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Challenges on road
to recovery?

he Hong Kong SAR economy has entered the second

I half of the calendar year in far better shape than many

people would have expected six months ago, certainly

12 months ago. There is still much to do in re-shaping the local

economy for the challenges of the new Millennium and it may

be premature to forecast full recovery in the short term. But the
outlook has improved.

A year ago this month, the economy was in the depth of
recession, heading into its third quarter of negative economic
growth. Credit was extremely tight and the share market had
slumped to its recent low of around 6,600 points. The property
market was also in a slump. After two modestly successful
economic packages, one in May and another in June (including
the suspension of land sales), the Government was set to
intervene in the share and futures markets to defend the dollar
exchange rate.

Today, the outlook is brighter. Interest rates have come down after several official cuts, there
is greater liquidity in the economy, the share market has doubled and the property market has
stabilised and begun to show some signs of improvement in sales and prices. Land sales have
been resumed. Opinion polls, both by the Government (the Home Affairs Bureau) and private
pollsters, show some confidence emerging across the broader community. Business costs have
been reduced somewhat and wage costs are under control. In addition, the important tourism
sector has shown some improvement.

However, it will take some time for any recovery to build up momentum and we still face
some formidable challenges. Retail sales, the most immediate measure of trends in domestic
consumption, are no longer declining markedly, but are still running at an extremely low level.
Unemployment has also stopped rising rapidly, but still remains at an historically high level.
Real interest rates are high, meaning that the real cost of money for business expansion is also
still high. External trade has been weak, but appears to be improving.

Through the whole process of recession and early stages of stabilisation and recovery, the
SAR has been sustained by the underlying strength of its financial system and the continued
solid growth of the Mainland economy, despite the regional impact of the East Asian economic
crisis. The SAR Administration has done its best in attempting to instill confidence into the local
economy by maintaining its spending programme, restraining its search for new revenue, running
Budget deficits and announcing new projects such as the Cyberport and Disney. It has also
proposed other new initiatives in innovation and technology, particularly information technology.

With recovery tantalizingly close, the time has come to look to the future and put forward
new ideas to bring about sustained growth and development in the local economy. This month
the Chamber is sending to the Chief Executive its usual letter ahead of his annual Policy Address
to the Legislative Council, scheduled for October. It will have some specific recommendations
on what the speech should contain to further boost local confidence, levels of business activity
and the competitiveness and growth of the local economy.

Throughout the summer period, the Chamber is also preparing for its annual Budget submission
to the Financial Secretary for the 2000-2001 fiscal year. Work has been underway for some time
within the two Chamber committees most immediately concerned with the Budget, the Taxation
and Economic Policy Committees. A letter has also been sent to other Committee Chairmen and
Secretaries seeking further input for the Budget submission and suggestions are already beginning
to flow in.

It is generally recognised that the annual Budget submission is one of the most important, if
not the most important, annual submissions to the Government by the Chamber. It should,
therefore, have the broadest possible input. If, as a Chamber member, you have any suggestions
on what should be included in the 2000-2001 submission | urge you to communicate them to
the Chamber Executive. In the meantime, | wish you the best for the summer holiday period and
hope you return to work refreshed and ready to ensure the SAR's tentative economic improvement
builds momentum.

C C Tung EEEEL

C CTung
Chairman
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FROM THE DIRECTOR #3%# & 3%

Dr Eden Woon
HFErEL

Review of Chamber's
Special Purpose
Committees begins

( :hamber Special Purpose Committees are extremely important to the Chamber (please refer to
p.5 of the Bulletin for a full list of Chamber committees). They bring together members, with
common interests in either a geographical area or a functional area, to provide input to the

Chamber on issues and operations. Through participating in one or more of these Special Purpose

Committees, members can voice their opinion on government policies, on legislation, on the direction

of economic development, on specific business problems, and on trade opportunities. We always

need more participation in these committees. If you are interested, you can find the names of the
secretaries and chairmen of these committees at our website (www.hkgcc.org.hk), along with minutes
of recent meetings.

From time to time, within any organisation, one has to look at the structure to see if improvements
can be made to make the organisation more useful and relevant. Therefore, we are beginning a process
of reviewing all our Special Purpose Committees to see if some may not be that necessary anymore, if
some can be combined with others, and if some new ones need to be added. This is a slow process,
since we want to take into account not only the views of the staff, but those of the leadership of the
committees, and most importantly our members. No committee will contribute much if it does not
draw a substantial group of loyal participants. We want everyone's input before we take any action.

At the end of the day, there may very well be fewer committees than we now have. One benefit
would be that since committee secretarial work takes a great deal of the Chamber staff's time, this
reduction would allow some Chamber staff to engage in more substantive work to help our members,
beyond keeping minutes.

| encourage every member to contact the Chamber if he/she has any views on how our Special
Purpose Committees should be structured — whether some committees are not useful any longer and
whether certain issues are not being covered in existing committees. This consultative process should
last until the end of this year before we start firming up the new structure. The hope is that by next
spring's AGM, we will have in place a new lineup of Chamber Special Purpose Committees to help the
Chamber move into the next Millennium. B
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Take heed of the
Y 2K problem

ith less than four months to go, Year 2000 is now on our doorstep. So is the
Wthreat of the Year 2000 (Y2K) problem or so-called Millennium Bug.

The bug will cause disruptions to computer operations, commercial systems
and devices with built-in microprocessors. Worse still, public services and economic activity
may well be impeded. Therefore, both public and private sectors should take proactive
measures to prevent this. James Tien Hit%&

In recent months, the Legco has been concerned about the progress of government
departments, subsidised organisations and public utility corporations in making their systems Y2K compliant. As a result,
the Government proposed a motion making December 31, 1999, a public holiday in order to allow banks to focus on
internal work such as year-end settlement and verification of customer information.

Since an additional holiday may impact on the productivity of the business sector, | issued a questionnaire in late June
to my business counterparts to find out their opinions on the matter. Among the 600 plus responses, around 70 per cent
supported the Government's motion while 20 per cent were opposed to it. The survey result was then summarised and
presented to Legco members and the Government. Finally, the Bill was passed.

New Year's Eve preparation

The Government made it clear that the holiday on New Year's Eve was not for celebrating the dawn of the Millennium,
but for the banking and financial sectors to do internal preparations. Likewise, | urge the business community to be prudent
in handling the Y2K problem and arrange for staff to deal with data storage and settlement procedures to avoid any
disturbance after the holiday.

According to a survey, 73 per cent of companies under Y2K threat have not yet established any resolution. Even for
those that have developed their own plan, only nine per cent have completed the process of Y2K rectification. | worry there
are still many companies with no preventive measures. Even worse, some SMEs are not able to find extra resources to
rectify the problem due to difficult economic times. If nothing is done, not only will the operation of individual companies
be disrupted but so will that of their business partners in the supply chain, which may, in turn, trigger a domino effect that
erodes the economy. | urge the Government to enhance its promotional effort and assist companies in difficulty to become
Y2K compliant so to eliminate the bug's impact on Hong Kong.

Hasty legislation not advised

The motion of enacting laws on bug-related civil and criminal liabilities (as some countries have already done) and
establishing a specific tribunal for handling claims proceedings aroused debate in the Legco. | did not support this motion
and suspected the effectiveness of following other countries on such an issue.

Take the US for example. The estimated expense of the US commercial sector for de-bugging programmes may be as
much as US$50 billion, while the legal actions concerned may be worth more than US$1,000 billion. In order to
accommodate this, the US has revised its civil proceedings. However, the amount that Hong Kong will incur in Y2K
compliance and proceedings is marginal, which makes one suspect whether it is necessary to follow suit. Furthermore,
proceedings related to Y2K compliance are no different than other civil proceedings, which are already covered by the
laws of Hong Kong.

More importantly, enacting a new law takes time. In just four months it is impossible to conduct a comprehensive
consultation and study. A hasty introduction will only create more uncertainty in the legal system and may deter computer
companies from providing compliance services, which will ultimately slow down the de-bugging process.

In my opinion, the Government should now concentrate on pushing the commercial and business sector to adopt
preventive measures, and investigate from a macro-perspective the linkages between different trades in order to reduce or
eliminate the damage caused by the Millennium Bug.

Your comments are welcomed.
Address: Legislative Council Building, 8 Jackson Road, Central, Hong Kong
Tel: 2301 3602; Fax: 2368 5292
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Is Hong Kong losing its
competitiveness?

BT LR

By Louise Parkinson

s recession bites and Hong Kong
Afaces a slow, labourious recovery,

now might be the time to consolidate
strengths and tackle weaknesses to improve
competitive advantage.

Whilst Hong Kong has a high-cost
structure, particularly in land prices, the
current recession may well provide
opportunity for companies to lay the firm
foundations needed for a full future recovery.

From a macroeconomic perspective,
Hong Kong's ongoing competitiveness may
depend upon an increased emphasis on
innovation and technology. By exploiting
high-technology and the intellectual capital
of its relatively youthful society, the
economy may benefit from increased
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Through innovation and technology

Innovation and technology, when going hand in hand, bring

about profits and growth for companies.

With this in mind, the Government of the SAR has a strategic

diversity as multimedia, e-commerce and
other cutting edge sectors expand, perhaps
reducing Hong Kong's traditional reliance
on the property and finance sectors.

Indeed, if Hong Kong can really prove
itself in these areas, it would help to attract
more inward investment from the global
market leaders, given its continued
commitment to low taxation. In the days of
high-speed data links, Hong Kong's
distance from some of the key markets
should, in theory, matter much less.

From a more microeconomic view, Hong
Kong's longer-term global competitiveness
may well benefit from the current period of
deflation. Not for us the irrational exuberance
feared by Alan Greenspan (Chairman of the
US Federal Reserve), with companies having,
by sheer necessity, to focus on efficiency
drives and productivity enhancement action
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plans. For example, labour costs have been
reduced to more realistic levels (particularly
for new starters) and this will inevitably prove
to be increasingly advantageous over the
longer run. Moreover, competitiveness will
also be improved by a renewed tendency of
companies to concentrate on core
competencies and to outsource those less
critical functions. There is also evidence of
more re-engineering and restructuring of
companies by the use of management
consultants.

Effective Supply Chain Management
(SCM) practices may also serve to increase
the competitiveness of suppliers,
manufacturers and service providers.

With a view to examining these areas
The Bulletin spoke to four high-profile
people and got the experts' views on how
competitiveness can be raised.
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vision of making Hong Kong into a regional knowledge-intensive
technology hub.

In March 1998 the Chief Executive, Mr Tung Chee-hwa, created
and tasked the Innovation and Technology Commission to explore
ways in which Hong Kong could take advantage of the global
technology revolution.

Two reports were produced, one in September 1998 and the
final report in June 1999, which inter alia, recommended that Hong
Kong could become a high-tech regional hub in five years — with
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substantial returns within a
decade.

Professor Tien Chang-lin,
Chairman of the Commission, is
confident that proposals in the
report will increase Hong Kong's
competitiveness relative to that of
Singapore and Taiwan.

"Hong Kong has many special
characteristics such as
geographical location which is one
of the very best in Asia. It is a major
economy in the region and is
within five hours flying-time of
other centres such as Tokyo —
despite email, people still like to
have face to face meetings," he
said.

Other features, Prof Tien
outlined, to Hong Kong's benefit,
is its living or social environment,
which is unique and stimulating.

"Scientists and engineers like
somewhere interesting to live —
Hong Kong provides this."

However, Prof Tien said one
possible drawback that might
detract companies and people
from locating here isthe "culture".
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"Hong Kong has a very short-term commercial culture. People
here want high returns, and fast. What they need to do is look to
the longer-term investment and take a risk," he said.

With the Government's obvious commitment to develop Hong
Kong as a high-tech hub Prof Tien said many multinationals that

showed no interest in locating here a year ago, have now decided

to take a closer look.

"The Government has already started implementing proposals
made in the first report. One of these was the setting up of the
Innovation and Technology Fund (ITF) and the Applied Science
and Technology Research Institute (ASTRI)," he said.

The ITF will finance mid-stream and
downstream R&D projects undertaken by
universities, industry support organisations,
trade associations, private enterprises as well
as ASTRI.

It will also finance R&D projects
undertaken jointly by private enterprises and
local universities.

"The Government is not waiting around. In
order to develop a knowledge-based and
technology-intensive economy it has taken up
our proposals, which include institutional
changes — one of our top priorities. Plus, we
are discussing withthe Immigration Department
about relaxing their criteria so Mainland
technocrats can be brought in," he said.

To encourage innovation, he said,
education would be imperative.

Prof Tien said all the recommendations
had been well received by Government. He
hopes that one day Hong Kong will become a
San Francisco of the East.

"San Francisco like Hong Kong has a
beautiful harbour and a high tech centre —
Silicon Valley. Itis a financial centre, transport
hub and place for knowledge-based and high
value-added activity. This is what Hong Kong
will be like in ten years time," he said.
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The recommendations of the Commission

The hardware

e Financial Secretaryto lead a new policy group

e Full-time scientists to support secretariat

e Merge Science Park, Industrial Estates
Corporation and Industrial Technology
Centre Corporation; phase out Industry and
Technology Development Council

The software

¢ Reinforce education and life-long learning

e More university programmes blending
science and business

e Increase liaison with Silicon Valley to attract
talent and entrepreneurs

e Allow Mainland talents and families to come
without quota

The money
e $500 million form the $5 billion Innovation

and Technology Fund earmarked for
research by small entrepreneurs

e $250 million grant to encourage university-
industry partnership in research

e Explore feasibility of co-investment scheme
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Through optimising individual talents

Dr Lily Chiang, Chairman of the Chamber's Industrial and
Technology Committee, believes that raising competitiveness is
important at all times — not just in a recession.

"In the Millennium high-technology will impact on every facet
of daily life, creating new challenges that we must be ready for.
Years ago companies
competed locally but with the
Internet there are no spatial or
time barriers so companies
need to be ready to compete
globally," she said.

Dr Chiang admits the
best future business
opportunities lie in the
Internet, multimedia and
environmental protection
sectors.

"Making business
opportunities out of
protecting the environment
will boom. The Internet and
multimedia will serve to
empower young people -
and it won't just be about
business expansion, but
about personal development
as well," she said.

Dr Chiang is a great
supporter of optimising
individual talent, and this she
thinks is the best competitive
advantage a company has, or indeed, an economy has.

"If you look back 30 years ago people were happy to focus on
one area, now they have a much wider scope of expectation and
capability. To capture this companies need to set a clear vision in
a task force orientated environment. This means enhancing
communication and progressing to the shared vision more
efficiently," she said.

Dr Chiang said that in manufacturing, optimisation of people
is becoming even more important.

"Obviously automation is necessary to raise competitiveness
but it's not just the hardware that is important, it is the people —
the software. In the past, manufacturers just considered themselves
suppliers of a product, but now clients want to buy a total solution.
This may mean outsourcing and focusing on core competencies
to optimise talent and technology.

"The past financial turmoil has proved Hong Kong cannot rely
on just the finance and property sectors — this is too imbalanced.
London and New York are major cities in the world and they don't
rely on only two sectors. Hong Kong is a whole economy and it
cannot put all its eggs in one basket because if there's a problem
— there will be repercussions for the whole economy," she said.

Dr Chiang said the mentality and value systems of Hong Kong
people needs to change to raise competitiveness.

"Government said 15 years ago that Hong Kong did not need
the manufacturing sector, now they are suffering the consequences
of this decision," she said.

Dr Chiang said that Taiwan was very strong in high-tech
hardware but this is not what Hong Kong should try and aspire to
—itshould focus on creativity, flexibility and acting as value-added
middlemen for China, which are Hong Kong's biggest competitive
advantages.

"Hong Kong should focus on transferring technology to
and from the Mainland, which is good at R&D, but not so
good at down-streaming. Hong Kong can fill this gap," she
said.

Dr Lily Chiang, Chairman of the

Committee.
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Through efficient supply chain management

Hong Kong has experienced a boom for more than two decades
leading businesses to be more complacent about improving
efficiency. But now, faced with tough economic times, this is the
area that needs attention — according to Ms Anna Lin, Chief
Executive, Hong Kong Article Numbering Association (HKANA).

"Hong Kong has mainly focused on-marketing and sales but
rarely on operational efficiency — so many companies don't realise
how they can save, reduce redundant processes and be more
responsive to customers in the market place — even in economic
doom and gloom," she said.

The West has experienced severe recession resulting in
increased competition which has caused them to boost their
efficiency of operations. ‘

"This particularly relates to Supply Chain Management (SCM).
Good SCM (rare in Hong Kong) enables you to be more dynamic
in the market place," she said.

SCM involves efficient tracking and movement of goods from
producer to consumer and the whole chain in between. This usually
involves Internet
assisted communication
and barcoding
inventory management
technology, with the
overall results being
reductions in lead-times
and costs.

"Everything can be
automated and
customised at the least
possible cost — which
results in stronger
supply chain links," Ms
Lin said.

Manufacturer

LEE

Supplier
HLEER

Through management consultancy

By analysing the strengths and weaknesses of individual
companies, management consultancy can serve to enhance the
competitiveness of that entity.

Mr K K Yeung, Chairman of the Hong Kong Management
Consultancies Association, said from such specific studies, and
through their perspective of wider economic factors, the management
consultant's advice and recommendations can guide the company
to improved efficiency, and hence, greater competitiveness.
Depending on individual circumstances, such recommendations
may include management restructuring, business reengineering,
costs improvement and higher levels of training.

"When invited by a company to assist at a time of economic
difficulty, the role of a management consultant is to advise, assist and
perhaps refocus the company. A management consultant can review
a company's current and historical structure and operation, plus look
for opportunities, long-term goals and profit potentials," he said.

Management consultants do in-depth assessments of corporate
strengths and weaknesses from an objective viewpoint and examine
the validity of business activities and asset utilisation.

"We study and project these analyses and benchmark the
company against world trends for their business or industry to
find the 'best practice'," he said.

However, he warned there is no general formula to be
followed in raising competitiveness.

"Each company has circumstances that are separate and
distinct, which require individual diagnosis of the strengths and
weaknesses of their operational efficiency, profitability and
prospects. Management consultancy can be very effective in
helping companies to higher competitive levels — but there is
no magic wand," he said. B
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Regal Property Consultants Ltd. is a well-established property agency specialized in
sales, purchases and lettings of luxurious residential properties covering the Peak,
Mid-levels and the Southern district. Supported by our experienced licensed
consultants and advanced computerized system, we provide superior customized
services that no other agencies can compared with.

IR

REGAL

PROPERTY

CONSULTANTS

LIMITED

REGAL — YOUR ONE-STOP ESTATE AGENT

SUITE 6304-05, CENTRAL PLAZA, 18 HARBOUR ROAD, HONG KONG  TEL: (852) 2868 2610  FAX: (852) 2868 2603
Website : www.regalproperty.com  E-mail : hotline@regalproperty.com  Estate Agent's (Company) Licence No. : C-002443
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BUSINESS # #

How will business in Taiwan be
effected by China's accession to WTO?

hina's entry into the WTO will

mean a gradual opening up to
the global market. This should
bring many benefits to Taiwan but
couldalso have its drawbacks. This
article analyses why.

The benefits...

Upon accession to WTO, Chinese
exports will increase for industries with a
price advantage in the global market. These
include exports of textiles, toys, electrical
fans, leather shoes, bicycles and ships.
These industries are normally the target of
Taiwanese investors.

This precipitated growth in exports will
boost trading between the Strait, especially
in raw materials, components and parts
which are supplied to Mainland industries
from Taiwan.

For Chinese industries that are still
developing (for example, the high-tech,
mechanical and electronic engineering
sector) entry into WTO may initiate
restructuring and product improvement
programmes to cope with competition as
China opens up to global trade. This
restructuring may boost trade with Taiwan

as industries based in China will become
more competitive and will import more raw
materials.

Another result of entry into WTO will
be the lowering of customs duties by China,
particularly those on raw materials. This may

A I T

not just boost Taiwan's exports to China, but
also encourage Taiwan to source materials
on the Mainland. China's entry into WTO
could boost trading across the Strait. In
addition, China's institutionalising of its
trading framework will reduce many
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China's entry into WTO could boost trading across the Strait.
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uncertainties and irregularities in the trade
environment, thus encouraging investment
from medium and large enterprises across
the Strait.

Recent trends show that Taiwanese
investors on the Mainland mostly deal with
the upper and middle stream of production-
However, reduced trade barriers may
encourage lower-stream Taiwanese
investors to source from China rather than
their home country.

The drawbacks...

The opening up of the market may
cause the still-developing Chinese high-
tech sector to experience tough competition
from foreign imports. This may affect
Taiwanese entrepreneurs who have
invested in them.

In addition, foreign products sold at
lower prices than their Chinese-
manufactured counterparts will also
provide added competition. Mainland
products effected include air-
conditioners (foreign air-conditioners are
28 % lower in price), colour TVs (19 %),
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photocopiers (34 %), rubber (36%),
chemicals (13 %) and audio products
(two %).

For industries facing this competition
such as those with redundant production
capacity as a result of overlapping
investments, may reduce their imports of
raw materials from Taiwan.

Surveys in Taiwan show that Chinese
exports seized a substantial part of the
global market from their neighbouring
East Asian economies between 1989
and 1997. Tajwan has lost 70 per cent
of its US exports to the Mainland, while
the figures for Korea and Hong Kong
were 60 per cent and 50 per cent
respectively. As a result, the original
complementary and collaborative
relationship between Taiwan and the
Mainland will change to one that is
more competitive in nature.

In order to cope with the competitive
pressure from trade liberalisation, China
intends to extend trade authorisation and
strengthen the competitiveness of its
domestic enterprises.
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Since January 1999, China has given
manufacturers inthe private sector import and
export authority, and developed a registration
system for recording the authorisation details
of large industrial enterprises.

Such authorisation can, on the one
hand, provide entrepreneurs of Taiwan an
opportunity to cooperate with the
authorised Mainland private enterprises
and develop overseas markets, but on the
other, may alter the collaborative
relationship between the two economies.
Previously, Taiwanese entrepreneurs
cooperated with the Mainland industries
through processing consignments or
cooperative joint ventures in order to
benefit from the low production costs of
China. When Chinese industries are
authorised import/export rights, the two
economies may cooperate less and
become competitors, particularly in the
industries granted with import/export
rights. These sectors include agricultural
produce, pharmaceutical products,
metallurgy, construction materials,
textiles, apparel, light industry, machinery

An industrial estate on the
Mainland: Taiwanese investors
in China mostly deal with the
upper and middle stream of
production.
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Taiwan has lost 70 per cent of its US
exports to the Mainland.
EELANBXESERPERERR

and computer software. Even if the
Mainland products are of lower quality,
Taiwan exporters will still have to
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compete with China's price
advantage.
Most of the raw materials and

China are used for manufacturing of
textiles, apparel, shoes, plastic
products, handbags, electronic
appliances and toys, which are for
exporttotheUS. These manufacturing
industries are the favourite targets of
Taiwanese investors. Therefore, any
disturbances in US-China trade
will effect the Taiwanese investors
and trading activities between the
Strait.

China's accession into the WTO
will open up opportunities for
multinationals from the US, Japan
and Korea who will enjoy the
advantages of production scale and
capital resources. They will be a
competitive threat to Taiwanese
firms, which are mostly SMEs.

China will face fiscal pressures
upon relaxing many of its customs
duties. To cope with these pressures,
Mainland authorities may withdraw
some of the preferences given to the
import of processing materials so as
to prevent foreign investors avoiding
tax through deceptive means. In
addition, the relevant authorities may
implement stronger enforcement
measures against tax evasion in export.

The Mainland authorities will
probably resort to customs as a means of

équipment exported from Taiwan to?

fine-tuning external trade. Prospectively,
permits and quotas will be imposed;
systems and procedures will be made
more transparent and the exchange rate
will be standardised. Moreover, reform of
the external trade system will lead to a
further overhaul of the current fiscal,
financing, investment and price policies
of China. All these measureswill not only
accelerate the pace which China enters
the global economic and trading system,
but will also signal a new era for China
and Taiwan in developing an interactive
exchange in economic and trading
activities. The scope of trading products
and the level of manufacturing techniques
will continue to improve in both
economies. WTO membership will make
the Mainland market more attractive and
more in line with the international
playing-field rules.

Whether Taiwanese entrepreneurs can
benefit from the opening up of the China
market depends on their ability to compete
at an international level. Finally, the
Taiwanese must strengthen their design
capability, production and sales operations
if they want to maintain their position in
the China market. &

* This article is extracted from the June
issue of Industry Magazine. The author
Mr Cai Hong-ming is the Executive
Secretary of Trade Development
Commission, Taiwan Federation of
Industries.

Normal trade relations with China safe for one more year

On July 27, the House of Representatives of US Congress voted 260-170 in
favour of President Bill Clinton's decision to extend another year of Normal
Trade Relations (formerly called Most Favoured Nation) with China. This
followed a July 20 vote by 87-12 in the Senate rejecting an attempt to cancel this
status for China. Therefore, normal trade relations with China — which assures
China of the lowest tariffs the US grants to its trading partners — is preserved for
one more year. Hong Kong businesses are breathing a sigh of relief as this annual
contentious issue which can affect Hong Kong traders is resolved once again.
Whether or not this status can be granted on a permanent basis is tied to progress
on US-China negotiations on China's WTO entry-negotiations which have been
stalled since late April.
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Challenges coming out of the crisis

By Dr Eden Y Woon

The Chinese version of this article was
published in Wen Wei Po on 5 July.

ust two years ago, Hong Kong went
Jthrough a most historic moment,

having just gone back to Chinese
sovereignty after 156 years of British rule.
There was a great deal of anticipation but
also some uncertainty in Hong Kong.
Although it has now been proven that the
"one country, two systems" concept has
worked very well, the unexpected
economic crisis hit Hong Kong hard for
most of the past 24 months.

There is no doubt that personal hardships
have been faced by many employers and
employees alike during this time. But if one
takes a broader view, one can say that this
crisis is good for Hong Kong in the long run,
and that Hong Kong now has a chance to
meet some challenges that will take it
strongly into the next Millennium.

Let us identify a few areas that have
either been neglected or taken for granted
during the many years of prosperity. The
current crisis has exposed them as issues,
which Hong Kong must address, and
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fortinately, we still have time to focus on

them and take action.

1. Shape of the economy - The economy
has been too one-dimensional, with an
over-reliance on the property sector,

which proved to be pervasive in wealth
generation, in the stock market, in how
businesses grew, and in attitude
formation among Hong Kong's citizens.
A drop of 50 per cent in property prices

Crisis is good for Hong Kong in the long run.
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was welcomed, and while Hong Kong
property prices should always be
expensive for a crowded world-class
metropolis, they are no longer
outrageous. Businesses now are more
cautious in obtaining credit, knowing
that the easy credit days — based on
inflated property collateral - are over.
People are now looking for other — and
not as easy — ways of making money.
Those who do business with China face
rising labour costs and are looking for
new opportunities when China enters
into the WTO. Long-needed financial
reforms are taking place to strengthen
our position as a regional financial
centre. Information technology
development — anchored to the
traditional service strengths, in financial,
retail, fashion, transportation,
entertainment, and
telecommunication
areas — is getting a
boost not only from
the Government's
support, but from
interest by foreign
technology
companies like
Microsoft and Intel. A
multi-dimensional
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2.

economy, still dominated by services, is
now the goal of Hong Kong.

Cost of doing business — Property prices
have gone down. So have hotel cdsts and
food prices. Salaries and wages are
experiencing a slight drop for the first time
in many years, and worker productivity
and ingenuity have received more
attention. Comparisons with Singapore
and Shanghai and other Southeast Asian
countries have also helped Hong Kong
people focus on the competition and erase
complacency. While Hong Kong will
never be a cheap place to do business,
there is now a sense that we must add
value and innovation to justify our high
prices. There s still room to lower the cost
of doing business, but at least the
awareness of how this cost hurts Hong
Kong's competitiveness is much more

Every Hong Kong citizen deserves clearner air, water and food.
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universal than before among our citizens.

. Education — Hong Kong's education had

been in a decline for many years, with
technology and English education
suffering especially. The realisation that
the international character of Hong Kong
depends very much on graduates fluent
in English and that the development of
high technology depends on graduates
who excel in technology has created a
dedication among educators, parents, and
businessnien to improve Hong Kong's
education system. It is heartening to see
graduates talking about information
technology rather than real estate. The
Government's drive for education reform
is long overdue, and the SAR Government
should be complimented for foreseeing
this necessity right after the Handover.

4. Environment — This is another aspect

of Hong Kong that has been
deteriorating for years. The
SAR Government in recent
months has begun to realise
that this is a massive — but
not impossible — problem,
which requires massive
attention. Education of the
average citizen, the cost in
health care and in doing
business must be
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undertaken. Every Hong Kong citizen
deserves cleaner air, water, and food
that he/she is not getting now. Every
tourist looks at the environment of his/
her destination. And every foreign
investor looks notonly atthe deal, but
at the environment also. For high
technology companies used to existing
in pristine Western environments, a
better environment here must
accompany any Hong Kong marketing
pitch. But this is a problem for the
whole society to address, and it starts
with planning by the Government to
behaviour of each citizen. The Hong
Kong business community is also
beginning to be vocal in its support.
5. Ciwvil service reform — The civil service
is very important to Hong Kong. But
Hong Kong people deserve an efficient
and competent civil service which is
accountable to the community which
hires them. Pay tied to performance is
one key aspect which is practiced in
many governments abroad and does not
have to exist only in a for-profit
company. Excellence in the civil service
should be rewarded, just as laggards
should be identified. When you buy a
product, you expect value for money.
Why should you not expect the same
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of the person who is providing a civil
service to you? This is not by any means
a.criticism of the many hard-working
Hong Kong civil servants, but a call that
they be identified and rewarded in
comparison to those who contribute
less. Once again, the economic crisis
has accelerated this reform process.
Relations with China — There is now a
much better appreciation of how Hong
Kong's economy is tied intimately to the
Chinese economy. Those who do
business with China always realised
this, but now every citizen should know
that without China, Hong Kong would
have suffered much more from the
financial crisis. In addition, because of
the difficult circumstances in the past
two years, many businesses in Hong
Kong are now looking ahead to see how
they can take advantage of China's State
Owned Enterprise reform, its emphasis
on inland provinces, and China's
ultimate entry into WTO. This requires
new thinking and meeting new
challenges, but there is no better time
to do so when the traditional
moneymaking ways are either no longer
or less lucrative.

International character - The
international character of Hong Kong
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The international character of Hong Kong must be maintained.
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must be maintained. A variety of factors,
some intangible, make up this
character; from the rule of law to
language proficiency, from
strengthening the financial markets to
low taxation. Hong Kong is a part of
China, but it is not a city in China. It is
this distinction that attracts investors,
tourists, businessmen, and residents
who make this their home. If attention
is not focused on this character, it will
slip away without being noticed until it
is too late.

In conclusion, Hong Kong can be
thankful that the above have been brought
to everyone's attention — from Government
to business to every citizen — because of
the economic crisis. The crisis may be
hitting bottom now, but Hong Kong is faced
with a slow and long recovery. We have to
use this time wisely, however. Now it is up
to all of us to see to it we meet the
challenges to properly place emphasis on
these above factors, so that Hong Kong will
emerge out of the economic crisis equipped
for a new future, as a 21st century world
premier city. B

Dr Woon is the Director of the Hong Kong
General Chamber of Commerce.
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Asian crisis affects key labour issues

he Asian financial turmoil drove

I many companies, particularly small

and medium enterprises, out of

business. Those surviving, including

publicly listed companies are resorting to

wage reductions or retrenchments in order
to cut costs and remain competitive.

In view of the increasing number of
layoffs, the Government has published a set
of guidelines recommending that employers
should avoid across-the-board reductions
and layoffs.

In light of the dire unemployment
situation the Government has also
strengthened the Labour Department's
employment service and introduced various
planned infrastructure schemes in the hope
of creating more jobs.

The Labour Advisory Broad (LAB) has
increased the limit of severance payment,
which will now be based on an employee's
wage level before wage reduction. In
addition, they have increased employees'
compensation insurance level for the
Occupational Deafness Compensation
Board. Plus, the growing number of jobless
people has caused the rallying of unions,
which are fighting for employee
representation, collective bargaining and
minimum wage again.

Minimum wage is a controversial
subject that attracts much debate. A
research paper published by the Hong Kong
Social Security Society on a proposed
minimum wage in Hong Kong has
stimulated heated discussion.

Employers were concerned about the
negative impact of minimum wage
legislation, for example, its effects on

headcount freeze, high operation cests, a
reduction in company competitiveness, stress
in employer-employee relations and high
unemployment. They
believed wages should
be determined by job
value and market price
instead of from a social
welfare perspective.

Another issue under =
debate was the proposal
by the Law Reform
Commission (LRC) on
Corporate Rescue and
Protection of Wages in
Insolvency Funds.

The section on who
should pay the layoff
employees when the
company is under
provisional supervision,
generated different
views from the
community. Most
employers regard it as
unfair treatment of good employers who
have to subsidise poor performing
companies under rescue. Given the
available options proposed by LRC, most
people support the widening of the ambit of
Protection of Wages in Insolvency Funds to
cover the affected employees under
provisional supervision.

Despite a high unemployment rate, there
are still some local companies complaining
of a shortage of skilled labour and have
asked the Government to relax the labour
importation scheme in particular industries.
A Chamber survey among members showed

on

that there isn't an urgent need to recruit PRC
nationals to work in Hong Kong at this time.
However the Government and the

T TR

-

—  —

B =il

e e
- — e
e

—

&

Job-seekers at the Labour Department's Employment
Service Centre.
BIENRERBAPRSRERRBERMUMERE -

Innovation and Technology Commission
have recommended that PRC talent from the
professional, technical, engineering and
managerial fields should be allowed to work
in Hong Kong. The Chamber supports this
suggestion.

A compulsory program affecting the
whole community may fall on health care
financing. The Harvard Health Care Report
recently published by the Government
recommended mandatory insurance
schemes to cover health costs, ie, employers
and employees would have to contribute a
total of three per cent of wages. The
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Government hopes that it will, if legislated,
solve the future fiscal problem of the
community shouldering a heavy health care
burden. Yet the study is viewed as superficial
by many and neither politically nor
economically acceptable. Overall, it fails to
give detailed analysis and justifications so it
is difficult to persuade people to accept-the
insurance scheme when they do not know
what the benefits would be.

The Education Commission has
commenced a comprehensive review of Hong
Kong's academic system. The business
community hopes the review and subsequent
reform will be able to produce higher quality
employees. The business community's main
skill requirements are language proficiency,
innovation, confidence, ethics,
communication skills, motivation and IT skills.
Some also proposed a comprehensive review
on manpower planning for the economy and
the present university funding system to allow
better allocation of resources. The Chamber
has been playing an active role in the review
by setting up a Business Coalition on Education
to ensure business views are presented to the
Government in a regular and influential
manner. The Coalition is an informal grouping
of chambers of commerce and other business
associations to act a forum, platform and focal
point where the business community's
suggestions on education can be properly
coordinated and effectively conveyed to the
Government or the education sector itself. The
main areas it will tackle will be recruiter
requirements, standards of English, vocational
education, business/school cooperation and
continuing education.

The past year was a difficult one for
employers and employees. The economic
downturn exposed hidden weaknesses in the
employment sector. Painful re-adjustment is
unavoidable to speed up the recovery of
Hong Kong. While the Government is
working hard on this, it is important for the
private sector (employers and employees) to
ensure jobs and economic considerations go
hand in hand. B
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ECONOMIC UPDATE #8 i £ 3

Better than expected Budget deficit

By Ian Perkin

he SAR Government's final Budget

I outcome for the 1998-99 fiscal year

was far better than expected back

in March, with slightly higher revenues and

reduced spending producing a lower than
anticipated deficit for the year.

Final figures issued in early July showed
the previously predicted Budget deficit
slashed by $9.1 billion to $23.2 billion from
$32.3 billion, a result of higher than
expected revenue of $3.3 billion and lower
than anticipated spending of $5.8 billion.

Take out the $8.5 billion in tax rebates
announced in the last Budget and the actual
deficit for the 1998-99 year would have
been just $14.7 billion.

The Government's past 10 budgets have
now produced total budget surpluses of
almost $170 billion (including the revised
1998-99 deficit) when the original forecasts
for each year had them reaching less than
a third of that at some $52 billion.

From an economic perspective, the
revised outcome for the 1998-99 fiscal year
means the Government did not inject as
much spending into the economy as it
might have to help offset the impact of the
recession.

This was despite attempts to bring
forward capital works programmes in a bid
to boost the economy and relieve
unemployment.

The positive aspect of the outcome for
the year is that by producing a lower deficit
for the year the Government moved closer
to the Basic Law requirements to "avoid
deficits" and "strive for fiscal balance".

Looking ahead, there may be some
doubt about the predicted deficit the
current (1999-2000) fiscal year of $36.5
billion.

The first quarter of the fiscal year (the
three months to June 30) was notable for
the substantial pick-up in financial market
transactions and this should produce better
than expected revenue for government from
this source.

There would also have been a modest
improvement from stamp duties on property
transactions which also picked up slightly
during the period. On the other hand,
higher unemployment and increased
welfare claims may have resulted in some
increase in spending.

External trade

The improvement in the Mainland's
export performance in May appeared to
help moderate the continued decline in the
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SAR's own re-export trade for the month,
but perhaps not significantly.

A 2.3 per cent drop in the value of
SAR's re-exports for May appears to have
been mainly accounted for by the
continued decline in export prices, but
this will not be confirmed until the
volume and price figures emerge in a few
weeks time. ”

Domestic exports continued to be
extremely weak, however, dropping 15 per
cent in may compared with a year earlier
and total exports were down 4.1 per cent.
Looking ahead, orders-on-hand suggest
they will remain weak.

Total imports also continued to decline,
dropping 12.5 per cent in value in May, a
combination of lower import prices and
lower volumes.

After four successive months of
decline in both exports and imports
through to April, the slight improvement
in the rate of decline in May is a little
more positive for the immediate
economic outlook.

But the Mainland's recovery in external
trade is still outpacing that of the SAR.

Mainland exports in May rose 4.2 per
cent to US$15.53 billion and imports were
up 21.5 per cent to US$13.66 billion,
continuing their positive run this yearin the
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wake of better import demand .and
increased legitimate imports following the
Mainland authorities dramatic crackdown
on smuggling activities.

But the SAR's total exports fell 4.1 per
centto $108.6 billion (US$14 billion), with
re-exports at US$1 2.2 billion and domestic
exports at US$1.8 billion. Imports were
down 12.5 per cent to $108.9 billion
(US$14.1 billion).

It can be seen that the growing
importance of direct shipment and
transhipment from the Mainland cannot
be underestimated in assessing the SAR's
own trade outlook.

Outward processing

Greater use of direct sourcing of raw
materials for production and increased
direct shipment of finished products from
the Mainland continued to affect the SAR's
outward processing trade with the
Mainland in the opening three months of
the year.

The two per cent drop in total exports
to the Mainland for outward processing
purposes to $47.3 billion for the quarter
compared with $48.1 billion in the same
quarter last year, continues the decline
evident throughout 1998.

Total exports for outward processing in
China last year fell 9.6 per cent to $221.3
billion from a peak $244.9 billion in 1997,
the first time a decline had been recorded
since outward processing surveys began
back in 1989.
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Outward processing refers to the
delivery of raw materials or semi-finished
goods for re-processing on the Mainland
and subsequent re-export or local sale. .,

" The'practice saw rapid growth in the
late 1980s and early 1990s as
manufacturing for re-export expanded
rapidly on the Mainland, but the growth rate
began slowing in the mid-1990s and has
subsequently turned negative

The slightdecline in outward processing
reflects the overall decline in Hong Kong's
total external trade in the opening three
months of the year, but also the increased
use of direct sourcing, transhipment and
direct shipment of finished goods.

A pick-up in external trade in the
second half of this year should see some
improvement in outward processing
activities, but the longer term trend appears
to be towards slower growth and perhaps
a further slow down in this activity.

Wages

A modest 0.1 per centincrease in wages
in the year to March confirmed the outcome
of private sector surveys for the early part
of this year and the outcome of the
Government's Pay Review Survey for
determining civil service wage rises.

It also confirmed the success of the
business community's overall attempt to
restrain wage increases in the wake of the
impact of the East Asian financial crisis and
the resulting downturn in the local
economy.
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But more will continue to need to be
done in restraining labour costs if the Hong
Kong SAR is to enhance its competitive
position as its emerges slowly from the
economic downturn.

It is worth pointing out that overall
spending power of employees improved in
the year to March, despite the modest
nominal increase, with wages after taking
account of deflation still up by 2.6 per cent
when compared with a year ago.

The restraint in wage increases may also
be having a'slightly positive impact on the
number of vacancies available in the
economy and the overall level of
employment, despite the rise in
unemployment levels so far this year.

Compared with the December figures,
the number of available vacancies in
March, at 25,040 in the private sector
showed some improvement in line with the
slight pick-up in economic confidence and
the resurgence in financial markets.

Earlier figures showed that overall
employment increased in the March
quarter when compared with a year
earlier with 3.23 million persons being
employed during the period, up from 3.17
million employed in the first quarter of
last year.

The rise in unemployment to some
213,000 people in the March quarter from
106,000 a year earlier was mostly due to
the continued rapid rise in the available
labour force - a 5.1 per cent increase to
3.44 million from 3.27 million. W
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Raising the standard of English

lear, concise English is essential for
international business.

As Hong Kong maintains its grasp
as a leading regional hub it is fundamental
that a high standard of English is achieved
by the majority of its citizens, at least this
is the view of Mr James Tien, the Chamber's
Legco Representative.

Certainly, high standards of English put
Hong Kong in good stead to compete in
the global business arena, attract tourism
and multinationals. However, it must also
not be forgot that producing a bilingual, and
now with the return to sovereignty,
trilingual workforce places great strain on
the education system.

Dr Nancy Lee, Head of the
Government's Education and Manpower
Bureau Standing Committee on Language
Education and Research (SCOLAR) Support
Unit, agrees that something must be done
to raise the standard of English in Hong
Kong.

"The international community should
be most concerned by English standards in
the workplace. When overseas companies
come to Hong Kong they find the
receptionists and secretaries cannot
communicate effectively," she said.

Her views were shared by Mr James
Tien, who said Hong Kong's English
standards are badly flagging.

"Being international pays our rents, buys
our food and puts our children through
school. This reality we must never forget.
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English is the universal language of art,
commerce, science and technology. We
were able to transform our economy from
manufacturing to service because we could
communicate with the world in English,"
he said.

Mr Tien said English
gives Hong Kong an
edge in establishing
markets and getting
information.

"About 87 per cent of
Web sites are in English.
Our Cyberport scheme
and our information
technology are tied to our
fluency in English," he
said.

English also dominates
the business world.

"You can name any
financial institution and
the chances are English is
its principle language,"
he said.

Mr Tien said some
multinationals are
moving corporate
divisions out of Hong
Kong to Shanghai
because the standard of
English is perceived to be
better there.

"I've heard many of my constituents
complain that it's virtually impossible to
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School-leavers are in a tough position requiring fluency
in two, and sometimes three languages.
FHBEREAWE

hire local staff to manage their business
because many of their prospective
employees can't or won't converse in
English," he said.

Mr Tien explained that some of his
constituents could not even recruit staff out
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of university because many graduates aren't
competent in the language.
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"Learning English as a dead thing just
isn't going to work, however much money
the Government pours into the endeavour.
The language can only be mastered if it's
written, spoken and experienced everyday.
English has to be living, breathing free,
rather than be hitched to a respiratory
machine as it is in Hong Kong," he said.

Dr Nancy Lee said the Government was
trying to address the issue and she had been
appointed secretary of a task force assigned
to find solutions to the problem.

"We are starting a campaign to rally the
support of the business sector and
community to raise standards of English and
heighten public awareness. This is in the
planning stage," she said.

Mr David Dodwell, a member of Vision
2047 that acts convenor to the Business
Coalition on Education believes the issue
is not as clear-cut.

"The problem in Hong Kong is the needs
and expectations of the economy. A high
level of fluency is required in Cantonese,
Mandarin and English and thislevel is rising
much faster than the education system can
supply," he said.

Mr Dodwell said that Hong Kong faces
a very unusual situation and school-leavers
and graduates face a tougher position than
their counterparts in the West who do not
require fluency in two or even three
languages.

"There are very high demands posed on
job seekers and students but if Hong Kong
is to maintain its position as a critical
regional hub it needs fluency in these
languages among executives and
secretaries. This puts enormous demands
on the education system," he said.

Mr Dodwell said the Government is

Students being taught English by a native English speaker.
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English teaching is more effective in an interactive and informal environment.

BLEEEHNBRNBRETRERE

seeking ways to improve the situation by
studying countries whose education systems
are successful at producing students who are
fluent in a number of languages.

"Belgium, the Netherlands, Sweden and
Denmark all produce students who speak
their native language and also English and
sometimes two other languages fluently.
Hong Kong needs to examine these systems
to see how they can improve their own,"
he said.

Ms Dominique Chasset, Director, HK
Institute of Languages, agreed that Hong
Kong's education system has done well to
achieve a level of spoken English among
most Cantonese.

HERE
BHEE

fln gt - TR
R AU
SRELHIE o A
HETREEE -
LA EEMEGE R
FIENHE > iR
FHEBERER
Brigm » X
s B W T
REALA o |

H K E 4
o FENESR
FERR > A
M hEMAER
A i R
BRHLVE U7 T AR
MR HE=

2047 W

AR
MoRE [ A 3 SR AN B2 A Y B SR
m e MR BBAEERFRANEZNIEMM

P BB o

"Not everyone is fluent in English, but
we must not forget that Hong Kong has at
least succeeded in teaching most people
some English, we should be proud of this,"
she said.

But she added the introduction of
mother-tongue teaching in schools may
contribute to the lowering of English
standards.

"Kids may benefit from their lessons
being taught in Cantonese
academically — but it could be
detrimental to English standards. The
idea of bringing in native English
speakers to counteract this decline is
a good one," she said. B
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Youthful interaction
enhances language learning

is the key to successful language

acquisition. Students all over the world
struggle to attain fluency in a second and
often alien language from an early age.
Usually it is compulsory to study a second
language. But several problems have
always remained. How do we make the
language relevant to the student so that he
or she will have the motivation to succeed?
How do we provide the student with
adequate exposure to the language without
incurring the vast costs of foreign tours,
private tutors or expatriate teachers?

Hong Kong is no exception. We
currently find ourselves debating the merits
of mother-tongue education and the most
successful ways of maintaining English as
a strong mainstream language. Students
need to be able to use English effectively
in the work place when they leave school
after secondary five or seven.

In recent years the Government has
introduced the Native English-speaking
Teacher (NET) scheme by which overseas
teachers are brought into local secondary
schools to teach English. While this is
gaining in popularity, another innovative
yet entirely unique programme has been
running in Hong Kong for the past six years,
and is also increasingly gaining more
recognition. Faced with the problem of
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It has long been accepted that exposure

An ELTA

rewards her students with a Lunch Prize.
HBPHEARBRALELEE  EFHAXBEFE-

what to do when the funding is not
available to send students to foreign
countries to immerse themselves in the
language and culture, or qualified
expatriate teachers are in short supply, the
Chatteris Educational Foundation, a
registered charity in Hong Kong, has
discovered the ideal solution; bring the

exposure to the
students.
Eighteen or

nineteen year old
English Language
Teaching Assistants
(ELTASs) are brought to
the SAR from Australia,
Canada, New
Zealand, the UK and
the US. These native
English-speakers stay
for a period of nine
months while
enjoying a gap year
between school and
university. Currently
there are 72 ELTAs
working in 36
schools across the
territory.

The ELTAs are
not qualified
teachers and they
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a class.

are able to work this to their advantage.
They concentrate purely on oral work
and, with cooperation of the school
involved, their classes are limited to
around 10 students. In this way the
students receive much more exposure to
target language than they would in their
regular crowded class of forty. Fluency,

pronunciation and confidence

An English i A
I glish Language Teaching Assistant (ELTA) conducts
REHBYHBERY FRs gy .

HLAE > EUNHEAT [LISERE B P REAY SRR
ZAmEtE] ) > RIE G AN BLAT R A HE ) 2R 3L
RIE - BIARRIBWE AR - 5—I8
Al MmOt R ST AN E > L HIF
FFHE - CEHERREERE  KEERE
B FAYHEMNES XL » A EE
RSN ZLRT S 5 S B > A GEM S E
IS TES  CRAEBMM R L%
DAL RMEEMBETENIRY -

BN~ e - TR RE
REBEZET +/\ > LEMNEFT N REBET
RREE 2 - MU KEAEE > RER
PELAE R B MR EBESILE
H o Bl B 72 8 KB A B EEERH 36
2R T AF -

SRR R BN IEG I A AREAT > REETEST
AR GHEFMGEHER FEERRA T -

IBAT 1999%8A 27




are the keys instead of grammar, writing
and examination technique.

Another successful development has
seen the launch of English Rooms. These
areas are devoted completely to the
teaching of English in an informal
environment. They may not even look like
classrooms with their unconventional desk
arrangements, posters on the walls and
comfortable chairs in the corner. Here
students make use of games that involve
the use of oral English, hold informal
discussions, watch films and take part in
free conversation. At the same time the
ELTAs are encouraged to take students on
Lunch Prizes or for outings. These act as
rewards for those who have made the
biggest effort or shown the most
improvement, and incentives to those who
need a little extra motivation.

By the time the ELTAs leave at the end
of their nine months stay, friendships have
often been formed between students and
their ELTAs. This in its self is conformation
of the successful approach and also an
encouraging indication that
communication will be continued in the
future, even across great distances.

It is important to the future of Hong
Kong that students leave school with the
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ability to communicate in their mother
tongue and English, the international
language of business. As the SAR strives to
maintain its status as one of the world's

leading business and financial cenfres, it is

vital that we pour resources into our most
realistic insurance for tomorrow. Today's
students will provide the workforce of
tomorrow.

To this end, the Chatteris Educational
Foundation also operates two other
programmes. The highly successful Office
Programme brings secondary students to
the offices of large companies and enables
them to interact with professionals within
a business environment whilst
communicating in English. The
Community Programme sees
ELTAs interacting within the
community at weekends and
during weekly evenings.
Conversation classes are
held at home and the hostels
operated by the Social
Welfare Department and
training centres of the
Correctional Services
Department. ELTAs also
take part in English camps
organised by the Hong Kong

English teaching occurs in an informal, fun atmosphere.
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Professional Teachers' Union and other
institutions across Hong Kong.

The finances for such schemes must be
found somewhere, and in the past the main
sources of funding have been the Hong
Kong Government and the Hong Kong
Jockey Club. However, corporate
sponsorship from the business sector is
encouraged and welcomed. Companies
and individuals interested in finding more
information about the Chatteris
programmes may wish to visit their Web
site at www.chatteris.org.hk. l
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!fg///xperience the exclusive lifestyle
of The Repulse Bay - a world apart, yet just
15 minutes from Central.
The Repulse Bay, with its award-winning
architecture, and the newly renovated
Repulse Bay Apartments provide the key to
luxury living, with a choice of superb
apartments and duplex suites, all with
spectacular views of the South China Sea.
Units range from 977 to 5,868 sq. ft., with
a choice of one to four bedrooms.
Extensive recreational and sporting
facilities are provided in the 60,000 sq. ft.
clubhouse, including squash and tennis
courts, a golf driving area, indoor swimming
pool, gymnasium, sauna, solarium and

jacuzzi.
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Live the stylish life at The Repulse Bay

Adding to The Repulse Bay experience are
superb restaurants and a wide range of shops,
including a supermarket, dry cleaning/laundry, -
optical shop, furniture store, wedding boutique
and photo finishing shop, as well as a bank
and medical & dental clinics.

Ample car parking space is available, and
there is a regular shuttle bus service to
Wanchai, Admiralty and Central.

To discover more about the exclusive
Repulse Bay lifestyle, please call Ms Grace

Mak on telephone number 2803 1101 or

Ms Sandy Ng on telephone number 2803

1103 or by facsimile 2812 2176 for leasing

" d

information or to arrange a site visit
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109 Repulse Bay Road, Hong Kong
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Community-Government joint
effort for a greener SAR

elsewhere that the most effective way

to tackle environmental problems is by
combined government and community
action, according to Mr Leung Chun-ying,
Convenor of the Executive Council, who
spoke at a luncheon organised by the Hong
Kong Business Coalition on the Environment.

This is the first time Mr Leung addressed
the business community in his new
position, and the fact he chose to speak on
environment showed thatthe subject is high
on the Government's agenda.

"The Government cannot achieve
environmental objectives single handedly,
it is the responsibility of everyone - the
whole community," Mr Leung said.

He said five areas of action fall squarely
onto the shoulders of Government. The first,
and key one, is formulation of a policy
framework with clear objectives and
priority targets.

"The Planning, Environment and Lands
Bureau has done this. The overall policy
objective as regards to air quality is to reduce
the amount of harmful emissions," he said.

A second area is for the Government to
provide the necessary infrastructure.
"Infrastructure ranges from small projects
such as LPG filling stations for taxis, which
has been a political hot potato with some
district boards, to the costly and very
impressive railway projects that are now
underway," he said.

Mr Leung said the Government could
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It has been proven in Hong Kong and
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also provide economic incentives, as it has
for LPG taxis, to achieve its environmental
objectives.

"Enforcement and education are also the
Government's responsibility. Compared
with education, enforcement is probably
the last resort," he said.

So far there has been a conversion of
132 diesel taxis to LPG. From the end of
year 2000, it will be mandatory for new
taxis to run on LPG. Despite their small
number, taxis account for more than one-
third of vehicle-kilometre-travelled among
all diesel-run vehicles.

"The mandatory conversion of taxis into
LPG should make a notable impact on the
level of pollution from this source," he said.

Mr Leung said the franchised bus
companies have agreed to install diesel
catalysts on some 2,000 buses that do not
meet the latest Euro Il emission standards.

"These can reduce emissions from
individual vehicles by up to 50 per cent,"
he said.

The industrial sector has also helped
reduce pollution as SO, concentrations fell by
up to 80 per centin indzustrial areas as a result
of a ban on high sulphur fuels since 1990.

"The use of natural gas for power
generation and coal units built after 1991
with flue gas desulphurisation systems has
also reduced SO, emissions by 60 per cent
in the six years ended 1997," he said.

Cross-border pollution is also a problem
Hong Kong must deal with.
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"We are conducting a joint study with
Guangdong on the causes of region-wide
pollution problems with the aim of
developing solutions," he said.

Mr Leung said the best way to tackle
pollution is to tackle it at its source.

"There are two ways of tackling waste.
One is disposal and treatment, which
neutralise, as much as possible, the harmful
effects. However, exhaust fumes can neither
be disposed of nor treated. The other means
is to reduce the output of waste, whether
they are in solid, fluid or gas form," he said.

SRS e oY SIS SR HER W 3 L PN

Mr Leung Chun-ying, Convenor of
the Executive Council.
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Mr Leung said that commercially run
vehicles, including buses, lorries, vans and
taxis account for 30 per cent of all licensed
vehicles but 60 per cent of vehicle-
kilometre-travelled.

"The business sector has a lot to
contribute through their sourcing,

management and maintenance of these’

vehicles," he said.

Mr Leung said that the community
could help by economising on the use of
water in households as well as in
commercial and industrial premises to
reduce the load of sewage treatment plants.

"Water saving devices, which are cheap
to install and almost maintenance free, on
taps, faucets and flushing cisterns have been
proven effective," he said.

He added that the running capacity of
the existing landfills is limited.

"By 2001, taxpayers will pay $300
million a year to receive commercial and
industrial waste in public landfills. This is
equal to $110 per tonne of waste," he said.

Mr Leung said the Housing Department
has just launched a campaign aiming to
save 65 sheets of paper per officer per year.

"Business in the private sector can easily
devise a similar campaign," he said.

Mr Leung warned there was no room for
complacency in tackling environmental
problems, but at the same time, Hong Kong
should recognise that its earlier efforts are
starting to payoff.

"The number of days of poor visibility
due to air pollution has fallen from a peak
level in 1997 and is even below that of
1996," he said.

Mr Leung talked of a future where
people could once again swim in the
harbour, where there would be lagoons and
harbour-side cafes.

"If we could do this 20 years ago, then
why not aim to do itagain in 20 years time,"
he said. &
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Hong Kong's first Web marketing award

ith global e-commerce
transactions set to balloon to a
whopping US$220 billion by

2001, it is timely that Hong Kong has
launched its first-ever Web Marketing
Excellence Award.

With the aim of enhancing and
promoting a wider and more creative use
of Web marketing in different business
sectors, participants will be judged on their
effective and innovative use of the Internet
as a channel to generate profits and fulfill
marketing goals.

The event is co-organised by the Hong
Kong General Chamber of Commerce, who
is a firm promoter of e-commerce and the
ways it can benefit business. The official
Web media sponsor will be hongkong.com.

The Award will provide an excellent
opportunity for both corporations and SMEs
to exchange their valuable experience in
using the Web as an effective means to
generate profit.

All business organisations, which have
Web pages operating for one to three years,
can register to enter the contest. Closing
date for entry is October 5, 1999. The
Award is divided into two categories,
namely Corporation Group and SME

Group, with awards delivered to Best in
Commerce, Best in Creative, Best in
Channel and Best in Content.

The Award's official Web media
sponsor, hongkong.com, is going to arrange
an online voting award in the Award Web
site: http;//ice_web_awards.hongkong.com.
Starting from September, the general public
can participate in voting for their favourite
Web marketing design over the Internet, this
will be the Best Among Voters Award.

Marketing on the net is extremely
competitive. Effective marketing is a catalyst
to facilitate growth of e-commerce in both
business-to-business and business-to-
consumer sectors. Increasing numbers of
enterprises are creating a new arm in
business development through innovative
use of powerful Web marketing.

Not only will the Award identify good
trade promotion and corporate image
development it will also be an exciting
opportunity to promote winners' Web sites
to the outside world.

The panel of judges will consist of the
industry's experts. Winners of the Award
will be announced in December, so don't
miss this opportunity, now is the time to
enter. B
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Baiyun airport — a cornucopia

of opportunity

ith a pedigree like Chek Lap Kok,
the construction and eventual
completion (scheduled in 2002)

of Guangzhou's new Baiyun International
Airport will provide exciting opportunities
to Hong Kong businesses and investors,
both on the software and hardware front.

Construction work will require
manpower and equipment supplies, plus,
there will be a need for high technology
supportservices and infrastructure once the
airport is up and running. Related facilities
like hotels, shopping centres etc will also
be necessary.

On the software side, consultancy
services will be essential in assisting and
providing valuable input.

This, at least, is what a 25-member
Chamber delegation to Guangzhou learned
when they visited the airport site in early July.

Located 20km north of Guangzhou
centre, the airport will occupy an area of
1,334 ha. It will be accessible via three
national highways, the Beijing-Guangzhou
railway, an airport expressway, light rail
and a subway system.

Costing around RMB30 billion,
RMB19.3 billion will be allocated to
infrastructure work, while RMB10 billion
will go towards the construction of the
expressway and lightrail system.

Investment in phase one of the project
will stand at RMB15.3 billion, which
includes a stipulated registered capital of

Dr Eden Woon, Chamber Director, meets with Lin Shusen, Mayor of

Guangzhou.
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over RMB5 billion. The remaining RMB9
billion will be raised by the State
Development Bank, as appointed by the
shareholders, from domestic investors
within four years.

Several companies will participate in
the construction of the airport terminal,
including four overseas companies from the
USA, Canada, France and a British-Dutch
Consortium.

Parsons & URS Greiner, based in the US,
won the tender for the design. They will be
working closely with the Guangdong
Architectural Institute.

The airfield, aircraft parking and cargo
traffic areas, as well as other projects relating
to flight safety such as air traffic control and
fire prevention facilities will be overseen by
the Civil Aviation Administration of China.

The Guangzhou Municipal Government
will be responsible for all the peripheral
supporting facilities, such as the airport
expressway, the subway and light rail system
and the airport's bus service.

Reconstruction of the sewage and
drainage system is already in full swing.

As well as visiting the airport site, the
delegation met with Mr Lin Shusen, Mayor
of Guangzhou Municipal Government,
who said that over the past 20 years
Guangzhou had fully integrated heavy and
light industries and had made significant
progress in the commerce, tourism and
services sectors.

On the influence of SOE reform and the
GITIC and GDE incidents, Mayor Lin said
that unemployment was not a critical

problem in Guangzhou, but the GITIC
incident had made a negative impact on
Guangzhou's enterprises. He explained that
absorption of foreign capital had not been
affected.

The delegation also visited the
Guangzhou Economic & Technological
Development District (GETDD) where they
met with Mr Wang Deye, Director of
GETDD, and Mr Liu Yuelun, Chief of the
Economic Development Bureau of GETDD.

Mr Wang told the delegation that
GETDD and Guangzhou Hi-tech Industrial
Development Zone, were merged in
December 1998 under the management
system of "one administrative board for two
separate administrative organs."

On a visit to Huadu City, the delegation
met with Mr Yuan Guiyang, Vice Mayor of
the city. Mr Yuan described the accessibility
advantages of Huadu.

The delegation also attended the
opening ceremony of the '99 Huangpu Hi-
tech Discussion Meeting and met with Mr
Zhou Qinggqiang, Director of the People's
Government of Huangpu District. Mr Zhou
emphasised the importance of developing
hi-tech industry and described various
investment projects to the delegation.

Mr Chen Guo, Mayor of Panyu and Mr
Li He, Deputy Mayor of Panyu invited the
delegation to lunch and introduced the
investment environment and preferential
policies in Panyu.

The delegation also visited the
Guangzhou Nansha Economic &
Technological Development Zone (GZNS).

During the visit, Mr He Hongsheng, Vice

" Director for GZNS, briefed the delegation

on the investment environment and policies
there.

All members of the delegation and the
officials they met agreed that the study tour
had been a success, and considering the
interesting economic developments
occurring in Guangdong, future exchanges
would be useful.
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Delegates attended a dinner hosted by Mr Wu Liang, (fourth from left), Senior Vice-Mayor of Guangzhou.
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Change in direction for regulators

ver the last two years there has
O been a shift in opinion among

financial regulators, following
recent crises, about systemic risk in
financial markets, according to Mr Mark
Jickling from the Congressional Research
Service, who spoke recently at a
Roundtable luncheon.

"There are two schools of thought
that have been debated by academics
for sometime. One is that financial
crises are symptomatic of
fundamental imbalances that cannot
be regulated and markets regulate
themselves. But the more popular,
upcoming, one is that markets are
inherently unstable and random
pieces of bad news can cause asset
price bubbles to burst. Once this
happens the markets go down and a
crisis occurs," he said.

Mr Jickling said that financial
regulators do not only over-regulate,
causing high interest rates and slow
growth, but also under-regulate
resulting in overheating of the
economy and bubbles forming.

"Hedge funds are a source of
systemic risk. If not regulated,
institutes may become highly
leveraged which may cause them to
fail in times of market stress. This
results in a contagion effect due to the many
linkages between institutions," he said.

Mr Jickling said this is where
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Mr Mark Jickling, Congressional
Research Service.
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transparen¢y was important.

"If exposure is high in leveraging,
investing into that institute should be
avoided," he said.

Mr Jickling said publicly trading
companies should record estimates of their
exposure to highly leveraged institutes so
that investors can make more informed

choices about where to invest.
"Capital requirements should be put on
hedge funds and derivative dealers and
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market discipline should be exercised by
investors," he said.

Mr Jickling said when times are good
safeguards are relaxed and crises can
develop as a result of bad risk management.

"Disturbances should be expected on a
regular basis. Risk models are inadequate
because they do not perform in crisis
conditions — regulators should rely on stress
testing," he said.

Mr Jickling believed the recent series
of crises will probably not result in any
direct legislation by Congress.

"When the series of crises ended the US
economy was strong. If there are no more
financial shocks then legislation on
regulation will not be introduced," he said.

Mr Jickling said no two crises were the
same so it was very difficult to predict them
or install an early warning system.

"It is impossible to speculate where the
next crisis is coming from or why it is
occurring — in this situation it is very much
a case of learning through mistakes," he said.

With the advent of online Internet trading
Mr Jickling said the increase volume of trading
would not necessarily increase the chance
of a crisis, but it has the potential to do this.

"There are many problems with online
trading — it is like gambling or playing a
videogame — many people are borrowing
beyond their means to invest in highly
inflated Internet stocks. Congress is looking
into this problem with a view to legislating,"
he said. &
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Treasury shares on trial

The Securities and Futures Commission (SFC) issued a consultation paper in December 1998 regarding the

introduction of treasury shares in Hong Kong. The consultation was undertaken in the light of the SFC's review of
the Share Repurchase Code. The Consultation Paper on Treasury Shares focuses on treasury shares as they relate to
listed companies.

The consultation exercise ended on 31 January 1999, but interested persons may request a copy of the consultation
paper from the SFC. The consultation paper is also available on the SFC Web site at www.hksfc.org.hk. E-mail

inquiries may be sent to: enquiry @ hksfc.org.hk.

By Gavin Nesbitt, Partner,
Deacons Graham & James

easury shares are shares that can be

I repurchased and held by a company

in treasury without being cancelled,

and which are available for resale by the

company at a later date. The Companies

Ordinance currently provides that companies

are required to cancel shares which have

been repurchased. It should be noted,

however, that the Companies Ordinance
allows repurchased shares to be reissued.

Arguments in favour

There are a number of arguments in
favour of introducing treasury shares. One
of the main arguments is that it would give
a company an increased ability to manage
the level of its capital in the same way as it

manages other resources. Treasury shares
also provide additional flexibility in fund
raising. Companies may find it attractive to
have the option of using their broker to
resell treasury shares in small lots through
the market at the full market price in
preference, in certain market conditions, to
the large rights issues and placings which
typically involve the shares being
underwritten and/or offered at a discount
to the market price.

Treasury shares would also permit a
company to invest in its own shares if it
considered that the returns from doing so
would be higher than that which could be
achieved from pursuing other business
projects. It is also argued that treasury
shares would allow the disposal of shares
without the restrictions applicable to new
shares, for example, the rules which
effectively prevent the issue of shares at a
discount to their nominal value would not

B B 058 45 & 3

apply, and compliance with certain
requirements of the Companies Ordinance
would not be necessary (for example, the
need for a general meeting to authorise the
allotment of shares and requirements
relating to amounts to be paid for shares
and the method of payment).

Finally, the procedures in managing
employee share schemes could be
streamlined if treasury shares were
introduced as they could be used to cover
the exercise of share options, and trust
arrangements may not be necessary.

Arguments against

Obviously there are arguments against
the introduction of treasury shares. One
of these is that there may be an increased
risk of market manipulation. The ability to
hold treasury shares may give companies
an opportunity to create a false market,
though it is recognised that the existing
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framework in which shares are
repurchased and cancelled is also open to
abuse in this way.

There is also increased risk of directors
seeking to benefit themselves personally.
Directors might be tempted to use the share
repurchase and resale mechanism as a way
to manage the company's share price in
such a way to benefit themselves rather than
shareholders generally.

Furthermore, share repurchases and
resales could be used to support artificial
share prices in certain circumstances (for
example, takeover situations or when the
company is attempting to secure further
debt or equity finance).

Anotherpossible concern is that a resale
of treasury shares could be used to
circumvent pre-emption rights, though itis
recognised that listed companies already
have significant flexibility under the general
mandate to do this.

While there may be considerable
support for introducing treasury shares,
rules and regulations would need to be put
in place to ensure abuses are minimised, if
not entirely avoided, which might result in
limiting the attractiveness of holding the
treasury shares in the first place.

Alteration of company law

The introduction of treasury shares
would require alteration of existing company
law and an amendment to the listing rules
of the Stock Exchange of Hong Kong (SEHK).
One of the main drawbacks of the proposal
to introduce treasury shares in Hong Kong
is that companies incorporated other than
in Hong Kong will only benefit from the
introduction if the law in their own
jurisdiction provides for treasury shares.
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At present, less than one-third of
companies listed on the SEHK are

.incorporated in Hong Kong; of the

remainder, most are incorporated in
Bermuda and (to a lesser extent) the®
Cayman Islands. These companies would
therefore be at a disadvantage unless the
laws in their own
jurisdiction were
altered.

An alternative to
treasury shares

In view of the fact
that potentially only
one third of the
companies listed on
the SEHK could take
advantage of the
introduction of
treasury shares, the
Consultation Paper
also explores
whether changes
should be made to
non-legislative
regulations, such as
the listing rules, in
which case all
companies listed on
the SEHK would be
affected no matter
where they are
incorporated. The
proposal is to introduce a new
mechanism to facilitate the reissue of
repurchased shares, as an alternative to
treasury shares.

However, the effect of this would only
be substantive as far as relevant company
law allows.
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Gavin Nesbitt, Partner, Deacons
Graham & James.
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The SFC proposes that, at any time
following the passing of a resolution
granting a repurchase mandate, an
application may be made by the company
to the SEHK for a block listing of shares
comprising the maximum number of shares
that the company could reissue on the
assumption that it
conducts share
repurchases to the
fullest extent during
the validity period of
its current
repurchase mandate.

The SEHK would
then grant a
standing
confirmation for the
listing of up to that
number of new
shares comprised
within the block
listing. The listing
status would apply
to specific shares at
the time of reissue,
subject to the SEHK
receiving one day's
prior notice of any
proposed issue of
shares pursuant to
that proposal. The
shares would be
treated as having
listed status one business day after. This
would clearly be a more cost-effective
and less time-consuming method than the
current system whereby a company is
required to apply for listing each time it
proposes to reissue shares which have
been repurchased.
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Summing up

It may be that the treasury share
proposal is much ado about nothing. The
major drawbacks are that it will potentially
only benefit one third of the companies
listed on the SEHK and it may prove
difficult and time-consuming to alter the
Companies Ordinance. The general
mandate usually taken by listed companies
in their annual general meetings to issue
new shares without first offering shares to
their shareholders (which usually includes
shares repurchased pursuant to the share
repurchase mandate) already provides
some of the benefits which are said to be
attributable to treasury shares (for

ML o MBI TR TE A R R IR A B 2 R R
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example, flexibility in fund raising) and
allows new shares to be issued quickly
anyway.

If, as will presumably be necessary,
there are:a limited number of treasury
shares that can be held and a limited time
for holding them, the result may not be
significantly different from the existing
position. In view of the proposed
restrictions and controls on treasury shares
as proposed in the Consultation Paper, the
commercial value and importance to listed
companies of having treasury shares
available is questionable.

The writér takes the view that the
alternative proposal to expedite the reissue
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of shares should be sufficient. Furthermore,
it would be easier to implement and would
be beneficial to all companies listed on the
SEHK. The new practice could be
monitored and, after a period of time,
reviewed to see whether the more extensive
regulatory and statutory changes are
necessary or appropriate.

As the consultation exercise closed at
the end of January 1999, it is expected that
there may be further developments in the
near future. W

This is an abbreviated form of an article
which first appeared in Company Secretary
magazine in March 1999.
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Suitable for :-
Exhibitions
Meetings
In-House Trainings
Sales Presentations
Press Conference
Workshops

For details please call
2823 1205 / 2823 1246

Theatre / Exhibition and Conference Centre

AT

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

Room Rates :- Chamber Members get 20% discount

Monday - Friday ~~ Theatre/Exhibition Conference Room 1 Conference Room2  Committee Room
Seating capacity 110 seats (1,300 sq ft) 40-60 seats (830 sq ft) = 15-30 seats (470 sq ft) 5-8 seats (135 sq ft)
09:00 - 17:30 $8,100 $5,200 $2,950 $840

09:00 - 13:00

13:00 - 1700 or $5,600 $3,600 $2,000 $580

Extra Time Per Hour | $_L54O $990 $550 $160
Includes — Overhead Projector, Whiteboard, Reception Area, Slide Projector, TV/Video recorder and Self-service Cafe Bar
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The Chamber's Old_est members

East Point was the location of Jardine Matheson's first

headquarters.
BRANEELRRNELRA

Chamber's oldest members we take a
look at Jardine Matheson who joined
on May 29, 1861.

In the second part of our series on the

Jardine Matheson

The Chamber and Jardine Matheson
have grown together, according to Mr
Anthony Nightingale, Director, Jardine
Matheson.

"Hong Kong has been our headquarters
since 1844 and it was only natural for us to
be interested in joining an organisation like

the HKGCC.
We have
helped and
supported
each other in
the past and |
think the
Chamber
safeguards
and represents
very well the
business
interests in
Hong Kong)"
he said.

Jardine
Matheson and
Co, Ltd, the
most famous
foreign hong
in China, was
founded in
Canton on
July 1, 1832,
29 years before it joined the Chamber. The
history of the Firm however begins in the
first years of the 19th century. Dr William
Jardine, a young doctor in the service of
the East India Company, and James
Matheson were the founders.

The establishment of the Firm was the
successful outcome of more than 12 years
of hard work on the part of these two
energetic Scotsmen.

In 1802, Dr William Jardine was
practising medicine on one of the East India
Company's vessels sailing between Calcutta
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(William Jardine) MEFBH - BIE (Jardine
Matheson) ©
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and Canton. At that time, the power of the
company in the Far East was still
formidable. Under a charter granted in the
17" century by Charles | of England and
several times renewed, the directors in
London's Leadenhall Street held a
monopoly of British trade between India
and China.

It was the custom, however, for the
Company's servants to conduct a certain
amount of private business of their own.
In order to regularise this, the East India
Company allowed each officer and
member of the crew a space equal to two
chests. What the men did with this space
was their own business. The doctor soon
discovered trade was more lucrative to
doctoring.

In Canton, DrJardine met a naturalised
Briton of Huguenot extraction named
Hollingworth Magniac and learned that
there were ways by which, to a small extent,
the monopoly of the East India Company
could be circumvented.

In 1819, Jardine left his first employer
and began the struggle towards establishing
his own private firm.

In the meantime, James Matheson was
in his uncle's business in Calcutta. His
uncle one day entrusted him with a letter
to be delivered to the captain of the British
vessel, which was on the point of
departure. James forgot to deliver the letter,
and the vessel sailed. His uncle was
incensed by this negligence, and it was
suggested that young James had better go
home. He took his uncle at his word and
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went to engage a passage to England.
"Why not try Canton instead?" An old
skipper advised him.

James Matheson did try Canton. And it
was there, in 1818, that he met Jardine. The
two men formed a partnership, which
included also Hollingworth Magniac and
Beale, an English inventor of clocks and
automata. At first they dealt only with
Bombay and Calcutta, the so-called
"country trade", but later they extended their
business to London.

The activities of these four men made
an important contribution towards bringing
to an end, in 1834 the monopoly of the East
India Company in China.

Jardine Matheson acquired the first
parcel of land, Lot. No. 1 at East Point, in
Hong Kong and began building offices
and warehouses. Opposite Lot. No. 1
stands today the Noonday Gun, which
still provides a daily time signal for Hong
Kong.

Jardine Matheson began to finance

.

Then: Jardine Matheson's building in Central.

BRURTENRIAE

shipments, open credit and offer general
merchant banking facilities. This was
due to increased freedom, which
foll owed .the conclusion of the war and
the formal cession of Hong Kong to the
British.

The process of building Hong Kong
now started in earnest; godowns,
wharves, offices and houses were built
and facilities for the handling of ships
were developed.

In 1844 the firm completed the move
of its headquarters to East Point, with a staff
of 20. In the same year the firm's Chinese
name, E-Wo (happy harmony) was
adopted. David Jardine, nephew of the
founder and now taipan in Hong Kong,
was one of the first two private citizens
(the unofficial members) to be appointed
to the Executive and Legislative Councils
in Hong Kong, starting a history of
contributions to policy making and
legislation in Hong Kong that has
continued to this day. B
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Now: Jardine House in Central.
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CSL

the only comprebensive event organising partner you need.

CSL

Comprehensive Services

* Exhibition organising

* Conference/seminar management
. Iérogramme arrangement

° Lorporate and cer '

. Roadshows il cvents

Sl e
ol Press Conferenceg

For enquiries, please contact:
Ms Carmen Ho / Ms Jenny Wong {
E-mail: csl@hkgcc.org.hk

Tel: (852) 2823 1291 / 2823 1268

Fax: (852) 2527 0380

Website: www.hkgcc.org.hk

Chamber Services Limited

A wholly-owned subsidiary of The Hong Kong General Chamber of Commerce




Chamber still busies itself
during summer lull

report outlining deliberations on
A taxation and other revenue issues

to be recommended for next year's
Budget was produced by the Budget 2000-
2001 and Policy Address Sub-Committee
of the Taxation Committee and discussed
at the Committee meeting on July 7. A
preliminary discussion was also held for the
Government's proposals of legislative
reform in the securities and futures markets
and whether there were any taxation/
accountancy implications.

The Legal Committee met on July 8 and
highlights of the meeting was a discussion
on the "rule of law" issue and suggestions
on how the SAR can promote itself
internationally as a business and
commercial centre, and emphasise its high
level of government and commercial
transparency. There was also preliminary
discussion and arrangements for studying
the Government's proposed legislative
reform of the securities and futures markets.

Led by Dr Eden Woon, Director of the
Chamber, a 25-member delegation visited
Guangzhou on July 8-9. The delegation
called on Mr Lin Shusen, Mayor of
Guangzhou, attended a dinner hosted by Mr

Wau Liang, Deputy Mayor of Gaungzhou,
and discussed the airport projects with heads
of the Office of Working Committee for
Relocation of Guangzhou Baiyun
International Airport. The delegation also
visited the Guangzhou Economic and
Technological Development District
(GETDD), Guangzhou Nansha Economic
and Technological Development Zone,
Huadu city and Panyu city.

The WTO working groups on banking,
investment, hi-tech, trading, textiles and
clothing and telecoms met and made
significant progress. All groups are in the
process of preparing a two-page summary
on how their sector will be impacted and
how they would position themselves when
China joins the WTO. These summaries
would form the basis for a comprehensive
report due to be completed in October.

A 13-member delegation from the State
Development and Planning Commission
arrived Hong Kong on July 5 for a five-day
visit. The delegation programme was
arranged by the HKCSI and included visits
to the Chamber, government departments,
distribution operations, the airport, estate
management and social welfare facilities.
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The HKCSI organised a Conference on
June 29 in Guangzhou with the
Management Consultancies Association of
Hong Kong. About 500 entrepreneurs from
the Mainland attended to hear Hong Kong
experts talk on "Management prerogatives
in a dynamic society".

The Hong Kong Franchise Association
is planning for a small-scale study on Hong
Kong franchise and chain store operators
operating in Mainland China. The aim of
the study is to identify areas of concern and
potentials for future development.

A new feature of "message sending" in
the membership directory of the Chamber
Web site has been launched. The feature
serves as an inquiry form for Web site
visitors to send messages to members via
email.

The front page of the Web site now
provides Hong Kong Business News
Highlights in a newly introduced scrolling
box. Each highlight can be clicked to view
the full story.

Check the Chamber Web site for the 31
tenders announced for Government
Supplies Department and nine for other
departments. B
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SPDC delegation to
Hong Kong

Invited by the Hong Kong Coalition of Service of
Industries (HKCSI) the State Development and
Planning Commission (SDPC) Director-General
of the Development Planning Department, Mr
Yang Weimin led a 13-member delegation to
Hong Kong from July 5-11, 1999.

The delegation consisted of state, provincial and
municipal officials responsible for economic
planning and development. The objective of the
visit was to learn from Hong Kong's experience
in development of tertiary sectors.

Delegates attended a lunch reception hosted by
HKCSI Chairman Stanley Ko, then called on Dr
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Eden Woon, Director of the HKGCC on the first  1pe delegation enjoys a harbour cruise - from left to right:

day of the visit. They also met with senior

Ms Yang Yuying, Deputy Department Head of the SDPC; Mr

officials from the Economic Services Bureau, Stanley Ko, Chairman of HKCSI and Mr Yang Weimin,
Trade and Industries Bureau and the Business Deputy Director-General of the SDPC
and Services Promotion Unit of the Financial S (£8) BXRHEDEESER - ﬁﬁiﬁ%ﬁi&§ﬁ§

Secretary's Office. The itinerary also included
visits to Hong Kong enterprises engaged in
distribution and retail, property management,

HRARBER -

public transportation, air cargo, convention and community services. HKCSI members and the delegates were also

given a networking opportunity on a boat trip around the harbour.

The SDPC's visit was sponsored by the Cable and Wireless HKT and Jardine Pacific Limited.
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Dr Eden Woon (right), Chamber Director, talks to delegation leader Mr
Yang Weimin (left), Deputy Director-General of the SDPC.
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Led by Mr Kassymzhomart Tokayev
Foreign Affairs for the Republic of

official/business delegation paid a v
and was warmly welcomed by Mr
the Arab and African Committee. T
enhance the trade relationship bet
Kazakhstan and to seek potential b
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Seminar on "Management TP
prerogative in a dynamic 099 x6m 208 >
society” June 29, 1999 :

Following the inaugural seminar of the Management

Consultancies Association of Hong Kong (MCAHK), i
the Hong Kong General Chamber of Commerce
together with HKCSI and MCAHK jointly organised
the second promotional seminar held in Guangzhou.
The seminar was also organised by the China Council
for the Promotion of International Trade Guangdong

Il
Ml

Sub-Council.

The seminar focused on how management

consultancy can help Chinese enterprises improve M

their competitiveness to meet the challenges that = p—

WTO W'," bring. . . Dr W K Chan, Secretary-General for HKCSI, introducing
The seminar was financed by the Services Support panel speakers from left to right: Mr Gregg Li, General
Fund of the Industry Department, and the Manager, Poon Kam Kai Institute of Management Hong -
Government of HKSAR. Kong University; Mr Anthony Griffiths, HKCSI Vice-

Chairman; Mr David Ng, Managing Director, Arthur
Andersen & Co and Mr Sidney Yuen, Executive Director,
Hong Kong Benchmarking Clearinghouse.
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), Deputy Prime Minister of
khstan, a 20-member

to the Chamber on july 13

e Cook (right), Chairman of
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bjectives of the visit were to : % ‘ ‘
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' Hong Kong and

ss partners in Hong Kong.
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NEW MEMBERS # € §

Helen of Troy (Far East) Ltd
Mr Donald Hall

Managing Director
Manufacturing

James Martin & Co #& X
Mr John Wai
Service

K & T Industrial Co
BREEAA

Mr Lik Hang Yue
RAOATSEE

Service

Luckyroad Investment Ltd
ERBEERAR

Mr King You Sang Ho
eIl 54

Director

Service

Min Hing Knitting Factory Ltd
MRS R R A

Mr Ping Kwong Chan
BRIF G B4

Trading, Manufacturing

McKenzie Ltd

Mr Karam C Azad
Director

Service, Trading

Mazen Industries Ltd
EREEAMRAA

Ms Lai Hing Cheung
SRR /N

Director

Trading, Manufacturing

Oriental Logistics Co Ltd
R HERRAT

Mr Samuel Lau

Bl st

Service

Ogilvy Public Relations Worldwide Ltd
BEQNKBERARL A

Ms Debby Cheung

sk HE/MA

Managing Director

Service

Primex Industries Ltd
REREEARAHA
Ms Fion Chiu
i+

Assistant Manager
Trading, Manufacturing

Pacific Hawk (HK) Ltd
TG (FE)ARAA
Ms Ann Cooley
FEL L

CEO

Service

P & A Company
XM 52 7

Mr Kam Hung Wong
RS
Trading

Quality HealthCare Medical Services Ltd
L B ARES A PR A

Mr S M Pang

ZFHXE

Chief Executive

Service

Quality HealthCare Asia Ltd
BT A RA )

Mr Philip Kirkwood

MiE a4

Executive Director

Service

RMJM Hong Kong Ltd
BFHRIERARAH
Mr Alex Chu

RISEA

Service

Welcome new members

MARE &R

Radiance Jewellery
FI R ELT

Ms Rebecca Lam
MEMZT L
Director

Trading

RoboClean (Hong Kong) Co Ltd
IR (FWH) ARA A

Ms Brenda Mei Fan Cheng
LIS

Service

R & D Jewelry (Design & Mfg) Co Ltd
Ms Dorothy Fung Ming Tong

JE B /MR

Director

Trading, Manufacturing

RPS Industries Co Ltd
Mr Nils Neckel
FlE T SE

Managing Director
Trading, Manufacturing

Sheng Liang Co
EBE SR

Mr Chung Man Kwok
MBERLE

Trading, Manufacturing
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CHAMBER FORECAST |
A

Aug 2-31, 99
Computer Training Course (Cantonese)

Aug 23, 99
Training Course: Understanding Your Tax Benefits & Allowances (Cantonese)

Aug 25, 99
Seminar on “How to Provide Excellent Customer Services & Handle Difficult &
Hard-to-Please Customers” (Cantonese with English Manual)

Aug 26, 99
Seminar on “Effective Performance Management” (Cantonese with English
Manual)

Aug 26, 99
“Services 2000” Regional Conference on Opportunities from Liberalisation of
Trade in Services (English)

Aug 30, 99
Training Course: Professional Telephone Skills for Receptionist, Junior
Secretaries and Other Frontline Staff (Cantonese with English Manual)

Sep 7-9, 99
Delegation to Xiamen (Putonghua / Cantonese)

Sep 9, 99
Subscription Luncheon with Mr John Tsang, Commissioner of Customs and
Excise (English)

Sep 14, 99
Seminar on “Business Files and Records Management” (Cantonese)

Sep 15, 99
Seminar on “Professional Selling Techniques for Sales Teams” (Cantonese)

COMMITTEE MEETING

Sep 7, 99 Legal Committee Meeting

Sep 8, 99 CSI Executive Committee Meeting
Sep 9, 99 Taxation Committee Meeting

Sep 9, 99 Economic Policy Committee Meeting
Sep 13, 99 General Committee Meeting

Sep 23, 99 Shipping Committee Meeting

Sep 30, 99 Europe Committee Meeting

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

’0
Z / Diary
- Dates

Auqust 26, 1999
9.00 am - 5.00 pm

“Services 2000” Regional Conference
on Opportunities from
Liberalisation of Trade in Services

Conrad International Hotel
(Enquiries: Ms Betty Law,
Tel 2823 1293)

September 7-9, 1999
Three-day Trip

Delegation to Xiamen
Led by Dr Lily Chiang, Chamber’s
Vice-Chairman

Xiamen, China

(Enquiries: Ms Ellen Liu,
Tel 2823 1299)

— e e ——

September 9. 1999
12.30-2.15pm

Subscription Luncheon with
Mr John Tsang,
Commissioner of Customs
and Excise

Island Shangri-La Hotel
(Enquiries: Ms Joe Cheng,
Tel 2823 1225)

October 7, 1999, 12.30 - 2.15 pm

Subscription Luncheon with
the Hon C H Tung,
Chief Executive of the HKSAR

Hong Kong Convention &
Exhibition Centre
(Enquiries: Ms Luka Lam,
Tel 2823 1253)
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i ight)
ER L UNCHEON:Mr L eungChun-ying (right),

Eglﬁ/rfor of the Executive Council, shakes hands |vwhrf'\(4ss

Maria Cheung, Executive Director, Hing Yu Metal Works.
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- ic Di tative, Vivendi
s yi left: Mr Eric Diers, Group Represen e,
Hi Pl S ?\i(i:: ?’g’ciigic. Third, left: Mr Thomas Tang,_IExecutlve
ST BT e Director, Hong Kong Productivity Council.
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0 LYCHEES, ANYONE? Mr He Hong Sh i
. " J » ANYONE? eng (first fi
: ‘ right), Senior Vice-Director, the Agdminigtlfaltﬁ)n rom
Committee of Guangzhou Nansha Economic and
Technical Developing Zone, hosted a meeting where
;lgguous lychees were on offer.
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DEL EGATIONDRESSES UP: The Chamber delegation to
Guangzhou (July 8-9) visited the factory of Warner-
Lamdert (Guangzhou) Co., L .
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