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A Balanced Policy Address

Andrew Brandler

he Chief Executive’s 2009-10 Policy Address

prioritised an extensive series of initiatives aimed

at enhancing our competitiveness, furthering the
development of our international trade, finance and
business centre, and promoting the development of the
talent we will need in the future.

As is the case each year, we presented our views on
the most pressing issues facing Hong Kong to the CE
some weeks before his speech to the Legislative Council.
In that submission, we highlighted several points that
were incorporated into the final Policy Address. Among
these are steps to speed the development of our wealth
management centre, measures to better utilise old factory
space, the provision of land for expanding the logistics
industry and the greater internationalisation of Hong
Kong’s education system.

Opver the past decade or so Hong Kong has emerged
as the only serious challenge to the New York-London
duopoly on global finance. In the beginning, only those
two cities’ stock exchanges took us seriously, but later we
came to the attention of the EU, OECD and G-20 as Asia’s
centre of gravity. The CE’s Policy Address recognises this,
and provides for concrete responses to the opportunities
emerging as Mainland China liberalises restrictions on
the Renminbi and expands its outward investment. We
urged the CE to grab the opportunity to solidify Hong
Kong as the region’s wealth management centre, and we
were not disappointed.

The CE also laid out plans to facilitate transformation
of antiquated flatted factories into more valuable assets
better suited to the 21st century. While we warmly
welcome the commitment to remove bureaucratic
barriers and reduce some of the financial hurdles in
this area, we will need to see proactive efforts to make
it happen. In particular, getting various government
departments to move, and quickly, in approving new uses
and innovative solutions to the challenges of upgrading
old buildings will be indispensable. After so many years
of trying to erase this blight on the landscape, it would
be a shame to find good ideas stymied by red tape and
unimaginative thinking.

Similarly, the decision to allocate space near the Kwai
Tsing container terminals for the further development of
the logistics industry is most welcome. Adding value to
moving boxes takes space, and the cost and availability
of land suitably close to our port facilities has been a
challenge to more rapid progress in promoting better and
more comprehensive trade and logistics services.

In the education arena, the CE opened the way for
providing our students with the opportunity to learn
more about the multi-cultural, multi-lingual world into
which they will graduate. The proposal to expand access
for Mainland senior secondary students will go a long
ways toward ensuring that Hong Kong’s future workforce
understands the subtle nuances of doing business in the
modern era.

Policy Addresses are expressions of priorities and vision.
By their nature, they cannot possibly cover every issue
in equal detail, but there are areas where we would have
wished for a greater emphasis. First, improving the quality

Improving the quality of
our air cannot, even for a
minute, be off the top of
the list of things that need
immediate attention.

of our air cannot, even for a minute, be off the top of the
list of things that need immediate attention. The severe
economic contraction has highlighted how much of our
pollution is coming in across the border, and how much is
home-grown. Although the more detailed Policy Agenda
specifies on-going efforts to better measure pollutants and
longer-term steps to reduce emissions, the lack of urgency
is palatable.

On the business front, the CE might have acknowledged
that the collapse of global demand has severely threatened
the livelihoods of thousands of Hong Kong companies,
and offered a helping hand. We feel that the half trillion
dollars worth of taxpayer money tied up in the fiscal
reserves should have been returned to those who paid it
at this time of greatest need. Reducing profits tax rates to
15% and suspending collection of all kinds of fees and
changes would have gone a long ways toward ensuring
the survival of more of our companies, and the jobs they
provide. &
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Gaming Set to Top British Pastimes
Britain has more online and
console gamers than anywhere else
in Europe, according to the 2009
U.K. National Gamers Survey. A
staggering 73% of those questioned
regularly play games, with many
ranking gaming as their favourite
pastime, ahead of surfing the
Internet and watching TV.

Young men between the ages of 13 and 19 spend on average 11 hours per
week playing games, and boys as young as 8 admit to gaming seven and a half
hours a week. The findings from TNS and Gamesindustry.com demonstrate that
gaming could soon start to replace the Internet and TV as the country’s favourite
pastime, and has already overtaken reading newspapers and magazines. Even the
historically smaller gaming segments are getting in on the act: 86% of girls play
games and an astonishing 42% of people over the age of 50 say that they spend
more time gaming than reading magazines.

5
2
Z
e]
2
4
=
9]
st
=
o]
=4
&
=
=8

goooooooooood
gopozo000000000000000000000000000000000000
00ooo0oooo7Bwooooooooooooooooooo0oobboobboobobo

goooooo
130 19000000000 1100000000080 000000DbOOOO0O7.50
HKGCC Members can send their news to editor@chamber.org.hk 00000000TNSOGamesindustrycomd 00000000000 00O0O0O0OO
Z:;sth:i':’:ez:ji':f”’"bered’igh“”d"a"d”“b"s" 0000000000000000000000000000000000000000
000000000000000 00 editor@chamber.org.hkD Jgo00o000o0o0obobobOosswodooooooobooboobOo42wbogso000n0g

g00o00o0o0o0oo00ooOoOoooooopooooon l:ll:l D l:ll:l D l:ll:l D l:ll:l D l:ll:l D l:ll:l D l:ll:l D
Work-Life Balance: The Guide

In the current economic climate, it -
is more 1‘mportant than ever that WorkLitfe Balance The Gaide
companies take steps to ensure that YA = -

they have an engaged, healthy and
productive workforce that will help
them ride the storm and emerge
even stronger when the good times
return. This publication highlights
the business case for work-life
balance — even in tough economic
times, and also provides practical
examples and advice on how to
adopt a more strategic approach to ! b
work-life balance initiatives.

The guide can be downloaded at
www.communitybusiness.org
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Type D Personalities More
Likely to Suffer from
Coronary Heart Disease
O00O00O00oOoooon

wareness on lifestyle-

related risk factors to heart
disease is growing, but a study
by the Chinese University of
Hong Kong shows that people
with “Type D personality” are
more likely to suffer from
coronary heart disease.
D personality people tend to
be overly worried, irritability
and gloomy, as well as inhibit
self-expression in social
interaction and lack self-
assurance.

In the Western population,
the prevalence of Type D
personality among patients
with coronary heart disease
varies from 18% to 53%. These
studies showed that Type D
personality was associated
with a 5-8 fold increased risk
of heart attacks and a 4-fold
increased risk of mortality.
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JOANNE HOYOUNG LEE/MCT

G20 Countries See Further Downturn in FDI Flows

G20 countries accounted for around two-thirds of both global FDI outflows
and inflows between 2007 and 2009, an UNCTAD survey reveals. Outward
and inward FDI flows of these countries declined by 10% and 13%,
respectively, in 2008, as compared to 2007. This decline continued during
the first half of 2009, UNCTAD said, leading to bleak prospects for the year.
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G20 FDI inflows, 2007-2009, by quarter (Billions of US dollars)
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Business Is Looking Up for IT

Senior executives in the IT and telecoms sectors are expecting a marked recovery

over the next six months, according to the latest Tech Sector Barometer, a

bi-annual survey published recently by the Economist Intelligence Unit.

Nearly three out of five of those surveyed say they expect demand conditions to
improve over the next six months. This reflects a sharp reversal in sentiment from the
first quarter of this year when just one in five expressed optimism. Only 9% of those
surveyed now expect demand to deteriorate, as opposed to 47% in the first quarter.
Key findings:

B 59% of those surveyed expect demand conditions to improve over the next
six months, compared to just 20% in the first quarter. Only 9% now expect
demand to deteriorate, compared to 47% in the first quarter.

B Confidence in the financial health of players in the tech sector has returned
over the past six months, with only 19% expecting finances to deteriorate.

B Asian tech executives are the most optimistic, with 77% of those surveyed
anticipating improved demand conditions, followed by North America with 66%.
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Jeffrey Lam is the Chamber’s Legco Representative.
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Policy Address Needs Follow-up Measures

Jeffrey Lam

hief Executive Donald Tsang’s fifth Policy

Address delivered last month focuses on

the long-term development of six key
industries and a series of economic stimulus
measures. I strongly support this direction, which
is in line with my long-standing lobbying efforts
to help Hong Kong businesses cope with the
financial crisis. Now that we have emerged from
the worst of the storm, we need to seize every
opportunity to ensure that the economic recovery
is sustainable. Developing these new industries to
complement our four traditional pillar industries
will help to drive Hong Kong’s future economic
growth.

However, I think the Policy Address didn’t
go far enough in offering assistance to SMEs.
Many businesses are still in need of short-term
assistance. I hope that the government will
continue to look into relief measures, such as
continuing the suspension of all business-related
government fees and charges. It will take some
time before the economy has fully recovered,
and with the future still full of uncertainties,
many enterprises still need liquidity to continue
operating.

I have been urging the government to extend
the Special Loan Guarantee Scheme through
2010. If it ends on December 31, 2009, as
scheduled, companies will find it difficult to
continue operating. In addition, SMEs engaged
in local trade only, and not involved in the
import-export business, are not covered by the
Hong Kong Export Credit Insurance Corporation
(ECIC). I hope that the government will expand
the insurance coverage of ECIC to protect
local traders, as well as continuing to support
exporters.

Revitalizing industrial buildings

While measures to develop the six industries
are to be welcomed, we need to be careful
that they do not produce the opposite results
that we are hoping to achieve. For example,
the government’s decision to encourage
revitalization of over a thousand industrial

TheBulletinJ OO0 NOV 2009 |Talking Points 0O OO | 11

buildings by waiving fees for changing land use
will encourage redevelopment or conversion of
many unproductive industrial buildings. It will
stimulate the development of creative industries
— all of which are exactly what the Chamber has
been advocating for years. However, there is a
danger that rents could shoot up and make it
harder for creative industries to thrive or get off
the ground.

These industrial buildings might also be
redeveloped into commercial real estate projects
like hotels, serviced apartments or restaurants,
which would significantly deviate from the
objective of promoting creative industries.

The government should come up with suitable
strategies and measures to encourage and promote
creative industries to avoid the new policy
backfiring.

In addition, I am pleased that the government
has adopted our recommendations to provide
more support for research and development into
innovative technologies. The Chief Executive
suggests earmarking $200 million in cash rebates
for companies to claim back 10% of their R&D
investments. This will encourage companies to
expand their research and development activities,
and have the added advantage of creating more
employment opportunities.

The fact that the former Vice-Chancellor of
the Chinese University of Hong Kong Professor
Charles K. Kao was awarded the Nobel Prize in
Physics has proven Hong Kong’s capabilities in
developing innovative technologies. However,
R&D may require years of investment before a
company will see any result — if at all. Therefore,
the government should offer more support for
sectors developing innovation and technology.
For some projects which lack capital but have
enormous potential, the government should see
what support or training it could provide so that
promising talent can blossom. &

If you have any views or comments, please send them
to me directly at, jefflam@fowind.com.hk, or visit my
Website at wwwjeffreykflam.com
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Alex Fong is CEO of the Hong Kong General Chamber of Commerce.
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The Future of Services Negotiation

Alex Fong

delegation from the Hong Kong Coalition

of Services Industries (HKCSI) attended

the Global Services Summit hosted by the
USCSI and held in Washington DC last month.

The summit was attended by over 400
businesses, government and other leaders from all
over the world, six trade ministers from the United
States, European Commission, Australia and
India, as well as a number of U.S. Congressional
leaders, former U.S. Trade Representatives and the
Director-General of the WTO.

The summit noted that at their September
meeting in Pittsburgh, G20 Leaders committed to
concluding the Doha round of WTO negotiations
during 2010. A key purpose of the gathering was
to generate ideas on how this might be achieved,
with the WTO currently seemingly stuck in a
logjam focused on agriculture and manufacturing.

The basic thrust of the Washington discussions
was to explore the possibility of using services as
a lever to help bring the Doha talks to a successful
conclusion in the WTO. We in Hong Kong welcome
this initiative, because of our huge reliance on
services. Services industries are our life-blood and
freer trade is our route to growth. Past discussion
in Doha has not placed enough emphasis on the
services sector and this summit has redirected focus
on services as a driver for global economic growth.

In particular, the Washington Summit saw a
number of ministers call for a horizontal approach,
covering agriculture, manufacturing and services
as a total package, as distinct from the current
sequenced approach of completing agriculture
and manufacturing negotiations before moving on
to services. However, a key issue is: who is going
to make the first move in offering to open up in
services?

Governments everywhere need to draw on the
energy of the G20 to help overcome difficulties to
achieve progress in the WTO.

The summit emphasized the role of services in
bringing multiplier benefits to the global economic
recovery. Services are fundamental enablers of
economy-wide productivity and increasingly
significant drivers of economic growth,
employment and development.

We are familiar with this story in Hong Kong. But
the story is increasingly relevant everywhere. Services
now constitute two-thirds of the world economy
and the fastest growing component of world trade.
Services are now the world’s dominant source of
global job growth. Trans-border services businesses
are the key to creating new economic activity not
only for Hong Kong but also in Mainland China and
indeed throughout the developing world.

Who is going to make
the first move in
offering to open up
In services?

It is important for economies to look at tasks
ahead on how to deal with services negotiations
in the future. Some are calling, for example, for a
new approach to facilitate the greater movement
of services talent. Some have identified a need to
update and expand the WTO agreements on tele-
communications and financial services. Much of the
negotiating effort on financial services is currently
going on in institutions other than the WTO
where the focus has been on increasing prudential
regulation rather than on ensuring market access
opportunities. This emerging institutional and
policy gap needs to be bridged via renewed focus in
the WTO. Some of these emerging issues may need
to be addressed on a sectoral basis; some of them
may require a plurilateral approach.

The time is therefore fast approaching for
governments and the business community to work
more closely to explore creative new approaches,
including building international support for a new
generation services agenda covering both regulatory
reform as well as trade and investment openness. ¥
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Building a Sustainable Supply Chain with

The ultimate goal of Fair Trade is to help
producers compete in the market, but not
to protect them from market competition,
write Dr Thomas Tang & Freda Tong
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a key engine of development. Glo-

bal trade in 2000 was 22 times that
the level of 1950 and world exports
have almost doubled over the last dec-
ade. However, global poor-rich dispar-
ity has grown rapidly simultaneously.
While the richest 10% account for 54%

I t is a common notion that trade is

of the world’s wealth, 2.5 billion people
are living on less than $2 a day. Accord-
ing to the classical free trade theory,
international trade based on compara-
tive advantage should benefit all. But
looking at the widening income gap, the
extreme poverty of farmers, and the col-
lapse of the Doha Round of the World

Trade Organization (WTO), something
must have gone wrong. Advocates of
trade justice have been exploring alter-
native trading systems which can pro-
vide fair benefits, and Fair Trade is one
of the proposed solutions.

Fair Trade advocates the payment of
a fair price as well as social and environ-
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Fair Trade

mental standards in areas related to the
production of a wide variety of goods.
Its strategic intent is to deliberately work
with marginalized producers and work-
ers in order to help them move from a
position of vulnerability to one of secu-
rity and economic self-sufficiency. The
intention of paying producers fairly is

NEWSCAST

good. However, critics argue that the
minimum price guaranteed by Fair
Trade is a kind of protectionism that will
prop up underperforming farmers and
make farmers dependent on the charity-
minded consumers in the West. What’s
more, it will encourage overproduction
and distort market prices.

The global market is not a level
playing field for all

If we are living in a perfect market
where there are a large number of inde-
pendent sellers and buyers operating
with equal information and power and
there is an absence of barriers to new
entrants, prices should reflect the true
worth of goods. But the reality tells us
that there are important power asym-
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does not reflect the true cost of the prod-
uct. In many cases, the negative external-
ities of production like resources deple-
tion, social instability, poor health and
working condition, are passed on to the
producers and the future generation. It is
natural for consumers to be price-sensi-
tive and opt for the most price competi-
tive products. But one should look at the
real price instead of the nominal price of
the product. In real terms, the Fair Trade
price paid to the producer may be much
lower than the so-called market price
which is artificially lowered. However,
by paying a guaranteed minimum price
that reflects the real social costs (human
wages, dignified working conditions,
social harmony, etc) and by setting
stringent environmental standards in

Fair Trade can shift the power structure
to favor the underprivileged.

metries in the global trading system that
have distorted pricing. Small-scale pro-
ducers in many developing countries are
confronted with the absence of several
key conditions on which classical trade
theory is based. Many of them lack mar-
ket access in terms of transportation,
language, education and market infor-
mation, making it easy for middlemen
or big corporations to use their bargain-
ing power to push the costs and risks
down the supply chain and create a race
to the bottom. One good illustration is
the contrast between the falling price of
coffee beans and the escalating price of
a cup of coffee at the retail end. Out of
a US$3 cappuccino at a cafe only 3 cents
goes to the farmer who grew the beans.
The current market prices paid to small-
scale producers in the developing coun-
tries in many cases do not reflect the
true level of productivity but the weak
bargaining power of the producers.

The disadvantaged producers and the
future generation are paying for the
externalities

At the same time, the lowest possible
price resulting from free market compe-
tition often does not cover the social and
environmental externalities and thus

Fair Trade certification, Fair Trade helps
align market competition with labour
and natural costs.

Fair Trade is about restructuring the
supply chain

As Adam Smith said in his book “The
Theory of Moral Sentiments,” if the
fruits of a society’s economic develop-
ment cannot be shared by all, it is mor-
ally unsound and risky, as it is bound to
jeopardize social stability. The unbalance
of power and the ignorance of externali-
ties in the current supply chain make it
unsustainable in long run.

The essence of Fair Trade is to restruc-
ture the current supply chain into a more
transparent, socially and environmen-
tally responsible one. By empowering
small farmers and laborers, Fair Trade
can shift the power structure to favor the
underprivileged. By cutting the middle-
men, more profit can go to the hands of
the vulnerable producers. At the retail
end, Fair Trade itself serves as a brand
name which stands for quality and thus
advertising and branding expenses can
be reduced. Under the Fair Trade supply
chain, the true productivity level of pro-
ducers and the costs of the products are
better reflected.




The ultimate goal of Fair Trade is to
help producers be self-dependent

Some people worry that Fair Trade
will make the non-competitive farmers
or producers dependent on the con-
scious consumers. There is a miscon-
ception here that people often perceive
Fair Trade products as overpriced prod-
ucts with no discernible improvement
in quality and regard buying Fair Trade
products as donation. It is true that
some consumers may buy the Fair Trade
products once for charity purposes. But
to sustain sales, the Fair Trade produc-
ers have to have good products, business
structure and management. The mini-
mum Fair Trade price is not something
that is just given by purchasers; it is part
of the trading relationship and places
obligations on producers in respect of
complying with Fair Trade standards and
improving quality and sustainability.

The ultimate goal of Fair Trade is to
help producers compete in the market,
but not to protect them from market
competition. Fair Trade empowers pro-
ducers with stable prices and long term
relationship, and thus they can be less
vulnerable to market fluctuation, have
long term planning and better respond
to market. The social premium in Fair
Trade, on the other hand, provides pro-
ducers with finances for development
projects such as building processing
facilities which will increase their share
of the export price. The co-operative

model also provides a good opportunity
to encourage best practice among small
farmers and producers, and that they
can get involved further along the supply
chain to improve information exchange
and cost efficiency.

Fair Trade should not be accused of
encouraging overproduction and
depressing world prices

Some critics blame Fair Trade for the
oversupply and fall of product prices
in some agricultural sectors. Given that
Fair Trade only accounts for less than
0.5% of the global trade, this is patently
misleading to state that Fair Trade can
affect the equilibrium prices.

Mostimportantly, Fair Trade should not
be deemed to be responsible for encour-
aging overproduction in the first place.
Overproduction takes place when farmers
are subsidized and encouraged to produce
more than is needed. Overproduction also
occurs when the market prices are too
low, so farmers produce more in order to
increase income. Lack of market informa-
tion and capital to properly decide and
diversify the crop mix further makes the
farmers less responsive to market changes.
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Through empowering farmers with higher
income and market knowledge as in Fair
Trade, farmers can diversify production
and be less dependent on a single crop,
such as coffee beans. One example in place
is the Fair Trade coffee farmers in Guate-
mala who have started to intercrop with
citrus fruits and bananas.

Vote with money

All in all, Fair Trade is not charity but
an alternative way of structuring the sup-
ply chain, which is fairer, more transpar-
ent and sustainable. But we should always
bear in mind that Fair Trade, like any
other model, is not perfect. It is also not
a solution to all trade problems. To make
trade really benefit all, a fundamental
revamp of the global trading system is
needed. While we may find it difficult to
change the trade rules, we can buy Fair
Trade products to cast a vote for the type
of world that we want to live in with every
bit of money we spend. ¥

Dr Thomas Tang is the former Executive
Director of the Global Institute for Tomor-
row (GIFT), and freda Tong is Program
l Manager for GIFT.
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the Minimum Wage
HEZRRELR

By David O’Rear
ooo

Evidence from other
price-fixing exercises
indicate that getting it
wrong can be expensive

n the second quarter of this year,
when the Census and Statistics
Department conducted its most
comprehensive wage-and-employment
exercise in history, 278,000 full-time
employees earned less than $4,000 per
month. A further 40,000 part-time work-
ers earned less than that amount, for a
total of 318,000 out of 3.35 million.
Add 199,900 unemployed people (a
5.4% unemployment rate) and the total
reaches 518,000 people who either have

no job (and wish they did), or earn
. ¥ less than $4,000 per month for

! fh

either full- or part-time work. That is
equal to 14% of the labour force, and is
the worst-case scenario for the impact of
a $4,000 a month ($22.50/hr) statutory
minimum wage.

In the worst case, all employees below
a (presumed) $4,000 wage rate are
declared to be illegally employed. Rather
than raise their wages, their heartless
employers simply fire each and every
one. This is perfectly legal, and imme-
diately increases the unemployment rate
from 5.4% to 14%, and sends the CSSA
caseload soaring.

gooooOoooooooo
ooboooooooo

Obviously, the worst-case scenario
needn’t be the most likely scenario, but
when considering comprehensive new
legislation, it can be a really good idea to
know what the downside might be, and
who will be most effected. After all, if the
unemployment rate is going to nearly
triple, it might be useful to budget for
more welfare spending.

Price fixing

A statutory minimum wage is noth-
ing more than a form of price fixing:
no transactions are permitted below

;!




the legal minimum price for an hour’s
labour. Without such a law, wages are
set by the market every time a will-
ing employer agrees to hire a willing
employee.

Evidence from other price-fixing
exercises indicate that getting it wrong
can be expensive. In Europe, lakes of
surplus milk and mountains of cheese
were the legacy of a mispriced policy
some years back. The consequences for
the families of workers priced out of the
market are more severe, and must be
taken into account when fixing the price
of labour.

Having disposed of the worst-case
scenario, what might be a more likely
outcome? Clearly, there will be some
workers earning less than the minimum
wage who will not be laid off, and just
as clearly there are others who will lose
their livelihoods. To gauge a more likely
scenario, it is necessary to guesstimate
the ratios of these two groups.

Scenario 1 assumes (without any
basis, but purely as an exercise in meth-
odology) that two-thirds of all employ-
ees earning less than $3,000 a month
are fired, and one-third of those earning
between $3,000 and $4,000. The extra
126,000 people added to the existing
199,900 unemployed would, by simple
math (and, by law), increase the unem-
ployment rate from 5.4% to 8.4%.

Scenario 2 assumes, on the same
basis, that the minimum wage is set

not at $4,000 ($22.50/hr), but at $5,000
per month ($25/hr). At that level, it
stretches credibility to assume that any-
one earning less than $3,000 will remain
employed. That adds 154,000 to the
ranks of the unemployed. If we apply
our arbitrary two-thirds / one-third
rule to those earning $3,000 to $4,000
and $4,000 to $5,000 (respectively), the
price in terms of newly unemployed
rises by 418,000, to 11.4% of the labour
force.

The three scenarios sketched above
use cold data and simple math to show
what might be the consequences of get-

ting the price of labour wrong. As is the
case with almost all economic models,
no consideration is given to the lives of
the people affected, or the cost to the
public purse to provide them with some
form of assistance. One may rant and
rave against the stone hearts of employ-
ers unwilling to drive their businesses
into the ground in order to pay workers
30% or 60% more, but one also might
hope that those responsible for setting
the legal minimum price for an hour’s
work also take into consideration the
possible effects on those unable to com-
mand a higher wage.

Did I mention that between 63% and
66% of the newly unemployed would be
women? And, that equally high propor-
tions would be less well educated, less
skilled, less experienced and generally less
fortunate than the average worker? ¥
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The Roller Coaster Price Ride

he U.S. is currently in deflation,

for the first time since the
1950s. While the situation is highly
unusual in recent decades, that
wasn't always the case. While most
would accept that the economy
was in deflation more than half of
time in the 1930s, how many
would guess that deflation
occurred nearly as often — 60 out
of 120 months - in the 1920s?

In the 1940s, the recovery, war
and subsequent inflationary spike
kept deflation at bay for all but 10
months (8.3%), but the ratio shot
up to 25% in the first half of the
1950s. Then, in what came to be
known as The Great Moderation,
prices refused to fall from one year
to the next for an astonishing 53
years and three months.
> Deflation in the 1920s averaged

4.2%. During months when

prices did rise, they did so by an

average of just 1.3%. In the
1930s, deflationary months
averaged 5.7% declines while

inflationary ones rose 2.4%.
> Most of us might guess that the

most inflationary five-year

period of the last century was

1975-79, but we’d be wrong.

Records only go back to 1913,

but they do indicate that

1915-19 saw average 11.8%

inflation, compared to 8.1% in

the late 1970s.

> Would you guess that the late
1930s were less inflationary (or,
more deflationary) than the late
1920s? If so, you’d be wrong, as
the end of the Roaring Twenties
saw just 0.1% price hikes as

compared to 0.8% in 1935-39.

Hong Kong’s 1997-2004
deflation lasted for 69 months,
averaged 2.8% and occurred
during just over half of the months
in that seven year period. On that
basis, it was as long as the worst
of the U.S.” Great Depression,
although only half as deep.
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China Taxes HE

e State Administration of Taxation

(SAT) and the State Administra-

tion of Foreign Exchange (SAFE)

have in the past issued various circulars

on the procedural and documentation

requirements on foreign exchange remit-

tance. However, the increasing complica-

tions in cross-border transactions may

have created difficulties for tax authorities

and designated foreign exchange banks in

providing tax clearance and remittance
approval on a timely basis.

Foreign exchange remittance
facilitation
In an effort to facilitate foreign
exchange remittance, the SAT and SAFE
jointly issued the circular Huifa
[2008] No. 64 (Circular 64) uni-

fying the situation when a Tax Certifi-
cate is required.

Circular 64 provides that a Tax Cer-
tificate is only required if each foreign
exchange remittance exceeds US$30,000
and the scope of payments falls within
the following:

B Service income sourced from China;

B Payroll compensation received by over-
seas individuals working in China;

B Capital related items such as dividends,
interest and guarantee fees etc;

B Rental income from finance lease,
gains from transfer of immovable
property, income from equity transfer.

PRC enterprises and individuals
making a foreign exchange payment
that falls within the above require-

Winnie Ng is Tax Principal at Deloitte Touche Tohmatsu.

ooooOooooooa

ments should apply for a Tax Certifi-
cate endorsed jointly by the relevant
national and local tax authority. In
applying for a Tax Certificate, copies
of the following documents should be
provided:

B Relevant service contract;

B Invoice demanding payment by the
foreign enterprise;

B Tax payment/exemption certificates
issued by the tax collection author-
ity;

B Other documents as required by the
relevant tax authority.

It should be noted, however, that
even if a Tax Certificate is not required
for the foreign exchange remittance,
the payer of income should still ful-




Foreign enterprises operating in the
Mainland should be aware of
designated timelines on all required
registrations, tax reporting and
withholding requirements,

writes Winnie Ng
00000000000000000000
00000000000000000000

fill its tax withholding obligations in
accordance with relevant law and reg-
ulations.

Strengthening of tax withholding
obligations on passive income
derived by non-residents

Tax withholding serves as an effec-
tive means to ensure proper collection
of tax revenue by tax authorities on
China sourced income derived by non-
residents. Generally, the payer of pas-
sive income, such as dividend, rental,
royalty, interest, and capital gains etc,
has the tax withholding obligations on
amount paid or due to be paid to non-
residents.

As part of a tax collection tightening
effort, the SAT has issued the tax circu-
lar Guoshuifa [2009] No.3 (Circular 3)
detailing the compliance and record fil-
ing requirements by resident payers.

Circular 3 has the following impor-
tant implications:

M introduced a new contract filing and
withholding registration require-
ment by the withholding agent
within 30 days of contract signing;

B reinforced that the withholding obli-
gations start at the time when the rel-
evant payment is made or when the
relevant sum is accrued for payment;

B clarified the tax reporting arrange-
ment for offshore equity transfer
involving non-resident contracting
parties.

In the past, the tax reporting and
withholding requirement on offshore
equity transfer where both the seller
and buyer were non-residents and the
equity transfer agreement was con-
cluded overseas were unclear. Circular
3 has confirmed that there is no tax
withholding agent on offshore equity
transfer and the offshore seller or its
appointed agent has the tax report-
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ing and tax settlement obligation in the
PRC. It has also provided that the target
PRC entity, when updating its tax regis-
tration record for change in sharehold-
ers, should provide a copy of the equity
transfer agreement to its supervisory tax
authority for record. It also requires the
target PRC entity to “assist” its in-charge
tax authority in collecting tax revenue
from the non-resident seller. However,
Circular 3 has not provided further
details on what “assistance” should be
provided by the target PRC entity and
it remains to be seen how this will be
implemented in practice.

Tax administration on contract
engineering and labor services
provided by non-residents

Asa further step to enforce the tax col-
lection effort, the SAT has issued Decree
Number 19 (Decree 19) specifying the
tax registration and filing requirements
for contract engineering and labor serv-
ices provided by non-residents in the
PRC.

Decree 19 has the following implica-
tions:

B Introduced project filing and with-
holding registration requirements by
the respective non-resident and PRC
contracting party within 30 days of
contract signing.

B Introduced project status and pay-
ment status reporting requirements
by the PRC contracting party within
30 days upon receipt of an invoice for
payment.

Observation

The series of circulars discussed about
shows the strengthening of tax collec-
tion effort by the SAT on China sourced
income derived by non-residents. For-
eign enterprises and designated with-
holding agents in China should be
aware of the designated timelines on
all required registrations, tax reporting
and withholding requirements as well
as the situation when a Tax Certificate is
required to ensure a smooth remittance
process. ¥

COFACE BUSINESS CREDIT INFORMATION

DOUBTS ABOUT YOUR CUSTOMERS LAID TO REST.

HONG KONG : (852) 2585 9188

WEBSITE : WWW.COFACE.COM.HK | E-MAIL : COFACE@COFACE.COM.HK

Coface’s mission is to facilitate global business-to-
business trade. Coface is a subsidiary of Natixis and
it has a direct presence in 67 countries.

coface®

YOUR TRADE RISKS, UNDER CONTROL.

Money Lenders Licence No. 367/2009
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What Price Good Health?

There are more than 1,200 cases of sudden death in Hong Kong reported
outside the hospital every year, with 74% of cases being individuals in the
workforce. What’s more alarming is the average age of people
dying in this way is only 42 - an age which is considered to be the most

productive of our lives.

long working hours, lack of exercise, stress, poor diet

and smoking are some of the attributes that are most
commonly found in Hong Kong’s working population. These
bad habits put us at a higher risk of disease (including cancer),
and can eventually deteriorate our health at a young age.

You may not be surprised to learn that heavy workloads,

And it's not just the employees who suffer. It is estimated that
poor staff health in the workplace is costing the economy up to
HK$1.9 billion indirectly every year.

To help turn things around for a win-win situation, World
Cancer Research Fund Hong Kong (WCRF HK) has recently
launched a Healthy Workplace Challenge programme to
provide employers with a one-stop resolution that will benefit
their businesses in the long run.

Healthy Workplace Challenge

Benefits for companies signing up for the Healthy
Workplace Challenge

An initial health assessment of the workplace followed
by tailored advice and guidance

An annual Healthcare Day for your workforce
Complimentary health education materials for all
employees

A direct enquiry phone line for staff to obtain personal
advice on diet and lifestyle

A year-end Healthy Workplace review to assess progress
Year-round professional health tips and information
Free entries to WCRF HK’s signature health-promotion
events

Extensive public recognition and exposure for the
company

Attractive cost-saving benefits for staff

Exclusive use of the Healthy Workplace sticker and
logo for public recognition

and much more...
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Healehy ¥ orkplai e
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Join us and achieve a healthier workforce!

Find out if your company is a Healthy
Workplace by completing a survey at
www.wcrf-hk.org. Upon receipt of your
completed survey, you will receive a
Healthy Workplace Challenge Information
Pack from WCRF HK to take you on the
road to a healthier workplace!

World Cancer
Research Fund
Hong Kong

(06N ) 16 0 0 0 20 o 1 SR

Heidi Lau, General Manager of WCRF HK, explains the goals
behind the programme. “As a charity dedicated solely to the
prevention of cancer through the promotion of a healthy diet
and lifestyle, we believe that the ultimate way to achieve
this goal and promote public health is through the concerted
actions by various groups of society. These groups include
not only the government, health policy-makers, industry and
consumers, but employers too as an important and influential
group who have the responsibility to make it easier for staff to
make healthier choices in the workplace.”

Beatrice Mok (third from right, front row), Director of Easy
Partner Limited, a general consulting firm in customer service,
property and hospitality industry, values personal health and
wellness highly, and wishes to share these important aspects
of life with her staff in the workplace.

“With the hustle and bustle of everyday life, it is important that
we all learn to relax and renew ourselves through rest, exercise
and a good diet — to minimize stress, avoid illness, and boost
up energy to handle our daily tasks.”

“We treasure the opportunity and professional advice provided
by WCRF HK through the Healthy Workplace Challenge, to help
our team reach the goal of total integrated health and wellness.”

For enquiries about the Healthy Workplace Challenge
programme, please call 2529 5025, email healthyworkplace-
hk@wcrf.org or visit www.wcrf-hk.org

Supporting Partners of Healthy Workplace Challenge
Employers’ Federation of Hong Kong

Hong Kong Dietitians Association

Hong Kong Nutrition Association

Narcotics Division, Security Bureau, HKSAR Government

Physical Fitness Association of Hong Kong, China
(Names are listed in alphabetical order)
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Sun Refuses to Shine
on Alternative Energy Sector
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From boom to gloom - new energy v fi

N N I

themselves in a difficult position By Ma
0000000000000 00000000

e State Council announced ear-
lier this year that emerging indus-
tries developing wind power and

polysilicon technologies are suffering
from over-investment, which is creating
excessive overlapping and over capac-
ity problems. At the end of September,
the government announced that steps
would be taken to rein in six key indus-

tries, and warned that regions violating
regulations would be reprimanded.

At the Davos Forum held in Septem-
ber, officials of the National Develop-
ment and Reform Commission reiter-
ated that China wishes to develop new

energy technologies. However, some
industries in the country are facing over

capacity. To prevent a bubble in the sec-
tor from bursting, the government has
drafted a new set of guidelines to slowly
let the air out.

Wind power was once regarded as the
sunrise industry of the 21st century, and
polysilicon as one of the most lucrative
businesses in history. However, these two
sectors have begun to lose steam after
just a few years of development. Industry
experts suggest the flying start was due
to the government’s sustainability strat-
egy to develop clean solutions to allevi-
ate pressure on the environment. It also
helped to kick-start support industries.

Many developed countries have also
set ambitious targets for clean energy

to not only reduce their carbon foot-
prints, but also to be a major engine
of future economic growth. This has
encouraged innovation and upgrad-
ing of traditional industries in China,
as well as spurred expansion plans
into the global market. Unfortunately,
recent data show the new energy
industry is not exactly off to the best
of starts.

Wind power:
The gloom after the boom

Since 2004, the capacity of wind tur-
bines in China has been growing at an
annual rate of 100%, from 764 thou-
sand kilowatts (kW) in 2004 to 12.153




million kW last year. The Chinese Wind
Energy Association estimates that wind
turbines installed in 2009 will generate
an additional 8 million kW. Many over-
seas wind turbine manufacturers have
also set up production bases in China,
which has intensified competition in the
market.

That figure could be higher were it
not for inadequate feasibility studies,
inappropriate designs of power grids and
equipment, which have put some wind
farms in a difficult situation. According
to the State Electricity Regulatory Com-
mission, after a flood of investment in
the wind power industry over the past
five years, approximately 20%-30% of
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China’s wind turbines are lying idle.
Rather than benefitting from the advan-
tages that these new energy technologies
were expected to bring, many are little
more than wasted resources and money.

Polysilicon: worsening situation of
overlapping development

Currently, the core technology
for refining polysilicon is mainly in
the hands of foreign manufacturers.
Before the financial crisis, when China’s
demand for polysilicon was ballooning,
manufacturers limited output to push
up prices. Within three years, the price
had risen from around US$30 per kilo-
gram in 2005 to US$500 in 2008, despite
production costs remaining around
US$25-30.

The huge profits spurred invest-
ment in polysilicon manufacturing in
China, but the financial crisis pushed
prices down to US$50-70 per kilogram.
Despite this, investors seem unfazed.
According to research conducted by
China Jianyin Investment Securities, in
the first six months of 2009, around 50
Mainland firms were either building or
expanding polysilicon production lines
to the tune of over 100 billion yuan.

If all these production lines run at full
capacity, output will more than double
annual global demand. The huge invest-
ment they have sunk into this business
makes it difficult for them to cut their
losses and run. However, losses could be
worse if they continue.

Stop running after GDP growth

One cause of over investment could
be due to local governments blindly
chasing GDP targets. Since new energy
projects are capital intensive, they bolster
local GDP numbers, and as new energy
projects are under the government’s
encouraged list, approval is simple.

While a step in the right direction,
unfortunately, China’s sustainability
ambitions are ahead of its technology.
Consequently, many enterprises have to
import technologies to push out prod-
ucts without first conducting market
research or feasibility studies. This cre-
ates problems. For example, some wind
power companies in Inner Mongolia
reported making huge profits in a rela-
tively short time after buying designs for
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wind turbines from Europe. However,
due to the region’s unique climate, they
were not designed to deal with the con-
ditions there. Consequently, one third of
wind turbines connected to the national
grid in Inner Mongolia are idle.

Optimizing the industry’s development

Industry watchers say part of the
problem is due to over reliance on gov-
ernment support. This is a necessary
evil, because until the sector becomes
more mature, market and policy fluc-
tuations can easily wipe out businesses.
As such, investors should keep in mind
the following points:

1. In previous years, the government
provided tax and land incentives to
encourage investment in the industry.
Policies now need to focus on stimu-
lating market demand to offset over
capacity.

2. The government should support
domestic companies’ R&D efforts
to reduce dependence on imported
technologies.

3. The energy sector has a long ROI
period and high investment risk.
Therefore, a standardized monitor-
ing system would help to reduce
risks. However, the State Council has
decided to relax its rules on supervi-
sion. For example, wind turbines,
based on international practices, need
to have undergone trials for three
years before they can be commercial
sold. China has decided to relax this
restriction to encourage wider imple-
mentation.

The National Development and
Reform Commission, Ministry of Com-
merce and Ministry of Finance, jointly
released the “Circular Concerning the
Issue of Catalogue of Technology and
Product Import Encouraged by the State
(2009)”recently, which removed three
manufacturing technologies relating to
wind power equipment from the list.

The move shows that the government
has started to face up to the problem of
overlapping development. More policies
are expected to be introduced to steer
the sector’s development, while new
energy industries, such as wind power
and polysilicon, will undergo a complete
revolution — the survival of the fittest
has just begun. &
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Win an economy class roundtrip ticket to any
one of Lufthansa’s destinations in Europe!

For EVERY successful referral of a new Corporate Member from now until
30th November 2009, you will have ONE entry into the Lucky Draw to win
the Grand Prize.

Simply fax us the contact information of the prospective member, and
we will do the rest for you. Remember, the more members you help us
recruit, the greater your chances of winning!

gat 2823-1203 or

For inquiries, call Ms Sharon Chun
€mail: membership@chamber.org.hk or fax: 2821-9503

Member-Get-Member Grand Lucky Draw
Please fill in the form below and fax/email it back to us if you wish to refer a new
Corporate Member:

Your name: Your contact no.:

Your company name:

Prospective Member

Your name: Your contact no.:

Your company name:

Sponsor:
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Adoption of accounting
standard means companies
will be preparing accounts on
a consistent basis
0000D000000000000
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By Paul Pacter

mall- and medium-sized enti-

ties pervade the business world.

In virtually every jurisdiction,
from the largest economies down to the
smallest, over 99% of companies have
fewer than 50 employees.

In most jurisdictions, the law requires
all or many of those companies to pre-
pare financial statements and, often, to
have them audited. In the European
Union alone, for example, over 5,000,000
of the 21,000,000 business entities have
a statutory reporting obligation. In
Hong Kong, our Companies Ordinance
requires all registered companies to pre-
pare financial statements that give a true
and fair view of the company’s state of

affairs at the end of its financial year

(a balance sheet) and of its results for the
year (an income statement), except that
very small companies are permitted to
prepare only a balance sheet. In all cases
the financial statements must be inde-
pendently audited. Here in Hong Kong,
over 740,000 private companies are reg-
istered with the Companies Registry, as
are 10,000 public companies.

Why an IFRS for SMEs Is Needed
Which accounting standards do SMEs
follow in preparing their financial state-
ments? The global trend, in the past dec-
ade, has been for jurisdictions to adopt
International Financial Reporting Stand-
ards (IFRSs) directly or to converge their
local standards with IFRSs. For listed

IFRS Benefits for SMEs
Coming to Hong Kong

ROEREIRMEHEENRETFERE

companies today, over 110 jurisdictions
mandate IFRSs. IFRSs are designed to
meet the needs of public capital mar-
kets and consequently address complex
transactions, provide extensive detailed
guidance, include a range of fair value
and present value measurements, and
require literally thousands of disclo-
sures, many intended to meet the needs
of long-term equity investors. The 2009
bound volume of IFRSs has grown to
2,855 pages.

In Hong Kong, as in many other
jurisdictions, this complexity has been
pushed down to SMEs due to conver-
gence of local accounting standards
and IFRSs or direct adoption of IFRSs.
Small companies frequently say they

Paul Pacter is Director of IFRS Global Office, Deloitte China, and (concurrently) Director of Standards for SMEs

at the International Accounting Standards Board (IASB), London.
PaulPacter0 0000000000000 OCOOOODOOOOOOOOOOOOOOO@ASBDOOOOOOOODOOOO




find full IFRSs burdensome, and that
the resulting financial statements are
off-target in terms of the users of their
financial statements, who are more
interested in information about short-
term cash flows, liquidity, and solvency.

A reality in some countries is that
the quality of implementation of full
IFRSs (or converged local equivalents)
is substandard. And where jurisdic-
tions have developed their own SME
standards, these often have serious
limitations from a user perspective, are
not readily understood by lenders and
other capital providers, particularly
across borders, have limited support
(such as textbooks and software), and
sometimes are weakly enforced. World
Bank studies of 83 developing and
emerging jurisdictions found that most
have significant shortcoming in finan-
cial reporting by SMEs — shortcomings
that impede economic growth.

If capital and credit providers do
not understand or have confidence in
the financial information they receive,
an SME’s access to, and cost of, capital
suffer.

How Does the IFRS for SMEs

Compare to Full IFRSs?

The IFRS for SMEs, issued by the
IASB in July 2009, responds to these
concerns. Itis self-contained, 230 pages
long (less than 10% of full IFRSs), tai-
lored for the needs and capabilities of
smaller businesses, and is understand-
able across borders. Compared with
full IFRSs (and many national GAAPs),
the IFRS for SMEs is less complex in a
number of ways:

B Topics not relevant for SMEs are
omitted. Examples: Earnings per
share, interim financial reporting,
and segment reporting.

B Where full IFRSs allow accounting
policy choices, the IFRS for SMEs
allows only the easier option. Exam-
ples: No option to revalue property,
equipment, or intangibles; a cost-
depreciation model for investment
property unless fair value is read-
ily available without undue cost or
effort; no ‘corridor approach’ for
actuarial gains and losses.

B Many principles for recognising and
measuring assets, liabilities, income

and expenses in full IFRSs are sim-
plified. For example, amortise good-
will; expense all borrowing and R&D
costs; cost model for associates and
jointly-controlled entities; no avail-
able-for-sale or held-to-maturity
classes of financial assets.

B Significantly fewer disclosures are
required (roughly 300 versus 3,000).

B And the standard has been written in
clear, easily translatable language.

To further reduce the burden for
SMEs, revisions to the IFRS will be lim-
ited to once every three years. You can
download the standard here: http://
go.iasb.org/IFRSforSMEs

The standard is available for any
jurisdiction to adopt, whether or not
it has adopted full IFRSs. Each juris-
diction must determine which entities
should use the standard. IASB’s only
restriction is that listed companies and
financial institutions should not use it.
It was effective immediately on issue.

To support implementation of the
IFRS for SMEs the IASB’s Foundation is
developing comprehensive training mate-
rials, which will be downloadable free of
charge. And in 2010 the IASB staff will
conduct 3-day train-the-trainers work-
shops regionally throughout the world.

What Has Been the Take-Up of the
IFRS for SMEs So Far?

The standard was just issued in July
2009. A survey of world accounting
standard setters conducted in Septem-
ber found that, of 51 responding juris-
dictions, 31 plan to require or permit
the IFRS for SMEs within the next three
years, 11 have no plan to do so, and 9
are undecided. Since that survey, at
least a half-dozen additional countries
have announced plans to adopt.

Can the IFRS for SMEs Be Used in
Hong Kong?

In Hong Kong, standards for prepar-
ing financial statements are set by the
Hong Kong Institute of Certified Pub-
lic Accountants (HKICPA). Since 2005,
Hong Kong Financial Reporting Stand-
ards (HKFRSs) have been virtually
word-for-word identical to IFRSs. In
2005, the HKICPA also adopted a spe-
cial SME standard that can be used by
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non-financial private companies that
have no subsidiaries if all owners agree.
It’s a pretty ‘bare bones’ standard. For
instance, a cash flow statement is not
required (bank lenders to SMEs univer-
sally say they need such a statement);
all financial instruments are measured
at amortised cost (even if held for trad-
ing or quoted); derivatives, deferred
taxes, and pension obligations are not
recognised; and issues like equity com-
pensation, employee benefits, discon-
tinued operations, and assets held for
sale simply aren’t addressed.

There are indications that the
HKICPA is planning at least to permit
the IFRS for SMEs in Hong Kong. Paul
Winkelmann, President of the HKICPA
and chairman of its accounting policy
committee, is quoted in the SCMP (24
September 2009): “The adoption of
this standard throughout the region
means you're going to have companies
preparing accounts on a consistent
basis.... I would have liked to have the
standard in place [in HK] by the end of
this year, but I am not sure we are going
to make that. On the other hand, I'm
not so sure a date is important because
we’re making the standard available for
those who wish to use it voluntarily.”

Many global accounting groups wel-
comed the IFRS for SMEs when it was
issued in July. The World Bank said it
is a “valuable reporting framework for
smaller entities that is more respon-
sive to the size and ownership of their
operations, and should help improve
their access to finance”. And the Inter-
national Federation of Accountants
said the standard “will contribute to
enhancing the quality and comparabil-
ity of SME financial statements around
the world and assist SMEs in gaining
access to finance. The beneficiaries
will be not only SMEs, but also their
customers, clients, and all other users
of SME financial statements.”

Those kinds of benefits are the rea-
son the IASB developed the standard.
An important public interest is served
when those who provide capital have
good information on which to base
their lending, credit, and investment
decisions. The IFRS for SMEs will
bring those benefits to Hong Kong and
the rest of the world. &
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(above Admiralty MTR Station)
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Soft Skills

Can Be Hard to Learn
5 EE W ERF B

So-called “soft skills” have taken a much a
higher profile in recent decades, especially '
since emotional intelligence has been shown
to be a key indicator for identifying top
performers. Yet some personality types still
{ have a tough time grasping the value of soft
skills, let alone the skills themselves.
0000000000000000000000000 »
0000000000000000000000000
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0000000000000000

By Dan Bobinski

he workplace continues to see “bully

bosses” rising into senior manage-

ment positions, relying on intimi- “
dation to get short-term results instead of
building solid organizations with the help
of good interpersonal skills.

For example, one senior manager I know
gets great results, but his command and
control approach pushes and manipulates r
people. A quick look at the bottom line for
his team is impressive, but when consid-
ering other factors, such as turnover and
average levels of productivity, his numbers
start to lose their glamour.

Some people use intimidation to climb
the corporate ladder, but what they don’t
realize is that such results aren’t long-last-
ing. Intimidated people are more obedient
than engaged, which creates a wonderful
ego stroke for the manager, but no compel-
ling drive toward unity or internal strength
for the company.

Dan Bobinski is a training specialist, author, and an accomplished keynote speaker. He's been the president of Leadership Development, Inc., providing workforce and
management training to Fortune 500 companies as well as smaller, regional concerns for more than 18 years.
Dan BobinskiDl O 00000000000 OCOOOOOOODO Leadership Development, Inc.0 0000180 0000005000 000000000000 O0OOOO




What are the obstacles?

As a certified behavioural analyst I
know that people demonstrating “Type
A” personality traits are the least likely
to see the value of interpersonal skills.
Type A traits typically include (but are
not limited to):

B Pushing employees to get things done
quickly

B Getting angry with people over insig-
nificant events

B Openly criticizing employees about
mistakes

B Being combative or contradictory,
always needing to win

B Displaying a “short fuse” / being
impatient

Like I said, these intimidating traits
can push people to produce. But, as
I point out in my latest book, Creat-
ing Passion-Driven Teams, people who
motivate by fear must use increasing
amounts of it to maintain or increase
their production numbers. When that
happens, something eventually breaks —
be it the manager, or the team.

For people addicted to Type A behav-
iours, learning about emotional intel-
ligence and interpersonal skills can be
difficult. After all, changing behaviours
involves changing techniques that have
always brought results. Therefore, they
see no compelling reason to change —and
are often terrified of doing so (although
their hubris would never allow them to
admit such fears).

As a result, they refuse to consider
a better approach than the one they’ve
been using.

The benefits of increasing
emotional intelligence

A growing mountain of evidence
shows top performers having higher lev-
els of Emotional Intelligence (EQ) than
both average and below-average per-
formers.

Consider some research compiled in
the article The Business Case for Emo-
tional Intelligence by Cary Cherniss,
Ph.D:

In a study of 515 senior executives,
those with high EQ were 3:1 more likely
to succeed than those with low EQ, and
EQ was a much better predictor of suc-
cess over those who had relevant previ-
ous experience or high 1Q.

Competency research in over 200
organizations worldwide found that
when identifying top performers, about
one-third of the difference was due to
technical skill and cognitive ability while
two-thirds was due to emotional intel-
ligence. In top leadership positions the
disparity was even greater: Over four-
fifths of the difference was due to higher
emotional intelligence.

That’s just two of many. The proof is
out there, so the bold question for those
adhering to Type A traits is this: “Can
you get past your fears to learn some-
thing even better than what you’re using
now?”

It’s certainly possible

Kristen is a school teacher I know
from the West Coast. She says that last
year her school’s new principal used
an authoritarian “command and con-
trol” approach. According to Kristen,
the weeks leading up to the opening of
school last fall were horrendous, and
many teachers complained about how
horrible it was.
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Were results achieved? Yes, albeit
begrudgingly, and with many teachers
resorting to “doing enough to get by”
instead of fully engaging.

This year things are different. Kristen
says all the teachers are talking about
how much better things are, and how
smoothly the weeks went prior to school
starting. Why? Because several teach-
ers talked with the principal last spring,
emphasizing the need for a more per-
sonal approach, and he took it to heart.

This year the principal emphasized his
desire to see the faculty work as a team,
with his role being the coach. He shifted
his behaviour away from “command and
control” and now offers support, guid-
ance, and advice. The difference, accord-
ing to Kristen, is amazing. People are
looking for ways to contribute instead of
finding excuses not to.

The bottom line: Good is the enemy of
best. You may get good results with Type
A behaviour, but you can get better results
by improving your soft skills. You’ll prob-
ably need to face and work through some
fears, but the results are worth it. ¥

You will benefit from

Contact
petra@turnkeyconsulting.net
to learn more about how we
help clients to develop their
people through customised
training programs,
assessments and personalised
coaching.

HMEMERS
k

Partner of il Pt

TURN THE KEY UNLOCK YOUR POTENTIAL Ty

MANAGING PEOPLE THROUGH CHANGE

Is your company undergoing change?
Act now to make it a positive experience.

We unlock the door to successful corporate change and individual transformation.

= providing your people with the tools to effectively deal with change
= improving performance, productivity and further develop organisational culture

= sustained adaptability to a changing business environment

www.turnkeyconsulting.net
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Logistics players in China have been
badly hit by the global recession, but
this has opened the door to regional
acquisitions aimed at achieving better
nationally integrated transportation,

storage, forwarding and courier services.
000000000000D0000000000
000000000000000000000

gooooobooboooon

Bumpy Road Ahead for China’s
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By Kevin Liu

he financial crisis has had a sub-
stantial impact on China’s logis-

tics industry, with growth declin-

ing 6.7% year-on-year to 19.5% in 2008.
Major providers, including Sinotrans,
COSCO, China Railway Modern Logis-
tics and ZJS Express, are among the
worst affected companies. ZJS Express,
one of China’s largest courier com-
panies, reported a 57% year-on-year
decline in demand in the first quar-
ter of 2009. According to sources that
London-based specialist intelligence
company Exclusive Analysis spoke

= A ik I UE A

to, at least 20% of logistics companies,
particularly small- and medium-sized
regional providers, face significant cash
flow problems, thereby raising delivery
and default risks in the immediate out-
look. In turn, cross-provincial supply
chain operations that rely on multiple
providers are most at risk of delivery
disruption and delays.

Government policy overview

In response, the government has
introduced a new two-year stimulus
package for the logistics industry. Chi-

na’s supply chain environment is likely
to experience significant restructuring
and consolidation as a result. The four
principal policy objectives are as fol-
lows.

Consolidation — Major state-owned
logistics companies, such as Sinotrans
and COSCO, will receive substantial
government funding for regional acqui-
sitions in order to achieve better nation-
ally integrated transportation, storage,
forwarding and courier services. At
present, less than 1% of China’s 700,000
logistics providers possess such capabil-

Kevin Liu is Regional Director, Asia Pacific, for Exclusive Analysis, a London-based specialist intelligence company that

forecasts commercially relevant violent and political risks worldwide.
Kevin LuO OOOOOO0O0OOOExclusive AnalysisD 0000 0000000000000 O0000O0O0OO0OOOOOO




ity. In turn, this is likely to result in the
restructuring of China’s marine, avia-
tion, postal, road and rail systems, lead-
ing to the breakup of provincial monop-
olies and a more transparent regulatory
environment.

Supply Chain Security — The govern-
ment will focus on improving supply
chain security for strategic commodi-
ties, including grain, soybeans, cotton,
chemicals, oil, coal, bauxite, iron ore
and other key minerals. In practice, this
means implementing more -effective
response plans against high impact real-
istic disaster scenarios, such as war and
pandemics. For instance, the government
plans to expand the national coal supply
chain from Shanxi, Inner Mongolia and
Shaanxi into eastern coastal provinces
through a new network of land ports
and railways across central China.

Regional Integration — Nine regional
logistics centres (and their respective oper-
ating bases) will be set up as part of the
consolidation process. These are: North
(Beijing, Tianjin); Northeast (Shenyang,
Dalian); Shandong Peninsula (Qingdao);
Yangtze River Delta (Shanghai, Nanjing,
Ningbo); Southeast (Xiamen); Pearl

the Tantu coastal area into the regional
logistics base for the petrochemicals and
mining industries.

Managing supply chain risks

In the current economic climate,
something that leverages and reduces
supply chain risks is the use of intelli-
gence collection plans. Intelligence col-
lection plans essentially tell you what
questions you need to ask of the risk
environment and who on your team
should be asking them. This helps to
ensure not only a healthier risk register,
but, crucially, a register that’s adapted
to local culture and practices. It sets
out a very systematic set of risk indica-
tors. For example, if you are import-
ing goods into your home country, you
may be interested in the risk of illicit
smuggling alongside your cargo. The
indicators of that risk might include
the amount of theft at key points in the
transportation, of how much conges-
tion there is. An intelligence collection
plan is similar to a risk register, only
you’re not only looking for information
on what is occurring within your oper-
ations, you're also looking explicitly for

Logistics Industry

River Delta (Guangzhou, Shenzhen);
Central (Wuhan, Zhengzhou); Northwest
(Xi’an, Lanzhou, Urumgi); and South-
west (Chongqing, Chengdu, Nanning).
The operating bases of each regional
logistics centre are required to implement
a uniform standard of supply chain best
practices, such as advanced computerised
management, quality control and risk
registers.

Industrial Infrastructure — Each of
the nine regional logistics centres will
receive significant investment in port,
airport and other industrial infrastruc-
ture expansion, as well as dedicated free
trade zones. The free trade zones are
modelled on Tianjin’s TEDA and Shang-
hai’s Waigaoqiao, aimed at providing a
range of sector-specific cargo and other
operational support. For instance, the
Tianjin Municipal Government plans to
invest over RMB1.3 billion in developing

external shocks, such as war, terrorism,
natural disasters and pandemics.

There are some ways to organise this
intelligence collection planning to ensure
that very little slips under your radar while
minimising information overload. There
are some ways to undertake horizon scan-
ning quite comprehensively and at a low
cost, provided that the right questions are
being asked in the right environment.

Some of the more traditional risk
protection methods are increasingly
well-suited and efficient for supply
chains. Many insurance companies are
offering products specifically targeted at
procurement managers and supply chain
managers at a much more cost-effective
level. These policies combine lots of dif-
ferent products together, an umbrella
supply chain package. And we have seen
that take off, particularly in the London
insurance market. ¥
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of companies below for their support and contributions. Will your company be among them?

Accedo Broadband Asia Ltd

Add Sugar Co Ltd

AEL Asia Express (HK) Ltd

Air Global Holdings Ltd

Airport Authority Hong Kong

ASK Technology Group Ltd

Atkins China Ltd

Auden Green Products Ltd

B2A Consulting Ltd

Bank Consortium Trust Company Ltd
Bauhinia Foundation Research Centre Ltd
Beacon College Ltd

Best Friends Co Ltd

BM Trada (HK) Ltd

Boyden Management Consulting Asia
British Dubai Inc Ltd

BTZ Partner Ltd

CKlo&SLam Ltd

Cable & Satellite Broadcasting Association of Asia
Carthy Ltd

Celestial Asia Securities Holdings Ltd
Cheung Kong (Holdings) Ltd
Chevalier (Aluminum Engineering) Ltd
Chevalier (Corporate Management) Ltd
Chevalier (Envirotech) Ltd

China Merchants Group Ltd

China Resources Property Ltd

“Chong, Fu & Co Solicitors"

Citic Securities International Company Ltd
Citybase Property Management Ltd
CLP Holdings Ltd

Colliers International (Hong Kong) Ltd
Consumer Search Hong Kong Ltd
CPC Construction Hong Kong Ltd
CPCNet Hong Kong Ltd

CSL Ld

DesignerCity (HK) Ltd

DKSH Hong Kong Ltd

Eastern Zone Co Ltd

Energy Source

Ensign Freight Ltd

EPC Consulting Ltd

Esquel Group

ESRI China (Hong Kong) Ltd

Euro-Pac Shipping Co Ltd

Evergreen Olls & Fats Ltd

Ferguson International Freight Forwarders Ltd
Fiducia Ltd

Flex System Ltd

Food & Beverage Logistics (HK) Ltd
Fordpointer Shipping Co Ltd

Formia Airline Supplies Ltd

Francis Chan Chok Fai & Co CPA
Fukutomi Company Ltd

Full Flush Holdings Ltd

Strategic Partners 00 00O

e E
<8 jomd
CONNECT & one

Futurekids o/b Futurecyber Technology Solution Ltd

(2000 (Apparel) Ltd

Gammon Construction Ltd

Global Alliance for Chinese Enterprises Ltd
Global Energy Management Ltd
Global Institute For Tomorrow Ltd
Goddess International Ltd

Goodwell Property Management Ltd
Harbour Plaza Hotel Management Ltd
Harilela (George) Ltd

HCL Hong Kong SAR Ltd

Hing Yu Metal Works Ltd

Hi-Style Manufacturing Company

HK Institute Of Languages

HKT Services Ltd

Holiday Inn Golden Mile

Hong Kong Broadband Network Ltd
Hong Kong Export Credit Insurance Corporation
Hong Kong Land Group Ltd

Horizon Hotels & Suites Ltd

IBM China / Hong Kong Ltd

JEF Ltd

Kinetics Medical & Health Group Co Ltd
Kings Mark Designer & MFY Ltd

KND Enterprise Ltd

KSB Ltd

Leannie Co Ltd

Leighton Contractors (Asia) Ltd

Long Data Technology Ltd

Magic Media Co Ltd

Master Dragon Investment Ltd

Max Fortune Industrial Ltd

Maxim'’s Caterers Ltd

McDonald's Restaurants (Hong Kong) Ltd
Metadesign Ltd

Metro Broadcast Corp Ltd

MJS Trade Fairs (Int) Ltd

Modest International Ltd

Mott Macdonald Hong Kong Ltd

MTR Corporation Ltd

Nelson Jewellery Arts Co Ltd

New Growth Co

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

Nisha Electronic Industries Ltd
Nomenta Industries (HK) Ltd
Novation Solutions Ltd
Nuance-Watson (HK) Ltd

Nuthon IT Solutions Ltd

Qasis Stores Ltd

Ocean Park Corporation

Oracle Systems Hong Kong Ltd

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

WWWw.
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MOSAIC
ORI TAHTRLTD

i ik ]

IREPBEraILy

Pat Chun International Ltd

Permex Co Ltd

ProMexico Investment & Trade
Prosperity Research Ltd

Prudential Brokerage Ltd

Radica Systems Ltd

Ready to Learn HK Ltd

Regal Hongkong Hotel

Regal Hotels International Ltd

Regal Kowloon Hotel

Regal Riverside Hotel

Richburg Corporation Ltd

Sharp China Buttons & Trimming Co Ltd
Shing Vai Knitwear Ltd

Signal Communications Ltd

Sino Group of Hotels

Sino Land Company Ltd

Sinocrea Chemical Industry Ltd

SOGO Hong Kong Company Ltd

Sopaf Asia Sarl

Specialife Industries Ltd

Staccato Footwear Co Ltd

Sun Hung Kai Real Estate Agency Ltd
Switch Group Ltd

Synesthesiad Phostech Corporation Ltd
Tai Cheong International Trading Ltd
TeleEye Holdings Ltd

Tenson Medicare Co Ltd

The China Water Company Ltd

The Dairy Farm Company Ltd - 7-Eleven
The Dairy Farm Company Ltd - Mannings
The Hong Kong & China Gas Co Ltd
The Jardine Engineering Corporation Ltd
The Orthodontic Centre Ltd

Time Search Recruitment (HK) Co Ltd
Toy2R (Holdings) Co Ltd

Tranzendia Ltd

Treasure Business Technology Development Ltd
ViewPoint (Asia) Ltd

Vita Green Health Products Co Ltd
Watson Wyatt Hong Kong Ltd

Wilfred Enterprises Ltd

Wiwwins Consulting Hong Kong Ltd
Yahoo! Hong Kong Ltd

HKGC&

Hong Kong General Chamber of Commerce

=B AR = 1861

chamber.org.hk/graduate

as of 25 Nov 2009




44 | Health 00 OO |TheBulletinOOOO NOV 2009

Strength
Training

Progressive resistance
strength training not only
helps older adults become
stronger but also makes
their everyday life easier,
according to a recent study.
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Debbie Murdock (standing), leads a weight training
class for seniors. Weight training can offer great
benefits, including increased bone density and
improved posture.

Debbie Murdock0 1000 0000000000000000
00000000000000000000




TheBulletin 0O OO0 NOV 2009 [Health 0 OO0 | 45

Helps Older People in Daily Life

Edll®s

uscle strength decreases nat-

urally as people age, and this

reduction in muscle strength
can affect older adults carrying out their
daily activities. Progressive resistance
strength training, a type of strength
training that uses free weights, exercise
machines, or elastic bands to strengthen
muscles, has been shown to offer great
benefits, including increased bone den-
sity and improved posture, according to
a Cochrane Review.

Key to this type of this exercise is
adjusting the resistance, or weight, ac-
cording to the person’s progress. This
exercise can be prescribed to help older
adults gain the strength necessary to car-

PBNERAE

ry out everyday activities such as walk-
ing, climbing stairs, bathing or doing
housework.

“Older adults seem to benefit from
this type of exercise even at the age of
80, and even with some type of health
condition,” says lead researcher Chiung-
ju Liu of the Department of Occupa-
tional Therapy at the Indiana University
at Indianapolis.

“The data support the idea that mus-
cle strength is largely improved after the
training, and the impact on older adults’
daily activities can be significant. Sim-
ply having enough strength to do things
such as carrying groceries would make a
difference for seniors.”

—

uml

®om

The 121 trials reviewed in the study
involved 6,700 people over the age of 60,
who trained two to three times a week.
Training produced a large improvement
in muscle strength, a moderate to large
improvement in doing simple activities
such as getting up from a chair or climb-
ing stairs and a small but statistically
significant improvement in doing com-
plex daily activities, such as bathing or
preparing a meal. Severe adverse events
were rare and most reported events were
muscle soreness and pain.

“We recommend older adults work
with a health professional or an exercise
professional to do progressive resistance
strength training,” says Liu. ¥

Age 20-30 Age 30-40

Period with Target-oriented
highest energy training to

level; train strengthen
endurance and upcoming weak
muscles points
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Exercise delays aging EEE# =

The human body works best when it burns 2,000 additional calories per week by exercising three to four hours spread over seven days.
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Age 40-50
Weight control:
Focus on fat-

Age 50-60
Power instead
of endurance;

burning exercise changes in

several times a hormone level can
week be balanced
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Cornerstones of fitness: Biological markers @ &8 : &S

Over 70

Exercise strengthens
memory, muscles
and cardiovascular

Age 60-70
Moderate endurance
and power exercise
prevents muscle’s

Bone density  Muscle mass Body fat Blood pressure Blood sugar
Decreases i Decreases from Increases Increases with i Diabetes threat
from the late i the late 20s on especially wrong diet, lack i increases with
20s on i between 35-50 of exercise i age
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Source: German Sports University Cologne, University Hospital Freiburg, Graphic: Jutta Scheibe, Majbrit Hoyrup
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Golden

t would be easy to scoff about Everything I Know About

Business I Learned at McDonald’s. Even its subheading,

The 7 Leadership Principles that Drive Break out Suc-
cess makes you think there is nothing original to be found
in this book.

Even author Paul Facella, in one of the many stories pep-
pering the book, recollected Fred Turner, CEO at the time,
asking why at a Coca-Cola/McDonald’s convention Mc-
Donald’s managers didn’t ask questions like the Harvard
and Yale educated Coca-Cola executives. The reply: we guys
went to Hamburger University, what do we know about
business?

But there has to be something special about a company
that decade after decade has turned high school minimum
wagers into millionaire franchisees and corporate execu-
tives. Facella himself started at McDonald’s as a 16-year-old
crew member and retired 34 years later as a regional vice-
president.

Besides drawing on his own experiences, he also inter-
viewed every senior McDonald’s executive still alive. As the

McNuggets

of Wisdom
REENEHERE
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ks
book later goes on to explain, every person = .
that he approached went out of their way
to help him, which is part of the group’s
reason for success.

Facella said that much of McDonald’s
way can be traced to company founder Ray
Kroc and to Fred Turner, a crew person at the company’s first
drive-in, who quickly became Kroc’s right-hand man and
eventually succeeded him as chairman and CEO. The seven
reasons that Facella feels have contributed to the group’s suc-
cess, laid out in seven chapters, have been ingrained into all
McDonald’s staff — Honesty and integrity: all in a handshake;
Relationships; Standards: never be satisfied; Lead by example;
Courage: tell it like it is; Communications; Recognition.

Many of the chapters draw on vignettes with interview-
ees, each dotted with little nuggets of wisdom in “Lesson
Learned” and “Food for Thought” boxes. He also ends each
chapter with an “In Summary,” and “Key Learnings” wherein
he distils the essence of the lesson, making it a very easy and
interesting read. ¥
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Win a Copy of “Everything I Know About
Business I Learned at McDonald’s”
goooooooooogoroo

The Bulletin is giving away six
copies (3 English, 3 Chinese) of
‘Everything | Know About Business
I Learned at McDonald’s,” by
Paul Facella. The contest is open
to HKGCC members only, and
limited to one entry per person.
Six entries will be randomly drawn
from the hat and winners will be
announced in the December issue of
The Bulletin. Deadline for entries is
November 20.
Simply complete the entry form
and send it to: The Hong Kong General Chamber
of Commerce, 22/F, United Centre, 95 Queensway,
Admiralty, Hong Kong. Please mark your entry
‘Everything | Know About Business | Learned at
McDonald’s.’

L FACELLA
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00D00000000000000000 W Name HKGCC Membership No.
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Company

oooo -

E-mail Telephone
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Congratulations to the winners of
Born Digital: Understanding the First
Generation of Digital Natives

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

(Winners will be notified by e-mail and be required to pick up their book at HKGCC's head office).
(Oooooooooooooooooooooooog)

Isabella Chau
Jenneth Ko
Carl Pattinson

The Hong Kong General Chamber of Commerce and the Hong Kong Economic Journal have
teamed up to host an online video book review "CEO’s Favourite Reads." Each month, The Bulletin
will offer one free 1-year online subscription to hkej.com (worth HK$598) to a HKGCC member. To
win, simply fill in the form below and submit it to our lucky draw by November 20. The winner will be
announced in The Bulletin. Please specify "HKEJ Online Subscription" on the envelope.
gboooOo0o0oo0ooDOoOooboOoboboceocUoOosoD0obDOOoObOOOOOoODOOn
0J0000000HK$S980 00 000000000000 000000O00DooOOOoDooO
goo0o0oo0ooO0ooO0l1ip0z0000000OO0DoDOo@oOoOoDoOoDOoOoes0nboODn22
0)yooooomooooooooooooo

Name OO O Membership No. 00000
Company Name 00 00O
E-mail D 0O TelODOO

(Winners will be notified by e-mail D00 0 O00000)
Send your entry to: HKGCC, 22/F, United Centre, 95 Queensway, Admiralty, Hong Kong.

Congratulations to last month's winner, Kenneth Ko.
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| prefer the 0 English / 1 Chinese version
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(Winners will be notified by e-mail and be required to pick up
their book at HKGCC’s head office).
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Executive Warfare
000000

t’s not enough anymore to be smart, hard-

working, and able to show results. At this
level, everybody is smart, hard-working,
and able to show results. Now it’s a game for
grown-ups. What really sets you apart is the
relationships you build with people of influ-
ence. These people can include your peers,
your employees, your organization’s directors,
reporters, vendors, and regulators-as well as
the people directly above you in the organiza-
tional hierarchy.

In senior management, you no longer answer
to just one boss. There is now a hazy matrix of
hundreds of bosses both inside and outside the
office, any one of whom can stop you cold or
give you a tremendous push forward.

In his bestsellers Brand Warfare and Career
Warfare, author David D’Alessandro offered
sharp advice for building a brand and building
a career. Now Executive Warfare: 10 Rules of
Engaging for Winning Your War for Success is
the advanced class for the truly ambitious.
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Win a copy of “Executive Warfare”
godoooooooooooo

Qooo/ aooo

The 10 Rules of Engagement For Winning Your War for Success

obobob bDoboobo

10.

. Attitude, Risk, and Luck: They Are the Most Influential Bosses

ooo0oooOoooooooooooooo

Bosses: You Need a License to Cut Hair, But Not to Manage and
Control Thousands of People
000o0oo0o0ooooOooo0ooooooooooooooooo

Peers: Understand That They Are Your Most Valuable Allies . . .

or Your Most Dangerous Enemies
0000000000000 0O0DO0DOODODOOD

Rivals: Defeat Them with a Siege, Not a Coup
goooo0o0O00O0ooooooobo

The Team You Assemble: You Risk Your Reputation with

Every Hire and Fire
00000000000000000000000000o

The People You Have to Motivate:
You Are a Fool if You Think They Love You
00o0oo0oooooooooo0oooooooo

Outsiders with Influence: Be Wary, Be Right, and Be Prepared to Prove It
ooooooooooooooooo

Position: Get into Place, Whether You Are a Hunter, Skinner, or Diner
00000 D0OO000D0OOO0000ODOOoO0OoooOoOoOoa

Culture: Before You Sign on, Make Sure It's a Culture, Not a Cult
000000000000 O0O0D0O0O000O00

The New Bosses: It's Not the Same Old Twentieth-Century Game
goooo0oooz20000000

The Bulletin is giving away six copies (3 English, 3 Chinese) of 4
‘Executive Warfare,” by David D’Alessandro. The contest is limited Y
to one entry per person. Six entries will be randomly drawn from the
hat and winners will be announced in the December issue of The
Bulletin. Deadline for entries is November 20.

Simply complete the entry form and send it to: The Hong Kong
General Chamber of Commerce, 22/F, United Centre, 95 Queensway, g i

Admiralty, Hong Kong. Please mark your entry ‘Executive Warfare.’
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Delegations | Roundtables | Seminars | Missions | Committees
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Members pose for a group photo at the end of their visit to Hong Kong Disneyland Hotel
to study how thefresort is ensuring its operation is sustainable. See page 52
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of Reference following

the committee’s change

of name. Members

also discussed the
environmental initiatives
of the government,
particularly the promotion
of green businesses.

Industry and SME

The Chamber’s Working
Group for the Testing and
Certification Industry
convened its first meeting
on September 23 to gather
views on promoting testing

North Korea - Back from the Brink
or Trouble Ahead?
O00—000000000o0o0oa

Mike Chinoy, Senior Fellow, US-China
Institute, University of Southern California,
shared with members at the Chamber’s
October 8 roundtable luncheon the
internal developments and the latest
diplomatic moves in North Korea, which,

with the recent reduction of tensions and
new administration in the White House,
are getting interesting again.
goooboboooooboooooo
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Dr Ganesh Nana, Chief
Economist, Business and
Economic Research Limited
(BERL), New Zealand,
met with the Chamber’s
Chief Economist David
O’Rear on October 15 to
exchange views on regional
developments in the wake of
the financial crisis.

Han Jie, Vice Director-
General, Department of
Commerce of Zhejiang
Province, led a delegation
to visit the Chamber
on September 21. Emil
Yu, China Committee
Chairman, received the
delegates, who were in
town to see if the Chamber
could help to promote their
investment seminar, which
will be held in January in
Hong Kong.

Jiang Zengwei, Vice
Minister of Commerce,
attended a dinner reception
organized by the five major
Chambers in Hong Kong
on September 22. Yu Pang-

chun, General Committee
member, and four China
Committee members,
attended the dinner.

Wen Xiaohong, Deputy
Director General, Xiamen
Foreign Investment Bureau,
led a delegation to visit the
Chamber on September 24.
Wendy Lo, China Business
Manager, welcomed the
delegation and discussed
their event, which will be
held in Hong Kong in early
November to promote the
city.

Winnie Ng,
Principal, Tax
& Business
Advisory
Services, and
Annie Lau, Director, Tax
Services of Deloitte, spoke
at the Chamber’s roundtable
luncheon on October 6 on
“Remittance of Foreign
Exchange to Non-trade
Items in the PRC” (see page
24 for more details).

Bozena Czaja, Vice
President of Polish

¢ Information and Foreign

Investment Agency
(PAILIZ), led a delegation of
government representatives
from Bialystok, Lodz,
Pomeranian Special
Economic Zone and
Walsbrzych Special
Economic Zone, to the
Chamber on October 6. The
Chamber’s CEO Alex Fong
welcomed the delegates,
who gave an update on the
latest market situation in
Poland.

Ambassador Dr
Elisabeth Kehrer, Head of
Department for European
Union (EU) Coordination
and Federal Ministry for
European and International
Affairs, Austria, paid
a courtesy call on the
Chamber on October 15
and was welcomed by Erica
Ng, the Chamber’s Director
for Program and Business
Development.

Environment &
Sustainability

The Environment and
Sustainability Committee
met on September 30 to

i endorse the revised Terms

and certification services
for Hong Kong companies.
The industry is one of
the six economic pillars
identified by the HKSAR
Task Force on Economic
Challenges.

Elaine Ann
of Kaizor
Innovation, and
Alvin Hung of
GoAnimate, L
spoke at the Chamber’s
third design roundtable
luncheon on September 30
to share their views on user
experience design.

The HKGCC Judging
Panel interviewed eight
shortlisted entries to the
2009 Hong Kong Awards for
Industries: Innovation and
Creativity on October 13.
The final judging session
took place on October 23
to endorse nomination of
the winners.

The SME Committee
met on October 6 to discuss
policies affecting SMEs and
the revised format for the
Annual Spring Dinner.



Service Industries

The Financial and
Treasury Services Committee
met on October 6 to
discuss topics for the
Chamber’s forum on wealth
management, scheduled to
take place on December 14.
A draft paper on the future
of Hong Kong as the region’s
wealth management centre
was also reviewed.

Business Policy

Adrian Cheung, the
Chamber’s Senior Director
for Strategy & Research,
represented the Chamber
at a panel discussion on
the MPF scheme and the
introduction of “portability,”
that will allow employees
to choose which service
provider they want to use.

0 0 O Business and
Economic Research Limited
00000 Ganesh Nanall O
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The Chamber submitted 1100000000000
its views to the Legislative oooo
Council Bills Committee 0oooooo
on the Employment oooooooo
(Amendment) Bill 2009, oooooooo
expressing support for ooo@)ooo

gi100e0000
gooooOobooobooooo
oo0oo00ooo2z24000

putting in place safeguards for
employers who are in genuine
financial difficulties. ¥&

The Chamber helped to co-organize and supported a number of

Mainland trade and investment promotions recently. These included:
uboboooobobooooboboooobbooooboooooo

Reception in Celebration of the 60th National Day of the
People’s Republic of China
gOoOooOoOOoOOOoOoOoOoboooooecooOoO

Seminar on Further Deepening Shenzhen-Hong Kong
Manpower Cooperation
0000000002000 000000000000

13th Beijing- Hong Kong Economic Cooperation
Symposium

01300000000000000

Business Forum on Implementation of CEPA and

Guangdong Pilot Measures in Service Sectors
OOCEPAO0OOOOOOOOO
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A five-member HKCSI delegation attended the Global
Services Summit in Washington DC, USA, from October
13-14. While in town, the delegation also called on Joseph
R. Donovan Jr, (centre), Principal Deputy Assistant Secretary,
Bureau of East Asia and Pacific Affairs, U.S. Department of
State, who is also former U.S. Consul General in Hong Kong.
HKCSI is a partner sponsor of the summit.
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ustainable  business practices

restore environmental quality

and increase long-term profitabil-
ity, but how do these work in practice?
To find out, the Chamber organised a
sustainability visit to Hong Kong Dis-
neyland Hotel on October 22 to study
what steps it is taking to conserve water,
energy and ecosystems, reduce waste
and greenhouse gas emissions.

Tina Chow, Manager for Environ-
mental Affairs at the park explained that
all staff are encouraged to participate in
green initiatives, from Earth Day, to eve-
ryday activities such as using recyclable
mugs in the canteen.

“We have around 4,500 ‘cast mem-
bers’ (staff), so we hope that their envi-
ronmental pledge will rub off on their
family and friends when they go home,”
she said. The park also encourages guests
to join their Environmental Pledge
Scheme, and presents young guests with
a certificate to seal their side of the bar-
gain, she added.

Antonio Chan, Chief Engineer,
Hotels, said LED energy-saving light
bulbs are used whenever possible in the
hotel, but under some circumstances,
such as dimmer switches, and incompat-
ible ballasts, regular energy-saving bulbs
need to be used.

The vast landscaped grounds of the
park require a lot of tending. An intel-
ligent watering system monitors rainfall
and water evaporation to precisely water
foliage. Despite this, the park doesn’t pay
for any water for around five months of
the year, because all rainfall and runoff
water is collected in the park’s lake for
watering the grounds. It also converts
food waste from its restaurants, as well
as garden waste, into compost, which is 2";:;3:';E:;T(Z‘:”ga;::;::gt:mel'
used to fertilize the resort’s grounds. 0000000000000000

Water and energy conservation also
extends to guest rooms. YS Cheng, Sen-
ior Specialist, Environmental Affairs,
explained that water restrictors on taps
and showerheads can reduce water and
energy bills by around 40%. “Shower-
heads can give guests the same feeling as a
regular shower, but they use considerably
less water and energy to heat the water,”
he said. The hotel has also invested in
technology that captures heat from air
conditioning units, which in turn is used
to heat water, or Jacuzzis, he added. &

Staff are encouraged to use a recyclable \-gs
mug in the staff canteen by being %
offered discounts on beverages.
000000000000000000000
0o0oooooo
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Chairman of the Chamber’s
Environment and
Sustainability Committee
Oscar Chow (right) presents
Ernest Chan, Government
Relations, Hong Kong
Disneyland, with a small
memento to thank him for
showing members around
the resort.
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alk of electric cars going main-

stream has been given new

momentum with governments
around the world getting serious about
climate change and car makers switching
their research & development depart-
ments into high gear. But it could still
take years before electric cars become
commonplace on our roads.

Ron Chung, Senior Strategic Planner,
CLP Power Hong Kong, likens the prob-
lem to the chicken or the egg question.
Consumers say they don’t want to buy
an electric car because the infrastructure
isn’t in place for them to recharge bat-
teries, and no company wants to invest
in the infrastructure because not enough
drivers are buying electric cars to justify
the investment. Meanwhile, car mak-
ers cannot switch to mass production,
which would also push down prices,
until the stalemate is broken.

But there has to be a tipping point,
and that day could be about to dawn in
Hong Kong. In his Policy Address last

As technologies improve, and
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Electric Cars Revving Up
2ENENTEE

people grow increasingly sick of

air pollution, electric cars’ day

may have finally come

gooooooOocooooooooon

gooooooooooooooo

month, Chief Executive Donald Tsang
said, “We are working on the strategy to
promote the use of electric vehicles ... we
expect a supply of around 200 electric
vehicles for the local market in the com-
ing financial year.”

That may be a drop in the ocean
among the 422,000 private cars on Hong
Kong’s roads, but it is a serious start that
will rank the SAR second in Asia, after
Japan, where electric vehicles are most
widely used.

Patrick Lee, Managing Director for
Crown Motors Limited, said if any city
in the world can make electric or hybrid
vehicles a success, it has to be Hong
Kong. “For electric vehicles to be a suc-
cess, a city must meet five criteria, and if
Hong Kong cannot make it succeed then
no city can,” he said.

Firstly, the short driving range in
Hong Kong means that electric vehicles’
relatively short range becomes less of an
issue. Secondly, the excellent electric-
ity infrastructure and large number of

covered car parks allows charging facili-
ties to be easily and safely set up with-
out being exposed to the rain. Fourthly,
ubiquitous use of the Octopus card
makes topping up and paying for charg-
ing simple. And fifth, the low vandalism
rate in Hong Kong means facilities are
unlikely to be damaged or require man-
ning.

Chung told members at a Cham-
ber EcoSmart roundtable luncheon on
October 9 that CLP is working with
government and private car park opera-
tors to set up recharging facilities at 18
locations across Kowloon and the New
Territories. Hongkong Electric is also
installing the same charging units at
eight locations on Hong Kong Island. He
hopes the move will satisfy consumers
concerns about where they will be able
to recharge their cars.

“We hope to provide confidence that
electric vehicle charging infrastruc-
ture works and can be made available
to electric vehicle owners,” he said. “We
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I“Side the More streamlined than concept

Front Rounded side corners, a flat Back The spoiler and the long

e ) = — front grill and a long windshield rear window help air flow away
help lower air resistance, which quickly, lowering turbulence
extends battery life and drag

The Chevy Voit's electric drive is engineered so the average

Productior“

commuter won'’t have to burn a drop of gasoline; its
gas-powered engine extends its range by hundreds of miles.

1.6-liter gas-powered engine Lithium-ion battery provides power o i
kicks in after 40 mi. (64 km) for trips up to 40 mi. (64 km); with a

of battery use; the engine turns smaller range than a fully electric car,

just the generator to power the it requires a lighter battery, therefore

electric motor increasing efficiency

Regenerative brakes
add power to the
batteries during braking

Savings for an average
driver who drives 15,000 mi.
(24,140 km) per year amounts
to $1,500 annually compared
with a same-size gas engine
car, according to GM

Electric drive delivers Charging can be done with a

the equivalent of 150 household 120-volt outlet (in about
horsepower, 273 ft.-Ib. eight hours) or a 240-volt (in about
instant torque, 100 mph three hours); GM estimates the cost
(161 kph) top speed of a full charge is 50-80 cents
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A look inside

Compared to similar-size gas car

Chevy Volt Chevy Aveo sedan
177 in. (4.5 m) Length  169.7 in (4.3 m)
70.8in (1.8 m) Width 67.31in (1.7 m)
Instrument display Seven-inch (18 cm) touch 56.3in (1.4 m) Height 58.9in (1.5 m)
A 7-inch (18 cm) liquid-crystal screen controls climate, 106 cu ft c 12.4 cu ft
screen can be driver customized entertainment and an optional 48'55“ - . I\:;?'so R '/27 'tl
Interior noise is low while the navigation system anq gives ) us!ng eng!ne Y, C! Y
electric drive is on power status information 77-80 using engine KPG 60 hwy/43 city
Don'tcallitahybrid ~ Volt rivals
GM says the Volt isn’t a hybrid Key hybrid, electric and alternative-fuel vehicles the Volt is likely to face:
because it only has one
propulsion system; the 2008 2009 2010
gﬁzg??élomno?oittsmgﬁ menr: ::z Oct. 2 Insight, a gas-electric « New version of the top-selling - Toyota to introduce a plug-in « Chrysler, Ford, Hyundai and
wheels: the és engine. when hybrid, was introduced at the gas-electric hybrid Prius arrives; electric vehicle for fleet sales; others also have hybrid or
neede d cregtes elgctrié:it to Paris auto show and go on sale Toyota controls 77 percent of plug-in hybrid can go about 10 alternative-fuel vehicles on the
ower ti\e motor Yy in April 2009; Honda says it is the U.S. market for hybrid mi. (16 km) on a lithium-ion road or under development;
P priced lower than the Prius, vehicles mostly because of the battery before needing to be examples include Ford’s existing
Most hybrids have two, parallel which means it will be much Prius that arrived in 2000 recharged by a gas-burning Escape and the Dodge Ram
systems for running the wheels, cheaper than the Volt L] engine that also drives the hybrid set for launch in 2010

a gas-burning engine and an wheels

electric motor = 2012
/ F ] Toyota
x A & Prius + New, unnamed all-electric
+ s
£ ok B

= & vehicle for fleet sale in 2010 and
K i for public sale in 2012
Honda _
Insight
ight S =t

©2008 MCT
Source: GM, Honda, Toyota, Detroit Free Press research
Graphic: David Pierce, Brent Snavely and Katie Merx, Detroit Free Press
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If Hong Kong cannot make it
succeed then no city can
000000000DO0000OO

also want to strengthen co-operation
amongst the private sector to support
the government’s initiative to promote
electric vehicles.”

However, if the acceptance rate
doesn’t pick up, it may be a long drive
before electric vehicles are common-
place on Hong Kong roads. Katharine
Choi, Principal Assistant Secretary,
Environment Bureau, also speaking at
the seminar, said the government has
been working with car manufacturers to
participate in trial schemes.

“MyCar, a locally developed electric
vehicle, will soon be launched in the
Hong Kong market,” she said. “For the
initial development of MyCar, the car
manufacturer received funding support
of $1.9 million from the Innovation and
Technology Fund.”

Another issue is that while battery
technologies are improving, the low
demand means prices are still very high.
Hybrid vehicles, on the other hand,
could be the happy medium, as they

do not require a new electric charg-
ing infrastructure as the petrol engine
charges the battery when it moves. With
over 2 million cars sold by Toyota and
Lexus alone, the technology has already
proven its reliability.

Shifting the problem?

Some members, while supportive
of measures to reduce pollution, ques-
tioned if wider use of electric vehicles
only shifts the source of emissions from
the road to the power plant?

Chung said that is partly true, how-
ever, the efficiency at which power
plants burn fuel to generate energy is far
more efficient than that of combustion
engines.

Another question was what to do
with the old batteries once they reach
the end of their life cycle? Choi said the
government is looking into developing a
recycling facility, but at the moment old
batteries are shipped to a recycling plant
in Korea. &
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“We will actively explore how to encourage the business
sector, including the property developers and private car
park operators, etc., to provide charging facilities,” says Choi.
00000000000000000000000000000000
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2 Building the Creative Industries

BRI ESR

The Hong Kong Ideas Centre
recently released its study on what
measures need to be taken to
develop our creative industries
0000000000000000000
00000000000000000

ulture and creativity are becom-

ing powerful engines of eco-

nomic growth. There is empiri-
cal evidence that the creative industries
are among the most dynamic emerging
sectors in world trade. Between 2000-
2005, trade in creative goods and serv-
ices globally increased at an average
annual rate of 8.7%, according to the
UNCTAD report, “Creative Economy
Report 2008.”

The sector also makes a big impact on
countries’ bottom lines: in the average
OECD country, between 5% and 6% of
GDP comes from the creative industries.
The United States is far ahead of the
pack, with an estimated 11% of its GDP
coming from the creative industries.
Hong Kong, on the other hand, has not
managed to catch hold of the coattails of
this growth trend.

“The overall economic contribution
of the creative industries has remained
more or less the same level at about 4%
of GDP and 5% of employment in the
last decade, which is about the same
pace as the economy,” said Jonathan Yu,
Advisor to the Hong Kong Ideas Centre.

However, compared with tour-
ism, which contributed 3.4% to GDP
and 5.6% of employment in 2007, “the
creative industries are of considerable
importance,” he added.

Yu, who spearheaded the “Study
on Creative Industries in Hong Kong”
released in August, believes as a coun-
try’s economy matures, the knowledge
economy, particularly the creative indus-
tries, plays an increasingly central role in
its development.

The United States, Japan and the
U.K’s investments in the creative indus-
tries are helping to drive their respec-
tive economies as the spill-over effects
benefit other sectors. In Hong Kong, he
said there is considerable room for the
industry to grow.

The SAR regularly scores highly in
the Global Competitiveness Report. In
the 2008-09 survey, Hong Kong ranked
fifth in terms of basic industry indica-
tors, and sixth in the efficiency enhanc-
ers markers. However, in the innovation
and sophistication factors, Hong Kong
was ranked 21st (see chart).

To bring our innovation ranking closer
in line with business efficiency, the “Study
on Creative Industries in Hong Kong”
came up with 11 recommendations.

Topping this list is the need to estab-
lish creative zones and a creative culture.
In his Policy Address last month, the
Chief Executive announced plans to pre-
serve cultural gems of Central. This is in
line with the study’s recommendations
to establish a “Creative IN Zone” in Cen-
tral District, and developing Hollywood
Road into a world-famous street known
for its creativity.

Yu also highlighted the importance
of bringing culture and innovation to
the streets of Hong Kong, by organizing
creative events and promoting public art
throughout the territory.

“It is also important to provide good
hardware and software support for the
development of creative industries,” he
said. “To accomplish this, we recom-
mend facilitating and supporting the
development of creative clusters, and
providing support for new entrants.”

But innovation and creativity are not
skill sets that can be taught quickly. Yu
admits that stimulating a creative cul-
ture in Hong Kong will take years and
that a government department should
be set up to steer the development of
such stimuli as a television channel for
arts, culture and creativity.

“There is a clear need for long-term
policy and related strategies, clear objec-
tives and sustained commitment, and
cross-cutting linkages beyond the indus-
try-based approach,” he said. ¥

To read the full report, visit www.ideascentre.hk
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Key for factor-driven economies
0000000000

Key for efficiency-driven economies
gooooooooo

Key for innovation-driven economies
oooooooooo

Global Competitiveness Index 2008-2009: The 12 Pillars of Competitiveness — with Hong Kong's rankings
2008020000 0 0000001200000 000—-0000

Basic requirements 0 0 0 O 5

* Institutions O O 9

e Infrastructure 00O O 5 -

e Macroeconomic stability 0000000 3

* Health and primary education 0000000 43

Efficiency enhancers 0000 6

* Higher education and training 00 00000 28

* Goods market efficiency 000000 2

* Labour market efficiency OO DO OO 4 -

 Financial market sophistication 0 000000 1

+ Technological readiness 0 0000 10

e Marketsize 0000 26

Innovation and sophistication factors 0 000000 21

¢ Business sophisticaton 00000 13

* Innovation OO 24

Overall DOOO 11

Source: The Global Competitiveness Report 2008-2009, World Economic Forum. 0000000000000 002008020090 000000000
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Yu says the government

should provide more
opportunities, such as
incubation schemes,
mentorship and apprenticeship
programs for newcomers, as
well as more international
exchange opportunities, to help
the creative industries grow.
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Asian economies are poised to rebound
sharply buoyed by a rapid recovery in
exports to the U.S. and EU and inventory

rebuilding, says Dr Spencer.
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Are we going to be riding the economic rollercoaster up,

or down in the coming months?
0000000000000000000

conomists are giving conflicting

signals on how they forecast the

economy will perform over the
next 12 months. Some are painting a
picture of doom and gloom, while oth-
ers are predicting double digit growth.

Dr Michael Spencer, Managing Direc-
tor, Chief Economist and Head of Global
Markets Research, Asia Pacific, Deutsche
Bank, is definitely in the bulls camp.

“We should be very bullish for the
next three or four quarters,” he said.
“Our view is that people are underes-
timating the pace at which the global
economy is going to recover over the
next year, and by extrapolation, people
are grossly underestimating the pace
of growth in Hong Kong over the next
three to four quarters.”

He argues that with inventories basi-
cally exhausted during the recession,
businesses will need to start replenishing
their stocks. Also, the full effects of eco-
nomic stimulus measures will start to be

felt as they come online. Consequently,
he forecasts that this surge in demand
will catapult Hong Kong’s economy into
the fast lane again, and predicts GDP
will be growing at 9-10% by the second
quarter next year.

“So you will see a very pronounced,
rapid recovery over the next three to
four quarters, then followed by a slow-
down,” he said. “So it will feel as if you
are on a rollercoaster.”

Speaking at the Chamber’s Taking the
Economic Pulse Series luncheon, he was
equally bullish on the regional and global
economies. “We think people are going
to be surprised how quickly the regional
economies recover. It will look like the
proverbial ‘V’ recovery, rather than an
‘L recovery,” he said. “As the recovery in
the United States improves, Hong Kong,
Taiwan, Singapore and Korea are going
to enormously outperform industry
expectations.”

The fiscal stimulus of cash for clun-
kers in the Untied States to generate sales
for the car industry was very successful.
But he pointed out that this was just
one of the stimulus packages. Others go
much deeper than that, and we will start
to see the effects of these coming online
soon.

“The Federal government launched a
US$787 billion fiscal stimulus program
covering 2009-10. By September 1, 2009,
some US$151 billion had
already been spent,” Dr
Spencer said. “The bulk of
the spending will come

over the next three quar-
ters — the fiscal impulse
peaks in 2010 Q2 at
2% yoy contribution to
GDP growth.”

However, if he is cor-

rect and the economy
does go hurtling helter-
skelter along growth
charts, policy makers may
derail the growth by over
enthusiastically withdraw-
ing their economic stimulus
packages. &
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onsumers in Hong Kong were the group most

likely to indicate they shop when they have time

(32%), instead of setting a regular time (may it be
monthly, weekly, or daily) to do their grocery shopping.

“Life is fast here and it’s a national sport to be busy
and feel time poor,” said Eliza Wong of Synovate Aztec,
the company’s scan data specialist. “When you couple that
with the population density of the city and the fact that
there are grocery shopping options everywhere, no one
really has to plan a trip to the store.”

The majority of Hong Kong consumers (66%) buy their
groceries at supermarkets. For the 21% that seems to be
extremely time stressed, they shop at quick convenience
stores like 7-Eleven and Circle K — 10% more than the
other respondents globally.

The majority decides on what to buy when in store

Sixty-seven percent of shoppers in Hong Kong do not
shop with a shopping list. This means, they do not plan
ahead on what to buy and only decide on what they want
when in store.

Price sensitive shoppers
Grocery retail marketing is specialised because the act
of buying groceries is so necessary in most people’s lives
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¢ Grocery Shopping — Hong Kong Style

— they walk into the store with the intent to buy and at
least some idea of what to buy. Accordingly, price becomes
a major differentiation point. 56% said they will switch
food brands if they find a cheaper alternative, while 73%
indicated they always go to the stores that offer the biggest
discounts.

Such price sensitivity is likely due to consumers’
perception of grocery costs. 84% of those surveyed in
Hong Kong said grocery items here are over-priced and
should be cheaper. Overwhelmingly, 89% have indicated
the government should do more to monitor food prices at
supermarkets, hypermarkets and grocery stores.

Delights in store

When consumers across 10 markets were asked on
what they want most from a grocery shopping experience,
those in Hong Kong topped the list in wanting lots of
time to themselves to browse and choose. Under a similar
rationale, 31% would like a one-stop-shop where they can
buy groceries, homewares, entertainment needs and even
clothing all under one roof.

Wong added: “There’s no room in this crowded city
and you are always getting bumped into by trolleys and
other people ... browsing with time to yourself is a novelty.
And one-stop-shops are most ideal as they save time by
allowing consumers to get what they want in one go.”

Ideas for brands and grocery retailers
Widely believe as an effective way to attract and retain
customers, loyalty programmes are prevalent in Hong
Kong. However, a surprise finding from this survey is
55% of Hong Kong consumers disagree that loyalty
programmes are an important incentive when they decide
where to shop.
Coupled with the knowledge that Hong Kong
consumers are very price sensitive, an effective
pricing strategy will be one of the key ways
for stores and brands to increase share of
wallet.
As Hong Kong
becomes more
environmentally
conscious, most
recently with the
implementation
of the plastic
bag levy, 86%
indicated that
recycling facilities in
store will be useful. ¥
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