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You know, there’s a better
mail solution for your business.

e

The Intel® InBusiness™ eMail Station. The inexpensive way to get everyone connected.

As a small business, the costs of keeping everyone in touch via email can be prohibitive. But there’s no need

to commit to an expensive mail server, or settle for an out of date alternative. Using only one modem,
one Internet account and one phone line, the Intel® InBusiness™ eMail Station enables professional external

and internal email communication, and allows any sized business to have its own domain name. It can also operate on

internet, email and printing solution for small business. To learn more, visit | ~ www.intel.com/apac/network

its own, or integrate with the Intel® InBusiness™ Internet Station and Print Station to form an extremely affordable inu
®

© 1999 Intel Corporation. All rights reserved. Intel is a registered trademark and Intel InBusiness is a trademark of Intel Corporation.
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EDITORIAL

Priorities for the year ahead ...

r I Yhe Chamber is the oldest and mostbroadly representative

business organisation in the Hong Kong SAR. It is an
enormous privilege to have been elected Chairman of
an organisation with such long line of distinguished leaders,
including my predecessor, Peter Sutch.

I thank Peter for the work he put in during the past 12 months
and wish him well in his new role in London. I also congratulate
those members of the General Committee, re-elected or newly
elected at the annual meeting on April 27 and thank those
retiring members for their contributions over the years.

I congratulate our new office holders, Christopher Cheng
as Deputy Chairman, and Dr Lily Chiang and Anthony
Nightingale and as joint Vice-chairmen. Finally, | thank the
new General Committee for the faith they have placed in me
as the new Chamber Chairman. My priority will be to serve
members well in the coming year.

Looking ahead, if | were to choose of a theme for my year
as Chairman it would be "better relations, better
communications and a better economy." The local business community has long had good
relations with successive Hong Kong governments, with the Chamber playing a key role in
fostering those relations. In the coming year | would like to see those relations improve even
further, as we all work to ensure the SAR continues to emerge from the economic downturn of
the past year.

In particular, I would like to see these good relations between the Chamber and the
Government used to enhance the business environment, increase the SAR's technological
competence, improve our natural environment, help overcome the present unemployment
problem and to lift the prospects of our vital small and medium enterprises. In this way, we will
be continuing some of the priorities set by our former Chairman and General Committee.

The Chamber has also played an important role over many years in enhancing SAR and
Mainland relations, especially in the promotion of business opportunities and the Mainland's
economic development and reform programme. In the year ahead, | would like to see this work
taken even further at both the national and regional level. China's future development is vital to
Hong Kong's own future and | intend to work to promote our mutual business and economic
interests. Finally, in these more difficult times, | would like to see further improvements in relations
between local employers and employees. It is only if we work together in business that we can
hope to succeed in the future and create a better standard and quality of life for all.

All of this, of course, is going to require better communications, between the Chamber's
General Committee, its Directorate and members; between the Chamber and the SAR
Administration; between the Chamber and our Mainland counterparts at all levels; and between
employers and employees. | invite you all to play a part in this process by communicating your
business concerns to the Chamber.

In recent years, there has been a tremendous increase and improvement in the services
provided by the Chamber to its members. Unfortunately, the Chamber itself has not been immune
to the economic downturn and this has made things more difficult in terms of finances. But with
increased effort, | am optimistic that we can see things turn around in the year ahead and that
services to members will continue to improve. | will certainly be working to that end.

Finally, we all want to see a better outcome for the local economy. While some sectors of
the economy are still in difficulty, it is apparent that the early months of the 1999 year have seen
some improvement. Interest rates are down, the share market has moved higher, the Budget has
given a much needed boost and the property market has shown some renewed signs of life.

There seems little doubt, however, that 1999 will be another difficult year, with most
improvement likely to emerge in the second six months. We certainly need to do more to help
our small and medium enterprises recover especially in embracing information technology and
e-commerce as a means of business expansion. Supporting the SAR's technological development,
especially in the vital area of information technology, will also be an important priority. This is
vital to the SAR's longer term economic health. Under my chairmanship, | want to see the
Chamber continue to work hard to ensure that the economic improvement seen so far this year
is sustained. W —_—

| i

C CTung
Chairman

C C Tung, Chamber Chairman.
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FROM THE DIRECTOR #& # & #

Chamber Director,
Dr Eden Woon.

APERIP[UBEEL -

New Chamber
Leadership Continues
Chamber's Commitment

n 27 April, at the AGM of the Chamber, a new Chamber Chairman, Mr C C Tung, was elected by
Othe new General Committee. The members of the Chamber can Be fully confident that the new

leadership, which consists also of Deputy Chairman Mr Christopher Cheng and Vice-Chairmen Dr
Lily Chiang and Mr Anthony Nightingale, will take the Chamber to the next higher level. This leadership
and the new GC, with new members Mr James Hughes-Hallett, Mr K K Yeung, and Mr Andrew Yuen
joining re-elected members Mr Linus Cheung, Mr Victor Li, and Mr Joop Litmaath and continuing members,
will provide guidance to the staff on the direction which the Chamber should be headed.

Our previous very able Chairman, Mr Peter Sutch, in one short year, worked extremely hard to cultivate
ties with the members. He said himself at the AGM: “. . . if you remember anything about my tenure, | hope
you remember my efforts to improve communication vertically and horizontally, in order to make everyone
feel "ownership" of your Chamber. . ." However, with an organisation of almost 4,000 corporate members,
making every member realise the spectrum of services available is not easy. This is why we have reviewed
our services and our notification procedure repeatedly, and why we are always interested in hearing first-
hand what kind of service you would like to see the Chamber provide. This is the commitment of the new
Chamber leadership.

But it is also true that you get out of the Chamber what you put into it. We hope that you come to our
events, look into our services, check our website, inspect our facilities, read our Bulletin, and use our club
at the Cheung Kong Centre. You will be surprised at what benefits you and all employees of your company
can enjoy for the small sum you pay the Chamber each year.

For May and June, the service we provide will be concentrated on high technology — for example, the
Cyberport, the second board, and the Report of the Commission on Innovation and Technology. In addition,
the Chamber will be inaugurating a major project with our members to analyse the impact of China's entry
into the World Trade Organisation on Hong Kong businesses. See articles in this issue and next on China

and WTO. B
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cAB | EGCO REPORT

No more burdens on

businessmen's
shoulders, PLEASE

he Government submitted two papers to the Legco recently, namely the consultant report on

Hong Kong's Health Care Financing and Delivery System and, the review on the Special

Finance Scheme for SMEs. Both reports are, to a certain extent, related to local businesses,
and are therefore worth our concern.

James Tien

Close look needed for the Harvard Report

Ever since the release of the Harvard Consultant Report on the Local Healthcare System, vigorous community-wide debates have
been evoked. With an expanding and aging population, there will be a greater demand for public medical care, thereby loading the
Government with a heavy medical budget. | agree that the issue in question should be addressed, but the proposed financing scheme —
by means of joint employer-employee contributions — should be carefully examined.

As proposed, the joint contributions will go to two schemes — the Health Security Plan (HSP) and Savings Accounts for Long-Term
Care (MEDISAGE). The premiums for the former and latter will amount to 1.5-2 per cent and one per cent of the employee's salary
respectively, totalling up to 2.5-3 per cent. On top of that, the employers will also have to contribute five per cent for the MPF
commencing next year. All these may lay, no doubt, a heavy burden on companies, especially the SMEs.

The inclusion of employers in the contribution, without detailed explanation in the report, makes one suspect whether too much
social responsibility is put on employers. More importantly, if the operational costs of employers are raised, it is not different to
impairing our low tax regime, one of our greatest attractions to investors. The resultant harm to our investment environment and
competitiveness should not be neglected.

Expanding our income sources is as important as controlling our costs. Yet, the report did not have much coverage on reducing local
medical expenses. | think the Administration should explore ways to cut medical costs; improve the cooperation and coordination
between the public and private health-care sectors for eliminating resource wastage; and review thoroughly the too-favourable
remuneration packages for executives and medical staff of the Hospital Authority. Moreover, the Government should also take steps to
enhance work on disease prevention in order to reduce the demand for medical services. For example, the Government should promote
the use of LPG fuel in taxis, mini-buses and buses with a view to eliminating diseases caused by air pollution.

Effectiveness of Finance Scheme relies on banks

The results of the review on the Special Finance Scheme for SMEs, which raised much concern in the local business community,
have been announced recently. | welcome Government taking on board our recommendations by increasing the Government's guarantee
ratio up to 70 per cent, extending the maximum guarantee period to two years, and removing the 60-day loan-free declaration requirement.
It is hoped that this revision will help SMEs obtain their credit line more easily.

However, to fully utilise the scheme, banks should adopt an open and flexible attitude when approving loans for SMEs. Since there
has been an inclination that banks will only accept real estate as security for seeking credit approval, many companies with a sound
financial background, but unable to provide the necessary security, were rejected. | urge the banks to change their attitude, enhance
their credit departments, and consider non-property factors, such as past results, viability and prospects of the borrower.

For the short-term, banks should cut interest rates to revitalise the overall economy for mutual benefit. Under deflation, the latest CPI
showed a drop of 1.7 per cent. Totalling this and the current lending rates, the real rate will be over 10 per cent — a rate hardly sustained
by local companies. Compared with the US rates, there is still room for a 0.5 per cent cut in Hong Kong. To help revive our economy,
I urge the banks to further deduct the rates as soon as possible.

A vibrant and dynamic business sector is the key for economic growth. Thus, the Government must lower business costs to a
reasonable level, and restrain from hitting the local enterprises when they are already down. | encourage you to voice your opinions on
the two reports in order to reflect the real plight and needs of local businesses to the decision makers. B

Your comments are welcomed.
Address: Legislative Council Building, 8 Jackson Road, Central, Hong Kong
Tel: 2301 3602; Fax: 2368 5292
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COVER STORY - GROWTH ENTERPRISE MARKET

Hong Kong's Growth Enterprise
Market — the next NASDAQ?

By Louise Parkinson

he aims of the Growth Enterprises

TMarket (GEM), due to be
launched this October,

are, some might say, ambitious

in a climate of bearish

sentiment.

They include providing a
venue for growth enterprises
(mainly SMEs) to raise public
capital to finance business
expansion and to develop GEM
into an important growth market
of international repute similar to
the New York Stock Exchange's
NASDAQ market.

Singapore and Taiwan has
one so it's about time the Hong
Kong SAR had one. Or is it?

Dr Lo Ka-shui, Chairman of
the GEM Working Group and
Deputy Chairman and
Managing Director of Great
Eagle Holdings, is optimistic that
a second-board could boost the
economy particularly for hi-tech
companies.

"I don't like to call it a
'second-board'. It is not an
alternative market. It is of equal
standing like NASDAQ is to the
New York Stock Exchange's
main board," he said.

GEM is aimed at SMEs in Hong Kong
because the minimum public float will
only be 10 per cent of the issued share
capital or HK$30 million — whichever is
higher.

i) y W

Dr Lo Ka-shui, Chairman of the GEM Working
Group and Deputy Chairman and Managing
Director of Great Eagle Holdings.
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"Obviously technology companies are
a major target but we deem anything which
has high potential growth suitable for listing
on GEM," he said.

Technology companies require much
funding in the start-up stage and
continuously need capital injection. GEM
would provide a funding source to help
them and SMEs develop value-added
services.

The Singaporean Government offers
cash subsidies to hi-tech companies equal
to 30 per cent of their R&D costs.

"Maybe the Hong Kong Government
should consider the same thing if they want
to pursue the dream of turning Hong Kong
into a hi-tech hub," he said.

Dr Lo said many venture capitalists
(business angels) would like to invest in
upstart hi-tech companies. The trouble is,
when they do invest, they find years later
they still own a minority stake (20 per cent
or so) and have no exit route. Being listed
provides an exit route thereby encouraging
investment.

"With GEM venture capitalists are able
to sell shares or invest more so they have
flexibility. At the moment many will not dare
invest because they cannot get out. In the
long-run GEM will help capitalise technology
investment in Hong Kong," he said.

Although market sentiment is still
bearish GEM will be launched on schedule.

However, GEM may not be very active
due to this poor market sentiment.
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Prudential Portfolio Managers Asia
Regional Director, Andrew Look, said the
GEM would only be successful in a bull
market. )

"In a downtrend investors will not be
interested in buying small companies
shares," he said.

Hong Kong Stockbrokers Chairman
Dannis Lee agreed: "Currently there are
many second or third-liners in the main
board that do not have any trading at all,"
he said.

remind investors of the high risk of GEM
companies. In overseas markets, up to 70
per cent of second board companies failed.

However, GEM is an excellent way for
SMEs to raise funds, as banks are"usually
reluctant to lend to companies without a
profit record or assets.

Dr Lo and GEM executives have been
proactively marketing GEM.

"We have been going into Taiwan and
China to promote the GEM to venture
capitalists, investors
and issuers. We found

He said that
investors will be
more cautious
about investing in
GEM. He said the
$50,000 minimum
transaction size —
already reduced
from $250,000 -
was too high for
many retail
investors and, as a
result, the market

market instead.

would lack
liquidity. market.
The Stock s

Exchange aims to
cut the minimum
transaction
amount on GEM

1998.

Potted History

® The first attempt to establish an
alternative market was aborted in
1987 due to the stock market crash.
® The second attempt resulted in the
formation of the China H-share

® Thistime, a projectteam was formed
to conduct a full study resulting in a
public consultation — 80 per cent of
respondents supported the
establishment of an alternative

The Exchange Council approved the
establishment of GEM in September

* A New Working Group, headed by
Dr Lo Ka-shui, was formed to set up

that issuers are very
interested from those
regions. Taiwan is the
most enthusiastic," Dr
Lo said.

The exchange is
looking for 20 to 30
high-quality
companies to form
the first batch of
listings. Companies
from Taiwan, Hong
Kong and China have
expressed interest —
including hi-tech
companies
manufacturers and
service companies.

The exchange

from $50,000 to GEM. might allow GEM
$30,000 or lower JEsh gy trading in US dollar
the bid to allow subject to further
more retail © HRR1987E MBS » AL AR study. Taiwan has
investors to take I B R ARE - 40,000 mainland
part. Mr Lee o EoREBHAEIE . BELERTE projects valued at
agreed the H R 748 T - US$40 billion many

Exchange should
set a minimum
transaction size to

R mIRKR .
MRAXME > W5
MERELHFAET | o
TG o

RIZEM -

© B ERBCLER/NMIAETR
BREZHARER &% /UL HfE
H AL AR -

WA Fr &7 1998 £ 9 A ftHERT

BALHE LIE/NE > WL
EIE o RBERIERMIER -

of which need to raise
capital in Hong Kong
as theisland's second
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board bans companies from raising funds
for Mainland projects.

"Taiwan companies are quite
technology-heavy and they are at a stage
where they need more capital. Hong Kong
is a natural place and stepping stone for
Taiwan companies to raise money for
Mainland projects," he said.

There are 280,000 SMEs in Hong Kong
needing funds for expansion. The US$8.8
billion venture capital funds managed in
Hong Kong also need an outlet.

Plus, there are eight million Mainland
enterprises including 20,000 hi-tech
companies and 500,000 joint ventures,
which would be possible listing
candidates.

"The Mainland will ultimately be the
biggestmarket of issuers especially private
enterprises and the smaller state-owned
enterprises. Private enterprises account for
51 per cent of total output of the country
and these are profitable. They need
continuing capital injection to grow
further.

"When | go round the world investors
tell me they want China's enterprises listed
in Hong Kong. Why? Because Hong Kong
can provide the analysis with its close
proximity to China and give information to
investors. Hong Kong is the natural 'home
market' — we have a special role to play,"
Dr Lo said.

There are also negative points to GEM.

“The companies will be small and less
liquid so they are more of a risk. Also, Hong
Kong has a much smaller economy and
market compared with the successful
NASDAQ. When NASDAQ started they
already had 1,000 over the counter
companies that transferred over night — we
don't have that.
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COVER STORY - GROWTH ENTERPRISE MARKET

"Right now we have talked to over 30-
50 companies that are interested. But'it's
all up to the investors who put the money
in — within half a year you should see that.
The economy is getting better and
confidence is coming back," he said.

As a start-up GEM may not be
immediately profitable, and may require
government support in terms of tax,
immigration legislation and money.

"Delinquent behaviour and poor
corporate governance would be more
prevalent among smaller issuers. Ramping
of shares by manipulators trapping
uninformed retail investors mustbe policed.
Education of companies and investors is
very important," he said.

Dr Lo said that there should be a higher
risk warning as failures are bound to be
more prevalent in smaller companies.

Market Regulation and Issuers
Requirements

e Disclosure based regime.

e Sponsors, rather than the Exchange,
are responsible for IPO disclosure
and specifically; the Exchange will
not assess the commercial viability
of applicants

e Active two years business record
with no profit requirement

e Minimum public float of 10 per cent
of issued share capital or HK$30
million, whichever is higher

e Corporategovernance requirements
- audit committee, qualified
accountant and at least two
independent directors

e Two-yearmoratoriumon disposal of
shares for management shareholders
and six months for strategic investors

e Underwriting at PO is not
compulsory

e Strict penalties for non-compliance

e Focused line of business
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GEM will have lower listing requirements
but tougher disclosure measures than the
main board. Howeéver, resistance to improve
disclosure requirements remains.

There is also a worry that fund rhanagers
may move from Hong Kong to Singapore.

Deloitte Touche Tohmatsu Tax Partner,
Anthony Tam, said the 1999-2000 Budget
offered no tax incentives to the fund-
management industry. "Singapore gave
fund managers a special profit tax rate of
10 per cent which is lower than the 16 per
cent profit tax charges in Hong Kong. It will
encourage more fund managers to switch
their base from Hong Kong to Singapore,"
he said.

Mr Tam also said
the Government should
reach an agreement
with Beijing to waive
tax collected on
dividends given by
Mainland enterprises to
attract investment into
Chinese companies
listed on the GEM.

Dr Lo hoped to
complete the drafting of
the rules and trading
mechanism of the new
market by June.

The first listings of
the GEM will establish
the reputation of the
GEM - failures in the
early phase will be
disastrous for future
growth.
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"GEM will provide more choice for
overseas fund managers. The main-board
blue chips are dominated by property
companies. GEM will expand the local
markets dimensions to include more hi-
tech companies and manufacturers," Dr Lo
said.

Dr Lo said GEM would serve as a
ground for educating SMEs in Hong Kong,
the Mainland and Taiwan on corporate
governance and that this would raise
investor confidence in the long run.

The Exchange has set up a separate
team of new,staff headed by Frankie Kan
to handle listing affairs for GEM. B

GEM will be of equal standing to the Hong Kong Stock
Exchange's main board.
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NASDAQ, The New York
Stock Exchange's second board

he NASDAQ stock market was

created on February 8, 1971, by the
National Association of Securities
Dealers. NASDAQ lists hi-tech stocks,
while the New York Stock Exchange's
main board serves bigger companies.

In the last two-an-a-half decades
NASDAQ has evolved into the fastest
growing and second largest stock market
in the world with an average of US$769.6
million daily share turnover. Liquidity of
NASDAQ stands at US$45.9 million.

It was the first ever electronic-based
stock market ever created. More than half
of all the shares that change hands in the
US each day do so on NASDAQ. Nearly
5,400 companies trade their securities on
this state-of-the-art market.
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NASDAQ stands apart from the other
stock exchanges through its use of today's
information technologies - computers and
telecommunications - in place of a
traditional trading floor.

Over 500 dealers known as Market
Makers, representing some of the world's
largest firms, provide more than 60,000
competing bids to buy, and offers to sell,
NASDAQ stocks through a vast computer
network that displays the best of these
quotations to investors in 52 countries.

GEM in Hong Kong will also carry out
electronic trading based on automated
order matching initially. Pending the
implementation of AMS/3, trading will be
based on the Single Price Auction method
with direct order routing. B
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Balance Sheet

Cons

e Illiquid trading due to smaller
companies

* May not be immediately profitable

* May require Government support

* Poor Corporate governance/ramping
of shares

e Failures bound to happen

Pros

e Encourage direct investment into
SMEs

e Technological capitalisation of Hong

Kong

Educate SMEs on corporate

governance

Refocus on the growth potential of

industry and foster a high P/E ratio

Strengthen Hong Kong's position as

the pre-eminent "Home Market" for

China enterprises and international

capital formation centre
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Executive Chairman of the China infrastructure group Zhou Guanghuai says the company has submitted an application to
the Hong Kong Stock Exchange seeking to list on GEM, this year. The company has signed an agreement to part-invest $800

Companies Thinking of Listing

million in Zhejiang province's Zhapu port.

Delixi Group is also considering an offering of shares with an eye to a possible listing on GEM. The privately owned maker of
circuit breakers, switches and transformers was also reviewing the prospects of an A-share offer. They have already set up a

subsidiary for a possible listing.

A Hong Kong share offer could raise the equivalent of up to 100 million yuan (about HK$93.09 million) while an A-share offer

for domestic investors would probably be smaller.

Market weakness in Hong Kong due to the Asian economic crisis could affect the timing of the offer there.
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NEW LEADERSHIP

CEIEEEENEL

From left to right: Dr Lily Chiang, Vice-Chairman; Mr Anthony Nightingale, Vice-Chairman; Mr C C Tung,
Chalrman Mr Christopher Cheng, Deputy Chairman and Dr Eden Woon, Chamber Director.

BERREE  TREZR FREZEBHERARF[UBEL -

Tung, Cheng - guiding force

r I Yhere were some surprises at this
year's Annual General Meeting of
the Hong Kong General Chamber of

Commerce and also some predictable

results.

As expected, Chairman of Orient
Overseas International Shipping Company,
Mr Chee-chen Tung, was last month elected
Chairman of the Chamber for the coming
year.

The surprise was the election of his
deputy, Mr Christopher Wai-chee Cheng,
who is Managing Director of Wing Tai
Corporation Ltd.

Vice-Chairmen for the current year will
stay the same; Dr Lily Chiang of Chen
Hsong Holdings and Mr Anthony
Nightingale of the Jardine Pacific Group.

All were elected at the inaugural
meeting of the new General Committee
held immediately after the Chamber's
Annual General meeting on Tuesday, April
27 at the Island Shangri-La Hotel. Chamber
Chairman of last year, Mr Peter Sutch,
stepped down immediately after the Annual
Meeting.
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At the Annual Meeting, another six
members of the general Committee - the
Chamber's governing body — also stepped
down in accordance with the Articles of
Association.

Three offered themselves for re-election;
Mr Linus Cheung (932 votes), Mr Victor Li
(1,406 votes) and Mr ) B M Litmaath (1,041
votes). Mr Peter Barrett, Mr Walter Kwok
and Mr Peter Sutch indicated that they
would not seek re-election after many years
of service on the Committee.

Five other Chamber members — Mr
Manohar Chugh of Nisha Electronics
Industries (139 votes); Mr James Hughes-
Hallett of John Swire & Sons (882 votes); Mr
Raymond Kwok of Sun Hung Kai Properties
(580 votes); Mr K K Yeung of K K Yeung
Management Consultants (868 votes) and Mr
Andrew Yuen of On Kun Hong (827 votes)—
also offered themselves up for election.

The outcome of the election was that Mr
Linus Cheung, Mr Victor Li, Mr )] B M
Litmaath, Mr James Hughes-Hallett, Mr K K
Yeung and Mr Andrew Yuen would become
members of the General Committee.

Commenting on his election as
Chairman after the meeting, Mr Tung said
his main concerns were education, IT and
the plight of SMEs.

When questioned about the conflict of
interest with being the brother of the Chief
Executive he said that there was not a
conflict of interest, and healthy
disagreement between the Chamber and
the Government was good.

Outgoing Chairman, Mr Peter Sutch,
said that although he will be distancing
himself from Hong Kong by taking up his
new post in the Swire Office in London he
looks forward to returning often and
monitoring the progress of the SAR and the
Chamber.

Speaking at the Annual Meeting Mr
Sutch said that although the past year had
been a difficult one he pointed out that the
Chamber had responded well to the
economic downturn by cutting costs,
improving its efficiency and expanding its
services to members to help them through
the tougher economic times. He said that
it would continue to do this with even
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greater drive and determination in the
current year and into the new Millenium.

"I would remind you, however, that any
Chamber is only as strong as its members
make it. Although I am about to leave Hong
Kong, | have every confidence that this
vibrant commercial city will recover in the
near-term future. It may be longer and more
difficult recovery than we have experienced
in the past, but it will occur nonetheless.

"Both the Government and the business
sector have responded well to the crisis that
hit the SAR so hard during 1998 and this
will stand us in good stead in returning to
strong growth in the medium term," he said.

Mr Sutch said that the economy would
not be as bad as last year.

"Externally, with one or two exceptions,
it is apparent that the regional situation has
stabilised, with most of our regional markets
expecting a resumption of positive growth
after a negative 1998. More importantly,
our biggest trading partner, the Mainland,
is looking to further strong growth of some
seven per cent.

"The Government expects economic
growth for the year to be a positive 0.5 per
cent for the year and we, at the Chamber,
hope that this rate of growth can be
achieved. But we recognise that this
forecast is at the top end of private
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expectations and we are currently sticking
with our own forecast of negative one per
cent growth, at least until there is some sign
of durable improvement in domestic
confidence," he said.

Four Chamber Committee Chairmen
also addressed the
Meeting — Mr Barrie
Cook, Chairman of
the Environment
Committee; Mr Joe
Tam, Vice-Chairman

of the SME
Committee; Mr
Stanley Ko,

Chairman of the
Coalition of Service
Industries Committee
and Dr Lily Chiang,
Chairman of the
China Committee.

A full report on
the Annual General
Meeting and a
biographical list of
new General
Committee
members will be
contained in the
next issue of The
Bulletin. B

Mr Sutch, outgoing Chairman, speaks to the media.
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NEW LEADERSHIP

Mr C C Tung, the Chamber's new Chairman. BERHEERERR -

16 The Bulletin May 1999




#4054 R

New Chairman says relationship with
China is Chamber's key strength

By Louise Parkinson

alking into the serene calm
of Mr Chee-Chen Tung's
office it is easy to forget that

this man has such a hectic schedule,
and thatit will be even more busy over
the next 12 months in his role as the
Chamber's new Chairman.

Matching the tranquil atmosphere,
Mr Tung carries an expression of
composure as he settles down to be
interviewed. On query of what makes
him so relaxed, his answer is a game
of tennis at the weekend.

A new Chairman heralds change
and perhaps a new vision and outlook
for the Chamber.

Mr Tung firmly believes the
Chamber's core strength lies in its
relationship with China and it is a
strength that can help SMEs do
business.

"We can open doors for SMEs and
establish contacts in China. Through
the Chamber the members can work
directly with customers in the Mainland
to source manufactured goods for
export to other markets, and use China
as a source of potential investment.
China as a market and a producer
should be fully utilised," he said.

This valuable relationship is achieved

through business missions to China and an
active China Committee. The Chamber
organises nine missions a year, and the

Mr C C Tung said Hong Kong should look to
the Mainland as a hinterland.

ERAR ZRERALAED -

Committee visits China once a year in order
to understand the macro issues and China's
economic direction.

To avoid losing its competitive edge Mr
Tung emphasised Hong Kong must
look td China as a hinterland and
further develop IT.

“China is our hinterland, Hong
Kong is the packager that sells to the
international market. We also need to
move with the world trend of IT and
stay ahead of other regions. IT will
help SMEs gain access to international
markets," he said.

Mr Tung stressed the importance
of maintaining Hong Kong as a
premier international city and believed
his background could help do this.

"My business (Orient Overseas
International Shipping Company) is
international in its profile so there is a
need for more interface with the global
community,” he said.

Apart from being Chairman of
OOIL he also sits on many committees
and is a member of the Hong Kong
Port Development Board.

Although the Chamber's key
mission is to represent, safeguard
and promote business in Hong Kong,
Mr Tung said that the engine of
growth for Hong Kong lies with the
SMEs.
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NEW LEADERSHIP

"Within the Chamber 75 per cent of
companies are SMEs and they are part of
the core economic activity in Hong Kong.
Hong Kong is going through very
substantial change in terms of our
economic structure, so | think the Chamber
can be instrumental in helping SMEs
through this difficult time. The Chamber
can help manage the current crisis as well
as promote future economic activity," he
said.

"The most talked about change is an
erosion of Hong Kong's competitiveness.
And that is competitiveness in terms of the
service industry, manufacturing and value-
added types of activities. We hope to excel
and help Hong Kong do better in the area
of value-added activity. "

One of the most frequently asked
questions of Mr Tung is on his relationship
with Tung Chee Hwa.

However, he was quick to dismiss any
conflict of interest with his business and
being the brother of the Chief Executive
(CE).

"The question was put to me in 1996
when my brother was first mentioned as a
possible candidate for CE. My answer was
because of this possible conflict of interest
issue we are particularly careful not to let
our relationship affect our professional life.
In that respect we probably go too much
the other way and it is not a benefit to my
company but more of a constraining factor,"
he said.

Mr Tung explained that because OOIL
has little business in Hong Kong, such as
investment and real estate, there is no real
conflict at all.

He added that being the brother of the
CE puts him in-a strategic position to make
his voice heard.

"Certainly being a brother of the CE.

gives me a lot of opportunity to speak to
him without having to go through an
intermediary — in that sense there are
advantages to have this sort of access.
There are very few disadvantages," he
said.

The Chamber often disagrees with what
the Government says and does, so as
Chairman of the Chamber, will he find it
difficult to balance?

Mr Tung stressed that healthy
disagreement with Government is part of
the Chamber's role.

"The Chamber's mission is principally
for the wellbeing of Hong Kong, particularly
business interests. In that respect, | think
the Government understands where we are
coming from. Obviously the Chamber does
not agree with everything the Government
does. But the Chamber ought to make its
voice heard and make its views
understood," he said.

Mr Tung said that the relationship
between the Chamber and the Government
has traditionally been quite good.

"Because Hong Kong is becoming more
pluralistic the Government has made more
of an effort to seek public opinion on things
that they have set out to do. For that reason,
I think the relationship between the
Chamber and the Government has become
more intimate ~ there is more exchange of
opinions," he said.

We wish him every success in his role
of Chairman of the Chamber. B

Mr Tung believes the Chamber should make its voice heard and views
understood.

ERREE FEERXRACHER  MEBCHRY -
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SPECIAL FEATURE - US-CHINA RELATIONS

Premier Zhu Rongji cools some tempers.

KBENTRATEZBAAHHER -

PHOTO COURTESY OF XINHUA NEWS AGENCY Bl : §ifxt

Zhu Rongji visit and
US-China relations

By Dr Eden Y Woon

Cooling Some Tempers

"I am going to the United States in April
to cool some tempers!" said Premier Zhu
Rongji in March at the press conference of
the National People's Congress. That was
based on a correct reading of the poor
sentiment in America towards China at that
time. Now that he has returned home, did
he accomplish his purpose?

The answer is that, for the time being, he
has accomplished his purpose. How longthis
positive effect will last depends a great deal
on two separate but related matters — one the
accession of China into the World Trade
Organisation and the other the domestic
political developments in Washington DC.

Problems Remain

On the latter, the many problems between
the two countries remain unresolved. Premier
Zhu offered to cooperate both on campaign
financing investigations and on the leak of
nuclear weapon information. It remains to
be seen first of all, whether there is any
substantive conclusive evidence that China
was involved, and if so, whether the Central
Government in Beijing was aware of
individuals' involvement. But one can be
assured that even if there are no evidence,
politicians in the United States, especially
some Republicans looking at an election year
approaching, will not drop these issues as a
weapon to bash Chinaand President Clinton.

On Taiwan, on Tibet, and on human
rights in general, the critics are as
determined as ever in the United States.

The labour movement in the US — no fan of
free trade — is actually fearful that China's
WTO entry may eliminate some trade
irritants. Thus labour plays a big part in
supporting camps who are so vocally anti-
China. It is safe to say, on the other hand,
that there is little chance that China will
compromise on Taiwan and Tibet.

Premier Zhu may also face some
opposition at home on the specifics of the
generous concessions still on the table for
China's WTO entry. And a country with a
shaky economy which differs with the US
severely on Kosovo may not be in the mood
to be accommodating on human rights
demands.

Therefore, while Premier Zhu charmed
his audience and defused critics all across
the United States, winning friends in the
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heartland, in
Congress, and in the
business community,
it remains to be seen
how long this positive
atmosphere lasts. Itis
a credit to Premier
Zhu that, despite the
terrible atmosphere
when he landed in
Los Angeles, he was
able even to
temporarily turn that
around.

A positive atmosphere, induced by Zhu's visit, may allow China to enter
WTO this year.

KBEFEXFRHRFRAS - BEHHELRFMAHE -

WTO

The business
community in the
United States now hopes that this positive
atmosphere will last long enough to have
an agreement between China and the US
on China entering the WTO this year. The
US business community was literally bowled
over by the forward leaning attitude of China
on WTO negotiations in the past three
weeks. (See article elsewhere in The Bulletin
for details of the WTO negotiations.) As a
result, American business executives were
furious at the White House for not having
the political courage to take a China WTO
agreement to Congress, which will have to
pass a permanent Normal Trading Relations
(NTR, formerly MFN) for China as part of
the agreement.
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President Clinton, for his part, argued
that much ground-paving needs to be done
with Congress, and he urged the
businessmen to lobby Congress rather than
getting upset with him. US businesses are
doing just that, and everyone hopes that the
final negotiations will be successful in
bridging the very small gap, and that the
President will submit to Congress an
agreementby June to try to get a permanent
NTR vote. Meanwhile, China must engage
in talks with other WTO members,
especially European Union countries who
may be jealous about bilateral concessions
the US obtained from China. After that,
China can be formally admitted into the
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WTO by the time the
next WTO round starts
at the ministerial level in
Seattle on November
30, 1999.

Work Still
Remaining

However, whether
or not China will get
into the WTO this year,
as the second joint
statement between
Clinton and Zhu stated,
is unclear at this point.
There are still some
issues in the banking
and securities sectors.
In addition, there are worrying signs that
the anti-China forces in Congress, not
wanting to lose the perennial chance to
criticise China and the White House each
springwhenthe China MFN renewal comes
up, now want to add discriminatory
conditions onto any China WTO
agreement. Namely, they want the textile
quotas on Chinese imports, now due to
expire according to WTO rules by the year
2005, extended for anotherfive years. They
want China anti-dumping cases to be
judged in the same way as for non-market
economies but differently than for WTO
members. They want sanctions to be
reserved still as a trade tool even though
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US-China relations — a strategic partnership.
ENREEMMEBEEE -

WTO members should settle trade disputes
within the multilateral WTO forum. Worse
yet, some even want the ability to grant
annual NTR preserved and not give China
permanent MFN.

Each of these discriminatory additional
requirements is most likely a non-starter for
China. Having agreed to market opening-
-albeit with phasing — in agriculture, in
telecommunications, in insurance, in retail/
distribution, in financial services, and
lowering tariffs to a large extent across the
board, resistance to further concessions by
China will;be fierce. While there is no
question that the central leadership is aware
of the details of WTO negotiations thus far,
resistance by many who will be negatively
impacted runs deep. Many are worried
about how severe the short-term impact is
on State Owned Enterprises, banks, farmers,
and employment. Therefore, any further
concession from China on WTO is highly
unlikely. On the contrary, we will be very
lucky if China does not pull back some of
the present concessions off the table.

Long Term Implications

So, for now, Premier Zhu has calmed
down and reversed the anti-China
sentiment in the US. After meeting Premier
Zhu and seeing the Chinese negotiation
positions, some in Congress are even
openly calling for approving entry of China
into WTO now. Although talks in Beijing
in late April went nowhere, if negotiations
can be consummated in the next two
months, and if this positive
atmosphere continues, it
will embolden President
Clinton to take a China
WTO agreement to
Congress. And if Congress
accepts the agreement and
China completes
multilateral negotiations this
summer to get into WTO by
the end of 1999, that will
present a new boost to US-
China relations. Other
bilateral problems still
remain to be resolved, but
at least a historical
milestone in the relationship
will help put US-China
relations on a more normal
and stable track. [f China
gets into the WTO, we may
look back at the Jiang-
Clinton exchange of visits in
1998 as the true start of the
"strategic partnership"
between China and the
United States, with a
temporary retrogression
until Premier Zhu Rongji's
visit in 1999. If not, then
US-China relations can be
expected to be stagnant for
some time. l
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China accession to WTO:
then and now

By Eva Chow

( :hina was a founding member of the
1947 General Agreement on Tariffs
and Trade (GATT 1947), but left the

GATT after 1949. In 1986, China started

its long journey to negotiate with other

WTO contracting parties for re-entering the

GATT and, after the establishment of World

Trade Organisation (WTO) in 1995, for

joining the WTO.

In the past 13 years, China has put in a
lot of effort trying to become part of the
international trading system and has had a
hard time negotiating with all the
contracting parties. Basically, China insists
on being admitted to the WTO as a
developing country and to open its markets
step by step. However, the United States,
one of the biggest WTO contracting parties,
keeps requesting China to commit itself to
concrete steps and to further open its market
to foreign investors at a faster pace.

Premier Zhu's journey to the United
States

In early April this year, despite the
deteriorating Sino-US relations due to
disputes and disagreements over spying,
human rights and Nato's air strikes against
Yugoslavia, Premier Zhu Rongji took his
first trip to the United States.

The stalled negotiation on China's
entry into the WTO between China
and the United States was revived a
couple of months before Premier Zhu's
visit.

With the hope that the visit would be a
breakthrough, China offered a wide range
of access to its agricultural, financial and
distribution sectors and, for the first time,
foreign partnership in its sensitive
telecommunications sector.

These concessions, as described by
Premier Zhu, were major concessions that
were unimaginable even three or four
months before.

Despite the effort by China, a full
agreement could not be reached during
Zhu's visit. Instead, the US and China
released several Joint Statements affirming
that the United States "strongly supports the
accession of the People's Republic of China
to the WTO in 1999" and both the US and
China would move intensively on
negotiations.

The US business community was
very disappointed with President Bill
Clinton for not signing an agreement
with Zhu in Washington. They were
afraid that Zhu would face more
resistance after he went back to China
and therefore China would backpedal
and pull back on the concessions it had
put on the table.
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The Package — too high a price?

Let's take a closer look at the package
that China put on the negotiation table.

On April 8, the Office of the United
States Trade Representative released a
document titled "Market Access and
Protocol Commitments". The paper listed
the specific commitments offered by China,
as shown in Chart 1.

Premier Zhu emphasised that China was
not "begging" for accession to WTO.
"Without WTO, China can continue to
develop bilateral relations with nations and
regions allover the world. The past 13 years
of history has proven that we can survive
without it and that we are, in fact, doing
better and better," said Premier Zhu.

One could argue that if China delayed
its application, it would have time to spend
on its economic reform programme and
better equip its state-owned-enterprises to
meet foreign competition. However, the
next rounds of WTO negotiations on
agriculture and services are due to start at
end 1999 and early 2000 respectively. If it
were left out of those negotiations, China's
entry price to the WTO would definitely
be raised.

There are two camps of thought in China.
According to a press report, a 24-page paper
has been circulated to thousands of
Mainland e-mail addresses. The paper
stressed that "Mainland state industry is not
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China has offered the US access into its financial sector.

TEEXEMRERTE

strong enough to remove the protection it at
present enjoys and withstand competition
in this market place. Entry into WTO would
mean a 'suspended death sentence' for its
metallurgy, machinery, electronics and high-
technology industries." The view is shared
by many state-owned-enterprises in China.
The Asian Wall Street Journal quoted a China
Life Insurance Company official in Shanghai
saying that, "China's insurance sector is
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about as prepared for foreign competition
as a baby just learning to walk is prepared
to fight with adults."

On the other hand, another group of
people believes that China's economy
would be much better off with the WTO
membership. Although there will be a short-
term negative impact, the turbulence could
be cushioned by the three to five year phase-
in periods and would be offset by long-term
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benefits. The benefits of China's
accession to the WTO can be
summarised as follows:

1. International Trade
Relations
Non-discrimination in
international trade is the basic
principle of WTO. The most-
favoured-nation (MFN) rule
requires each member state to
apply its trade rules equally to
all other members. With WTO
membership, the long-standing
problem of China's MFN trade
status with the US can be
solved once and for all. That
will lay a foundation for the
long-term, steady development
of Sino-US trade and
economic cooperation.
Furthermore, after the
accession, all future trade
disputes can be resolved by the
WTO dispute settlement body
rather than through bilateral
negotiations. Pressure brought
about by developed countries,
for example the US who
especially likes to use trade
sanctions, will be reduced.

China being a country with one of
the world's biggest political power,
joining the WTO will give China the
right to speak at the international
stage on economy.

. Prosperous Economic

Development
WTO member states have to offer
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other members equal access to
markets and reciprocity in trade
concessions. Enjoying the
commitments offered by other WTO
members will give China a better
chance to promote its products to
the international market.
Economists estimate that within five
years after entry, China's trade
volume would increase from
US$324 billion in 1998 to US$600
billion.

Besides the MFN trade status issue,
the recent GITIC incident also
adversely affects foreign investors'
confidence in doing business with
China. WTO entry will certainly put
China back in the international
investment spotlight. Investors will
appreciate the elimination of the
annual MFN renewal hiccup and
the establishment of a more open
and transparent investment
environment. Estimates show that
foreign directinvestmentinto China
will reach US$100 billion in 2004.
An increase in foreign trade and
investment will contribute to
China's economic growth. It is
estimated that China's GDP growth
would reach 8.7 per cent within the
next five years.

3. Benefits to Chinese Enterprises
Although foreign competition will
bring some short-term turbulence to
China's domestic industries, it will
arouse the awareness of Chinese
enterprises on quality and put
pressure on them to improve their
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productivity and efficiency. Besides,
Chinese businesses can consider
forming strategic alliances with
foreign investors to make uge of their
advanced technology and modern
management concepts.
Liberalisation in the service industry,
especially in telecommunications,
financial services and distribution
sectors, are also very important in
speeding up the development of the
entire economy.

The game continues...

China is still in the WTO accession
hurdle race. The entry can only take place
when China has completed negotiations
with all 134 WTO
contracting parties.
China has already
reached agreement
with 10 contracting
parties by February
1999. A new round
of negotiations
between China and
the US took place at
the end of April with
early results still
inconclusive.
European Union
Trade Commissioner
Sir Leon Brittan has
already indicated
that the EU would
need to examine
carefully the
concessions that
China has offered
and would then need
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to complete their negotiations with China
"to see what extra commitments are
required to ensure thatthe EU's legitimate
commercial interests are properly
safeguarded." It is still unclear at this time
whether the 13-year quest will come to
an end in 1999.

China's accession to WTO and Hong
Kong

China's WTO accession will bring
major opportunities for business expansion
into China. How should Hong Kong
companies prepare? The next issue of The
Bulletin will examine the impact of China's
accession to the WTO on Hong Kong's
businesses. B

The opening of China's telecommunications sector
should attract foreign investment.
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Chart 1: Major concessions made by China #-— : wR: ZE&EHNHA

AGRICULTURE MARKET ACCESS R¥Ewii5

Tariff Reduction Overall average tariff for agricultural products reduce to 17% By 2004
I 38 BBt REE MR T HRABEE 17% 2004 A
Tariff Rate Quota System Eliminate all quantitative restrictions
for Bulk Commodities THBR BT A 3 1 BUE R
RARE R MR i B2 Adopt tariff-rate quotas for sensitive sectors
B BURAT IR BAA R RO RA
Sanitary and Phytosanitary Life SPS bans on wheat, citrus fruits and meat products Immediately
restrictions R RRE/INE - MR R BRI RAAY AR A & Bp iy
AR T HE 49D AR 8 R )
Export Subsidies Not to provide export subsidies for agricultural products
th ARG Afe TREMAEFTS OB -
INDUSTRIAL PRODUCTS T RA i
Trading Rights and Distribution To US firms 3 years
G SR8 HTEBRNA 3ER
For sensitive and protected industries, like chemical fertilizers, 5 years
crude oil and processed petroleum 5FR
FEHBRZRENTES T GL2IEHE - ABERMLAHKE)
Tariff Reduction Average tariffs of industrial products reduce to 9.44% By 2005
Fil LA B Vi T3 7E 0 T H BB 2 9.44% 2005 F il
Tariff Reduction in US Priority High Technology — for semiconductors, computers, computer By 2003
Areas equipment, telecommunications equipment and other information (with some exceptions
il 3 B 5T 7 I O B technology products reduce to zero until 2005)
WA — e - B B EABM REMEIRHESNHERBEES 20034 Hi (FRHHISMER
AISEE 2005 4F)
Autos — for cars reduce to 25% by 2005
for auto parts reduce to an average of 10% 2005 A
FWH—REMEBEE 25%
REZMHE > FHEE 10%
Wood and Paper — reduce to 5 - 7.5%
AW BRHRE—HES - 7.5%
Chemicals — reduce to the levels of other WTO members
BB —EE A T AR B EA KT
Fish, Distilled Spirits — reduce to 10%.
ABABER—EE 10%
Quotas and other Non-tariff Eliminate 5 years
measures W 5% R
fic 58 1% FoAth JF BAFL 1 0
SERVICES R#¥%
Grandfathering Grandfathering all existing market access and activities in all service sectors
B A B S 52 AT AR BR TR 55 52 5 7 BT A B ) B AR 354 e e LAt 155 ) S 2 AT AL 40 BR 1
Distribution Phase out all restrictions 3 years
BoEiE B R BT A R 3F R
For sensitive products (chemical fertilizer, crude oil, and processed 5 years
petroleum products) 5FR
K EHRRZREN TR 6 - (e 2R - B TA 0 E &
For Services auxiliary to distribution 3-4 years
5 S5 B AR B 3-4 4
Telecommunications Phase out all geographic restrictions:
EoHiE S B2 1R SH BT A 1SR
For paging, value added, and closed user groups 4 years
fGrPRRES - S ERYS - LLRHPARF A 4FER
For mobile and cellular 5 years
B EE 5 4F 1R
For domestic wireline services 6 years
A3 57 8% 6 F MR
Allow 49% foreign investment in all services, and 51% foreign 4 years
ownership for value added and paging services 4ER
2R A IR A 49% WISNERE > FAFHEEMEFREA 51% M EREAHE
Insurance Award licenses solely on the basis of prudential criteria
R B A IR R B AR IR
Permit foreign property and casualty firms to insure large-scale risks nationwide | Immediately
HEFF ML) 32 K I JEBR AR B2 7 B 2 B P ) KRR TR B AR AR BNy
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Insurance

RER%E

5 years
5FA-

Eliminate all geographic limitations for future licenses
A A A SRR B0 BT A B AR ) .

Permit activities of foreign insurers to include group, health and
pension lines of insurance, -

B FHERB A T AARERS - G TR RR

5 years
5 FR

1 year
1 R

Life insurers: will allow 50% ownership on accession and 51%
share in a joint venture

NFEREHE - PEIMAYEE - FFFINEIE 50% A - A A EEE 1% FAHE

2 years
2ER

Non-life and reinsurance: will allow 51% ownership on accession
and form wholly owned subsidiaries
JENFURBEAARE - PEMAHERE > FFFINEN 1% BAE - AR 2ERMEAF

Banking *
PITHE

US requests China to allow foreign banks to handle both local and

foreign currency business transactions; to service Chinese and foreign
customers; and to liberalize investment.
FERERKFEAFIRBITEIEAREMINENESLS - HPERINEEF BERS
WEREFAARE

Securities * & #

Professional services

BEMRH

Open market for legal, accountancy, taxation, management consultancy,
architecture, engineering, urban planning, medical and dental,
computer-related services

PR % - GLIEHEE - &Rt - BLE - BIREM - 2% TR
AR L E S A B AR A%

AR E - BEAMAR

Majority control except for practicing Chinese law
W 7R A v B A RIS RO (AR AT A o SMNE N B TR AR

Audiovisual *
HE ¥

Allow 49% foreign participation for the distribution of video and
sound recordings
B ERIEA 5 > BT 49% MM E S

3 years

3 FER

Majority ownership in for construction, renovation, ownership and
operation of cinemas.

B B BAMEEERLE @ AN ENA AR

Travel and Tourism
e bz %

3 years
3ER

Unrestricted access to the Chinese market for hotel operators with
the ability to set up 100% foreign owned hotels
AFHEE SRR EA TR TS RGN EEREEE

Immediately

s

Allow majority ownership
BRPNEIAEE M IR

Allow foreign travel operators to provide full range of travel
agency services

B RSN BAY A 2 R v R 1 2 AR A AR AT AL IR B

PROTOCOL AND WORKING PARTY REPORT s # R LA/ M #&

Investment and
Technology Transfer
RE RN R

China will eliminate policies to block foreign firms doing business in China from importing

inputs for production.

o B0 SR REL AR 41 7 o I A I A T R AR O BUR -

China will not condition investment approvals, import licenses, or any other import approval process on
performance requirement of any kind.

PEAGLMEMRBRE  fERR A - 0 R R ALE O MAZAR T A R -

Anti-dumping and Subsidies *
BUARE RAdfl +

China and the US will maintain their current anti-dumping methodology in future anti-dumping cases.
o 36 8 5 [ B AE AS A Y B A 88 1 R P ME RS B A Y R AR B 1 E -

When applying countervailing duty law to China, the US will take the special characteristics of China's
economy into account.

FEEH TGS MAE I o @R SR R A RER -

The duration of this provision remains under discussion.

A B Wt 2 0 A 8O i A R A o

Product Specific Safeguard *
FFRE FE A B AR BT *

China and the US will set up a special mechanism to address increased imports that cause or threaten to
cause market disruption to a US industry. China will apply voluntary restraints and the US will apply
unilateral restraints based on standards that are lower than those in the WTO Safeguards Agreement.
ST ) B ARSI B > LA TR 35 4 s 0 8% B 3R AL BRI RE A AR RO T 3R AL o LIS B SEAY I LA
BRG] - BTN e Rt B AR R R 15 o AT th A0 AR HE BE Oy A I FR A -

The duration of this provision remains under discussion.

AR A SR -

State-owned and State-invested
B REARBRESE

China will ensure State-owned and State-invested enterprises act on a commercial basis. They enterprises
will make purchases and sales based solely on commercial considerations. The US firms will be provided
with the opportunity to compete. China will not influence the commercial decisions (either directly or
indirectly) except in a WTO consistent manner.

FEAS & HEREAE REAFRREEEUAEREE S0 EEITRBMER » GURMELEHER - ZRAL AN
G THFHE - R AETFHERESN  FEAY (EEREIMEL) BEHERE -

* Sectors remaining under discussion.
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ECONOMY

Mixed start to the year

By IAN K PERKIN*

Share market and land sales
results were positive in the
opening months of the year,
but the underlying economy
remained weak.

ong Kong's first Government land
auction in more than nine months,
held on April 21, ended as a

metaphor for the state of the SAR economy.
The headline outcome - $1.49 billion for
the auctioned sites - was regarded as
positive, but with concerns remaining about
the underlying strength of the market.

The three parcels of land offered by the
administration sold at prices that were
slightly above expectations. But there was
something not entirely convincing about
the performance, with many analysts
suggesting that it might not be sustained in
future auctions. The fact that the biggest of
the SAR's developers played only a modest
role in the auction was also revealing.

Likewise, in the broadereconomy, there
is plenty of excitement about the recovery
in local financial markets, particularly the
equity market, but the real economy does
not reflect this buoyancy. Indeed, the
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broader economic statistics so far available
suggest that the real economy continued
to perform relatively poorly in the first
quarter of the year.

In the three months to March it seems
likely that the economy actually performed
only a little better than the final quarter of
last year when it contracted by 5.7 per cent.
Given such an outlook and the recent
statistics issued by government, it is
probably better to describe the economy
as being only in the early stages of a slow
recovery. For example:

Share market: The contrast between the
performance of the local share market and
what is happening in the real economy so
farthis year is really quite marked. The local
share market on a sustained upward trend
since the Government intervention in mid-
August last year, reaching its highest levels
in more than 12 months on April 20 at
12,766.44 points, after breaking through
the 13,000 point level at one stage. That
was up some 91 per cent from the time of
the Government intervention on August 14
last year and 27 per cent from the beginning
of the year. Yet the real economy has
continued to perform relatively poorly in
line with last year's negative outcome.

Unemployment and Underemploy-
ment: Higher unemployment in the March
quarter reflected the still weak underlying
economy. The good news in the labour
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market is that total employment growth
resumed in the early months of the year;
the bad news is that growth in the total
labour supply has continued at its rapid
pace, producing higher unemployment and
underemployment numbers.

Provisional unemployment for the three
months to March was 6.2 per cent, while
the final figure for the three months to
February was confirmed at six per cent.
Underemployment was a provisional three
per cent for the three months to March and
confirmed at that rate for the period to
February. Employment grew about one per
centcompared with lastyear, but the labour
force grew 4.9 per cent.

Orders-on-hand: Local manufacturers
continued to report much weaker orders-
on-hand in February compared with a year
earlier, reflecting weak domestic and
external demand. They were down 19 per
cent on a year earlier on top of a 20 per
cent decline in January.

Visitor Arrivals: One of the few positive
numbers to emerge in the opening months of
the year with arrivals up 12. 4 per cent in
March (compared with a year earlier) and
13.4 per cent in the three months to March
(again compared with a year ago). The biggest
increases have come from Chinese source
markets (the Mainland, Taiwan and Macau),
but there were recoveries in March from
North America, Japan and some south east
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Asian countries. Revenueis likely to be lower,
however, as visitors cut individual spending.

Inflation: Consumer prices continued to
decline in the opening two months of the
year, reflecting the poor levels of domestic
demand and continuing cheaper import
prices for many goods. The Composite.CPI
showed an average decline over the
opening two months of the year of 1.4 per
cent (a negative 1.1 per cent in January and
1.7 per cent in February). Other indices
showed similar declines for the two months
- the CPI (A) down 1.2 per cent, the CPI(B)
off two per cent and the Hong Kong Indexes
off 0.8 per cent.

Interest Rates: Despite a loosening of
monetary growth in the final months of last
year and into 1999, real interest rates have
remained high. Although there have been
six 0.25 per cent cuts in local interest rate,
since October last year (that is, a cut of 1.5
per cent) real interest rates have, in fact,
increased since then as deflation has set in
across the economy. For example, the best
lending rate (prime rate) in real terms is still
above nine per cent compared with 7.5 per
cent in October last year, before the rate
cuts began, and just 5.15 per cent in the
opening months of 1998.

Mortgage Lending: Gross new mortgage
lending was just $7.2 billion in February,
down 16.1 per cent on the January level of
$8.6 billion, which was itself down 35.3 per
cent on December 1998. The new lending
number would have been adversely affected
by the Lunar New Year holidays in February,
but even so is a very low number.
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External Trade: In the first two months
of this year is that the merchandise trade
deficit fell to a mere $1.8 billion, its lowest
level since the start of 1991.

Otherwise, the external trade numbers
were weak. The trade numbers for
February showed sharp declines in both
exports (down 10 per cent) and imports
(down 24.9 per cent), partly a result of the
Lunar New Year holidays during the
month. By taking the first two months of
the year together, itis possible to eliminate
the impact of the Lunar New Year break.
These combined numbers showed total
exports down 8.1 per cent to $186 billion
for the two months to February from
$202.4 billion last year, the lowest 1995.
Imports for the first two months of the year
slumped 14.7 per cent to $188 billion,
reflecting weak domestic demand, and
their lowest since 1994.
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Retail Sales: Retail sales continued to
be weak in January, being down 21 per cent
in value to $15.7 billion. In real (inflation-
adjusted) terms, they were down 19 per
cent, possible exaggerated by the timing of
the Lunar New Year holiday last year.

Summary: It is unlikely the economic
numbers to date will result in changes to
economic forecasts for the full year. Most
analysts have consistently predicted that the
opening six months of the current calendar
year would be weak and the recovery
would come in the second half.

The first part of that prediction now
looks like being accurate with the economy
likely to contract by a further two-to-three
per cent in the opening six months of the
year. The extent recovery in the second half
will depend on economic trends globally,
regionally and across the border on the
Mainland. B
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BUSINESS

Step in the right direction for SFS revision

Ithough changes to the Special
A Finance Scheme (SFS) for SMEs

announced by the Government
recently were welcomed, some SMEs still
expressed concern.

On revision of the scheme the
Chamber's SME Committee made some
suggestions, one was to extend the
guarantee period from one to two years
which was taken on board by government.

Other Chamber suggestions taken on
board were to increase the share of
government risk and do away with the
stipulation that applicants have a record,
not exceeding the loan repayment period,
of 60 days after the due date in the past 12
months.

Mr Denis Lee, Chairman of the
Chamber's Committee was positive about
the revision: "We are pleased that the
Administration has taken on board all our
suggestions to improve certain aspects of
the loan programme so as to make it more
user-friendly.

"We fully appreciate that the
Government was acting prudently when it
firstdrew up guidelines forthe Scheme back
in August 1998. However, this did not
translate very well into practice and those
SMEs genuinely in need of financial
assistance were unable to benefit from the
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programme. We are positive that the
modifications recommended by
Government to the scheme will help tide
over this particularly difficult time."

The Chamber also urged lending
institutions to give full support to the
scheme once the proposed changes have
been implemented.

"One of the problems faced by SMEs
has been the inflexible attitude of lending
institutions. Now that the Government
has moved further in providing relief for
SMEs, we call on lending institutions to
do likewise. The scheme can only be
successful with their support," Mr Lee
said.

Mr S R Sarkar, Executive Director of
Yamazen Company Limited, suggested that
there be a clear indication that either banks
or government take full responsibility for
the scheme.

"There is a lot of ball throwing, both
parties should be fully committed to the
scheme and make a concerted effort to help
SMEs, not a half-hearted attempt. That
means less stringent criteria to help those
really in need," Mr Sarkar said.

Mr Sarkar suggested that all SME
associations should come together to form
one fellowship and brainstorm how the
scheme should operate in the future.
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Ms Fanny P Lai of Fanny P Lai & Co
Certified Public Accountants, an SME
owner, said that although the two year
guarantee period was good it still may not
be enough for most SMEs as their business
would not pick-up in that time.

"The banks are generally non
cooperative, there is no support and they
don't want the extra administrative work
that the scheme generates," she said.

The assessment of applications will
continue to rest with Participating Lending
Institutions (PLIs), which are mainly banks.

However, the risk-sharing ratio between
Government and the PLIs will be revised
to 70:30 from 50:50, with the maximum
guarantee limit remaining at $2 million.

The Chamber has been lobbying for
improvements to certain aspects of the loan
programme, which many regard as a
constraint on those seeking to apply for
money under the Scheme.

Commenting on the revised scheme, the
Chamber called on lending institutions to
support the scheme once the proposed
changes have been ratified by LegCo.

As final arbiters of the Scheme, it is
critical that lending institutions move
forward with Government to provide
financial relief to SMEs through the
enhanced scheme. B
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E-commerce way forward for SMEs

onventional wisdom has it that
technology serves as the great
equaliser in leveling the playing

field between small and big business. But
beyond the telephone and fax, it would
appear that small and medium sized
enterprises (SMEs) in Hong Kong have not
been paying that much attention to
developments on the Internet and the
potential that it offers in doing business.

By some estimates, world wide
transactions conducted on the Internet, or
e-commerce as it is commonly referred to,
is expected to reach about US$350 billion
by 2002 up from about US$22 billion in
1998. This alone is reason enough for SMEs
to adopt the Internet as a cost-effective
medium for developing business
opportunities not to mention such benefits
of being an information goldmine and a
low-cost global communication tool.

With this in mind, the Hong Kong
General Chamber of Commerce designed
and hosted a dedicated Web site for Hong
Kong's SMEs over the period of the SME
Week held from 5-12 February, 1999.

A dedicated Web site was set up by the
Chamber with technical and hardware
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support xprovided by ABC Data and
Telecom, IBM China/Hong Kong
Corporation and Hong Kong Telecom.

Content-wise, the Web site is divided
into a segment with video-clip
presentations by senior officials from
Government, business and the Chamber,
and a discussion forum where visitors could
exchange views on current SME issues,
make suggestions, or ask questions. There
was also a resources page featuring a
collection of useful information, advice and
tips on helping SMEs increase their
competitive edge. In addition, links to other
Web sites providing services or of relevance
and interest to SMEs were also included in
the resources page. An online competition
was also held concurrently for those
wishing to try their at hand at winning free
prizes.

The design and content of the Web site
was structured to be as user-friendly,
attractive and relevant to the fullest extent
possible so as not to intimidate less-
technologically savvy participants.

To cater to those without Internet
connectivity, Internet Service Providers
(ISPs) namely HKNet, IXTech and CTINets,

were invited to provide special discounted
rates.

This project is partially funded by the
Services Support Fund of the Industry
Department, Government of the Hong Kong
Special Administrative Region.

The SME Week is a cooperative project
involving the Government's SME
Committee, the Industry Department, three
Government Statutory bodies and four trade
and industry associations. The objective
of the SME Week is to promote awareness
in SMEs of the support services available
to them in the public and private sectors.
Activities organised from 5 - 12 February
1999 include an exhibition, seminars and
house programmes by participating
statutory bodies and trade associations.

Other than the SME Web site, the
Chamber was also involved in an
exhibition from 5-6 February, a seminar
on Franchising Opportunities and the
first Hong Kong SME Awards co-
organised with the Hong Kong
Productivity Council.

(For those who wish to check out the
Web site, the address is http://www.
smeweek.org.hk) B
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Management consultancy
takes on important role

3 ness@lllgﬂﬂln Tltﬁof UPE and

anagement Consultancy (MC) is
Ma growth business worth US$20

billion globally, and is one that
is going to be more important in Hong Kong
as business opportunities in China increase,
according to Mr K K Yeung, Chairman of
the Steering Committee of the Management
Consultancies Association Hong Kong
(MCAHK), speaking at its launching
seminar.

"With China's accession into the World
Trade Organisation, there will be more
issues to address and MC will become
increasingly necessary in Hong Kong for
those that do business in the Mainland," he
said.

Mr Yeung said that MC was a large-
scale trainer, employer and catalyst for the
creation of economic wealth and improved
efficiency in business.

Financed by the Services Support Fund,
the Hong Kong Coalition of Services
commissioned the Poon Kam Kai Institute
of Management of the University of Hong
Kong to undertake a study of the current
and future place of MC in Hong Kong's
competitiveness, together with an analysis
of how the sector might be promoted.

One of the conclusions of the study was
to create an association to promote and
develop the MC sector in Hong Kong.
Hence, the birth of the MCAHK.

Professor Michael Enright of the
University of Hong Kong and author of
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Hong Kong Coalition of Senvice

Industries

From left to right: Mr Stanley Ko, Chairman HKCSI; Mr W K Lam, Secretary
for the Civil Service; Mr K K Yeung, Chairman of the Steering Committee of
MCAHK and Dr Eden Woon, Chamber Director.
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the bestseller "Hong Kong Advantage",
also speaking at the seminar, agreed that
MC should take a higher profile in Hong
Kong.

"Hong Kong is a metropolitan service-
oriented economy that is knowledge based
with high-value added activities. It is-a
management and coordination centre - MC
is essential for further development," he
said.

Prof Enright said that the next step
would be for Hong Kong to become Asia's
world city, a regional and global centre like
New York or London.

"Tokyo is not a world city - it had its
chance in the 80s — it is just too Japanese.
Shanghai will not become a world city
because there are too many issues. As for
Singapore, it does not have the links with
the rest of the region.

"To attain this status Hong Kong must
acquire world class regulation and
governance —atthe moment business is not
transparent enough. There needs to be a
managerial revolution — MC can help
achieve this," he said.

Prof Enright added that MC could help
position Hong Kong as a major business
centre and act as a partner in good times
and bad.

Mr Peter Barrett, Managing Director for
Organisation Development Limited, went
into more detail describing how exactly MC
could help firms. . 4

"There’are many times a company can
fail during its development and MC can
help to prevent this. Hong Kong faces the
challenge of corporate governance and
needs to increase transparency. World class
institutions will not want to invest here if
we are not transparent,”" he said.

Mr Barrett made some
recommendations to help businesses.

"Review professional advisers and don't
be afraid to swap consultants. Also, don't
be at the mercy of bankers — get an overdraft
extension even in good times," he said.

Mr David Ng, Managing Partner of
Greater China Business Consulting
Division, Arthur Andersen, also had some
useful tips.

"Proactively change customers
perception to your benefit. Giordano did
this by producing high-end clothes and
reducing the size of their logo on items —
and it worked," he said.

He added that to be innovative
companies should identify opportunities
made available by new knowledge and MC
could help do this. B
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Franchising training kit

(HF#Hegiha)

T
A2
A, 4
@ 2%

in

NEW PUBLICATIONS ON FRANCHISING

R EHENR

Set of two books comprising a Planning Guide and an Operational Guide

—EmAE R HaREEES

At HK$200. A choice of either Chinese or English versions available
B ARA 2000 — £ 0 A 38 SR B %

1998 Directory of Franchise Operations in
T Hong Kong
19984 4% 3 42 B B 5 4%)
A Listing of 111 franchise operations in HK, with contact & investment information

B RBRINIMFH 85 R R OB & A FH

At HK$80 (members)/HK$100 (non-members) & B %% £ 18 £ %804 » JF & B # #1004
Most text in English, complement with some Chinese

NIAEL AT AELBABEEHMEA P

Available at the Chamber at 22/F United Centre, 95 Queensway, Hong Kong  Enquiries please call 2823 1250
TRE RN EERBERA (BB R— T v22)

&3 #F 2823 1250
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Forum on Franchising Opportunities

By Marina Wong
ranchising is becoming an
increasingly attractive option for

F businesses during a recession, as it

guarantees stable returns and set amounts
of outlay at the start-up stage
and progressively through the
maturation of the business.

In response to this
interest the Hong Kong
Franchise Association
(HKFA) organised a forum
on Franchising
Opportunities. Eight
franchise operators took
part and showcased their
systems.

Investment levels and
terms vary considerably
among franchises. For a
low-cost small operation
such as Agfa or Paperus,
the initial investment is
only around
HK$200,000-400,000.
Others may require a
bigger investment and
operating area but will
serve a larger client base,
such as 7-Eleven and Japan
Home Centre.

The well-established
chains tend to be more
systematic and secure,
with thorough
training and
support. On the
other hand, newer
franchises are
more flexible and
may offer chances
to penetrate into
new markets.

One common
emphasis of
franchise
operators is that
they encourage
hands-on
involvement by
franchisees.
Buying a franchise
does not make
one's job easier than
being employed.
Simply investing the
money and relying on the support of the
franchisor is not enough, the enterprising
efforts and hard work by the franchisees
are essential.

Prior experience or knowledge on the
franchised business is usually not necessary

el

as training and support will be provided.

This is what makes franchising so attractive

to many who want to start their own

business or who want to venture into new
businesses.

Many franchisors acknowledged that

theeconomic downturn might have

affected sales and

prolonged

the

period for return on investment, but it has
also helped to lower rental considerably,
which usually makes up a high percentage
of the operating costs.

Some franchisors even indicated that
their business was actually enhanced

because the products they sell are either
household necessities or are priced very
competitively.

HKFA General Manager, Ms Charlotte
Chow, said: "We have many calls from
potential investors asking for details of
different franchises and the best way to give
them useful and updated information is to
invite the franchise operators themselves to
explain their wn systems.

"The idea of putting several franchises

together is to give investors more choices,
so that they can identify the
franchise that meets their
requirements, in terms of
capital, their own experience
and personalities, interests and
education backgrounds. We
also encourage investors to
make comparisons. The
more they listen to different
packages, the better they
understand the strengths
and weaknesses of the
various franchise systems.

This will enable them to

analyse their investment

options better.
"Of course, just by
listening to others is not
enough. Investors must do
their own analysis, such as
market potential, penetration
and trends; the target
customers; the existing and
potential
competitors and
site selection.

Investors

should also

note the
possible
effects of the
economic
downturn on
the specific
business and
franchise,"
said Ms Chow.

T h e

Association

also publishes

guidebooks and
for would-be
franchise
practitioners.
Encouraged by the good
response, the HKFA is thinking of
hosting another Forum later in the year, so
that those who missed out on the first one
could have a second chance to brush up
on franchising opportunities. Interested
parties please call Marina Wong on 2823
1250. 8

dghten or darken the
press Next Step
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Agfa Express % sg SE R it
Initial Investment BZEEA - franchise fee fFiFtES Nil
- equipment HEE XM $750,000
payment for equipment by installments 43#317 3K $225,000
down payment (30%), interest 8%, span 3 years
(HHA=RE > FIB/E > H=4E8E8)
- rent (3 months' deposit) & (Z={@A%E4E) $60,000
- decoration & furnishings J& #2215 K B3¢ $80,000
TOTAL %t $365,000
Monthly expenses E#H4 A B -rent TH& $20,000
fixed costs [EE B4 - salaries ¥ $15,000
- monthly installment for equipment HE &M (4 HfF3KH #6) $18,083
- sundries and depreciation EIE X E $15,742
TOTAL &5t $68,825
Projected monthly sales revenue TE#TE A &¥EM $110,000
Projected monthly net profits 7|4 H &7 $41,175
Return period [ ZA<#3 approximately 18 months #7 18 1 A
Enquiries 3 : Tel &#h: 2555 9421 Fax %K :2873 2851

Futurekids & s 8§54 3 v L

Initial Investment BAZEEA - franchise fee 4FFtER $300,000
- computer equipment & software B XK A E $180,000

- initial marketing fund VPTG EEES $ 45,000

- rental (3 months' deposit) & (=1HA &%) $45,000

- decoration & furnishings JEFRAEE Rk $150,000

- insurance & legal B R i%kEE%E H $20,000

- stationery & supplies 3CE X HFA R i $5,000

TOTAL 6% $745,000

Monthly expenses projection -rent & $15,000
EFEAMY - salaries ¥4 $20,000
- sundries FfEIH $30,000

TOTAL &t $65,000

Projected monthly revenue 7 A EEMHE $110,000
Projected monthly profits TE#FHE A& F| $45,000

Return period [E]Z<#4

approximately 14 months #J 14 1 A

Contact person Hi#& A : MsRitaLau ZIfRE/ME Tel E#E:25031813 Fax f$E :2503 1861
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Hong Kong Convenience Stores -t o +— MW

Initial Investment BAZEE A - franchise fee HFaFHE#E $420,000
- inventory deposit FHE %4 . $180,000
- change fund &4 $4,500
- license (% H& $3,000
TOTAL &t $610,000
Monthly expenses & A 53 - Rent, decoration, furnishings and equipment are borne by 7-Eleven.
g~ #E HRESMMERB L « +—ERJE LT -
Return period [A14H#] approximately 18-20 months #J 18 & 20 {8 A

Enquiries Z#: Tel %x%:2979 6109 Fax fHE : 2806 2731

Japan Home Centre HAK¥

Initial Investment BZEEA - franchise fee FFFFHEZE $60,000
- rent (under 1,500 sq ft, 4 months' deposit) $160,000
4 (1,500 FHRELT > WEA &)

- decoration & furnishings & & % 18 R B % $200,000

- payment for products & opening $ & & B JE 3t $25,000

- computer, racks & equipment BN - EE KM $100,000

- sundries FEIE $40,000

TOTAL £t $585,000

Monthly expenses projection -rent & $40,000
HRHEFABX - salaries Hr4: $25,000
- administration costs 17B(# $3,800

- marketing costs T # F $7,050

- sundries F#H $20,000

TOTAL &t $95,850

Projected monthly revenue TE#HEH &34 $470,000
Projected monthly profits 8 H & F| $59,250
Return period [8] 7 ] approximately 8-12 months #J8 = 12 fAA

Contact person #i&& A : Mr Anthony Lau BIEHESEA Tel EFE: 2554 9610 Fax {HE: 2554 3927

Paperus JRIRH

Initial Investment BJZE&EA - franchise fee FFFFHER $10,000
- rent (100 sq ft, prime location, 3 months' deposit) $60,000
4 (100 FHWR > B - =8 A #%4)

- decoration & furnishings J& #f %18 K Bk $30,000

- products deposits & fhi%4 $50,000

- products & display racks & i R &2 $80,000

- license & sundries % H8 K fETH $7,250

TOTAL it $237,250

Monthly expenses projection -rent 14 $20,000
FAREAMX - products 7 $40,000
- administration & marketing costs 7B HEE % $1,000

- sundries FEIH $2,000

TOTAL &t $63,500

Projected monthly sales revenue TE#T4: A #2458 $90,000 plus
Projected monthly net profits TA#HE A & $31,000-56,000
Return period [E]Z<#H approximately 4-9 months #) 4 £ 98 A

Contact person ik A : Ms Karen Chan BRAEZ/ME Tel %&f: 2881 1368 Fax f#E : 2808 0389
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Pet Kingdom BESF % P15

Initial Investment FIZEEA - franchise fee fFFFIER $30,000
- rent (4 months' deposit) & (4 f8A &%) $100,000
- decoration & furnishings [& & #415 K% $80,000
- franchise deposits #FFF &L 4E $30,000
- pets for sale BEAFEY $50,000
- computer & equipment B K& XA $10,000
- license & sundries % 18 K4 TE $7,000
TOTAL &t $307,000
Monthly expenses projection -rent & $25,000
HFtEAKEX - salaries ¥ & $20,000
- pets for sales FEAFEY) $75,000
- royalty (5% on sales) BFIHE#E (ZEH 5%) $7,500
- depreciation $8,000
- sundries 3JE $3,000
TOTAL &t $138,500
Projected monthly sales revenue TE#TEH&%H $150,000
Projected monthly profits &t A & F $11,500
Return period [E4<#] approximately 17-18 months 417 & 18 @l A
Contact person ¥f# A : Mr Howard Cheung fREWEE Tel BE: 2462 9611 Fax HE : 2456 2120
Saint's Alp 5 #
Initial Investment BE¥&EA - franchise fee #FATHE# $200,000
- rent (4 months, incl 3 months' deposit) $400,000
e (NEAHE > BE=MAES)
- decoration & furnishings 5 & 515 K B 5% $500,000
- products deposits #iE 4 $200,000
- equipment & $150,000
- license & sundries K H& K 518 $30,000
-cash B& $20,000
TOTAL &3t $1,500,000
Monthly expenses projection -rent % $100,000
HRMEARX - operating expenses & 32 $245,000
TOTAL it $345,000
Projected monthly revenue TERTE HAEHEH $500,000
Projected monthly profits T#HEH & $155,000
Return period [E] 7] approximately 6-7 months #16 £ 7 {8A
Enquiries Z# : Tel 7§ :2785 1023 Fax f#E :2370 1970
Worldsites Greater China #-R A
Initial Investment FIZEEAR - franchise fee FFaFiE# US$32,900/HK$ 254,975
- rent (can be home based) A% (AITERF4EE) Nil %
- computer & equipment &S K HK$15,000
- license & sundries F 8 X EIR HK$2,250
TOTAL &3 HK$272,225
Monthly expenses projection -rent & Nil %
BAEARX - salaries #& Nil 4%
- royalty HFIHE# 10% on fees charged YA/ 10%
Return period [El74<# 20 web sites at HK$19,375 each
(in terms of number of web sites) (ZFEEHEETE) 20 A E > SHEEWE $19,375 T

Contact person Bi# A : Mr Michael Fan JE4E4H5EA Tel EiE: 2541 1668 Fax f#E: 2543 6682
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Integrated healthcare solution for SAR

ong Kong healthcare is in transition.
HSpiraIing costs and a population

that's expected to increase by
nearly two million in the next 15 years are
putting the existing public and private
healthcare systems under strain.

While Hong Kong is a leader in many
fields, healthcare is relatively
underdeveloped.

Changes taking place in the delivery
of healthcare and possible changes in the
financing will provide challenges and
significant opportunities for years to
come.

Quality Healthcare is one company that
is trying to seize these opportunities.

With a mission of redefining private
healthcare in Asia it is the first publicly
listed healthcare group in Hong Kong.

Mr S M Pang, Chief Executive of Quality
Healthcare, said the medical sector in Hong
Kong was fragmented with thousands of
individual physicians and few organisations
able to provide fully integrated healthcare
services.

"As a result the quality and pricing of
private services varies greatly, making it
difficult for insurance providers and patients
alike. In addition, only 15 per cent of the
workforce have health insurance, a further
burden on the public system," he said.

The aging of Hong Kong's population
has added to the need for expanded
healthcare services.

"More than a million people are already
over retirement age and the demand for
places in elderly care homes and other
services will not be met unless radical and
urgent action is taken," he said.

In their care for the elderly division they
are working on practical projects to provide
more beds and an international standard
of service in elderly care homes.

"Our philosophy for elderly care
homes is centred upon upholding the

Mr S M Pang, Chief Executive of
Quality Healthcare

FRITRAREFX

resident's dignity and freedom of choice,"
he said.

The specialised field of care for the elderly
presents a unique challenge. With the
pressure of life in Hong Kong and constraints
on living space, the nuclear family is moving
away from the previous norm that the elderly
should be cared for at home. Increasing
affluence inan expanding middle class means
more families are able to invest in better
standards of acre for their elders.

"Improving care for the elderly has been
identified by the Hong Kong Government
as a top priority. Quality Healthcare will
be seeking licenses from the Government
to manage and build care and attention
homes for the elderly," he said.

Their patient care division is builtupon
the foundation of two established Hong
Kong medical practices. Their geographical
network is extended through affiliate
arrangements with a large number of
practices throughout Hong Kong.

Underpinning these divisions are
healthcare service providers. Quality
Health Care provides nursing services in
hospitals and at home, while related health
professionals also provide services such as
physiotherapy.

"Our aim is to deliver high quality care
and control costs by carefully managing the
provision of services. We can do that because
of the economies available as a result of the
scale of the operations," said Mr Pang. B
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CHAMBER EVENTS ® # % %

Farewell to Mr Sutch, Chairman

fter a successful end to his

Chairmanship, Members of the

General Committee and
Committee Chairmen gathered to bid Mr
Peter Sutch goodbye and good luck in his
future at a leaving party held at the Hong
Kong Country Club on 20 April.

Mr Sutch will be leaving Hong Kong to
take up a position at the Swire Office in
London. This move will bring to an end to
33 years in Hong Kong.

The evening got into full swing as 50
party-goers danced the night away.

Mr Sutch was presented with souvenirs
from the Chamber, which included
photographs of the General Committee
members and minutes of the first General
Committee meeting in 1861. B

From left to right: Mr C C Tung,
incoming Chairman, Mr Peter Sutc
and Mr James Tien, Chamber Legco

Representative.

ER RNETREBEN BERERSHEIE
BAKELE -

Mr Sutch is presented with a souvenir from the Chamber Director, Dr
Eden Woon.
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Mr Sutch dances with his wife, Gill.
ERENEHRMLE -



CHAMBER IN ACTION

[llustrious line up of speakers at PBEC

his month in review was an exciting
Tand busy time for the Chamber as all

departments finalised preparations for
the Pacific Basin Economic Council
International General Meeting (PBEC IGM)
held at the Hong Kong Convention and
Exhibition Centre from 14-19 May.

An impressive array of speakers was lined
up which included the Chief Executive Tung
Chee Hwa; President Joseph Estrada of the
Republic of the Philippines; Michel
Camdessus of IMF; Korean Minister of
Finance Kyu-Sung Lee, Australian Treasurer
Peter Costello, John Bond of HSBC Holdings
plc; Dr Kenneth Courtis of Deutsche Bank
Group Asia Pacific, Professor Jagdish
Bhagwati of Columbia University; Ernest
Micek of Cargill Incorporated; Lachlan
Murdoch of News Ltd, Russ Daggatt of
Teledesic Corporation; Morton Bahr of AFL-
ClO; Peter Eigen of Transparency
International; Kosaku Inaba of Ishikawajima-
Harima Heavy Industries Co Ltd; K C Kwong
of Hong Kong SAR Government; David Carse
of Hong Kong Monetary Authority and more.

The PBEC IGM 1999 Organising
Committee meton March 25 and April 14 to
review organisational progress.

The Economic and Legislative Affairs
Division issued 11 commentaries in its regular
"Statistical View" series. Work also continued

on the Economic Policy Committee's critical
issues for Hong Kong project.

Led by Mr Howard Flight, MP
(Conservative), a high-level delegation of the
Hong Kong Committee of the All Party China
Parliamentary Group (APCPG) in the UK
called on the Chamber on March 18. Mr Peter
Sutch, the Chamber Chairman, Mr Brian
Stevenson, Chairman of the Hong Kong
International {HKI) Committee, Dr Eden
Woon, Director of the Chamber, and other
members of the HKI and General Committee
welcomed the delegates and briefed them on
the bilateral business relationship between
Hong Kong and the UK. Delegates were
interested in the current trade union
development, environmental protection and
the global competitiveness of Hong Kong.

The Hong Kong Coalition of Service
Industries (HKCSI) presented a training
seminar for officials of the Ministry of Foreign
Trade and Economic Cooperation (MOFTEC)
on 22-23 March. The theme of the seminar
was on the modern practices of distribution-
related industries. There were four speakers
from Hong Kong, which included three from
the HKCSI and one from the government
Business and Services Promotion Unit.

After consulting withmembers, a paperon
the education review was submitted to the
Education Commission on 19 March. The
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main thrust of the paper was to encourage
innovative thoughtand creativity among Hong
Kong students and to spend more on primary
and secondary education rather than tertiary.

On 12 April the CSI submitted comments
in reply to the government consultant on the
business park feasibility study, calling for a
business park to be devoted to the distribution
industries.

Membership

The western restaurant, Options, of the
Chamber Club at Cheung Kong Center was
open on 7 April for business. The reservation
line is 2186-8282.

Preparation of the Membership Directory
1999-2000 is on its way. Members are
encouraged to provide information on
company background and business activities.
The Directory has also a Web site version.

Since the new Membership Directory was
launched in March, the Chamber Web site
hit rate has been significantly increased. The
new Directory makes searching the Chamber
members' records much easier and it also
offers new advertisement opportunities for
members on the Chamber Web site.

Twenty-eighttenders were announced for
the Government Supplies Department and
seven tenders for other Departments on the
Chamber Web site. B
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Led by Mr Howard
Flight, MP (below),
a high-level
delegation of the
Hong Kong
Committee of the
All Party China
Parliamentary
Group in UK called
on the Chamber.
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Delegates at the MOFTEC Training Seminar.

The Ministry of Foreign Trade and Economic
Cooperation (MOFTEC) now acknowledges the
significance of tertiary industries to the Chinese
economy, according to the response at a MOFTEC
training seminar in Beijing, organised by the Hong
Kong Coalition of Services Industries.

Being the leading negotiator of WTO accession,
MOFTEC officials were particularly interested in
how the Hong Kong SAR Government
coordinated its various departments to promote
the services sector.

The concepts of distribution and franchising are
new in China. And, officials at the seminar were
interested in asking questions relating to this.
Speakers at the seminar included Mr David Wong,
Assistant Director, Business and Services
Promotion Unit of the Financial Secretary's
Office; Mr Vincent Wong, Group Chief Executive,
Jardine Transport Services and Mr Sam Yeung,
Director of Cﬁina Development, The Dairy Farm
Group.

HKCSI dinner
reception. From left
to right: Wong Shijia,
Stanley Ko and Liu
Zuozhang.
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CHAMBER IN ACTION

The Rt. Hon. Lord Mayor, The
Lord Levene of Portsoken KBE
(right), addressed a luncheon on
April 27, he Sﬁoke on "Bending
before the typhoon: Hong Kong
after the financial crisis". Dr Eden
Woon (left), Chamber Director,
fielded questions from the floor.

4827 B KERBITRINEEDS
(B) EFE2LE®  TRTEEMSR
ERNKRE -  ARSLRB/UREL (£)

EN5 R -

A press conference was held on the 20 April to unveil the agenda for the 32nd Pacific Basin Economic Council (PBEC)
International General Meeting (IGM). The conference will take place from 17 to 19 May at the Hong Kong Convention
and Exhibition Centre. From left to right: Mr Douglas Felfusson, Chairman of the IGM Organising Committee; Mr John

Strickland, Chairman of the IGM Steering Committee and Dr Eden Woon, Director General of PBEC Hong Kong
Committee elaborated on the theme and line-up of speakers.
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Mr M J T Rowse (right), Director of the Business Services
Promotion Unit, spoke at a joint luncheon on 14 April.
Chamber Director (left), Dr Eden Woon, hosted the Q &
A session.
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NEW MEMBERS # € 7

A warm welcome to new members

Below is a list of new members of the Hong Kong General Chamber of Commesce. We wish them every success for their time at the

Chamber and urge them to take part in all Chamber activities that are of interest to them.

Being in the privileged position of a Chamber member allows for great networking opportunities and enables you to make your
opinions heard and get things changed through our Committees and submissions to Government. It also allows you to raise the
profile of your company both regionally and internationally - so seize this exciting opportunity.
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Alfa Goal Ltd & A FR A7

Mr Eric Pok Shui Cheung & 1#n5E4
Managing Director

Manufacturing

Air Master International Ltd
L (EE) =HAMRAA
Mr Shu Yum Cheung SRR R
General Manager $848 38
Manufacturing

China United Holdings Ltd
HEEEERA RA T

Mr Godwin Guo Wai Hwa B Bi5t4E
Vice Chairman

Service, Manufacturing

Cambridge Medical Supplies Co
FFIA R

Mr. Shu Tim Lee éﬁﬁftﬁ*ﬁi
General Manager #4838
Trading

Diagraph Asia Ltd Z & 2 A BRA
Mr Wor Wai So BFfIfE5e4

Senior Operations Manager
Manufacturing

Elbe Office Investments Ltd
Mr David Cheung jRE-F5E4
Finance Manager B #4830
Service

E Stone Contracting Co o/b
Toplite Development Ltd

R LRAR

Mr Edmond C M Chan BE#R3C5EE

Service

Emper Industrial Ltd $RB 78 & 24 BR /S 7]
Ms Rainy Ho il #%5 &+

Manager

Manufacturing

Fastman International Ltd

RF B R A

Mr Stephen Yuen Sing Wan ift& H 564
Managing Director

Trading

Fontworks Ltd

Mr Terry Grose
Executive Director
Service, Trading

Faithful & Gould Ltd fFiHI 1T
Mr Steven Fortune ZEfEFESLA
Director

TMAKTPFRESE

Service

Hongyville Ltd

Mr David Cheung 3R # 54
Finance Manager Bf % #5838
Service

Hermes Credit Underwriters Hong Kong
Ld ZEHEARBRESBERAF

Mr Michael C E Haynes #FRE 4L
Managing Director % 48 4830

Service

Kowloon Motor Bus Co (1933) Ltd, The
REEXL(—IL==) FRAF

Ms Queenie Yau ERFERA &+

Office & Adinistration Manager

BN BATEURHE

Service

Kin On Properties Agency &
Management Co Ltd
BEMWEYEEERRRAF
Mr Yat Cheung Ng % H Z 564
Managing Director % % 4538
Service

Landau Shamash (Hong Kong) Ltd
Ms Esther Cheung 3R 7528 /NMA
Account Officer

Trading

P C Woo & Co fAH 2 R4 T
Mr Moses Mo Chi Cheng Bl 258 55 4E
Senior Partners E& G B A

Service

Po Tat Lie Enterprise Mfg Co
HEFEERMAA
Ms Wan Lo EF &+

Manufacturing

Ritz-Carlton Hong Kong, The
BETE

Service

Scan Coin Ltd

Mr Paul Chau FIRE A
Managing Director
Trading

Secan Ltd

Mr David Cheung 5RE 54
Finance Manager 84755618
Service

Shinta Ltd REZEH WA A
Mr David Cheung &84
Finance Manager B/ %5 #4638
Service

Shun Loong Handbag Manufacturing Ltd
NERE F 45 A BR A A

Mr Michael To . FH5E4

Manager

Trading, Manufacturing

Turbo Top Ltd

Mr David Cheung SREF5E4E
Finance Manager 8175 483
Service

Tin Yung Development Ltd
REBRARAT

Ms Hoi Au Cheung ik & B&/NE
Director #3

Trading
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CHAMBER FORECAST

COMING EVENTS

May 21, 99

May 24, 99

May 24 - 26, 99
May 27 &

Jun 9, 99

May 27, 99

May 28, 99

May 28 & 31, 99
May 31, 99

May 31, 99

Jun 1, 99

Jun 2, 99

Jun 3, 99

Jun 3, 99

Jun 15, 99

Jun 16, 99

COMMITTEE MEETING

May 18, 99

May 25, 99
May 31, 99
Jun 2,99

Roundtable Luncheon: Series on Human Resources
Management in PRC - Session |l: Selection & Recruitment
of Staff in China (English)

Roundtable Luncheon: Series on Human Resources
Management in PRC - Session lll: Employment Contracts
in China (English)

IBWA Asia Chapter 2nd Biennial Convention / Workshop &
Exhibition (English)

HKCSI Roundtable Luncheon: World Trade Organisation —
relevance and opportunities for Hong Kong (English)

Town Hall Meeting — Mr James Tien, Legco Rep
(Cantonese)

Luncheon Talk on “China’s Entry to WTO: Impact on Hong
Kong’s IT Industry (English)

Training Course: Avoid L/C Discrepancies by
Understanding UCP 500 (Cantonese)

Seminar on Hong Kong Cruise Shipping Industry and
Marketing Initiatives (English)

Subscription Luncheon: GEM Answers to Your Capital
Needs — the New and Alternative Stock Market (English)

Roundtable Luncheon: Series on Human Resources
Management in PRC — Session IV: Compensation &
Benefits — Trends in China (English)

Roundtable Luncheon: Managing Your
Telecommunications Cost (Cantonese)

Seminar: How to Increase Your Business Results in the
New Eurozone (English)

Joint Seminar on E-commerce Application —
Implementation and the Story of Success (Cantonese)

Training Course: How to Excel as a Professional Office
Manager (English)

Training Course: How to Conduct Effective Performance
Appraisals (English)

Economic Policy Committee Meeting
Taxation Committee Meeting

Human Resources Committee Meeting
Shipping Committee Meeting

HKCSI Executive Committee Meeting

(Regular committee meetings open to respective committee members only, unless

otherwise specified.)

Diary
' Dates

May 27 & June 9, 1999
12.30 - 2.30 pm

HKCSI Roundtable Luncheon
World Trade Organisation —
relevance and opportunities for
Hong Kong

Chamber Theatre
(Enquiries: Ms Karen Au,
Tel 2823 1200)

May 27, 1999
6.30 - 8.00 pm

Town Hall Meeting —
Mr James Tien, Legco Rep

Chamber Theatre
(Enquiries: Ms Alfee Wong,
Tel 2823 1236)

May 31, 1999
12.30 - 2.15 pm

Subscription Luncheon
“GEM Answers to Your Capital
Needs — the New and Alternative

Stock Market”

Conrad Hotel

(Enquiries: Ms Joe Cheng,
Tel 2823 1225)
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