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World Bank/IMF creates
“‘showcase” for HKSAR

his month’s annual meetings in Hong Kong of the World Bank Group and its sister

organisation, the International Monetary Fund (IMF) provide a tremendous opportunity

to “showcase” the new Special Administrative Region (SAR), the territory’s key role as an
international financial centre and its new Convention Centre extension. They are important, too,
for the international prestige they bestow on the HKSAR and its new sovereign China, which
remains the World Bank’s biggest customer.

The World Bank/IMF meetings are held in Washington DC in the US (the home of both
organisations) in two out of every three years, with the meeting in every third year being shifted
to another major world centre. The previous two meetings outside Washington were held in
Madrid (1994) and Bangkok (1991).

As the world’s two most influential international financial institutions, the World Bank (the
International Bank for Reconstruction and Development) and the IMF have unrivaled pulling
power and prestige amongst global financial regulators and the private financial sector. The aim
of the World Bank is to improve living standards in developing countries through project investment.
Its recent emphasis has been on supporting private sector initiatives. The IMF promotes international
monetary co-operation by facilitating trade, promoting exchange rate stability and assisting
countries with short term balance of payments problems.

The meetings are expected to bring together over 300 Finance Ministers and Central Bank
Governors. Total attendance at the meetings is expected to be about some 14,000, including
4,000 senior Government officials, 1,000 representatives of international and regional
organisations, 5,000 bankers and financiers and 2,000 media representatives.

The territory’s own “defacto” central bank, the Hong Kong Monetary Authority (HKMA), was
given the task of organising the meetings in Hong Kong in collaboration with the Joint Secretariat
of the Bank and the IMF. A dedicated team at the HKMA has been working many months to
ensure the meetings are a success.

As a prelude to the 1997 annual meetings, the World Bank/IMF group is holding a series of
seminars (September 20 to September 23) on key issues in Asian development, with a special
focus on China and the HKSAR. The Chamber urges all its members to use the opportunity of the
World Bank/IMF meetings to promote Hong Kong as THE business and financial centre in East
Asia. It also recommends to members the World Bank/IMF seminars (cost US$1,250) to ensure
the territory’s voice is heard.

The timing of the World Bank/IMF annual meetings is extremely fortunate for Hong Kong,
coming less than three months after the return of sovereignty to China on July 1. While the
handover necessarily concentrated world interest on the sovereign, diplomatic and political aspects
of transition, the World Bank/IMF meetings will be quite different. Here the focus will be the
economic and business aspects of Hong Kong’s (and China'’s) future.

They give the new HKSAR an unrivaled opportunity to underline its status as an international
financial centre; to “showcase” to the international banking and business communities its current
stability and prosperity; and to emphasise its prospects as a Special Administrative Region of
China under the unique “one country, two systems” formula. B

James P C Tien
Chairman
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WORLD BANK -

IMF MEETING tH5RER1T/ EREMESEETFE

Currency turmoil to focus
World Bank-IMF attention

Hosting of 1997 Annual Meetings brings with it recognition of the Hong Kong SAR's role
as a world financial centre, writes Chief Economist, lan K Perkin

ecent foreign exchange uncertainties

in the East Asian region and the IMF-

srganised defence of the Thai baht
are sure to be one focus of attention at the
imminent World Bank-IMF 1997 Annual
Meetings in Hong Kong.

But the interest in recent monetary
events in Asia will not overshadow the
wider importance of the meetings to both
the new Hong Kong Special Administrative
Region (SAR) of China and to the global
financial community.

For Hong Kong they mark a further
recognition of the SAR's importance as an
international financial centre, especially
coming less than three months after Hong
Kong's return to the sovereignty of China
on July 1 this year.

For the global financial community,
both public and private, they represent
another opportunity to get together to
discuss matters of vital importance to the
further growth and development of the
international economy.

Officially known as the Annual
Meetings of the Boards of Governors of
the World Bank Group and the
International Monetary Fund, the meetings
will be held at the Hong Kong Convention
and Exhibition Centre from September 23
to 25.

The Meetings are of major importance
to the international financial community.
They are held annually in Washington
D.C. for two consecutive years and every
third year overseas. The last two outside
Meetings were in Madrid (1994) and
Bangkok (1991).

The Meetings will bring together over
300 Finance Ministers and Governors of
Central Banks. Total attendance is
expected to be about 14,000, including
4,000 senior government officials, 1,000
representatives of international and
regional organisations, 5,000 bankers and
financiers, and 2,000 media
representatives.

Eye on Asia: Michel Camdessus, Managing Director of the IMF, organiser of the recent US$16
billion financial protection package for Thailand.
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The staging of such a prestigious event
is a unique opportunity to reaffirm Hong
Kong's status as an international financial
centre well beyond 1997. It also provides
a forum for the participants to have useful
exchanges on the many development
issues facing different economies.

A dedicated planning division was set
up within the Hong Kong Monetary
Authority - the implementation agency
which takes care of all logistical
arrangements. It worked in collaboration
with the Joint Secretariat of the Bank and
the Fund (JS), who handles accreditation
and meeting schedules.

Both the World Bank and IMF are
among the world's most important
financial institutions, and both are in the
business of economic and social
development.

The World Bank aims to improve living
standards in developing countries through
strategic investments in human capital,
infrastructure and other important
development projects. China is currently
the biggest World Bank client.

The IMF promotes international
monetary co-operation by facilitating
the expansion of international trade,
assisting member countries to address
short term balance of payments
problems, and providing more stable
exchange rates.

China and its Hong Kong Special
Administrative Region are both members
of the World Bank and IMF.

Both recently played key roles in the
IMF-sponsored support for the Thai
currency, the baht, by each pledging US$1
billion in a total US$16 billion financing
package to support the Thai currency and
the Thai economy.

Other participants included the IMF
itself, Japan, Australia, Singapore,
Malaysia, South Korea and Indonesia.

At a press briefing in July, Mr James
Lau, Executive Director (External
Department) of the Hong Kong Monetary
Authority (HKMA), outlined some of the
details of the 1997 annual meetings of the
World Bank and the IMF.

"Between September 15 and 25, 1997,
some 14,000 participants will be attending
the World Bank Group/IMF Annual
Meetings to be held in Hong Kong," he
said.

He added that the prestigious event

would enhance Hong Kong's profile as
a world-class international financial
centre.

The Annual Meetings will attract over
300 finance ministers and central bank
governors, together with around 4,000
government officials from the 181
member countries of the World Bank
Group and IMF.

As annual events, the meetings are
effectively a convention of the
international financial community to
discuss issues facing world economies and
the international monetary system.

In addition, it is expected that some
5,000 private sector bankers and senior
representatives from relevant interested
organisations and about 2,000 local and
international media representatives will be
attending.

The HKMA was entrusted with the
complex task of co-ordinating the local
organisation work for the meetings.

The Financial Secretary, Mr Donald
Tsang Yam-kuen, chaired a Steering
Committee to give policy guidance to the
planning world while Mr Lau chaired an
organising committee responsible for inter-
departmental coordination and overseeing
the planning work.

Within HKMA, the Planning Division
was responsible for arranging venue
facilities, communication system, hotel
accommodation, transportation, security,
airport reception, registration, social
events, cultural programmes, etc.

"For instance, in conjunction with the
Transport Department and the Hong Kong
Police Force, we are working out traffic
and transportation plans during the period
of the Annual Meetings," said Mr Lau.

For hotel accommodation for overseas
participants, arrangements were made
with hotel management a couple of years
ago to reserve some 6,000 hotel rooms for
the participants.

"Drawing from the experience gained
in the planning for the Handover
Ceremony, we will keep on evaluating
our preparation to ensure the smooth
operation of the entire Annual Meetings,"
Mr Stephen Ng, Head (Planning Division,
External Department) of HKMA said at the
press briefing.

Turning to the Meetings venue, Mr Lau
said: "The Hong Kong Convention and
Exhibition Centre (HKCEC) together with
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WORLD BANK

the new Extension will provide a modern,
well-equipped, as well as an efficient
business-like working environment for all
the delegates."

To complement the meeting room
facilities in the HKCEC, over 900
temporary offices will be constructed in
the HKCEC for the delegates and for the
staff of the World Bank Group and the IMF
and state-of-the-art convention facilities
and other services will be provided.

These facilities are provided according
to the requirements of the World Bank
Group and IMF. The Annual Meetings will
officially commence on September 23.

Senior Chinese leaders and the Chief
Executive of the Hong Kong Special
Administrative Region will speak at the
Opening Ceremonies.

Other major meetings, such as the
Interim Committee meeting and
Development Committee meeting, will
start in the week before. It will be a very
busy period during which many official
and other meetings will be held.

In addition, there will be a large
number of informative business
conferences and seminars during this
period. These seminars are organised
by the World Bank Group, IMF and
private sector institutions to promote
understanding and exchange of views
on topical economic and financial
issues. |

China role: Mr Pieter Bottelier, Chief of the
World Bank's Resident Mission in Beijing
spoke to the Chamber's 1996 Business
Summit also in December.
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Grand site: The Hong Kong Convention and Exhibition Centre will host the 1997 Annual
Meetings of the World Bank-IMF group.
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LGT sees Annual Meetings
as positive for HKSAR

Liechtenstein bank uses Hong Kong base for regional role

LGT Bank in Liechtenstein, the
banking and asset
management arm of the Liechtenstein
Global Trust, believes the 1997 Annual
meetings of the World Bank and IMF in
Hong Kong will help project the
region's positive image to world capital
markets.

Chief Representative, Asia Pacific for
the Bank, Dr Henri W. Leimer, says the
return of Hong Kong sovereignty to China
and the greater integration of the two
economies has made the Hong Kong
Special Administrative Region an even
more important centre for regional
business.

With some 14,000 visitors from
around the world coming to Hong Kong
for the World Bank- IMF annual meetings,
he believes there is an unrivaled
opportunity to promote the new SAR's
role as a regional and global business
centre.

"The Bank has a long tradition of
participating in these World Bank-IMF
meetings," Dr Leimer says.

Dr Henri W. Leimer, Chief Representative,
Asia Pacific for LGT Bank in Liechtenstein

IXHETRBTEABREFEARBEANEL

"We have regular LGT Bank in
Liechtenstein breakfast meetings from
some of our business partners and these
have become an integrated part of the
World Bank-IMF annual meeting process.

"l think for Hong Kong immediately
after the handover to have such a
conference held here is important.

"For a lot of people, it serves to bring
Hong Kong much closer - people who
have heard about Hong Kong but who
really do not understand Hong Kong, or
people who have never ever been in Hong
Kong, but who talk about Hong Kong.

"Often you hear international opinions
about Hong Kong, even among bankers,
but the World Bank-IMF meetings bring
to Hong Kong some 14,000 people who
have the ability to take the Hong Kong
message out and | think that is important
for Hong Kong.

"I hope that Hong Kong may be able
to establish itself as a place for these kind
of meetings in the region."

Asked about the impact of the return
of sovereignty over Hong Kong to China
and its impact on business, Dr Leimer
said:

"For the LGT group things have
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The sign of excellence in private banking.
Worldwide.
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As a leading member of Liechtenstein Global Trust (LGT), we offer both the
well-established investment advantages of Liechtenstein, a AAA rated financial
centre in the heart of Europe and all the benefits of a strong global financial
services group with more than USD 80 billion under management.

For more information, please contact:
Dr Henri W Leimer, Chief Representative
Philip Jehle, Senior Representative

LGT Bank in Liechtenstein AG
Representative Office Hong Kong
11th Floor, Three Exchange Square
8 Connaught Place, Central

Hong Kong

Phone (852) 2523 6180

Fax (852) 2868 0059

Liechtenstein Global Trust is represented in Vaduz, Zurich, Lugano, Frankfurt, Munich, Vienna, London, Dublin,
Guernsey, Luxembourg, Amsterdam, Madrid, San Francisco, New York, Toronto, Bermuda, Grand Cayman, Sydney,
Brisbane, Melbourne, Tokyo, Singapore and Taipei.
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changed in that Hong Kong has become a
more integrated part of China, so has the
group become a more integrated part of
whatever the China market is.

"So if someone today mentions to me
investing in China | say if you are investing
in Hong Kong you are investing in China.

"At the end of the day, from economic
and investment point of view Hong Kong
is part of China, so | think that as a group
we are very comfortable with Hong Kong
playing that important role.

"As a group we are very happy with
our representative office in Hong Kong.
For us, | would say Hong Kong has not
lost any of its strategic importance
whatever in Asia.

"If you are looking for a place from
which you can do regional business and
travel easily throughout the region, then |
think it has to be Hong Kong."

Dr Leimer says the LGT group in Hong
Kong has two relatively separate entities
operating locally - the LGT asset
management arm (the former GT group)
and LGT Bank in Liechtenstein, as the
representative office of the Bank.

Both have a long history in the region,
the asset management arm being active
here for 25 years and the Bank for a
decade, although the bank is known for
its relatively low public profile.

Despite this, the ability they offer, to
bank out of Liechtenstein puts them in a
unique position in Hong Kong and the
region.

"Liechtenstein is a financial offshore
centre in the heart of Europe," Dr Leimer
says, "And there aren't too many of them.

"The country has close ties with
Switzerland, of course, and offers political
and economic stability. Itis also very well
established in international organisations,
such as the United Nations, the WTO and
the European Economic Area.

"As of last year, Liechtenstein is also
a Triple A rated country and there are
only 10 Triple A rated countries in the
world.

"On top of that, it also offers a very
liberal Liechtenstein Company Act, which
regulates companies which can be
established there, as well as a liberal
taxation regime.
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"This allows businesses and individuals
to use these structures for offshore tax
planning at a very high level of efficiency
and confidentiality.

Dr Leimer says there is good demand
for Liechtenstein's services in Hong Kong
and the Asian region and this demand has
increased in recent years.

"We do regional business and business
is increasing not only in Hong Kong but
within the region" he says.

"This is partly because people locally
have become more aware of
Liechtenstein's existence and its
advantages and partly because there is an
increased demand for offshore structures."

He says the asset management side of
the business is also important to the group
and continuing to grow.

"We are in the unique position to be
able, through the combination of LGT
Bank in Liechtenstein and LGT Asset
Management, to offer global asset
management expertise out of
Liechtenstein, with full access to
information available globally within the
asset management group," he says.

"We are truly global in that we have
local expertise for local markets - Hong
Kong, London and Frankfurt, and New
York - for use on a global basis.

"There is a disadvantage in that there
is an additional cost factor there, but a
huge advantage in that we are much
closer to the markets and that should pay-
off with local know-how and
performance.

"Our clients are looking for
confidentiality, performance and service,"
he says. "Confidentiality and service rely
very much on a personal relationship and
we therefore put emphasis on long term
relationships with our clients, more so than
other groups."

With this sort of background the group
is looking forward to continuing to expand
its business in the Hong Kong Special
Administrative Region of China and
throughout the Asian region. |
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Worild Bank and the HKSAR

Mr Richard H Frank (then General Manager and Chairman of the World Bank's Private
Sector Group) sent this message to Chamber members late last year:

of the Hong Kong General Chamber

of Commerce - the heart of the
business community in a city so central to
the astonishing growth occurring in the
East Asian trade and investment. By any
standard, Hong Kong is a crucial part of
the regional success story, and it is no
secret that this great metropolis and East
Asia as a whole is destined to become the
largest market in the world by the turn of
the century.

It is a pleasure to greet the membership

What accounts for this success? As
many of you know so well, the East Asian
"miracle" is not all that miraculous. It is,
in fact, the result of sound public policy
and behavior, including fiscal discipline,
high levels of individual saving, stable
exchange rates, business-friendly
regulatory climates, quality education, key
investments in infrastructure, creation of
state-of-the-art financial systems, and
keeping the door open to foreign
investment.

This formula has shown the world
what can happen and how it provides
the best chance for alleviating poverty
and fostering world prosperity. Your
experience is part of a global economic
revolution - a revolution changing the
way we all do business. International
trade and capital flows have displaced
transactions between governments and
become the real engine of growth.
Private capital flows to developing
countries are now approaching US$200
billion and world merchandise exports
have nearly doubled over the last two
decades.

What is the World Bank Group's
contribution to this phenomenal
achievement and what is its future role?
For more than fifty years, the Bank Group
has worked with member governments
to help create the essential conditions - a
healthy educated workforce, a functioning
physical infrastructure, a clear regulatory
environment, modern financial systems,
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and sound macroeconomic policies - for
every country's full participation in the
global economy.

Catalytic role

In support of the private sector, the Bank
Group as a whole - including the
International Bank for Reconstruction &
Development (IBRD), the International
Development Association (IDA), the
International Finance Corporation (IFC),
and the Multilateral Investment
Guarantee Agency (MIGA) - plays a
critical catalytic role in helping create an
enabling business environment, providing
financial products and services, and
bringing together technical and
management expertise, global networks,
and other information to assist local and
foreign investors.

Our range of activities is broad, as we
focus resources on opening the markets
of tomorrow. Through support for free
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market macroeconomic policies and
other institutional reforms, the Bank helps
governments reduce barriers to
competition, improve regulatory and
legal systems, encourage entrepreneurial
activities, and embrace foreign direct
investment. About $5 billion annually is
lent by the Bank Group in direct support
of private sector development. This
leverages $25 billion more from other
sources.

The IFC is the single largest source of
external investment in private sector
enterprises in developing countries. It
offers debt and equity financing for private
companies (including a range of quasi-
equity finance) and its loan syndications
program, amounting to $5 billion a year,
enables commercial banks and
institutional investors to provide long-term
funds to a wide range of clients. IFC also
strengthens domestic capital markets by
organizing stock exchanges, bond
markets, and venture capital funds, and
has served as a major force in privatization
of state enterprises around the world.

MIGA is meeting the high demand by
investors for political risk insurance by
offering long-term coverage against the
risks of expropriation, currency
inconvertibility, war and civil disturbance.
MIGA's investment guarantee portfolio
currently totals $2.3 billion.

Protecting lenders

The IBRD also offers guarantees to
catalyze market finance. The partial risk

guarantee supports privately sponsored
infrastructure projects by protecting
lenders against payment defaults arising
from breaches of sovereign contractual
obligations. The Bank's partial credit
guarantee protects lenders against
payment defaults for specified debt
service obligations.

In the past, it has sometimes been
difficult for potential clients to easily find
out what it is the Bank does and who does
what within the Group. We have now set
up a single point of contact - a Business
Partnership Center - which we hope will
go a long way toward facilitating contacts
within our institutions and providing
informative and accurate information
about our activities to the business
community.

We welcome the opportunity to work
with the Hong Kong business community
to meet the challenges ahead. On the
broadest scale, we must all be partners in
ensuring that private sector investment
leads to economic growth, which reduces
poverty levels the world over. As a
clearinghouse for best practices, the Bank
Group knows much about the do's and
don'ts of economic development, but we
do not have all the answers. That is why
the need is so great to reach out to the
companies and people with hands-on
experience and know-how to make things
work. Our goal is to build the kind of
partnerships with the private sector that
make a real difference in solving
development problems and share
experiences across the world. |
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Seminar attracts big names

ong Kong Chief Executive, Tung Chee-hwa, Chinese Vice Premier,

hu Rongji, Malaysian Prime Minister, Mahathir Mohamad, former

Federal Reserve Chief, Paul Volcker and controversial fund manager,

George Soros, will all be among the big names speaking at World Bank-
IMF related seminars this month.

In addition to the formal meetings of the World Bank-IMF group, various
groups have organised informative seminars either a few days ahead of, or
during, the formal programme of the World Bank-IMF annual meetings.

Prime among these - the one including the above speakers and the
one being promoted by the Chamber itself - is the programme of seminars
organised by the Joint Secretariat of the World Bank-IMF group from
September 20 to 23.

Entitled "Asia and the World: Capital, Competitiveness and
Community”, the seminars are relatively expensive (US$1,250), but will
bring together a wide range of experts on the region.

Chief Executive, Mr Tung Chee-hwa, will deliver the welcoming
address at this important seminar series.

A series of more than 20 sessions will address such issues as
infrastructure development in Asia and the need to accelerate private
sector participation; investing in Asian energy projects; and the Asian
entrepreneurs' view of the global market place.

They will also cover the outlook for the global and regional
economies; individual country and regional reports; corruption; and
various other investment and trade issues.

There will also be an entire day (Monday, September 22) spent on
issues relating to China (and Hong Kong), including economic, credit,
environment, infrastructure and human resource developments.

Speakers from Hong Kong, apart from the Chief Executive, include
a wide range of business leaders, Government representatives and
academics.

Apart from Zhu Rongji, there is also a long list of high level speakers
from China, as well as speakers representing business and government
from around the region and the globe.

Further details on the seminar programme can be obtained from the
Chamber's Chief Economist (phone 2823 1242, fax 2527 9843) or from
The World Bank-IMF, 1997 Annual Meetings, Program of Seminars

HEERE IS

==~

L]

f?ﬂﬁﬁﬁﬁ$~@@@m@*ﬁg‘ﬁ%ﬁﬁﬁwﬁﬁ~ﬁ
HRERRRER  LETHHZFENSRAALTRE
Wi > ByEreA B BB TR T FRARAT / B E R S AR R & L3
B o

BT HAREEIMIER I > BEE — RS R i
$R / B & WAL S A AR S S e S M R B AT BOR BT -

HARSAERMELEIA20E23 0 > MR/ B EHE
BEEABHSERER N —M > Ll A3 Hsm: > m
FE USSR SR A 5 OB R M TR -

WFat e ARSI TREWERTLA - B8~ BWFHRALEE ] A%
HESRICERIE (1,250 £0r) > (A& Yk BN B A & ER
JE IR > FTECR B B A A A A S B -

Wt oo 2 (WER A A s s ALY « EENE SRR - BB AL
BIRMSBHENEE ; WETMWRETREERFHE 5 SR AEREE
PETIG AR 2Bk ESASHE A ATIE 5 {/ Al B 5 K i [ Y FE
o AT UERHAERBREMYE 505 -

9H 2 H (BH—) BXMLUHE GREEE HEE > FR
JE R R R AT - 58 - BB ERRRANBIFEE

SEHEI o
BREFESN BRI AMEE BAFESAMARE - BURE A
REBMAFNL -

B EENE > & O R REER SIS A SN
AE N EBAY U R R A R PR S BURAL
% ¢

TR TBRAEATREE SRR R (E
2823 1242 ; HHEL : 2527 9843) B A3 B HE AR 19 th F4R1T /
BRGS0 997 FEE S ol T H (EE  1-202-623-

Division in Washington D.C. (fax: 1-202-623-4100). [ | 4100) - o
r )
PHILIPPINE NATIONAL BANK :
Hong Kong Branch

¢ CORPORATE LOANS
- Trade Finance
- Term Loans
- Working Capital Loans

oS

il

PNB INTERNATIONAL FINANCE LIMITED

Office : 7/F Regent Centre, 88 Queens Road, Central, Hong Kong
Tel. No.: (852) 2525-3638 Fax No. (852) 2525-3107

Philippine National Bank
OUR NATIONAL BANK. YOUR GLOBAL PARTNER.

CONSUMER LOANS
- Philippine Home Mortgage Loans
- Philippine Club Shares Financing




COVER STORY I E®EZRE

The Hong Kong Port:
Challenges Ahead

By Raymond Cheng

he port has long remained a crucial

asset for Hong Kong, the "Fragrant

Harbour". Today, economic
activities related to the port account for
some 20 percent of Hong Kong's GDP and
provide employment to some 20 percent
of the working population. For the past five
years, Hong Kong has been the world's
busiest container port.

In 1996, Hong Kong handled 13.5-
million TEU (20 ft equivalent containers,
a trade standard for containers), up from
just 5 million in 1990, according to the
Port Development Board. The 1996 figure
included some 8 million connected with
China. China's industrial output has relied
heavily on Hong Kong's port to export. As
much as 90% of China's exports south of
Chiangjiang River is estimated to go
through Hong Kong.

For decades, Hong Kong has almost
had a monopoly for handling goods
transportation for China. While the
proportion of China's exports handled by
Hong Kong has dropped, China's total
export volume has escalated. The result is
that the absolute volume of China trade
handled by Hong Kong has still been on
the rise. However, the growth rate is
already slower than the 80s and early 90s.

Some recent events have raised
concerns that the role of Hong Kong as a
major port is under challenge. Four are
widely seen as particularly significant:

e Direct shipping between China and
Taiwan since April 1997

e Change of sovereignty from British
colony to China's Special
Administrative Region

e The high cost of using Hong Kong
port

e Competition from other ports in the
region

How will these major developments
affects Hong Kong's port? Will Hong Kong
be able to defend its position as the
gateway to China and the premier port in
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the region? What are the key strengths of
Hong Kong's port and what is the outlook
for the future?

The impact of China-Taiwan direct
shipping

Since April 1997, Cross Strait
transshipment was allowed between
Fuzhou and Xiamen in China's Fujian
province, and Taiwan's Kaohsiung port.

Contrary of many people's first
impression, the impact of the China-
Taiwan direct shipping on Hong Kong is
currently limited. It is limited because the
proportion of trade taken away or
potentially to be taken away is relatively
small, and that Hong Kong is well poised
to depend its position.

"China-Taiwan direct shipping will be
a process which will take a fairly long
time to change from no shipping to full
direct shipping. In the meantime, Hong
Kong's role as a middleman will remain
very important”, said Mr Terence Sit,
Chairman of the Shipping Committee at
the Hong Kong General Chamber of
Commerce.

"For the short term, there is no major
specific change to Hong Kong because of
the relatively small volume involved. But
for the long term, further shipping routes
will involve other ports. Then there will
be more than just one big hub, but rather,
a number of medium or small sized hubs
will emerge and the areas that these hubs
serve will change," he added.

According to the Port Development
Board, containers that went through from
Fuzhou and Xiamen was at about 570,000
TEU in 1996, of which 60 percent went
through Hong Kong.

Mr Sit pointed out that the opening of
direct transshipment between China and
Taiwan is the first step. There may be the
second step and third step, the effect of
which Hong Kong will have to prepare for.
Further steps may include goods to go
inside Taiwan, and opening of more ports
for direct shipping.

"As a hub, Hong Kong remains strong,
but the areas it serve may well change. In
the past, we did not have to face this
question," Mr Sit said.

A Trade Development Council
document published in early 1997 said
that direct shipping service would be
limited to "transshipment". This means
"feeder" ships from Fuzhou and Xiamen
would be able to unload cargo at
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Kaohsiung, where they would be loaded
onto larger ships for onward journeys.

By the same token, mainland. bound
cargo originating from overseas could be
off-loaded at Kaohsiung and transshipped
to the mainland.

In 1995 and the first half of 1996, the
combined amount of such onward and
outward transshipment through Hong Kong
were 1.39 million tons and 781,000 tons
respectively, accounting for about 1 percent
of total Hong Kong port throughput.

If the new cross strait routes are
proved reliable and cost effective, and
that more ports are opened for direct
Cross Strait shipping in the future, the
cargo diversion effect on Hong Kong will
be greater.

However, the impact of cargo diversion
is expected to be offset by increased business
opportunities for Hong Kong as cross strait
economic activities further improve.

The TDC document added that even
with direct Cross Strait shipping, companies
would continue to use Hong Kong for trade
financing, insurance, documentation,
merchandising, business negotiation, and
Hong Kong will continue to be
overwhelmingly preferred by the majority
of traders as controlling headquarters.

"Because of the geography locations, the
opening of China-Taiwan shipping will only
affect shipping routes to America, and will
hardly affect routes to Europe which account
for 25% of the traffic for Hong Kong's port.
As a result, the maximum possible volume
affected will be 270,000 containers," said
Mr Richard Yuen, Secretary of the Port
Development Broad, who is also the Deputy
Secretary for Economic Services.

For the shipowners, Cross Strait
shipping has little effect, said Mr Arthur
Bowring, Director of the Hong Kong
Shipowners Association.

Mr Bowring pointed out that Cross Strait
shipping that has been authorized so far has
been for transshipment only, and the proposal
for more Taiwanese ports to take part in the
future will not change this restriction.

Mr Bowring added that the effect of
the China-Taiwan shipping link on his
members is limited, because most go on
long distance overseas routes.

From British Colony to SAR

While it has been business as usual,
Hong Kong's return to China has

brought about at least two positive
changes to the port and the shipping
community, including likely
improvements in the legislation process
and simplification of cross border
administrative procedures.

"We don't have to stick to the British
shipping legislation any more, and Hong
Kong's legislature can now pass laws
which better suit Hong Kong's shipping
needs," Mr Bowring said.

The transition has also brought hope
of positive changes in the cross border
customs procedures.

Mr Terence Sit said: "After the
transition, the bureaucratic process that
Hong Kong goes through in dealing with
mainland China's companies will be
simplified. This will benefit Hong Kong as
the southern gateway for China."

"While Hong Kong becomes more
independent with the departure of British
administration, Hong Kong as a port wants
to integrate with China as much as
possible. In the long term, the mainland's
customs procedures will be simplified,
which will facilitate the transport of
goods," Mr Sit added.

The High Cost of Hong Kong Port
For many port users, key characteristics
of the Hong Kong port is that it is privately
operated, efficient, but also expensive.
The following figures illustrates the
cost difference between Hong Kong and

Taiwan for shippers and consignees:

Comparison of terminal handling charges

TransPacific Eastbound

ANERA

HK$/TEU HK$/FEU
Hong Kong 1875 2500
Taiwan 976 1440

Intra Asia

IADA

HK$/TEU HK$/FEU
Hong Kong 1380 2070
Taiwan 1224 1580

ANERA- Asia North America Eastbound
Agreement

IADA- Intra- Asia Discussion Agreement

TEU- Twenty foot Equivalent Units

FEU- Forthy foot Equivalent units

(Source: Hong Kong Trade Development
Council)

20 The Bulletin September 1997




BREHTF

AOAFEC > ORG-S EEM
BHERAREAERT LA O R RE
o AERE D M AT BRI - RS
BRI -

>

PEAT IR AN M B AU A B AR A 1 SRR
o Tl - ERAAS B R = RES
BG5BT ) o BAA R B EWS  RA LS
HKEEENHEE - |

M FERL - AR B IR D >
FREEN  AEEE R T E2EE -
> BRI HERF R R
B

F R 0GR P 2R BE 2% Michael J
Enright * W% Edith E Scott XA & #
FH KRB A T TAM B TP R B A
FER R - B T EBES &
A BRI BB T ET AR o

FHREPENEES.G > ERREER
MIEERHE o HAL I RAAFRB O -
AT AS PR SR AL A B s > s b T e
Porli > ERB A WA BLFEF -

BB T A BRI o T M R S BB
THE P ETEABIEA A #E R > (AFE N a5
FH 400,000 Z 500,000 1A HE EHE -

10 A P o — ] VR i 5 T )
TR T o ZEFORIIN o BERR R A B
T B 5 - (AR EAHBE 0 - L)
WEEMEASNRE -

LB U 3 T A R I 6 0 1 s
I > BRI A > UL B AR IR L
KREINE - @R & L FWE %L > |/
ZBEHVEAERCRA IR - RE kB R I5
IR -

W OEE R RN RIS [ AR
BT H AL O > (H19964E M BUREIR »
FH A b R O R A AR 3L AT 8,000,000
il o BT HE—Hh > BRI A B AT B A
CABAULE  sEFAT DA > F U I R B
KA o

[N S IE E A D E v TR EE R b
RILUBEMERIL =AM —E g Es
$H o R LR O R AT o
EEBOE2ME?

RSN > TS OBRNEeE T

o TRV O B AR b [ AR
0

s WO AAERGEEAE o
1990 & 1996 4E[H » 75 i B e iR 1

Past and Projected Trend of HK Container Traffic
BEERRERY (BERFE:)

40
36 39
35 - B (cean
CJ River 31
30 4
2 25 3
=
£ 20
S 15
11
10 4
6
'm0
0"‘ T T T T T T T
1986 1991 1994 1998 2001 2006 2011 2016

Source: Port Development Board (ERKE : BORRRE)

COVER STORY

Despite the difference in charges, there
are other factors that port users consider.

"It is the total cost of goods that count,
including the manufacturing and
transportation costs. Although goods may
need to be transported for long distance
from South China and pay for port charges,
if the total cost is still acceptable, then that
is fine," Mr Terence Sit said.

The Port Development Board's
Secretary Mr Richard Yuen also pointed
out that there are other important
considerations besides price.

"Price is just one factor in people's
choice of ports. Hong Kong offers a world
class service which is reliable. Besides,
other infrastructure support including
transportation link, and other service
industries such as finance, insurance and
trading all help to maintain Hong Kong's
strong position as China's key port," said
Mr Yuen.

"There are two charges. Actually the
harbour charges are low, but the charge
for port facilities and container terminals
are relatively high."

"The charge for container terminals
come as a result of heavy private
investment. Price is one consideration in
deciding a port's competitiveness, but
efficiency is also a major concern. Quality
and breadth of services offered, the options
for further transshipment from Hong Kong,
choices of ongoing routes, these are all
major considerations," Mr Yuen said.

Competition from Other Ports in the
Region

Many people are concerned that Hong
Kong's port will lose a lot of business with
its expensive charges, especially when
faced with the rapid development of ports
along the China coast, and possible
competition from Taiwan ports.

"Operating cost in Hong Kong for port,
transportation, and pier is high, which erodes
Hong Kong's competitiveness. Cost remains
crucial to shipping lines as well as
shippers," admitted Mr Sit, who is also
Jardine Shipping's Chief Operating Officer.

The development of other ports in the
region and direct shipping have provided
alternatives for marine transport. Hong
Kong needs to control its efficiency and
cost very well, he added.

According to "The Hong Kong
Advantage", a research project published
earlier this year analyzing Hong Kong's
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competitiveness conducted by former
Harvard Business School professor
Michael J Enright, along with consultant
Edith E Scott and Jardine Fleming director
David Dodwell: Hong Kong's port remains
very competitive.

Hong Kong serves as a hub for China,
especially eastern and southern China.
Relevant competitors are ports that can
handle the same business- such as other
ports on the China coast like Yantian just
north-east of Hong Kong or Ningbo near
Shanghai.

The closest alternative, Yantian, is
under development but has a capacity of
only 400,000 to 500,000 TEU per vyear,
and is developed by Hong Kong's HIT.

Other ports that potentially could act
as transshipment centres for China trade
include Kaohsiung in Taiwan. Although
Singapore is often compared with Hong
Kong, it is too far away to address the same
market.

Shenzhen ports, like Shekou and
Yantien, are direct competitors, they are
near Hong Kong and their source of origin
of goods are similar to Hong Kong.
Taiwan's Kaohsiung could take some
business, but it has its own problems with
efficiency and limited expansion
capacity.

"Although there are other ports being built
in China, 1996 figures showed that containers
handled by major China ports totaled about
8 million. Hong Kong alone handled over 8
million containers which is connected with
China. Hong Kong is perhaps China's largest
port," said Mr Richard Yuen of the Port
Development Board.

"China's economy is heavy on the
country's south, especially the
manufacturing industry, south of
Chiangjiang and near the Pearl River delta.
90 percent of China's goods is imported
or exported through Hong Kong," he said.

Strengths of the Hong Kong Port

Richard Yuen said the strengths of the
Hong Kong port was built on two
characteristics:

e Hong Kong has been developing
its port not independently, but in
close regard of economic
development in southern China.

e Secondly, Hong Kong's port is built
from private rather than public
investment.

Hong Kong's capacity doubled in 1996
from 1990. If the port has to be built from
government funding, then this would not be
easy.

Efficiency is a key characteristic of Hong Kong's port services.
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" Private investment is more flexible.
If the government has to build a port,
taxpayer's money has to be fought for in
competition with other government
departments."

"So our system is flexible, when the
business is there, private investment does
not need to be pushed to increase capacity
to meet the growing demand," Mr Yuen
said.

For Hong Kong's sea cargo industry,
the key competitive variables and success
factors include location, access to deep
water, advanced container terminal
infrastructure, and transportation to and
from the port, according to the "Hong Kong
Advantage" report.

Sophisticated customers look for route
density (how many other ports can be
reached from a given port), efficiency and
reliability of service, the ability to track
containers at any point in their journey,
and low cost.

The cost of using a port consists not
only of the direct handling fees of the cargo
terminal or transfer operator, but also the
cost of pilots, supplies, and most
importantly, the cost of delays and
downtime.

The efficiency of the port operation
itself depends on the investments made in
infrastructure, in management skills, and
on the software and procedures used to
optimize output.

Moreover, Hong Kong's strategic
location and exceptional deep water
access, critical for the present and future
generations of cargo vessels, set it apart
from many ports in Asia that do not have

Hong Kong's port is beneficial to both Hong
Kong and China.

BERONBREFERTEEEH

sufficient deep water capacity to handle
large, modern container ships.

Land shortage and growing demand
led Hong Kong's container terminals
recently to improve their throughput by 25
percent in a single year, using innovative
cargo management techniques without
expanding their footprint.

Hong Kong is also 18 percent more

efficient on a per-berth basis than

Singapore and twice as efficient as most
ports in the US.

Hong Kong's port operators are private
entities. The private management by
multiple operators in Hong Kong's port is
unique among the major ports of the world.
At the same time, the Port Development
Board develops plans to match port
facilities supply with cargo demand.

Hong Kong's container port has
internal competition with three major
terminal operators and many small
midstream operators. But the operators
also have cooperative activities, for
instance, one operator has arrangement
under which another takes any overflow
from its terminal.

Hong Kong's status as a free port
means that there is no lengthy customs
procedure for cargo coming into and out
of Hong Kong. Its strong legal system
means that overseas firms have
confidence that papers and documents
issued by Hong Kong's banks and
shippers are legitimate.

High cost or not, Hong Kong's port has
a series of advantages unlikely to be
duplicated in the near future. In addition,
there are not many other options,
especially as the next generation of
container ships will require greater
minimum depths, the report said.

The Future in Perspective

The "Hong Kong Advantage" Report
also describes the latest government
projection for port traffic at 31 million TEUs
by 2006 and 36 million TEUs by 2011. In
addition, a new river trade terminal for
cargo arriving from ports along the Pearl
River is expected to be completed by 1999.

A possible key development in the near
future will be river transportation, which
will be more cost effective and save the
high cost of building roads, said Mr Yuen
of the Port Development Board.

"Our port policy is based on forecast
on the next 10-15 years growth in demand,
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The harbour has witnessed Hong Kong's economic progress over the century
HEBNARZSHNEE  BORETEBRENEE

and we compare this and seek to match
with the capacity of the port. This way we
can balance the interest of port facilities
operators and users. The government
makes sure that there is no excess capacity,
but for the user, there will be adequate
facilities," he added.

"As for the role of government, we
have to balance two things: the interest of
port facility investors and users. It takes
some HK$2 billion to build a berth in a 4
berth container terminal. It is a large
investment. Investors need certainty, we
can't get an investor to invest billions of
dollars and then announce that a couple
more terminals will be built next to it
tomorrow,".

"On the other hand, we also protect
the interest of port facilities users. They
want more facilities so that they can pay a
lower fee.

"Many people are talking about
China's low labour cost, large land supply
and capital from Hong Kong supporting
China's economic development, but this
combination also exist elsewhere in Asia

and other places. First, policy is important,
but the port is also important too. Raw
materials need to be imported and finished
goods need to be exported. They forget
about the transportation issue.

"This helps to explain why south
China's economy is concentrated in the
Pearl River Delta and did not extend
further inland. A major reason why some
other economies are not developing
effectively is the lack of a good port.

"The growth of Hong Kong's port has
been mutually benefitial to both Hong
Kong and China, creating a "Symbiosis".
China's need for a reliable and efficient
transportation hub guarantees Hong
Kong's role. Exporters need to know that
their shipment can 'arrive in time for the
US Christmas shopping season'," he said.

"History is repeating itself. Over a
hundred years ago, a major benefit of Hong
Kong to the British was its fine harbour.
Now, the fine port on the same fine harbour
of Hong Kong is once again offering
enormous benefits and opportunities to
China," noted Mr Yuen. i)
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CHAMBER FORECAST

Textile Delegation from Istanbul

Sep 8 10.30 am

Sep9 & 11 9.00 am - 5.00 pm  TRAINING: Effective Writing for Office, Clerical & Secretarial Staff

Sep 10 & 12 9.00 am - 5.00 pm  TRAINING: Minute & Report Writing for Personal Assistants & Secretaries

Sep 10 12.30 pm - 2.00 pm ROUNDTABLE LUNCHEON: World Bank/IMF Annual Meeting:
What It Means for Business?

Sep 11 4.00 pm MEETING: Legal Committee

Sep 15 4.00 pm MEETING: General Committee

Sep 16 12.30 pm -2.00 pm ROUNDTABLE LUNCHEON: Business & Investment Opportunities in Liechtenstein

Sep 16 12.30 pm MEETING: Europe Committee

Sep 16 5.00 pm MEETING: SME Committee

Sep 18 12.30 pm - 2.00 pm ROUNDTABLE LUNCHEON: Independent Protection - Intellectual Property Rights

Sep 19 9.00 am - 1.00 pm  TRAINING: Professional Telephone Skills for Receptionists, Junior Secretaries &
Frontline Staff (Cantonese)

Sep 19 4.00 pm MEETING: China Committee

Sep 23 6.30 pm - 9.00 pm  DINNER GATHERING: 3288 Dinner Club

Sep 24 9.00 am - 5.00 pm  TRAINING: Time Management for the Indispensable Secretary & Personal Assistant
(Cantonese)

Sep 24 12.30 pm MEETING: Americas Committee

Sep 26&27 9.00 am - 5.00 pm  WORKSHOP: Six Thinking Hats®: Workshop on Creative Thinking

Oct 7 10.00 am MEETING: Economic Policy Committee

Oct 15 9.15am - 12.30 pm TRAINING: Use of Internet for Business Executives (Cantonese)

Oct 16 4.00 pm MEETING: General Committee

Oct 22 9.30 am-5.30 pm  SEMINAR: Servicing China: Prospects & Challenges

Oct 30 12.30 pm - 2.00 pm SUBSCRIPTION LUNCHEON: King & Queen of Norway and Foreign Minister
Bjorn Godal

Dec 4 9.00 am - 2.00 pm  HONG KONG BUSINESS SUMMIT

r DIARY DATE

October 22, 1997 (Wed). 9.30 am - 5.30 pm

Ballroom, Sheraton Hong Kong Hotel

Servicing China:
Prospects & Challenges

Conference on
China’s Service Industries

The first ever conference in Hong Kong
on the development and prospects of
China’s service industries, the Conference
will feature high-level speakers led by
Vice Minister She Jianmin, head of the
Tertiary Industries Leading Group of the
State Planning Commission. The
Financial Secretary, the Hon Donald
Tsang, will deliver the opening speech.

L(Enqu:rles: Looby Ho, Tel 2823 7228)J

Sep 5- 11 Mission on Franchise Opportunities in Los Angeles, USA

Sep 12 Workshop in Guangzhou on “Opening Up Guangdong
Domestic Market”

Sep 18 & 19 Study Mission to Xiamen, Fujian

Oct2 &8 Business/Investment Mission to Pakistan

Oct Study Mission to Pearl River Delta (West)

End Oct / Early Nov HK Taipei Business Co-operation Committee
Joint Meeting in Taipei

Nov 19-21 Pacific Basic Economic Council Steering Committee

Meeting in Vancouver, Canada




Eden Woon Reports

s all of you know, the strength of

the Hong Kong General Chamber

of Commerce is directly related to
its membership. The Chamber is, in our
view, the most representative and the most
influential business organization in Hong
Kong. In order to maintain this statute,
the Chamber must continue to expand its
membership base. This is why I have put
membership recruitment as a high
personal work priority.

Ever since | got here in May, | have
gone out to recruit Hong Kong companies
which form the backbone of our Chamber,
international companies which provide
the international character of commerce
here, and mainland Chinese enterprises
which are ever so important for Hong
Kong. Thus far, since my arrival, we have
increased our 4000-plus membership by
over 100 companies.

However, the most critical and
persuasive recruiters are our members

themselves. They should appreciate the
value offered by the Hong Kong General
Chamber of Commerce. And they
should want their friends and business
associates to share in this positive
experience. Members can approach
friends in multinational companies, in
Hong Kong companies, or in mainland
Chinese companies. We need all three
types of new members to maintain the
international character of the Chamber.
Therefore, we are instituting, beginning
in September, a member-get-member
membership recruitment drive. The first
period of this drive ends on 20
December.

Thanks to some generous
donations by our member companies,
we are able to offer prizes to liven
up this drive:

For each new member an individual
brings in, he or she gets a modest
monetary sum. For every five new
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| IN ACTION

September

MEMBERSHIP DRIVE

members brought in, the individual gets
one ticket in a prize pool. For the first
drawing at the end of December, the
prize of a Motorola Star-Tac | Mobile
phone is donated by Hong Kong
Telecom. A second recruitment period
goes from January through June next
yvear. A suitable prize will again be
available. Then in july 98, a grand prize
of two free roundtrip air tickets to Sydney
donated by Cathay Pacific will also be
available.

Naturally, we hope that you consider
the Chamber valuable enough to want to
persuade other non-member companies
to join. But thanks to our generous
corporate sponsors Hong Kong Telecom
and Cathay Pacific, your effort may have
a handsome concrete reward at the end.
| thank you in advance for your interest
in boosting the membership of the
Chamber. m
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DIRECTOR'S
REPORT

LOCAL AFFAIRS AND
ECONOMICS DIVISION

HIGHLIGHTS

With the onset of the Summer holiday
season, the month under review was very
much an "issues" orientated period for the
Division. In the absence of many usual
Chamber activities, the Division turned its
attention to preparations for important up-
coming events,

These included drafting the Chamber's
pre-Budget submission to Government for
the next Budget for the 1998-99 fiscal year
to be presented to the Provisional Legislative
Council in March next year; preparing a letter
to the SAR Chief Executive ahead of his
policy address to the Provisional Legco on
October 8; and discussions on the HKGCC/
Employers' Federation wage
recommendation for 1998.

They also included early preparations
for the Chamber's 1997 Business
Summit, which is to be held on
December 4; and preparation of the
Chamber's submission in reply to the
Government's recently issued Profits Tax
Review consultation paper. There were
also some discussions on the
controversial labour ordinances passed
by the pre-handover legislature.

The Chief Economist continued to be
active during the month under review
delivering a Rotary Club address on the
outlook for the local economy, reacting to
the first quarter Gross Domestic Product
(GDP) report from Government and handling
several post-handover media interviews from
both local and foreign media.

“Two Systems"

During the month under review, the
Division also began publication on the
Phonafax service, two new newsletters -
"Two Systems' (Hong Kong SAR Edition) and
"Two Systems" (Mainland economic issues
edition). The former publication replaces
the old "Phonafacts" publication and the
latter the publication known as "Chinafacts".
Both will now be available on a monthly
basis through the Phonafax fax retrieval
system.

New Staff

During the period under review, Mr
Raymond Cheng was appointed Manager,
Publications with the Chamber and Editor
of the Chamber magazine, The Bulletin. A
new Executive Officer Research will also join
the Division shortly.

Committee Meetings
Due to the Summer break and the
absence of many Chamber members on
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Courtesy call: Second Vice-chairman,
Mr Tung Chee-chin received Mr Shi
Zuneng, Mayor of the Yixing Municipal
Government on August 20. Mr Zhi was
making a courtesy call to the Chamber
to promote a range of investment
projects in Yixing, Jiangsu Province.
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annual holidays there were no Committee
meetings during the period under review.
Meetings of all Committees within the
Division will, however, be held in the next
few weeks.

SERVICE INDUSTRIES DIVISION

HONG KONG COALITION OF
SERVICE INDUSTRIES

Promotion of Services

On 17 July CSI Secretary General Dr
W.K. Chan was invited to attend a meeting
of the Services Promotion Strategy Group
chaired by the Financial Secretary and to
present three CSI submission papers on the
Servicing Economy Newsletter, the proposal
for a tripartite forum and the working of the
Information Infrastructure Advisory
Committee.

Hong Kong Awards for Services

Atotal of 102 applications were received
for the Awards Scheme. The HKCSI's
Innovation Award received 13 entries. The
assessment process for the applications was
under way.

Government Committees

Dr Chan attended a meeting of the
Services Support Fund Vetting Committee
on 18 July.

On 30 July Dr Chan attended a meeting
of the Privacy Advisory Committee for
Personal Data.

On 7 August Dr Chan attended a
meeting of the Information Infrastructure
Advisory Committee of OFTA. On 9 August
he attended a meeting of another OFTA
committee the Users and Consumers
Advisory Committee

Management Consultants Group

The CSlI's application for funding of $1.5
million a project to promote management
consultancy was approved by the SSF Vetting
Committee. Following this the Management
Consultants Group met on 12 August to
discuss implementation of the project.

HONG KONG FRANCHISE
ASSOCIATION

Paper submitted

On 16 July the HKFA submitted a
position paper on promotion of
franchising to the Secretary for Trade and
Industry, the Director-General of Industry,
the Director of the Business and Services
Promotion Unit and the Commissioner for
Census and Statistics, calling for
government support in facilitating the
promotion of franchising.

Franchise training materials and CD-
ROM

Design of the story board of the CD-
ROM in progress.

—

Study Mission

Supported by the US & Foreign
Commercial Service, the HKFA mission to Los
Angeles on franchise opportunities will take
place from 5-11 September. HKFA Chairman
Mr Y K Pang will be the mission leader. The
mission delegation will consist of 19 members.

Database

Work on creating a database of local and
overseas franchise operators is in progress.
Over 2,000 overseas franchise operators and
approximately 1,000 local potential
investors have been included.

INTERNATIONAL AFFAIRS
DIVISION

TRADE COMMITTEES

Asia

Mr. A.G. Sarma, First Secretary-
Commercial of the Consulate General of
India visited the Chamber on 28 July to
discuss organisational details of a proposed
mission to India, to be led by the Chamber
Chairman, Mr. James Tien in February of
1998. Mr. Sarma was received by the
Director, Dr. Eden Woon.

Mr. Junsuke lkegame, Asia Pacific
Investment Commissioner for Queensland
Government and Mr. Yuichi Matsushita,
Managing Director of Nikko Research Centre
(Hong Kong) Limited called on the Chamber
to explore business opportunities between
Queensland and Hong Kong on 5 August.
He was received by Assistant Director, Mr.
Sidney Fung.

Dr. George Hooper, President of Rotorua
Chamber of Commerce & Industry, New Zealand
called on the Chamber on 4 August and was
received by Mr. Sidney Fung. The meeting
discussed the ways in which the two Chambers
can cooperate more closely in the future.

A luncheon briefing meeting for the
delegates participating in the Goodwill
Mission to Ibaraki Prefecture, Japan was held
on 5 August. The Mission will be held from
18 to 23 August. The group will pay a visit
to Hong Kong Trade Development Council,
Tokyo Office on 18 August and continue its
journey to Ibaraki Prefecture on 19 August.

China

Chamber Director Dr. Eden Woon
received Ms. Yan Qi, Vice-Chairman of
CCPIT Xiamen on 1 August. The objective
of the visit was to promote '97 China
Investment Fair to be held in mid September
1997 and to introduce the business
opportunities that exist in Xiamen.

Mr. Tang Ning Biao, Vice Director and
General Manager of Yixing Industrial Park
for Environmental Science & Technology
paid a visit to the Chamber on 8 August. The
meeting focused on discussion on the ways
in which the Chamber will be able to assist
Yixing authorities in promoting the Industrial
park among Chamber members.
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Jointly organised with CCPIT Guangdong
Sub-Council, the Chamber commenced
recruitment for a one-day Workshop on
"Opening Guangdong Domestic Market" to
be held on 12 September. The objective of
the Workshop was to assist members in
understanding the policies and procedures
of concluding domestic sales contracts. The
Workshop will also prove to be a useful
occasion for business networking for
Chamber members.

Europe

On 22 July, Dr. Jonathan Wilson from
Wilson Jeanselme Partnership Ltd. visited the
Chamber to discuss the possibility of
organising a one day workshop on retail
banking in Hong Kong. The theme of the
proposed workshop will be on the trends in
the use of technology in the management of
customer relations in the Hong Kong retail
banking sector.

On 31 July, Mr. Pierre Avoyer, Deputy
Director of the Council for Economic
Development, State of Vaud - Switzerland,
visited the Chamber again to discuss
arrangements for a roundtable luncheon
scheduled for early November. The lunch
meeting aims at promoting the State of Vaud
and attracting investment from multi-
national companies overseas.

Mr. Walter Brogli, Project Manager Asia/
Oceania for the Swiss Office for Trade
Promotion and Mr. W. K. Chan, Assistant Trade
Commissioner of the Consulate General of
Switzerland, called on the Chamber on 5
August to review arrangements for the
Economic Forum of Switzerland as part of the
programme for the Swiss Week 1997 to be
held in November. The Chamber will be one
of the co-organisers of the Forum at which top
industrialists and officials from Switzerland will
brief interested members on the possibilities
(in trade, investment, banking, insurance,
tourism and education) they are offering to
investors and businessmen in Hong Kong.

HONG KONG INTERNATIONAL

A group of 12 US Congressional staffers
visited Hong Kong and Southern China from
10-16 August. Sponsored by the six trade
associations, namely, the Hong Kong
General Chamber of Commerce, Chinese
General Chamber of Commerce, Federation
of Hong Kong Industries, Chinese
Manufacturers' Association of Hong Kong,
Hong Kong Exporters' Association and
Vision 2047, this orientation programme was
the first one organised after the handover.
Mr. C.C. Tung, Vice-Chairman of the
HKGCC General Committee and Dr. Philip
Wong, Vice-Chairman of the CGCC, co-
hosted the breakfast meeting to welcome the
delegates and encourage them to learn more
about Hong Kong and its economic
relationship with China so that they are able
to have a more informed view on Hong Kong
should an issue regarding Hong Kong arise
in the US Congress.

On 16 August, Mr David Rimmer,
member of the HKGCC General Committee,
chaired the debriefing meeting and discussed
with delegates on their perception of Hong
Kong and Southern China after the visit.

PACIFIC BASIN ECONOMIC
COUNCIL

Preparations for establishing the Steering
Committee for the 32nd International
General Meeting in Hong Kong in May 1999
are well underway. The Committee is set to
have its first meeting around mid September.
Membership of the Committee will consist
of high level executives from many
influential companies in the territory.

INDUSTRIAL & CORPORATE
AFFAIRS REPORT DIVISION

COMMITTEES

Environment Committee

A meeting with the Secretary for Planning,
Environment and Lands was held on 7 August
to discuss the Chamber paper on Air Quality
in Hong Kong. The Chamber was represented
by Mr Barrie Cook, Committee Chairman, and
Dr Eden Woon, Chamber Director.

EVENTS

e The following training workshops were
held for the SMEs:

— "Computing and mitigating PRC
capital gains tax" on 16 July with 23
participants;

— Assessing the corporate health of
PRC companies from legal
documents and avenues for settling
business disputes on the Mainland"
on 22 July with 22 participants;

—  "Tax audit and field investigation in
Hong Kong" on 24 july with 15
participants;

— "Going public" on 29 july with 24
participants;

- "Relationship marketing" on 31 july
with 23 participants.

e A roundtable was organised on 16 July
at which Mr Mike Rowse, Director of
the Financial Branch's Business and
service Promotion Unit, was invited to
speak on the services offered by his
department in the context of SMEs in
Hong Kong. 24 members attended.

e The Hong Kong Small Business Award
was launched on 24 July with the
invitation for small businesses in Hong
Kong to compete in the programme. The
last date for receiving nominations is 5
September.

e 80 members and guests attended the
3288 Dinner Club meeting on 22 July.

e 18 members and guests participated in
a golf outing at Guangzhou International
Golf Club held on 26-27 July.

e A half-day training course on
"Professional Telephone Skills" was held
on 19 July. 21 members attend. M
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1998 CHAMBER DIARIES

The Hong Kong General Chamber of Commerce presents the new edition 1998 Diaries.
Please order early to ensure your purchase.
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19986 DESK DIARY

Bound in black bonded leather; packed in a red
gift box; "week-at-a-glance" format,
a guide to major airports; maps of

major cities; colour atlas and
world time.

Always a favourite gift with
clients!

Each desk diary
HKS$ 208

Personalisation on cover
HKS$ 35

1998 POCKET DIARY

Packed in a red gift box; compact;

bound in black bonded leather with
Personalisation gilt-edges and protective gold-on-brass
Orders must close on: ~ corners; "week-at-a-glance" format.

30/9/1997 The perfect "travelling" companion for everyone.

(Ready for Collection: )

4 weeks after approval Each pOCke[ dlary HK$100

of typesetting) Personalisation on cover HK $35

_____ B

ORDER FORM

Fax to: 2527 9843

The Hong Kong General Chamber of Commerce
22 /F United Centre, 95 Queensway, Hong Kong

Attention: Miss Marina Wong (Tel 2823 1253)

Yes, I wish to order: Quantity  Unit Price Total
1998 DESK DIARY x HK$208 HKS$
Personalisation: x HKS$35 HK$

EEEEEEEEE NN R R

(In English: Not exceeding 25 characters)

1998 POCKET DIARY . x HK$100 HKS$

Personalisation: x HK$35 HK$
LI Py
(In English: Not exceeding 25 characters) Total Amount :HK$
Company :
Address:
Contact Person: Telephone:
HKGCC Membership No. Fax:
Crossed Cheque No. Amount of Cheque: HK$

Please return completed order with cheque made payable to: The Hong Kong General Chamber of Commerce.
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HKCSI HBIRFEEHKE

Servicing China - China's Tertiary Industries

he Chamber and its service

industries arm the Hong Kong

Coalition of Service Industries will
be jointly presenting a Conference on the
development of service industries in China
on 22 October 1997. The Conference is
part of a programme of visit by a high-level
delegation led by Vice Minister She
Jianming, head of the Tertiary Industries
Leading Group of the State Planning
Commission, as well as Director-General
Mr Lan Shiliang, Director of the Office of
Tertiary Industry Planning and Policy.

The Office of Tertiary Industry Planning
and Policy is the main body responsible for
the coordination and formulation of service
industry policies in China. Dr W.K. Chan,
the Chamber's Assistant Director - Service
Industries, has the details.

There was a time in mainland China
when, according to the maxims of
Marxism, Leninism and the thoughts of
Mao Tse Tung, service industries are
considered unproductive.

No longer. In October 1992, the State
Council decided that the development of
tertiary industries should be speeded up and
the Tertiary Industry Planning and Policy
Leading Group was created. The Leading
Group is headed by Mr She Jianming, a Vice
Minister of the State Planning Commission.
Membership of this Group included heads
from the major divisions within the State
Planning Commission, such as the Department
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of Long-term Planning and Industrial Policies,
Department of Market, Department of Utilising
Foreign Funds, Department of Social
Development, Policy Research Office and the
Institute of Macro Economy.

A coordinating office was set up under
the Leading Group, namely, the Office of
Tertiary Industry Planning and Policy
(OTI). The Director of the OTl is Mr Lan
Shiliang, Head of the Department of Long-
term Planning and Industrial Policies of the
State Planning Commission.

The main function of the OTI is the
national planning and policy formulation
of China's tertiary industries, including
formulation of laws and regulations.
Through the OTI the State Planning
Commission usually takes the lead to
promote a policy issue in conjunction with
the related ministry under the State Council.
For example, a study has been conducted
on the advertising industry with the State
Administration for Industry and Commerce;
another on employment service with the
Employment Department of the Ministry of
Labour; and on community service, labour
union and corporate enterprises, and
science and technology services with other
departments.

The OT! also contributes substantially
to the formulation of the five-year-plan,
especially on the chapter on tertiary
industries. It plays a key part in putting
forward policies for the opening of the
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tertiary industries to foreign participation
together with MOFTEC and the State
Economic and Trade Commission. Tg
assist in the management of state assets, it
is also involved in the study, formulation
and approval of investment policies of the
state-owned enterprises. It is a coordinator
of the development of tertiary industries
at the regional and local level, for
example, tertiary industries within the
Three Gorges development project. The
tertiary industries census within China was
organised by the OTI although data
collection and analysis was implemented
by the State Statistics Bureau.

Prospects of development

In 1993 the State Planning Commission
issued a National Tertiary Industry
Development Plan setting out the broad
strategic direction for the next ten years.

Currently, the five biggest tertiary
sectors are:

e Commerce, catering, wholesale

and retail
28.0%
e Finance and insurance
17.5%
e Transport and communication
18.0%
e Real Estate
6.0%
¢ Tourism (Hotel and travel agent)
1.5%
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In 1990, tertiary industries contributed
29% of the GNP (excluding construction and
utilities but including transport). In 1995,
the proportion rose to 31%. The target for
2000 is 35% of GNP (excluding 6% for
construction and 2% for utilities). The target
for 2010 is yet to be decided, but it is hoped
another increase of 10% could be achieved.

As regards employment, in 1995 53%
were in agriculture, 23% in manufacturing
while 24% were in services. The target is
to increase the percentage of tertiary sector
employment to 28% by 2000. Based on
the current situation, it is expected that the
result may exceed the target to reach 30%.

More specific development targets for the
tertiary industries have been set out in the ninth
five-year-plan. These include the following:
(1) Industries requiring little investment, with
fast return and large number of
employment, and closely related to
people's living, such as commerce,
wholesaling, retailing, finance, insurance,
tourism, real estate, catering, warehousing
and household services (hairdressing,
repairing, family service, etc.)

New industries with emphasis on
technological advancement, for
example, information service,
technological service, science and
technology, computer service,
software, accounting, auditing,
consulting service, engineering
consulting, construction, science and
technology consulting, statistical
consulting, corporate consulting,
economic management consulting,
legal consulting, etc.

Basic tertiary industries which play a
leading role in economic development,
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including transport, telecommunica-
tions, scientific research, education, pub-
lic utility services, etc.

Private Enterprises

In theory, state-owned-enterprises now
contribute 60% of the GNP, collective
(which is neither state nor private)
enterprises contribute 30%, while private
and joint venture enterprises contribute
another 10%. Such statistics, however, do
not necessarily reflect reality. In practice,
many private enterprises may have been
classified as state-owned. For example,
when a private enterprise experiences
difficulty in obtaining loans, it may seek
guarantee from a state bank. As a result,
it will be classified as state-owned. In
some regions up to 20-30% private
enterprises may be treated in this manner.

As with the other economic sectors,
there is a declining trend in the proportion
of state-owned operations in the tertiary
industries. In the commercial, catering and
retailing trades, for example, the proportion
of State-owned operation is dropping to
under 40%. The financial sector is mostly
state-owned but it is beginning to be open
to foreign enterprises through joint ventures.
In the transport sector some highways are
operated by private companies. Overall, the
national policy is to promote the
development of tertiary industries, whether
State owned, collective or privately owned.
The current trend is to move from state-
owned to collectively owned. In line with
this development, the emphasis of the
Administration of Industries and Commerce
is also changing from approval-based
management to business registration-based,
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except for important financial approvals.

Private enterprises in the tertiary
industries are especially active in the
individual private enterprises sector. Of the
distribution of these enterprises some 40%
are in the tertiary industries.

Foreign investment

It is state policy to positively utilise
foreign investment to develop the tertiary
industries. This includes two aspects. First,
overseas loans and donations are utilised
for infrastructure construction, for example,
grants from the World Bank and Asian
Development Bank for infrastructure and
environmental protection projects.
Commercial loans are also used to develop
local commerce, such as tourism and
catering. Secondly, foreign direct
investment in tertiary industries is to be
expanded through the existing wholly
foreign owned, joint venture and joint
cooperative enterprises. In some sectors
foreign investment is positively encouraged,
such as highways, bridges, and after-sale
maintenance services, although other
sectors such as finance and wholesale are
restricted while some are prohibited, such
as telecommunications and broadcasting.

Along with the gradual liberalisation of
trading rights and the eventual convertibility
of the RMB, tertiary industries are slowly
being open to foreign investors. In line with
the reform of China's national economic
system, the opening to foreign investment
will be a major policy pillar in the
development of tertiary industries.

As China's tertiary industries begin to
open up, opportunities abound for the
service industries of Hong Kong. &
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Servicing China: Prospects and Challenges
Conference on China's ser‘vice industries
FERGEYERATRFE
FEESE¥RREBFALY

The Hong Kong General Chamber of Commerce and Hong Kong Coalition of Service Industries will
jointly present a high-level Conference “Servicing China".

EREBHREEEREEHESHFIRPREAE=EREE

Date : 22 October 1997 (Wednesday) HI : 19975 10A 228 (2#H=)

Time : 9:30 am. to 5:30 p.m. | Db g b gk
Venue: Sheraton Hong Kong Hotel and Towers g : T wE
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Keynote Speaker:
Vice Minister She Jianmin EilEE
Vice Minister, State Planning Commission LWl El ¥4

Head 9f the Tertl'aryf Industries Leading Group of the State AR+348 40 2
Planning Commission P
HESEY- =Xy
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Other Speakers (ifvited):

Lan Shiliang __, Director, Offic€ of Tertiary S (
Indusmes
S [ 53118 I
Ning Jizhe Office of Tertiary Industries, SPC
Lee Sands Chairman, International Trade -
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: Practice, Mayer, Brown & Platt
K € Kwok Chief Economist, Standard
' Chartered Bank;
William Huang Director, Jardine China
Linus Cheung  Chief Executive, Hong
- Telecom

Platt 2 &)

22 g

N

Topics:
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opporiunities for fore; M _
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iz Prospects and challenges of China's tertiary ™= K2 g 5 g aie ' EEWHHE
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w  Modernising China's financial services . %‘E 7 }Ui

r  Expanding the distribution industries :

i Information and communication services 2] 15 S & A <Ml 717%

For service industries policymakers and practitioners, this is a conference not to be missed. For further

information, please contact the Hong Kong Coalition of Service Industries (Tel: 2823 1228 Fax: 2527 9843).
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INDUSTRY I3

A Comparison of Hong Kong
and US industries:

Interview with Professor Richard Lester

rofessor Lester led both the

influential Made in America

research in the US industries and
the recently published Made by Hong Kong
study. In an exclusive interview with The
Bulletin's Editor Raymond Cheng, Professor
Lester compared key elements of Hong
Kong and US industries, as well as offering
insights on other important issues.

Q: How would you compare the
attitudes of industrial entrepreneurs in
Hong Kong and the US?

A: | think entrepreneurs sound and do
similar things wherever they are. | don't
think the nature of entrepreneurship is
fundamentally different in the two places.
One point that came out quite strongly from
our Hong Kong research had to do with
human resources, where we found
generally less inclination and willingness
to invest in training, career development,
and even in the development of financial
or other incentives for employees to
improve their skills and capabilities. We
found less of that in Hong Kong, not only
compared with the US but also compared
with other societies or states in this region
and in the world.

Q: Does that means business owners in
Hong Kong are more short-termed?

A: In the past they did not find that
investing in human resources a profitable
thing to do whereas one finds that in the
US. At least some companies in the US
have found that the systematic
development of human resources for
developing skills, capabilities and
employee commitment to the enterprise a
very important part of their strategies.

Q: What are the main differences
between the US and Hong Kong industry's
financial structure?

A: Certainly, the financial structures are
different. The small family-owned firms are
much more important part of the industrial
sector here in Hong Kong than in the US,
although there are some important
contributions from small family-owned
firms in the US too. The relative importance
of large firms tends to be greater in the US.
Q: What have impressed you most about
Hong Kong's industry?

A: [ think the most striking things are the
extraordinary flexibility of these
manufacturers, the speed with which they
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Professor Richard Lester FIH4s3#%

responded both to opportunities and to
problems, and the flexibility with which
they operate on a day-to-day basis. These
are the things which everybody comments

on and so is not a surprise, but nonetheless,
they are very impressive.

Q: How should Hong Kong industries
respond to changes in China?

A: First, we have to recognize the close
interdependence between the two. Second,
we have to recognize that the greatest asset
Hong Kong has is the location, the economic
entity, the rule of law, the transparency of
government processes, the independence of
the judiciary, the ability to enforce and
monitor business contracts, as well as the
ability for information to flow freely. They
are the greatest strengths of Hong Kong today.
Even from China's point of view, it will be
important to sustain those characteristics.
Q: Finally, Can you give some advice to
Hong Kong industrialists?

A:  Ifl haveto say just one thing, it would be:
Don't assume what brought you success in the
past will bring it success in the future. |
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INDUSTRY I3

HK’s Biotechnology Industry:
an entrepreneur’s view

Thomas Cheung, Managing Director, Innomed

ince the 70s, the United States has

been initiating technological

reforms centering on information
technology. Developed countries in the
West all directed their economic
development towards the technology, and
had successfully established a number of
enterprises monopolizing the world’s
information technology market.

Having comparative advantages in
terms of resources and scientific research,
European nations and the US also hold a
safe lead against their Asian counterparts
in both medical science as well as
biotechnology.

Biotechnology is essentially the
application and commercialization of
research achievements in biological
science, and can be applied extensively
in fields such as agriculture, medical
treatment, environmental protection etc..

Extremely high costs of labour, land,
and property are pushing up operating
cost. As such, Hong Kong’s
competitiveness in the international

market is undermined. After the handover,
the property market will have to struggle
through a low ebb after having
experienced a prolonged climax. The only
solution for Hong Kong’s economic
development rests in the construction of a
high-end structure in line with
technological evolution, in the effort to
intensify the role scientific technology in
Hong Kong's structure, as well as in the
promotion of high value-added
technology-based industries.

In the 21st century, biotechnology
industry will become another shining star
after information technology. It is therefore
up to Hong Kong to exploit the advantage
brought about by the reunification, and
grasp the moment to maintain and
reinforce its own competitiveness in the
international arena.

Difficulties in developing
biotechnology in Hong Kong

The “positive non-intervention” policy
adopted by the colonial government has
rendered Hong Kong's technological

development in lacking long-term
planning, land and financial resources. As
Hong Kong is short of infrastructures
essential for the development of
biotechnology, the foundation for research
and progress is weak. Such being the case,
developments in biotechnology rely on the
efforts of a few industrialists and
businessmen. Our development not only
lags behind that of our neighbours such as
Taiwan and Singapore, but is lack of any
long-term planning.

Biotechnology involves not only huge
capital injection, but also bigger risk in
comparison with other forms of
investment. In Hong Kong, enterprises can
generally obtain desirable returns for their
investments in infrastructure, trade,
finance, real estate etc. It is also fairly easy
for companies involving in such projects
to acquire loans and finance from the
market. In the West, the majority of
technology companies are able to enlist
support from Venture Capital Funds at the
initial stage of their establishment, and
receive back-up in management and other
aspects of business operation.
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It is therefore important that while
embarking on the development of
biotechnology industry, an environment
enabling the existence of these funds must
be created so that there will be channels
from which promising projects can raise
sufficient finance. In this connection,
people with vision have recently proposed
the setting up of a second board stock
market to offer active support to
biotechnology industry and the
establishment of Venture Capital Funds.

Conditions in favour of the
development of biotechnology in
Hong Kong

It is only under favourable social and
economic conditions that biotechnology
industry can prosper. These refer to an
efficient capital market which facilitates
financing on one hand, and advance
information infrastructure which enables
convenient exchange of information on
the other hand. Other indispensable
factors include a mature free market
economy and financial system, low tax
rate and a simple taxation system, a sound
legal system, an accounting system of
international standard, and last but not the
least, a comprehensive and efficient
transportation network. The fact that Hong
Kong possesses every quality mentioned
above makes the SAR a sound social and
economic entity for establishing and
nurturing biotechnology industry.

As far as biotechnological
development is concerned, high caliber
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people in scientific research are essential.
In fact, quite a number of Chinese are
working in world renowned
biotechnological research institutes, and
many of them are top scientists in the
discipline. Given the excellent working
environment Hong Kong now offers, the
ways of living as guaranteed by the
principle of “One country, Two systems”,
and the fact that these people in general
are eager to contribute their effort in
scientific research to their motherland,
Hong Kong is fully qualified as an
important base for overseas Chinese
scholars and professionals in the field of
advanced technology.

China Connection

Furthermore, Hong Kong enjoys one
more major advantage, its intimate links
with mainland China, which is unique in
the region. Being geographically adjacent
to China, Hong Kong is an extremely
convenient starting point from which
people can travel to all parts of the country.
The good tradition in scientific research
in the mainland (including experienced
personnel and scientists) can add to Hong
Kong’s effective management skills and
together create the favourable
environment for biotechnological
development.

With an aim of promoting the
development of advanced technology in
Hong Kong, the Hong Kong University of
Science & Technology was founded in
1992. Within the University, there are
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faculties such as biochemistry, biology, and
chemical engineering. The Hong Kong
Institute of Biotechnology Ltd. was
established more or less the same time.
With the establishment of these institutes,
Hong Kong can nurture its own research
personnel in biotechnology for its own
benefit. Also in the same year, a
Biotechnology Committee was set up by
the Hong Kong government. As an advisory
body to the Authorities, the Committee
evaluates for the government industrial
investments and development projects
related to biotechnology. Since 1992, it has
been supporting quite a number of projects
relating to the discipline. As the HKSAR
government has shown active support in
the development of high-end scientific and
technological industries, the prospect of
biotechnological industry will be bright.

It is said that the 21st century is the
Asia-Pacific epoch. Being the hub of the
Asia-Pacific economy, China is the market
into which countries around the world
strive to enter. As with other industries in
China, biotechnology industry have great
potential for growth. As far as China is
concerned, Hong Kong has advantages
over its competitors. Engaging in the field
of biotechnology can not only lead Hong
Kong’s economy onto the technology
highway, but also transform the city into
the biotechnological base of the Asia-
Pacific region. Hong Kong will eventually
be exporting technology to other
neighbours, and become the promoter of
biotechnological development in the
region. |
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CONGRESSIONAL STAFFERS' VISIT Z#E8IERR

Long running programme
wins applause

udging by the reactions of

participants, the tenth and latest

sponsored visit by US
Congressional staffers to Hong Kong and
Southern. China was another success story
for the long-running familiarisation
programme.

As the first visit arranged after the return of
Hong Kong sovereignty to China - it took place
from August 12 to 16 - it was viewed by all
involved as an important opportunity to get
the Hong Kong message across in the US.

And by the visit's end, it appeared to
have paid off with the 12 delegates
generally well pleased with the
information they received and the levels
of access they had to prominent local
community leaders.

One member of the group, Mr Horace
Cooper, the legislative Counsel to
prominent US Congressional
Representative, Dick Armey, took time out
during the recent visit to speak to RTHK's
Radio Hong Kong on the issues involved.

He said he was impressed with what
he had seen during the visit, the
interviews conducted with prominent
community, business and political
leaders, and the developments occurring
in Hong Kong and across the border in
Shenzhen.

But most of all he said he had been
impressed with the level of confidence that
existed in Hong Kong, especially when
compared with the impressions sometimes
received overseas.

Chamber Director, Dr Eden Woon,
said the purpose of the visit was to allow
the visiting staffers an "on the ground"
assessment of the political, economic and
social situation in Hong Kong.

"The views of the United States
Congress towards Hong Kong and China
are critical to the economic well-being of
Hong Kong," he said.

"We are very confident that after this
visit, the staffers will take back to Congress
the view that Hong Kong is vibrant,
diverse, and doing just fine after the
Handover."

Learning on the job: US Congressional staffers visit the City University of Hong Kong.
Delegates were warmly welcomed by University Vice-president, Professor Enoch Young

(centre) and students.
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The Congressional Staffers' Visit programme
is a series of visits organised by the Hong Kong
General Chamber of Commerce, the Chinese
General Chamber of Commerce, the Chinese
Manufacturers' Association, the Federation of
Hong Kong Industries with the support of the
Hong Kong Exporters' Association and Vision
2047 Foundation.

Its main aim is to promote closer links
and understanding between the US
Congress and Hong Kong/Guangdong and
to enable US Congressional Staffers to
assess for themselves current economic
and social developments in Hong Kong
and Southern China.

At the end of their visit the delegates said
that the orientation programme was very
informative and useful in that it allowed them
to assess on the ground the current political
and economic developments in Hong Kong/
Southern China.

They hoped that the Hong Kong
sponsors and organisers could continue
the programme so that more staffers from
the US Congress would have the
opportunity to participate in it.

In general, the delegates perceived the
programme as a good opportunity for them
to learn more about Hong Kong. Some
also said that the programme allowed them
to establish friendship and personal
contacts with relevant authorities and
people in Hong Kong, and it was essential
to maintain the relationship in the future.

Delegates were interested in the major
changes, if any (such as changes in
leadership and political climate), after Hong
Kong's handover to the Chinese sovereignty.

They thought that the US Congress
ought to keep a close eye on Hong Kong's
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Welcome: Mr C C Tung, Vice-chairman of the
HKGCC General Committee (left) and Dr
Philip Wong, Vice-chairman of the CGCC co-
hosted the welcome breakfast meeting on
August 11.
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future developments, but they would
minimise their influence on the Sino-Hong
Kong relation as which might in turn be
detrimental to the situation.

They were also generally surprised that
the majority of the meeting hosts kept on
saying that everything was great in Hong
Kong and it seemed to some of them that
these people might be too optimistic about
Hong Kong's future.

The staffers were generally in favour of
renewing MFN status for China, although
there were different views on the possibility
of granting permanent MFN for China.

Importantly, many of the visiting
staffers work in trade-related committees
and are particularly responsible for foreign/
international trades, foreign affairs, MFN
trading status, and commerce issues.

Visiting staffers included: Mr John
Frederic Steele, Legislative Assistant (Rep
David Mclntosh's office), Mr Michael
Drobac, Legislative Assistant (Senator
Gordon Smith's office), Mr Charles
Bancroft JR Cushman, Legislative Assistant
(Rep David Price's office), Ms Lynn
Hargroder Hershey, Chief of Staff (Rep
Chris John's office), Mr Booth Jameson,
Legislative Director (Rep Michael
Castle's office), Mr Dave Schroeder,
Legislative Director (Rep Brian Bilbray's
office), Ms Marie Wheat, Legislative
Director (Rep Steve Largent's office), Ms
Julie Hershey, Legislative Assistant (Rep
Joseph Pitts' office), Mr Dave Olander,
Legislative Assistant (Rep Wally Herger's
office), Mr Horace Cooper, Legislative
Counsel (Rep Dick Armey's office), Mr
Megan Ivory, Legislative Assistant (Rep
Jim Ramstad's office), Mr Jason
Matthews, Legislative Assistant (Senator
Mary Landrieu's office). =
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JOINT ASSOCIATIONS
FAREWELL
US CONGRESSIONAL STAFFERS

... and farewell: Mr David Rimmer, General
Committee member (centre), Mr Henry Tang,
Chairman of the Federation of Hong Kong
Industries (second right) and Mr Ho Sai-chu
hosted a farewell breakfast for the staffers.
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American connection: Mr Robert Dorfman,
Chairman of the Chamber's Americas
Committee, and representative for the Vision
2047 Foundation hosted a lunch meeting at
the Hong Kong Club on 12 August.

ENEE  FEXNZEEEIELBAXERRE
2047 HERRN S A 12 AREEGHRTESE
FEBEE -

Press approach: Mr Liu Kin Ming, Vice-
chairman of the Hong Kong Journalists
Association, briefed the delegates on
Hong Kong media.

BEWBHE  ERLENEREREERLLENE
SENENBABEHEOBR -
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STAFF ACTIVITIES ETEH

After a tough business week its ... Summer Fun

hamber staff pride themselves on
teamwork and good service during

the business week as they strive to provide
Chamber members and clients with all the
products the Chamber offers.

But it was another side to staff activities
- the ability to relax and have fun together
during leisure hours - that was most in
evidence at the annual Staff Summer Outing.

Sunshine may have been in short supply
during Hong Kong's wettest summer on record
this year, but there was plenty of sunshine and
bright smiles at this year's special event.

Held at the Gold Coast Yacht and
Country Club at Tuen Mun on Saturday,
July 26, the Summer Outing was attended
by 132 staff members and their families.

Kids of all ages were everywhere in evidence
as they tried to out do each other in sports and
games, special activities in the Children's
Playroom and a special photo competition.

Highlight of the day, however, was the
first-ever quarterly staff combined birthday
party, with 21 birthday boys and girls able
to celebrate their special days with
colleagues and family.

The special prize birthday gift - dinner
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for two at the Gold Coast Yacht and
Country Club - was drawn on the day and
won by Bonnie Kong Po-yee from the
Certification Office at Mongkok.

After being picked up by coach in Tsim
Sha Tsui, staff members and their families
arrived at the Country Club ready to
engage in a strenuous round of activities,
as well as good food and drink.

Special group activities included
private rooms for mahjong and karaoke, a
wide range of sports (swimming, exercise
in the gymnasium, tennis and squash), a
flea market and leisurely seaside walks.

For relaxation there was the Country
Club's spa and library, a roof patio with
sea and sunset views and a band
performance in the Club's lobby.

Other special programs for Chamber staff
and their families included drawing and
games for the kids in the Children's Playroom
and a Photographic competition with three
prizes to be awarded at the annual Staff Party.

As the sun was going down, the Summer
Outing came to a close with a barbecue
buffet at the Pearl Ocean Restaurant and the
special Staff birthday party celebration. H
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Happy Birthday: The first quarterly
staff birthday celebration.
ERRBERSEABERE L [S27]
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Director's duty: Chamber Director, Dr Eden
Woon, speaks to Chamber staff and their
families...

FEHRAFUBRTARERRERF

EEL

Sing-a-long: Karaoke was a popular pastime.
+H OKIEFRfE

Playtime: Little kids had fun in the playroom...
PEEBERE NBE R

ELRE!

... and some bigger kids as well.
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Tips for marketing to Asia Consumers

or many multinational marketing

companies, Asia offers a very

attractive market but it is not one
which is easily understood.

To help members better understand
this important issue, the Chamber's Asia
Committee organised a roundtable dinner
featuring a presentation on "The
development of Asian Consumer Markets".

Presented by Mr Peter Gale from
international market research firm AG
Neilsen SRG, the event was held in the
Harcourt Suite at the Hong Kong Club on
15 July.

Mr Gale, a director of AG Neilsen
Hong Kong, has extensive experience in
consumer marketing in Asia and in the UK,
having previously worked for a major
supermarket chain in England. He has
worked in Hong Kong for the past 3 years.

Chamber members from the retail,
finance, banking, accounting, real estate,
trading and numerous other sectors
attended the dinner, including
representatives from Marks & Spencer,
Ernst and Young, Brooke Hillier Parker,
Hang Seng Bank, Christie's, On Kun Hong
among others.

While Mr Gale shared much of his
expertise in the area of food and beverage with
the audience, he also gave a useful analysis of
the general retailing scene across Asia.
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Peter Gale

Mr Gale said that Asia offers the largest
consumer markets in the world, and
opportunities come with economic growth
which is higher than not only the
industrialised countries, but also developing
countries on all other continents as well.

Mr Gale looked at the structural changes
in Asia which affect retail developments. He
pointed out that while growth is a common
feature for many Asian countries and regions,
they are far from homogenous.

For example, while Hong Kong has a
much higher percentage of TV ownership
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than Taiwan, but the latter has a far higher
car ownership.

Supermarkets' popularity give Hong
Kong's self service trade a commanding 83%
of share of food categories, Taiwan's self
service trade only has 46% of the market.

Moreover, the market structure of Hong
Kong's supermarkets is highly concentrated,
with the top five chains holding some 75%
of the market share for food accounted for
grocery trade, the market is more
fragmented in Taiwan, with the top five
accounting for only 41% of the market.

Mr Gale added that the criteria for
consumers' choice of supermarkets had
changed from the 1980s. While price
remained a key consideration, cleanliness
and efficiency of check-out have become
major concerns for consumers, while the
priority consumers gave to a wide variety
of products dropped, Mr Gale said.

Mr Gale also described several key
retail developments in Asia, including:

e the continued relaxation of retail
investment restrictions in Korea,
Philippines and China

e growth of multi/international
retailers

e focus on growth through new store
opening

e supply chain developments.

e Growth of New Store Formats H
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Customer Driven: Directions
for Information Technology

By Raymond Cheng

early computers which could only be

imagined by science fictions, from the
day when the Bell laboratory invented the
telephone, computer and Information
Technology (IT) have now become now
part of everybody's lives.

I T came a long way. From the huge

The development of computer and IT
has been a story of convergence and
satisfying market needs. Word processing
and spreadsheets become part of
Windows, computers work with the
telephone, television and other functions
to become multimedia.

Success in the IT industry often come
from matching customer needs with
technology, according to Mr Jimmy
Wong, General Manager of Microsoft
Hong Kong.

"We always ask the question: can you
supply what the customers want? We are
customer driven. We find out the direction
as to the need of the market, then we
develop the technology," said Mr Wong.

"There are always new products in the
market, and competitors always get better
with new products. This is the short term
market situation. But the most important
point is long term commitment, and users
will gradually see the advantages.

A key factor behind Microsoft's success
is that it adjusts strategy according to
market needs, said Mr Wong.

Development in software need to
match the development of hardware,
because powerful software needs large
hardware capacity, Mr Wong stressed.

"Microsoft Windows is able to integrate
different software so that everyone can
easily use them. In the early 1990s, the
success of Windows was a milestone, but
that was when hardware processor had a
memory improved so that our software
could run quickly," he added. Microsoft
Windows is now found in over 80 percent
of personal computers worldwide.

IT's application is indeed wide-
ranging, it can also help companies to

General Manager of Microsoft Hong Kong, Mr Jimmy Wong
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save costs and increase efficiency more
directly.

"The computer is doing a lot of things
in the background, the face of computer
that most people see is only a small part
of it." said Mr Raymond Ho, Business
Analyst of IT Consulting firm Datapro
Information Services.

" Let me give you an example. Hong
Kong's Trade Link is a service made
possible by IT to improve efficiency for
trading firms. For processing documents,
the traditional way was that different
companies and government departments
has to process a form, a physical piece of

paper.

"Imagine the time save if the piece of
paper that used to travel across town
several times can be replaced by sending
it electronically via the computer. In a
competitive market, timing is very
important," Mr Ho said.

Another useful application of IT is
"data-mining". For a bank, If you to want
to market a credit card, you have a target
market. A bank actually has a wealth of
data from its own customers already:
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income, spending habits, account balance
and so on.

"It is possible to 'mine' the relevant
data from a bank's database to target
certain customers. In the past when
computer was not so powerful, you need
people to do it manually", Mr Ho said.

As for the future of IT, Mr Wong of
Microsoft mentioned three areas which
will be major trends:

e Internet developments on which to
build technology for
communication

e Computer's further integrate with
telecommunication

e Information Technology for home
use in addition to commercial use

"In the past, you can browse and
retrieve information from Internet. We
are now introducing an Internet
browser, which is a 'push technology',
in which we reverse the process. We
will deliver the information to you. Any
particular individual only wants and
needs certain categories of information,
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INFORMATION TECHNOLOGY

we can deliver to him every day," Mr
Wong said.

Mr Ho of Datapro said the trend is that
anything 'digital' can be integrated. CTI, or
Computer Telecom Integration, will be a
major direction. "Already some integration
has occurred. For instance, you can browse
a web page, and you can just click on the
web page to dial to the sales representative
of the web page company” he said.

In the US, electricity companies have
wires that can carry telephone signal , it is
possible to make a telephone call from a
electricity outlet. In the past, competitors
of telephone companies are just telephone
companies, but in the future, electricity
companies may also become competitors,
Mr Ho said.

"As the technology improve, the
process of putting more things into a
microchip becomes cheaper. In the past,
you need sounds cards and various
accessories for computers, but now, one
single microchip can perform all the
functions for you.

The trick is to use the computer more
creatively, noted Mr Ho. =]
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HKSAR supports IT
development

he HKSAR Government is seeking

to provide an appropriate

environment to encourage greater
investment in the information technology
(IT) infrastructure, according to the acting
Secretary for Economic Services, Ms Maria
Kwan.

Answering a question from Dr Yeung
Chun Kam, in the Provisional
Legislative Council (PLC), Ms Kwan
estimated $18.9 billion would be
involved in telecommunications
infrastructure between now and the year
2000.

She also outlined the work being done
by Government departments in attempting
to encourage the information technology
sector in the Special Administrative Region
(SAR).

In his question, Mr Yeung noted that
in the Chief Executive's speech to the
ceremony to celebrate the establishment
of the Hong Kong Special Administrative

Region he had mentioned the world was
entering an information era.

Mr C H Tung added that positive
measures must be adopted to encourage
investment in the information industry and
related infrastructure, as well as nurture
expertise in this area.

Mr Yeung asked the Government to
give: (a) the details and scope of
"investment in the information industry
and related infrastructure" mentioned by
the Chief Executive; and (b) the specific
measures which the Government will
adopt to encourage investment in the
information industry and related
infrastructure?

In her reply, Ms Kwan said the
Information Industry can broadly be taken
to include content provision, information
conveyance, information utilisation, and
support for these services.

Investments in the information

infrastructure could cover the following
areas: (a) the physical infrastructure,
such as the telecommunications
networks; (b) the applications and
services that use the physical
infrastructure for information
conveyance, such as video-on-demand,
home-banking, home-shopping, tele-
medicine etc.; and (c) the supporting
services which facilitate further
development of the information
industry, such as equipping the
workforce with the necessary skills to
support and service the information
infrastructure.

"The Government seeks to provide an
appropriate environment to encourage
investments in the information
infrastructure," she said.

"Investments in the Hong Kong
telecommunications infrastructure, the
vital support for the information
infrastructure, is estimated to total some
$18.9 billion for 1997-2000."
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Ms Kwan said the Industry Department
and seven of the Government overseas
Economic and Trade Offices are actively
engaged in encouraging foreign investors
to invest in the information technology (IT)
and telecommunications sectors in Hong
Kong.

The Industry Department is also
nurturing expertise in IT in many ways.

With the establishment of the
Industrial Support Fund in 1994, it has
supported 26 projects in the IT sector and
four projects on telecommunications at
a cost of $71 million and $96 million
respectively.

The Applied Research Council,
established by Government to provide
loans to private sector technology
ventures, has so far supported nine
ventures in the IT/telecommunications
field.

The Hong Kong Productivity
Council has also been active in
promoting the application of IT in Hong
Kong industries through the provision
of training and consultancy services to
clients in the manufacturing and
services sector.

As part of the overall package to
encourage investment in industry,
Government has also established three
industrial estates which offer land at
development cost for industries,
including IT, which meet the criteria for
allocation.

The IT industry also benefits from office
accommodation and other services
provided by the Hong Kong Industrial
Technology Centre.

The Government is actively planning
for a science park.

The Office of the Tele-
communications Authority has
established an Information Infrastructure
Advisory Committee (IIAC) in March
1997 to map out a blue print of a
physical infrastructure and regulatory
environment in which investors may
compete fairly and earn a reasonable
return on investment.

Three task forces and nine working
groups have been set up under the IIAC to
tackle individual issues on a more detailed
and technical level. By March 1998, the
IHAC will produce a report setting out its
recommendations.

The Chief Executive has also
announced that the Government proposes
to set up an Information Infrastructure
Coordination Office (11CO).

This initiative illustrates the importance
which the Government attaches to
promoting the development of information
infrastructure in Hong Kong.

Details concerning the [ICO including
its responsibilities and its logistics are still
being finalised. The Government is
intending to make further announcements
in the near future on this. ]
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Development trends for home
and business computers

Michael Mak, Managing Director, Acer Computer (Far East)

he future development of computer
will cater for two markets: business
computer and family computer.

In the business field, computer has
become an integral component of office
equipment in enterprises of all sizes. With
every breakthrough in technological
development, the application of computer
is being broadened and diversified. In
future, rapid developments in business
computer application in forms of E-
Commerce, video conferencing, down
sizing as well as client server architecture
can be expected.

As far as E-=Commerce is concerned, it
includes internet shopping which is at the
early stage of development, internet
ordering, internet trading as well as
internet banking services which is at the

moment being vigorously exploited.
However, such developments are being
bottlenecked by problems such as the
confidentiality of pass codes and personal
data. In view of the current pace in
technological development, a
comprehensive E-Commerce system is just
round the corner. The emergence of video
conferencing is good news to international
enterprises and companies actively
engaged in overseas trade, through which
expenses incurred in overseas business
trips can be reduced. Unfortunately, the
system has not yet been widely accepted
and adopted due to the cost factor on one
hand, and band width within the
communication network coursing defects
in image display and sound quality on the
other. However, with the ever advancing
technology, CPU speed and functions will

Multimedia and design: important elements for computers of the future.
EHNBRREREESEBRR

experience continuous improvement, as
will multi-media hardware and software.
Moreover, network subscription fee is
expected to reduce, hence activating the
role of video conferencing in business
application.

With the popularization of business
computers and the ever powerful functions
of client servers, staff within a company
can, whenever necessary, gain access to
a network of software, programmes or data
formed by the linking up of a group of
personal computers to a server installed
with various hardware and software. This
serves the purpose of sharing company
resources on one hand, and improves the
flexibility of system upgrading and network
processing on the other. Through such a
network, productivity and efficiency can
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be enhanced with a fairly low cost,
affordable to enterprises of all sizes.

With respect to family computer, its
application is no longer confined to word
processing, producing spreadsheets, or
playing games anymore. With the production
of “multi-media family computers” ,
computers come to serve a variety of purposes
including the provision of facsimile service,
telephone service, movie entertainment,
internet browsing, and even audio-visual
facilities. (Whether work or entertainment,
every family member can stay indoors, saving
the trouble of travelling.) Family computer
will become part of people’s life, just like
household electrical appliances. To qualify
itself as a kind of household electrical
appliances, a family computer must also
possess plug-and-play capability, be easy to
install and operate. Once basic requirements
are met, a family computer must then has its
feature enchanced, its CD drive being
speedy up, its surround sound acoustic effect
refined, its computer screen resolution degree
alleviated, and with built-in 3D image
accelerated display. Among all other
developments, the future development of
family computer must be a mainstream one
that is closely linked with that of audio-visual
systems. The appearance of the computer
should not be neglected as well. There should
be more options and colour from which every
household can pick out one which perfectly
matches and merges into their home design.

Overall speaking, whether it is for business
or family purposes, computer development
will without doubt be more customer-oriented
with increasing simplicity and ease in
operation. When combined with state-of-the-
art developments in telecommunication and
multi-media technologies, computer
application in the fields of entertainment,
information and education will definitely be
enhanced, and the potential of multi media
will be fully realized. =
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Who supplies
the brain power
in Hong Kong?
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JOS endeavours to continuously improve the service delivery through developing close relationship with the customers.

JOS
Technology In
the IT Business

JOS Technology Group

an annual turnover of over US$500 million and employs over 2,000
staff in its operations in Hong Kong, Malaysia, Singapore, and the
Philippines.

' OS Technology Group is a leader in the IT field. The company has

JOS specialises in the distribution of information technology products
and services throughout the regime, with a particular focus on office
automation, computer, telecommunication, and consumer electronics
and services. In Hong Kong, JOS is the largest supplier of personal
computers.

The Company is part of Jardine Pacific, the trading and services arm of
the Jardine Matheson Group. Managed from Hong Kong, Jardine Pacific's
businesses employ over 70,000 people in some 20 territories with particular
empbhasis on the Pacific region. |
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Your business can show
Net gains with Hongkong Telecom IMS -

Internet Business Solution

Hundreds of corporations today successfully use our ff = S ST T e e e e me el E -1
Please fax this coupon to 2962 5627 and indicate the area of your interest.
Internet / Intranet business solutions to achieve new goals and [ Tncermer Leased Lines [ On-line Advertising Services
discover new markets. [J Intranet Solutions [ Security Consultancy
We provide your business with everything it needs to (] Web-site Design & Hosting U1 Interner Roaming Service

s . Internet Trainin,
capitalise on the emerging Internet markets of today, tomorrow [ o

and beyond. Name:
For further information, please call our service hotline at Title:
2888 6088 or fill in the coupon and fax it to 2962 5627 or check Company:
out http://business.netvigator.com Tel: Fax:
L o e e o e o o T

HONGKONG TELECOM IMS YOUR ONE-STOP INTERNET BUSINESS SOLUTION!
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HK's Interactive TV A World First

Dr William Lo, Managing Director, Hongkong Telecom IMS

has entered a new information era.

The advancement of technology, the
increasing penetration rate of computers, and
the general awareness of social and personal
needs come together to form a force pushing
the whole world into this digital information
age. What is even more alarming is the
possibility of being left out or left behind in
the fast improving world. Hong Kong too
has to face this significant challenge.

I t is almost a consensus that the world

Hong Kong has long been accredited
for its dedicated and diligent workforce.
Thousands of Hong Kong small to medium
size businesses in the sixties and seventies
managed to continue their operations by
their quick response to the global demand
and relatively cheap labor cost. But these
factors have gradually lost their
importance in the evolving market place.
In order to keep flourishing in this new
world order, Hong Kong has to be

R E G

proactive in responding to the universal
needs. The development of digital
information technology is one key factor,
if not the most important one, to keep
Hong Kong and its businesses ahead of the
other countries, particularly those in the
Southeast Asian region.

Hongkong Telecom (HKT) has a long
history of being a dedicated corporate
citizen to serve and invest in Hong Kong.
Back in 1993, Hongkong Telecom has
completed a very important project to
completely transform the telephone
network into a digital one, enabling Hong
Kong to become the first city in the world
to enjoy a fully digitalised network. Since
then, HKT has also been working on the
development of a broadband network
through which Hong Kong people will be
provided with more speedy and advanced
value-added services. Further more,
Hongkong Telecom IMS (IMS) - the
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interactive multimedia subsidiary of HKT -
has also invested over $1 billion in the past
three years to develop a top of the class
digital interactive TV (iTV) technology,
riding the "information superhighway"

broadband network operated by HKT.

When the service is launched in Oct/Nov,
Hong Kong will be the first in the world to
have this state-of-the-art technology.
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At the early stage of the service, iTV will
provide a package of interactive services
including Video-On-Demand (VOD),
Music-On-Demand (MOD) & Home
Shopping. With no time schedule set,
customers can watch whatever they want
whenever they want. During the first few
months, more than 100 movies will be
available, some of these titles are exclusive
for iTV subscribers! iTV also provides
subscribers with almost a personal Music
TV library at home. They can choose
among hundreds of MTVs and karaokes
(Music-On-Demand), and line up to 30
choices to enjoy their favourite songs/MTV
without interruption. With Home Shopping
service available, customers can sit relaxed
at home while browsing through the mall
for anything they need. For the first stage,
a supermarket, a CSL shop, a children
bookshop, a CD shop and a department
store will be included. Customers can
simply select the items and the merchandise
will be delivered, saving the trouble of
traveling and taking loads of goods.

IMS also plans to introduce Network
Games and Home Banking services early
next year. Customers can then enjoy the
fun of playing TV games together with
friends across Hong Kong. They can also
save their precious time by settling almost
all the banking transactions through the
use of Home Banking. Even withdrawals
and deposits can be done by the use of
smart cards.

Although the technology is advanced
and complex, itis actually simple and easy
for customers to install. All they need is
just a set-top box (Digital Smart Box) to
connect the telephone line to a television
set. By using the specially designed
remote control, they can choose among a
wide spectrum of programs, just like
switching channels. Our iTV service is
different to pay or free TV in many ways,
the most important of which is that iTV
will not have a fixed time schedule for all
programs, together with interactive
functionalities like fast-forward, rewind,
and pause. So customers at home can
select any movie/program provided at any
point of time, being completely free from
time constraints. Our slogan "Whenever
you want, whatever you want" depicts
exactly our service philosophy.

By this world-first innovative
technology, Hong Kong will be placed
ahead of the world as the global pioneer
in the sectors of information technology,
finance and entertainment. And the
lifestyle of Hong Kong people will
definitely be further enhanced in a much
more relaxing, entertaining, educating and
rewarding manner. |
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7IT and the MTR

o plan and support the

transportation for 2.4 million

people is not an easy job, but the
MTR does this while running their trains
on time every day. The complexity of the
task demand that computers and
Information Technology are heavily
utilised.

There are two streams of computer usage
in the MTR Corporation, the Control system
and Information Service Information
Technology system (IS/IT), according to the
Corporation's Corporate Management
Services Manager Mr Kenny Lau, who is
responsible for the [S/IT functions.

Control system involves much of the
engineering usage of computing, such as
the operation and engineering departments,
signalling, station information display,
electricity and mechanical works, and the
automatic train control.

On the other hand, IS/IT involve
management services, including general
purpose management information,
planning, the maintenance department's
automated operation system, front line,
and even the customer service hot line
voice recognition answering system.

"We have a programme to capture
customer's statistics. For example, we want

to find out from which station and from
which entrance are the bulk of the
passenger traffic flow, how many
passengers are travelling along the Nathan
road corridor during peak hour. We need
to plan ahead to see if there are too many
passengers for any existing routes, and
where shall we add extra exit for a
particular station? " he said.

Information Technology is also
important to the revenue system. For
instance, the Octopus smartcard has a built
in microchip that allows "contactless" fare
deduction. The card serves as a multi-
journey stored value ticket for several
forms of public transports including the
MTR, the KCRC East Rail, KCRC Light Rail,
Kowloon Motor bus, Citibus and Hong
Kong and Yaimati Ferry.

Mr Lau stressed that ultimately,
Information Technology serves to help the
Corporation fulfil one of its three core
competencies: railway operation which is
safe, fast and reliable; continuation in
building railway extension; and property
development to capture passenger flow.

"We apply Information Technology to
different departments, which are our
customers," said Mr Lau.

Mr Lau pointed out that the MTR
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IT is important for the MTR
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Corporation will not go and buy a
technology simply because it is new and
looks clever, but will only consider it when
there is a particular need to be served. "If
there is such a need, then we would look at
which Information Technology is most
suitable for our purpose, but we will not have
IT driving the business."

"For example, if there is a specific
system requirement, and there is
satisfactory evidence that we need a
particular technology, then we would
consider it," he said.

"We are running the MTR Corporation
on prudent commercial principles. We
always place priority on the need of our
business mission," Mr Lau said. |
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Electronic Commerce

Steve McKay, Director of Andersen Consulting's electronic commerce practice in

Greater China and ASEAN.

here are few topics that receive as

much press and hype these days as

the Internet. And where the Internet
is mentioned, of course Electronic
Commerce (or eCommerce) is sure to
follow. eCommerce is enabled by
emerging developments in technology, but
it is more importantly a topic that should
be of careful consideration by the top
executives of your organisation, including
the CEO, strategic planning directors,
marketing channel directors, and of course
the CIO.

The key assertions we put forth in this
article are:

1. Convergence (of communications,
computing, content/knowledge) is
what has led to the explosion of
Internet usage and electronic
commerce;

2. From a business perspective, the
impact of convergence will
eventually leave few dimensions of
your business untouched; it should

be an integral part of your business
strategy, not a sideline activity;

3. From an IT perspective, success
will be determined by your ability
to shift from the back room to
center stage to ensure complete
alignment with fundamental
business objectives;

4. The only mortal sin is to sit still and
not act. The suggested response is
a two-pronged approach consisting
of an opportunity assessment and
strategy, and iterative technology
prototypes based on a partnership
between IT and the core business
functions.

Then determine what your
competitive response will be, and
when you will make your move.

Context: eCommerce and Convergence

Broadly speaking, eCommerce is the
conduct of business involving an exchange
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Steve McKay, Andersen Consulting
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of value over an electronic medium.
Given this broad definition, it becomes
clear that many companies have
participated in electronic commerce for
decades. For example, the majority of
transactions in financial markets have long
occured via electronic media. The major
differentiator of today's revolution in
eCommerce, however, is the ability to
conduct business over open, ubiquitous
networks from a wide variety of access
points and devices. Conducting business
over the Internet is one example. Public
kiosks, interactive television, emerging
cellular communications services, and call
centre integration with phone shopping/
banking are others.

At the heart of the explosive growth in
eCommerce activities is the notion of
Convergence: the simultaneous coming
together of inexpensive and increasingly
powerful forms of computing and
communications, along with engaging
forms of content / knowledge such
applications and services on the world
wide web (WWW).
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Whereas the Internet was born out of
the joining together of powerful and
standards-based communications and
computing technologies, it was the
content/knowledge component of the
world wide web that led to the explosive
growth in Internet usage and electronic
commerce opportunities over that
medium.

Business Strategy Perspective

Organisations that are most successful
in their adoption of modern eCommerce
are those that have made eCommerce an
integral part of their fundamental strategic
planning activities and a feature it
prominently in their marketing channel
strategy.

We encourage business leaders to
consider the following questions and
means by which your business may be
transformed by convergence and
eCommerce:

e Products and Services: What new
products and services can your
business now offer as a result of
electronic commerce?

e New Markets: What new markets
will be available to you, and how
may your existing markets change?
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¢ Relationships: How can you
actually leverage technology to
improve your relationships with
your customers?

e Markets of 1: How can you target
customers on an individual basis

e New Channels: Which new
channels are opened up to your
business?

e New Competitors: What new
competitors may be looming that
perhaps you didn't need to
consider before?

e New Business Processes: How
may your existing business
processes be improved?

These questions will almost certainly
result in surprising answers, and careful
attention to these considerations should
give you an excellent starting point for
incorporating eCommerce into your core
business strategies.

Information Technology Perspective
Taking a macro-view of the
technology perspective on eCommerce —

which we earlier labeled as the notion of
convergence — we may deduce that this
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is a new wave of computing similar to
the way that client/server was a new wave
of computing in the late 80s and early
90s:

However, when one considers the
magnitude of the fundamental changes in
business as enabled by client/server
computing and convergence there is
simply no comparison. Examine the seven
considerations listed in the previous
section (e.g., products and services,
markets, relationships, etc.). Of these, the
only one that was really relevant with
client/server computing was the last one:
new business processes. Indeed, those
companies that aligned their deployment
of client/server computing with top-down
business process redesign activities tended
to see the greatest return on their
investment. However, unlike the situation
with convergence, they very rarely were
worried about how client/server
computing would fundamentally change
the products they offered, the markets they
competed in, their marketing channels, or
new entrants that threatened their sacred
marketshare.

We assert that your chances of
deriving major business value from
eCommerce are limited unless you align
your IT activities closely with your
business strategy — and therefore do not

| % DA b RIREAE > TR Sy AR B AR
AEIHHE - FREEL E&ES > F G
HEETRENA L T IR0 3T 3RS -

BB

RERBNAEENR  GFIEE TRER
(B SCRBULRERL R AR - BB Rk —
B bR ss s REMEAHER > BN
T AR AR A2 80 AEACAR B 90 FEAR) K
FLEE BB B — B o

SR o AR Ae] IR 4% 1) 5% D ) 3675 T
AR AR T o BB AHR Y — L R R I
SRS . EWBA AR - BF LAL
HE(fln o E R RIRES - WG BRRES
TH) o E P EME AR A B E MR A
IEf EBRMRA - RABRK—IH — isE
ERRF - HHE L - BT RE AR RS
BZER » e AR S inEREER
FFo B b NER SR AR > A
R B E R o AT BRE R
AL BT B BB R R - EA
A8 D 48 A AR e OB A A
WG AL 8 IR E AT L » EAEHE
MEIASCER B RSEK - WS —#H

The Bulletin September 1997 55




INFORMATION TECHNOLOGY

treat IT as a peripheral back room
function. In fact, this is our assertion for
any investment in IT. The IT group must
work hand-in-hand with the business
executives on center stage to share
perspectives on opportunities and plan for
pragmatic solutions to harness those
opportunities. In parallel, they should
spend time prototyping various concepts
and technologies based on early and
ongoing indications from the strategy and
marketing executives.

An Electronic Commerce Action
Plan for Your Organization

Admittedly, business executives are
increasingly tuned into both the
opportunities and the threats that
eCommerce presents to them. As such,
they are increasingly asking their internal
resources and consultants to identify ways
in which they should be adapting (and
even transforming) their core business in
response.

We recommend a two-pronged
approach that has proven successful at
several of our clients. In parallel, we
suggest you:

1. Embark on an eCommerce
Opportunity Assessment / Strategy
Project — set up a team that

BURE R RFE T BT A (R
YT S5 ML o

AT R - BRI T R B L
BRm s - TR ERBERETHED
BB E R KT E IR - e P
Fo > Wik - TEBHCE MR RS
TIREESR - FHL » HEMTEMABIEA
AR BEERE 5 - A7 K ENR
BN R G SR > B E IR B AT
ANBHWFAME > HEBHNERBEGIHRE
R AHARSZE > ERE > LRGET
BRATAT RO MR RO 58 - BRULTI RS BTN
NS REAR SR A ) B N B AR R - M
T T 1) 3% PR AR M B R 2 A TVRH B T
ERIE

[ESFTE] NEFEHEE

MR - AT B — =28 T RSP
AR HE > — R R e R AL
A e 2 AR SR AR I A R - LA
B —ESEE ik > B0 LI
& BEETUE -

g% (885K T) <% btz

includes at least one of your
business development strategists,
marketing channel strategists, IT
executives, and other industry and
eCommerce technology specialists
to determine how your company
could employ eCommerce for
generating business value. Once
the opportunities are identified at
a high level, prepare a cohesive
strategy (including business cases)
that addresses each of the key
considerations listed earlier.

2. Experiment and learn — Get your
business executives and IT group
busy working together to identify
applications and technologies that
may be deployed to support the
opportunities identified in Step 1
above. Continue to iterate with the
group working on Step 1 as you
begin to prototype and pilot
applications and integrate the
underlying technologies. Use
these prototyping and pilot projects
as an opportunity to learn and
iterate to the point where you are
ready to create sophisticated
service offerings when the time is
right.

By following this two-pronged
approach, you will be able to make
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progress on multiple fronts and ensure
that your organisation is not being left
behind. You will avoid the pitfall of many
companies, which is to treat eCommerce
as a technology phenomenon and
therefore spend money on it
indiscriminately without aligning it with
over-arching business objectives. You
will also avoid a situation of "analysis
paralysis", in which the IT group waits in
the shadows while the business
executives pore over their competitive
response. |

Steve can be reached at stephen.d.
mckay @ ac.com.
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Steve McKay 1198 FE5#E % stephen.d.
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Internet Newspapers in HK

By Sochi So, Managing Director, Hong Kong Net Investor

owadays, the computer has

become a very important device

for communication. Transmitting
information through the Internet has
become very popular. More and more
newspapers and magazines are joining the
Internet and going on-line.

Media companies that have become
on-line benefit both the company and
society. The resources needed for
producing the newspapers and magazines
for the company will be less. However,
to use computer as a medium requires first
updating the technology, leading to
additional cost. On the other hand,
Internet publishing benefits the society
with less waste paper rubbish produced.

There is a wide range of different media
on-line today. The choice of newspapers
and magazines on-line is almost the same
as what you can buy at the newspaper
stand and book shop. Sometimes you will
be surprise by what you can read on-line.
You can find a variety of different topics
at the following: http://www.yahoo.com/
news/magazines/

Mr Sochi So is the Publisher of Hong Kong -
Net Daily.
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Although the editorial information for
Internet publishing and traditional
publishing are very similar, there are some
differences:

- Internet publishing highlight the

important topics

- Internet publishing also focus on

several special topics
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- Traditional publishing cover a

more generic variety of topics

As a matter of culture and habit, the
Chinese would interact with traditional
publishing more than Internet publishing,
no matter how similar they become.
Going to a dim sum restaurant, * Yum-cha’,
with a set of newspaper around and
reading the news while traveling is the way
of Chinese lifestyle. In contrast, readers
need to have access to a computer to read
Internet publishing.

From the internet newspaper producer’s
point of view, publishing on-line may mean
less advertisement, specialized and targeted
readership, but also less resources in terms
of both human and material, and higher
technology to be used

From the Internet publishing writer’s
point of view, he or she needs to take
certain adaptations, such as new ideas for
multi media presentation to attract readers,
not just in black and white.

From the reader’ s point of view, there
are pros and cons for traditional and
internet publishing:
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Traditional

— Convenience

— Portable

- Recyclable

— Dirty fingers after reading it

— Space problem for storage

— Cheaper and quick

Internet

— Information can be customized to

individuals

— Clean

— High Technology

— Easy to store

— No extra rubbish

— Some media are free of charge

others charge for subscriptions

— Can retrieve historical information

e.g. http://www.mingpao.com/
newspaper/archives

For people living overseas, Internet is
a easy, cheap and convenience way of
keeping in touch of the happening in their
home country.

For an Internet newspaper to attract
reader, there can be many features
involving:

— Audio - sound effect

— On-line book ordering

http://www.hkstandard.com/
online/deal/requiry.htm

— ldeas/plans/schedule for readers

http://www.b66.com/wedding/
default.htm

— Real Time News — fast and accurate
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— Special Features - free goodies
from reading Internet publishing
http://www.applydaily.com.hk/

— Animation — movement makes the
publishing more effective
http://www.superchamp.com

- For finance: technical analysis,
commentary and software
http://www.hknetdaily.com

Some of the on-line newspaper in

Hong Kong include:
Sing Tao Electronic Daily
http://www.singtao.com/

e Apple Daily
http://www.appledaily.com.hk/

e Chi-Am Daily News
http://www.chiam.com/

e Tai Kung Pao
http://www.taikungpao.com/

*  Mingpao
http://www.mingpao.com/
newspaper

e Hong Kong Standard Tigernet
http://www.hkstandard.com/

e South China Morning Post
http://www.scmp.com/

¢ Hong Kong Commercial Daily
http://www.hkcd.hk/

¢ Hong Kong Net Daily
http://www.hknetdaily.com

What you get from tradition publishing

you will get the same on Internet publish.

The following topics are typical of Hong
Kong’'s internet newspapers(on-line):

— Headlines

— News

— Entertainment

— Financial

— Sports

— Living

— Special Features

— Technology

—  Weather

— Horoscope

—  Classified Post

— TV Guide

Interest

The trend for the young generation is
on-line. Playing and browsing through
Internet have become part of young
people’s hobby. Reading news on-line has
become a relaxation activity for people at
home.

In the future, publishing media on-line
will be more than transmitting information
and news across to the public. Using new
technology and new ideas, reading media
on-line allows the reader to know quickly
what is going on in this world. On-line
media also provide customer service, like
advertising on-line. It is a new form of
service that does not even need direct
connection with the consumer: it is one-
to-one marketing. Other possibilities will
certainly emerge as this new medium
continues to be developed everyday. B
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You've heard about how the internet, EDI and other
technologies will revolutionise global trade. But
how can they make a difference to your business?

If you are in importing or exporting, ASM Group
products and services will make your operation

work better, faster, and more efficiently.
, Asian Sources On-Line and CD-ROMs put
7,000 of Asia's leading manufacturers and more

than 27,000 of their products at your fingertips.

Trade management software from ASM eTrade
eliminates clerical errors, saves time, and adds
manageability to even the largest purchasing
operations (just ask Reebok, the world renowned

sporting goods company).

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

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

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

Interactive
sourcing

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

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

State-of-the-art communications

LCs & Banking THE SM
Control Systems ROUP

The Asian Sources Media Group

http://www.asiansources.com





