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Clean Air Charter

I am writing to HKGCC as you have
had the good judgement to use your
position to point out to the government
that the air pollution in Hong Kong is
increasing and that we ought to be
doing something about this.

I have enclosed a copy of a picture
from the Chamber’s 2006 Annual
Report which, looking out of my
window, I can only assume is a very
good touch up or was taken on one of
the days when I was not in Hong Kong
last year, as I have not had a view

as clear as that in the picture in
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Mike Allardice

Quantum

As the government continues to
dither as to whether or not there is a
pollution problem in Hong Kong, can
you pass a copy of the picture to the
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appropriate person in government to

record how many days in 2007 we get
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as clear a view in Hong Kong as that
in the picture, and ask them to report
back as to why they believe this to be
the case?

Mike Allardice
Quantum
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Chairman’s desk
FFEZS

David Eldon ¥ &%

The Financial Secretary pointed out in his recent Budget speech that “quality
human capital is the most important element in developing a knowledge-based
economy.” I think this is a sentiment with which we all can identify. As well as
continuing to develop talent locally, the government is also seeking ways to attract
talent to Hong Kong from around the world. However, with many countries now
experiencing significant shortages in skilled workers, the global battle for talent is
a highly competitive arena. While Hong Kong still enjoys many advantages over its
rivals, it must continue to look for ways to help companies bring in the talent
required to fuel Hong Kong’s growth and prosperity. In this regard, there are two
areas of our immigration procedures that could be modified to enhance our
competitiveness in this battle for talent.

For many, our Immigration Department (ID) does a fantastic job at the frontline
for people arriving in Hong Kong. Last year, according to the ID’s Website, 92% of
travellers were cleared through airport immigration within 15 minutes, and over
1.6 million employment visas were issued, up almost 50% on 2005’s total.
However, when a company identifies a person from overseas who is needed here to
fill a business need, that need is usually immediate. The ID normally takes four to
six weeks to process an employment visa. This might be considered competitive
compared with many other countries, but against our rivals for the title of Asia’s
business hub, this lead-time is not conducive for companies to meet their business
requirements, particularly in a knowledge-based economy like Hong Kong.

In Singapore, thisissue has been largely addressed by granting a Temporary
Employment Pass (TEP), which allows a foreigner to commence work in Singapore
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immediately. The application is made over the counter at the Ministry of Manpower
and, if successful, is issued on the spot. A TEP can only be applied for when the main
application for the Employment Pass (EP) has been submitted. When approved it is
valid for one month, during which time the main EP application is considered and, if
appropriate, approved.

TEP applications are reviewed on a case-by-case basis and subject to strict criteria (e.g.
a minimum salary level, qualifications and job level are required for employment with
a well established organisation). Generally, unless there are concerns that the main EP
application may not be successful, the TEP application would be approved.

The introduction of a similar arrangement in Hong Kong would be extremely well
received by the local and overseas business community and would be a significant
improvement in our competitiveness.

Short-term business travellers

In addition, and consistent with today’s global economy, there are thousands of
foreign business travellers in Hong Kong at any one time. Many are here for only a few
days at a time as, for example, companies use external employees from other offices at
various stages of a project either for project oversight, client relationship management
or to provide specific expertise for part of the overall project. Which of these business
travellers need an employment visa for the duties they will perform in Hong Kong?

Under the Immigration Ordinance, any person who does not have the right of abode
or right to land in Hong Kong, must obtain a visa before commencing work here.
However, there is no clear definition of the term “work” in the ordinance and no clear
guidance from the Immigration Department on how the term should be interpreted.
Clarity on this issue would be warmly welcomed by the Hong Kong business
community. This could be achieved without the need for legislative change by the
Immigration Department releasing a clear interpretation of the term “work” with
practical examples for when an employment visa is needed and when it is not.

The Inland Revenue Ordinance addresses the issue for short-term business visitors by
excluding them from salaries tax if their visits do not exceed 60 days in a tax year.
However, the Immigration Ordinance does not have any similar provisions and the
general position is that anyone working in Hong Kong, even for just one day, who does
not have the right of abode or right to land in Hong Kong, must obtain a visa. Not
surprisingly, companies are finding it difficult to comply with this requirement. Whilst it
would be difficult to align the immigration and tax laws entirely on this issue, it should
be possible to include in the Immigration Department’s interpretation of the term
“work” a de minimis number of days working in Hong Kong for business travellers.

The battle to attract talent to Hong Kong will be fought on many different fronts but
the ability to bring the right talent to Hong Kong quickly and efficiently when the
need and resource are identified will be a significant step in the right direction.

And finally, this is my last message before I step down from my role as your Chairman,
having completed two years in office. Let me say that they have been two challenging
years, but they have also been fun. There is much work to be continued and new issues to
pursue. Your General Committee is well up to the task of looking after your interests and
my thanks to them as well as, particularly, the Chairman’s Committee for their selfless
work in promoting your Chamber and for supporting me to the full. It would be remiss
of me not to mention the hard work behind the scenes that is undertaken by the
Chamber staff, and to them also, my thanks and best wishes.¥&

David Eldon is Chairman of the Hong Kong General Chamber of Commerce.
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Legco viewpoint
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Hong Kong will celebrate the 10th anniversary of the handover this year, with
the festivities culminating in July. A total of 460 events have been planned for
the celebrations, some of which began as early as April. These will provide a
unique occasion to bring people together, many of whom will come from
overseas, especially from the Mainland, to join in the festivities. Visitors will
discover our unique characteristics and enjoy our “shopping paradise” during
their stay. Regrettably, a number of high-profile incidents involving visitors
being cheated while shopping in Hong Kong have taken the shine off our
shopping paradise crown. Such behaviour has to be taken very seriously to
minimize the damage to our tourism and retail industries.

Tourism is one of our four pillar industries. The issue of zero-fee tours last year
threatened to damage our tourism image and the problem was discussed in the
Legislative Council. To tackle the practice, a “Honest & Quality Hong Kong
Tour” campaign was launched, pledging that tourists would be free to make
purchases and would not be forced to shop in designated stores. The scheme
has proven to be effective and has been welcomed by tourists.
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Mainland visitors make up the lion’s share of tourists coming to Hong Kong,
especially during the Labour Day Golden Week holiday and the National Day
Golden Week period when Mainlanders flock to travel overseas.

Some large-scale exhibitions, such as the Spring Electronics Fair, the Houseware
Fair and the Gifts and Premium Fair organized by Hong Kong Trade Development
Council last month, attracted thousands of business travellers to Hong Kong. After
attending the meetings, these visitors often went sightseeing around Hong Kong to
enjoy their leisure time.

Tourists love shopping in Hong Kong because stores offer a wide range of high
quality goods, and retailers enjoy a reputation for being trustworthy and for not sell
counterfeit products. The prices, even of famous brands, are also cheaper than in
neighbouring regions. As such, Hong Kong is reputed as a shopping paradise.
However, a CCTV reporter recently filed a report claiming that she, in disguise as a
customer, was swindled while shoppingin a jewellery shop in Hong Kong.

Such incidents of dishonest sales practices can deal a heavy blow to our tourism,
retail and catering industries, and threaten to severely damage Hong Kong’s hard-
won status as a shopping and culinary paradise. Disturbed by the reports, some
government departments, including the customs, police, and the Hong Kong
Tourism Board, have taken swift action to investigate the incident. As a result, a
series of measures have been drawn up to combat unscrupulous retailers. Apart
from rigorous enforcement of rules and regulations, the government is planning to
publish the names of shops caught cheating tourists online, and to take a tougher
stance against offenders through a demerit system. And for those who have joined
the “14 Days 100 Percent Refund Guarantee Scheme,” they will extend the refund
period to 180 days.

The government should step up promotion of the initiative and encourage shops
providing a high standard of service to join the “Quality Tourism Services Scheme”
(QTS). The QTS Scheme allows tourists to easily identify reputable shops selling
genuine products that are clearly priced by the QTS labels displayed in the shops.
For unscrupulous shopkeepers, the names and addresses of blacklisted shops
should also be published on the Mainland authorities’ Web sites. Leaflets listing
the new and old names of shops to avoid disguises should be distributed at border
checkpoints. A rigorous and effective regulatory mechanism against unscrupulous
retailers is the key to combating the few rotten apples in the group who have
damaged tourists’ confidence to shop in Hong Kong.

Former Chamber Chairman and member of the Legislative Council James Tien
Pei-chun was appointed Chairman of the Hong Kong Tourism Board in March. He
has been providing valuable suggestions and seeking solutions to deal with these
incidents. Mr Tien has built up a vast network in the business community through
his public service over the years. With his experience as Chairman of the Legco
Panel on Economic Services for nine years, he has a clear understanding of the
tourism industry’s current policies and future development needs. Under his
leadership, I believe that Hong Kong’s tourism industry will continue to thrive. ¥&

If you have any views or comments, please send them to me directly at,
jefflam@fowind.com.hk, or visit my Website at www.jeffreykflam.com

Jeffrey Lam is the Chamber’s Legco Representative.
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CEO comments
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Alex Fong 7 %12

The Chamber’s new series “Business connect with China in a rapidly
globalizing economy” got off to a flying start last month with Wang Hui,
Deputy Director-General of Economic Affairs Department, Liaison Office of
the Central People’s Government in the HKSAR, helping us to kick off the
series with a keynote address on the increasingly intertwined relations that
China and ASEAN countries now enjoy.

The mutually beneficial China-ASEAN Free Trade Area (CAFTA) is expected
to create an economic region of 1.8 billion consumers, US$2000 billion in
GNP, and US$1200 billion in trade volume. China’s interest in ASEAN is part
of its “going out” policy for Mainland companies to expand overseas and
diversify their operations. In 2005, Chinese enterprises invested US$172
million in the 10 ASEAN countries. Just as Mainland companies are “going
out,” so too are foreign businesses “going in” to China. Through this new
series, the Chamber will discuss with officials and businesses operating in
China and the other regions in the world how this new flow of business, trade,
investment, funds and information could change companies’ growth
strategies. Of course, we will be particularly interested in the roles that can be
played by Hong Kong as a city and by companies operating out of Hong Kong
in such developments.

To reinforce the rapidly globalizing economic context under which such
developments are taking place, David Wei, President, Business-to-Business
Division of Alibaba Group, spoke in a Chamber luncheon entitled “Asia’s New
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Import-Export Landscape” last month on the role that e-commerce can play in
helping companies capture opportunities in such flows. The story he told
illustrates well how a Mainland company is using Hong Kong as a base and the
Hong Kong General Chamber of Commerce as a platform to help them achieve
their objectives of “going out” in order to capture the opportunities created by
the rapidly globalizing economy.

Turning to May, our focus will shift to Vietnam. Members will be able to talk
and meet with officials and investors to learn how business opportunities can
be created in one of the hottest countries tipped for growth in the coming few
years, Vietnam, during the Chamber’s mission to the country in mid-May. As
seats are limited, if you have not yet signed up for this mission, which promises
to be a very useful and valuable study tour, I urge you to do so soon.

A host of other events related to the changing Asia-China paradigm will be
organized for members in the coming months. In June, we will turn our
attention to the China-Americas paradigm. So I urge you to keep an eye out for
upcoming events publicized on our Website. ¥&

Alex Fong is CEO of the Hong Kong General Chamber of Commerce.

Limousine service J

For the same price as other business class airlines, Virgin Atlantic Upper Class offers you so much more -
at no extra cost. From now until Sept 2007, book a return trip on Virgin Atlantic Upper Class to Sydney and
you'll enjoy HK$1,500 cash coupons and even an ultimate trip to Banyan Tree Phuket.*

* Terms and conditions apply. Please visit www.virginatlantic.com.hk for details.

UPPER CLASS '\/'/%atlantic Enjoy.
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Sir Sidney Gordon, GBM, CBE, JP

Many people in business, charity, sports and government
circles were deeply saddened by the news that Sir Sidney
Gordon had passed away on April 11. He was 89.

Upon hearing of his death, Chief Executive Donald Tsang
said: “Sir Sidney has a long record of dedicated public
service and he will be remembered for his contribution to
Hong Kong. I wish to offer my deepest condolences to all
members of his family.”

Sir Sidney joined the Chamber’s General Committee in
1956, and served as HKGCC Chairman in 1963- '64. He
also served as the Chamber’s Legco Rep in 1976-'78. Over
the years, he provided invaluable contributions to the
Chamber’s work and development.

An accountant by trade, Sir Sidney arrived in Hong Kong in
1946 and built up his career working for Lowe, Bingham &
Matthews (now PricewaterhouseCoopers), and was admitted
to partnership in 1950. He acted as the firm's senior partner
from 1956 to 1970. He joined Sir Elly Kadoorie & Sons in
1970, and was appointed Deputy Chairman of CLP. He
became Chairman in 1991 and retired in 1996.

A strong supporter of charity and community work in Hong
Kong, Sir Sidney will be sadly missed.

Sidney Gordon &+
(GBM, CBE, JP)
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The HP Proliant DL365 isn't just a server, it's a saver too. No wonder it's maintained its

position as Hong Kong's No.1 best seller*. Powered by AMD Opteron™ processors it uses s =

30% less energy** yet packs the same performance you expect from HP Proliant. Crank up [ k==L — = L

capacity even further with an HP SAS 2.5 inch Hard Disk Drive which saves you 50% energy HKS 14,999 ‘ HP PROLIANT DL365 G1 SERVER
compared with using a 3.5 inch disk drive. And with the HP Proliant Essentials Server z

Migration Pack — Physical to Proliant Edition you can transfer 50GB of data over a 1GB © Dual Core AMD Opteron™ 2210 Processor (2MB L2 Cache, 1.8GHz)

isolated network in just three simple steps and 90 minutes** flat. Simply click and watch it SHLCBI(2RiZ12MB)RC2:o300IRDREINIMMIGETME it ancediEES

® HP Smart Array E200 Controller with 64MB cache (RAID 0/1)

® Support 6 hot plug 2.5" SAS hard drives

Save energy, as well as money by migrating to an HP Proliant server now. Get 50% off the ® Integrated Lights-Out 2 Standard (iL02) for remote management
HP Proliant Essentials Server Migration Pack when you buy any of the featured servers

before May 31, 2007.

all migrate. While you sit back and sip one of those coffees.

*HP leads the Hong Kong x86 server market with 39.7% market share in revenue for the full year 2006
Source: IDC Asia/Pacific Quarterly Enterprise Server Tracker, Q4 2006, February 2007

9 Yeg e oee s AL
By . waLl . .
= a
| HP PROLIANT DL145 G3 SERVER | HP PROI JL385 (G2 SERVER) | HP PROLIANT DL585 G2 SERVER
HK$10,499 HK$15,999 HK$65,399
® Dual CoreAMD Opteron™ 2210 HE Processor ® Dual CoreAMD Opteron™ 2210 HE Processor © Dual Core AMD Opteron™ 8212 Processor
(2MB 12 Cache, 1.8GHz) (2MB L2 Cache, 1.8GHz) (2MB L2 Cache, 2.0GHz)
® 1GB (2 x 512MB) PC2-5300 DDR2 DIMM (667MHz) ® 1GB (2 x 512MB) PC2-5300 DDR2 DIMM (667MHz) ® 2GB (4 x 512MB) PC2-5300 DDR SD RAM
© Embedded HP SATA Controlter with Advanced EEC ® HP Smart Array P400 Controller with 256MB cache
© 80GB SATA hard drive ® HP Smart Array E200 Controller with 64MB cache (RAID 0/1) © Support up to 8 hot plug 2.5 SAS hard drives
® ntegrated Lights-Out 100i remote management ® Support up to 8 hot plug 2.5" SAS hard drives * Slim DVD/CD-RW optical drive

i #E E'al% © Integrated Lights-Out 2 Standard (iL02) for remote management © Integrated Lights-Out 2 Standard (iL02) for remote management

Call HP Sales Hotlines
Hong Kong customers 800-93-8855
Macau customers 0800-118

HP ProLiant Essentials Server Click www.hp.com.hk/promotion/

Migration Pack ProLiantEngSaving/Eng
(Original Price HK$1,716 per license)

**Source: hittp://n30099.wmw3.hp.c ower%20Calculator%20Catalog Xk
Promotion period starting from now to May 31, 2007. While stock lasts. This offer cannot be used in conjunction with other promotions. HP reserves the right to change or cancel the terms and conditions without prior notice. In case of any disputes, HP reserves the final discretion
©2007 Hewlett-Packard Development Company, L.P. All rights reserved. AMD, the AMD Arrow logo, AMD Opteron, and combination thereof are trademarks of Advanced Micro Devices. (The picture above is for reference only)
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Outsourcing Comes Full Circle
[5] 2| J= 3t

EEEI

By Anita Lim #B%&

Outsourcing is still growing but at
a much slower rate as companies
re-evaluate its benefits

EBI MBS NEER  BRRARE
BE - AIRGECRAERFEEMRR
B 3

The political and social heat surrounding
outsourcing has now cooled as workers in
developed economies have come to realize
that it is not the threat that they once
believed it to be.

Many organizations that employed outsourcing
are now revising their strategies and tactics as a
result of unsatisfactory experiences with hiring
external providers. Complaints about
substandard work seem to overwhelm the
argument that outsourcing can help companies
develop new businesses and functions.

Outsourcing’s popularity took off as a cost-
saving strategy during the recessionary
environment following the Asian Financial
Crisis. Rapid advances in information and
communication technologies (ICTs) around
this time increased the tradability of many
business services and also created new
tradable services.

Developing economies, such as India, have
benefited enormously from IT and ICT-enabled
offshoring in the ongoing globalization of
services. As services are becoming more tradable
and increasingly independent of location, firms
are shifting offshore certain business functions,
such as administrative support units and
research and consultancy services, to countries
with relatively lower labour costs and a talented
workforce in order to focus on their core activities
and increase their competitive advantage.

Ping-On Mak, HR leader for General Electric
Consumer Finance in Asia and the Co-
chairperson of Hong Kong Institute of Human
Resources Management’s China HRM
Committee, said most people still miss the
point about outsourcing. Most non-value
added functions, such as payroll, placement
and recruitment, if outsourced, would free up
a company’s HR department to focus on new
value-added functions.



. :

“Many U.S. credit card companies, for
instance, have long been outsourcing their
call centre services to low-cost English
speaking areas such as Mexico and India.
Outsourcing non-value added functions,
therefore, is seen as the global trend wherein
companies can maximize productivity with
minimum resources,” Mr Mak explained.

Outsourcing, by many measure, is a great
success story for many companies using it as
a tool to facilitate their business. According
to a survey done by TPI, a global sourcing
advisory firm, in January this year, the
outsourcing market in the Asia-Pacific region
enjoyed strong growth in 2006. Not only had
the number of deals signed increased by
43%, but also the total value of these
contracts had also increased by 67%.

But you don’t need to look far for signs of
trouble. A survey of 200 European executives

T'he Bulletin L% /11 MAY 2007
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by analyst house Gartner found that 55% of
those businesses with outsourcing contracts
have renegotiated their deals. One in eight
contracts had even been renegotiated within
the first 12 months of their operation, but
only 6% percent were planning
renegotiations to rescue existing deals.

A report by Deloitte Consulting says that
outsourcing is an extraordinarily complex
process in which, contrary to what we would
expect in theory, would often lead to
increases in administrative costs due to
unexpected and substandard output from
outsourcing vendors.

Instead of simplifying a company’s
operations, Deloitte’s report discovered that
outsourcing could introduce complexity, and
even increase costs and friction in the value
chain so that a once simple task could drag
senior management away from their main

LAMBERTO ALVAREZ / KRT
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Outsourcing’s
benefits, risks

Results of a survey of large
companies on the benefits
and emerging risks of
outsourcing various work:

Top benefits

Cost savings [ 65%

Access to
knowledge I 39%

Access to better
capabilities &% oy

Flexibility |

Realignment
of resources 1 26%

Quality - 26%
Transfer of risk [ 22%

New risks
Vendor under-
performance [ 35%
Loss of control [ 35%
Cost related | 30%

Knowledge loss 71 30%

Intellectual
property, [ 26%
confidentiality
Internal
employee issues | 22%
Vendor employee
turnover/training | 22%

Note: Multiple answers allowed

Source: Deloitte Consulting
Outsourcing Study, 2004
Graphic: St. Paul Pioneer Press

© 2005 KRT
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duties to manage the problem. Moreover,
while outsourcing had allowed organisations
to transfer financial and operational risks to
vendors, organisations discovered that their
contracts could never fully protect them against
customer defections and business losses caused
by substandard service or disruption.

Similar findings were revealed by Bain & Co, a
firm of consultants, which suggested in its
report that although 82% of large firms in
Europe, Asia and North America had
outsourced various functions, and 51% had
been outsourcing offshore, almost half
expressed that outsourcing did not meet their
expectations.

Although companies surveyed in Deloitte’s
report said that many organizations had been
compelled to adopt outsourcing to improve
their technical, operational and process
management skills, doing so threatened a loss
of knowledge and the danger of being held
hostage by vendors.

“In today’s economy and labour market,
organizations looking for differentiated growth
solutions should avoid outsourcing when based
solely on cost savings,” the report said.

Like any product or service, you only get
what you pay for, and that is especially true
of outsourcing. Mr Mak said companies that
have to bear a major responsibility for
unexpected results because they have not
carefully examined and selected the right
outsourcing service provider.

A common pitfall that businesses fall into
when outsourcing is that companies simply
sign up for projects without enough
preparation, when instead it should be entered
into with the same care as an M&A activity.

In GE’s case, Mr Mak said the company
searched a long time for the right vendor, but
stressed that once the right one had been
found, the cooperation facilitated the
company’s future expansion.

Outsourcing in China
Due to the wage-cost advantage and the large
pool of English-speaking skilled labour, India

has become a prime location for IT and ICT-
enabled services offshoring in recent years.
China, which has thrived on companies
offshoring their manufacturing processes, is
now looking to enter the services
outsourcing industry. As a relative new-
comer, will China be able to catch up and
become the new centre for ICT-enabled
services offshoring? The main question for
China is whether it will be able to move up
the value chain and evolve from a
manufacturing powerhouse and the world’s
largest exporter of ICT goods, into a global
services exporter.

Analysts argue that this is unlikely to happen
unless China improves the skills and quality
of its workforce — despite a large labour pool,
there is a shortage of graduates suitable to
work in globally engaged activities as they
lack the relevant language, cultural and
corporate culture skills.

China is clearly improving its English-
language capabilities, but India still has a
large comparative advantage in this field and
it may take China some time, both in fact
and by reputation, to reach India’s levels of
English proficiency.

While English is generally considered the
main “foreign” language for doing business
with most countries, Japan has a special
advantage in dealing with China because of
its Japanese language skills. In fact, China is
the major offshoring destination from
Japan (Table 2), due to its geographical
proximity, China’s growing market, and
language similarities.

A report released by Organisation for
Economic Co-operation and Development
(OECD) in March this year examines China’s
rising aspirations to switch from being the
world’s factory, to the world’s office. In the
report, “Is China the new centre for
offshoring of IT & ICT services?” the OECD
says no — not yet. But there is a potential for
China to grow and gain importance as a
supplier of these services.

India ranks as the top offshoring destination
for ICTs, followed some way behind by
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China. However, Henning Kagermann, Chief
Executive of one of the world’s biggest
software companies, SAP, told the media
earlier this year that India was becoming too
expensive to outsource work there. He
predicts China could have greater potential to
be an outsourcing service centre. However,
rising salaries and other cost increases in
India and China mean the financial
advantages of outsourcing to such
destinations will dry up in the next 20 years,
according to a study released by consulting
firm A.T. Kearney.

In Hong Kong, the idea of outsourcing has
long been adopted and even advocated for
years. For instance, the HKSAR Government,
the largest local employer, adopted a vigorous
approach to ICTs outsourcing as part of its e-
government strategy. A government official at
the Information Services Department said
outsourced IT service providers and suppliers
had helped the government achieve its target
of providing an e-option for 90% of all
public services.

According to the HKSAR Efficiency Unit,
government departments outsource mainly
to acquire services unavailable in-house,
and cost saving is not the main reason for
outsourcing.

However, positions of security guards and
cleaning workers being outsourced by the
HKSAR Government have been criticised
for being underpaid because tender winners
turther outsourced the jobs. The quality of
services outsourced have also been discussed
in Legislative Council meetings as the
Legco’s Food Safety and Environmental
Hygiene Panel was told that the
Government Laboratory was studying the
feasibility of outsourcing tests to free up
resources for more complicated tests.

Mr Mak expects demand for outsourcing to
grow, despite service quality remaining a
major issue. However, as more outsourcing
firms and vendors compete in the market,
service quality is expected to rise as they
compete for contracts. ¥&
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Two thousand seven is starting off pretty well for
Hong Kong, but only if you squint your eyes a bit
and pretend not to notice a few things. On the
domestic side, retail sales are still growing, prices
are rising very modestly and the Hang Seng
Composite Index was up 30.6% from January-
February 2006. Externally, trade remains healthy,
if not quite the boom of the past three years.

Visitor arrivals in the first two months of the year
rose 4.5%, to 16.78 million (Hong Kong hosts more
visitors each month than our total population).
Arrivals by air were up just 2.78, and by other means
— border crossings and ferries — by 4.7%.

Inflation has been modest, rising just 1.4%
(slower than a year earlier by two-tenths). That’s
important, because we’re highly vulnerable to
world prices and our most important supplier
(guess who) is letting the renminbi appreciate

MICHAEL HOGUE/]

against our dollar (and, that of the U.S.).
International oil prices have stayed stubbornly in
the $59/barrel range for over six months.

On the domestic side, retail sales expanded just half
as fast (+4.8%) in the first two months of the year as
in the same 2006 period. The slump is mainly in the
supermarket and department stores arena.

And then there’s trade . ..

All of the above are trivial (unless you’re in that
business), as compared to trade. Managing the flow
of goods through our port is the 800-pound gorilla
sitting in the middle of the room that no one wants to
talk about.

Trade is slowing.

The 9% rise over the first two months of 2006 was
the fourth consecutive year of slower growth.
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A Modest Start to the Year

BERBEEXS

By David O’Rear Bxx &

Although re-exports are still expandi | "
ough re-exports are still expanding at a January-February Two-Way Trade and Q-1 GDP
healthy 13.4% clip, there are signs that March and Year-on-year percent change

’] April data may not be as good. Hong Kong 1Z2A HWARBRESENEEBE newvmsy

factories in the PRD do not seem to be getting

T 500

: 16.0
;‘ﬁ back to business as quickly as they normally do, o GDP (left scale) )
perhaps due to problems of finding workers or FiEERE (ZLLHIR) + 400
pressure to move older factories out of the region. 'S =
Whatever the reason, there are signs that our life’s - }
blood is not doing very well. . - 20,0
6.0
100
Japan’s exports to China, an early indicator of AL
how well demand is doing in the Mainland, rose 2.0 - 0.0
26.6% (in Yen terms) in the first two months of 00 ; : e
: 0 : Trade (right scale) r (100
the year, and imports rose 24.5%. Taiwan and (20) RS (5 LLPIR)
Korea have also reported January-February data (4.0) = (200)

1980 1990 2000

at this writing, and in combination with Japan the
Northeast Asia (ex-China) region saw exports rise

11.4% and imports 8.0% in dollar terms. Not bad. Q-1 G!()ez ;s'e.!:u!!cltec?:n Ee sults
Our own trade isn’t doing quite so well. ii*ﬂﬂiﬁﬂ:ﬁ!‘;ﬁﬁﬁﬁ g}ﬁﬂz&!}]ﬁﬁth

Hong Kong’s re-exports to China grew just 12% 098
in January-February, down more than a third 1o | ' 2—; :ND!';iﬂil
from the 18.7% pace of a year earlier. Overall
imports (a good proxy for what we ship to the oI
Mainland) rose less than 8%, as compared to
12.4% in the first two months of 2006. This is 5.0 +
not good.
00
What can we conclude from just two months Full Year
worth of data? In the case of the trade figures, GOy il
quite a lot. The first graph shows the fairly close
relationship between January-February two-way (109 1975 1985 1995 2005
trade and growth in the overall economy during
the first quarter. Over 25 years, the pattern holds
very well: when trade rises strongly, GDP follows,
and vice versa. The second graph illustrates the slower than we've seen in the past four years, but
equally close correlation between first quarter that’s not necessarily bad. The economy has boomed
growth and that of the entire year. for a very long time, by our standards. &
As trade goes, so goes Hong Kong’s economy. David O’Rear is the Chamber’s Chief Economuist.

There is every sign that growth this year will be He can be reached at david@chamber.org.hk
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We go beyond the box in every sense. Like
a helicopter lifting into the blue, our service rises
above the rest. Going beyond reliability and
efficiency, we develop a genuine understanding
of our clients’ needs and then meet them with
professionalism, flexibility and care. With over
30 years of experience, we are able to provide
customised solutions for any requirement.
Our service goes above the rest, you go

beyond the best.

Hong Kong Air Cargo Terminals Limited

www.hactl.com
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During the last twenty years, computer and
electronic games have become a huge commercial
market. But as the electronic-game industry has
grown, so too has the complexity of devices.
Nintendo DS and PSP machines cost close to
HK$2,000, and games start at around HK$200
each. For Nio Kam Kie, Chairman of Marido
Industrial Company Limited, a manufacturer of
electronic games and watches, his best selling
electronic game “Tetris” costs just HK$14 and he
ships them by the millions to developing countries
where the price of a PSP is often far more than a
month’s wages.

His games have been so popular that pirates have
copied the devices and even his packaging, an
unwelcome side-effect of popularity that he is
trying to combat.

Demand for electronic games comes and goes very
quickly, like Tamagochi, an electronic pet breeding
game fad which spread across Japan, Hong Kong

SEERGEREXR

HAR

and Asia almost overnight. But Marido’s key to
success lies in its pricing. Children in India, the
Philippines, Africa and other developing nations
all love playing electronic games, as do Hong Kong
children — and many adults — so Marido provides
them with an affordable option.

Mr Nio started Marido in 1980 as an OEM
manufacturer of simple electronic watches. It
grew quickly manufacturing multi-functional
LCD watches, quartz analogue watches and other
electronic goods such as radios. As prices of
microchips plunged, the company expanded into
the electronic games business in the 1990s.

His successful move into electronic handheld
games was aided by Marido’s good relations that
had been built up with suppliers and buyers over
the years.
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Marido Stands the Test of Time

By Anita Lim

“We believe that being honest and honouring
promises is very important in the trading
business, especially with our multinational
clients,” he said. “The Middle East is one of our
major markets for low-cost electronic handheld
games, and the experience we have accumulated
in working with merchants in the Middle East,
and India, has sustained our growth in these

markets over the years.”

Mr Nio recalled that during the height of the
Tamagochi craze, many manufacturers pushed up
their price after discovering that shops were
jacking up their prices by between 200-300% as
demand rocketed. Despite this, Mr Nio
maintained his prices, a commendable move that
did no go unnoticed by his buyers.

Similarly, when Seiko, the Japanese watch giant
which Marido had been buying parts from for
years, requested full payment from buyers
before they replaced a faulty part that had been
shipped, many other Hong Kong companies
refused to comply. Mr Nio, however, thought it
was a reasonable request and authourized
payment, which was highly appreciated by his
Japanese supplier.

“Our good relationship with the Japanese is
important for our electronics business, not only
because the Japanese are well-known for
electronics, but they have also helped us to
expand Marido’s business network and connect
with quality buyers and sellers. Most importantly,
this good relationship has helped us to advance
our business in the electronic handheld games,”
he added.

New challenges

Marido opened its first factory in Kwai Chung in
1981, and in 1984 Mr Nio decided to relocate his
production line to Dongguan to meet the steady
increase in orders. Almost two decades later it
opened a new factory in 2003 to crank up
production of electronic games to 10 million, and
watches to 3 million. The recent changes to the
Mainland’s policy on manufacturing and labour,
however, have substantially increased the
company’s production costs.

To combat this, Marido moved to a smaller
factory on the outskirts of Dongguan to reduce
costs, and downsized the labour force from 1,300
to around 700.

“We managed to do this by outsourcing low-profit
manufacturing processes to local companies,” he
said. “We once tried to open a factory in India, to
be closer to our main customers, but bureaucracy
in the country made it very difficult to do
business. So we decided to stay in the PRD and
focus more on R&D for new electronic games.”

He is also slowly switching his watch business
from OEM to ODM. Although the initial costs
reduce the profit margin, Mr Nio said as the
business matures and more repeat orders come in,
the profit margin should rise. One area that he
believes offers great potential is in accessory
watches, and his designs have been very well
received in developed markets such as the U.S,
Europe and Japan. ¥&
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Special Reports

Corporate Spying
HESLES

Espionage is one of the
biggest growth industries, but
who are its key players?

BSERRERMITRZ— £EF
WLt 2 8L 2

By Keith Blogg and
Harry Harkins

What do chemical giant Proctor and
Gamble, IT frontrunner Oracle and the
former French consul general in Houston,
Texas, have in common? The answer is that,
improbably, each of them has been engaged
in one of the biggest growth industries of
the new millennium — corporate espionage.

Their cases highlight a global industry which in one year
relieved U.S. businesses alone of proprietary information
and intellectual property worth US$59 billion,
according to a 2002 survey by the American Society of
Industrial Security and PricewaterhouseCoopers. One
estimate puts today’s figure at US$100 billion.

The survey, which looked at the experiences of 138
Fortune 1000 companies, showed that 40% suspected
or knew about the theft of proprietary information.
Half of those affected said the target was R&D with an
average loss per incident of US$405,000. Even that
figure did not take into account lost competitive advantage.

One shocking statistic was that 90% of PCs connected
to the Internet are infected with spyware — software
installed on a computer without the user’s knowledge

CHRIS PFUHL/KRT

to gather information and relay it to third parties
[see “Are There Spies in Your Computer?”,
(downloadable at www.g4s.com/international-
magazine_september_2005.pdf).

Attempts to steal confidential data have risen 50% in
one year according to the survey and some 45% of
businesses had incidents of unauthorised access to
data by insiders.

Intelligence gathering

In Europe, alarm at the activities of a U.S.-headed
spy network codenamed Echelon, which includes
industrial espionage in its intelligence gathering
brief, has led to a demand by the European
Parliament for e-mail encryption to become
standard and for closer co-operation between EU
businesses and the counter-espionage services. An
EU Parliament report claimed that Echelon was



capable of worldwide interception of satellite
telecommunications messages, e-mails and faxes.

And in Britain last year the counter-intelligence
service MI5 was “deeply concerned” at omnipresent
threat of infiltration by Chinese spies into British
business. It claimed that espionage was rampant and a
serious consequence of the global economy.

At stake in the battle to protect trade secrets is not
only the success of a new venture, but sometimes the
future of a company itself.

The gap between the winners and the also-rans in many
businesses is as slim as a few weeks or in some instances
just a few days. Years of research can be lost by the theft
of blueprints or formulations. Months of merger and
acquisition work can go down the drain because the
competition steals the final figures on offer.

Unlike physical assets, which can be seen to be stolen,
a company can be robbed of intellectual property or
competitive advantage for years without being aware
of what is going wrong,.

Competitors could be constantly beating them to the
market, underbidding or simply developing
innovations cheaper and faster. Your secrets in the
hands of a competitor are knowledge which can be
turned against you.

Anything that will give a company an edge over its
competitors is a natural target for the espionage industry.
It could range from computer source code for soon to-
be-launched software to intellectual property, marketing
plans, trade secrets, research documents and more.

Corporate espionage is not, of course, limited to
global players and massive technical investment.
Professional investigators can turn overheard
conversations, discarded documents, memos, bills
and scraps of travel information into a formidable
profile of a modest firm’s activities.

Weakest link

Allen H Beiner, FBI consultant in electronic sabotage,
says the weakest link in protecting vital commercial
data remains the individual worker. “We can put
firewalls on computers, but it really all comes down to

people,” he added.

One estimate puts two thirds of all corporate
espionage in the U.S. at the door of employees.
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Sometimes an employee sells secrets for gain.
Sometimes it may be for revenge. A disgruntled
employee could send secrets direct to a competitor.

Job interviews are another source of discreet employee
espionage for unscrupulous companies. Questions like
‘What have you been working on?’ or ‘What's the next step
for your company?’ are dropped in to fish for a rival’s secrets.

Often employees simply steal because big rewards are on
offer. Two people, including an employee of Samsung
Electronics, were arrested in South Korea this year for
trying to steal mobile phone manufacturing technology
worth US$1.3 billion from the company and attempting
to sell it to a company in Kazakhstan.

The case highlighted the country’s soaring toll of
technological leakage through espionage. According to
the Korean National Intelligence Service, the number of
cases stood at six, costing US$13.9 billion in 2003, rising
to 26 cases worth US$32.9 billion in 2004 and 29 cases
last year with a value of US$35.5 billion.

Valuable garbage
In the Proctor and Gamble case a former Vietnam
intelligence expert, John Nolan, spearheaded an
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undercover attempt to discover the secrets of rival
Unilever’s leading hair brands Salon Selective and
Finesse. The operation, which included ‘dumpster
diving’ — foraging through rubbish bins — was
uncovered by P&G’s own senior executives who had
not sanctioned the operation and went to their rival
to confess. Three employees were sacked.

Dumpster diving also featured in the activities of Oracle’s

attempt to extract the secrets of its bigger rival, Microsoft.

Dubbed “Garbagegate” the raids were defended as
legitimate by Oracle chief executive Larry Ellison.

Another garbage collection team which sorted trash
at the home of a Houston U.S. defence contract
executive was found to include the French consul
general. He claimed he was “collecting fill for a hole
in his yard,” but the FBI were convinced the hole he
sought to fill was in France’s defence capability.

Techniques used by corporate spies are evolving all
the time. But some are startlingly simple.

In South Africa, modified cell phones have been
found hidden in company boardrooms awaiting
remote activation. The modifications meant that the
phone did not ring when it was dialled, but simply
switched on and transmitted whatever it heard
through a sensitive microphone.

An Israeli couple arrested this year were alleged to
have developed a malicious piece of software —
known as a “Trojan horse” — which infects a
computer system and enables outsiders to view
confidential documents, spreadsheets and e-mail
messages together with passwords and user-names.

So what is to be done? Alongside the technical
protection of computer data must come a
programme of employee training in security.

“Employees must form the organisation’s first line of
defence,” advises information security specialist Capt
Raghu Rahman, CEO of Mahindra Special Services
Group. “Educated and aware employees are several times
more efficient than the most sophisticated of security
systems and are available at a fraction of the cost.”

“Secondly, think information security, not IT
security and make it part of management’s key
responsibility areas. This involves a cultural change
in thinking, especially in the Indian subcontinent
where elements of privacy and data protection are
traditionally absent.”

It’s good advice for every company, large and small,
for the most unlikely people may be gleaning far
more about your business activities and plans than
you ever imagined was possible. %&
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Kunshan Mayor Guan Aiguo led a delegation to the
Chamber on March 23 to invite Chamber members
to attend the 2007 Kunshan and Huagiao
International Business Park (Hong Kong)
Investment Promotion Fair on April 17. The
delegation was welcomed by Chamber Deputy
Chairman Dr Lily Chiang and CEO Alex Fong.

Dr Kim Kyeong-won,
Senior Executive Director
of Samsung Economic
Research Institute, Korea,
met with the Chamber’s
Chief Economist David
O’Rear on March 22 to
exchange information on
the latest developments in
Hong Kong and Korea.

Yuichi Matsushita, Chief
Strategist of Nikko Global
Wrap Ltd, Japan, visited
the Chamber on March 30
and was welcomed by
Chamber CEO Alex Fong,
who discussed Hong
Kong’s economic and
business environment,
while Mr Matsushita
updated the Chamber on
the Japanese economy.

KK Yeung, Chamber
Vice Chairman, and
CEO Alex Fong
represented the
Chamber at a Spring
Dinner on March 19
organized by the CCPIT
HKSAR and Macau
Representative Office
and CCPIT Guangzhou
Sub-council.

Wang Shengming,
Deputy Director,
Legislative Affairs
Commission of the
Standing Committee of
the National People's
Congress, briefed
members on the details
of "China Property
Rights Law" at a
seminar on March 29.

BUTHTREZEEEANRENI AL HEH » BHLEE
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Wang Guang
Ming, Vice
Secretary
General, The
People's
Government of Hunan
Province, called on the
Chamber on April 11 to
introduce the fourth Pan
PRD Economic Forum,
which will be held in

Hunan in June.

Professor Wang Tongsan, a
reputable and influential
Chinese economist, close
to the Chinese
Government and closely
involved in China’s
economic policy making,
spoke at the Chamber’s
roundtable luncheon on
March 21 on “The
Government Work Report

and China’s Economic
Development: An Insider
Analysis.”

Dr WK Chan, Senior
Director for Business Policy
at the Chamber, and
Chamber China Manager
Wendy Lo, attended a
consultative meeting on
CEPA convened by the
Secretary for Commerce
Industry and Technology
on March 30. Members of
HKCSI in the travel and
information industries also
attended the meeting.

Dr Raymond

* Cho-Min Lee,

| Co-founder

| and Chairman,

Oasis Hong



Kong Airlines, shared his
vision of the changing
face of long-haul air
travel during a Chamber
roundtable luncheon on
March 19. Dr Lee also
spoke about up-coming
routes to European cities

and North America.

Cezariusz Kwaterski,
Director for International
Economic Cooperation,
Ministry of Economy,
Poland, accompanied by
Andrzej Pieczonka,
Consul (Commercial
Affairs) of the Consulate
General of Poland in
Hong Kong, visited the
Chamber on March 19.
Chamber Director of
International Business
and Programs Erica Ng
welcomed the visitors and
discussed ways to further
strengthen economic
cooperation between
Poland and Hong Kong.

Jorma Korhonen,
Ambassador and
Director-General of
External Economic
Relations, Ministry of
oreign Affairs, Finland,
aid a courtesy call to the
“_hamber on March 20.

welcomed Mr
orhonen and briefed

M on the latest

Siness developments in
g Kong.

Russell, Specialist
e Professional &
€8s Services Sector
e UK. Trade &

Erica Ng discussed with
Mr Russell ways to
expand business
assistance to companies
in the Northeast of
England who are
interested in doing
business in Hong Kong.

Dr Sabine Hepperle,
Director Asia Pacific,
International Economic
Affairs of the Association
of German Chambers of
Industry and Commerce
(DIHK), Dr Andrzej
Arendarski, President of
the Polish Chamber of
Commerce, and Dagmar
Kuchtovd, Deputy
Director General and
Director of External
Relations of the
Confederation of
Industry of the Czech
Republic, visited the
Chamber on March 28.
Erica Ng welcomed the
visitors and briefed
them on the services of
the HKGCC and
business developments
in Hong Kong.

Dunja Konjevod, Vice
President of the Croatian
Chamber of Economy,
and Alex Fong signed a
Memorandum of
Understanding on
April 13 to promote
and develop
economic &

trade relations
between Hong
Kong and Croatia.
The signing
ceremony was
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witnessed by Dr Boris
Velic, Ambassador of the
Republic of Croatia to the
People’s Republic of China.

Environment

The Business Coalition on
the Environment met with
Chandran Nair, Convenor
of the Support Group on
Better Air Quality of the
Council for Sustainable
Development, on March 19
to discuss the public
engagement exercise on air

quality to be launched by

the council. The Chamber
is the secretariat for BCE.

The Chamber’s Business
Policy Division held a
working meeting with a
team from the Business
Environment Council
(BEC) on March 30 to
work out the details of the
Clean Air Charter
Certification Scheme. As a
first step, BEC audited the
energy conservation
measures of the Chamber’s
head office. &

‘Conversation with a General Committee

Member’ Peter Wong

Peter Wong, Group General Manager and Executive
Director, Hong Kong and Mainland China, HSBC,
spoke at the Chamber’s “A Conversation with a
General Committee Member Forum” on April 12.
Mr Wong shared his thoughts with members on
banking developments in Hong Kong and the
Mainland, as well as talent development, among
other topics. To encourage a candid dialogue, the
talk was for members only and off the record.
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The Jilin-Hong Kong Trade and Economic
Cooperation Trade Fair took place in Hong Kong on
April 10. Chamber Deputy Chairman Dr Lily Chiang
and CEO Alex Fong represented HKGCC at the fair,
at which Mr Fong signed an MOU with CCPIT Jilin
Sub-council Deputy Chairman Li Guohua.

2007 Btk (BR) BEEXFARABSMERE®N4A10R
HEEH FREVRIRRBIABLRAHAERARS
RHEAMES  AEETRRLATHERESRERE
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Han Changfu, Governor, Jilin Province People's
Government, led a delegation to the chamber on
April 11 to introduce the province's investment
environment to members. Dr Lily Chiang welcomed
the visitors and introduced the role of the Chamber
and Hong Kong's business environment.
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HKGCC Joins MTR Hong Kong Race Walking
REESHE [HERSE 2007 ]

HKOCR

Over a thousand race walkers
took part in the “MTR Hong
Kong Race Walking 2007” in
Central on April 15, to support ‘&
One common goal — walk for a

healthier Hong Kong.

B-TEBLRZR4 8158
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amber CEO Alex Fong led the
-hamber’s team to participate in the
alking race to help raise funds for the
Ospital Authority Health InfoWorld’s

etter Health for a Better Hong Kong”
paign,
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P Asian race walkers also flew in from China, b e
. . 1. 0 /. @ v I ¢
13, the Philippines, Singapore and & srErAssEEL
and to COmpete in the men’s and women’s BB TME ARG BN
OMpetitions, giving the opportunity for BITR - &
ace walkers to Jearn winning skills and
Ques from overseas athletes. ¢

hamber’s tea, was cheered along the

Y SUpporters, including the Chamber’s
cheerleaders. (S
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Breakfast with the
Prime Minister of
Pakistan Shaukat Aziz

Pakistan is ranked as one of the fastest
growing economies in the world. In the
past five years, the economy has doubled,
along with per capita GDP. Its
performance is even more remarkable
considering that in 1999 the country was
teetering on the brink of bankruptcy.

Pakistan’s Prime Minister Shaukat Aziz is
credited as being the chief architect of
the turnaround and is widely respected
among foreign investors. The former
international banker told members at a
special Chamber breakfast meeting on
March 27 that he expects the country’s
7-8% annual growth to continue this
year as his reforms continue to attract
investors.

“Pakistan’s economy has been a real
success story in the past seven years and
we expect this to continue,” he said. “In
the last eight months, foreign investment
in Pakistan has increased 180%.”

“Pakistan’s economy has been a real
success story in the past seven years,”
says Prime Minister Aziz.

REARE . [SEMESRECAEtFMET
— BN BRI EE - |

Pakistan also ranked among the top-ten
reformers in the world, he added.
Privatization of its public sector industries
has been progressing at full steam, and there
are no restrictions on foreign ownership of
banks or utilities — sectors that are
traditionally restricted to outside investment
on grounds of national sovereignty.

“Many countries think if someone outside
your country comes in and buys your bank it
affects the national sovereignty. We think
not, so long as our regulators know what they
are doing,” he said.

“The worst thing that a government can do is
to tell an entrepreneur what percentage you
can have in a business. That is not the
government’s job. Either you believe in
foreign investment or you don’t, so we have
opened it up.”

Pakistan, however, still doesn’t allow
investors to sleep totally at ease at night, as
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extremists in the country conduct
sporadic attacks. The Prime Minister
himself survived a suicide attack when his
driver and eight others were killed. He
admits that Pakistan’s “brand” has to be
improved, but he downplayed media
reports of unrest by saying that when
people visit the country they are
pleasantly surprised.

“We have to change the mindset of people.
Today, anybody you talk to will tell you
that the government of Pakistan is the
most open, the most transparent, the most
business-like of any government in that
whole region,” he said. “And the reason for
this is that we have gotten out of the black
box approach. We put all policies on the
Web. Anything new we publish it in
advance to let people criticise, to let
people critic, then we adjust and we keep
adjusting to improve as we go along.” &

J Podcast: www.chamber.org.hk/bulletin
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."‘ Inister of Pakistan
L CNCY Mr Shasks

Chamber Deputy Chairman
Dr Lily Chiang thanks Prime
Minister Aziz for his talk.
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ViethamzThe Next China?

Buildings forming part of the
skyline of Hanoi, Vietnam, are
seen from the National
Convention Centre.
RUBPERFRAPLHBERLE TR
REMRRBBH—R -

“People are getting very
interested in Vietnam again
and bringing serious money,”
says Mrs Brooke.
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Vietnam missed out on the growth boom that
has transformed Asia during the past decade.
Its entry into the World Trade Organization

on January 11 this year, making the country
the 150th member of the trade body, is
expected to help this slow-starter quickly catch
up with its economically successful neighbours.

If this sounds a little like deja vu, you are half
right. When investors started injecting
money into Asia in the early 1990s, many
people thought Vietnam would open as fast
as China and sunk investments into the
country. But unfortunately, that was not the
case, according to an expert on business
investment in Southeast Asian.

Michael Lorenz, Director of Lorenz & Partners
(Hong Kong) Ltd, who advises international
companies on setting up their business in
Southeast Asia, with a special focus on
Vietnam, told members at the Chamber’s
April 10 roundtable luncheon that today,
Vietnam is very much like China 30 years ago.

“We see a trend that companies going into
Vietnam are going in for production. If you
are looking for an alternative manufacturing
base to the PRD, then Vietnam is a place to
consider,” he said. “People are very hard
working, and relatively cheap at HK$500
per month, which is quite reasonable
compared to the PRD.”

Vietnam’s entry to the WTO should make
it easier for companies set up in the
country, but as Mr Lorenz points out,
many exemptions have been included in its
accession agreement. Moreover, rules will
be phased in over a 10-15 year period.

Entrepreneurs have long been dipping
their toe into the Vietnam market by
setting up small businesses masquerading
as representative offices, but as a rep-office
by definition is not allowed to engage in
business, the authorities are now keeping
a very close eye on representative offices,

he said.



The Bulletin T /] 1) MAY 2007 | In Review i ) i ;

thE - AR E ?

Although trade in services can be a One area that Vietnam is expected to excel in

challenge for some businesses, Margaret is tourism. Presently, the number of airlines
Brooke, from Professional Property and hotels operating in the country is
Services Ltd, who is an active participant in limited, but just as manufacturers are calling

the Vietnam property market both as an Vietnam the next China, the tourism sector

investor and an advisor, said at the
luncheon that although “there are problems
still in Vietnam, it is developing, and it has
some way to go, but we first started our
office there in 1993-94. So as far as I am
concerned, Vietnam is doing brilliantly. It’s
really come a very, very long way.”

FDI into the country last year almost
doubled 2005’s total to reach US$7.6
billion, but as both speakers pointed out,

sees it more as the next Thailand. ¥&

£J Podcast: www.chamber.org.hk/bulletin

Trade picture R HFXHR

Vietnam’s progress
R R

E ?;le or thxS)Ilarge ir;vestrfnents coul;l_I easily I'Ef:::?@ﬁn saaa Esﬁon:;gﬂi =] -
£ distort growth performance. However, A
domestically, 106,000 SMEs have set up in S:: - S0 e
the country since 2000, many of them R = 1995 o = =
returning Vietnamese who are playing a 20’58;2 >>>>>>>>> 20 $5.5
crucial role in the country’s development. 10 10 |-

“People are getting very interested in
Vietnam again and bringing serious money,
and [ think this is because people now
think this is a serious market,” Mrs Brooke
said. “It had its problems, it went slowly,
but it is now really picking up and doing
quite well.”

The country’s strong growth is putting a
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strain on infrastructure, especially power AD (BB

and transportation networks, which GDPpercaplta2006$125 LAOS ( Gulf of Tonkin

Mr Lorenz said the Vietnamese Government ~ /AJEERR® VIETNAM

is encouraging companies to build through GDP sectors Services i
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Office supply is also very limited in major Inflation rate, 2005 2.6% i RS

cities, which is continuously pushing up L Gulf of Ho Chi

rents. Mrs Brooke said the average cost for Unemployment rate, 2005 4.4% Thand Minh City

grade-A office space is around US$32 per gio& . S (gigﬂgg)

5 KRT e
square meter, and that price iS expected to Source: CIA World Factbook, General Statistics Office of Vietnam (AE)

jump by between 10%-15% this year.

Graphic: Pat Carr, Todd Lindeman
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“If you are looking for an
alternative manufacturing base to
the PRD, then Vietnam is a place
to consider,” says Mr Lorenz
Lorenz e [EXERERBK=A
MBS — BB MAER—-B@E
BEENLS -

B

HMEEIB T 10 A A TMEERREABEMNILR
B e AT BEEERSF1IA 1N BNMAERES
B AZESBRNSE 150 AKX ER - BES
A] 2 L AR AR SR B - R BIRIE LA o

EER USRS BEFEANTRA - 00F
R BEREEFQILESTIATING - RE AH
AR & 5 BEARILREIINFA DL - ARMRSNE o
A —[UREEHEREERRL - FELF
aagy

Lorenz & Partners (Hong Kong) Ltd # % Michael
Lorenz REIRRREMR - EFBBIEETERE:
(LEEHEMS) MRER - btiERxE 4 108
BN AITERRRT - 5 ROBEHRE 30 FAI
B E -

b+ [BRER  FHELEANDENRNTE
BENRE - CESEHER=ALIMIS—EE
EEM  HEe I —(AEGTEENMS - BibAY
EIF SRIERAEEL0T BR=ZAFRE
AR - |

MEMBEYE  BREMEEAEMRRER  H
Lorenz e £ 5 - MR A GG TRE SRR
% MEMBREMAILEI0E15FRADRREE -

it —EAR  BEEBRRENRELLRE
RINEET - ARRREABTIS - BIAR
b RRBETEURSEEAES - ERREERY)
ARINEHEBERIRRENER o

HR—LCEME  RERBESISR —EHRE -
FTEGH S —R#E - Professional Property
Services Ltd FEH#EHE - AH MR MEFEIAED

BEEIREE - HIERTR - [BEREETHSD
AFERRE  EEHERERER  2EMKDR
£ EHMEN 1993 F 94 FRIE AL AR EE
WER BRRAMEHEBRET —BRERNBEK
ARBMSHEERE - |

EFRAHBNIEEERAEETCRET &
2005 FHARRREULIAME - BMLBEDEL - —
EMEAIREEA S RAPEBIBEEERENE
K& - AT - B 2000 FLAK - BF 106,000 KF
PNEEBBERIEY  EMNABSHITEERAER
B HREHMNEERE HPEEEEN
S

SHERHE . [BEBRSIRREENER  SKE
BB UAMMHBRAEMMSEENEKN - F
EL wEmSIFEERR  SEEREE B
BRICE#ES - RBFEM - ]

MEEENRYRREHEHERBINEE N
LEZERMBEEHE - $MEE - Lorenz 5t
ERT  MEBAEREREEBBOTER (A
[ 28 8% X)) UTEBREHE -

BEEARTORAERANREGR - ST
B L7t - BESE  FRBTROTHRSHAST
k32 £ - FEHEMERBRENE 5 A —
ER A

BENRERZAMEETBRER - RERSEEL
EENMERREERBER - T EWTD
AERRUAABATE  EREXSE - BINE
ERRPEFER - R

o #8# © www.chamber.org.hk/bulletin



The Bulletin 1.8 J1 ) MAY 2007 | In Review EHER

2 Chamber Team Wins
International Business Golf Tournament
BEENBEEEE S RIKEDER

Seventy six golf lovers participated in the 7th International RESULTS 3¥&

Business Golf Tournament at Xili Golf & Country Club, Team Cup HmEF ()

Shenzhen, on March 30. Golfers representing five business Champion: Hong Kong General Chamber of Commerc
organizations — the Hong Kong General Chamber of BE FEane

Commerce, Federation of Hong Kong Industries, Chinese First Runner-up: Chinese General Chamber of Commerce
General Chamber of Commerce, Chinese Manufacturers’ BE: FEPEABR

Association of Hong Kong, and the Hong Kong Chinese Second Runner-up: Federation of Hong Kong Industries
Enterprises Association — took part in the annual event. FH: FEIxae

The Chamber’s Ian Robinson (below, left), of Robinson Individual Cup A%

Management Ltd, won the Individual Champion Cup, Champion: lan Robinson BE : BEE
while HKGCC’s Team 3 — Chu Tak-ming, Edmond Yue, First Runner-up: Sammy Lee GHE: THA
Kyran Sze, and Roy Ying — won the Team Cup. As this Second Runner-up: Kyran Sze FN: HE R AR
marks the third consecutive year that the Chamber has Longest Drive: Peter Hung BREMKE . HRW
won the cup, HKGCC is entitled to keep it and the cup Nearest to the pin: Tenniel Chu RIARBLE ©  RER
now has pride of place in the Chamber’s boardroom. ¥& Honest Prize: Antonia Hugh BRYE . ERE

76 BB ARIEEN 3 A 30 A2MBRRIIEESHAMIIE
HBRTNE T EAREESRXNE c BRRPHEFEN—
R MBEAEBEFOSMRIET KA 5 UBEME - RIFS
BREBE EETERY BETELES FETERBHA
GREBTELERE

BRERARRREBEESBEAEEE - Mk
KRB RBRIFARNEDEE IRRERBE
EEE’\i@‘ﬁ%E% FRE - Bt ASRKARE
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"Rainbow House," in Port-au-Prince,
Haiti is an orphanage for children
that have been affected by the
AIDS epidemic. Children at the
home line up to clean their hands
before eating dinner, and taking
their medications for HIV/AIDS,
RNBEAF RN [RUR) B-HEH
BRABUEFNREMROIMELE - AL
SBEARASHBETF  WRARERE
SAREY o

Before I came to Hong Kong, I ran our bank’s
business in Africa, where HIV is an extremely
serious problem. In 1999, we conducted a
survey of our staff across Africa, and the
results were startling. On any given day, at
least one in ten staff could not come to work
— either because they were attending a
funeral, caring for sick relatives, or they were
sick themselves. In Botswana today the
average life expectancy of a male is 29 years!

Now, imagine the cost to business of carrying
this level of absenteeism and replacement of
staff. It is huge! But more significant than the
impact on business is the massive
consequential impact on society that
snowballs from HIV/AIDS. Let me give you
some examples.

In South Africa, the disease kills more than
900 people every day, and has left 5.5 million

HIV-infected people. According to estimates
by U.N. AIDS and the World Health
Organization, the disease killed 320,000
people in 2005 and almost 346,000 in 2006 —
creating 1.2 million orphans. The actuarial
association of South Africa estimates that by
2015, the number of AIDS deaths will reach
4.5 million, and there will be 2.5 million
orphans under the age of one.

African governments also have their hands tied
facing a problem they can’t fix alone. Lacking
proper hospitals, medical professionals,
educational systems and social infrastructure;
there is very little they can do to help.

Seeing the full-blown impact of the virus
inspired me — and many of my colleagues at
the bank — to make a change. We knew this
could not continue. In response, we
developed our first HIV/AIDS policy, which
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Peter Sullivan, CEO of Standard Chartered Bank
in Hong Kong, explained at the Chamber’s
‘Meet the Banker Series’ luncheon on April 17

was based around four key principles:

— Non-discrimination

— Treating people as normally as possible
— Provision of information and

— Sharing information outside the bank

In 2004, we updated our HIV/AIDS policy to
include the provision of antiretroviral drugs
for staff and their families under the bank’s
local medical policies. Recognising that
education is our best weapon in the war
against HIV/AIDS, we launched a
programme called “Staying Alive” for all of
our staff in Africa in 2000. Focusing on
prevention through education, we developed
this programme in consultation with staff,
governments, NGOs and other corporations.

Based on the success of this programme, we
further refined and evolved the curriculum to
reflect the changing needs of our people and

how HIV and AIDS pose a
significant risk to people and
threaten to have a major
impact on businesses.

Following is an abridged
version of that speech.

BHTRIT (B#) BRAATHA
BHEMRATE4 A7 BERH
[RITRAET] FREERS - &M
BHBRIMTERBFIES -« ¢
AERBREREANEBIHE - T
NTIEXRRIHNBHEE -

the communities. In 2003, the new programme,
“Living with HIV” was introduced to all of our
employees around the globe — teaching
everyone about the HIV virus and how to
protect themselves from transmission.

But why am I telling you all of this? Many of
you are probably thinking that this is an
Africa problem — far away, nothing to do
with us here in Hong Kong. It is easy to be
alarmist and to roll out a list of statistics, but
I strongly believe that prevention is much
better than cure and being prepared is
critical. It is inevitable that the virus will
worsen in China, which has many of the
social challenges of Africa. We are preparing
our staff in Asia now.

One of the most important areas where the
greatest impact can be made is in testing.
Testing is the key to slowing the spread of the



48 | In Review FHER | TheBulletin L) {1l MAY 2007

AIDS epidemic still on the rise

Changes in the world epidemic since 2004, according to new United Nations figures:

2 ﬁ ﬁ m E E ﬂ BEERB2004F X2 REUHFR BIIEXAIRFTEH

People living with HIV/AIDS 2 %% & & Global summay 2006
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HIV virus, and studies have shown that 90%
of those infected by the virus do not even
know they are HIV positive.

Another area where business can make a
difference is in spreading awareness about
HIV/AIDS. Recent studies have shown that
54% of businesses in China feel that AIDS is
not an issue that will affect them in the next
five years. However, a report by the Chinese
Ministry of Health indicated there were
around 70,000 new HIV infections in 2005,
and 25,000 AIDS-related deaths. At this rate,
figures indicate that China will be home to at
least 10-15 million HIV positive people by
2010. These numbers are most likely
significantly understated!

The Chinese government is very aware of
the coming potential crisis, and has been
taking steps to avert disaster. On World
AIDS day in 2003, Wen Jiabao became the
first Chinese premier to shake hands with an
HIV-positive person.

This handshake, which was broadcast close-
up around the world, signified a major shift
in the government’s approach towards HIV/
AIDS. Government recognition and
involvement in the HIV/AIDS challenge is

absolutely critical to begin making a
difference. In Uganda, after the government
moved past denial and began taking action
against HIV/AIDS, we saw transmission rates
drop from 30% to single digits. I think China
has made a great start, but there still remains
much more we can collectively do to address
the challenge.

Many of you have businesses and staff in China.
And if you do, your businesses —and your
people — face potential risk. As responsible
companies, we owe it to our staff and our
customers to find out more about HIV/AIDS,
how to manage it in the workplace, and
especially how to prevent its transmission. We
have to be prepared! As I mentioned earlier, we
have a great deal of experience in working with
other companies to develop their own HIV
education programmes, and we’re more than
happy to help.

Taking action on HIV/AIDS is not only the
right thing to do, it also makes good business
sense. Management fads come and go, but
smart business people simply can’t ignore the
social and business benefits that come from
joining the global response against the spread
of HIV. &

1 Podcast: www.chamber.org.hk/bulletin
Visit iBulletin to read the full text.
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A Chinese man reads an AIDS
poster during an AIDS
awareness campaign in
Kunming, China. Ignorance of
AIDS is widespread in China,
which until recently viewed it
as a foreigners’ disease.
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HKGCC organized a special tour of Terminal 2, ~ Officer of Airport Authority Hong Kong

a new passenger terminal at Hong Kong Stanley Hui said was the main purpose of
International Airport, on April 18 to learn building Terminal 2.
more about the new HK$2.8 billion facility
and the Airport Authority’s expansion plans. Five ferry ports scattered across the Pear]
River Delta feed passengers through the
HKIA ranks as the 5th busiest airport in the airport onto international flights. As they
world in terms of international passengers, check-in and pass through immigration
and busiest in cargo throughput, 85% of procedures to leave the Mainland, they are
which is China related. As such, the Mainland shuttled directly into transit, so technically
is at the centre of the Airport Authority’s never enter Hong Kong. In total, around 1.8
development plans, which Chief Executive million passengers make use of the service

every year. He expects this to expand once
the new ferry piers are completed at
Terminal 2. In addition, coaches from the
PRD also shuttle Mainland passengers
between 70 Mainland towns and cities and
the airport, making around 250 trips per day.

Beijing and Shanghai’s airports have seen the
number of destinations that they serve and
passenger throughput expand by up to 40%
in the past five years. However, only 25% of
flights in China are international. Whether
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Hong Kong can expand its domestic
routes is dependent on the Mainland
authorities, he said.

A hurdle to expansion lies in the capacity

of the airport’s current two runways. He Chamber Deputy Chairman

Dr Lily Chiang exchanges
souvenirs with Mr Hui after his
third and its implications would have to briefing on the airport's
development plans.
HALOEENMT BRERRTEE R
airspace in due course. AREBATEREIELARERE o

said consultations on the feasibility of a

be carried out, as would discussions on

The airport forecasts that by 2025 its
passenger volume will have reached
80 million passengers, almost
double the 44 million for 2006.

Terminal 2 is located next to
Terminal 1. After checking in
at Terminal 2, departing
passengers pass through
immigration, customs and
security screening, then
connect to Terminal 1 via a
shuttle train. &
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