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

management is on the increase as Crown acquires its third storage complex.
2000 - 20 years and two million boxes on, Crown Records Management breaks

. ~ . 2 X
new ground as the leading confidential document storage company with the launch
of a state-of-the-art web tracking system that offers efficient self-monitoring WN
capabilities. 2001 & beyond - Crown's future capabilities include: 1.Establishment

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

2.Development of an imaging service for scanning documents and storing the disc. el 0 kgl S R 1) 2
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Members in Touch

A 1B

Got something to say? Then make your voice heard in The Bulletin. Send
your letters to: The Bulletin, HKGCC, 22/F, United Centre,
95 Queensway. Or email, bulletin@chamber.org.hk
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THANK ‘HONG KONG IS MY HOME - SUPPORT FRONTLINE
HEALTHCARE STAFF COMMITTEE

During the SARS outbreak in Hong
Kong in mid-2003, your Chamber
provided strong support to the anti-SARS
effort and gave great encouragement to
frontline healthcare staff. These were
critical factors in our success in
combating the disease in Hong Kong.
With great enthusiasm about Hong
Kong affairs, your Chamber supported
the formation of the “Hong Kong is My
Home - Support Frontline Healthcare
Staff” Committee. In recognition of
healthcare staff’s selfless dedication and
professional spirit, the committee first
organised the “Hong Kong is My Home
— Salute Healthcare Professionals”
Presentation Ceremony in early July to
present “Anti-SARS Badges” to the
healthcare heroes. Later, the committee
published a commemorative book
named “Anti-SARS Heroes” and worked
with Asia Television to produce an

anti-SARS documentary called
“Surviving Difficult Times.”

During that period, your
Chamber’s tremendous support for the
frontline healthcare workers not only
greatly inspired the community, but
also substantially boosted the morale of
our staff.

Your Chamber’s support has
impressed all our healthcare staff
profoundly. It is also a reflection of Hong
Kong people’s unity. With your
encouragement, we will continue to do our
utmost to protect the health of Hong Kong
citizens. Your Chamber is really a strong
partner of the Hospital Authority and we
hope to maintain cooperation with you in
the future to build abetter Hong Kong.

Dr William Ho
Chief Executive
Hospital Authority

il [FREER - IHREEAR | AT

FHAFHRNARNFRRERE
15 ESREEFRATHE =B
AIREERE  EEBTUENRAE
RPHISHEERBA - SHORNE
2% BB EAK Fﬁlﬁmﬁz%—
ZHARBEAE] 288 FRA
FLAMCERT [EBREK —M@
BEAESBWMAE]  BERAXEL
5 RISBERSEHNIFASEIL
MEREY - BERFN T AYHRT
HABL BEITER) L&k WK
THERBSRIENRLCHES (ER
BE) o

BEEAENRPBEEIFNER
MREERBNITHMERHEHR
ﬂ'jﬁin  BELEBMERAE -

ENXHF I ESHMARERE
ﬂ$; RZRE  BRETERBAEL
RENBEY - BT ARVE® - &M

SRUTHREBEBRMEE  2HRES
BmRER - %E%%V”‘:EEE’J
FRME - FEAKRMEENR BERE
B HREXFHNES -

Eh EEFITHARE
k2B L



H 2R = fx
RE
1514 3%

3'ﬂ@2ﬂ&@ﬁ“

(.3

— ANZEHREUH

-

HERERRERS 2 EARELEOBREEBERKEKRER
SIEReEWE HE O R AVIB 5K -

mEim LA [ MM AR32 88 | (DP) ~ R H 22 & | (DA)sK [ #ok ] (OA)
TR TEBINER - ERB —RINREREKRE - R F &
FIEMMAEMEEERAR - BEXRSZEIOY °

(T
B SR EALR 1 2732 9988 tl’ ECIC

#Z8HE - www.ec-link.com.hk FBHOGERRRS



From the Chairman &&=

The Return to Fiscal Responsibility

With Hong Kong's economic prospects looking brighter, it is time to return our focus to
rebalancing the public accounts, writes ANTHONY NIGHTINGALE

other media, your Chamber has taken a firm position on the

need to rebalance our public accounts. During the SARS crisis,
we recognised the need to act quickly to confront an immediate
threat to our economy, and advocated measures to address highly
unusual circumstances, realising that in the short term this would
exacerbate the deficitsituation. Now, with the necessary relief
measures in place and economic prospectsbrighter, it is time to
retumn to our top priority: rebalancing our public accounts.

In the next few months, government will again be drafting the
budget, and I believe it is time to get serious about bringing our
spending in line with our revenues. Over the past decade, our
recurrent revenues increased an average of 1.3 percent a year, while
spending grew 9 percent per annum. In the first half of this year, the
shortfall on the operating account is likely to be nearly as large as
that for all of last year, which at more than 5 percent of GDP, over
$60 billion, may well affect our international credit rating. At this
rate, our fiscal reserves will vanish in 2006.

Theanticipated switch to accrual accounting, while long over-due,
will make the overall deficit look smaller, but doesn’t change the
pressing need to get serious about bringing spending into line with
income. Many people have suggested the use of government bonds to
improve the fiscal position, which may be acceptable for the funding of
infrastructure projects, but not to cover the operating deficit.

As with any corporate balance sheet, governments have to
consider both spending and revenues. In Hong Kong both columns
need major surgery. However, unlike companies that can close
down unprofitable operations relatively easily, governments are
constrained in their cost-cutting actions. Aside from public
expectations that services provided in the past will continue to be
available (at little or no cost), civil servants are employed on
“permanent and pensionable” terms, and cannot easily be laid off.

Our recurrent revenues have been declining for five straight
years, while our spending has increased without pause. In this
year's five-year forecast, a 7.7 percent average annual rise in
operating revenues from government taxes, fees and other sources is
projected, nearly three times as fast as the estimated growth in
nominal GDP. This is optimistic.

Our shortfall in revenues is closely tied to economic performance,
so it should be no surprise that more than 40 percent of the decline in
operating revenues in the 2002-03 fiscal year was due to lower profits
taxes. If companies are less profitable, higher tax rates will not solve
the problem. And, when companies are struggling to recover, taking a
larger share of their earnings in taxes slows job creation. We must find
another way. It is the spending side that causes the most concern.
After five consecutive deficits we have yet to see a major effort to
reduce the cost of govemment. Operating expenses, which are slated
to rise 5.4 percent this year, are already up 20 percent, with no relief in
sight. It is time to set lower spending limits, not higher targets.

| hrough submissions, lobbying and comments here and in
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What can be done? First, we need to trim the size of government
through significant head count reduction and far greater use of
public-private partnerships. We therefore welcome moves to attract
private investors to redevelop the Central Police Station, build an
ice-sports centre and town park in Tseung Kwan O and create a
leisure and cultural centre in Kwun Tong. More such projects need
to be added to the list, and quickly. But there are examples of
govermment entities moving in the opposite direction, for example
the Housing Authority is now planning to “in-source” certain
maintenance projects previously let to the private sector.

Trimming head count is more difficult, but needs to be done.
One area is water and sewage, which have been successfully
privatised in other communities. Another is highway maintenance,
and a third is care for the elderly. These are services paid for by the
government, either directly or through subvention that may well be
handled by the private commercial sector. While government
would still fund the work, private contractors have been proven
time and again to be far more economical service providers.

Take it a step further. The trading funds were set up in 1993 to
improve public services by putting functions such as land
registration on a more business-like footing. They were a neat step to
move toward privatisation without having to face the political
problems of selling off state assets prior to 1997. With that concem
behind us, we are now free to move toward full privatisation, and in
doing so, reduce the cost of government services. This is an
important point: the objective need not be full cost recovery, but
merely cost reduction.

At the same time, the tax base is much too narrow to support
even a reduced spending program. Sixty percent of all salaries taxes
received are paid by just 10 percent of taxpayers, and less than one-
third of all employed people even pay a salaries tax. We need to
broaden the tax base. The quickest way to do this is to reduce
personal allowances, which are among the highest in the world.
Over the medium term, we also need to ensure that our revenues
are more robust in the face of economic uncertainty. When times are
tough, profits and incomes fall, and so do revenues. It is therefore
time to undertake a serious discussion of the overall tax regime, and
to start the process of education and consultation on the nature and
level of a broad-based consumption tax.

Without a comprehensive and coherent plan to reduce
govermnment spending, the budget will never retumn to balance.
Higher tax rates and new sources of revenues will be required, and
Hong Kong will begin to lose some of its competitiveness as the best
business city in the Asian half of the world. Clearly, the next budget
will need to show steady, year-by-year reductions in recurrent
spending, and more reliable revenue sources. [

Anthony Nightingale is Chairman of the Hong Kong Ceneral
Chamber of Commerce.
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Inside Legco Mz THEHRE

Delays in Balancing the Budget
Raises Concerns

The government needs to grab the budget deficit problem by the horns, and do so quickly,
before it gets completely out of control, writes the Chamber's Legco Rep, The Hon JAMES TIEN

hen Henry Tang took up the post of Financial
VV Secretary in August, the community waited in great

anticipation for him to reveal how he plans to
manage public finances and ax the deficit. Last month, Mr Tang
unveiled his blueprint for restoring Hong Kong’s fiscal health.
He also revealed that the goal of balancing the budget target
will be pushed back two years to 2008-09, a move which many,
including myself, are concerned about.

To achieve this new target, the government must eliminate
its operating account deficit in the next five years. It plans to do
this by cutting its recurrent expenditure from HK$218 billion
for 2003-04 to HK$200 billion by 2008-09, and raise recurrent
revenues from HK$155 billion to HK$200 billion.

Sharp fall in fiscal reserves

Such a plan, however, runs the risk of seriously depleting
our fiscal reserves. Under it, the accumulated operating account
deficit will balloon to almost HK$200 billion over the next five
years. As a result, our fiscal reserves will plunge from today’s
HK$310 billion to just over HK$100 billion enough to support
the government for just five months.

Low fiscal reserves will put the Third Term SAR
Government in a difficult situation when it comes into office in
five years’ time. Moreover, the deficit will force international
rating agencies to lower Hong Kong'’s credit rating, which will
adversely impact the investment market. Aggressive overseas
speculators are also waiting to pounce on the chance to make a
quick profit when confidence in the Hong Kong dollar
weakens. In a nutshell, we cannot ignore the potentially huge
risks and adverse business environment that the deficit
threatens to create.

Mr Tang says the administration should save for a rainy
day and leave a prudent level of fiscal reserves for the next SAR
Government. But what is a reasonable level? Many scholars
and I believe that our fiscal reserves should be equivalent to at
least 12 months of government spending — around HK$200
billion. Unfortunately, when the next SAR Government is
formed in 2007, the budget deficit will most likely still be on the
back burner eating away at our shrinking fiscal reserves. This
whole situation is very worrying.

Regarding the suggestion of issuing bonds to raise revenue,
I think it is a sound idea for funding infrastructure projects that
provide economic benefits, but not to cover recurrent
spending. If the government issues bonds to finance its

© THEBULLETIN NOVEMBER 2003

excessive recurrent expenditure, that would be like spending
with a credit card that snowballs the deficit.

[understand that the government has postponed balancing its
fiscal target because it wants to give the community and the
economy more time to recover from the SARS outbreak.
Nevertheless, as mentioned above, doing so may have serious
repercussions that the government needs to study and adjust again.

Speed up spending cuts

Given the current predicament, the government cannot, of
course, increase taxes without the risk of slowing the
momentum of the economic recovery. It can, however, step up
efforts to cut unnecessary expenditure.

Current public spending accounts for 23 percent of Hong
Kong’s GDP, which is already too high by world standards -
especially when you consider that Hong Kong does not have to
pay for national defence or foreign diplomacy. Compared with
only about 16 percent of GDP in the 1980s and ’90s, the
government structure clearly has grown too fat and needs to
slim down as soon as possible.

Mr Tang has proposed reducing government operating
expenditure by 11 percent over five years, but - even though I
think the proposed reduction is not enough —and I am worried
that the government will also fall short of this target.

Since all principal officials and the Chief Executive will leave
office in 2007, any proposed cuts may be postponed until 2008-
09. Furthermore, Mr Tang made no mention of retrenchment or
restructuring of the civil service in his announcement, and we
all know that if the government is not determined in getting rid
of redundant staff, it simply cannot effectively reduce its
expenditure.

I, together with other Legco members representing the
Liberal Party, have expressed the above concerns during a
meeting with the Chief Executive. And when I meet with the
Financial Secretary later to give my views on the 2004-05
Budget, I will stress to the government the importance of not
just cutting expenditure, but doing so quickly.

If you have any comments or proposals on my views, please send
them to me directly at, Legislative Council Building, 8 Jackson Road,
Central, Hong Kong. Or email me at tpc@jamestien.com. Tel. 2500
1013, Fax 2368 5292. 1

James Tien is the Legco Representative of the Hong Kong General
Chamber of Commerce.
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From the CEO A& W5E

It Is Membership Renewal Time Again

As we look back at 2003, companies have more reasons than ever to continue their
membership with the Hong Kong General Chamber of Commerce, writes EDEN WOON

ach year at this time, the Chamber begins the annual

membership renewal process by sending renewal notices

to our members. We naturally look back at the year to see
what we have done for members and how we can persuade
them to renew their membership. Many of you do appreciate
the work we do and the services we provide by signing up
again, but unfortunately — and disappointingly for
us - some of you apparently do not believe that
there are sufficient reasons for you to renew your
membership.

This year, as we look back at 2003, we found

more reasons than ever for you to continue your
membership in the Hong Kong General Chamber .

SARS and CEPA. One was bad news for Hong
Kong, and the other is good news for Hong Kong.
And the Chamber worked hard on both of them.
With SARS, we helped members through
words and through action. While Hong Kong was
fighting this terrible disease on the medical front, we fought on
the economic front. We solicited views, many of them heart-
wrenching, from our members and suggestions to forward to
the government on what it should do — many were adopted by
the government. We offered advice to members on what they
should do to weather the storm. We told the world of the true
situation here in Hong Kong by drafting letters for our
members to send out to friends and clients overseas and by
speaking out to our international contacts and to the
international press. We participated in the Operation Unite

of Commerce. Two acronyms stand out in trying ‘{'I’
to catalogue what we have done for you this year: e
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| campaign to bring society together, and we offered a 555

Revival plan for Hong Kong that was widely acknowledged as
being the appropriate plan to take Hong Kong upwards again.

With CEPA, many people know the Chamber initiated this
idea back in 2000. Vice Premier Wu Yi, in our Chamber’s
meeting with her in early September, told me that this idea
was “excellent, and had creativity!” The public
acknowledges that the Chamber played a
persistent and pivotal role in pushing for this
agreement to be signed in late June this year.
Our education process of our members and of
i the community went unabated in early 2003 and
' also in the second half after signing. Many of
our members’ suggestions were taken aboard by
the SAR and Central governments. While we
realise that not every member of the Chamber
will benefit from CEPA, many will directly and
others indirectly. At the very least, confidence
has returned to Hong Kong thanks to a large
part to CEPA. Finally, we published a 140-page
CEPA Report on November 1 to help members take advantage
of CEPA. (See page 21)

So on SARS and CEPA, members can see concrete results
from the Chamber’s work. These two issues, together with the
information, services, and networking opportunities we provide
to our members, surely are good enough reasons for all of you to
renew. [ hope you agree with me by renewing as soon as you
receive our renewal notice. We thank you in advance. [

Dr Eden Woon is CEO of the Hong Kong General Chamber of Commerce,
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SYNCHRONISED COMMERCE

_ﬁ.

Why do CEOs love golf?
It's that feeling

of perfect timing.

All CEOs love synchronised things.

To them, UPS brings ‘synchronised
commerce’. It's the non-stop orchestrated
flow of goods, information and funds.
Our customers find their supply chains
become instantly intelligent. Payment
speeds up. Efficiency increases.

Their employees can focus on what'’s
important: producing, selling, customers.
It's not pie in the sky, its feet on the
ground. Want that synchronised feeling?

Get in touch.

For more information, please call
27353535
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You make tough decisi onsevery day. Here's an easy one...

RENEW YOUR HKGCC MEMBERSHIP NOW...

and....

e The Chamber will continue to act as your voice to
advise the SAR Government on matters affecting
business and the economy

¢ You and all your staff will continue to enjoy all the
benefits and privileges we provide to our members

¢ You will continue to be kept abreast of the latest
industry trends and economic developments through
our publications, seminars, workshops, and other
business information

e You can continue to develop fellowship in the
Chamber and expand your business networks

Remember, we are truly an independent body representing
the diverse interests of the entire business community in
the HKSAR. Only with your support can the Chamber
remain as the largest and most influential business
organization in the HKSAR.

Annual renewal fee HK$4,000 (one year) /
HK$10,800 (3-years: 10% discount before January 31, 2004)
“ Renewal notices were sent to all corporate members in late-October.

For inquiries please call 2823-1203 or email membership @ chamber.org.hk
www.chamber.org.hk

HKGC&

Hong Kong General Chamber of Commerce

HB AR B =1861

2004 Member Benefits Program

For two years in a row, the Member Benetits Program has proven to be a
fantastic tool for members to promote their unique products and wonderful
services to HKGCC members by offering exclusive discounts. The total
circulation of the program booklets is around 20,000 for the entire year.

Absolutely no charge for participating merchants and companies.

Deadline for submission is November 30, only members are eligible
to participate.

Interested members please contact Maggie Fung at 2823 1209.
(Fax: 2527 9843 / Email: mfung @chamber.org.hk)
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Businesses have long lived by the rule that price is king, but many firms are now starting to
discover that price is no match for branding power, writes COLIN BATES

he concept of brand building in Hong Kong is a
new idea, but one that is being eagerly discussed
by govermment and businesses alike, and for good
reason. The true beauty of brands lie in their
ability to create value for their companies, their
economies and their countries by changing consumer behavior.
Of course this is not true of all brands, but the strongest brands
are very powerful indeed.

@ THE BULLETIN NOVEMBER 2003

Arecentstudy of brand value produced jointly by Interbrand,
Business Week, Citigroup and Morgan Stanley, estimated that the
combined value of the world’s top 10 brands was a staggering
US$385 trillion. This is not the value of the companies, nor their
factories or stock, it is the value of something completely intangible,
their brands.

But we shouldn’t need financial studies to convince us of the
value of brands. We know from our own experience that we will
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The real success story of branding in recent decades has been
the way in which companies have used their brands to turn the
satisfaction of complex and even spiritual needs into commercial
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— Simon Anholt, Brand New Justice: The Upside of Global Branding
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pay more, more often, for our favorite brands, creating greater
revenueand profitability to thebrand owners. In retum, we expect
the brand to deliver greater value to us. Brand value transcends
notions of ‘product quality’ - it taps into our social and imaginative
nature to actually transform the consumption experience.

But what is a brand?

Some people think of a brand as “signs and symbols.” Others
think of a brand delivering “a promise of satisfaction and quality.”
Both of these ideas are valid, but a brand can be much more.

A poetic definition might be “a brand is the most valuable
real-estate in the world, a corner of the consumer’s mind.” Simply
put, a brand is “a collection of perceptions in the mind of the
consumer and other stakeholders.” Abrand is notjust the product,
not the packaging, not the advertising, not the after-sales support,
not the contract details. It is all of these things, and many more.
Every experience of the brand has the opportunity to build value
or destroy it.

To build brand value, everything that abrand “says and does”
should work towards a place in the consumer’s mind that is:

1. Distinctive (from the competition)

2. Motivating (to consumers)

3. Credible (rooted in the truth)

4. Enduring (with a good “fit” to market trends)

5. Strategic (in line with the objectives of the business)

probably wouldn’t even know are from Hong Kong. Binatone
Telecom is a Hong Kong-based company that is hardly known
here, but which has significant brand presence in markets such
as Germany and Russia, and is a household name in the U.K.
There is Neil Pryde, which manufactures almost a third of the
world’s windsurfing sails, another Hong Kong brand that most
people in Hong Kong wouldn’t recognize. And there are many
others too: successful Hong Kong businesses that have built
strong, motivating and distinctive brands in regional and
international markets, without communicating that they are
“from Hong Kong.”

Hong Kong brands, but not always branded
from Hong Kong

The country of origin can be a powerful asset to a brand. The
image of a country and the image of its brands often work in
unison, mutually re-enforcing each other to the benefit of both.
For example: the Marlboro cigarette brand is about individuality,
freedom and masculinity. The association with America, and
particularly the “Wild West” works well for the brand.

German car brands, such as Audi, Porsche and BMW, have
built from and contributed towards Germany’s reputation for
“precision engineering.”

And in Asia it is Japan, with its technology and design skills
(both with deep roots in Japanese culture) that projects a distinctive
country image that has benefited

We all know that the Disney brand is our most valuable asset.
It is the sum total of our seventy-five years in business, of our

reputation, of everything that we stand for.

— Michael Eisner, Chairman and Chief Executive, Disney
HIFREE - BT EmEREFIREENEE - ©E25HE
75 FXF  FERURIET —IREAIER °

- BT EEFEFITEALZE Michael Eisner

Japanese brands as diverse as Sony
and Hello Kitty.

But what of Hong Kong? Our
culture is predominantly Chinese and
in that respect it doesn’t offer a
distinctivestory to Mainland Chinese
consumers, nor does it help us stand
outagainst Mainland Chinese brands
when competing in other overseas
markets.

It’s for these reasons that many
existing Hong Kong brands tend to
make little reference to their country

To achieve this, other “stakeholders,” such as employees and
distributors, have to buy into the brand, so the brand has to offer
them something distinctive and motivating too. This is
particularly true as more and more of our economy is driven by
service and corporate brands.

Hong Kong's success stories

Hong Kong has the skills to build strong brands, and there are
notable success stories, which tend to fall into three categories -
traditional Chinese brands, service businesses, international brands.

Traditional Chinese brands, especially in the food category,
are well recognised not just in Hong Kong but internationally.
Amoy, for example, is one of the world’s most recognized food
and sauce brands, marketed in more than 40 countries around
the world.

In addition there are successful Hong Kong brands that you

(® THEBULLETIN NOVEMBER 2003

of origin: quite simply it doesn’t offer
a particularly motivating brand story to the consumer.
Developinga distinctive and motivating “cityimage”is along-
term process, one which Hong Kong has been grappling with for
many years. It is an issue for the government and society, and a
successful outcome certainly would be of benefit to Hong Kong
businessmen as they work to build brands. However, there can
be (and already are) successful Hong Kong brands, even if they
are not always branded “from Hong Kong.”

The process of effective brand management
Brand management, like any other aspect of business, can be
thought of as a disciplined and structured process. But it is more
than just that, and in some respects brand management
encompasses every aspect of what a company does and says.
This perspective is becoming increasingly common, as CEOs
shift their thinking away from corporate “vision and mission”
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If You've Got it, Brand It

any companies confuse branding with design,
,\/I marketing and public relations, says Eric Cheung,
Executive Creative Director of BrandsNation.

“Branding is more than simply a beautiful design, or
logo,” he explains. “Branding encompasses the core
values of a company, its strengths, its vision.”

Hong Kong does not have too many well-known
brands, which he attributes to businesses desire to make
a quick return on their investment. However, smaller
companies are increasingly planning for the long-term and
are looking to grow their own brands in the Mainland
through the window of opportunity that CEPA has
presented, he said.

“Branding seems pretty hot recently, especially when
we can enjoy the advantage from CEPA. Many companies
are planning to penetrate the China market with the ‘Brand
from Hong Kong’ tag, because Hong Kong products and
services still have an edge and enjoy positive recognition in
Mainland China,” he said.

In the 15 or so years that he has been working in the
industry, Mr Cheung said branding has never presented

as many opportunities for businesses to grow, nor been
as important, as it is today.

"Branding seems pretty hot recently,” says Mr Cheung.
SRRVE R RIS B RE0 B A EPIRERE o
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Ultimately, strong branding is not just a promise to our customers, to our
partners, to our shareholders and to our communities; it is also a promise to
ourselves... in that sense, it is about using a brand as a beacon, as a
compass, for determining the right actions, for staying the course, for
evolving a culture, for inspiring a company to reach its full potential.

— Carly Fiorina, CEO, Hewlett-Packard
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towards the idea of a corporate brand
as the driving force behind the success
of the company.

Whether the brand is a corporate,
service or product the brand
management process is the same in its
overall structure:

Discovering your current brand
Don’tjust think of customers. There can
be many groups involved in your brand.
Your list of stakeholders may include:
employees, business partners,
distributors, investors, even yourself - as
well as customers. Very few companies
understand what their stakeholders
really think about their brands. And very

often this “current brand” doesn’t make
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Colin Bates £ BuildingBrands Ltd (www.buildingbrands.
com) Bl AFESEFH “Managing Your Total Brand” 1€
& & colin.bates@buildingbrands.com °

With many companies believing that their product or
service is unique or among the best in the market, branding
not only adds value, but also builds up the loyalty and trust of
customers who will keep using certain branded products or
services, he says. The alternative is discounts and more
discounts, which can be very unhealthy.

But isn’'t branding just for multinational companies with
huge budgets?

“That is totally untrue. If any businessman wants to
survive and build a sustainable relationship with his
customers, then he needs branding, regardless of the size of
the business,” he said.

Just how much a company should spend on branding
depends on the scope and timeframe they have in mind. To
brand internationally can be very expensive and takes years,
but building a brand locally, or in a single market, does not
require a great deal of capital.

“If you are a little café and you make what you consider
to be the best steamed buns in Hong Kong, then you could
brand your buns by using the tools of quality, uniqueness
and the values that went into making them,” Mr Cheung
explained. “These qualities form the backbone of branding.
Again, it is not just about fancy logos and big advertising
budgets, it is about the values of the company and
customers respect that.”

very pleasant reading. This is not what
the company wants the brand to be, it is “warts and all” - a true
picture of the brand as it is now.

Gathering this kind of information, presenting and discussing
it at a senior management level, can be a powerful catalyst within
the company.

Defining your desired brand How many of your managers
can clearly define the brand you are trying to build? And if they
can’t define the brand, how can they make judgments about what
action will most effectively build the brand? It is essential to define
your desired brand, the one you are trying to build in the mind of
your stakeholders.

Mr Cheung says a good branding consultant could take
almost any product or service and craft a brand building
program for that business.

“Of course we cannot cheat the market. If a product is just
run-of-the-mill then there is not a lot you can do. But if it has
only one unique element, either in function or design, then you
can build that into a valuable branded product,” he said.

A common mistake businesses tend to make when trying to
build a branded product is to cling on to an old idea, service or
concept which the boss emotionally considers his baby and just
won't let it go.

“They tend to fall in love with something and rely on a
beautiful design to market it. Without objectively looking at it
and developing a strategic communication plan to build it as a
brand, it is bound to fail,” he said.

“Branding is all about communicating to customers the most
differentiating qualities and uniqueness of your product or
service to build a sustainable relationship. The market is
evolving every second, so you are fooling yourself if you think
putting old wine in a new bottle will make a difference. If you
truly reflect your brand’s promises consistently with a distinctive
look and feel to your customers, then that is branding.”

Members can contact Mr Cheung for more information on
branding at, eric @brandsnation.com
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Defining your desired brand is a process of research,
investigation, distillation and inspiration. You need to get to the
point where you can define how you are distinctive from your
competitors and motivating to your stakeholders, in a way that
will endure and meet your business objectives.

Delivering the branded experience Successful branding is
not just about advertising and communications. It is about
harnessing every aspect of the experience to create brand value.
This includes the product experience, communications and
contacts between employees and customers.

Everything that you say and do will either build your brand -
strengthening your position in the marketplace, securing revenue
and increasing the value of your business - or weaken your brand
through inconsistent and mixed messages.

This is true whether you are a new company with two or three
employees, or a global corporation with offices around the world.
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Keeping on the right tracks Managing your brand is an
ongoing process, not a one-off activity. This final step is one of
measurement and monitoring, to see how successful you are in
moving towards your desired brand and the additional steps you
may need to take.

Outlook for Hong Kong brands

As Hong Kong seeks to create value in its economy and
society, the role of brands and brand management will be vital.
The signs are very positive that we have the skills and resources
within the business community to continue and accelerate the
development of Hong Kong brands. [

Colin Bates is Founder and Director of BuildingBrands Ltd (wwuw.
buildingbrands.com), and author of “Managing Your Total Brand.” He
can be reached at, colin.bates@buildingbrands.com
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HITEC is the perfect place for banqueting. Our banquet rooms are fully
equipped and impressive. With the ideal dining facilities, we serve

A splendid Chinese and Western cuisine for your annual dinner, corporate 4
function or special event up to 6,000 people.

* Column-free Grand Ballroom Style Rotunda Hall can accommodate
” 1,200 people

* 19 function rooms for small banquets <
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) . VSpeclal Packages ‘,
/ o ® X'mas party — Lunch $220 up (per head)

— Dinner $300 up (per head)

Enquiry Hotline B 55 e
2 6 2 0 2 3 0 5 ] * all prices are Sect to 10% service charge

................................................... " including shuttle service to MTR station

A ° ’ )

/ 2 < AL )
Hongkong International Trade & Exhibition Centre
1 Trademart Drive, Kowloon Bay, Hong Kong ’
Email: salesmgr @ hitec.com.hk /]
Website: www.hitec.com.hk
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Trade and Unemployment

The causes of job losses in the United States cannot be solely blamed on imports,

writes DAVID O'REAR

hina is being accused of causing U.S. unemployment by

selling to American consumers goods that otherwise might

be purchased from U.S. manufacturers, and doing so
because of an unfairly weak exchange rate. If successful, pressure
on China’s exports would have profound implications for Hong
Kong. But, what is the evidence?

Clearly, Chinese exports to the U.S. are strong and growing,
and U.S. unemployment is higher than expected. One year ago,
China for the first time contributed a larger share of U.S. imports
than Japan. Shortly thereafter, the campaign to reduce China’s share
of the U.S. market began, first with warnings not to “unfairly” hold
down the value of the renminbi vis-a-vis the US-dollar, and lately
with threats toimposeimport duties on Chinese exports to America.

Aside from the historic shift between Japan and China in the
U.S. import data, another factor was at play: recession. The first
chart shows the typical pattern of job growth in the U.S. during
and immediately aftera recession. In the seven post-war recessions
prior to 2000, the U.S. economy contracted year-on-year for at
least three quarters. As growth turned negative, the economy
stopped net job creation, with the deepest contraction (usually
about 2 percent) coming in the typical recession’s third quarter.

€® THE BULLITIN NOVEMBER 2003

As the economy recovered, employment growth was delayed,
until the fourth quarter after the on-set of recession, i.e., the second
quarters of the recovery. There’s nothing unusual about this, as
employment is a lagging indicator: companieshire after an up-tum,
not in anticipation of one. This time, however, things were different.

Not your typical recession

In the latest U.S. recession, shown in the second chart, the
downturn was both shallower and shorter in duration. In fact, it
was one of the shortest and mildest on record. Since recessions
have the effect of forcing uncompetitive companies — and people
- to find something else to do, a short, shallow recession does not
adequately shake out the deadwood.

Further, this recession was driven by over-investment
(remember the dot.bomb?), rather than the more common pattern
where over-consumption leads to corrective interest rate hikes to
curb inflation. Investment is far more persistent than consumption,
and so there has been a correspondingly sluggish recovery.

On the job front, the first quarter in which the U.S. economy had
fewer employed people than a year earlier (call it the “employment
recession”) did not occur this time until after the recession was over,
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O’Rear’s View B K HEF

in the first quarter of recovery. Moreover, recovery in job growth has
been far slower than in the typical scenario shown in the first graph.

Nor China driven
So, is this “jobless recovery” due to imports from China? It is

true that U.S. imports from China were up 26 percent in the first

eight months of this year, as compared to January-August 2002,

and thattotal U.S.imports were up only 8.5 percent. But, thatneeds

to be balanced against the change in U.S. exports to China, which
were up 26.1 percent, while total imports were up just 2.4 percent.
Run those numbers again: U.S. imports from China expanded
three times faster than total U.S. imports, but U.S. exports to China
expanded nearly 11 times faster than total U.S. exports. China, it
turns out, has been a key market for U.S. exports this year.
While a rise in imports may lead to job loss (or, to slower
growth injob creation), a shift in purchasing from one foreign
supplier to another would have no direct impact. The third chart
shows a long-term perspective of U.S. imports from North-east

Asia: Japan, China, South Korea, Taiwan and Hong Kong. The

suppliers, excluding China, are shown in blue, and China alone

in red. Two things immediately are evident:

1. The share of total U.S. imports coming from North-east Asia
- including China - declined, from 30-35 percent in 1985-95,
to less than 30 percent in recent years.

2. Imports from China are replacing imports from other parts of
North-east Asia.

Inthe 1970s, U.S. politicians began to criticise Japan for “stealing
American jobs.” At the time, Japan was a very difficult market for
foreign companies to penetrate, and foreign investment in the
country was quite small. Neither is the case today: U.S. (and other)
sales to China are rising very rapidly, and foreign investment has
become the stuff of legends.

As half of China’s total exports are produced by foreign-
invested enterprises, it is difficult to imagine that the profits from
those companies are not a benefit to theirhome countries. The fact
that the number of shareholders of such companies, and the number
of consumers benefiting from lower prices far out-weigh the
number of people discovering that making T-shirts in North
Carolina is no longer competitive seems to have been blown away
by the hot wind coming from Washington.

Implications for Hong Kong

As has been noted in this column before, Hong Kong depends
far more on international trade than on domestic factors [“It could
be (much) worse,” The Bulletin, May 2003]. Any action - revaluation,
import duties, quotas, boycotts, port strikes, SARS - that
undermines trade tends to deal us a very hard blow. To head off
potential disaster, we all need to work to educate politicians on the
folly of trade barriers. I

David O'Rear is the Chamber’s Chief Economist. He can be reached at,
david@chamber.org.hk
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Invest Hong Kong can help you
cut through red tape and find the
information you need to grow your

business. Contact us today at:

www.InvestHK.gov.hk

Investidis

The Government of the
Hong Kong Special Administrative Region

Suites 1501-6, Level 15, One Pacific Place
88 Queensway, Hong Kong

Tel: (852) 3107 1000

Fax: (852) 3107 9007

Email: enq@InvestHK.gov.hk
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Mainland China / Hong Kong Closer Economic Partnership Arrangement

05 Assessmen

This 140-page Chamber CEPA Report provides a detailed
analysis of how CEPA affects various business sectors covered
by the agreement. The Report looks at CEPA from the
viewpoint of the Hong Kong business community — tapping the
experiences of our membership. It discusses in depth each sector
which will benefit, and it basically contains “everything you ever want to know
about CEPA”. Businesses who want to seize the new opportunities which arise because
of CEPA will find this report to be invaluable as they do their planning.

. Get your copy today from the Chamber at HK$150* per copy (HK$250* for non-members). A Chinese version of this report will be
= available in early December, but you can fill in the order form now to reserve your copy. All reports must be picked up from the Chamber
“ - at 22/F, United Center, 95 Queensway Road, Hong Kong. For further details, please contact Ms Wendy Chan at 2823 1207.

~ Co. Name: [ HKGCC Membership No.:
__Address: ‘Contact Person:
_ Email: | Phone No.: lFax No.:

_Q English Version A Chinese Version [No. of copies (members @ HK$150; non-members @ HK$250)*
Cheque No. (Payable to The Hong Kong General Chamber of Commerce): | Amount Enclosed: HK$

Payment by Credit Cards: Visa / MasterCard / AE Card No.: | Expiry Date: I Total HK$

__Name of Cardholder:
__[For Office Use: Authorized Code: Date: ] Signature: Date:

* Postage not included
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s China Losing Its

Cheap Labour Advantage?

Mainland wages are rising steadily as companies dangle higher pay and better remuneration
packages to attract top talent, writes RUBY ZHU

driver of the country’s industrial growth. In recent years,

however, investors have grown concerned about spiralling
labour cost in the Mainland, which they fear will dampen the
low-cost comparative advantage of their investment in the
China market.

The latest pay statistics for China show that salaries for middle-
to high-rank staff working in foreign-owned enterprises have been
rising far more rapidly than the Consumer Price Index. Take Beijing
for example, average wages there have been rising at an annual
rate of 7 percentsince 1998, reaching 7.6 percent in 2003. Salaries
for senior managersincreased by 7.9 percent to about 700,000 yuan
per annum, while those for general staff increased by 5.8 percent to
around 50,000 yuan per year. Some employees in high technology
fields received year-end bonus as high as 500,000 yuan.

As Chinamoves towards a marketeconomy, fierce competition
for talent is pushing labour costs higher and adding to the difficulties
of doing business there.

Senior Mainland managers are paid 700,000 yuan annually,
which is comparable to their Hong Kong counterparts (average
annualsalary amounts to HK$780,000). Although the cost of living
in Hong Kong is far higher than that of Mainland cities, tax rates
here are relatively low, which balances out the level of disposable
income. Salaries paid to Mainland talent are also generally higher
than that of their counterparts in ASEAN countries, with the
highest-paying jobs being concentrated in Beijing, Shanghai,
Guangzhou and Shenzhen.

C hina’s abundant, cheap labour pool has long been a key

High calibre talent

Pirating of talented managers is rife in China. During the 1980s
and "90s, only foreign-owned enterprises in China could afford
to attract talented staff with attractive remuneration packages.
Private Chinese and state-owned enterprises, on the other hand,
faced with limited finances, could barely reward and motivate
outstanding staff with pay rises or bonuses.

Today, domestic private enterprises have learned from their
rivals that talent is critical to their success. They, too, now offer
staff remuneration packages comparable to international levels.
Over the past few years, many state-owned enterprises, especially
banks, have revamped their remuneration systems to attract talent
from home and abroad. This explains why salaries for senior
management have been rising constantly in the country.

With China opening its doors to more foreign enterprises

@ THE BULLETIN NOVEMBER 2003

under its WTO obligations, competition for talent to prise open
access to key Mainland cities is expected to intensify.

Low-skilled workers

Low-skilled workers in China, however, have been
experiencing a fall in pay. A few years ago, most general staff in
key Mainland cities fell into the 36,000 to 54,000 yuan salary band.
This year, however, most workers are in the 24,000 to 36,000 yuan
salary band, meaning 25-30 percent of workers in main cities earn
between 24,000 and 36,000 annually.

Wages for low-skilled workers fromrural areas, however, have
remained stable with annual salarieshovering between 6,000 and
8,000 yuan over the past decade. As China has approximately 700
million peasants, there is ample supply of low-skilled workers,
and as such wage levels for this category of workers are expected
to remain stagnant.

The cost advantage

With fierce competition for top talent and an oversupply of
low-skilled workers, the competitive edge of cheap labour varies
from industry to industry.

In the manufacturing industry, room exists for managers’
salaries to rise, whereas wages for general staff are predicted to
remainunchanged in the years ahead. This will drive production
of made in China goods, but it is also why the Closer Economic
Partnership Arrangement (CEPA) cannot attract labour-intensive
processes to return to Hong Kong, despite zero tariff for made in
Hong Kong goods entering the Mainland. Therefore, made in
China goods are expected to retain their low-cost advantage.

For the service sector, rising service standards has increased
demand for quality people, which in turn has pushed up the
general salary level and businesses’ operating cost. This trend is
threatening China’s competitive advantage as an outsourcing
service provider for other economies. Nonetheless, with the
Chinese economy growing rapidly, services targeted towards
Mainland people and businesses offer strong potential for growth.

Because companies in this sector have gradually been losing
their low-cost advantage, they may be able to capitalise on the
huge customer base in China. Moreover, the liberalisation of 18
service sectors under CEPA will provide Hong Kong service
providers with new business opportunities in the Mainland. [

Ruby Zhu is the Chamber’s Assistant Economist. She can be reached at
ruby@chamber.org.hk.
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Post Impressions

The South China Morning Post this month releases its moving album celebrating 100 years
of news reporting in Hong Kong. ANNELIESE O'YOUNG takes a look at this labour of love

warning and the Royal Observatory had not predicted foul

weather. But at 8:30 a.m. the typhoon gun began to boom out
warnings. A few minutes later, a screaming gale hit the
harbour. Within three hours, there were 30,000 dead.

Photographs of some of the wrecked vessels left stranded after
the storm show the fury of the winds. Another picture in this 260-
page vividly illustrated book shows the proud colonial buildings
along the Praya, what is now Chater Road, lashed by waves; one
building is clearly marked South China Moming Post.

This book by veteran Hong Kong journalist and Chamber
member Kevin Sinclair marks the 100th anniversary of the
newspaper. It’s one of numerous centenary projects in which
he was involved. Some of the 360 photographs in the book
were used in a collection of 100 postcards distributed to SCMP
subscribers. There is a spectacular mobile exhibition which has
attracted crowds of thousands in Pacific Place and other malls
and which will now go on display in universities, schools and
housing estates.

With photographer Chris Davis, Sinclair tramped over
Hong Kong to take pictures of sites that had been recorded by
cameramen in 1903. He recalls spending several days on The
Peak trying to locate the exact spot where colonial mansions
had nestled on a triangular mountain.

“We eventually worked out
someone had cut the top off the
mountain in the 1930s,” he recalls.
“Only in Hong Kong ....”

Then there was a 100-page special
magazine which focused decade after

| n 1906, a huge storm exploded out of nowhere. There was no

Journalists Kevin Sinclair and Prudence Lui
Lai-kuen ckecking old headlines in the
SCMP library. Research was exhaustive, said
the veteran newspaperman.

REARES (B) NEBBERERRENE
BEERHRE - BRBAEZRFARIER
HBREEN -
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decade on the news, views, fashions, disasters and progress of
Hong Kong in the century after the SCMP was first published
on November 6, 1903.

“T'used to fancy that I knew quite a bit about Hong Kong
history,” Sinclair said at a reception where the book was
launched. “But after being immersed in old volumes for a year,
I'm now aware how little I knew.”

Over the past 20 years, he has written more than a dozen
books on Hong Kong and China. These include histories of
the Rugby Sevens, Hong Kong Police, the prisons service, the
containerisation revolution and salvage in the South China
Sea. Others are on the Yellow River, minorities of China,
geography and history and best-selling Chinese cookbooks
and cultural guides.

“But Post Impressions was different,” Sinclair said. “This
isn’t a history book. It’s an attempt to capture the heart, the
soul, the feeling of Hong Kong. The Post’s Chairman, Ean
Kuok, had the idea of dealing with themes, rather than eras.

So instead of dividing the century into decades, we settled on
themes like life, transport, making a living, crime, disasters,
personalities and sport.”

Kevin Sinclair stresses that it was a team effort.

“I worked with Andrew Rutherford, the former chief
designer at the Post, and with Prudence Lui Lai-kuen,” he
explained. “Prudence spearheaded the
research. She’s like a tiger on the hunt
when it comes to going through
archives and old documents. The first
barrier we found, right at the beginning,
was a total lack of early pictures. This is
a bit of a problem when you're trying to
tell the photographic story of a century.

“Pruand I had already written a
couple of history books, so we turned
to old friends at government’s archives,
in history museums, university
collections and places like the Jockey
Club. All of them have extensive files of
old photographs. The Swire archives
were invaluable. The police were
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taking scenic pictures as well as crime shots many years ago.

“We built up a portfolio of pictures taken in 1903, many of
whichappeared in a special “Then and Now” series published
in the Post over the anniversary period. FCC member Chris
Davis and I did this; what a pleasure it is to work with a
cameraman whose talent is exceeded only by his enthusiasm
and good humour.

“Meanwhile, back at the main book, there were problems.
The SCMP library doesn’t have bound copies until after World
War 11. The reason is simple; during the war, fuel was precious
in Hong Kong. Post reporters and sub-editors burned scrap
paper, then the bound volumes from the library, to cook their
scanty rice rations. It’s a similar situation in other collections;
we’re lucky anything escaped the flames.”

Before being commissioned to do Post Impressions, Sinclair
and Rutherford had never met. They come from very different
backgrounds; Rutherford went to acting college, designed sets,
then started his own publication in Britain before coming to
Hong Kong.

He was art director of the Post Magazine and design
director of the SCMP, responsible for giving the paper a
completely new look in 2000. He now runs his own successful
design practice. Sinclair is a newspaperman. When the two
men look at the same picture, they see different things.

“Andrew’s an artist,” Sinclair says. “I'm a reporter. When
Ilook at a picture, I'm thinking what it adds to the story. He’s
creative, thinking about how the image appears and what the
photograph says.

“Andrew can sit for hours looking at a bunch of pictures,
back and forth, back and forth. He’s painstaking and
meticulous. He can look at a photo and with different shading
and cropping and printing create a picture with feeling. But as
well as this artistic flair, he’s also very knowledgeable about the
technical aspects of production.”

It was Rutherford who argued strongly and successfully for
production in strong black and white to give the book a unified
appearance and to make readers see content rather than colour.

As the tireless Prudence Lui produced pictures of the first
trams (1904), a meeting of directors of the Po Leung Kuk (1903)
and a typhoon that killed 30,000 people and lashed the SCMP
waterfront offices with huge waves (1906), Rutherford
contemplated some of the 100,000 images and Sinclair
researched in-depth captions.

“Many items excited me,” Sinclair recalls. “What great stories
there have been over the century. Take piracy, which was
rampant. It was a damn sight more dargerous to catch a river
steamer in 1905 than to fly on a Russianaircraft in the 1990s.

“Pirates sneaked aboard ships disguised as passengers, then
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stormed the bridge, killed anyone who opposed them, captured
the vessel, steered it to a fleet of waiting pirate junks,
sometimes up to 50 boats, stole cargo, kidnapped any
passenger they thought worth a ransom, disabled the ship so it
couldn’t pursue them, then sailed off.

“It happened all the time. Up to 300 passengers and crew
could be killed.

“Then there were diseases like plague, measles,
tuberculosis, cholera and other killers. I worked it out that you
were 40 times more likely to die of plague in 1904 than you
were to die of Sars in 2003.

“As [ went through the files, there was a lot of laughter as
well as grim news. The letters to the editor were a delight; some
of the crackpots a century ago could be alive today ranting
about the same subjects. I particularly liked one 1907 letter
where some cantankerous old nutter demanded that women
who wanted the vote should be locked up and birched - and he
sounded serious.”

For many of his 35 years as a reporter in Hong Kong, Kevin
Sinclair has covered the constant flood of refugees and illegal
immigrants who risked their lives to reach the territory.

So it’s little surprise that his favourite picture in the book is
a photograph of a family on the banks of the Shenzhen River. It
was taken in 1962 when the Chinese army mysteriously pulled
back from its stations along the border. First scores, then
hundreds then tens of thousands of people poured over the
river. Police were rounding them up and sending them back at
a rate of 8,000 a day; many more got in successfully.

One who didn’t make it was the wife of a Hong Kong
mechanic. She had come with her child amid the exodus from
Guangdong to join her husband, who lived legally in Hong
Kong. Caughtby police on the frontier, she was being sent
back. Her son could stay.

Sinclair muses: “On their faces, you can see the agony and
desperation faced by so many Hongkongers whose families
were torn apart by war or politics or famine. It’s a picture of
heartbreak. But it’s so true and so touching that it was a natural
selection for the book.

“Pru and I tried to trace the family in the photograph to see
if they were ever again united. We couldn’t trace them. I like to
think there was a happy ending to this story. But somehow I
doubt it.”

It’s just one of the portraits of Hong Kong over 100 years
that makes Post Impressions a memorable volume.

Words by Kevin Sinclair, design by Andrew Rutherford, research by
Prudence Lui Lai-kuen. Published by the South China Morning Post.
HK$380. Order through wiww.scinp.com
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Business Help Wanted!

Do you have a burning question, but don't know who to ask for the answer? Users of the
Chamber's online business bulletin board may just have the answer to your problem,
writes ALFRED CHAN

banks operating in China? Or perhaps you are looking

for a manufacturer of soccer balls? You may even be
feeling very adventurous and be looking for a supplier of
abalone, or even a tutor to teach you the fascinating art of
Chinese tea making?

If you answered yes to any of these questions, you should
get in touch with the entrepreneurs who posted these
questions on the Chamber’s “Business Help Wanted” Web
page (www.chamber.org.hk/bhw/).

The site attracts over 500 page views a day, from just about
every country that you have ever heard of, and some you
haven’t. Originally started as an online forum where businesses
could shoot off a question on a particular issue or problem they
faced, it has since become an Arabian bazaar of sorts, where
online carpet traders (literally), rub shoulders with IT gurus. As
with any bazaar, the chance of coming across a bargain, or in
this case brilliant business opportunity, is alwaysjust around
the corner.

D o you know how to get your hands on a list of foreign
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Business Help Wanted is open to all for free, but as is
increasingly the case with open forums, this has attracted some
spammers who copy-paste their direct marketing pitches.

“We have had one or two obnoxious spammers, but in
general our policing of the site catches them before they become
too much of a nuisance to serious users,” says Stephen Luk,
Assistant Manager of the Chamber’s IT team.

He believes that a number of postings on Business Help
Wanted, judging by the reply threads, have resulted in
successful cooperation between users.

“Because we don’t track or follow up with people who
post messages, we don’t know how many deals have actually
been struck,” he said. “But judging from people’s responses
posted online, some are obviously very interested in trying to
work out a deal before they get in touch with each other
privately.” 1

Alfred Chan is the Chamber’s Information Technology Manager. He
can be reached at, alfred@chamber.org.hk
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CEPA to Spur
HK-PRD Cooperation

Mainland authorities are eager to ensure that both Hong Kong and
Mainland companies gain the maximum benefit from the Closer
Economic Partnership Arrangement, says the Financial Secretary

ooking back over Shenzhen,
|— Dongguan, Zhuhai and

Zhongshan’s history, it is easy to
understand why everyone always
marvels at the pace of economic
development in the Pearl River Delta.
In just two decades, these booming
cities have grown out of paddy fields
into a production powerhouse
manufacturing US$300 million worth of
goods every day.

Their rapid rise also fans fears that
they will soon overtake Hong Kong and
leave the territory obsolete. But the
Financial Secretary, The Hon. Henry
Tang, believes that Hong Kong and the
PRD are on the verge of a new cycle of
growth and prosperity.

“Itis acyclethat will be driven by
closer economic co-operation between
Hong Kong and Guangdong authorities,
and the new opportunities offered under
CEPA,” he told the audience at a Chamber
Distinguished Speakers Series luncheon at
the PRD Conference on October 17.

In terms of trade in goods, he
believes the main opportunities will
come for Hong Kong manufacturers
already in the Pearl River Delta, as well
as Hong Kong and international
businesses setting up new operations in
Hong Kong to capitalise on tariff-free
status under CEPA for 273 products. For
Hong Kong companies already in the
PRD, and any new entrants, CEPA
provides an opportunity to access the
burgeoning Mainland market.

“These concessions will be of
particular benefit to industries engaged
in the manufacture of brand-name
products, or those requiring high
intellectual property content where a
high percentage of value-added work is
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carried out in Hong Kong,” he said.

Tariff-free access for Hong Kong
goods will also help spur opportunities
in some of the 18 services sectors being
opened up under CEPA, as stimulated
demand trickles down to the service
sector. Since CEPA was signed on
September 29, Mr Tang said 1,200
companies have enquired about
applications for the certification of
“Hong Kong Service Suppliers to allow
them to qualify under CEPA.

“I'would like to point out that under
CEPA we have also agreed to promote
co-operation in trade and investment
facilitation. This may not be as
interesting as tariff-free or as sexy as
enhanced access for services, but it is just
as important,” he said.

That is because CEPA is a first step
for better access, it is not a substitute for
other regulatory requirements in the
Mainland. He hopes that through
further consultations on the CEPA’s
third pillar, that is, trade and investment
facilitation, government will also be able
to help Hong Kong businessmen better
navigate their way through the
Mainland’s trade, investment and
business regulations and practices.

“Tknow from my involvement with
the CEPA negotiations that our Mainland
counterparts are also very eager to ensure
that both Hong Kong and Mainland |
companies are able to gain maximum
benefit from this agreement,” he added.
“I'would like to emphasise once and again
that the genuine power of CEPA lies not
only on the existing agreement itself, but it
is an open and continuous process under
which the Mainland and Hong Kong can
explore new areas of cooperation and to
enrich the content of CEPA over time.” [
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"Hong Kong and the PRD are on the verge of a new cyc
of growth and prosperity," says the Financial Secretary.

Broadenin

CEPA offers a platform to
expand traditional areas of
co-operation within the
delta to create a powerful
trading bloc
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the Scope of Cooperation

echnology and tourism are two
-I_ obvious areas where Hong Kong

and other cities in the Pearl River
Delta can boost development, but local
governments should be looking to
widen their horizon of co-operation, say

city leaders.

Speaking at the Cities Forum at the

PRD Conference, Chen Yingchun, Vice
Mayor of Shenzhen, said high-tech
production in Shenzhen currently
accounts for 48 percent of the cities total
industrial output.

“Hong Kong holds advantages in

information access and human resources,
software and especially in R&D of
application software,” he said. “So we
hope that the two territories can conduct
co-operation in high-tech areas.”

Mr Chen said he also hopes that,
especially under CEPA, Hong Kong’s
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expertise in the tourism industry could “So I hope that Hong Kongand
be tapped to develop tourism in the Guangdong may be able to set up a
PRD, which is growing strongly. branch, or an office that can co-ordinate

“I'suggest that a corridor be set up tourism in Hong Kong and Guangdong.”
from Hong Kong to Shenzhen, and Chen Mingde, Vice Mayor of
Shenzhen to the Pearl River Delta,” he Guangzhou, speaking on the panel, said
said. Once Disneyland opens, the theme it is important to have a single integrated
park will become a great asset for the plan to help steer the development of the
tourism industry not just in Hong Kong, Pearl River Delta forward.
but in the Pearl River Delta as a whole, “I can see the Pearl River Delta not
he added. just competing between one city and the
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other city, but as a whole region
competing against other economic zones
and economic regions,” he said.

To make that goal a reality, closer
co-operation within the delta will be
necessary, and CEPA may just be the
platform that can make that happen,
said Xian Wen, Executive Vice Mayor of
Zhuhai.

CEPA has created a platform to
allow cooperation within the delta to go
beyond city to city, and the area should
learn from how Europe has cooperated
to compete globally as the largest
trading bloc.

“In Europe the boundaries between
countries are being blurred and access to
each other has been made much easier.
If the same conditions are created
between us, we will be speeding ahead,”
he said.

Even though the planned bridge is a
strategic milestone in the co-operation
between Zhuhai, Hong Kong and
Macau, he feels it is only a bond, and
that future co-operation under CEPA
should unfold across more fields and

| with a broader scope.

“The construction of infrastructure is
not in place simply to enhance the
efficiency of communication between us,
[ think it also solves problems regarding
the consolidation, synergy of resources,
of different areas, including Zhuhai and
Hong Kong,” he added. E3

(L-R) Panel moderator Dr Eden Woon, CEO,
HKCCC, talks with Chen Yingchun, Vice Mayor
of Shenzhen, Chen Mingde, Vice Mayor of
Guangzhou, and Xian Wen, Executive Vice
Mayor of Zhuhai.

(ZLie) BELEFSBEIUBEL GRIEEXH)
BRYImEamRREES - BMNHEITREHA
ERIMEMERBRIT RASRGE °

N | BRREEEBEKIAR
A\ | HibH T REEERRES
fSES - B & b5 BT RER
DEABRIM S EEE o
Y FRTRRESEHI=A
NEENETHRELRT  SREE



EREZTIEBELN 48% o

fhsi - [BBEENER - AD
ER 84 RHEERRMH
BRATEEBED U BMHKE
FEARYEESHEETERS
(S

REIHRS  thAFEE [
BEERRTH] T BBMMREE
EARREBEFAEY  EHRRAR
MIBR = M kBT O AT o

bl @ [RIRBRIL—REEE
B RYILEREAK=ANBE -8
BrRELERE  EREFELCETE
ARBEBEENREEEE  HE
BB®R=BTFR - |

(A BEEEHBEABRMASHE
B —B2ARRMEBE - HHEK
KRS o |

B BT KRR EIERIE L5
& BIE—EiRE T BN ERK=
ARRE ZHAEE-

bzt - [HR=ARHH FEZR
REEHE  MESRAGSEES:
Fo

KEMEKEMREIN  BE
BEE BRAMRESE m [Z#)
AURBREEZNTS -

[ZH] BAIN—EFE 8
AEEBMETHEET 2ENED
EEEZLEBMNSENAESHK TR
REAMESE  SHEHREES
ki o

fhEt o [EONS BB B R
EE S BRHREDRGARS o HM
B BN ZEARRIRE © Th= ALRE
FHRMIEEE - |

ERPHKI/IEE/BFPAKRIBR
BASEN—BRBIERERZE - B
RAEREFLESEN—@ERL - 3
B (2]  BREHEICEERE
&R ERHAhE -

fhi&s  [RRBEERMNEEY
FEEEERERTHRNEBENE
CHERRAETERNEZERMNE
& BEKENEE-. 1O

HKCCE&

South China Morning Post

The 'Great Plan' Debate

Where is the PRD heading and what can we expect

in 20 years time?

ity governments within the Pearl
C River Delta are often criticised for

surging ahead with their own
development agenda. Would a “master
plan” to steer the PRD stop each city
from jockeying to become the
“dragons head” of the region and
accelerate development? Or would it
dampen growth of the world’s fastest
growing region?

Panellists in the final session of the
PRD Conference shared their thoughts
on how the region as a whole has
benefited from closer co-operation and
exchange of ideas and information.
None of the speakers seemed to be able
to put their finger on where the region is
going, but each had a vision of how they
hoped the region would develop.

Panel moderator Dr Eden Woon,
CEO, HKGCC, posed the question to
each panellist at the end of the
conference: “What is your vision for
what the Pearl River Delta should be like
or would be like in the year 2022?”

Dr Sze Nien-
dak, Executive
Director, The
2022
Foundation I
can think of
three possible
scenarios. One
is the so-called
business as usual scenario, in that we will
be doing the same thing in the next 10 or
20 years. I think this is highly unlikely,
but I think we have to do some form of
integration. There are a lot of forces
shaping the region, but one filter -
critically important - is government
policy, which is very challenging. It really
needs inter-governmental policies, joint
planning and, at some point, we should
even talk about joint implementation, to
go forward. If we can pull our act
together, I think this will continue to be
one of the greatest regions in the next 10
to 15 years. But it does depend on how
we pull our act together.
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Tang King-shing,
Director of
Operations, Hong
Kong Police Force
As integration
progress, there will
be further
relaxation ona
whole range of things. It will probably be
much easier thannow to travel within the
region, be it by person or by vehicle, and
goods will move more freely. So we will see
alot more freedom of travelling, freedom of
movement of goods, etc. Sharing of
information, sharing of experience are
more sorts of joint efforts in a whole range
of aspects from say co-operation between
the security forces to commercial entities.
This will only be confined within the
region and there will be a limit because we
are still under “one country, two systems.”
There are things such as legal jurisdiction
and administration boundaries limits
which we cannot cross.

Dr Leong Che-hung, Chairman, Hong
Kong Hospital Authority I think a lot
of things can easily be done. As you can
see, the economies of the two sides are
getting closer and closer. You know,
probably in 20 years, we do not even
know who is richer. Travel is going to
get easier and easier, and a lot of co-
operation can be done. Basically, we are
all Chinese as our cultures are the same,
our way of thinking the same, our core
value the same. Now [ think if this can
really co-ordinate, then the whole thing
will really kick off and fly.

Kitty Choi, Head, Hong Kong
Guangdong e
Cooperation
Coordination
Unit, HKSARG
In 20 years from
now, I want there
to be perfect flow
of people, cargo,
information, finance and services. And I
am no economist, I cannot guess the size
of the economy, but I want Hong Kong
to remain an international city and to be
the metropolis of this region.

Chandran Nair, Chairman, ERM-Asia
Pacific, Environmental Resources
Management Okay, as a non-Chinese,
my 20-year vision will be that this will be a
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great hub of Chinese culture, with a great
amount of diversity. But the real big thing
would be a region in which there is an
element of self-sufficiency. Because we all
believe we can always import as we create
wealth, somewhere in the outer reaches, it
is going to get very marginal in the world,

so an element of self-sufficiency —be it
water or whatever - is essential. It will also
be a place in which the disparities in
wealth are narrowed because that creates
social cohesion. And it will be a place where
maybe the skies are a bit bluer in which we
can enjoy great Chinese culture.
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Working in the Pearl River Delta

Two surveys outline the employment opportunities in the Pearl River Delta, and highlight
the aspirations and concerns that Hong Kong youths have about pursuing careers there,

writes THINEX SHEK

round 20 percent of HKSAR
A companies have job openings for

Hong Kong youths to work in the
Pearl River Delta, yet they would only
consider working in the Mainland if
they were unable to find a job here.

Moreover, even though they realise
that pursuing a career in the PRD is a
rising trend, many parents are unwilling
to allow their children to take up jobs
there, because they fear the Mainland is
not as safe as Hong Kong.

These are some of the findings of
two surveys conducted by HKGCC and
the Hong Kong Federation of Youth
Groups (HKFYG) earlier this year. The
results, released at a briefing luncheon
on October 13, provide a vivid picture of
how much Hong Kong youths know
about working in the delta and their
attitude toward doing so.

Speaking at the luncheon, former

HKGCC Chairman Christopher Cheng
said that Hong Kong must provide more
opportunities for youths and help them
become talented professionals.

“Now that the details of the Closer
Economic Partnership Arrangement
(CEPA) between Mainland China and
Hong Kong have been clarified, we need
more talented youths who have
confidence in their abilities and a good
understanding of Mainland China to
help drive Hong Kong’s economy
forward,” he said.

Peter Wong, director of Standard
Chartered Bank, sponsor of the event,
added: “With the standard of living in
the Mainland rising, coupled with the
strong growth potential of the
Mainland market as well as the ‘CEPA
effect,” a new ‘going north’ tide is not
far away. To capitalise on this trend, not
only do enterprises need to transform,

but they also need talent to help them
accomplish it.”

Over 300 companies and 1,500
young people were polled for the
studies, “Employment of Hong Kong
Youths in the Pearl River Delta (PRD),”
earlier this year. The results show that
for the most part, Hong Kong youths’
attitude toward working in the
Mainland is still immature, though more
open and pragmatic than before.

However, even if they opt to explore
career prospects in the PRD, Mainland
employers are reluctant to take on Hong
Kong youths over Mainlanders because
of their poor Mandarin skills and high-
salary expectations.

Based on the results of the surveys, a
number of suggestions have been put
forward to the government, the business
community and the academia to help
youths go north. These include
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organising educational visits, internships
and other training activities to help
youths better understand opportunities
in the Mainland and to help them
establish their own network in the PRD.

With the implementation of CEPA,
economic growth and prospects for
cooperation between Hong Kong and the
Mainland look extremely attractive. This
will drive job opportunities for the able.

HKGCC CEO Dr Eden Woon said if
Hong Kong youths want to grasp
opportunities in the Mainland, they
must not only have international
business skills, but also possess a sound
understanding of China.

“They also need to be far-sighted
when pursuing careers in the Mainland
and ask for reasonable starting salaries
and remuneration packages when
applying for jobs,” he said.

Tohelp youths learn more about
building careers in the Mainland, HKGCC
and HKFYG have produced a “Guidebook
on Living and Working in the PRD.” The
free, 64-page guidebook provides detailed
information on working and living in the
Mainland, professionals that are in
demand there, job seeking channels, job
interview skills, employment procedures
as well as living in a new culture, medical
care and the law.

HKGCC and HKFYG will also
organise a “Youth Study Mission to the
PRD” in late December for about 100
Hong Kong youths. During the three-
day trip, participants will meet with
Guangdong and local government
officials in charge of business and
youth affairs, learn about the job
opportunities, visit local
enterprises and
see first-hand the
lifestyle of Hong
Kong citizens
working in the
Mainland. @

Details of the “Pearl for
Youth” project and the
studies are available at
www.chamber.org.hk/pfy.

Thinex Shek is a Manager with the

Chamber’s Business Policy Division. He can
be reached at, thinex@chamber.org.hk
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HKGCC Mission to
France, Spain and Portugal

European businessmen are extremely interested in exploring
opportunities offered under CEPA, writes HEIDI LAU

13-member HKGCC delegation
A led by Chamber CEO Dr Eden

Woon concluded a nine-day
business mission to France, Spain and
Portugal on October 5.

Besides exploring new business
opportunities in these countries, the
delegation also promoted Hong Kong as
the main gateway to China, and the new
business opportunities offered by the
Closer Economic Partnership
Arrangement (CEPA).

“With SARS behind us and the
conclusion of CEPA, which opens up new
dimensions for the Hong Kong economy,
[ cannot think of a better time for us to
reach out to the international community
and reaffirm Hong Kong’s unsurpassed
competitiveness,” Dr Woon said.

“We understand from the visit that
while these three countries are eager to
expand their markets in China, they are

still generally sceptical about doing
business with China. Therefore, they
showed keen interest in the benefits
offered by CEPA and in cooperating
further with their Hong Kong
counterparts,” he added.

And that’s where the opportunities
for Hong Kong businessmen lie. Hong
Kong businesses, who have vast
experience and knowledge in doing
business in China, can fill the gap for
their European counterparts. Moreover,
Hong Kong businessmen should make
use of the competitive advantages
provided by CEPA and proactively look
for business counterparts as investment
partners, either in Europe or China, he
suggested. 1

Heidi Lau is a Manager with the Chamber’s
International Business Division. She can be
reached at, heidi@chamber.org.hk
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Chamber CEO Dr Eden Woon speaks on
opportunities for French companies under
CEPA at a luncheon co-hosted by the Paris
Chamber of Commerce and the French
Enterprises Association.
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e-Commerce in
Real Life Roadshow

KGCC’s “e-Commerce in Real
H Life” roadshows got off to a flying

start on October 11 at an opening
ceremony in Shatin. The roadshows,
which form part of the ongoing e-
Commerce Adoption Campaign, aim to
raise awareness of SMEs and consumers
regarding the power and versatility of
e-commerce.

Speaking at the opening ceremony,
Dr Y S Cheung, Senior Director,
Operations of HKGCC, said past studies
conducted by the Chamber have shown
that consumers ultimately drive
e-commerce traffic and the adoption rate.
“Without a critical mass of

consumers, businesses will find it
difficult to justify expenditure on e-
commerce solutions. For the moment,
the bulk of Hong Kong online consumer
purchases are conducted via foreign
sites. These roadshows are intended to
showcase what Hong Kong businesses
have to offer in order to encourage
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consumers to transact with local
businesses,” he said.

The eight local companies that
showcased their e-commerce capabilities
at the roadshows included Blue Cross,
Chow Sang Sang, eBay, Hongkong Post,
Hong Kong Ticketing, Priceline, Pricerite
and YesAsia.

Official guests at the opening included
Eugene Fung, Assistant Director-General
(Industrial Support) of the Trade and
Industry Department; George Leung,
Acting Chief Systems Manager of
Community, Education and Industry
Liaison Division, Information Technology
Services Department; Dr Y S Cheung; Mr
Charles Mok, e-Commerce Adoption
Campaign Committee Member; and Miss
Hong Kong 2003 Mandy Cho, First
Runner Up Rabee’a Yeung and Second
Runner Up Priscilla Chi. 1

For more information,
visit, www.chamber.org.hk/ecac
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Guests get the "E-Commerce in
Real Life" Roadshow underway in
New Town Plaza on October 11.
The roadshows aimed to raise
awareness of e-commerce among
the public and SMEs. Pictured at
the opening ceremony are: (L-R)
Charles Mok, Miss Hong Kong 2003
runner up Rabee'a Yeung, Eugene
Fung, Miss Hong Kong 2003 winner
Mandy Cho, YS Cheung, Miss Hong
Kong 2003 2nd runner up Priscilla
Chi and George Leung.
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Media Industry
Metro Delivering Eyeballs
to Advertisers

he newspaper business is an ex-
_|_ tremely challenging industry. Papers

are constantly redesigning their lay-
out and adding new pages to maintain old
readers and attract new eyeballs. Yet just
the opposite is true for Metro International,
which has been thriving since its launch in
Sweden 10 years ago by going against the
conventional wisdom of the industry.

Pelle Tornberg, President and Chief
Executive Officer of Metro International,
speaking at a joint Chamber luncheon on
October 13, said many newspapers are los-
ing advertising income to television chan-
nels which have more attractive demo-
graphics than newspapers.

“In Europe, especially, the profile of
newspaper readers is basically people like
me: too fat, too old, too maleish and so on,”
he said. “So what we have done, is to de-
liver the audience that is forgotten by the
newspapers: young people and females.”

Some 49 percent of Metro’s readers are
in the 13-34 age group, compared to 30
percent for the industry average.

“The business game here is to deliver
readers that advertisers want to talk to,”
he said. “Our readership is more similar
to TV rather than paid-for newspapers.”

With a global circulation of 4.1 million
newspapers daily, Metro ranks as the
third-largest paper in the world. Mr
Tornberg said his ambition is not to be-
come the world’s largest newspaper, but
most profitable, and to arrive at that goal,
the paper will stick with its current for-
mula of producing a thin newspaper.

He said studies have revealed that
people are actually spending lessand less
time reading newspapers, while top pa-
persaround the world have compensated
for this by adding pages. As a result, only
between 20 and 30 percent of a newspa-
per is actually read.

“If you compare the thickness of
[leading newspapers] and Metro, you
might say Metrohastoofew pages. Butas
the average reading time has been lowered,
ads have a greater impact because people
read 100 percent of the paper,” he said.

Despite branding and advertising
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Electronic Commerce

Can Smart ID Card Spur e-Commerce?

Many SMEs still do not perceive
the need to go e-commerce, and
their reluctance is holding back the
development of electronic
commerce in Hong Kong, say IT
analysts.

Despite all the machinery being
in place, certain companies simply
have no interest in going down this
road. Part of the problem lies in
immature IT regulations, not justin
Hong Kong, but regionally, Yvonne
Chia (right) and Angus Forsyth
(centre), Partners of Stevenson,
Wong & Co., said at the Chamber’s
roundtable luncheon on October 10.
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Questions about the legitimacy of
agreements and transactions are
always top of business-owners’
minds. The government’s efforts to
give full-legal backing to electronic
agreements with its e-certificates
have not met with much success to
date, which Mr Forsyth attributes to
the complex procedure of applying
for a digital certificate.

“But with the ongoing
implementation of the e-certificate
being imbedded in the new smart
identity cards, we could see a
substantial development in e-certificate
usage in the near future,” he said.
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mindshare, Mr Tornberg said that adver-
tisers are only interested in whether they
can sell more products though ads in one
paper than in the other.
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“This gives advertisers more reason to
advertise with you,” he said. “Itis all about
delivering the required eyeballs that ad-
vertisers want to talk to.” 1
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Logistics Industry
UPS Launches Direct
Hong Kong-Europe Service

On October 28, UPS launched a
landmark direct flight service connecting
Hong Kong and Europe. The negotia-
tions that led to this agreement were
long and hard, says Mike Eskew,
Chairman & CEO, UPS, but the United
States and Hong Kong governments
recognized the need for more liberal-
ized air service between these two key
markets.

Speaking at the Chamber’s
Distinguished Speaker Series luncheon
on October 21, Mr Eskew said he
believes these new air rights will
enhance competition and improve
service by forging strong links between
Hong Kong and his company’s Euro-
pean and Asian hubs.

“For Hong Kong, greater connectiv-
ity to the world means a freer flow of
trade and investment across borders.
Greater integration of the global
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economy expands economic freedoms
and encourages competition,” he said.

“For many outside aviation, Hong Kong
has always been a hub. Now, for UPS,
it will serve as our Asia-Europe hub.”
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Newspapers tend to forget about young
people and females, says Mr Tornberg.
Tornberg i * MBE L BT T HEML
MEE -

Tornberg 5% » #i {5 b BEE 5
Ry BERREZEEUBRBE MR
EEEELENEREE o [l &
REEESEANERHS  MEDSE
BEANKREEES -] @A

&5

ST




Chamber Programmes S &8 E

HKGCC Member Cocktail

Almost 500 members turned out for the Chamber's Member
Cocktail on October 10 at the Hong Kong Club, hosted by
HKGCC Membership Committee Chairman David Eldon. Also
attending the cocktail were Chamber Chairman Anthony
Nightingale and other General Committee members. As an
added bonus, British Airways donated two, roundtrip
business-class tickets to London for a surprise lucky draw.
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CEPA Workshop Rules of Origin

Kong goods falling under one of 273

product codes exported to the Main-
land can enjoy zero tariff. For product cat-
egories not currently covered, manufactur-
ers can, starting January 1 next year, sub-
mit applications for zero tariff to the Trade
and Industry Department (TID).

Charmaine Lee, Assistant Director-
General of Trade and Industry, TID, told
members at a Chamber CEPA workshop
entitled, “Rules of Origin Under CEPA,”
on October 8, that goods covered in sub-
sequent phases under CEPA can include
products currently in production in Hong
Kong, as well as products intended to be
manufactured here.

“Provided that the products meet all
the CEPA rules, starting January 1 next
year, manufacturers can apply for zero
tariff treatment,” she said.

For goods currently being produced,
manufacturers should provide a product
description and product code to the TID.
Manufacturers planning to manufacture
goods also need to provide production
capacity and the estimated workforce to
produce the goods, among other data.

“Before June 1 each year, we will sub-
mit the consolidated list to the Mainland,
and both sides will enter into consultations
on the rules of origin of applicable products,”
she said. “Both sides will complete the con-
sultations before October 1 each year and
make a public announcement before De-
cember 1.”

For goods already being produced,
tariff preference will be granted beginning
January 1 of the year following the
announcement. For products intended to
be manufactured in Hong Kong, zero tar-
iff will be granted beginning January 1 of
the following year after the products have
come into production.

Of the 273 Mainland product codes
enjoying zero tariff preference starting
2004, 187 product codes will adopt Hong
Kong’s existing process-based origin rules,
46 will use the “Change in Tariff Heading”
approach, and the remaining 40 will use
the “30 percent value-added” requirement.

“The definition of ‘Change in Tariff
Heading’ is: the product has been manu-
factured to the extent that its classification

S tarting January 1, 2004, made in Hong

@ THE BULLETIN NOVEMBER 2003

falls in a different four-digit tariff heading
from the classification of the constituent
materials used,” Ms Lee explained. “The
30 percent value-added content is: value
of raw materials, plus value of component
parts, plus labour costs, plus product de-
velopment costs.”

Chan Woon-san, Senior Director of
Certification, HKGCC,alsospeaking at the
workshop, said 68 percent of products -
jewellery, textiles and garments, plastics,
paper, cosmetics, and pharmaceuticals -
will retain their existing rule of origin
classification.

All manufacturers, however, must
apply for a certificate of origin to export
their goods to the Mainland.

“Applications for COwill be largely the
same as existing arrangements. The new CO
will be light green, have the embedded wa-
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Manufacturers can apply for other products to
receive zero tariff treatment, says Ms Lee.
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termark of the issuing organisation onit,and
be in English and Chinese,” he said. “It will
also be valid for 120 days from the date of
issue, and caninclude five product codes”

All manufacturers planning to export
to the Mainland under CEPA must also
apply for factory registration with the
Trade and Industry Department to verify
their operations, he added. 3
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Chamber Happy Hour -

The Chamber Happy Hour, held on the last
Thursday of every month, continues to attract
new and interesting people — even our
Chairman Anthony Nightingale popped in for a
drink after work last month. Although not as
crowded as previous gatherings that used to
be held on Fridays — which is not altogether a
bad thing — the social get-together for mem-
bers is still a great way to network and make
new friends. Our next get-together will be on
Thursday, November 27. See you there!
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CEPA Roundtable Workshop

Crafting a Mainland Tourism Strategy

s many as 10 million Mainland tour-
A ists could visit Hong Kong annually,

once the cogs of the Closer Economic
Partnership Arrangement (CEPA) are fully
oiled and running smoothly, predicts Leg-
islative Councillor Howard Young.

Given the rapid growth in arrivals
since 1999, hisbullish predictionmay even
end up seeming conservative. Last year,
6.83 million Mainlanders visited Hong
Kong, up from 3.21 million in 1999.

“With the abolition of the Hong Kong
Group Tours Quota and the opening up for
more travel agents to organise these tours,
Mainland arrivals reached 6.8 million in
2002, which accounted for 41.2 percent of
all arrivals during the year,” he told the
audience at a Chamber CEPA roundtable
workshop on October 20.

The SARS crisis cut the legs from under
this growth, and the market didn’t start to
recover until June, when CEPA was signed.
The agreement allows Mainland residents
ina number of provinces to visit the HKSAR
intheir personal capacity (FIT programme).

Three of the five phases of the FIT pro-
gramme have already been implemented.
Dongguan, Foshan, Jiangmen and Zhongs-
han residents have been allowed to travel
to Hong Kong since July 28. Guangzhou,
Huizhou, Shenzhen and Zhuhai residents
since August 20, and Beijing and Shanghai
residents since September 1. The fourth
phase, which will allow Chaozhou, Heyuan,
Qingyuan, Maoming, Shantou, Shaoguan,
Zhanjiang and Zhaoqing residents to visit
Hong Kong, should have started on Octo-
ber 1, but has been delayed. Come July 1,
2004, all Guangdong counties and towns
will be added to the programme.

As aresult of the programme, “946,122
Mainland arrivals were recorded in August
2003, a remarkable 43.4 percent growth
over the samemonthin 2002,” he said.

More Mainland FIT travellers coming
toHongKongwill provide ashotin thearm
for the tourismindustry here and stimulate
confidence and consumption among
Hongkongers, he predicts. However, he
doubts if it will increase spending prorata,
given that Mainland tourists who tradition-
ally bought goods for their relatives, friends

@ THE BULLETIN NOVEMBER 2003

We need to add value to the Hong Kong brand
and be passionate about it, says Mr Hobson.
Hobson 18 - H#ME AT ERIFILE @ LF

and neighbours when coming here, will no
longer need to do so as they will be free to
travel here whenever they wish.

While CEPAhas had a direct impact on
the number of Mainland visitors coming to
Hong Kong, Mr Young feels the agreement
contains little direct benefit to travel agents.

“Under the agreement, travel agents
inHong Kong can establish business in the
Mainland, but only for inbound or domes-
tic travel,” he said. “But it is the potentially
huge outbound market that Hong Kong
travel agents are hoping to get a piece of.”

Michael Hobson, Group Sales & Mar-
keting Director, Mandarin Oriental Hotel
Group Ltd, also speaking at the luncheon,
said we mustn’t get too carried away with
visitor arrival figures, as up to one-third
of arrivals simply pass through Hong
Kong. More emphasis should be put on
roomnights, which also adds value to the
Hong Kong tourism product, he suggests.

In 1995, tourists spent an average of
3.9 nights in Hong Kong. That dropped to
3 nights in 2000, and climbed back to 3.6
nights today. He attributes this rise to
Mainland tourists, who besides spending
more than average tourists, also tend to
stay longer.

“Some people think of the Mainland

Mr Young predicts 10 million Mainland
tourists will visit Hong Kong annually.
BEEREQFHENMRESE—T S

I
INIR °

tourism market as a cheap business coming
to Hong Kong,” he said. “In my experience,
[ can assure you that they are very compa-
rable and even ahead of guests from other
countries.”

To ensure that Hong Kong continues to
attract Mainlanders and tourists from other
destinations, Mr Hobsonsuggests that more
attention and planning be placed on the
Hong Kong brand to include product, price,
promotion and place.

As a product, Hong Kong needs to
enhance its infrastructure and planning.
We also need to pay more attention to en-
hancing the harbour, which is Hong
Kong’s greatest asset, as well as things like
outdoor dining, and the whole tourism
package, especially with the opening of
Disney. The industry should alsonot al-
low Hong Kong to be perceived as a cheap
destination by continually slashing prices.

“If we add value to the product, we will
command a premium for the Hong Kong
brand. We can’t simply keep discounting,”
he said. “We alsoneed to be passionate about
Hong Kong and look at the opportunities
that CEPA brings, especially with the Main-
land being on our doorstep, and we need to
put into place a China strategy to make the
most of this fantastic opportunity.” 3
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coface®

A world-class business-to-business
trade facilitator

offering services in 99 countries, leading
the way with @rating Solution

Websites: www.cofacerating.com.hk,

Developing
international and
domestic markets?

Worried about trade
risks?

Seeking trade
financing?

Our services help you trade
more and more safely.

» Credit insurance for
domestic and export
receivables

» Business credit and
marketing information
worldwide

» Credit management
services

» Debt recovery services

55 years experience of serving businesses,

For more information, please call
E-mail: coface@coface.com.hk

www.coface.com.hk

Coface Hong Kong
Coface Frontline Credit Management Services Ltd.
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Ricoh Hong Kong Limited

et’s be honest, talking about office
photocopiers, printers and fax
machines is about as exciting as
watching paint dry. But sit in a room
with Aaron Yim for an hour to discuss
the subject, and his passion for office
equipment, or “total document
solutions” as he likes to call it, becomes
contagious.

“Office equipment has come a long
way since the days when everyone
would trudge over to a corner of the
office to copy or fax a document,” the
Managing Director of Ricoh Hong Kong
Limited says. “We have been using
multifunction digital solutions since

S Power
s 2. OF COOLR

“We are always looking to go
beyond customers”
expectatiohs,”v éays Mr Yim.
BES . (AA-PR BRI
% BEEMEFHNYG -

)
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1995, which basically revolutionised the
way we work in the office.”

The next big thing in office document
solutions will be colour, he says.

“The cost of colour laser printers and
copiers has come down by about half over
the last two to three years, and companies
are really finding it extremely useful for
promoting their business,” he says.

Public relations agencies,
restaurants, hotels, and just about any
business that uses colour in its printed
literature and promotions are finding
they can save time and money by using
colour laser printers instead of sending
everything to the traditional printer.

Nice as they are, and with a printing
speed of 28 pages per minute in full
colour, companies are not always
convinced that investing in this
expensive equipment is worth the cost.

“No matter how good our
presentation to management in the
boardroom about the equipment is, they
need to touch and feel it to really
understand how it can benefit their
business,” Mr Yim explains. “That is
why we offer companies free trial
installations so that they can judge for
themselves its effectiveness, and nine
times out of ten they take it.”

Service

Throughout its 40-year history in
Hong Kong, Ricoh has learned that
businesses do not just want to buy a
product, they want a solution to their
problem.

Mr Yim says many of the
innovations that Ricoh has developed
have been a direct result of it working
with a company to find a solution to its
needs. The company puts great
emphasis on training its technicians who
maintain its customers’ equipment to
not just keep the machines running
smoothly, but also keep its customers
running smoothly as well.

“Most of our customer feedback
comes from our 300 technicians. They are
the ones who interact with our customers,
so it is important that they keep them
happy as well as listen carefully to any
problems they may be experiencing,” he
said. “This is a value-added part of our
relations with our customers, which we
work very hard to build and maintain
long-term relations with.”

In recognition of its “Customer for
Life” mission, the company won the
2002 HKMA Quality Award.

“We are always looking to go
beyond customers’ expectations, and to
do this we have to understand their
business, which will allow us to try and
solve any problems they may be having,”
he said. 1
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Company: Ricoh Hong Kong Limited
Business: Office document solutions
Established: 1963

Year joined HKGCC: 2001

Web site: www.ricoh.com.hk
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Security
Systems

Videoconferencing

Encrypted

for security

Executive
Model

TANDBERG
World Leader

3D

Videoconferencing

Call Joyce Chan
at 2880 0622 for details
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The Hong Kong General
Chamber of Commerce

Chamber Committees

Chairmen

General Committee
Chamber Council
Mr Anthony NIGHTINGALE
Americas
Ms Janie FONG
Asia/Africa
Mr Barrie COOK
China
Mr David LIE
Chamber Overseas
Speakers Group
Mr David RIMMER
e-Committee
Mr Mark PHIBBS
Economic Policy
Mr Andrew BRANDLER

Environment
Mr James GRAHAM

Europe
Mr Paul CLERC-RENAUD
Hong Kong-Taipei Business
Cooperation
Dr Lily CHIANG
Industry and Technology
Mr Oscar CHOW
Legal
Mr Kenneth NG
Manpower
Ms Marjorie YANG
Membership
Mr David ELDON
Pacific Basin Economic
Council China Hong Kong
Mr David ELDON
Real Estate/Infrastructure
Mr Robert WONG
Retail and Distribution
MrY K PANG
Shipping/Transport
Mr Neil RUSSELL
Small & Medium Enterprises
Mr Emil YU
Taxation
Mr Kaushal TIKKU
HK Coalition of Service
Industries Executive
Committee
Mr KWOK Kwok-chuen
Financial Services
Mr Adrian LI
Information Services
Mrs Cindy CHENG

Professional Services
Mr lan ROBINSON

Real Estate Services
Mr Kyran SZE

Travel/Tourism
Mr Alan WONG

Jose Pepe Diaz, Miami Dade
County Commissioner,
Florida, led a delegation to
visit the Chamber on
September 23. The visitors
were welcomed by Eva
Chow, Director of
International Business, who
briefed them on the latest
CEPA developments. A
number of members also
attended the meeting to
explore possible business
opportunities with the
visitors.

Lily Chan, Film
Commissioner, San
Francisco, led a delegation to
the Chamber on September
23, and was welcomed by Dr
Eden Woon, CEO of the
Chamber. The delegation
was in Hong Kong to learn
more about the film industry,
tourism and environmental
protection here.

Nine senior journalists from
major North America media
institutions attended a
briefing luncheon on
September 23 to learn more
about the latest developments
of CEPA from Chamber CEO
Dr Eden Woon.

Claude Larose, Municipal
Councillor, Quebec City,
Canada, and his delegation
called on the Chamber on
September 29. The visitors
were received by Eva Chow,
Director, International
Business. Prior to coming to
Hong Kong, the delegation
was in Xian and Changchun
in the Mainland.

Javad B Kian, Consul in
Charge of Commercial Affairs
of the Consulate General of
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Forum on Economic and Trade Cooperation

between Guangdong and Hong Kong
David Lie (3rd from right), Chairman of the Chamber's China

Committee and Dr Eden Woon (3rd from left), Chamber CEQO, spoke

at the "Forum of Economic and Trade Cooperation between

Guangdong and Hong Kong" in Guangzhou on September 25. The
forum, hosted by Guangdong Deputy Governor Tang Binquan, was
used as a platform for Hong Kong businessmen to share their views
on the investment environment in Guangdong. Mr Lie and Dr Woon
also attend a luncheon hosted by Guangdong Governor Huang

Huahua (centre) on the same day.

the I. R. of Iran, met with Eva
Chow, Director of the
Chamber’s International
Business Division, on
September 26. Mr Kian was
looking for ways to expand
cooperation between Iran
and the Chamber.

Satoshi Torigoe, Director
and Representative of the
Hong Kong office of Japan
Kagoshima Prefectural
Government, and Mike T
Mizoguchi, President of MRT
Group, spoke at the
Chamber’s Asia/ Africa
Committee meeting on
September 29 about the
business environment in
Kagoshima.

A joint meeting between
Guangzhou and Hong Kong
chambers was organized by
the Guangzhou Bureau of

Foreign Trade and Economic
Cooperation and Guangzhou
CCPIT on September 18.
Chamber CEO Dr Eden
Woon spoke at the meeting
and signed a memorandum
of understanding with
Guangzhou CCPIT.

Luo
Qingquan,
(photo)
Governor of
Hubei and
Liao Dafeng,
Vice Mayor of Yichang,
respectively called on the
Chamber on September 22.
Chamber CEO Dr Eden Woon
met the delegations and
discussed further cooperation
opportunities between Hong
Kong and Hubei under
CEPA. The Chamber is
planning to organise a
mission to Yichang to visit the
Three Gorges Dam next year.
The Hubei delegation was in
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Hong Kong for the “Hubei
Trade Fair,” which was held
on September 24, at which
Anthony Wu, Chamber Vice
Chairman, was guest of
honor at the opening
ceremony.

Chen Zongsheng, Vice
Secretary General of Tianjin,
called on the Chamber on
October 9. During the
meeting, Chamber CEO Dr
Eden Woon and Mr Chen
exchanged views on
cooperation between Hong
Kong and Tianjin under
CEPA. The Chamber is
planning to lead a delegation
to Tianjin at the end of this
year, or in early 2004.

Jin Deshui, Mayor of
Ningbo, called on the
Chamber on October 10 and
met with Chamber CEO Dr
Eden Woon and members of
the China Committee. Dr
Woon also attended the
“Ningbo-Hong Kong Forum,”
held on the same day, to act
as moderator at the seminar.

Nong Shengwen, Deputy
Director of the Department
of Civil Affairs of Guangxi
Zhuang Autonomous
Region, led a delegation to
visit the Chamber on October
13 as part of a trip sponsored
by World Vision. Eva Chow,
Director of International
Business, welcomed the
visitors who were eager to
learn how the operational
side and role of the Chamber
in Hong Kong can be used as
a model to help them reform
business associations in the
Mainland.

Wang Fucheng, Vice Mayor
of Zhengzhou called on the
Chamber on October 14.
Chamber CEO Dr Eden
Woon had an interesting

discussion with Mr Zheng on
future cooperation between
Hong Kong and Zhengzhou,
which is in central China.

Li Danming, Deputy Director
of the Policy Research
Institute of the Shenzhen
Municipal Party Committee,
visited the Chamber on
October 15 and was received
by Eva Chow, Director of
International Business. Mr Li
was conducting research on
how Shenzhen can improve
its investment environment
to attract more Hong Kong
services companies to
Shenzhen under CEPA.

Belgian Consul-General
Patrick Nijs met with
Chamber Chairman Anthony
Nightingale and Chamber
CEO Dr Eden Woon on
September 26. Mr Nijs took
up the posting in Hong Kong
in August, before which he
worked at the United
Stations desk at the Ministry
of Foreign Affairs in Belgium.

Bernd
Riegerl,
Project
Director,
Hamburg
Business
Development Corporation,
spoke at a Chamber
luncheon on October 15 to
promote Hamburg as the
gateway to Europe.

Clement Leung, Deputy
Director General for Trade
and Industry, and Eugene
Fung, Assistant Director
General for Trade and
Industry, attended the SME
Committee’s meeting on
September 17 to hold informal
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discussions with members on
issues affecting SMEs.

Raymond Li, Executive
Director, Banking
Development of the Hong
Kong Monetary Authority,
Gordon Lam, Chairman of
the HKMA Working Group
on CCRA, spoke at the
Chamber’s roundtable
luncheon on September 29
on commerical credit
reference agency.

Thomas Chow, Deputy
Secretary for Environment
Transport and Works, spoke
to members of the
Chamber’s Environment
Committee at their meeting
on September 30 about the
government’s consultation
paper on the nature
conservation policy.

The judging interview for
the Hong Kong Award for
Services: Innovation took
place on September 26, with
nine shortlisted companies
presenting their applications
before a judging panel
chaired by Chamber Vice
Chairman Dr Lily Chiang.
Five companies were
selected as finalists and
submitted to the Central
Judging Panel for final
judging next month.

Service Industries |
- EEL

The HKCSI Executive
Committee met on October 7
to discuss the promotion of
services, WTO and CEPA,
among other subjects. It was
noted that the Financial
Secretary has decided to
disband the Services

| Promotion Strategy Group. [

SR ERAY United Stations
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l he Chamber's New Race Box Gets You Closer to the Action

PHOTO BY HKIC.
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Racing Fixtures 2003/2004 Season
(available for Shatin Races only)

2003 MARCH

OCTOBER Sun 7 Mar Day -
Wed 1 Oct Day Sat 13 Mar Day Sh atl n
Sun 5 Oct Day Sun 21 Mar Day
sat 11 0ct Day Wed 24 Mar Night Grandstand |
Sun 19 Oct Day Sat 27 Mar Day
NOVEMBER APRIL 5/F BOX D509
Sun 2 Nov Day Sat 3 Apr Day
Sat 8 Nov Day Sun 11 Apr Day
Wed 12 Nov Night Wed 14 Apr Night §;’Eﬁm§;’@\ m%gﬁé
Sat 15 Nov Day Sun 25 Apr Day PR
5 A =
Sat 22 Nov Day Wed 28 Apr Night E, }g{i% — @%E\% é\
' Sun__ 30 Nov Day MAY
DECEMBER Sat 1 May Day 5 @ D509
Wed 3 Dec Night Sat 8 May Day
Sun 14 Dec Day Sun 16 May Day
Sat 20 Dec Day Sat 22 May Day For booking forms or further information, please call
Fri 26 Dec Day Wed 26 May Day
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2004 |
:JI'ﬁTUA??J{an Day éﬂ:E 6 Jun Day 2823 1205 or 2823 1246

Sun 4 Jan Day Sat 12 Jun Day
Sat 10 Jan Day Sun 20 Jun Day

Sun 18 Jan Day Admission, Buffet & Drinks Race Badge
| Sat 24 Jan Day MEANS BB ERRRKE B

S I $60/Badge (33R)

Sun 1 Feb Day $390/Seat (1) | Buy Five get One Free
Sat 7 Feb Day BRE—
Sun 15 Feb Day
Sun 22 Feb Day
| Sat 28Feb Day
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What’s On ;&8 7a %

\What's On |
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UPCOMING EVENTS

RS

18 November
IT Strategy Roundtable Luncheon for SMEs
(Cantonese)

Hong Kong-Taipei Business Cooperation
Committee's Networking Dinner

(B8 -AltEEAIEREE] XNKE
Advanced Media Training: What To Say &
How To Say It?" (For Senior Executives)
(English)

Training: How to Handle “Difficult People” at
Work? (Cantonese)

IAETIE ERIR [BERMZA R (BRE)

19 November
CEPA Seminar on Trade in Goods
CEPA TEWE S e

Workshop Series: Reviewing Your Thinking
on HR - (lll) Performance Management & HR
Planning (Jointly organized with Jardine
Matheson Ltd) (English)

20 November

Lunch with Liaoning Governor Mr Bo Xilai
BELERERRTE

Trade and Economic Development of Hong
Kong and Taiwan under CEPA - 14th Joint
Meeting of the Hong Kong-Taipei Business
Cooperation Committee (Mandarin)

CEPA THIBEIEERE - B8 - 5L
EEERE ] BTIRMREEE (FHHF)
HKGCC Seminar - Privatisation of Hong
Kong International Airport
"HBBERISHLAL e

Training: Coaching for Performance
(Cantonese)

Training: Quality Customer Service
(Cantonese)

25~26 November

The 2nd Shanghai & Hong Kong
Metropolitan Development Conference
(Mandarin with English Interpretation)
FEEEAHTERRANE

26 November

Roundtable Breakfast: “Project & Risk
Management - The Keys to Business
Success in the New Economy” (Cantonese)
BHERERER - CEEMSERBRZPRY
& (BERF)

@ THE BULLETIN NOVEMBER 2003

26 November
e-Workshop: “Smart Supply Chain
Management for SMES”

27 November
Chamber Happy Hour

28 November ~ 17 December
English Workshop: Minutes made Easy
(English)

1 December

Americas Committee Cocktail Reception in
honour of Consuls General of Countries of
the Americas in Hong Kong

Conversation with a General Committee
Member - Marjorie Yang

Training: How to set up foreign trade
companies in the PRC (Cantonese)
BEHIRIE - i ERI ARSNGB SR F]
(BR )

2 December
CEPA Seminar on the Service Industry
CEPA TR EHTE

Training: Employment responsibilities
imposed on Hong Kong residents in the
Mainland (Cantonese)

BIIERE B AR E R BN Bk
# (ERE)

3 December

Training: Persuasive Presenting (Cantonese)
RUVEBRITEE (BRAE)

Training: Handling tax investigation in the
PRC and avoiding punishment (Cantonese)
SEHIERTE + M B mE 2 R anfa it
RRE (BFRE)

4 December
Training: Saving taxes in China (Cantonese)

BHIRE « MG 2 & (BRE)

5 December
EZ3ERE « AINEBSIRINERRIES
BIERATR (BERE)

8 December
Dinner Club (Cantonese)

ER——)\BEBRE (BERZ)

COMMITTEE MEETINGS

18 November
Economic Policy
Committee Meeting

24 November
General Committee Meeting

26 November
Legal Committee Meeting

27 November
e-Committee Meeting

8 December
Industry and Technology
Committee Meeting

8 December
Manpower Committee Meeting

9 December
Shipping and Transport
Committee Meeting

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

MARK YOUR DIARY

2~6 December
HKGCC Study Mission to Hebei
and Tianjin

10 December
HKGCC'’s 10th Annual Hong Kong
Business Summit

18~20 December

“Pearl for Youth” Study Mission to
the Pearl River Delta and Youth
Conference

[KR=FA s 5T BEETFHKR=A
EREBI FEHRTR

10 December
The 10th Annual Hong Kong Business Summit

11 December

BEIRFEIEHE | [BNEERARE
B (BRE)

Training: Getting Everything You Want —
Playing Your Way to Financial Freedom
(English)

12 December
Training: Growth & Expansion - “Buy, Sell,
Dilute, Merge Your Business” (English)
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upper class )

It's all In the bag!

enjoy all the perks. Take your pick of $1,500* FREE shopping at Lane Crawford or HK$1,500* FREE dining at
The Peninsula. For more details, terms and conditions and redemption procedures, please call your travel agent
or Virgin Atlantic at 2532 6060. Book NOW!

*Round trip Upper Class adult fare ticket (HKG/LON/HKG) must be paid and issued in Hong Kong on Virgin Atlantic documents between NOW and 31 December ‘03
* Travel must commence between 1 October and 31 December 'O3 ® Taxes are not included ® Virgin Atlantic reserves the right to amend all terms and conditi
should any unforeseen circumstances arise ® Offer is not valid in conjunction with any other promations, Virgin flying club reward tickets, upgrades or compensation
letters  Offer is subject to Government approval and availability ® All terms and conditions are final and applied
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