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The Beijing Delegation returned home with a good understanding of China's economy.
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Largest Gathering of Chinese Manufacturing Industries

A Great Opportunity to Learn, Meet Industrial Leaders

,, and See Exciting Developments in China
an

Chiang Industrial Charity Foundation In Beij i ng For The F i rst Ti me
BRITEREES

L International Conference on Theme:
(o 1
i _/ Manufacturing Technology Technology & Strategy for Global
( Y EhiBE 1 ‘;;'=..U s Jﬁ} J:; &=y ==  Manufacturing Excellence

October 31 - November 3, 1999

Strategically timed and located in Beijing - China's capital, the Conference provides
unparalleled opportunities for Chinese industrial professionals and their overseas ) ]
counterparts to meet with each other. China World Hotel, Beijing, China

Distinguished local and international speakers include: (more speakers to be announced)

&,

Dr. Stan Shih KR4 Dr. James A. Jordan Prof. Fu-Sheng Yao #4484 Dr. Richard Chait Dr. J. David Fuchs Prof. Wen H. Ko £ &

Chairman & CEO, President, Next-Generation Director, Mechanical & Vehicle Director, Board on Manufacturing & Vice President, Professor Emeritus, Department of
The Acer Group, Manufacturing Knowledge Systems, Division, Chinese Academy of Engineening Design, Rockwell Automation, EE&AP, Case Western Reserve
Taiwan USA Engineering, China National Research Council, US.A. USA. University, U.S.A.

Prof Otto C.C. Lin ’Hﬁﬁ Mr. Chuan-Zhi Liu #1&7% Prof. Richard C. R. Liu &5 Mr. Thomas Tang $EE Mr. Ben Wan B 5LE M. Guo-Duan Wang Eﬂﬁ"ﬁ
Vice President, Research & Chairman & CEO, Professor, School of Industrial Executive Director, Chairman, President,
Development, Hong Kong University Legend Holdings Limited, Engineering, Purdue University, Hong Kong Productivity Council, ARC Consuiltants Ltd., Guangdong Kelon Electrical Holdings Co.,
of Science & Technology, China USA Hong Kong SAR Taiwan China
Hong Kong SAR

Special Features:
* Opening and the 1999 Chiang Technology Achievement Awards Presentation Ceremony.

* Keynote Presentations by worldwide prominent industrialists discussing the role of China in global
manufacturing development, next-generation manufacturing, agile manufacturing and advanced
manufacturing technology in China.

* Feature Seminars on exciting topics such as "Development of Micro-Machines", "New Machine
Design Concept & Technology", "Improving Manufacturing Productivity", and "Academic-industry
Cooperation, etc.

» Technology Sessions presenting the latest developments in manufacturing and readily deployable
technologies.

* Industrial visits to leading manufacturing establishments in Beijing.

For more information, please contact:

Chiang Industrial Charity Foundation Secretariat

2801, 28th floor, Citicorp Center, 18 Whitfield Road, Causeway Bay, Hong Kong
Tel: (852)2574 0298  Fax: (852)2832 7839

E-mail: chiangfd@hkstar.com

Visit us and make online registration at http: // www.chiangs-charity.com.hk/5thicmt
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Successful visit to Beijing

Chamber delegation hears of positive
developments in Mainland economy

or many years now, the General Committee of the
F Chamber has undertaken highly successful annual visits

to Beijing to meet with Central Government officials and
at least one State Leader. This year was no exception. As new
Chairman of the Chamber, | was fortunate to be able to lead
the 1999 delegation to the national capital where we were able
to meet with Executive Vice Premier, Li Lanquing, as well as
other Government officials.

The delegation, which left for Beijing on June 13 and
returned late on June 15, included for the third time
representatives of some of the major foreign Chambers in the
SAR, as well as our own Chamber members and staff. These
missions, which have been conducted at a General Committee
for at least six years, and for longer than that at a China
Committee level (which also continue to this day), provide a
valuable link between the SAR business community and key officials in Beijing.

The missions essentially involve a two-way process, allowing Chamber representatives to hear
from national officials on key economic and business issues, and also to raise matters of importance
to the SAR business community. Again this year's visit was no exception to this formula.

Apart from Vice-Premier Li, this year's delegation was able to meet with the Minister of
Foreign Trade and Economic Co-operation, Shi Guangsheng; the Director of the Hong Kong and
Macau Affairs Office, Liao Hui; the Executive Vice Minister of Finance, Lou Jiwei; Chairman of
the China Council for the Promotion of International Trade, Yu Xiaosong; and the Secretary
General of the State Economic and Trade Commission, Jiang Qiangui. In addition, the delegation
also met with the Director of the Hong Kong SAR office in Beijing, Mr Bowen Leung.

My own view is that this year's General Committee visit to Beijing was particularly valuable
coming at a time when most East Asian economies appear to be on the verge of recovery. There
was, therefore, a need to get a first hand appreciation of the outlook for the Mainland economy
and business conditions.

The delegation was pleased to hear from Vice Premier Li that achieving seven per cent real
growth this year for the Mainland economy would not be a problem following the good 8.3 per
cent growth in the first quarter of the year. He indicated that the Central Government's measures
to boost infrastructure investment, to lower interest rates and to stimulate consumption would
help boost the economy. Vice Premier Li also expressed confidence on a recovery in the Hong
Kong SAR economy this year.

This year's General Committee visit to Beijing also came at the end of a week when the
central authorities had again lowered interest rates and reiterated that there would be no
devaluation of the Yuan on foreign exchange markets, both moves appreciated by the SAR
business community. It is for this reason that much of the Hong Kong press coverage on the
General Committee's return to the SAR focussed on the interest rate situation and the prospects
for further rate cuts on the Mainland.

But the Chamber delegation did raise other issues, including China's pending entry to the
World Trade Organisation (WTQO) and Vice Premier Li indicated that the central government
believed WTO entry would not only be good for the Mainland, but also positive for the SAR. He
said the Mainland would continue its process of reform and opening up irrespective of entry to
the World Trade Organisation (WTQ), including services. Vice Premier Li also gave an assurance
that Hong Kong companies would not be disadvantaged in competition with international
companies on the Mainland's entry to the WTO and the further opening market.

In its visits with other officials, the General Committee delegation discussed a wide range of
issues of concern to the local business community and was re-assured that central government
officials had a good understanding of the SAR business situation. At the State Economic and
Trade Commission there was recognition of the importance of small and medium sized enterprise
development to the Mainland. At the Ministry of Finance mention was made of a further VAT
rebate to stimulate exports.

Most importantly, the delegation returned to the SAR with a greater understanding of the
Mainland economic and business conditions; a better knowledge of cross-border business links
and how to address any problems that might arise; and enhanced confidence in the SAR's future
business role in relation to the Mainland. B i

: C.C%‘
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Dr Eden Woon
SBEL

CSI now service policy
think tank of Chamber

he Coalition of Service Industries (CSI) was founded by the Hong Kong General Chamber of

I Commerce in 1990 as a part of the Chamber dealing with matters concerning General Agreement

on Trade and Services (GATS). Through the years, this highly autonomous committee of the

Chamber made great strides in promoting the service industry in Hong Kong. However, the General

Committee and the CSI Executive Committee decided that it was time to take a look at how the work of

the CSI can best benefit Chamber members in an age of limited resources. It undertook a detailed study
for several months defining the role of CSl vis a vis the Chamber. That effort concluded in June.

The result was that the CSl is now the "Service Policy Think Tank of the Chamber.” It will tackle issues
of longer range, of a strategic nature, which impact the service industry of Hong Kong. The results of that
deliberation will be made public both through the CSI and the Chamber. Day-to-day service issues
affecting Hong Kong, however, will be handled by the Chamber, using the same committees that the CSI
Executive Committee taps into.

Of the almost 4,000 corporate members of the Chamber, over 70 per cent are in the service industry.
Now they can provide input on short-term service policy issues through the Chamber, while providing
long term suggestions on service policy through the CSI, and if the latter involve important wider
impact service policy issues, through the Chamber also.

We now have a much simpler arrangement that serves our members better. Duplication of effort is now
minimised, the role of CSI better defined, and the identification of CSI with the Chamber clarified. In order
to help our members understand this new arrangement, a new letterhead for CSI is now used (see below).

Once again, it should be clear that thanks to its members, the Chamber has the capability to promote the
interest of all kinds of different companies, from ones in manufacturing to ones in trading to ones in transportation
to ones in the service industry. One can safely say that no.other business organisation in Hong Kong has the
Chamber's capability and versatility to deal with the entire spectrum of business issues. B
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The Service Policy Think Tank of the Chamber
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Government efficiency
should be raised

he previous proposal of the Government to raise the service fees for about 3,000
I items from September has aroused community-wide opposition, as it will be a heavy
burden on business and the public at a time when the economy has not yet recovered.

The Government has agreed to put off the proposal until the GDP hits positive.

Economic recovery

Subsequent to the plunge of our economy for more than a year, it is obvious the downturn Tien ML
has not yet bottomed out. Although the financial and property markets have shown some James Tien
stabilisation and unemployment is steady, there is no real improvement yet in the market.

The Government's idea to raise fees and charges will not only increase the burden of businessmen and the public, but will
also erode confidence. This will affect confidence in the consumer market and recovery will slacken.

Moreover, the plan to increase charges will only bring an additional(HK$250 million) to the Government Treasury.
Even if it is put off to a later date, its fiscal impact to the Government will only be moderate. A raise in government fees will
surely increase its revenue, but at the same time may impede recovery. Hence the Government has made the right decision
in shelving the plan temporarily while weighing up the pros and cons.

How the Government controls spending is an issue worth consideration. | agree that the "User Pays" principle should be
applied to the delivery of government services. In other words, the Government should not subsidise those who use the
services with public funds. Having said that, the Government should monitor expenses tightly and use resources efficiently
in order to set the charge at a reasonable level. At the Legco meeting, many members — including me — questioned whether
the high cost of government services was due to bad resource management. The Government's plan to introduce an
increment in fees and charges would be an act that shifts the responsibility of mismanagement of resources to the end
users, particularly the business sector.

Control of public expenditure

High cost in the provision of government services may be attributed to the overstaffed and overpaid civil service
structure. Even if the Government freezes the wages of civil servants during the current economic recession and deflation,
government expenses still show a positive growth. This is mainly due to the automatic salary increment system of the Civil
Service which allows some civil servants to enjoy annual salary increases. This across-the-board increment, regardless of
individual performance, shows the Civil Service salary system to be inflexible. Not surprisingly, the financial burden of the
Government is snowballing. If civil servants can work in an appraisal-free and competition-free environment, their working
efficiency is questionable.

There are approximately 190,000 civil servants in Hong Kong, and its proportion to the total workforce is much higher
than in other countries. Statistical information also shows the number of civil servants and staff of subsidised organisations
total around 330,000. As spending on salaries makes up a substantial 66 per cent of the Government's recurrent expenses,
the Administration wants to raise the fees and charges in order to relieve the pressure from salary increment. The Government
might also increase tax, which will cause business to suffer. The Government should therefore follow the lead of private
organisations by implementing large-scale computerisation and office automation in a bid to raise efficiency and reduce
manpower.

Previously, the Legco debated on the motions of Civil Service reform and privatisation of Government services. | expressed
my support for the reform and suggested that the Government must raise their efficiency and reduce service costs through
a series of reforms. Moreover, | also objected to the Government's manipulation of the "User Pays" principle to excuse their
imposition of high charges. Finally, | hope the results of reform can be seen in the near future; the Government can improve
its service quality on the one hand while assisting the local business sector to cut costs and increase productivity on the
other; and the overall business environment will be enhanced.

Your comments are welcomed.
Address: Legislative Council Building, 8 Jackson Road, Central, Hong Kong
Tel: 2301 3602; Fax: 2368 5292
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Vice Premier Li assures delegation
China's economy remains stable

ease of communications with China.

international Chambers in Hong Kong.

A high-level Chamber delegation visited Beijing last month and was told by Vice Premier Li Langing that China is confident that the
seven per cent growth rate this year can be achieved and that she will keep up with policies which are effective in stimulating the economy
including continued infrastructure investments, encouraging consumption and lowering of interest rates.

The delegation also learnt at other meetings with senior Chinese officials that China will forge ahead with reforms under all
circumstances and will open up markets which are previously not encouraged or restricted, as well as improve investment environment.
They believed that Hong Kong businesses would be the first to benefit from these opening up measures because of her proximity to and

The 25-member delegation of the Chamber, led by Chairman C C Tung, visited Beijing from 13-15 June 1999. Also in the delegation
were Deputy Chairman Christopher Cheng, Vice Chairman Dr Lily Chiang, Legislative Council representative the Hon James Tien,
Director Dr Eden Woon, General Committee members and chairmen of several Chamber committees. It also includes chairmen of eight

Apart from a call on Vice Premier Li, the delegation had meetings with Minister of Foreign Trade and Economic Cooperation Shi
Guangsheng, Director of Hong Kong and Macau Affairs Office Liao Hui, Executive Vice Minister of Finance Lou Jiwei, Chairman of the
China Council for the Promotion of International Trade Yu Xiaosong, Secretary General of State Economic and Trade Commission
Jiang Qiangui, and Director of the Hong Kong SAR Office in Beijing Bowen Leung.

Below is a summary of the meeting with Vice Premier Li. For members who are interested in detailed reports of other meetings, please
refer to the Chamber Web site http://www.hkgcc.org.hk.

eceiving the Chamber delegation in
RZi Guang Room of Zhong Nan Hai,

Vice Premier Li started the meeting
by expressing confidence in the imminent
recovery of the Hong Kong economy. He
commended the Hong Kong business
community for their efforts in promoting
economic development since Hong Kong's
return to China about two years ago, and
that Hong Kong will have bright prospects
very soon as most of the difficulties have
already been overcome.

Vice Premier Li admitted the Asian
financial crisis has hit China hard, but in a
delayed manner. To counter this crisis, the
Central Government decided the value of
currency should be maintained as a way to
ensure economic stability.

Active fiscal policy

Vice Premier Li said alongside the stable
monetary policy was an active fiscal policy
which sought to stimulate China's economy
by investing in infrastructure development,
in particular to bring forward projects that
have been scheduled for implementation
at a later stage. This on one hand could
help to address problems brought about by
the financial crisis and on the other,
develop more favourable conditions which
are conducive to China's economic
development. And the result was that China
maintained a 7.8 per cent economic growth
in 1998.

He maintained that the active fiscal
policy is not a short-term measure and
they will continue to pursue it as a way
to drive the economy but this alone is not
enough.

10 The Bulletin July 1999

Stimulation of consumption

He said the second measure adopted is
direct stimulation of consumption, and that
real estate and education are the two sectors
which have immense potential in
encouraging people to spend their money.
He reckoned both sectors are in need of
faster and more vigourous developments,
and told the delegation they would welcome
investments both from Hong Kong and
overseas to facilitate these developments.

Vice Premier Li said the key to
developing the real estate sector is not to
focus merely on the first-hand market but
to open up the second-hand market as well.
On education, he pledged to establish more
universities and high schools with funding
either from the State, civilians or the private
sector. The goal is to allow more students
to enroll in these higher education
institutions and at the same time, encourage
more consumption in this sector.

Lowering of interest rates

The third policy is to reduce interest rates
significantly so that those who deposit money
in banks would withdraw some of their
money and spend it now, Vice Premier Li
said. He added they are also considering
measures to increase the salary of lower wage
earners but not those with high incomes as
the former tend to spend the additional money
more readily than the latter.

He said to the delegation that with these
three major policies plus more which are
on the way to address the economic
problems now facing China, he is confident
the seven per cent economic growth for this
year can be achieved.

Foreign investments

The Vice Premier admitted foreign
investments have declined partly due to the
overall sluggish economic environment
around the world, but added it also related
to the investment environment. Different
ways are being looked at to attract foreign
investments and one direction is to further
liberalise markets which are previously
restricted such as trade in services. He said
the area that they would like to work with
Hong Kong in is tourism of which China has
vast potential to develop but because of the
low standard of services, it hasn't been able
to move forward at a fast pace. He hoped
this cooperation could help to raise the
quality and efficiency of this service sector.

WTO

On the question of China's accession to
the World Trade Organisation (WTQO), Vice
Premier Li stressed that both parties need
each other but China will not sacrifice her
principles for the sake of joining WTO (see
P.12). He said if China enters the WTO, it
would not only be beneficial to China but
also to the SAR and promised Hong Kong
companies would not be at a
disadvantageous position to compete with
foreign companies when China's door opens
wider. While Hong Kong business needs to
compete with their overseas counterparts
under "One Country, Two Systems", they
should nevertheless enjoy the same benefits.

Hi-tech development

On the reform of state-owned-enterprises
(SOEs), Vice Premier Li stated the areas they
will focus on are to intensify the technical
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Chamber Chairman, Mr C C Tung, chats to Vice Premier Li.
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The delegation in the Zi Guang Room meeting with Vice Premier Li.
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Continued from page 10

revolution within corporations, and to
commercialise research work by turning
scientific institutions into enterprises. To
facilitate such development, the Central
Government is looking at different financing
means to fund these enterprises. However,
because of the lack of personnel and expertise,
there is a need to look for external support.
He expressed support for Hong Kong's
intention to develop high-technology and
indicated the second board (Growth Enterprise
Market) soon to be set up in Hong Kong could
be an area where the two cooperate.

Vice Premier Li concluded the meeting
by reiterating that hi-tech is going to be an
industry of unlimited potential and that China
and Hong Kong could cooperate closely on
these issues, especially to facilitate the
commercialisation of scientific research. He
said Hong Kong would benefit from these
developments as it is at an advantageous
position to attract talent and raise capital. H




Chamber Chairman, Mr C C Tung, greets Mr Shi Guangsheng, Minister of Foreign
Trade and Economic Cooperation.
FETFERRENMCERHROBESE -

Shi states China's WTO stance

Minister of Foreign Trade and Economic Cooperation Shi Guangsheng said to the delegation that China has not changed
her stance on WTO. WTO will be incomplete without China and that China is willing to join WTO and make her contribution,
but only as a developing country and there must be a balance of rights and obligations.

Minister Shi indicated that 11 of the 36 WTO members who have asked for bilateral talks have already reached agreements
with China, and negotiations with the US and the European Union (EU) were going well until the bombing of the Chinese
Embassy in Yugoslavia on May 11. He stressed the WTO negotiations could only be reopened under favourable conditions
which depends on whether the US can provide satisfactory explanations to the cause of the bombing and is willing to apologise.

Minister Shi emphasised that whether China can join WTO this year or not, China will forge ahead with reforms and
continue to open up markets in trade in services, telecommunications, banking, insurance, tourism, intermediary services
such as accounting, legal, domestic retails, etc. in a step-by-step approach. He also assured Hong Kong's textile and garment
industry that the demand of the US on China to continue enforcing quota system for eight to 10 years after the year 2005, by
which time the global quota system would have been eliminated, would never be agreed to by China.

He believed Hong Kong businesses, which have been concerned about China's accession to WTO, will be the first to
benefit from these liberalisation measures. He said although Hong Kong is subject to "One Country, Two Systems", it is
nevertheless a part of China and is in a convenient position to take advantage of opportunities in China. B
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Delegation to Beijing
7

Delegates talk to Executive Vi_ce )
Minisgter of Finanhcc;, Mr Lou Jiwei
(second from right). ~
EEHEFERFEREHREH#E (5=) 8F

Chamber Chairman, Mr C C Tung,

talks to Hong Kon and Macao
Affairs Office ﬁead, §4r Liao Hui.
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C C Tung (middle) speaks with the
Director of the Hong Kong SAR Office
in Beijing , Mr Bowen Leung.
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Delegates meet up with Chairman of the China
Council for the Promotion of International Trade,
Mr Yu Xiaosong (second from right).
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Can we keep up with the
e-commerce revolution?

By Louise Parkinson

Imost every presentation or
A magazine article on e-commerce

and the World Wide Web projects
exponential growth of all aspects of the
Internet and the business being conducted
on it.

Social transformation is stated as
inevitable and companies that cannot adapt
to the new paradigm will rapidly go the way
of the dinosaurs.

Amid such hype and enthusiasm, will
Hong Kong be able to keep the pace?

The bad news is that Hong Kong is well
behind other regional centres on the
information highway.

According to Mr Sin Chung-kai,
Legislative Councillor for IT,Hong Kong
must develop e-commerce and information
technology so to revitalise and sustain the
economy, but the Government's plans may
not be enough.

"Unlike Singapore and Taiwan, there
has been no long-term plan to develop IT
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