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Crisis Lessons: Watch Your Costs

Andrew Brandler

he past few months have stunned us all in the
ferociousness with which markets have charged
in one direction only to turn and head back
the other way. I have a lot of sympathy for those with
job descriptions that are something akin to poking
a tiger with a very short stick. Still, there are lessons
for us all in these times, lessons that will help us to
think through not only our own finances and those of
our businesses, but the public sector’s spending and
revenue structures as well.

One of the lessons we should learn from this
crisis is the dangers of building extra costs into the
foundations of a business. Any business executive
knows that while variable costs may rise and fall with
the economy, fixed costs need to be paid regardless of
prosperity or poverty.

The Mandatory Provident Fund is a case in point. It
was a long, hard battle to win backing for an employee-
and employer-supported pension plan. Slowly, a
consensus emerged that provided a common ground
upon which to build. The timing, however, was against
us. After losing money in its first two years, the MPF
then turned in a string of five positive years in a row.
However, the severe losses recorded in 2008 all but
wiped out the gains since January 2000.

The MPF is now a fixed cost of doing business
in Hong Kong, and we have managed to adjust.
Should we now increase it, or even add an entirely
new bureaucracy and set of compliance costs to our
businesses? I doubt many would agree, even in the best
of times, because we have come to understand that
our competitiveness is constantly being challenged,
and needs constant attention.

Yet, even today, in the midst of the worst economic
environment in living memory, we are hearing
about a new type of mandatory scheme to be funded
by employers and employees alike. This time, the
objective is not individual retirement but healthcare
financing.

Healthcare in Hong Kong is paid for, to an enormous
extent, from general government revenues including
profit and salaries taxes, general rates and income
from land sales and financial investments. While your
Chamber has long argued that there is a lot of room for
improvement, the prospects of building in yet another
fixed cost to the price of doing business in Hong Kong
leaves us feeling a bit ill.

The proposal for a mandatory healthcare insurance
programme, to be paid for through an additional
levy on taxpayers (that is, employees and employers),
does little to broaden our tax base or support
our international competitiveness. Certainly, a
community-wide voluntary health insurance product
with the benefits a large pool can bring to reducing
premiums is worth considering. But, to add new long-
term, firmly fixed overheads to the already high cost of
doing business in Hong Kong makes little sense.

To add new long-term, firmly
fixed overheads to the already
high cost of doing business in
Hong Kong makes little sense.

We support the entire concept of taking a fresh look
at the healthcare services available in our community
—both public and private — and the means by which
users pay for such care. And, we firmly believe
reforming the financing of our healthcare system
is in Hong Kong’s best interests. Yet, the proposals
raised thus far simply won’t achieve those objectives.
If government wishes to earmark a portion of salaries
and profits taxes for healthcare, we can discuss the
pros and cons of tying spending to highly volatile
revenue streams. But, adding an extra burden on top
of those our narrow tax base already bears is a non-
starter.

The discussion among interested groups today
appears to be focused on the source of funds for
healthcare, without adequate consideration of
the cost of services. In light of the global financial
and economic crisis, perhaps it is time to rethink
both the cost and the funding for these critically
important services. Our objective should be to both
ensure continued and high-quality service and to
do so without undermining the competitiveness of
businesses in Hong Kong. ¥
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Economic outlook tops risk concerns for insurers in Asia

The immediate issues arising from the global financial crisis have come to the fore
in the latest analysis of risks facing the insurance industry.

“The global financial crisis has brought issues such as investment performance,
macro-economic issues and risk management into the top flight of risks,” observes Peter
Whalley, Insurance Practice Leader, PricewaterhouseCoopers (PwC) Hong Kong.

Whalley adds: “In essence, this survey highlights the challenges around
sustaining profitability and capital to get through the crisis. The challenges are
unprecedented — in particular, insurers are challenged with downwards pressure on
sales (investment linked being the worst hit), volatile asset values, and escalating
insurance liability valuations due to reduced long term bond yields.”

Conducted in association with PwC, the latest Centre for the Study of Financial
Innovation (CSFI) Insurance Banana Skins survey reveals that without the stable
investment returns that many in the industry have come to depend upon, insurance
companies worldwide are facing an uncertain future in what is proving to be the
worst business crisis in decades.

The current mood in the insurance industry contrasted sharply from the
previous survey in 2007 when the top focus was on operational risks such as too
much regulation. That year, market risks barely featured in the top ten — signifying
a major shift in risk perceptions due to the financial crisis.

From a global perspective, the quality of the insurance industry’s risk
management has risen sharply this year compared to the 2007 survey (it ranks
no. 6 in the 2009 survey compared to no. 14 in 2007). The exposure to complex
risk instruments such as credit default swaps (globally ranking no. 8 compared to

News 1n Brie

HKGCC Members can send their news to editor@chamberrghk no. 19 in 2007) have also increased. There is a strong feeling among respondents,
o O B O SEEREEN particularly from Europe, that the industry is not naturally equipped to enter these
contributions as It sees Tit. . .

00O000000000000000 editor@chamber.org.hkD markets and will have to “go back to basics”.
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Top ten results of the findings from Asia and worldwide

0 Accountancy[] [0 200901 100 (] [0 Managing the pricing cydle 000000

oooooo0on www.icaew. 0 Political risks 0 0 0 O
com/instituteinaccountancy

Actuarial assumptions 00000 0
0 Long tail liabilites 00 0 O

This article was first published in oooooooooog
Accountancy magazine, January Asia0O Total from worldwide 0O O
2009, the official journal of the 1 Equity markets 00 0O 1 Investment performance 000 O
Institute of Chartered Accountants 2 Capital availability D0 D O 2 Equity markets 0000
in England and Wales (ICAEW). 3 Investment performance 000 O 3 Capital availability D0 D O
Visit wwwi.icaew.com/ 4 Too much regulation 00 00 4 Macro-economic trends 00000 0O
instituteinaccountancy for further 5 Macro-economic trends 000000 5 Too much regulation 00 0O
information. 6 Actuarial assumptions 00000 O 6 Risk management techniques 000000
ooooooooooooOoooo 7 Risk management techniques 000000 7 Reinsurance security 00000000
OoOoOOIcCAEWOO0ooo 8 Managing costs 0 000 8 Complex instruments 000 O

9 9

1



WE TRANSLATE YOUR VISION INTO REALITY
YL PR LT TR

SRT (S&F) Architects L
sRESEETHERRAREM

3 T OG0 P I - B 808 Bem PLANMING - ARCHITECTURE - LANDSCAPE - INTERIOR
www.sridesign,com W oW M OB - & B OB B MR H-EAaRDN

Tol B (A5F] A0 00




08 | News in Brief 0 00O |TheBulletinOOOO APR 2009

What’s in your closet?
oooooooon

oats, shoes, dress shirts... that sweater
Cyou hate... those trousers you hope you
fit into again... perhaps memories of good
times in the form of an old worn t-shirt,
folded and tucked away.

Are you included in the majority of
people with a certain t-shirt you cherish as
an irreplaceable keepsake? Each year
during spring cleaning, is there one item in
your closet that seems to escape being
discarded or donated again and again?

With so many people relying on
uploading photos to online albums and
sharing memories via blogging, it's not rare
to find yourself lacking tangible pieces of
your past. It appears t-shirts are one thing
people are holding onto.

According to a recent nationwide survey
for BlueCotton, Synovate found that four
out of five people still hold on to at least
one sentimental old t-shirt-and, more
likely, two or three.

One thousand online consumers were
asked, “What favourite, sentimental old
t-shirts do you still own?”

About 79% of respondents said they still
have at least one old shirt-with the average
being just over 2.5 shirts per person.

Most sentimental shirts are from a
vacation, but other ones are from a business
or employer, a concert, a favourite pro or
college sports team, or a charity.
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Social networks, blogs now 4th most

popular online activity

Now visited by over two-

thirds (67%) of the global

online population, “Member

Communities,” which includes

both social networks and blogs, has

become the fourth most popular P.

online category — ahead of personal

email. It is growing twice as fast

as any of the other four largest sectors (search, portals, PC software

and email), according to The Nielsen Company’s “Global Faces and

Networked Places,” a report revealing the new global footprint of social

networking.

“Social networking has become a fundamental part of the global
online experience,” says John Burbank, CEO of Nielsen Online. “While
two-thirds of the global online population already accesses member
community sites, their vigorous adoption and the migration of time
show no signs of slowing. Social networking will continue to alter not
just the global online landscape, but the consumer experience at large.”

The report provides insights into the changing size and audience
composition of the global social networking audience and the
increasing share of Internet time for which it accounts. The report
also analyzes how the major players are faring and what advertisers
and publishers can do to take advantage of the social network
phenomenon.

Other key findings include:

— One in every 11 minutes online globally is accounted for by social
network and blogging sites.

— The social network and blogging audience is becoming more diverse
in terms of age: the biggest increase in visitors during 2008 to
“Member Community” Web sites globally came from the 35-49 year
old age group (+11.3 million).

Mobile is playing an increasingly important role in social
networking.
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Laying the Foundations for a Brighter Future

Jeffrey Lam

Budget for 2009/10 focused on “countering

financial crisis, preserving jobs and promoting
sustainable economic development” in an attempt to
tackle the financial tsunami. In these difficult times, I
think this was the right direction to take, but question
if the measures go far enough towards achieving their
objective. I believe that that the government can afford
to be bolder in helping enterprises.

His proposals to reduce taxes and waive rates for
two quarters have been welcome by the general public,
but Hong Kong enterprises that are struggling to
survive need much bold action. If the government were
to suspend provisional profits tax, government fees
and charges, reduce profits tax, and introduce group
loss relief & loss carry back, Hong Kong enterprises’
confidence would soar and with it the local economy.
Such moves would demonstrate the government’s
commitment towards helping companies to weather
the storm. If enterprises were able to receive relief,
there would be fewer bankruptcies and layoffs. Their
continued operation would also spur Hong Kong’s
economic recovery and enhance our long-term
competitiveness. At the same time, all enterprises
should help each other survive these harsh times.

I inancial Secretary John Tsang Chun-wah’s

Employment

On employment, I am glad that in addition to
the Chamber’s “Graduate Trainee Campaign 2009”
unveiled in January, the government will also launch
its “Internship Programme for University Graduates.”
However, only $140 million has been allocated to this
government subsidy scheme, which will benefit about
4,000 graduates.

Around 14,500 university graduates in Hong
Kong enter the job market every year, plus another
25,000 college graduates. As present, the scheme is
unlikely to be able to meet the needs of graduates.
Given the current economic conditions, we will have
more willing hands than vacancies for a while, which
will leave many youths at a loss for what to do with
themselves. As such, I hope the government can devise
more effective measures to relieve the challenges that
these graduates will face.

Bonds
I welcome the government’s proposal for re-issuing
bonds, which will further the development of

TheBulletin 0 000 APR 2009 |[Talking Points 0O OO | 11

our bond market and boost Hong Kong’s position
as an Asian bond centre. I hope that the HKSAR
Government will continue to work with the Central
Government to lay the foundations for issuing
renminbi bonds in Hong Kong, and on Premier
Wen Jiabao’s announcement to develop a renminbi
settlement system here.

China is currently the world’s largest holder of U.S.
Treasury debt, with holdings in excess of US$700 billion.
Premier Wen expressed his concerns recently about the

If the government were to
suspend provisional profits tax,
government fees and charges,

reduce profits tax...
Hong Kong enterprises’
confidence would soar and with
it the local economy.

safety of Chinese investments in the United States, due
to the country’s economic instability. Once the Hong
Kong renminbi settlement centre is established, the U.S.
government could consider issuing renminbi or Hong
Kong dollar bonds in Hong Kong, which will make
exchange rate fluctuations less of an issue.

The move would also help Hong Kong become a
renminbi offshore centre, and — more importantly —
allow the yuan to take its first step towards becoming
a fully-convertible currency. I hope the administration
is doing everything necessary to coordinate with the
Central Government these important developments to
avoid any delay once the green light is given. I believe
these measures will help to quickly revitalize our
financial sector and overall economy. &

If you have any views or comments, please send them to
me directly at, jefflam@fowind.com.hk, or visit my Website
at wwwiyjeffreykflam.com
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Alex Fong is CEO of the Hong Kong General Chamber of Commerce.
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Challenges Reshaping Business

Alex Fong

s the global financial tsunami continues

to deepen, there is still no indication that

we are nearing the bottom of this current
crisis. Amidst this storm your Chamber has been
working hard to help members, and Hong Kong
business in general, to navigate through the worst
financial crisis in living memory.

Following our working mission to Beijing last
month, and the release of Premier Wen Jiabao’s
report to the National People’s Congress, a flicker of
hope seems to be emerging at the end of the tunnel.

Addressing nearly 3,000 delegates of the National
People’s Congress, Premier Wen said the Central
Government would boost spending on healthcare
and other social programmes, and take additional
steps to offset the rising unemployment resulting
from the global financial crisis. Most importantly
for Hong Kong, he said “the Central Government
will give Hong Kong full support to tackle the
financial crisis” and will “strengthen Hong Kong’s
position as an international financial center.”

“Deeper and wider” cooperation between
Guangzhou, Hong Kong and Macau will be
central to this. His comments signal opportunities
for Hong Kong businesses to expand into the
Mainland’s domestic market, to reach out to niche
markets, and to invest in innovation.

Premier Wen stressed that job creation is
vitally important, as is the need for the economy
and businesses to upgrade themselves. These
were exactly the key points that I stressed in my
speech during a recent seminar “From Crisis to
Opportunities” last month.

Speaking on this topic at the seminar, I urged
businesses to maximize their human resources and
staff’s talents, which were also key issues discussed
at the Chamber’s CEO Conference on Manpower
Development. In an increasingly competitive
world, companies need to make sure their staff are
fully occupied in productive tasks. Employees also
need to upgrade their skills, as do companies.

CEO Conference on Manpower Development
Moreover, the global financial crisis turmoil is

reshaping the very fabric of business. “Change”

has become the watchword and hope for solutions.

Organizations need to adopt a new strategy not
only to rebuild people’s confidence, but also to
survive and even thrive under the new business
paradigm. Prominent business leaders will

engage in candid conversations at our next CEO
Manpower Conference in May to examine solutions
that are affecting every business today.

We are encouraging
our members to
provide positions to
fresh graduates to get
them on the first rung
up their career ladder.

Graduate Trainee Campaign

Another pressing issue is unemployment. While
everyone is doing all that they can to avoid layoffs,
young graduates who will enter the workforce
later this year will not find it easy to find work.
To help them secure valuable work experience,
your Chamber launched the “Graduate Trainee
Campaign 2009.” We are encouraging our members
to provide positions to fresh graduates to get them
on the first rung up their career ladder. Since your
Chamber launched the scheme in January, many
companies have already answered our call and
stepped up to give their support to the scheme. If
you have not yet done so, I urge you to show your
support by joining the scheme. For more details,
visit www.chamber.org.hk/vacancies. This is a great
way to show that your company is not only reacting
to the current crisis in a smart way to turn crisis
into opportunity, but also that your company cares
about the wellbeing of our graduates. ¥



Are the mushrooming online

communities viable businesses

and will they redefine
professional networking?
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mid the current recession, job

cuts at both corporations and

governments around the world
continue at a record pace. In Hong
Kong, unemployment rose to 5% in
February, and that figure is expected to
climb to 8% later this year. In the U.S,,
unemployment hit 8.1% in February,
the highest level in 25 years. Silicon
Valley, with its large concentration of
information technology and Internet
services companies, has not been
immune — it recorded an
unemployment rate of 9.4% in January,
up from 5.1% a year ago.

Yet, Facebook, the Silicon Valley-
based company that operates one of the
world’s largest social networking web
sites, has so far managed to avoided
layoffs and is even actively recruiting.
Despite having generated an estimated
revenue of US$265 million in 2008,
Facebook received a US$240 million
investment from Microsoft in 2007 in a
deal which valued the company at
US$15 billion. While many question
how much Facebook is really worth, the
company appears to have a strong
balance sheet that allows it to continue
to expand its workforce, which stood at
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about 800 employees at the end of 2008,
up from about 450 a year ago. However,
how long Facebook will be able to
sustain its headcount expansion,
maintain its revenue growth, and
remain a viable business is an
interesting puzzle.

The online social networking
phenomenon first generated mass media
attention when News Corp. paid US$580
million in 2005 for MySpace, the original
mega-social networking web site that is
popular among teenagers and young
adults, along with other smaller web
sites. Since then, Facebook has taken off
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Businesses’ Views on Online Social Networks

ust how useful are online social networks for business or work?
The Bulletin sent messages to a dozen random contacts in Hong Kong who
use Facebook and LinkedIn asking them to share their experiences.
Surprisingly — or perhaps not - all but two replied on the same day.

Some users view online social networks as useful business tools, while
others fear exposing too much of themselves to the online world. A user in a
well-know public relations company who asked not to be named said she
uses both LinkedIn and Facebook on a daily basis, as she finds them useful
for getting feedback, comments, or updates on current trends.

James Pearson of Pacific Risk Advisors said he uses online social networks
mainly for recruitment and potential project opportunities. “We have actually
won one project from someone who found my profile on LinkedIn. Also |
have been contacted many times about potential opportunities that we can
be involved in,” he explained. “I have also used them for searching for
specialists in certain fields when | need a specific skill in a country or region.”

Some people use them as a marketing tool to target like-minded contacts,
or people in specific user groups. Brian Hodgson of Hong Kong Auctions said
he has used social networks to market auctions and has been quite pleased
with the results.

“For one auction, we only used Facebook to promote it. Over 100 people
turned up and we achieved a 100% sale - the first time ever,” he said. “I find
these days you do need to be able to track your promotional budget and |
find social networks one of the best ways to monitor progress and change
your messages if needed.”

One woman from Ireland said she uses sites like Meetup as she finds it
very difficult to meet people outside of work in Hong Kong. “People work
such long hours here that there is not much of a social scene going on
outside of the workplace so you really have to join online social networks if
you want to meet people.”

Her friend, who also asked not to be named, said she used Meetup when
she lived in Melbourne, but very few people would join Meetups as Australia
is well known for its thriving social networks.

“l am actually quite surprised how many members Meetup clubs in Hong

By Mark Lam and Ho Yue-shun Kong have, and how many people actively participate in them,” she said.

000 00O Not all good
However, some people are very wary of online social networking: “For my
type of business, | do not trust people who | do not know or haven’t been

referred to me by someone else,” said a PR consultant who asked not to be

HECTOR AMEZCUA/MCT

in terms of membership. According to
Internet market research firm comScore,
Facebook drew 222 million unique
worldwide visitors in December 2008,
almost double that of MySpace with 125
million. Twitter, another online social
network that enables members to send
and read other users’ updates, recently

closed a round of investment that
reportedly values the company at
US$250 million. Web traffic analysis
service Compete.com ranks Twitter as
the third most popular social networking
web site in the U.S., with 54 million
monthly visitors in January 2009.



named. “I think many of the social networks like LinkedIn and Plaxo are a
waste of time. | am very careful who | let be part of my ‘network’ as there

are a lot of shysters.”

Stefan Pertz of Launchpad, said so far, he hasn’t received any enquiries,
proposals or other issues. “The idea is to leverage on the network, but the
thing is, many people sign up but don’t use the tools,” he said. “Personal
interaction is lacking, and they are very static.”

The near instant feedback to questions, ideas and proposals is one of the
most useful components of online social networks. But this can be a
double-edged sword. One user who asked not to be named said people
often write things online that they would never say face to face with
someone, “and once it is onlineg, it is like a tattoo — extremely difficult and

painful to remove.”

Some sites are also becoming so cluttered that they are losing their
usefulness and functionality, not unlike how email turned into spam. Plaxo,
a business social network similar to LinkedIn, has lost its functionality and
the low number of users has made many people stop using the service.

Another turnoff is the flood of messages, announcements, and emails that
these sites channel into your inbox. One user said he recommends people set
up a separate email account specifically for social network emails, and to
think clearly about what they hope to achieve by joining specialist groups.

Apart from filtering useful data, and the time-consuming factor, people
that The Bulletin spoke to feel there are more plusses than negatives in

using online social networks.

“In today’s connectivity centric global working place, if you are not
involved in social networking online you are a step behind,” said one user
who asked not to be named. “Without a web preference, brands will lose
touch with their consumers. Social discussions are taking place online and if
you are not there to interact, you will not be a leader in today’s economy.”

Even more impressive is the addictive
nature of these web sites that leads to
strong user engagement, often referred
to as “stickiness” in Internet parlance.
Facebook’s News Feed and Status
Update features, for example, provide
the means for members to share news
articles, photos, interests, and personal
news with friends, who in turn can
provide comments for other friends to
read and comment on.

Friendster, which dates before
MySpace, has a feature that allows
members to write testimonials about
each other for other friends to see.
This serves as a platform for new
friend introductions, which can
expand exponentially as each
member’s circle of friends on the web
site becomes larger each day.

The addictive nature of online social
networks has led visitors to spend
more time on these sites than
elsewhere. According to comScore
and other estimates, the average user

spends about 170 minutes each month
on Facebook. MySpace, with its focus
on musicians and bands, captures
users with an even higher average of
266 minutes per month.

Ad revenue driven

Given the characteristics of these
popular online social networks, one
may question if they serve any purpose
other than providing a platform for
casual conversations and fun activities.
Indeed, the fact that these web sites are
most popular with younger people
may suggest that social networks aren’t
for serious businesses. It is, therefore,
not unreasonable to wonder if online
social networks have any viable
business models.

Like many consumer-focused
Internet web sites, online social
networks derive a large proportion of
their revenue from advertising sales.
Market research firm IDC forecasted
last year that total worldwide spending
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in online advertising would reach
US$65.2 billion in 2008, growing to
US$106.6 billion in 2011, reflecting the
increasing importance of the Internet as
a mass communications media. Yet,
despite the projected strg growth in
online advertising, many Internet
companies are finding that expectations
of advertising revenue at the company
level are often overly optimistic.

Social networking web sites, in
particular, face unique difficulty in
attracting advertisers. Visitors on online
social networks spend most of their
time there to exchange messages with
friends and associates. As such, online
ads can be regarded as intrusive to their
conversations. Indeed, rates for display
ads on social networks are generally the
lowest among the most popular types of
consumer web sites, even though user
engagement is strong. According to
online advertising service firm
PubMatic, the effective CPM rate (a
measure of advertising cost per
thousand of page views) for display ads
on social networking web sites is about
US$0.20, compared with US$0.83 for
business and finance web sites and
US$0.59 for entertainment web sites.

Given the challenge to attract display
ads, online social networks have turned
to other means to generate revenue.
LinkedIn, a social networking web site
that has a focus on career and
professional networking, adopts a
“freemium” business model, whereby
basic services are offered free of charge,
while advanced features and content are
available at a premium charge. In
addition, LinkedIn offers recruiting
tools that are aimed at business
customers.

Similarly, Live365, a pioneer in online
radio and an aggregator of thousands of
Internet radio stations from over 150
countries with millions of unique
listeners around the world, has built
communities of broadcasters and
listeners for over 250 genres of music. It
offers its ad-supported audio content
free of charge, while VIP listeners can
enjoy ad-free content with better sound
quality and access. Because the
company has been providing a robust
and stable broadcast platform for a
decade, it has been able to charge
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broadcasters and aggregate the world’s
most diverse content ranging from
famous artists such as Carlos Santana
and David Navarro to businesses,
organizations, and churches to
tastemakers who may be ex-professional
DJs, music aficionados, or individuals
who wish to broadcast online.

While the freemium model may be
viable for some social networking web
sites, other social networks attempt to
monetize the deep information they
have on their registered users through
highly targeted advertisements.
MySpace, for example, has a feature
known as HyperTargeting. Leveraging
the self-expressed interests and hobbies
of its members, HyperTargeting allows
advertisers to aim their ad campaign
based on the information. The idea is
that someone with a passion in, say,
tennis may be more receptive to brands
such as Adidas and Wilson.

Facebook went a step further with
Beacon, which allows members to
share their online activities on
other (non-Facebook) web sites
with friends on Facebook.

For example, if a Facebook

member is selling some il

items on Internet auction

web site eBay, the member

can include their eBay Online social networks ~
listings in their Facebook Advantages:

News Feeds for their % — Communicate with a wide audience quickly

friends to see.

However, Facebook
Beacon has met with
considerable
controversy on o 1
concerns of privacy
as users decry
Facebook for
publishing their
activities from other
web sites without
their explicit
permission. The
feature has since been
changed to an opt-in
system, whereby any
member must give
specific permission before
information about their
external activities is relayed to
Facebook, according to the
company.

Special interests networks

Besides the general-interest social
networking web sites such as Facebook,
MySpace, Twitter, and Friendsters,
there are other online social networks
that cater to special interests. For
example, Imeem, a social networking
site that focuses on music, leverages the
listening habits of its members to
provide “music discovery” service.
Users on the network can interact with
each other by sharing their music,
videos, photographs, and blog posts.
Such a specialty has driven Imeem to
strike deals with all the major
publishers of commercial music
recordings, including Warner, Sony/
BMG, EMI, and Universal, whereby the
music publishers would license their
music and video content to Imeem in
return for a share of the network’s ad
revenue and may be
even equity.

— Source specialists for projects
— Keeping contact details up to date easily
— Participate in global discussions

Other niche social networks include
Flixter, which focuses on movies,
LibraryThing for books, and Amie
Street for indie music. Amie Street,
which is an online music store as well as
a social network, has a particularly
interesting business model. The site
determines the price of each song
uploaded by its users based on demand.
The more a song is purchased, the
higher the price it can fetch, which is
shared with the recording artists. In
addition, members have the incentive to
find and recommend good music to
their friends based on a formula for
revenue sharing.

A useful business tool?

While the most popular social
networking web sites are aimed at
consumers, some social networks are
intended for business customers.

— Easily share ideas, no matter how random or how dull

— Keep abreast of trends

— Easily find specific information on just about any topic
— Keep friends and people you know up to date on what you are doing

Problems:
— Lack of privacy

— Time consuming
— Email overload

— Alot of useless and unnecessary information
— People say too much and cannot take it back
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Socialtext, one of the earliest social
networking software for the enterprise,
is designed for knowledge workers to
collaborate and share information with
colleagues as a means to increase
productivity. Among its features is a
“collaborative weblog” that is designed
to provide a platform for ongoing
conversations among co-workers to

share group knowledge on important
topics.

As mentioned earlier, LinkedIn, an
online social network that has a focus
on career and professional networking,
offers recruiting tools that are aimed at
business customers. Because the site
collects professional information from
its members, it essentially became a
collection of professional CVs or
resumes. As users expand their
connections with their business
associates and partners on LinkedIn,
headhunters often find it useful to
identify job candidates through referrals
on the web site.

As the above reflects, there is a
variety of online social networks with
different niches and different business
models. While nothing replaces
face-to-face networking, online social
networks certainly add a new
dimension to human relationships that
cannot be realized through traditional
networking. In fact, for those who are

adept in using these online social
networks, these networks may have
become their primary avenue of
business networking.

Nonetheless, not all business
models are viable, and we believe that
many of the online social networks
may be forced to shut their doors,
given the current economic crisis.

Although Facebook, with its
strong cash position, will likely

survive this global recession, very few
believe it is worth US$15 billion with its
present business model. As the company
continues to add new members each
day and develop alternate revenue
streams, it would be interesting to see
how it evolves from its present ad-heavy
business model. &

N. Mark Lam is CEO of Live365, Inc. and
author of “China Now." Yue-shun E. Ho is a
Consultant, also at Live365, Inc.
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Here We Go . ..

ZX HEE

By David O'Rear 0 O O

ong Kong’s real GDP fell 2.5%
H in the fourth quarter of last year

as all key segments dropped off
the cliff. Private consumption, capital
investment and both sides of the trade
equation contracted in real terms from
a year earlier, leaving only government
consumption expenditure (up 2.6%)
on the rise. Equally disturbing, the GDP
deflator fell into the red after two years
in positive territory.

At the end of February, the Financial
Secretary for the first time forecast a full-
year decline in the economy for 2009,
pegging the drop at 2-3% as noted
in the first graph. His expecta-
tion that prices will continue to
rise (+1.5% for the consumer
price index and +0.5% for
the GDP deflator) seems to
run counter to collapsing
demand and energy prices.

The bad news is the rest
of the world is in even worse
shape. The world’s 10 larg-
est economies, excluding the
BRICs (Brazil, Russia, India
and China) are forecast to con-
tract by 2.5-3.0% this year. The
BRICs will grow by less than 1.5%
and the next 13 largest, ranging in size
from $400 (Taiwan) billion to $1 trillion
(Korea) in GDP, are expected to fall by
about 2% in real terms.

SOS
In previous recessions, part of the
world economy continued to do
w4y pretty well, which made devaluing

one’s way out of trouble fairly attractive.
This year, there is no demand, anywhere.
Cutting prices, either directly or through
currency manipulation, is not going to
pull the world out of the Mother of All
Recessions.

B U.S. domestic demand contracted
in real terms by 1.8% in 2008, falling

year-by-year in
each of the year’s
four quarters. It was
the first full-year decline since
1991 and the worst drop in 28 years.

M Japan contracted in real terms by
2.4% in the second half of 2008, as com-
pared to July-December 2007, the worst
six-month performance in over a dec-
ade, and the 4.3% drop in Q-4 was the
fastest decline in nearly 15 years.

B The Euro Zone economies fell
0.8% in July-December, the first back-
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to-back fall since the currency union
was founded. (Details are in the second
graph.)

The IMF slashed its expectations for
2009 twice since October, something it
has never done even a single time in the
past. Its sister organization, the World
Bank, came out with an even gloom-
ier prediction in March and one may
expect the IMF to ratchet down expec-
tations again in April. The third graph
shows the rapidity with which this
downturn has caught global forecasters
by surprise.

Down and out

Recessions, even extremely severe
ones, eventually end. While it is far too
early to tell what the impact of trillions
of dollars worth of fiscal rescue packages
will do (to label this spending “stimu-
lus” suggests a state of denial), we have
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to assume that some day, some year, the
Global Financial and Economic Crisis
will end.

When we do eventually come out the
other side, better than 85% of the global
economy will be picking up speed at the
same time. This will set off intense com-
petition for raw materials, energy and
talent. Add the unknown effects of the
unprecedented spending programmes
being put in place, and it is a fair bet that
inflation will ensue.

The key test for post-crisis policymak-
ers will be whether they have the stom-
ach for bursting the next bubble before
it gets out of hand. Past history tells us
that very few central bankers will drive
up interest rates early enough to prevent
over-heating or with enough finesse to
avoid a quick end to the recovery. But,
as the cliche goes, maybe this time is dif-
ferent. ¥
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Winning in Economic Crisis
BTN 2B

By Nixon Chan 00O
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hen you unwrap your lunch
today, think about who is
winning in the economic
downturn. One of our customers, a
manufacturer of plastic wrap, told us his
company is recording higher sales turn-
over these days as people are cooking at
home more and eating leftovers to save
money.

There is no question that the cur-
rent economic downturn presents dif-
ficult operating conditions, but there
are business opportunities for those who
know where to look. The headlines may
be doom and gloom, but as a business
bank, we have seen again and again that
businesses that quickly accept the reality
of the situation, adapt and find creative
ways to manage have a very good chance
of not only surviving crisis, but thriving
in the long run.

Understand customer needs

Obviously, companies are not the
only ones who are being impacted by the
economic crisis, consumers are also try-
ing hard to adapt to the difficult times.
But do you really know what they need
to manage their own situations? Under-
standing your customers’ view allows
you to serve them better.
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In view of the declining economy,
one of the high fashion jewellery com-
panies we bank understands that people
will be less willing to spend money on
high-end luxury items, so they shifted
their focus to more affordable jewellery.
Their growing sales turnover has proved
the wisdom of that strategy.

By understanding your potential cus-
tomer base and their purchasing behav-
iour, you can more accurately cater to
their buying preferences and strengthen
relationships with them, and thus have
a better chance to sustain your business
long-term.

Another of our business customers, a
fast food chain, has come out a winner
by taking advantage of two aspects of the
downturn to open up new outlets. The
management was able to anticipate the
growing market demand for fast food
and thus promptly grasped the oppor-
tunity to start new leases in view of the
slumping rentals in the property market.

Watch the competition

Apart from market demand, it is
important to know your market com-
petitiveness. A ceramics company,
another customer of ours, has been able
to increase profit margin by raising its

gooooooooooooooooo
ooooooobooobooooOoooooboOoon
oboboooooooooooooooooan
gbobooobocoooooooobooooao
gobooooboocooooooood

gooooooocoooooooooo
goooooOoooooooboOoooooboao
goboooooooo

gooooooooooooooooo
gooooooooooobooooooboao
gobooooooooooooobooooon
goboooooooooobooobooooon
goboooobooooooooooo

gooo

goooooooooooooooo
oooooooooooooooooooo
gobooobooooooooobooooo
goboooobocooooooooooooo
gooao

The Bulletin D000 APR 2009 [Money 000D | 27

prices since as a number of competitors
have shut down.

Don’t stop marketing

Of course, every business needs to be
careful with costs, but think twice if you
are considering stopping your marketing
initiatives. It is comparatively more cost
effective to get attention from custom-
ers in a down market as the competition
withdraws. Instead of cutting down on
marketing, one IT services company is
doing more to reach potential customers
now. The owners foresee an increasing
demand for IT service vendors as many
companies restructure or close down
their in-house IT departments to reduce
costs. Customers are not just going to
come. You have to advertise.

Economic downturn is part of a cycle
and tough times don’t last forever. But by
viewing the downturn as a shift to new
opportunities, rather than the end of
opportunities, and making the effort to
understand the new reality of the market
and customer needs, you will be able to run
a resilient business that can grow quickly
when the economy bounds back. ¥&

Nixon Chan, Senior Executive Commercial
Banking, HSBC
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A New Blueprint for Business
SHHMEE
change, and the current global

downturn, fuelled as it has been by

the arrogance, risk taking and )
|

By Pauline Crawford

Recessions inevitably bring pain but
they can also be an opportunity for

poor decision-making of a ( »
male-dominated financial

sector, is no exception. I
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conomically we’ve lost our
way and it is time to draw
up a new map. We have a
once-in-a-generation opportunity to
shift the dynamic of the workplace, |
and how decisions are made within it, h { I
from one that is inherently emotionally f
and physically masculine to one where 3
there is a much more balanced collabo-
ration of the masculine and the feminine |
within us all.
To explain how this might work it is
necessary, first of all, to understand a bit

of history.
Beginning with the rise of mercantil- |

ism and the Industrial Revolution, the
blueprint we have used for business for
the past 200 or so years has predomi-
nantly been a masculine one. Despite
the ever-changing nature of work,
men’s roles in the generation of wealth
and prosperity and, crucially, in how
decisions are made have, by and large,
changed little.

For women,
however, there has been
a massive shift in the past
60 years. Yet, as women
have increasingly entered this
male-defined world of work they
have tended, for fairly obvious reasons, :
to adopt a working style which emulates : _)
that of men as the only way to get ahead.

)

Pauline Crawford is co-founder of consultancy Gender Dynamics, specialising not only in gender issues but also performance, leadership, talent, reputation
and culture change. For more information visit www.genderdynamics.co.uk. This article was first published in Management Issues www.management-issues.com.
Pauline Crawfordd Gender Dynamics0 0000 0000000000000 000O0O0O0O0O0O0O0O0O0OD0O0O0O0O00OO00OO000O0O0000
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There is even evidence to suggest we are
starting to see rising levels of testoster-
one in women, and that typical female
bodyshapes and behaviour are becom-
ing more masculine.

Although modern and more office
and technologically-based working pat-
terns have changed the way women are
valued and perceived, business has not
always made the best of what is truly
“feminine.” Traits perceived as distinctly
“feminine” (ones that tend to use the
right side of the brain) —
altruistic, consensual, peo-
ple-oriented,  emotionally
engaged, open, co-operative
and so on — have often been
seen as “softer” or deemed
less valuable than the “hard”

elements of commerce,
profit and loss.
At Gender Dynamics,

what we endeavour to do is
to map out a different per-
spective, firstly understand-
ing how the differences in
brain chemistry, hormones
and values between the sexes
can affect decision-making
styles, relationships and
leadership preferences; sec-
ondly, looking deeper into
the wvariations of women
and men within each gen-
der that have emerged over
the past six decades and now
influence new communica-
tion patterns. The goal is to
enable people to value their
individual gender dynamic
type and therefore be put to
best use.

Some women may, for
example, be more “male”
in their thinking, decision
making and logical responses, while
others will portray the classic all-female
traits of nurturing, sensitivity and intui-
tive reasoning. Likewise, some men
may be more “female” in their thinking
preferences, emotional reactions, and
actions and yet still be entirely male. We
all have within us a mixture of mascu-
line and feminine characteristics, prefer-
ences and behaviours, yet the pressure of
masculine workplaces has for too long
muted one in favour of the other.

Women biologically bring emotions
and “life issues” to the workplace that
are simply not factored into the mas-
culine blueprint of many men. Men
have a greater ability to be in busi-
ness without emotions in a way that
women often find challenging. Men,
similarly, tend naturally to be more
competitive than women, prompting
many women in turn to take on that
competitive edge and try to shut off
their emotions.

Women, and the vital skills
they can bring to transform the

aggressive, risk-taking,

masculine mind-set of the
workplace and haul us out of
recession, are being lost just at
the time they are most needed.
00000000000000000
00000000000000000
00000000000000000
00000000000000000

goood

President Obama is a great example
of this mix of masculine and feminine
tendencies. He presents the strength
of a man with purpose and yet treats
people with the gentle value of his
feminine side. His even tempered,
strong yet sensitive, highly intelligent
logical mind displays a deep under-
standing about the importance of
relationships, emotions, family and
community needs. He has a natural
balance in his physiology, his presence

TheBulletinO O OO APR 2009 | Manpower O OO 0O |29

and natural style and his nurtured and
learned experiences of life.

If we place all the traditional aspects
of business operations — strategy, gov-
ernance, corporate social responsi-
bility, technology, human resources,
marketing, sales, customer service,
manufacture and so on — into “mas-
culine” or “feminine” traits, it is much
easier to align the best people (whether
male and female) to activities that best
suit them and where they will be best
placed to deliver business
growth.

The recession gives us
a chance to promote more
consensual ways of work-
ing as a way to help us get
us out of the mess we have
got ourselves into. If we are
going to manage our way
to survival, gender com-
munication and collabora-
tion are what counts, and
co-operation (rather than
competition) is going to be
essential.

However, one of the wor-
rying aspects of this down-
turn is that it looks likely it
is going to make it, if any-
thing, harder for women to
break through and achieve
positions of influence and
power. In fact, more women
currently appear to be los-
ing their jobs than men.

In other words, women,
and the vital skills they
can bring to transform
the aggressive, risk-taking,
masculine mind-set of the
workplace and haul us out
of recession, are being lost
just at the time they are
most needed.

With business chaos impinging on
the emotions and lives of everyone, we
need to tap back into our natural dif-
ferences and urgently create a more
collaborative conversation. We need, in
essence, to talk a new, gender-dynamic,
language. Such a conversation will help
us better understand who we are, how
we have reached this point and, most
importantly, how we can transform the
current situation together. ¥
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Corporate Social Responsibility

In Turbulent Times
FERFENTEAZEF

O By Richard Welford

he current economic downturn
will inevitably hit hardest those
people and those communities
that are already vulnerable. Unem-
ployment is set to rise, consumption
set to fall and suppliers of goods to
multinational brands are going to be
under significant pressure as orders
fall. A spiraling down of economic
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activity could lead to great adversity.
And at times of great adversity, so
needs will increase and the role of cor-
porate social responsibility (CSR) is
more significant than ever.

An important aspect of the recent
crisis involves the trust and credibility
that the business sector has now lost. If
companies slash CSR budgets now then
that would almost certainly worsen
that trust and at the same time send a
message that CSR is only an add-on to
companies for the “good times.”

However, this does not mean the
continuation of CSR as we know it.
In many ways the current economic
turbulence means that CSR will have
to become much more strategic if it
is to be effective in meeting the new
and emerging needs that an economic
downturn will bring. CSR activities will
need to become smarter and cleverer.

Will businesses pick up the challenge
and invest in the communities that they
touch? Will they walk away from their
responsibilities  claiming  insufficient
(S funds? I argue that those who continue

Richard Welford is Chairman of CSR Asia.

Richard Welford(l CSR Asiall O O

with their CSR commitments will reap the
benefits, but we must all recognize that
the shape of CSR is nevertheless going to
change in a number of ways:

CSR will have to become more stra-
tegic: Boardrooms are going to have to
be convinced that CSR is an investment.
They will be looking for clear returns
on CSR investments and projects that
deliver the most brand value. CSR pro-
grammes are going to have to be more
targeted at those most in need and there
will have to be a better measurement of
outcomes and impacts.

Cut executive bonuses before you
cut CSR budgets: In most companies
the wage and bonus bill for the board-
room is greater than the CSR budget. If
the boardroom is going to rebuild trust
from shareholders, their own staff and
other stakeholders they had better share
the pain.

Less money, more resources: Whist in
some cases CSR budgets may face some
cuts, nevertheless, clever CSR manag-
ers will leverage greater non-financial
resources. In times of need, it may well
be that staff are more willing to spend




time helping those in most need. Engag-
ing your own staff to make a differ-
ence has suddenly become all the more
important.

Economic downturns are a great time
to start small businesses: The credit-
crunch inevitably means that entrepre-
neurs and small businesses are going to
have a tough time. But in order to deal
with rising levels of unemployment, an
economic downturn is exactly the time
we should be thinking about entrepre-
neurship and job creation. Providing
start-up funds, but also other resources
such as training, education and skills
development for people starting small
businesses could be highly effective.

Help develop and support new social
enterprises: The development of organi-
sations that can operate in a competitive
market place, but nevertheless deliver
valuable social services brings with it a
powerful way to address those most vul-
nerable over the next few years. Oper-
ating a successful social enterprise in a
competitive market place offers much

more sustainable solutions than aid-
dependent charities.

Create exciting, productive, lean part-
nerships: Good CSR often works best
with partnerships with government,
NGOs and other businesses. Partner-
ships where businesses take the lead
are often the most efficient and effec-
tive. Partnerships can be exciting if they
involve people in tackling important
challenges. This will mean that those
partnerships will themselves have to be
targeted, focused and lean.

Think about the staff: Not only have
employees been under a lot stress, wor-
rying about job cuts, but there is now
a wider malaise relating to employees’
trust in their bosses. Building trust in
the workforce is much needed to avoid a
downturn in commitment to the organ-
isation. Cutting the budgets of CSR
projects which staff are interested in and
committed to is not going to be good for
business.

Governance and accountability is
the new game in town: Companies
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can expect increased scrutiny over eve-
rything they do in the future. Busi-
nesses should expect clever journalists
to be asking tougher questions. But
increased accountability is also going to
be expected by shareholders and other
stakeholders, angry about poor deci-
sions and poor risk management.

Build a brand around total wealth
creation: A respected company will
face new challenges head on, it will not
turn its back on them. Now is the time
to build a brand that is based on maxi-
mizing the wealth of all stakeholders
through effective CSR strategies.

Demonstrate leadership, move fast:
Some of the cleverest people in the world
still run businesses. Leadership from
those senior executives who continue to
care about the global challenges that still
face us is going to be vital. Now is the time
to see the huge value developing strategic
CSR. Business might itself not be as rich
as it once was, but it still has to take a lead
in addressing the needs of those most in
need. And it has to do so fast. ¥
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Those who continue with their CSR
commitments will reap the benefits.
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The global recession is
redrawing the balance
of power between
Chinese, European and
U.S. enterprises in the
international business
arena.
00000000000000
00000000000000
0000000000000

hinese firms may be in better

financial shape than their West-

ern counterparts, but they have
their own challenges to deal with. Firstly,
they need to upgrade their business
models to keep pace with regulatory
changes taking place on the Mainland, as
well as the shifting global business land-
scape. Secondly, commodity prices are
running at bargain prices, but demand
for products has fallen off a cliff. How-
ever, one bright spot is that there are
some bargain merger and acquisitions
available.

Thresholds for cooperation in high-
tech are also on the decline. Since the
start of 2009, Chinese enterprises were
involved in 22 M&As, worth about
US$16.3 billion, according to a report
compiled by Dealogic. In February
alone, three Chinese firms had reached
agreements to take significant stakes in
Australian coal mining firms.

Upon returning from a buying mis-
sion to Europe last month, China’s
Minister of Commerce Chen Deming
said his visit had smoothed the way for
closer cooperation in high technologies
between Chinese and European firms.
With the backing of the State Council,
the Ministry of Commerce will lead
China’s going-out policy, working in
cooperation with the National Devel-
opment and Reform Commission,
Ministry of Foreign Affairs, Ministry of
Finance as well as Ministry of Science
and Technology.

Hong Kong’s role as a bridge to help
China reach out to the world has been
growing in importance through further
liberalization measures under CEPA.
HKSAR firms have played a significant
role in helping Chinese SMEs explore
overseas markets, and the global finan-
cial turmoil is expected to spur even
greater cooperation.
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Still a small player

To understand how these changes will
impact Hong Kong, we need to look back
into China’s history. The Central Gov-
ernment first coined the term “going-
out” in early 2001. By 2003, China’s
overseas direct investment had reached
just US$2.85 billion, but quickly gained
momentum to register US$40.6 billion
in 2008, according to MOC’s statistics.
Still, China’s share of global FDI remains
miniscule.

In 2007, China’s overseas invest-
ments (excluding the financial sector)
accounted for just 1.22% of global FDI,
with Hong Kong receiving the highest
share, followed by Latin America, Africa,
Europe and North America.

Chinese enterprises have been reluc-
tant to make any large-scale investments
in Europe and North American due to its
foreign-trade dependent growth model,
as well as innate challenges.



Lack of management skills: At
present, Chinese firms have no lack of
highly qualified talent capable of com-
municating with foreign organizations.
However, “going out” requires a complex
set of skills, not least an in-depth knowl-
edge of the overseas markets and regula-
tions, that can only be learned through
experience and over time.

Moving investment targets: Many
Mainland firms march to the beat of
government policies, and neglect con-
ducting their own market research and
due diligence before making investments.
According to research giant Bain & Com-
pany, only one in six Chinese companies
will profit five years after “going out.”

Legal minefields: Companies invest-
ing overseas need to be particularly
careful to cover themselves against legal
loopholes. This was brought home in the
shocking case of Sichuan Changhong
which is unable to collect its outstand-

ing account receivables of RMB4 billion
from an overseas company.

Hong Kong’s experience and integrity
Hong Kong firms have two unique
qualities that enable them to participate
in China’s “going out” process. The first
of these is their professional services
experience, particularly in high-end
services, law, accounting, banking, mar-
keting and information services. This
expertise has helped it develop into a
leading international financial center,
and its mettle was strengthened during
global crashes such as the 1987 stock
market crash, 1997 Asian financial cri-
sis, bursting of the 2000 dot-com bub-
ble, and SARS in 2003. These battle scars
have resulted in outstanding governance
and risk management experience.
Secondly is Hong Kong businesses’
integrity and international reputation,
which give them an edge over Mainland
firms, while at the same time sharing the
same culture. This similar background
and integrity has led to many success
stories of Hong Kong firms helping their
Mainland counterparts. For instance,
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the Bank of Communications, and Ping
An Insurance went public in Hong Kong
to attract strategic foreign investors.
These traits will help to avoid conflicts
in strategic cooperation between China
and the West.

Key industries

When Mainland enterprises start to
“go-out” en masse, Hong Kong enterprises
will need to become less passive about
these developments, particularly political
and economic changes, to actively par-
ticipate in these developments.

Latest data show 97% of all purchase
values of overseas companies by Main-
land enterprises were related to natural
resources. This is likely to continue as the
Central Government has publicly stated
its intention to focus on mergers and
acquisition of overseas energy projects.

According to China’s recent stimulus
plans for 10 key industries, the manu-
facturing of motor vehicles, transporta-
tion and logistics, telecommunications
and engineering industries are expected
to become the next targets for the Main-
land’s M&A activities. &
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HKSAR firms have played a
significant role in helping
Chinese SMEs explore overseas
markets, and the global
financial turmoil is expected to
spur even greater cooperation.
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FEIGHTRI0
KNOWIEDGE
BY GORPORATE
WARRIORS

The simplest and oldest definition of doing business is: “solving
people’s problems for an agreed price.” The problem now is that never
have the problems been so complicated, global and uncharted as all
levels of government and business wrestle with today’s financial crisis.

It is heartening to see that Hong Kong knowledge workers are taking
up this challenge by enrolling in post graduate programs at a much
faster rate than before the crisis.

This “flight to knowledge” is evident in the 40% plus increase in
course enrolments in the University of New South Wales’ AGSM Hong
Kong MBA program compared to its pre- crisis numbers.

New data, information and theoretical knowledge coupled with
innovative ways of manipulating these key business components is
what these seekers of business acumen want.

The complexity of the financial crisis will require ALL these skills if we
are to find a way through it with minimum damage to business, national
and global economies and most importantly the lives and hopes of all of
us. This becomes all the more pressing as we see the epicentre of the
crisis shift from the activities of sovereign wealth funds, hedge funds,
private equity investment and financial regulation to the destruction of
employment in a variety of labour-intensive industries - the automotive
being an obvious one - housing foreclosures and the massive
destruction of personal savings and superfund values.

The political and social implications of this fallout have not been lost
on anyone as social unrest in developing countries is mirrored in a loss
of confidence in the political and financial institutions and processes
of the developed countries by their citizenry. The very fabric of post-
war societies may be under threat.

In a recent exuberant outburst, entrepreneur, risk taker and adventurer
Richard Branson made the point that it is in times of economic
crisis that the entrepreneurs and business experts should step up
to the plate and do what they do best — create wealth, jobs and new
industries which leads to social and political security and stability for
a planet that is now so interconnected that it gives meaning to the
Buddhist aphorism “when a butterfly moves its wings in Mexico an
earthquake happens in Japan”.

For several decades the MBA in its various manifestations, has
provided the economic warriors and the management talent base with
the wherewithal to shape and manage the dynamic global economy.
The days of enthusiasm and self belief alone are well and truly over.
Mastery of new and ever changing skills and ways of thinking have
become essentials for any significant player in modern economies and
corporations, be they private or public.

A brief scan of the subjects studied in the AGSM HK MBA program
gives a clue to the modern tools required to succeed in today’s

Advertorial 0 0 0 O

turbulent business environment. They range from Corporate and
International Finance, Law for Practising Managers, and Accounting
and Financial Management to IT and Organisational Performance,
Negotiating Skills, Corporate Strategies, and Leadership Concepts and
Skills to name but a few.

Studies of MBA graduates over the last decade have established beyond
doubt that these new corporate leaders not only earn considerably more
than their non-MBA counterparts but the MBA learnings “have helped
unemployed grads find their way back into the workforce more quickly
than many white-collar workers.” (Business Week 07)

If Branson is right then these MBA graduates will be doing much
more than helping themselves. They will be crucial in forging the
economic, political and social framework for the twenty-first century.
This century will see a much greater interaction between corporations,
nationally and globally, and governments with a view to sustained
global growth and much enhanced awareness of the social and ethical
responsibilities of business.

About AGSM MBA
The AGSM MBA Program is offered by the Australian School of

Business at the University of New South Wales (UNSW), Australia. The
School offers a part-time MBA program delivered in Hong Kong by
world-renowned UNSW faculty. It is designed to provide rigour and
relevance with maximum flexibility for busy professionals.

Upcoming Information Seminars:

Date: 22 April & 13 May 2009

Time & Venue: 7-8pm at Cliftons, Level 33, 9 Queen’s Road Central,
Hong Kong

contact@agsm.com.hk or (852) 2593 9903
www.agsm.edu.au/hk

Registration:
Website:

UNSW is proudly celebrating 60 years in 2009

Article by:
Philip Porter, Manager, AGSM Hong Kong MBA Program,
Australian School of Business, The University of New South Wales

CRICOS Provide Code: 00098G
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Pairing great food with
great wine can take your
palette to a new plateau

By Gerry Ma
gboooooocoooocoon
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Alaskan king crab leg, green
apple, avocado, caviar. $480
(Pairing wine: Sigalas 2007,
Santorini Greece)
0000000000000
ooooooo

Fine Food or Great Wine?

Why Not Both?

henever a famous restaurant opens in
Hong Kong, I always seize any oppor-
tunity to try it out. Exploring a new
restaurant not only satisfies my craving for new
tastes, but also broadens my culinary knowledge.
Luckily, I have been quite busy this year, because
several renowned restaurants have opened in
town, one of the most recent being Cépage.

In early February, I arranged to meet a friend,
who is a wine lover, for dinner at the restaurant.
Cépage is known for its fine dining, but also for
having one of the best wine selections in Hong
Kong, with 2,100 top wines from around the
world to choose from. Its ground lobby bar has
its very own red wine cellar, while up stairs the
white wines are stored in a separate wine cellar.
Another surprise is that the main dining area on

the first floor only as nine tables, plus three pri-
vate dining rooms on the third floor.

The menu is nicely presented, and although the
choice may at first seem limited, it is difficult to
choose what to try. For those who can't make up
their minds, the restaurant also has a special sev-
en-dish set menu consisting of smaller dishes. As
most of those dishes were also on the main menu,
I decided to go for the special set menu.

Our first starter was crispy seafood roll, which
looked like a Vietnamese spring roll. Although
this was a complimentary appetizer, the qual-
ity was not sacrificed. The second starter, sliced
tuna with tangerine and caviar, was refreshing
and stimulated our appetites. Next came the
fresh Maine lobster “a la Planca” with haricot vert.
The portion was small, but easily tickled my palate.

{f



Maine lobster "a la Planca,"
pork belly en sous vide, haricot
vert, oven dried tomato —
"Taggiasche" olive relish. $460
(Pairing wine: Anne Gros
Bourgogue Hautes Cotes de
nuits Blanc 2005)
000000000000000C0
00000000000 Taggiasche

Knowing that Executive Chef Thomas Mayr
is an Italian who worked in several Michelin star
restaurants in Italy, I had high expectations for
his pasta, and he did not disappoint me. His an-
gel hair with Alaskan crab and lobster oil was fan-
tastic. What impressed me most about the dish
was his special spicy sauce gave the dish a distinct
Singaporean flavour, which is almost unheard off
in European cuisine.

Then Taiyouran arrived — organic egg confit,
truffled oxtail gelee, and lomo lberico, croutons.
The dish was a combination of soft-boiled egg
and other ingredients which offered a fusion of
tastes and textures. The next dish, roast D’Anjou

"Taiyouran" organic egg confit, truffled oxtail
gelee, lomo Iberico, croutons. $210

(Paring wine: Thibault Liger-Belair, Nuits Saint
Georges 2002)
0D000000000000000000000
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pigeon breast and confit leg, was another treat.
The tender and juicy pigeon breast contrasted
nicely with the crispy pigeon leg. Except for the
spicy and savoury angel hair, all the dishes that
we had that night were simple, light dishes that
brought out the true taste of every ingredient.

The finale was the dessert, Rahm Schmarrn with
almond ice-cream and caramelized strawberry, very
tasty and not too sweet. The soft cake went well with
the smooth ice-cream and the fresh strawberry. The
seven-course set menu cost around $1,300, which I
consider to be great value for money compared to
other restaurants of the same calibre.

The only blemish on an otherwise perfect meal
that night was I didn’t have a single drop of wine

Cépage
23 Wing Fung Street
Wanchai

Hong Kong
ooooooo23d
2861 3130

Queensway £ i#38

Cheese and wine —
a perfect combination.
0ooooooooo

Cépage has separate
white and red wine
sellers that stock
2,100 labels.
Cépagel DO ODOOO
0oooooo210000



Executive Chef

Thomas Mayr

0 0 O O Thomas Mayr

Chef Mayr is an Italian of Austrian
descent. After working in several
Michelin restaurants, including
the two-star Michelin restaurant
Tantris where he honed his skills
from Executive Chef Hans Haas, he
joined Les Amis as Executive Chef
in October 2007. He changes his
menu with the seasons to ensure
that the freshest and best seasonal
ingredients from around the world
are at the forefront of the menu.
DOO0O00ChefMayr0 0000000
00000000000000000
0000000000 TantrisO O Hans
HaasD 00 0 00000020070 100
DO0O000LesAMsOOOO00D000
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Cépage’s cosy and spacious dining
environment
Cepagel 0000 DOOOO

as I had to drive. To dine in a restaurant with such
a vast selection of fine wines without drinking any
could almost be considered a crime. So, delighted
by our first visit, I decided to visit Cépage again
with some more friends the following week.

On the second visit, I again ordered the special
menu, but the dishes had already changed. The
chef explained that he insists on using only the
freshest seasonal ingredients of the day, so the
menu changes daily according to the availability
and seasonality of ingredients.

This time [ was smart enough not to drive, and
even though I do not drink that often, I could not
resist having a sip or two of those great wines. A
professional sommelier is on hand to lead din-
ers through a truly unique wine and food pairing
journey. Pairing wine with food is a sophisticated
art, as the right wine enhances a dish.

A successful pairing should enhance the enjoy-
ment of both the food and the wine. To achieve
this, Thomas has taken great pains to design his
dishes, and a professional sommelier then cus-
tomizes a wine pairing based on diners’ prefer-
ences. With its 2,100 labels to choose from, the
restaurant ensures that customers never get bored
of the selection. Customers can also select their
favourite wines and let the chef design a menu to
complement the chosen wines.

As there are only a handful of tables, Cépage
provides a spacious and comfortable dining envi-
ronment. Regardless of whether you visit the res-
taurant primarily for the food or the wine, both are
an amazing experience that can offer a new culi-
nary adventure for both food and wine lovers. ¥
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Chaud-froid mushroom
cappuccino, shaved
1 truffle floss. $150
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Angel hair, Alaskan crab, chili Nduja
eporo, lobster oil. $340
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Roasted D'Anjou pigeon
breast and confit leg, root
vegetables. $280
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Char grilled Kagoshima beef sirloin
(grade A5), beer batter fried onion
rings, "Sucrine" salad with mustard
dressing. $720

(Pairing wine: Reserve de la
Comtesse 2000 Pauillac)
D0ASOOOOODDODDDOO0000
ooooooog

Gerry Ma is former guest host of the radio chat show, “Gourmet,” a judge for Hong Kong's “Best of the
Best Culinary Awards,” as well as Chairman of the Chamber’s SME Committee.
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Sight for Sore Eyes

REIRTE

ecent studies have brought the

problem of widespread myopia

in Hong Kong into focus. Three
studies proved that regular activity can
help to prevent children from develop-
ing short-sightedness.

Dr Peter Pang, Optometrist at Poly-
Vision Eyecare Centre, said the results
highlight the importance of exercise
not just in keeping our bodies fit, but
also our eyes healthy.

Besides myopia, there are dozens of
other eye problems that can go untreated
for years. We all visit the dentist regularly
and have an annual physical check up,

but one part of our body that has tended
to be overlooked is eye care. A regular eye
checkup — not simply an eye test — can
prolong the quality of our sight.

One of the reasons for this was that
good optomestrists in Hong Kong were
hard to find. To fill this gap, the Hong
Kong Polytechnic University decided to
establish PolyVision Eyecare.

The consortium operates three cen-
tres in Hong Kong. Its state-of-the-art
equipment can check visual functions,
such as how the eye moves, focus, colour
perception and pupil changes as well as
the ocular health of the eye itself.
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We tend to neglect our

eyes more than any
other part of our body
despite the fact that

a comprehensive eye
check up takes less
than 60 minutes
0000000000000
0oOoeo0 00000000
000000000000

Dr Pang said today’s working en-
vironment, where professionals often
spend prolonged periods sitting at their
desks staring at computer monitors, can
be detrimental to our eyes. This is be-
cause constant focusing on near objects
gives little opportunity to practise long
sight focus. Moreover, air conditioners
can cause eyes to become dry, causing
irritation.

Uncorrected vision problems such as
far sightedness and astigmatism, inad-
equate eye focusing or eye coordination
abilities, and symptoms of ageing eyes
such as presbyopia, can all contribute
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For more information,
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to the development of visual stress, he
added.

Many of these symptoms are only
temporary, so this raises the question of
whether we should be concerned. Pang
says “yes and no... if you have a potential
risk from a particular eye problem all
temporary signs and symptoms will be
very important.”

Some individuals may experience
continued reduced abilities such as
blurred distance vision, even after
work. If nothing is done to resolve the
problem, the symptoms generally con-
tinue to occur and perhaps worsen with
time. ¥
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Preventable blindness to rise
Al B AR S BA(E 3= B #18n

As Baby Boomers get older, the number afflicted with age-related vision loss
will increase though many cases could be prevented.
BERZH—RFLHR  BFRBMNIARBERTSIEN BETREFIEES
AILATER Y ©

Blindness projections Prevention
KA ks

Legally blind and over 40 Regular eye exams: Many
in the U.S. cases of disease could be
FEI4057 A ERB AL caught, cured or controlled

through exams
1990: EleReels)

EHRERE  RZRAE(EZRA

T T ERREMHES ESAENE
3 - N

2035; 1,7oo,ooo — =
y \

/ % When: A dialated-eye exam

/ \ every two years after age 60;
for blacks, after 40

4 ﬂ’ BB E 2405514 SMF MR B
BERs

Most common diseases

HERBR

Diseases cause most of the blindness and severe vision loss in

elders; the most common:

BYRBLFERALTKANS LREEENSZE RRE:

Glaucoma: Buildup of fluid inside
eyeball causes damage
HREE : REL AR

Age-related macular degerneration:
Caused by breakdown of tissue at
back of the eye

EZEETRE  AREALEESIE

Diabetic eye disease: Leakage of blood
and fluid in the retina
FERRAR : ARAEI2 MANZK

Cataracts: Clouding of the eye’s lens
BRR IR ATEKERIEE

SOURCE: New reports

TIM GOHEEN/MCT
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The Science of Staying Young

REHEN10RE L EE

an exercise prevent gray hair?

Is drinking wine better than

drinking beer or hard liquor? Is
testosterone important only for men?
How much fish should you eat each
week?

Just because your chronological age
is going up, it doesn’t mean aches and
pains, weight gain, and lack of energy
have to get you down. Combining Dr
John Morley’s research on aging, hor-
mones, and disease management with
Dr Sheri Colberg’s expertise in exer-
cise science and sports nutrition, “The
Science of Staying Young” breaks eve-
rything down into 10 simple steps for
maintaining an optimal quality of life.

The book starts out with a chapter
on nutrition, and how important it is

Leading aging and nutrition experts provide a 10-step plan
for younger looks, a sharper mind and general well-being
000000000000001000000000000000000

in preventing illnesses that are often
considered part of aging, but are often
simply a result of a poor diet. Besides
suggesting healthy diets, the authors also
explain which foods are best for you and
why. Armed with a clearer idea of how
you should be fuelling your body, the
book moves onto exercise, and discusses
age-related problems and how exercise
can keep them at bay.

The authors then go into more details
on the latest scientific developments, as
well as discuss successful techniques that
other people have used to keep a sharp
body and mind. Although some of the
information is common sense, and some
can be found in health magazines, the
book provides a handy manual on tak-
ing care of one’s self.

However, it is not a “course.” You can
pick and choose among hundreds of an-
tiaging tips to find what’s right for you
— the best foods to eat, why alcohol can
be beneficial (and how much to drink),
what types of exercise are important,
which supplements are a waste of your
money and which really work, how to
keep your mind sharp, and why weight
loss may not be advisable at certain ages.
In addition, you'll find all the latest in-
formation you need to keep your heart
healthy, prevent cancer, strengthen your
bones, keep your joints limber, and stay
on your feet.

“The Science of Staying Young” is not
just about aging gracefully — it’s about
living and feeling your best for the rest
of your life. ¥&
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Congratulations to the winners of
Hot, Flat, and Crowded e

w3

Henry Lee
Liza Mark
Lui Sze Kan

Win a Copy of The Science of Staying Young
doddoooooooiocboooon

The Bulletin is giving away six copies
(3 English, 3 Chinese) of The Science
of Staying Young. The contest is open
to HKGCC members only, and limited
to one entry per person. Six entries
will be randomly drawn from the
hat and winners will be announced
in the May issue of The Bulletin.
Deadline for entries is April 20.
Simply complete the entry form
and send it to: The Hong Kong
General Chamber of Commerce,
22/F, United Centre, 95 Queensway,
Admiralty, Hong Kong. Please mark

your entry ‘The Science of Staying Young.’
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Name HKGCC Membership No.
oo oooo:

Company

oooo

E-mail Telephone

oo:

| prefer the 1 English / O Chinese version
0000 Qaooo/ aooo

(Winners will be notified by e-mail and be required to pick up their book at HKGCC's head office).
(0000000ooo00000000oooooonoo)
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Advertise In
The Bulletin

Move Your
Business_
up to the

Next Level
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Call 2375 2311 for details
or

email to jeremy@omjmedia.com
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G%Jﬁmfe Trainee

ﬁmﬁayn 2009
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~ A Voluntary Corporate Training & Work Scheme 0000000000 ~
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%ﬂﬂ/{ Q/OZZ ! The Hong Kong General Chamber of Commerce appreciates the participation
of companies below for their support and contributions. Will your company be among them?

Accedo Broadband Asia Ltd

ASK Technology Group Ltd

Atkins China Ltd

Auden Green Products Ltd

B2A Consulting Ltd

Bank Consortium Trust Company Ltd

Best Friends Co Ltd

BTZ Partner Ltd

CK. Lo &S. Lam Ltd

Cable & Satellite Broadcasting
Association of Asia

Carthy Ltd

Cheung Kong (Holdings) Ltd

China Resources Property Ltd

Citybase Property Management Ltd

CLP Holdings Ltd

Colliers International (Hong Kong) Ltd

CPCNet Hong Kong Ltd

CSL Ltd

DKSH Hong Kong Ltd

Eastern Zone Co Ltd

Energy Source

EPC Consulting Ltd

Esquel Group

Food & Beverage Logistics (HK) Ltd

Fordpointer Shipping Co Ltd

Strategic Partners D00 00O

Fukutomi Company Ltd

Gammon Construction Ltd

Global Alliance for Chinese Enterprises Ltd
Goddess International Ltd

Goodwell Property Management Ltd
Harbour Plaza Hotel Management Ltd
Harilela Group - Harilela (George) Ltd
HCL Hong Kong SAR Ltd

Hing Yu Metal Works Ltd

Holiday Inn Golden Mile Hong Kong
Hong Kong Broadband Network Ltd
Horizon Hotels & Suites Ltd

IBM China/Hong Kong Ltd

Kinetics Medical & Health Group Co Ltd
KND Enterprise Ltd

Leannie Co Ltd

Long Data Technology Ltd

Master Dragon Investment Ltd

Max Fortune Industrial Ltd

MJS Trade Fairs (International) Ltd
Mott Macdonald Hong Kong Ltd
Nelson Jewellery Arts Co Ltd

New Town Medical & Dental Services
New World Telecommuncations Ltd
Newpower Group

Novation Solutions Ltd

Nuance-Watson (HK) Ltd

Ocean Park Corporation

Oracle Systems Hong Kong Ltd

Ove Arup & Partners Hong Kong Ltd
Pacific International Lines (HK) Ltd

Pat Chun International Ltd

Permex Company Ltd

Radica Systems Ltd

Ready to Learn HK Ltd

Regal Hotels International Ltd

Regal Kowloon Hotel

Richburg Corporation Ltd

Sharp China Buttons & Trimming Co Ltd
Sun Hung Kai Real Estate Agency Ltd
Staccato Footwear Co Ltd

The Dairy Farm Company Ltd - 7-Eleven
The Dairy Farm Company Ltd - Mannings
The Hong Kong & China Gas Co Ltd
Time Search Recruitment (HK) Co Ltd
Tranzendia Ltd

Vita Green Health Products Co Ltd
Watson Wyatt Hong Kong Ltd

HKGCE&

Hong Kong General Chamber of Commerce

=B 2™ = 1861

www.chamber.org.hk/graduate
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Implications of Hillary Clinton’s Recent Asian Trip
obooboooooooboooo

In her first official trip overseas, Hillary
Rodham Clinton showed herself to be a
different kind of Secretary of State. She
broke with almost half a century of
tradition in choosing to visit Asia rather
than Europe or the Middle East, as her
first port of call after taking up the role
of Secretary of State. Does this signify
the U.S.’s growing interest in the region?
Walter Lohman, Director of the Asian
Studies Center, The Heritage
Foundation, and Dr Willy Lam, Adjunct
Professor at Chinese University of Hong
Kong, shared their views on her visit at
the Chamber’s March 12 roundtable
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= Members can watch this debate
- at iBulletin
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luncheon.

Americas

Bruce Lehman, Senior
Counsel of U.S. law firm
Whiteford, Taylor & Preston,
also former Assistant
Secretary of Commerce of
the U.S., and his colleague
Alexander Koff, Attorney
& Chair of Global Practice,
visited the Chamber on
March 13. Chamber CEO
Alex Fong welcomed the
visitors and discussed views
on the latest economic
developments in Hong Kong,
China and the U.S.

Henry Liu, Chairman of
Liu Investment Group, and
a well-known American-
Chinese columnist, visited
the Chamber on March

www.chamber.org.hk/bulletin

16 and was received by
Alex Fong, who discussed
developments in the region
and in the United States.

Asia/Africa

Professor Rifaat Ahmed
Abel Karim, Secretary
General, Islamic Finance
Services Board (IFSB),
Malaysia, and Noor
Erni Surya Noordin,
Director of Finance and
Administration, visited the
Chamber on February 17
where they were welcomed
by Alex Fong, Chamber
CEO. Both sides discussed
the latest developments in
Islamic Finance and how the

sector could be developed in
Hong Kong.

Dr Kim Han-kyu,
Chairman of the 21st
Century Korea-China
Leaders Society (21CKCLS)
and former Minister of
Internal Affairs of Korea,
paid a courtesy call to the
Chamber on February 25
and was met by Alex Fong.

Dr Richard Grant,
Executive Director, Asia
New Zealand Foundation,
New Zealand, called on the
Chamber on March 3, and
was welcomed by Erica Ng,
the Chamber’s Director
for Program Development,
who discussed economic
cooperation between China
and its partners.
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Charlotte Chow, Senior
Manager for Business Policy
at the Chamber, briefed
representatives of the CCPIT
— Guangdong Branch on
March 5 on the setting up
and functions of special
interest committees within
the Chamber.

Alex Fong, Chamber
CEO, and Lavender
Cheung, Chamber Chief
Corporate Development
Officer, represented the
Chamber to attend a
seminar on the Cooperation
and Development of the
Zhengzhou-Hong Kong
Service Industries 2009.

At the seminar, Fong
signed a Memorandum of
Understanding between the
Chamber and Zhengzhou
Government.

Wang Huiyong, Vice
Secretary General of
People’s Government, Hebei
Province, led a delegation
to call on the Chamber on
February 19. Wendy Lo,
the Chamber’s Manager for
China Business, welcomed
the delegation and discussed
opportunities for further
cooperation between the
Chamber and Hebei.

Liu Qingsheng
District Mayor 1
The Government § ¥ )
of Nanshan
District, Shenzhen|
led a delegation
to the Chamber on February
19. Alex Fong welcomed the
visitors, who also attended
the Chamber’s Spring Dinner
later in the evening.

Huang Ying,
Deputy Director-
General of Hong
Kong and Macau
Affairs Office of
Anhui Provincial
People’s Government, paid a
courtesy call on the Chamber




on March 4 to enhance
relations and cooperation
between Anhui and Hong
Kong. Huang also discussed
arrangements for the 4th
Expo Central China 2009 in
Hefei.

Guo Bingchen,
Vice Director
of Ningxia Hui
Autonomous
Region
Development
and Reform Commision,
led a delegation to call on
the Chamber on March 4.
Alan Wong, Chairman of the
Chamber’s China Committee
welcomed the visitors and
discussed ways to further
cooperation between the
Chamber and Ningxia.

Yang Jingnong,
Mayor of Wuhu
Municipal
People’s
Government, led g

. e
a delegation to
the Chamber on March 4 and
was welcomed by Alan Wong.

Wang
Qingliang, Vice
Governor of
Guangdong
Province, L
convened a
meeting with representatives
from Hong Kong and Macau
companies on March 4 in
Guangzhou to discuss new
policies aimed at assisting
companies during the
financial crisis. Alex Fong
attended the meeting and
expressed members and the
Chamber’s concerns.

L

Karmen Yeung, Principal,
and Ellen Mak, Senior
Manager, from China Tax
of KPMG, elaborated on
the key changes to China’s

VAT transformation during
the Chamber’s March 5
roundtable luncheon.

Emil Yu, China
Committee Convener of
Manufacturers, attended a
meeting called by the Hong
Kong Economic & Trade
Office in Guangdong on
March 6 in Guangzhou.

He shared his views with
representatives on the
difficulties that companies
are experiencing during the
financial crisis, as well as
other concerns.

Zhu Kuihai,
Vice-Magistrate o
the Government
of Lishan District %
Anshan City, led a
delegation to the
Chamber on March 10.
Wendy Lo welcomed the
visitors and discussed
enhancing the Chamber’s
cooperation with Anshan.

James North, Program
Manager for the Lord Mayor
of London, met with Alex
Fong on February 23 to
discuss arrangements for
Alderman Ian Luder, the
681st Lord Mayor of the City
of London, who will visit
Hong Kong in early June.

Steven Cunnane,
International Trade Advisor
for the Birmingham
Chamber of Commerce
and Industry, UK., led a
business delegation to the
Chamber on February 23
to exchange ideas on future
cooperation between the
two regions. Alex Fong
welcomed the delegates and
shared with them his views
on expanding cooperation,
particularly in the areas of
professional services.

Giovanni Da Pozzo,
Presidente CCIAA di

Udine, led a delegation
from the Udine Chamber
of Commerece, Italy, to the
Chamber on March 3. Erica
Ng welcomed the visitors,
who were eager to explore
business opportunities and
international networks in
the region, especially in the
fields of furniture, design,
food and wine.

Andrzej Glodek,
President of the Chinese-
Polish Chamber of
Commerce, called on Erica
Ng on March 4 to explore
how the two chambers
could promote business
between Hong Kong and
Poland.

Environment

Thinex Shek, Senior
Manager for Business Policy
at the Chamber, attended an
‘Adaptation Workshop’ on
March 3, organised by the
Climate Change Business
Forum, to exchange views
on what businesses can do
to reduce their impact on
climate change.

Alex Fong, Chamber
CEO, and Oscar Chow,
Chairman of the Chamber’s
Environment Committee,
met with representatives
of the Hong Kong
University of Science and
Technology on March 9
to explore opportunities
for cooperation on
environmental projects.

Industry and SME

Renowned
designer Alan
Yip shared his
experiences at
the Chamber’s
March 11
roundtable luncheon on
how design can help to
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transform and upgrade
businesses for both large and
small companies. Sonny Lee
of Life Power also showcased
at the talk his company’s
experiences in making use
of Hong Kong designers

to inspire new product
concepts.

Gerry Ma, SME
Committee Chairman,
represented the Chamber
at the launching ceremony
of the Intellectual
Capital Management
Consultancy Programme
of the Intellectual Property
Department on March 5.

Competition

The Chamber presented
a letter to the Secretary for
Commerce and Economic
Development Rita Lau last
month, flagging a number of
issues considered important
to Chamber members
in the development of a
competition law for Hong
Kong, particularly on object
and coverage, enforcement
structure, exemptions, and
private actions.

Representatives of
the HKCSI Working
Group on Education
and Manpower and the
Chairman of the Chamber
Manpower Committee
met on February 17 to
discuss the implementation
of recommendations
outlined in the Report of
the Working Group. The
recommendations would
be presented to the HKCSI
Executive Commiittee, the
Manpower Committee
and the Chamber General
Committee in the coming
month. R



Dr Daniel Butler, Thomas Walter Professor of Marketing,
Auburn University MBA Programme from Alabama, USA,
led a 22-member delegation to visit the Chamber on 10
March. The Chamber’s Chief Economist David O’Rear
welcomed the visitors and briefed them on Hong Kong

and China’s economies.
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The Chamber helped to co-organize and supported a number of

Mainland trade and investment promotions recently. These included:
gbbooobobooboboobooobobooooboooooo

Central Plains Culture Expo in Hong Kong and 2009
Henan-Hong Kong Investment & Trade Fair
OOo0O0oOCOOoOOOoOoOoobz2000000000000O

Cooperation and Communication Between Henan

Province and Hong Kong

oo0—oooooooooon

Jining, Shandong Province (Hong Kong) Investment

Environment & Signing Ceremony

oo0oo0—-0000000000000000000000

The Government of Shenzhen Municipality spring dinner
for eminent figures in Hong Kong and Macau.
oopoz0000 000000000

Cooperation Seminar

2009 Qingdao-Hong Kong Economic and Trade

000—-000000000

2009 Haining (Hong Kong) Promotion Seminar of

Yanguan Area

00 0000000000000000

Promotion Seminar 2009

2009 Yixing (Hong Kong) Investment Environment
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Liwan District of Guanghzou Investment Promotion

Seminar
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Exhibitions | Meetings | In-house Trainings | Sales Presentations
Press Conferences | Workshops

The Chamber Theatre /
Exhibition and Conference Centre

22/F United Centre, 95 Queensway, Hong Kong
(above Admiralty MTR Station)

For more details, please call 2823 1273 / 2529 9229
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Question: We welcome your initiative
to issue government bonds. However,
you didn’t tell the public how the funds
raised will be used. Will the funds be
used to finance, for example, govern-
ment infrastructure projects, or whether
the funds will be used and managed in a
similar way to the Exchange Fund?
Financial Secretary: I don’t think I can
add much more to what I put down
in my Budget. The basic objective is to
promote further and also promote the
sustainable development of our bond
market. In Hong Kong, in our financial
services sector, we excel in many areas
but in the bond area we come out a bit
wanting and that’s why I feel it would be
important that we could further develop
the bond market.

I want to make it clear to everyone
that we don’t raise this money to service
our expenditure, our recurrent expendi-
ture in particular, because I think that
would be the wrong use of money. Our
current intention is to set up a special
fund under the public finance ordinance
and we will decide on its eventual use.
Yes, it could very well be on infrastruc-
ture projects, perhaps on environmen-

tally-related projects, or other things.
We haven’t decided what it is yet. We
don’t really want to spend the borrowed
money, but rather we want to spend on
the profits we could make on the money
that we borrow. This is for a much longer
term, but we will be disclosing more of
the details as we proceed.

Q: In your Budget you mentioned
broadening our economic base, diver-
sifying and expanding our economic
base, as well as promoting the technol-
ogy base, creative and green economies.
Is the government willing to commit
and consider requiring all government
departments to be more aggressive in
green procurement policy to stimulate
and underpin the development of the
local environmental industries?

FS: This is one area that we are very keen
about. We want to move in that direc-
tion and not only should we improve
the quality of living but we should also
create industries out of that. One such
thing I mentioned in the Budget is that
I will chair a steering committee to look
at the whole industry of electric vehi-
cles and see how it could benefit Hong
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Kong in the longer term, both in terms
of cleaner air and creating an industry
that people can engage in. You men-
tioned about green procurement. The
government is totally supportive of that.
Even at this stage our regulation pre-
scribes that we are rational. We encour-
age our departments to procure stores
that are recyclable, that are durable, that
are energy efficient. I understand that
we are doing a review right now, which
will be ready by the middle of this year,
and that will point the way as to how we
could enhance that even further.

Q: The government has allocated $100
billion to the SMEs loan guarantee fund.
However, bankers are still very reluctant
to lend to SMEs. What do you think
those bankers are worried about and
why are they not giving loans to SMEs?

FS: The scheme is $100 billion in total,
and we are guaranteeing 70% of all the
loans lent to SMEs. The process did
not really start until towards the end of
December. So actually in the last two or
three months it has been moving quite
quickly with close to 4,000 applications
being approved and about $8 billion lent
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Financial Secretary John Tsang fielded some

pointed questions at the Joint Business Community
Luncheon on March 9. Following is an abridged
version of that question and answer session
00000000030900000000000000000
00000000000000000000000

during that period. We are satisfied with
the magnitude of that and I think the
process will accelerate and go further.
We will have a review of that at some
stage and see if there is anything further
that we need to do.

Q: I don’t think there’s anyone here who
doesn’t agree with the principle of fiscal
prudence, but it seems to me you could
equally argue that the prudent approach
today is to spend more rather than to
spend less — to anticipate the problems
rather than react to them.

FS: We have not held back at all on our
expenditure. This year our expenditure is
over $300 billion and if you compare that
with our figure of two years ago we have
increased by 20%. During that period the
GDP growth was 1.8%, so we are keeping
up at a very high expenditure level. All
our departments have increased expendi-
ture and we are maintaining that.

I don’t think that is a short-order for
this period and we are continuing to do
that. We have also introduced a very big
infrastructure programme. This year it
has gone up to about $40 billion and in
the coming years it will go as high as $50

HKSAR 2009/10 Budget Debate 0 0 0 0 2009/100 000000000

The Financial Secretary delivered his Budget for 2009/10 amid the global
economic crisis. Some people felt the measures didn’t go far enough in
tackling the worst of the financial crisis. To share their views on what they
thought of the Budget, the Chamber organized a special roundtable on
February 27 with: Tony Miller, Senior Consultant for King Yip Group; Prof
Lok Sang Ho, Director of Centre for Public Policy Studies of the Lingnan
University; Jeffrey Lam, HKGCC LegCo Representative; Alex Fong, HKGCC
CEO and David O’Rear, HKGCC Chief Economist.
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Members can watch the debate at iBulletin
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billion each year for quite a sustained
period of time. This is very high expend-
iture but that is paying for the future
because with our infrastructure projects
we will have improved connections with
the Mainland and that ultimately will
improve our economic well-being. All
of that is really preparing for the future
and there’s really no question that we are
holding back on expenditure at all.

Budget Thoughts 10000
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Q: It appears the promotion of the

green economy — mentioned in your

Budget — is still at a conceptual stage.

Does the government have any pol-

icy measures that will accelerate the

development of the green economy in
Hong Kong?

FS: We are pushing out a whole series of

legislation on different aspects to help us

improve the environment here. We have

been working closely with the power

companies. We are working closely on

different levels with our neighbours to

the north and we are beginning to see

results of that. We have set up some

objectives that we achieve a cer-

tain standard by 2010 and we are

on the way to achieving that as

well. We will keep reviewing where

we are heading and keep improv-

ing on those standards and I have

every confidence that we will be

able to achieve that in no time. &

David O’Rear shares his personal views on what he thought of the Budget

inancial Secretary John Tsang Chun-

wah’s 2009/10 budget universally
disappointed interested parties, which
may well have been his intention.

No one is pleased. Fiscal conservatives
bemoaned the cumulative $100 billion-
plus deficits. Populists denounced
insufficiently generosity. Salaries
taxpayers will get less of their money
back than in the previous (boom-times)
year. And, the business sector is
struggling to understand why its urgent
SOS was ignored.

It was never going to be an easy
budget to write, given the huge
uncertainties swirling around us.
Although Mr Tsang clearly understands
the dangers facing our economy, and
articulated them without attempting to
soft-pedal the news, in the end he did
almost nothing about it. Instead, in the
middle of a financial and economic
typhoon, he opted to continue to save
for a rainy day. Either he knows
something no one else in the world is
privy to, or the FS has missed the most
important mark of his career.

And so, the government will hire
more civil servants and provide partial
funding for short-term internships in
an effort to sop up some of the tens of
thousands facing unemployment.
Companies will go under as they
struggle to pay licensing fees and
provisional taxes on profits never to be
earned.

Unemployment can easily return to
the 8.5% rate felt in 2003. The loss of
150,000 jobs (just over 4%) and a
similar increase in the labour force
due to laid-off workers in the
Mainland and Macau returning to
Hong Kong as their jobs vanish would
easily push the unemployment rate
over 9%. The $2.4 billion increase in
the social welfare budget is equal to
$8,000 for each of our illustrious
newly unemployed.

If the early 2000s depression is any
guide, government revenues could
easily fall $50-60 billion below last
year's levels and crawl back up only
over a period of 5-6 years. The FS’
expectations are laid out in the first
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chart, where his unbridled optimism is
reflected in the steady rise in operating
revenues (50% dependent on direct
taxes). The likelihood that returns on
investments will remain strongly
positive over the next five years is left
as an exercise for the reader.

On the spending side (the second
chart), it is business as usual. The sharp
increase in recurrent spending in the
previous budget reflects massive
payouts for long-term investments, as
our peculiar budgeting proclivities
dictate. Broken down by subject area
(the third chart), we can see across-the-
board increases over the levels of three
years ago, and not by small amounts.

Budgeting is much more of an art
than a science, and one that frequently
produces the fiscal equivalent of
misspelled graffiti. Estimating future
revenues is the usual culprit, but extra
expenditure to hold down the size of
the resulting surplus also plays a part.
In just 12 short months, as our final
graph indicates, the estimated level of
fiscal reserves in 2012/13 is now
thought to be $330 billion too
optimistic, or 45.7%.
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Visit iBulletin  to watch

the full luncheon and

download the Financial
Secretary’s speech.
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www.chamber.org.hk/bulletin
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David O’Rear is HKGCC's Chief
Economist. The views expressed in this
article are his own and do not
necessarily reflect those of the Chamber.
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April 2009

SUNDAY MONDAY TUESDAY WEDNESDAY

Luncheon with Lord Mervyn Davies, CBE, Luncheon with Professor Nouriel Roubini:
“Current Outlook on the Global Crisis and
Prognosis for Economic Recovery”

Minister of State for Trade & Investment,
United Kingdom

Ballroom, Island Shangri-La Hong Kong
April 20

Ballroom, Island Shangri-La Hong Kong
April 17

BB 50 Highlights

Hong Kong as a RMB Clearing C Taxation Committee Meeting
Centre R Collaborate for Opportunities in
Adversity — Are You Ready?
L Luncheon with Professor Nouriel T Effective Negotiating N HKGCC Ship Visit to Princess
Roubini: ‘Current Outlook_ on the T 0oooooooooo Cruises’ Diamond Princess
Global Crisis and Prognosis for
Economic Recovery” T Professional Telesales Skills
,R Cred'i[ R'Sks of Chinese Enterprises T Global Economic & Financial Crisis
in the Crisis ) — The Fall of The Global Financial
F Meet the Corporate Architects Systern and Its Implication
series: “The Unique Fun of Hong Kong” ystem and s Imphications
— Dialogue Cum Networking Cocktail
Reception with Dr Allan Zeman and
Tom Mehrmann
R Risk Management Planning St HKUST Applications of Advanced
and Implementation for Corporate Materials & Logistics Technologies
Downsizing, Plant Closures and Layoffs

Chamber Committees 000000

Americas Committee 00 00O CSI — Executive Committee CSI-Travel/Tourism Committee Economic Policy Committee Europe Committee 0 00 00

Mr Douglas Van 0 0 000 ooooodod —00oooo0 ooooooo —ooooo 0ooooooo Mr Bart Kimman 0 0 0 0 0
Asia/Africa Committee 01 0/0 0000  Mr Nicholas Brooke [ 0 [0 [] [0 Mr Michael Hobson (7 (] (0 (0 [ Dr Aron H Harilela 00000 Industry & Technology Committee

Mr Neville Shroff CSI-Financial Services Committee  Digital, Information and Environment Committee 10000 00000000
China Committee 0 0 0 0 0O joooooo —000ooo0o00 Telecommunications Committee ~ Mr Oscar Chow [0 00 0 [0 [ Dr Cliff CK Chan 00000
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Swire Properties was recently
awarded Clean Air Charter
Certification for its efforts to reduce
its environmental footprint. The
Bulletin spoke with the company’s
Head of Technical Services Cary
Chan recently on the whys and
hows of compliance.
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Environment

BULLETIN: Why did Swire Properties want
to get Clean Air Charter Certification?
CARY CHAN: Environmental issues
such as air pollution and global
warming need to be tackled through
the concerted effort of the whole

[ Ny O [

society. Swire Properties would like

to demonstrate our commitment on
mitigating air pollution; reducing
energy consumption and our support
to this regional campaign. Through this
third-party certification process, we can
benchmark and share our knowledge
and best practices with the industry.

B: What were some of the key challenges
in achieving this? How did you overcome
them?

CC: Swire Properties has be
the Building Environ
Method (BEAM) since
design, construction, operation
demolition of its buildings. Since

Swire Properties Awarded Clean Air Charter Certification
ALHmERERE OBHMERIE)

=] =%

RCRE

the Clean Air Charter commitments
incorporate similar elements of BEAM,
Swire Properties therefore is well-
prepared for this certification.

B: Some companies say compliance is
not cheap; what is your response to such
statements?

CC: Combating air pollution and global
warming is a long-term battle, we do
not base our decisions on short-term
cost benefit analysis. Our business must
get ready and be competitive in a “low-
emission” economy where fuel prices
and related social cost will be much
higher. There will be more stringent
regulations that would put companies
out of business if they are not ready to
adapt to those changes.

Swire Properties, instead of only
complying with the existing regulations,
is looking ahead into the global trend
and changes in other countries. We aim
at preparing ourselves better for these
changes and the social cost impact for a
long term.

B: What advice would you give to
companies considering going through the
certification process?

CC: My advice is that companies should
not take the certification as their goal of
protecting the environment by satisfying
the requirements of the certification
only. They should have a thorough
understanding of how their business is
affecting the environment, and develop
their strategies in minimising its
environmental impact.

To achieve this, data collection and
analysis are important to give companies
a better understanding of their mode
of operation and its environmental
impacts. Another important point is to
get the buy-in from the budget holders
who will be making decisions on
allocating investment for environmental
improvement works.

B: How does Hong Kong measure up

in terms of green building practices
compared to other cities?

CC: Some green building practices
cannot be applied to all cities because
of differences in climate and other
local conditions. However, according to
our benchmarking exercise made with
companies in Singapore, UK., U.S. and
Hong Kong, the practices being adopted
in building design and operations in
Hong Kong are comparable with the
international standards. ¥

For more information on the Clean Air
Charter Certification scheme and case
studies, please visit www.cleanair.hk
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Don’t you wish you could
apply for a
Certificate of Origin online?

Mow you can,
with HKGCC’s FREE
online Webco service

Visit www.webco.hk to register.
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