPEHEBE
(ER:E)

18 November

Training: Conflict Management for
Proactive Managers (Cantonese)

23 November
Training: Project Management (English)

26 November

Roundtable Luncheon: Korea-China
Bilateral Economic Relations and Its
Implications for Hong Kong

2 December
Training: Hiring New Staff — Interviewing
Techniques (Cantonese)

2 December
Advanced Media Training: What to Say
& How to Say It (English)

2 December
Workshop: Managing a New Generation
T1EL : BIBHM Cantonese ER#3)
3 December

“SMOG Gets in Your Eyes” — Seminar
on Air Pollution

3 December

Roundtable Luncheon: Risks in
Managing Property and Infrastructure
Projects in China

@ THE BULLETIN NOVEMBER 2004

3 December

Training: New BVI Legislation (2004) —
Offshore Companies Update (Cantonese)
EEAIERIZ 2004 BVI 2 RVEEIER]
(B i)

6 December

Training: Introduction to PRC Contract
Law and risk control (Cantonese)
BIIRE - PRERIEREREN
(ER:E)

7 December

Training: Individual income tax in PRC
EIIERZ - A RRERANBEARS
i (Cantonese B 3%)

8 December

Training: Build Strong Brands — Make
More Cash (Cantonese)

BEIRZ - BlBAE — BURR (BRE)
8 December

Training: Meetings — More Productive
(English)

8 December

Training: Legal issues relating to real
estates and the right on use of land in
the PRC (Cantonese/Putonghua)
BRI : TR BRI i AR
N Hh 2 R B T B A2 [ RE
(BRE/ B

9 December

Training: How to be a Mentoring
Manager (Cantonese)

9 December

Training: Requirement on representative
offices in the PRC (Cantonese)
BIIRE - FRAERZREIZMNE
YEIRE (ERA3E)

10 December

Training: Employment related legal
issues encountered by foreign owned
enterprises in the PRC
(Cantonese/Putonghua)

BIRRE  INEERAERATEBRNS
BAEERE (BRE/ BiEE)

9 November

Digital, Information and
Telecommunications
Committee Meeting

9 November
Taxation Committee Meeting

9 November
Legal Committee Meeting

24 November
PBEC Organizing
Committee Meeting

25 November
General Committee Meeting

26 November
Asia/Africa Committee Mesting

2 December
Economic Policy Committee Meeting

7 December
Taxation Committee Meeting

9 December
Legal Committee Meeting

Regular committee meetings open to respective
committee members only, unless otherwise specified

MARK YOUR DIARY

SEIAH

9~21 November

HKGCC Study Mission to South
America: Brazil, Argentina, Chile &
the APEC CEO Summit in Santiago

25 November
11th Annual Hong Kong
Business Summit

7~11 December
HKGCC Study Mission to Jiangsu
BREARE LHNRE
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General Ledger
Receivable & Payable
Purchasing, Invoicing & Inventory Cont
Production

Inventory Distribution
Shelf Management
Point of Sales
Coupon Management
Fixed Assets

Project

Quotation
Procurement
Purchase Requisition
Payroll

Leave Management
Work Records Ledger
Time Attendance
Property Management
Consignment Sales
Consignment IN
Inventory Lot Number

& N 7 BBREBEELTITELN T RE S RN5B04E
ERE 1 (852) 2891 2022 {EH : (852) 2893 6618
http://www.dynamic.com.hk
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TR 1 (86-755) 8367 1298 {HE : (86-755) 8369 924
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B 1 (86-21) 64152145 {EE : (86-21) 6415 2146
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