Law expert warns of pitfalls that e-commerce novices may encounter
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Directory

Matching You With the Right Partner
Search our extensive database listing accurate,
quality, up-to-date information on thousands of
companies providing some of the best products
and services available in Hong Kong

Opportunities

Opening the Door to Global e-Business
Find the right product or service you've been
searching for offered by the thousands of buyers
and sellers that visit chamber.org.hk daily

The tools of business may have changed, but our

commitment to providing timely, pertinent and

Information

Giving You the Knowledge to Succeed
Take advantage of our focused, relevant, up-to-
date business information — trade statistics,
government policies and tenders, guidelines, and
more — to give you an edge over your
competitors

quality business information that you know you can
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FROM THE CHAIRMAN

Budget sets a steady
course in calmer waters

- he Chamber warmly welcomed Financial Secretary
- Donald Tsang Yam-kuen's fifth Budget announced on
March 8. He set a steady course for the 2000-2001 fiscal
year, despite very real pre-Budget concerns that new or
increased taxes would be inevitable. As he said himself, he had applied
a light hand to the tiller as it became apparent that economic
conditions improved markedly in the final
months of the old (1999-2000) financial year.

For its part, the Chamber applauded the
limited initiatives announced in this year's
Budget and the highlevel of tax restraint. The
calm approach apparent was in stark contrast
to the dramatic decisions that had to be taken
by the government when the good ship SAR
was tossed about on the stormy waters
whipped up by the East Asian financial crisis
of the previous two years.

In its own pre-Budget submission to the
government, it is true that the Chamber laid
down claims for a wide range of tax
concessions, particularly those related to
encouraging the “new economy.” But in that
same document it also indicated that it
understood that many of these claims would
be unable to be granted in the forthcoming
Budget year. It was also far from disappointed
with the ultimate Budget outcome.

The Chamber's submission, sent to the Financial Secretary in early
November last year, recognised the problems associated with the
SAR's narrow tax base. It suggested, however, that the government
would be unwise to do anything precipitous to change the attractive
local tax system without a great deal of consideration and a period of
fairly broad public consultation.

In this context, the Chamber was pleased to see the Financial
Secretary announce a two-pronged study of the SAR Government's
likely revenue needs and the sort of tax regime that might be needed

to ensure these future revenue needs are met. This is a sensible
approach when there isstill a great deal of uncertainty about whether
the SAR is only facing a short term decline in tax revenues or
something more serious.

The first part of this two-pronged approach is an in-house
government task force which will examine the “structural versus -
cyclical” revenue question and some other tax
issues. The second will involve a committee of
outside experts to advise the government on
alternatives for the SAR’s future tax needs. The
Chamber has already sought representation on
this second committee.

Three other Budget issues were significant
as far as both local companies and locally based
multi-nationals are concerned. The first of these
was the Financial Secretary's strong re-
statement of the government's “minimum
intervention, maximum support” philosophy.
The second was the decision to establish a US-
dollar clearing system for financial markets.

The third, and perhaps most important,
given the economic turmoil of the past two
years, was the disclosure of the SAR's far more
rapid recovery from recession than anyone had
expected. The 8.7 per cent real growth in the
final quarter of last year was the fastest three
months of economic growth Hong Kong has
experienced in more than 10 years, since 1988, in fact. This confirms
that Hong Kong's economic resilience remains as strong as ever.

Summing up, the 2000-2001 Budget probably came as a relief to
most in the business community. The Financial Secretary not only
restrained government spending and enhanced productivity, but also
produced what is close to a balanced Budget while avoiding
immediate tax increases as well. These decisions should provide a
sound base for the SAR's continued recovery from the recent economic
downturn. The Chamber strongly supports the Budget. [}
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Legco Report

Post-Budget

~ he 2000-2001 Budget, regarded as the most satisfactory
Budget in recent years, was generally applauded upon
its release. Although the Financial Secretary had
mentioned more than once that some measures should
be taken to offset the budgetary deficit, no tax rises were implemented.
This will ultimately benefit the overall economic recovery of the SAR.

The business sector may well agree that the SAR economy is
bottoming out, but a full-scale recovery is still some distance away
and many in the sector are still struggling to survive. Even the recently
buoyant stock market is being led by
telecommunications and Internet shares,
rather than the quiet blue chips. If the tax
burden laid on the shoulders of the public
and business sector were to increase, the
economy could easily suffer a relapse.
Moreover, the substantial reduction of the
budget deficit last year from HK$36.5 to
HK$1.6 billion has markedly eased the
financial burden of the government.
Therefore, its decision not to raise taxes this
year is sensible.

PUSH AHEAD CIVIL SERVICE REFORM

As I mentioned in last month’s issue of
The Bulletin, the firstand foremost task of the
government to soothe financial pressure is to
reduceits expenditure, rather thanto increase
its income. The notion was well received by
the Financial Secretary who proposed
various measures to tackle problems such as
redundant compartmentalisation,
overwhelmingsalary costsand inefficient use
of resources. It is also noteworthy that the
proposal by the Financial Secretary to cut 10,000 civil service posts
over three years helps to set a clear direction and schedule for civil
service reform. With this target, the public will be able to monitor
and push forward the progress of reform more easily and effectively.

All these related measures in the Budget, if implemented, will
help to lower the consistently high recurrent government expenditure.
The benefits of these measures are twofold. First, they are instrumental
in relieving pressures to expand financial and tax resources. Second
charges and fees, based on the ‘user pays’ principle, will become more
reasonable.

We realise that removing the long-standing weaknesses within
the civil service is an uphill task, but the government should
doggedly push ahead with the reform. In my view, civil servants’
wages should be frozen this year, and their pay scale should be

-

James Tien Hit#

Send your comments to: Legislative Council Building, 8 Jackson Road, Central, Hong Kong Tel: 2301 3602; Fax: 2368 5292

review

reviewed to narrow the difference between public and private sector
salaries.

PROVIDE BETTER SERVICES TO BUSINESS

In his Budget, the Financial Secretary proposed revamping the
Trade and Industry Bureau, the Economic Services Bureau, the
Trade Department and the Industry Department to provide ‘one-
stop’ services to the industrial and commercial sectors.
Government departments have long been criticised for their
bureaucracy and red-tape which tie up
businesses. The government’s decision to
streamline administration will be conducive
to industrial and commercial development,
particularly to SMEs.

The Financial Secretary also proposed
dedicating an agency under the Trade and
Industry Bureau to attract more foreign
investment. Experts not in the civil service
sector should be given priority for filling these
jobs as they have a better understanding of
investors’ needs and the market.

[ support the government’s practical,
prudent approach in establishing an
independent commission composed o f experts
from the taxation, professional and academic
fields for studying the possibility of broadening
the tax base of Hong Kong. As Mr Tsang
mentioned, maintaining a simple, lucid and low
tax system is vital for Hong Kong to sustain its
prosperity. Deviation from such a principle may
erode the competitiveness of the SAR business
sector. Therefore I urge the government to
adhere to it when reviewing the tax structure.

SLOW PROGRESS ON ENVIRONMENTAL PROTECTION

Throughout the Budget, the fly in the ointment has been the
scant resources the government allots to environmental
protection and conservation. Notwithstanding that the
government has increased its recurrent expenditure on this issue
by 7.6 per cent, it is still insufficient to improve the worsening
pollution problem.

We should be aware that the environment is a key factor affecting
the competitiveness and attractiveness of our economy. A poor
environment will deter overseas talent from coming to Hong Kong
to provide expertise for the development of our advanced industries.
In this respect, I urge the government to review its environmental
policy and to act proactively on improving the environment. [l
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FROM THE DIRECTOR

The Chamber: Merging the
old and new economies

nternet fever, which has been propelling the new

economy of the United States in the past few years, is

now gripping Hong Kong. The ‘¢’ age is upon us, and

not only have new “dot-coms” stimulated the
imagination of the investing public, they are also
providing new ways for the old-economy
companies to increase their productivity and
improve their competitiveness.

The Chamber recognised the power of the
Internet some years ago and in April 1998 launched
its own Web site (www.chamber.org.hk) which
offered economic information and business
matching services to help members. The Web site
has recently been revamped and now includes a
more powerful search engine and an ever-growing
database. It also sports a new look and a more user-
friendly design to aid navigation. As testimony to
its usefulness, the site’s hit rate now has risen to
almost 100,000 per month.

The Chamber has also set up a new committee,
the e-Committee, specifically designed to help all
companies in Hong Kong use the new technology to improve their
business. Whether you are a traditional trading firm, a real estate
company, a bank, an investment firm, a retailer, or a professional
services firm, you must keep up with the latest developments in IT to
compete. The e-Committee, with its diverse membership mix of IT
specialists and traditional users, held its first meeting in March with

r

&
P

Dr Eden Woon
BUABEL

HHERaWMERE

over 60 attendees. I urge you to join if you are stillwondering how
to survive in the new economy.

In addition, the Chamber is running more and more e-
commerce programmes, with roundtables addressing legal
implications, domain name selection, uses of the
Internet, IT advances that could benefit you, and
trends of new applications. Due to the popularity
of these events, we will do more of them in the
coming months, as well as invite more speakers to
talk on the new economy at our luncheons.

Meanwhile, China continues to be a key
player in the Hong Kong economy. Our WTO
report, “China’s Entry into the WTO and the
Impact on Hong Kong Business,” continues to be
a “best seller,” with sales exceeding 700 copies
(see page 16 for order form). The Chinese version,
which contains some updated information, will
be available in late April, and should be of use to
Hong Kong SMEs. With China poised to enter the
WTO later this year (see page 30 for the vote on
Permanent Normal Trading Relations in the
U.S.), the information and suggestions in this Chamber report
should be very useful to any company in Hong Kong.

With IT and China forming the main pillars of the new
economy, Hong Kong’s recovery from the financial crisis should
be a solid one. And the Chamber is working hard to help you
prepare for the new business environment. [
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THE HONG KONG GENERAL CHAMBER OF COMMERCE
ANNUAL GENERAL MEETING
AGENDA ITEM 1: ELECTION OF GENERAL COMMITTEE MEMBERS

1) The following six members of the General Committee retire in
accordance with Articles 25(a) and 25(b):

Dr. Lily Chiang Chen Hsong Holdings Ltd

Mr. John Hung The Wharf (Holdings) Ltd

Mr. Liang Xiaoting Bank of China Hong Kong Branch
Mr. Anthony Nightingale Jardine Pacific Ltd

Mr. David John Rimmer Rimmer & Co

Mr. Ross Sayers CLP Holdings Ltd

2) For the six vacant seats above:

a. The following offer themselves for re-election in accordance with

Article 25(c):

Dr. Lily Chiang Chen Hsong Holdings Ltd

Mr. John Hung The Wharf (Holdings) Ltd

Mr. Liang Xiaoting Bank of China Hong Kong Branch

Mr. Anthony Nightingale Jardine Pacific Ltd

b.  The following offer themselves for election in accordance with
Article 26 and Bye-Law 4:

Mr. Dong Jiufeng COSCO (Hong Kong) Group Ltd.
Mr. Raymond Kwok Sun Hung Kai Properties Ltd.

3) All the above members seeking re-election or election are eligible
under Article 25(c) or Article 26 and Bye-Law 4.
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COVER STORY

Budget 2000-200°

Recovery, share gains defer need for tax rses

By lan K Perkin

inancial Secretary Donald
Tsang Yam-kuen's fifth Hong
Kong Budget, presented to the
Legislative Council on March 8,
was generally positive for the business sector
and the broader Hong Kong community.

Contrary to pre-Budget expectations, there
were no new taxes in the Financial Secretary's
financial statement for the 2000-2001 fiscal
year; nor were there any increases in existing
taxes or fees and charges affecting business.

Indeed, the latest Budget, which covers
the period from April 1 this year through to
the end of March next year, was generally
regarded as notable for what it did NOT
contain rather than for what it did.

Summarising the outcome, it is fair to say
that the Financial Secretary took advantage
of the faster than expected economic recovery
and windfall gains from the Exchange Fund's
share market portfolio to at least delay any
tax or other revenue changes.

For the business sector, however, there
were some warning signs that this ability to
hold the line on the revenue side of the
Budget while also restraining overall
government spending might not last.

First, the Financial Secretary indicated
that the government will be re-examining fees
and charges in the next few months with the
aim of selectivel y-i them over time.
Business will have to be vigilant on this.

Second, he announced that two groups —
an “in-house” government task force and an
outside committee of “experts” — would be
looking at future revenue needs and whether
the existing tax structure might need change.

There is, therefore, still the prospect of
future rises in existing taxes, or perhaps the
introduction new imposts, such as asales tax,
if the task force and committee deliberations
decide that there is a need.
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No new taxes and no immediate tax
increases despite a forecast Budget
deficit of $6.2 billion for the 2000-2001
fiscal year.

Growth in government recurrent
expenditure to be restrictedto a real 2.5
per cent — half the forecast growth rate
of 5 per cent in GDP for the 2000
calendar year.

Funding of the Chief Executive's 1999
Policy Address expenditure proposals,
with additional spending of over $700
million in areas to promote employment
and training, improve services for the
elderly, the disabled, and low-income
and single-parent families, as well as
enhance building safety.

An extra $800 million reserved for
implementing new education initiatives.

Civil service to cut 10,000 jobs over the
next three years; voluntary retirement
scheme to accelerate the pace of civil
service reform to be introduced.

Internal task force to be established to
examine whether Hong Kong has any
structural fiscal problems; and to review
the viability of the existing tax regime.

Independent committee to look at the
suitability and implications of
introducing new broad-based taxes,
including a consumption-based tax.

A 10 per cent reduction in stamp duty
on stock transactions from 0.25 per cent
to 0.225 per cent to boost the
competitiveness of the stock market.

Exemption from First Registration Tax
for electric vehicles to be extended for
a further three years; concessionary
rate for diesel at $2.00 per litre extened
until end of 2000.

Toensure that it is on top of these issues,
the Chamber has already instituted its own
study of likely future Budgetdemandson the
government and whether there may be a
need for new taxes. It has also sought
representation on the government's planned
committee of “experts.”

It could well be that the two government
appointed groups ultimately take the view
that the present revenue problems faced by
the government are cyclical and short-term
(aresult of the economic downturn) and that
there is, therefore, little that needs to be done
to revamp the present tax system.

On the other hand, they could find that
there is an emerging structural and longer-
term revenue problem facing the SAR. This
could be due to changes in the structure of
the existing tax base (the decline of land
premium revenues, for example) or likely
future base (therise of e-commerce).

If this were to be the case, the way could
be open for some major changes to the
existing taxation system in the SAR. These
could include, but not necessarily be limited
to, the introduction of some sort of sales tax,
perhaps in the form of a broadly based
consumption tax of one type or another.

If the Chamber had any other concerns
atall about the Budgetoutcome for 1999-2000
and the forecasts for 2000-2001 they were
two-fold:

First, that the 1999-2000 Budget deficit
was reduced from the original forecast of a
massive $36.5 billion to just $1.6 billion,
which waslargely due to windfall gains from
the government's share market holdings, as
well as some expenditure cuts.

Second is the fact that total public
expenditureasa percentage of gross domestic
product (GDP) was still a high 21.6 per cent
for the 2000-2001 year compared with the 14
to 16 per cent range common in the 1990s.

In other words, the government is today
playing a far larger role in the economy than
it had in the past. This is another issue the
Chamber will be monitoring on behalf of
members in the near term future.

ECONOMIC OUTCOME

The Financial Secretary also reported a
major economic rebound in'the second half
of 1999, with final quarter GDP growth of 8.
7 per cent producing overall economic
growth of 2.9 per cent for the year.

Deflation remain in place, however, with
consumer pricesdown by anaverage of 5 per

cent in 1999 and expected to fall by a further
1 per cent in 2000.

Moreover, faster economic growth is
expected in 2000 and beyond, with GDP
forecast to grow by 5 per cent this year and
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the trend growth to be 4 per cent annually
for the four-year period (2000 to 2003).

The Financial Secretary said that he
expected a return to balanced budgets from
the 2001-2002 financial year and a modest
surplus for 2003-2004. The government's
fiscal reserves were forecast to increase by $8.
9 billion and reach $441.6 billion by the end
of March 2004.

INTO THE 21** GENTURY

He also confirmed the government's
development strategy for the 21st century,
with the economy to remain free, open and
market-led, with better education and
training provided for the workforce.

Importantly, the Financial Secretary also
re-stated in quite strong terms Hong Kong's
long standing policy to provide maximum
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LGT Bank in Liechtenstein
A Member of Liechtenstein Global Trust

Confidentiality

centre in the heart of Europe.

LGT Bank in Liechtenstein AG
Representative Office Hong Kong
Dr. Henri W Leimer or Mr. Philip Jehle

Phone (852) 2523 6180

Stability

Fax (852) 2868 0059

Performance

Through LGT Bank in Liechtenstein, LGT Capital Management and LGT Treuhand, we offer our
discerning, international clientele a full range of premium quality private banking services. For
nearly 80 years, our clients also profited from the advantages of Liechtenstein, a AAA rated financial
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support for business and keep intervention
in the economy to the minimum.

He said the SAR would continue to
attempt to maximise the benefits of
globalisation through strengthening Hong
Kong's position as an international financial
centre, harnessing the power of innovation
and technology and attracting more
companies to Hong Kong.

This would include the establishment of
anewdedicated agency to attract investment
into Hong Kong and capitalising on Hong
Kong's China advantage, especially after the
mainland's accession to the WTO.

He added that Hong Kong would be
retaining its simple, predictable and low tax
regime and attempting to ensure its public
finances remained sound and healthy.

With hindsight, it is probably not
surprising in what is an election year for the
SAR's Legislative Council that the Financial
Secretary decided to do less in the 2000-2001
Budget than he might otherwise have done,
especially given the Legislative Council's
earlier voteagainst a sales tax for Hong Kong.

But the Budget strategy should at least be
positive for the SAR's continued recovery from
the recession of the past two years, with the
restraint likely to enhance growth and help
maintain Hong Kong's competitive position.

For its part, the Chamber did not get what
it sought in its pre-Budget submission to the
government, rather - as it pointed out in that
document — the concessions asked for were
not expected to be granted in any one budget
year, but over a longer period of time.

The Chamber was at least gratified to seein
the Budget speech the Financial Secretary's
lengthy explanation of the SAR's market
economy and hisstout defence of the “minimum
intervention, maximum support” policy.

This policy, so important to both the local
and international business communities
active in Hong Kong, had been brought into
doubt in some quarters as a result of the
government's interventions evident during
the recent two years of recession.

The Financial Secretary's re-statement of
the policy in the 2000-2001 Budget, however,
returns this long-standing tenet of
government activities to centre stage. It is
probably the first time that the words
“minimum intervention, maximum support”
have come from such a senior official since
the East Asian crisis hit.

This should be re-assuring especially to
the locally based international business
community, which had expressed some
concerns that the SAR Administration might
have been moving away from this policy.
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The Chamber also believes another
initiative that may have a longer-term impact
for business, especially the international
business community, was the announcement
of the US-dollar clearing system for financial
transactions.

This will offer advantages in the
financial services sector and will help
reinforce the backing of the linked rate of
the HK-dollar to its US counterpart (the so-
called dollar “peg”).

Ultimately, too, it will mean Hong Kong
based companies and citizens will be able to
open US-dollar current (cheque) accounts.

The fifth Budget from the incumbent
Financial Secretary was probably far more
significant than many in Hong Kong have
been prepared togivehim credit for. Only time
will tell, however, whether the initiatives
announced will have a significantimpact on
the way the SAR does business in the future.

At least the business sector and the
broader community can rest easy that they
will not be faced with new or higher taxes in
the immediate future. For that, they can really
thank the well-documented resilience of the
local economy in emerging from temporary

setbacks, whatever their source.

At a macro-economic level, it was clearly
the faster than expected recovery in the local
economy and the dramatic rise in the share
market in 1999 that enabled the Financial
Secretary to avoid tax increases, at least in
the 2000-2001 year.

The final figures for 1999show that in the
last quarter of the calendar year the local
economy grew by 8.7 per cent in real terms,
the fastest quarterly rate of growth in Hong
Kong since way back in 1988.

More importantly, the economy also
turned in current dollar terms in the final
quarter of the year with nominal GDP being
up by a modest 1.4 per cent.

Thisis vitallyimportantin a deflationary,
rather than inflationary situation, because it
reflects the fact the economy has turned
positivein cash flow terms, which isfar more
important to business than the improvement
in “real” or volume terms (after the deflation
adjustment).

The business sector will be looking
forward to a continuation of this
improvement in both volumes and values
wellinto the current year. [

www.tradeuk.com/menu
From buses to business services

Find the British supplier to match your requirements

BRITISH TRASE INTERNATIONAL

A FREE Internet service from the British Government

Looking for a British supplier? Want a British joint venture partner?
TradeUK is 57,000 British businesses, 24 hours a day.

Match your requirements then follow-up the contacts at your discretion.
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China’s Entry into the WTO and the
Impact on Hong Kong Business

A Business Perspective
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The 140-page final report of the WTO

Industries, initiated a project in May 1999 on “China’s Entry into
the WTO and the Impact on Hong Kong Business”. The Project
provides the Hong Kong business community’s assessment of the

impact of China’s entry into the WTO on specific industries in Hong Project is available from the Chamber at
Kong. Nine working groups of Chamber members were formed to HK$200 (HK$280 for non-members),
discuss the opportunities and challenges which will be faced by Hong oxchiding postage. (Those who purchased

. . . the English copy may contact the
Kong businesses in their sectors — banking, insurance, investment, Chamber to pick up a complimentary
professional services, retail and distribution, technology, Chinese version.)

telecommunications, textiles and clothing, trading. They also looked NSRS bamatt USUBS per copy

including postage and handling.
at what businesses could do to prepare for the changes and what the For further details, please contact Amy Tse

SAR government could do to assist Hong Kong businesses. at (852) 2823 1210.
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Tax structure
0 De reviewed

Financial Secretary assures
business community Hong Kong's
tax structure will remain low, simple

ong Kong could see major
reforms to its tax structure
within the next two years,
Financijal Secretary Donald
Tsang told the Hong Kong business
community at a joint chamber luncheon on
March 20.

Despite widespread speculation that he
would use the 2000-2001 Bud get to widen the
tax base, the Financial Secretary pointed out
that his decision not to change the tax

THHA 200054 A

Financial Secretary: “We have a long way to go and whatever is decided may take an extra year

or two to implement. But we must get moving otherwise the momentum will be lost”

structure does not mean that he is stepping
back from the idea. It is simply a question of
how best to do it, he said.

“There are some that say we have missed
a golden opportunity to bring in much-
needed reform now. However, new tax
arrangements are something that cannot be
introduced overnight,” he said.

A government task force and an
independent committee will be set up to
study the feasibility of broadening Hong

Pz (Fax) AT
COSCO (HK) Shipping
% 3%:(852) 2809 8688
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Kong's tax base. The groups will be charged
with reviewing the existing tax system to
determine if restructuring is necessary and
if so what would be the best course of
action.

“We have a long way to go and whatever

is decided may take an extra year or two to

implement. But we must get moving otherwise
the momentum will be lost,” he said.

Mr Tsang said he personally believes that
with 60 per cent of the popuation not pay any

AR S

Go. Ltd.
14 4. (852):2546 1041
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salaries tax something must be done to widen
the net. But he stressed that by airing his
personal views, he wasnot trying to influence
the groups.

Whatever the outcome, Mr Tsang assured
the business community that Hong Kong is
a low tax territory, and that its tax system
must be regionally and internationally
competitive, and that it must be low and it
must be simple.

The Financial Secretary said his decision
not to change the tax structure was due to
the strong recovery of the economy towards
the end of 1999 which produced a real growth
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Afull house at the Financial Secretary s luncheon ZHRAIRIRNFEE L - BERE

rate of 2.9 per cent for the year as a whole.

Also, a rise in government revenue
sources from the Exchange and Tracker funds
wiped a large chunk — HK$44 billion - off
the government's projected deficit, he said.

“Of course, we recognise that this is
probably a one-off, or short-term, gain. But
with such a windfall, I think we would have
been pilloried by our legislators and the
community had we attempted to introduce
some form of new taxation. And higher taxes
ran the risk that we could well have stalled
our nascent recovery,” he said.

Mr Tsang also touched upon initiatives
the government is taking to improve
competitiveness in the financial services

18

sector. These include a multi-currency capital
market and clearing system, starting with a
US-dollar denominated market, which
should be fully operational by the end of the
year. The system will enable a wide range of
financial transactions conducted in US-
dollars to be settled in Hong Kong.

“This will make us the leading
investment window in Asia and reinforce our
monetary stability,” he said.

The government will also beef up.its
efforts to promote innovation and
technology, as well as attract more external
direct investment through the Invest Hong
Kong Agency adopting a more proactive
strategy.
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Hong Kong:
our continuing commitment.

For more than 125 years, the Swire Group has shared with Hong Kong and
its people a vision of growth and prosperity. Our commitment to developing that
vision into reality can be seen in many fields — from soft drinks to aviation, from
shipping to property.

These achievements show not only our commitment to these core
businesses, but also to the future of our home — Hong Kong.
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ever, No one, ¢ port operators, knows
exactly how much use; npany: negotiates fees
with termmal op e of the best kept secrets

97 ancr’-98, fees have

[but] pn(:cs are still very high to the extent that there has been some
1998, whe vipped 14.6 > mill EUs. competition from south China and Shenzen ports,” Chamber
ast 10 years, Hong Kong-Chma trade has been growing  Shipping Committee Chairman Neil Russell said.
annual rate of around 18 per cent, and until recently the port of Some would argue that Shenzen Port’s throughput produces
Hong Kong irtually no competitors for cargo out of southern  barely a blimp on the major container port map. And indeed only
China - an es d 90 per cent of which passes through Hong Kong.  three years ago it wasn’t even considered to be on the map. But in
But while Hong Kong port is the world’s busiest, its terminal  that short period of time it has risen to 11th slot to take almost3
dling charges (THC) are also the world’s most expensive. . a
! ,&B.'BZ 140 to ship a 20ft equlvalent unit from Hong Kong .
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SPECIAL FEATURE

million TEUs in 1999, or a growth rate of 70
per cent. Moreover, analysts predict the port
will probably continue to grow at a faster rate
than Hong Kong for some years.

Corporate Affairs Manager for Modern
Terminals Joel Cheung said that given the big
differences in containers handled — more than
16 million TEUs by Hong Kong’s port
compared to just under 3 million TEUs by
southern China’s ports — the gapis still too
wide to consider China’s ports as
competition.

“If people are saying there is rivalry
between the two ports, it is still too early,”
she said. “Hong Kong and southern China
ports will see growth in the coming years,
especially if china is going to enter the WTO,
this will have a positive effect on all the ports.”

Sun Hing Group Chairman Simon Lee said he believes Hong
Kong’s advantage over ports in southern China is its efficiency,
especially with regards to customs procedures.

“If the Yantian and Shekou ports did not have the red tape
problems, Hong Kong would be much more affected by them,”
he said.

Healso pointed outthat while customs procedures haveimproved
considerably at the ports in the past few years, there is still a
considerable gap between them.

“This is good for Hong Kong. It still gives us room to breathe,”
he said.

While recession and the growing role of southern China’s ports
have helped moderate rates, the advent of Container Terminal Nine
(CT-9) is expected to further lower THCs. The HK$10 billion
development project on Tsing Yi Island opposite the eight existing
terminals at Kwai Chung is scheduled to come on stream in 2002 and
will be fully operational by 2005.

Mr Russell feels that the opening of Container Terminal Nine (CT-
9) will help keep prices down, “but rather than just only seeing prices
not increasing, we really need to see prices coming down.”

Modern Terminals will have four of CT-9's six berths, giving the
company the capacity to handle an additional 2.6 million TEUs a year,
Ms Cheung said.

Asked how CT-9 will affect Modern Terminals” handling charges,
Ms Cheung said now was not the proper time to say.

CUSTOMS PROCEDURES

Another issue close to the hearts of all liner shipping companies is
that of customs procedures. Liner shipping companies would certainly
like to see an easier flow of containers across the border into China
and back again, but that would almost certainly involve a change in
the customs laws regarding empty containers, Mr Russell said.

Containers are a dutiable commodity, and that is really the
underlying problem, coupled with smuggling.

“There has been some progress over the past 18 months, but not
what I would call a fully rational handling of containers between
here and south China,” he said.

A trial empty storage depot and the opening of more border gates
have brought about some improvements, “But the fundamental problem
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Chamber Shipping Committee Chairman Neil Russell said liner
shipping companies would like to see an easier flow of containers
across the border into China and back again.
FTEMBEESIRBERRT
BNEREREFEE S -

of containers being a dutiable commodity is
still there,” he said.

Hong Kong's container ports are largely
fed by lorries thundering back and forth
across the China-SAR border laden with
containers. The congestion this causes has led
some to suggest establishing a rail link, and
the government is purportedly looking into
the feasibility of the idea.

Niels Kim Balling, general manager,
corporate marketing for Orient Overseas
Container Line (OOCL), said a fairly large
volume of containers are now starting to
come into Hong Kong on river barges.

This seems to be the same pattern
developing in other parts of China, such as
Shanghai Port. Although mainland ports
don’t have one country two systems to
contend with, Mr Balling said the mainland has done a brilliant job
in creating customs connections with the inland river points and the
Shanghai customs to automatically transfer customs for the cargo
arriving at the port.

“If Guangdong and Hong Kong could replicate that — of course
it’s alittle more complicated than that - then [ think it would improve
the efficiency of the whole infrastructure,” he said.

Because Hong Kong is a free port, the main issue of such a system
would be management of quotas, he said. But with a proper EDI
system set up and free exchange of information, Mr Balling said he
feels such a system would be possible.

MEATFLEBENZ

Porti&0 1995 1996 1997 1999
HongKong &% 12549 13460 14567 14582 16100
Singapore MK 11846 12950 14135 15100 15900
Kaohsiung Biff 4899 5063 5693 6271 6985
~ BusanZE 4502 4684 5234 5046 6440
Rotterdam fE45/3 4786 5007 5495 6011 6400
LongBeach®# 2843 3007 3505 4098 4408
Shanghai 1§ 1526 1970 2520 3066 4210
Los Angeles & #5H 2555 2682 2960 3378 3829
Hamburg £ 2890 3053 3337 3550 3750
 Antwerp REME 2329 2620 2969 3266 3614
Shenzhen #I none none 1146 1952 2986
Ranked on TEU throughput '000s &8 OMEEERAN 2R (1-TERER)

Source: Containerisation International / Hong Kong Port and Maritime Board
EBRIR : Containerisation International / E8E N kER
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On-Line with Maersk Sealand

Simply CLICK http://www.maersksealand.dk to

* Overview our diversified services
* Check schedules

* Make bookings

* Track your cargo

* Manage Internet Bills of Lading

Your 24 hours virtual office - anywhere, anytime.

Our Internet services allow you to do business, access
accurate and real time information with security and peace
of mind.

{ -~ MAERSK SEALAND
www.maersksealand.dk Ao
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General Manager of Corporate
Marketing for Orient Overseas
Container Line (OOCL) Niels Kim
Balling said a fairly large volume of
containers are now starting to come
into Hong Kong on river barges.
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In China, connections are everything.

Which is why OOCL has developed the largest intermodal network to link
the markets of the mainland with those of the world.

When it comes to talking business in China. Talk to OOCL.

i
N i A We take it personally

X
2
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North America (1) 925 460 4800 ¢ Asia (852) 2833 3888 * Europe (44) 171 786 6622 * www.oocl.com
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SIA Cargo's fastest service offers you:

GUARANTEED ON-TIME ARRIVALS.

The moment your shipment’s confirmed and
accepted, we make a commitment to get it
there according to schedule.

No ifs, no buts.

LAST IN, FIRST OUT.

You can lodge your shipments up to 1 hour
before flight departure. And collect as early
as 2 hours after arrival. With your money
back? if it's not ready in 4 hours.

SPACE CONFIRMATION.

For shipments of 250kg or less your
reservation is confirmed automatically for
cargo of any size, weight, or type.t

No more misses.

SWIFTRIDER. FASTER FOR SURE.

Track your shipment at www.singaporeair.com.sg

tSome conditions apply. Cali for details. (852)2865 0868




BUSINESS

Delegation explores opportunities in
San Diego and Baja California

hamber Deputy Chairman and

former council member of the

Hong Kong Trade Development

Council (HKTDC) Christopher
Cheng led a 16-delegate business mission to
San Diego, USA, and Tijuana, Baja California,
Mexico, on Feb. 21-26.

The mission, jointly organised by the
Chamber and the HKTDC, studied
technological developmentsin theregionand
explored possible business opportunities for
Hong Kong companies. '

The delegation called on San Diego
Mayor Susan Golding, who expressed her
support for bilateral business co-operation
between San Diego and Hong Kong.

Delegates learn about touch-screen ticketing systems during a factory tour of

Cubic Transportation.

Trade Centre, delegates discussed
possibilities for enhancing trade links
between Hong Kong and San Diego
companies.

Delegates then visited Cubic
Transportation Systems, Qualcomm, San
Diego Tech Centre and Supercomputer
Centre to see for themselves state-of-the-art
technologies being utilised in San Diego.

BAJA CALIFORNIA

Delegates also travelled to Tijuana, Baja
California, Mexico, to study success stories
that have arisen from the North American
Free Trade Agreement (NAFTA), particularly
in the electronics industry.

X ZBS 8 Cubic Transportation % & T RISIEEBBERAKNELF o

Amongst other issues discussed were
strategies for tackling the trade deficit and
promotion of the San Diego region.

Julie Wright, president and CEO of San
Diego Regional Economic Development
Corporation, gave a general overview of San
Diego's role as a technology centre and a hub
for venture capital investment.

During a luncheon with Kathy Ward,
president and CEO of the San Diego World

28

They were welcomed by Oscar Arce,
under-secretary of Economic Development,
Baja California State Government, Miguel
Velasco, chairman for '\l"ijuana Economic
Development Corporation, and Roberto
Gallegos, customs broker for Sanyo Customs
Brokerage.

Mr Arce highlighted Baja California's
advantages as a strategic location for
manufacturers, citinglow production costs, its

proximity to the U.S. border, and other unique
benefits associated with the NAFTA market.

Manuel Celis, vice president, Mexico
Operations, Sanyo Manufacturing, and
Michael Ho, chairman, Nikkai Electronic
Inc., then shared with delegates their
experiences in setting up production plants
in Mexico.

Over the last decade, the maquiladora
industry, also known as twin plants or in-
bond operation — manufacturing plants
owned by foreign companies operating in
Mexico that are allowed to import and export
assembled goods at reduced tariff rates —has
grown exponentially. Hundreds of global
companies havebeen attracted to the region

Members of the delegation pose for a souvenir photo.
REBZBAGR -

to set up facilities on both sides of the U.S.-
Mexico border.

Most plants manufacture televisions,
VCRs, computer parts and peripherals, PC
circuit boards, and other consumer electronic
goods for world markets.

Made up of five municipalities, namely
Mexicali, Tijuana, Tecate, Ensenada and
Rosarito, Baja California is a thriving
industrial and agricultural centre. Some 74
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Julie Wright (standing), president and CEQ of San Diego Regional
Economic Development Corporation, gives a general overview of
San Diego's role as a technology centre.
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Mr Cheng presents a souvenir to San Diego Mayor Susan
Golding (top), and receives one from Baja California
Undersecretary of Economic Development Oscar Arce.
BESEAEHFITREFMBEELRA (LB) -
WETNNBFEERRDRNRABEREREER

Susan Lew (far left) port/ airport commissioner
,0f San Diego, hosts a cruise dinner for delegates
on-hoard the “Emerald."
B FEmn/ MsEREEAREE (£)
E B2 BELRRENEES -

per cent of its 2 million inhabitants are under
the age of 35.

Tijuana is best known for its foreign
assembly plants; Tecate for its breweries;
Ensenada is an important commercial and
fishing port; whilst Rosarito is a popular
tourist destination.

Baja California enjoys a high per capita

TR HT 20005 4 A

THMEABAR > B ROBEKFBEE
W5 R o M SR R 25 K BTk R L3
HeitrEee - [

income and the highest index of education
in Mexico with the state being home to over
25 institutes of higher education and
technical schools. [@

Members interested in obtaining further
information on business opportunities in San
Diego and Baja California should call Erica Ng
on 2823 1296, or e-mail erica@chamber.org.hk

HEFREF R T INF ARG H -
i RRB LA (#af - 2823 1296 ; I :
erica@chamber.org.hk) °
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BUSINESS

~alure for Congress to grant China PINTH wil
hurt Hong Kong business

nited States President Bill Clinton

on March 8, 2000, presented

Congress with a long-awaited bill

that would, if passed, grant
Permanent Normal Trading Relations
(PNTR) to China.

The bill is one of the most important
issues that the U.S. Congress will vote on
later this year and one of President Clinton's
most important legislative battles of his
presidency.

Granting China PNTR is key if the
United States is to enjoy the benefits of
China's accession to the World Trade
Organisation (WTO). The trade deal, struck
on November 15, 1999, after years of
negotiations, offers U.S. companies
unprecedented access to China's markets.
President Clinton said he hopes that China
can receive PNTR status by June 2000.

Failure to grant PNTR will not deny
China membership to the WTO. Giving
China permanent trading privileges will,
however, permanently throw open China's
huge and rapidly expanding market to the
U.S., and vice-versa. Faijlure for Congress to
pass the bill will limit the reciprocal rights
offered by China according to the Sino-U.S.
WTO agreement.

Beijing already has negotiated the terms
of its WTO entry with most of its trading
partners and they are willing to give China
permanent trading privileges. Therefore,
failure for the U.S. to grant China PNTR will
give Europe and Japan a competitive edge
over US. firms.

As Hong Kong is a major entrepot
serving the mainland - in 1999 more than 80
per cent of Hong Kong's exports originating
from the mainland were shipped to the
United States — failure for China to gain
PNTR status will be detrimental to mainland
and Hong Kong businesses.

The Hong Kong General Chamber of
Commerce encourages members to solicit
support from your colleagues and business
counterparts in the United States by letting

30

Most of Beijing's trading partners are willing to give China permanent trading privileges. Failure
for Congress to do the same will put U.S. firms at a disadvantage.
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their respective congressmen know that
granting PNTR to China is crucial to the
trilateral business between China, Hong Kong
and the United States. It is vital that you
contact your U.S. business partners now!
Further information on PNTR Status for
China is available at the LS. Department of State
Web site www.usia.gov/products/washfile/ea.
shtml and the U.S.-China Business Council Web

site www.uschina.org/public/wto/
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single person left the Chamber's annual SME
ng Dinner held on March 4 without a warm, fuzzy
feeling that you only get after spending a very
enjoyable evening feasting on good food with fine
entertainment in the company of friends and colleagues.

Chamber Deputy Chairman Christopher Cheng was the host
of the evening, while SAR Director General of Trade Joshua Law
was the guest of honour. But the two were outdone by Taiwan-
born singer Peggy Liu, who delighted guests with her renditions
of classic Mandarin hits "Yeh Lai Hsiang," (Midnight Fragrance)
"Yeh Shanghai," (Shanghai Nights) and "ShanghaiTan" (Shanghai
Shore).

Chamber Director Dr Eden Woon joined Ms Liu on stage for a
duet, before the SME Committee stormed the stage for a special
Chamber renditioiof "Tung Fong Ji Tsu" (Pearl of the Orient).
g¥ening, eontestants were "gulp to gulp" in the
est. The winner who downed his tankard of

@final walked away with the first prize of

Bs — too many to mention here — were
iz Was two business-class round trip tickets
.donatec by Cathay Pacific Airways; second prize was
A 0,000 donated by Yu Kam Development; while the third pnze
Mas a desktop PC donated by IBM China/Hong Kong.The C|
and SME Committee wishes to thank all sponsors who so
generously donated prizes and ensured the event was a success.
Held annually since 1994 by the SME Committee, the dinner
provides the perfect opportunity for employers to thank their staff
for their hard work over the past year — not to mention network
and have fun.B
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Peggy Liu dehghis guests with her rendmons of classm Mandann hns (main photo)
S¢ before being joined on stage by the SME Com@ttee

£ s Taiwan-born singer




Ten lucky guests display their Chamber CMG Choice prizes.
THFEERRE [EAHTEREH R BREE

SAR Director of Trade Johua Law presents the grand raffle prize of two round-trip

tickets to London, flying Cathay Pacific business class.
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Guests prepare to tuck into a sumptuous dinner.
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Ladies of the organising committee welcome guests.
EZ@RGARER

ITWHT 2000%F4 8

The SME Committee and VIPs toast to a prosperous year 2000.
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Feng Shui Master Andrew Yau
tells guests his predictions for
the year.
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The Law

In the virtual world, real-world laws still apply

n the rush to get onto the Net very
often companies abandon what is
normally prudent business
practice.

“There seems to be a belief that the
Internet is lawless, or that you don't need
to worry about conventional legal
principles when getting onto the Internet,”
Cameron McCullough, partner, Deacons
Graham & James, said at the Chamber's
March 6 luncheon entitled, “Legal Issues
on E-Commerce.”

But even before companies actually
get on the Net, there are a number of legal
issues which businesses must consider, he
said. These include intellectual protection
issues, from the design and protection of
your site's contents to seemingly trivial
issues such as linking to other sites.

“Simply because you are venturing
into e-commerce, don't assume that you
can then abandon the restraints and
considerations that you would normally
make in conducting a prudent business
decision,” Mr McCullough said.

The Electronic Ordinance has helped
in facilitating electronic transactions. By
equating electronic records with paper
records, it gives transactions over the
Internet the same standing as if they were
paper records.

34

In short, laws applied to commerce,
which have developed over the last couple
of centuries, still apply to electronic
commerce, he said.

Likewise, the Internet hasn't changed
the essentials of creating a contract: you
still need an offer and an acceptance; you
still have to exhibit an acceptance to be
legally bound; and there still has to be
valid consideration.

The Internet also raises the question of
jurisdiction:laws. In the global
supermarket, there may be products you
are not allowed to drop into your
shopping basket, or sell in certain areas.

Until recently, for example, Netscape
used to offer two levels of encryption for
users downloading its browser, because
U.S. law prohibited the use of 128-bit
encryption. .

“The important issue here is that in
constructing your Web site you want to
makesure you are not making an offer that
is immediately acceptable,” Mr
McCullough explained. “What you want
to be doing is basically adyertising your
products and wares on the Internet as an
'invitation to treat." You then receive an
offer from a customer which you can
accept or reject.”

Doing business in a virtual world

doesn't exclude businesses from the laws

of the real world - no matter how remote
you think you are - as a recent decision of
a court in New York proved.

The attorney general there brought an
action against the owner of a Web site
located in Antigua. The owner was not a
U.S. citizen. He wasn'ta U.S. resident. The
server and all assets were outside the U.S.
However, because FBI agents were able to
place bets on the Web site from New York,
the attorney general used legislation,
which prohibits the use of telephone lines
across borders or internationally for the
purpose of wagering, to prosecute the
owner, Mr McCullough said.

“This indicates that even though you are
not located in a particular country, you may
fall foul of their particular laws,” he said. 13 ]

THE BULLETIN APRIL 2000




/\ FGHEE (%] > BELEANE

R TR A AR o
| t fE3A6HM [EFHEERET] T
BEL > FERMITEHANERH
B TAMICERA » BRAR—MEA RN
w5 o M MsEFE LA o A T BEEEEER  [ERT
HEMERHEREL -

BB FEabEs - BEA W HARER M
ALBEZE > WABRZHERME » WA #
ERERY R > fE R — 1] - 38 U5 1 i R AR A
Rt RRE > DRBEESFEURRERN
BHE-

Frahs : [ R ABEMLE FRETE
T W AR A ) A AR SR A W R R B A %
B MERE -

BUR RIET K F R S > AR IREET
R 5 o Mgy » BFLSREmLHRA WS
RIEERRRH » B > 8 B3 5 IR AL S AT
MR 5 B RS SR AL o

TR 2000 ¥ 4 A

3 A

~
-
-~

VA
=
Hb

3

BEZ o TR RER R R B 4
%> AEERRE FRE -

FIHH > BBERA SR A ORI
R B LREAR > Mgk T BHPRL > KA —
HMASHEREL > RN AERAR
fy o

3| A ] R ] 6 W ME R A o 22
FRIELIG AT 5 LI > e S B A TROE
KR E R > df — LR AT LM o

SO > THR ) B THRAESR MM 5 Rt
JE e - R LR B E > 5k A
1288THIMERE » HREFEERIEA B -

Fran iR [HAERNE e

Cameron McCullough, partner, Deacons Graham & James,
stresses that laws applied to commerce still apply to
electronic commerce.
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Members of the e-Committee elected Cindy Cheng, CEQ,
Dickson Cyber Concepts (2nd from right) as chairman of the e-
Committee, while Marcus Bourget, assistant solicitor, Masons
(left), Patrick Tsang, managing director, Onkyo China (2nd from
left) and Michael Preiss, advisor & regional economist, DG Bank
Deutsche Genossenschaftsbank (right) will be vice chairmen.
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e-Committee

ver 40 Chamber members

attended the first Hong Kong

General Chamber of

Commerce e-Committee
meeting held on March 3.

Speaking at its inauguration, Chamber
Director Dr Eden Woon said that the e-
Committee came about as a result of
questioning how Hong Kong businesses
could use e-commerce or information
technology to boost their competitiveness
and productivity.

“The committee is a down-to-earth
committee for both
big companies and
SMEs interested in
learning about
current technologies,
new management
skills using new
technology, legal and
human resources
implications, and
understanding how

Steve McKay of Web Connection presents members

with his ideas on ways e-commerce can benefit
companies.

Webl,.Connection WEHERSFHE 0@

NEEE

government regulations mightimpactthe use
of this technology,” he said.

Members elected Cindy Cheng, CEO of
Dickson Cyber Concepts Ltd., as chairman of
the e-Committee, while Marcus Bourget,
assistant solicitor, Masons, Michael Preiss,
advisor & regional economist, DG Bank
Genossenschaftsbank AG Hong Kong
Branch, and Patrick Tsang, managing
director, Onkyo China Ltd., were elected vice
chairmen of the e-Committee.

Steve McKay, president and chief
operating officer of Web Connection, in his
presentation to members, shared his opinions
on the development of e-commerce in Hong
Kong.

He quoted several examples of how e-
commerce was affecting the way we do
business, and its influence on people's jobs.
He also said it offered opportunities to
improve efficiency in the marketplace by
adopting new way of doing business.

The next e-Committee meeting is
scheduled for April 14.
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Disneyiend expected 10
benefit SAR

he SAR stands to reap substantial

benefits when Hong Kong

Disneyland opens in 2005, Steve

Tight, vice president of Operations

Development, Walt Disney Attractions, told

the business community at the Chamber's
March 14 luncheon.

Just before Walt Disney World opened
in Orlando, Florida, in 1970, there were a
total of 160,000 jobs in Central Florida. Today,
there are more than 816,000, he said. One in
five of those jobs are tourism related and, an
additional 19 new jobs are created with every
1,000 new visitors, he added.

Likewise, he feels Hong Kong
Disneyland will create a wide range of jobs
from entry level to professional.

“As projected, over 18,000 direct and
indirect jobs will be created at opening, and
that is expected to double to 36,000 by the
project's initial build-out,” he said.

Toillustrate the magnitude of the park’s
business potential, Mr Tight ran down
Disney World's snack list.

“Each year at Walt Disney World guests
consume almost 7 million hamburgers,
5 million hotdogs, 9 million pounds of French
fries, more than 275,000 pounds of popcorn,
more than 46 million Coca Cola drinks, and
30 million packets of ketchup,” he said.

“Now of course, the food products will
certainly be different to cater to local taste,
but the volumes are clearly remarkable.”

Mr Tight tried to alleviate concerns
that Disney would import labour by
assuring that, “Our first priority is to
employ the people of Hong Kong when
available.”

He also tried to alleviate fears that the
giantthemepark would devastate thelargely
unspoilt environment on Lantau Island.
Operation of Hong Kong Disneyland willbe
consistent with Disney's tradition of
environmental excellence, he said.

Uponiits opening in 2005, which Mr Tight
pointed out just happens to be in the Year of
the Mouse, Hong Kong Disneyland is
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expected to attract
about 1.5 million
tourists who would
have not otherwise
come to Hong Kong.
This is expected to
increase to 3 million as
the park expands over
time. In addition,
tourists already
coming to Hong Kong
are expected to extend
their stays to come visit
the theme park.
“These incremental visits and extended
stays create spillover benefits to a number of

FEBRBA -]
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Steve Tight, vice president of Operations Development, Walt Disney Attractions: “Our first priority is to
employ the people of Hong Kong when available.”
ERELERESHNEERRALETIRET . [NABEFENAT - KNEE

other businesses, including airlines, ground
transportation, hotels, retail, restaurants, as
well as their suppliers,” he said. [
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Sun Hing Group

Hard work, honesty and a bit of luck shapes groupss destiny

he history of Sun Hing Group reads

like a plot for a best-selling novel: a

9-year-old boy leaves his backwater

village and travels to Hong Kong
with his bundled belongings and a headful
of dreams. Hearrivesat a time when Bubonic
plague is devastating the colony, but he gets
lucky and manages to evade its clutches. He
studies hard and after school manages to
start up a little business. The entrepreneur
hires four employees to help with the
growing company ... . One hundred years
after leaving home, that 9-year-old boy's
dream is a multi billion-dollar empire and a
household name in Hong Kong we know as
the Sun Hing Group.

But this is not fiction; it's a true story
about how the Hong Kong entrepreneurial
spirit and a bit of luck can make dreams
stretch as far as the imagination.

In the early 1900s, Lee Chi-hung was
among the hundreds of migrants that flocked
to- the colony in its early days chasing a
dream of starting up a successful business.
He arrived in Hong Kong in 1900 at the
tender age of 9. He'd left his hometown of
Tsui Mei, a small village near Macau, to join
his father who ran a property business in the
British colony.

He was lucky enough to be accepted into
Yuk Tsoi College, the forerunner of today's
Queen's College, and was one of the first
Hong Kong Chinese to study in the school,
said Sun Hing Group Chairman Simon Lee,
Lee Chi Hung's third son.

After his studies, Lee Chi-hung worked
for the German Mail Line, today's Hapag-
Lloyd, and later with a Japanese shipping
line. But in the mid-1930s he decided to strike
out on his own and founded a flour import
and distribution company called Sun Chung
Woo Hong.

Sun Hung founder Lee Chi-hung (right) pictured with his son,
Simon K.Y. Lee, in 1950.
HEAMAZEE (R) BHTFFEBEMN 1950 F -
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The shipping knowledge he'd learned
from his previous jobs and business skills
he'd picked up managing his own firm led
to his appointment as the Chinese freight
agent for the Danish-owned East Asiatic
Company.

JAPAN INVADES HONG KONG

The Japanese occupation of Hong Kong
forced Mr Lee to flee to Guangdong in late
1942 along with hundreds of thousands of
other Chinese. But he didn't let the war get
in the way of business and kept himself busy
running a riverboat service with some friends
between Ho Yuan and Weichow.

Mr Lee returned to Hong Kong after the
war in 1945 and established a small flour
distribution company called Sun Hing Hong
with a staff of four. Although the war was
over, Hong Kong was still suffering from a
shortage of food. The British administration
retook control of the colony and asked
merchants who were engaged in wholesaling
flour before the war to apply to become
distributors for consignments of relief flour
that were on their way from Australia.

Sun Hing Hong was among the 10
companies selected to distribute the flour.
Within a year normal trade patterns were
resumed and Sun Hing Hong's role in the
emergency distribution of flour came to
an end.

The company began seeking other
sources of business and Mr Lee took up his
old role as East Asiatic Company's (EAC)
Chinese freight agent in 1946.

Little could Mr Lee have known at the
time that the working relationship was to
become the foundation of Sun Hing Hong's
futuresuccess. In the late 1950s, EAC became
the general agent for Gold Star Line, a newly-
established subsidiary of the Haifa-based
ZIM Israel Navigation Co. Ltd., and Sun
Hing was later appointed as the Chinese
freight agent for Gold Star Line.

In December 1960, however, Gold Star
and EAC parted ways. This left both Sun
Hing and Gold Star in an awkward
situation; Sun Hing was about to lose Gold
Star's business, whilst Gold Star was about
to lose both its general agent and its Chinese
freight agent.

Gold Star's founding Manager Paul
Biro, had developed good relations with Mr
Lee. Feeling Sun Hing was competent
enough to handle its business he asked Mr
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Sun Hing Group Chairman Simon Lee has now passed the reins of the company to his son, like his father before him.
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Lee if he would become its Hong Kong
general agent.

The offer put Mr Lee in a difficult
situation. If he accepted, he would have
to part ways with EAC with which he
had developed a close relationship over
many years.

Atthe time, ZIM and its subsidiaries were
aggressively expanding their cargo services
and had routes to Africa. Plans were also
underway to complete a global network by
inaugurating thenew Pacific Star Line service
the following year, which would link ports
in the Far East with those in North America.

After much heart-searching, Mr Lee
decided it would be in the best interests of
Sun Hing to go with Gold Star and ZIM. In
March 1961, Sun Hing was appointed the
general agent for the two lines, marking the
firsttimea Chinese companyhad become the
Hong Kong general agent for a major
international business on a commission basis.

"They were appointed the general agent
for ZIM Lines, but they did not use ZIM for
political implications," Simon Lee said.
"Because of the war with the Middle East, if
you had any contact with Israel you were
boycotted from the Arab world."

Sun Hing soon added other agencies to
its business; Five Star Line of former Burma,
several Korean lines and one from the U.S.

SUN HING DIVERSIFIES INTO
WAREHOUSING

It was around this time that Hong Kong
had developed into a manufacturing hub
churning out cheap goods for export. This
meant business for Sun Hing and other
shipping agents was good, but it led to a
shortage in warehouse space.

In the mid-1960s Sun Hing diversified
into warehousing, and leased a 6,000 square
foot warehouse in Hunghom. The company's
competitive rates attracted more business
from its own shipping lines and other
companies, leading it to expand its lease
space to 30,000 square feet. In1965 a separate
company, Sun Hing Godown Limited, was
established to concentrate on the
warehousing business.

In 1967 Lee Chi Hung passed away, and
his place was taken by his youngest son
SimonK.Y. Lee, who had worked with his
father since 1945 when he joined the
company at the age of 18.

"My father passed away in '67, but even
before he passed away I was the only one out

42

of his three sons who helped in the business,"
he said.

Simon Lee's brothers pursued their own
careers; one became a medical doctor and the
other an industrialist. Neither brother was
interested in joining their brother so it was
up to Simon Lee to continue the family
business.

He soon branched off into warehousing,
freight forwarding, truckage and insurance.

"All the businesses are interrelated with
the shipping business, so everything
complements the other," he said. "If a client

-

s s

The first Gold Star Line Far East Agents' Meeting held in Osaka in 1961.
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wants to ship something to America, we can
insure them. When cargo comes in we can
store it and have the trucks to forward it."

Sun Hing's warehousing business has
declined slightly in recent years but the
company remains one of the few main
godown operators.

Mr Lee has also expanded the company's
business into mainland China. He said the
reason it waited until 1995 before moving into
China was because prior to 1992 China did
not recognise Israel. But he has made up for
lost time, having established a chain of 14
offices around the country.

THIRD GENERATION TAKES THE HELM
Sun Hing was passed to a third
generation of Lees in the mid-1980s, after
Simon Lee underwent surgery to remove his
gall bladder. His eldest son, Philip, returned
to Hong Kong from Vancouver to visit his
father who was hospitalised-for one month.
Realising he was heading’for retirement,
Simon Lee and his wife hoped their son would
consider taking over the family business.
"My wife said, 'daddy is not getting any
younger, his health is not very good. Please
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consider coming back to help',” Mr Lee said.

For Philip Lee, the decision could not
have been easy. He was a well-respected
barrister in Vancouver, Canada, and had been
practising law for over 10 years. His wife, too,
had a rich career in North America.

"So he and his wife came back. At the
beginning I was a little worried I was being
selfish to ask my son to abandon the legal
profession, for which he had trained for so
long, and come into a business which he
knows nothing about. For the first two to
three years I really had my worries," he said.

To stimulate his interest in the company,
Mr Lee said he would encourage his son to
expand the business. "If a son comesinto a
business on a small scale he quickly gets
bored and wants to get out," he said. "So you
must make it interesting for him; he must
gradually enlarge the business and when he
sees the growth this is a kind of
encouragement for him."

Philip Lee is now CEO of the company,
while his father is chairman, acting as an
advisor. But with 10 years practising law, and
13 years running the company, Simon Lee said
his son's background makes him a talented
businessman. Whether Philip Lee's children
will join the firm in the future is too early to

say, Simon Lee said,
but he added thathe
hopes so.

Mr Lee
attributes the
success of Sun Hing
Group, and any
company ofr
individual for that
matter, to hard
work, and
trustworthiness.

"There are the
two things I
strongly believe in
life, whether you
get rich or not is
another thing -
sometimes it
depends on luck -
but I think if one
wants to be
successful as one
wants, firstly you must work hard and
secondly you must be honest," he said.

For the future, Mr Lee said Sun Hing is
looking very hard into the logistics of its
warehouses.

"In fact, our partner is coming to us for

Sun Hing's first godown at Cosmopolitan Dockyard, Hunghom, during the late 1960s
ATERRE  FREAWEHMSEREAER -
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In March 1961, Sun Hing was appointed the general agent for ZIM.
1961 53 B HEELEZEHHNIE -

the delivery of goods for goods over the Net.
Because we have the warehouses and trucks
we can deliver. I think this is the future,” he
said.

And so starts another chapter in the
history of Sun Hing Group ... [
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MPF CORNER

MPF hcentves

The early bird doesn't always catch the worm

he early bird catches the worm, or,

in the case of MPF providers, the

freebiestheyareoffering employers

if they sign up before a given date.
But employersshouldn'tbe blinded by these
marketing gimmicks.

Early-bird incentives might include:
waiving of the initial subscription fee; per-
member charge; a rebate to the employer by
reducing the employer's future contribution
up to a certain limit; employee discounts on
outpatients; and others.

But do these offers make any sense to
employers and employees whose present
knowledge of the MPF is limited?

For example, charges come in many
guises —bid and offer spread, administration
charge, per member charge, initial
subscription charge. However, employers
should insist intermediaries explain clearly
the charge structure for each particular
service of their MPF scheme and ask the total
cost of all fees.

Employers should also consider whether
early-bird incentives benefit themselves or
their employees. Obviously, if it is to the
employers' benefit this may create distrust
and even friction between staff and
employers.

Also, employers should ask themselves:
are the incentives long or short term? And
are you offered enough time to digest and
evaluate other MPF schemes to make a wise
decision before the offer expires?

As a final guideline, employers taking
early-bird incentives must make sure they
fully understand the legal and financial
implications if they change their mind after
taking the incentives.

OTHER ISSUES

Employers should also ask whether MPF
providers offer special compensation
packages to their intermediaries to tie-in
with their early-bird promotions.

A professional MPF intermediary should
always represent the best interests of the
clients and help them understand the MPF
scheme and the trustee.

TRHAA 2000 F 4 A

They should also have a good
understanding of the experience, capability
and commitment of the trustee companies
before making their recommendations. It
may be a goodidea to quiz intermediaries to
determine if they thoroughly understand
their product: the features, strengths, services
and administration capabilities of the MPF
providers.

Employers should also be aware of any
commission structure for MPF agents or
advisors to sell different types of funds.
This may result in employees being
persuaded to choose unsuitable investment
funds, or be pressured into decisions
without clearly understanding the pros and
cons of each fund.
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It is essential that each employee fully
understands and chooses the right funds,
because each person has a unique personal
profile—age, income, lifestyle, and retirement
goals—and therefore the investment portfolio
should be tailor-made to their needs.

When selecting their scheme employers
should also consider the reputation and
experience of the MPF service providers, the
services they provide, and their strengths in
MPF administration.

With about eight months to go before
MPF contributions start on Dec. 1, employers
still have ample time to carefully study
exactly what MPF providers are — or are not
- providing to safeguard their employees'
retirement nest egg. [
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China

Wang Liaoping, deputy head, Economic
Affairs Department, Liaison Office of the
Central People's Government in the Hong
Kong SAR, at a breakfast meeting on Feb. 18,
reiterated his support to Chamber Director Dr
Eden Woon for the Chamber's China project.
He also lauded the Chamber's proposal for
leading a study mission to central and western
China - Sichuan, Shaanxi and Gansu provinces
- in August. Detailed information about the
mission will be available soon.

Shaanxi Province Assistant Governor Li
Dang attended a luncheon hosted by the
Chamber on Feb. 22 to explore business
opportunities for Hong Kong companies in
western China. Ms Dang also expressed her
support for the Chamber's August mission to
the region.

Wu Xiaofeng, standing vice-president,
CCPIT Guangdong Sub-Council, called on
Chamber Director Dr Eden Woon on March 8.
The Chamber and Guangdong CCPIT will co-
organise a study mission to Guangdong and a
training seminar for Guangdong enterprises
later this year.

Domain name
administration

Cheng Che-hoo explains the
current system of domain
name administration in Hong
Kong and the future
development of the domain
name system around the
world.

Mr Cheng, who spoke at the Chamber's March 7
roundtable luncheon, heads the Data
Communications & Networking Section of the
Information Technology Service Unit at the Chinese
University of Hong Kong, and is Chief of Hong Kong
Network Information Centre, which is responsible for
Hong Kong domain name (.com.hk) registration.
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Asia

Richard Joel, chief executive officer, Office
of Economic Development for the City of
Brisbane Ltd., Australia, on Feb. 16 met with
the Chamber's Chief Economist Ian Perkin, and
International Business Division Chief Eva
Chow, to exchange ideas on how the two
organisations could co-operate in the future.

Franchising

Dr Keith To, general
manager of Han Xuan
International Group, shares
his experiences in operating
the Xian Zong Lin Teahouse
Chain in mainland China, at the Chamber's March 9
roundtable luncheon entitled, "Franchising
Experiences in Mainland China."
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Ambassador of the Republic of Congo
to China Dr Pierre Passi met Chamber
Director Dr Eden Woon on Feb. 29. The visit
was to prepare for President Denis Sassou-
Nguesso's first official engagement in Hong
Kong. President Passi addressed the business
community on March 29 at the Grand Hyatt
Hotel, Hong Kong. Interested parties can
contact Polly Leung on 2823 1202 for more
information.

Americas

Dr Robert Lee,
president and CEO,
Inxight Software, which
is located in Silicon
Valley, on Feb. 24
attended a breakfast
meeting hosted by
Chamber Chairman C C
Tung. Participants
shared their experiences
in establishing high-tech businesses and their
thoughts on the valuation of high-tech
companies' stocks.
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Europe

Hebrew University
of Jerusalem visiting
Professor Morris
Teubal accepted the
Chamber's invitation to
address members on
March 8 about the
horizontal technology
policy in Israel and its
applications in other countries. Chamber
Director Dr Eden Woon, and Vice-chairman of
the Europe Committee Hilton Cheong-Leen,
welcomed Prof. Teubal and exchanged views on
how Hong Kong can learn from the Israeli
experience.

Vladislav Bogatyrevich, director for
commerce, Stens Co. Ltd., led a highlevel six-
member mission from Russia on March 14 to
meet with Manohar Chugh, chairman of the
Europe Committee, and other members.
Participants explored bilateral business
opportunities for Hong Kong and Russian
companies.
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Breakfast meeting with Gail Fosler

Members of the General Committee, including Chamber Chairman C C Tung and Deputy Chairman Christopher Cheng,
hosted a breakfast meeting on March 10 for Gail Fosler, senior vice president and chief economist of the Conference
Board. Ms Fosler was named the best overall economic forecaster for 1999 by the Wall Street Journal. At the meeting,
Ms Foslershared her views on a host of issues with members including the outlook of the U.S. economy thisyear, the
fastemergence of the e-world, and how companies in Asia can capitalise on opportunities brought aboutby the Internet.
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CHAMRER

UPCOMING EVENTS

25

April

Mental Dynamite — How to
become a creative manager
who can think faster and
smarter (Cantonese)

27 April
MPF Workshop (Cantonese)

3 May
Seminar on “Coaching &

Teambuilding Skills for
Managers & Supervisors”
(Cantonese)

4 May
Official Release of the

“Services 2000” Study Report
— “Opportunities from
Liberalization of Trade in
Services — The Private
Sector’s Interest” (English)

May
MPF Workshop (Cantonese)

May

Seminar on “How to be a
Professional Assistant”
(Cantonese)

May

Workshop: “Communication
and Presentation Skills in the
Technology Age” (English)

7 May
Subscription Luncheon in
honour of HRH Prince Filip,
Crownprince of Belgium, co-
organised by the Belgium-
Luxembourg Chamber of
Commerce (English)

May

I 6& Training Course: Professional

Business Writing Skills for
Managers (English)

May

] 6& Training Course: “How to

monitor your Financial
Statements? — For the Non-
Financial Executives”

May

I 7 Subscription Luncheon with

Mr Hatakeyama, Chairman of
JETRO in Japan (English)

COMMITTEE
MEETINGS

]5 May

Council / General Committee
Meeting

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

OUTBOUND
MISSIONS

] ]']3 June

General Committee Annual
Delegation to Beijing

May

12:30 - 2:00 p.m.

Grand Hyatt, Hong Kong
Subscription Luncheon
In honour of HRH Prince
Filip, Crownprince of
Belgium

Enquiries: Amy Tse,

Tel 2823 1210

12

l

LDTATRN AT 1=

May

12:30 - 2:00 p.-m.

Conrad Hotel, Hong Kong
Subscription Luncheon

Mr Hatakeyama, Chairman -
of JETRO in Japan

Enquiries: Amy Tse,

Tel 2823 1210

25~
26

May

Two-day conference

Island Shangri-La

The 2000 Corporate Image
Conference — Going
Beyond Brand Loyalty
Enquiries: Ms Swan Lau,
Tel 2823 1268
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Chamber Individual Associate Application Form [ ...
2] ' ' XH MEWE rease type sELLIETEHE) IANo.:

(Please attach name card &t £55) Date Elected:
Name (Mr/Ms) H# Profession H56.
Sumame st —— 3 Accounting / Corporate Finance
Company / Organization -
% B =]
o8 FSL 0 Administration / Management
Position iy R EE
WI, (O Banking / Financial Services
Business Address 7S
KB O Creative Services / Entertainment
RlfE /1Rt
3 Customer Services &F R #%
Tel Fax 0 Education % &
B 2! 0 Engineering T2
Mobile Homepage ) Health / Fitness B / {2
FHe LR (J Human Resources A h &R
Email 3 Information Technology &l &%
EH 3 Insurance &
Chamber information to be sent by O email EF O Legal %12
BRBUEASHEMNSE O fax E& 3 Marketing / Communications
mGHERE EEEH
e (J Operations &
JPJ!) Positipn & O Real Estate Agents / Property
03 Senior Management BEEEAS 7 Middle Management " EEBAE Management i {£32 / ¥ %552
3 General Staff —fRK8 O Others Hfb 0 Sales S
3 Others Hftt
Age Band ;.
0 Below 30 AT 3 30-45 O Over 45 A & .
E—-v-g-’k I'La-ﬂg}laa—%%g—% Name of Proposer 4 & A4 % —
0 English %X O Cantonese BR#E O Putonghua &&= Membership No. & & % 3:
I agree to abide by the rules and regulations of the Chamber, and that the information Applicant's Signature HEARE
supplied may be included in official Chamber publications and other Chamber
communications.
FABZBTEBLEHSNRARG  TREMREMNER  TAREBEBSHRN
TR HibEE@ma o Date A :
| . Sy e =
Credit card payment advice 15 /&Y™
O Visa (J Mastercard O AE Card No f= A& SRS:
Cardholder's Name A% £: Card Expiry Date ZIf#iB:
| O Joining Fee ABE HK$2,608 (Special Offer: HK$1,500)
‘ (Waived for executives of member companies, please advise membership no. )
(FXBNREEBRAEE  FIANSERE )
O Annual Subscription Fee £& MHK$+,006 (Special Offer: HK$500)
Total & HK$: Date BEj: Signature %2:
L (Authorized code: Date )

The Hong Kong General Chamber of Commerce 7 # % W f

22/F United Centre, 95 Queensway, Hong Kong & & & #& 95 SR & —# 0 22 12
Tel (B58) : 2529 9229  Fax (H) : 2527 9843 email (Z#) : membership@chamber.org.hk  Web site (83) : www.chamber.org.hk
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As a Chamber member, you may highlight your company profile in addition to a free listing in the Directory:

BWHETREFAATELANAEATAE G4 Inquiries & 3: 2823 1288
1, Corporate Logo Insertion 2AFIEE .........cocvcvveeeveeereee, O 3. PhotolInsertion BB ......ccoovovirieieeeeeeeeeee e 3J

Printed form in the Directory (HK$500)

28 RN A "EE
Please cut and paste your original company logo (Photo) (Photo)
here (or attach original artwork) or mark “same as
IFa'St' Vsacz"l if app_“”*"”ﬁ“*-t 0.78" x 1 Company Chief Business Contact
inished logo size about 0.78" x 1" .
s ARTEAEA S IN
HK$250 per year HK$250 per year
2. Product Photo / Other Information ZR B / Hib&ER ... O FE HK$250 FE HK$250
please paste your product photo /
other graphic presentation here ;\liage: —— ;‘;2‘35
g—zg =R — ] =] %-—u~ N - .
AR ERARERB L I HbBERER Position: Position:
HK$1,800 per year
S HK$1,800 4. Company Name in Red Print 2 A BBEAL (HK$750) ...... O
3.5" x 2"~3.5"
5*. Advertising Insertion AEESE ........cco.coooeveverevcriercren, m)

* Please inquire about our advertising rates for different advertisement positions in the Directory
Telephone: (852) 2823 1288  Fax: (852) 2527 9843  Email: chamber@chamber.org.hk

For insertion, please complete this form and send it with your cheque, made payable to “The Hong Kong General Chamber of
Commerce”, to 22/F United Centre 95 Queensway Hong Kong

Enclosed is a cheque for HK$ Cheque No.: Signature & Company Chop:
Company name: N

Membership No.: Tel.: Fax.:

Contact Person:

Address: 3 (Authorized Executive & Name in Block letters)

Date:
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MPF System - Benefits for All

By the end of this year, Hong Kong will proudly possess a new retirement
protection system that will benefit every citizen. The Mandatory Provident
Fund System will provide the much-needed protection for the entire
workforce. Our workforce who make such an immense contribution to
Hong Kong's prosperity fully deserve a more secure future. Equally
important is that the System will stimulate economic growth. MPF
contributions could amount to $10 billion in the first year and rise to $60
billion annually in 30 years time. This huge pool of funds will provide a

o
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fresh impetus for the local investment market and further enhance Hong
Kong's status as an international finance centre. The MPF System is a
sound system that Hong Kong has chosen carefully after years of
deliberation. It is equitable, cost-effective and eminently suited to our
financial and business culture. As the regulatory body of the System, the
Mandatory Provident Fund Schemes Authority will putin place a supervisory
machinery that will make it not only reliable and trustworthy but one of
the best retirement protection systems in the world.




Every MPF provider claims to be the right choice for you.
But for all your MPF needs, it has to be Chamber CMG Choice.

The Chamber's MPF partner, CMG Asia, enjoys the support of 3 million employers and employees in

Australia and New Zealand. With this partnership, Chamber CMG Choice is definitely the right choice. @ E.

Chamber MPF Hotl In e:3183-1800 Chamber Services Limited Address: 22/F United Centre. 95 Queensway, Hon gKong )§ % ﬂ 3‘”

E-mall mpf@chamber.org.hk Website: www.chamber.org.hk/mpf





