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IIM C orporate Partners (CP’s), for sharing management thoughts, innovative
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Making Hong Kong a Beacon of Innovation

Prof. Tony F. Chan
President

Hong Kong University of Science and Technology

A decade ago, an ambitious young man
named Wang Tao attended HKUST as
an undergraduate student with a dream
to develop his own flying machine.
Regardless of the few means he had,
he took his chance and started his own
company in Shenzhen. That company,
DJI, has turned into the world’s no. 1
drone maker, and is now believed to be
worth billions of US dollars.

The success story of DJI serves as proof
that innovation can indeed be nurtured
in Hong Kong. But there will always be
skeptics on whether Hong Kong should
make innovation, and just as important,
Science and Technology, a priority.
Some will argue that Hong Kong would
be better off focusing on its finance and
professional service industries. Some will
argue that Hong Kong will only become
a talent farm for other competing cities
(e.g. Shenzhen or Silicon Valley), or for
multinationals, which brings little benefit
to the local community. Some will say
that S&T are high-risk industries and their
children would be better off pursuing a
stable career such as medicine and law.

These are fair questions, which should
be addressed. A report released by the
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LEGCO found that the four pillars of
our economy, namely, financial services,
professional and producer services, tourism,
and trading and logistics, are all slowing
down and saw their contribution to Hong
Kong’s GDP dropped to 58.3%, a trend that
started since 2007. That means we must
seek new engines of growth, and investment
in Science and Technology will be one
of the ways to diversify our economy.
Singapore, Japan, Taiwan, and South
Korea are all spending much more than
Hong Kong in Science and Technology’s
research and development. We must change
the course if our city is to maintain its
competitive edge in the world.

I see no reason why we should fear that
Hong Kong will become a talent farm
for multinationals and bring little back to
the community. The city of Boston and
Pasadena, where the world-renowned MIT
and Caltech are located, would never ask
what these schools would do to benefit
their community. Their very existence
and reputation benefit not only the US,
but indeed the world. Ideas are generated
in the Silicon Valley and products are
manufactured elsewhere; that is an example
Hong Kong can follow. Instead of fearing
an impending brain drain, the right question
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to ask would be what we can do to bring
more world-class company headquarters
here to utilize our people’s talents.

The time has come for our society to accept
that our children’s career choices may
well be different from ours. Americans,
much like us, also embrace the security
that comes with a stable job; and still
some of them would dare to try something
different. The likes of Steve Jobs, Elon
Musk, and Mark Zuckerberg did not take
the path of an ordinary office worker; they
wanted to make a difference, had a dream
to change the world, and they did just that.
US students look at these entreprencurs as
role models who make lots of money and
are cool at the same time. The success
of Chinese entreprencurs such as Jack
Ma, Pony Ma, and Wang Tao will only
bring more inspiration to Hong Kong and
Chinese students alike to dream and make a
difference on their own.

The push by the Chinese government to
make innovation as a catalyst for economic
growth will only work in Hong Kong’s
favor: we have all the elements aligned
to shine as the new innovation hub for
China. The city already has world-class
infrastructure, highly-regarded rule of law,
low tax, a skilled bilingual work force,
and excellent universities; our prime
geographical location allows us to tab easily
into the wealth of resources in China. A
number of Mainland technology enterprises
have already recognized these benefits and
opened R&D laboratories in Hong Kong
recently, including Huawei, BGI, TCL,
Lenovo and DJI. There is no better time to
start building Science and Technology as a
cornerstone for our economy.

Hong Kong’s younger generations are more
ready than ever to embrace this challenge.
Mounting evidence shows that they are
now more eager to take risk and work on
their own instead of following their parents’
advice to secure a stable carcer. Co-working
spaces, where young people meet and pitch
their ideas to VCs, are booming in Hong

Kong, and applications for entreprencurial
funding are at an all-time high. A sea
change is looming.

As senior citizens of the city, it is our
responsibility to create an environment
where talents of our young can flourish.
The establishment of the Information
and Technology Burcau (ITB) will be an
important first step. The ITB should not
aim at becoming a government-owned
venture capital betting on risky projects;
its mission, I believe, should be to provide
long-term planning and infrastructure for
the development of S&T, set policies and
incentives to attract talents and investments,
as well as inspiring young people in Hong
Kong who want to pursue their dreams.
A key task is to spearhead programs for
collaboration between Hong Kong and
the Mainland. The world renowned MIT
Media lab invented a new motto recently:
“Deploy, or Die”. That captures the essence
of embracing innovation: some of the ideas
will succeed, and some will fail. But we
must not fault our young people for daring
to try and having a “Can-Do” attitude. Let
us all have confidence in our young people.
We made Hong Kong a great city. They
will make it even greater.

We must take fate into our own hands
and act, as our Finance Secretary recently
quoted Einstein: “If you do what you always
did, you’ll get what you always got!”
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Making Hong Kong a Beacon of Innovation

Brief Biography of the Author

Professor Tony F. Chan assumed the
presidency of HKUST on 1 September
2009. From 2006-2009, Professor Chan was
Assistant Director of the Mathematical and
Physical Sciences Directorate at the U.S.
National Science Foundation (NSF), which
is the largest directorate at NSF. In that
position, he guided and managed resecarch
funding in astronomy, physics, chemistry,
mathematical science, material science, and
multidisciplinary activities.

Professor Chan’s scientific background is
in Mathematics, Computer Science and
Engineering. He received his BS and MS
degrees in Engineering from the California
Institute of Technology (Caltech) and his
PhD in Computer Science from Stanford
University. He pursued postdoctoral
research at Caltech as Research Fellow, and
taught Computer Science at Yale University
before joining the University of California
at Los Angeles (UCLA) as Professor of
Mathematics in 1986. He was appointed
Chair of the Department of Mathematics
in 1997 and served as Dean of Physical
Sciences from 2001 to 2006. He also holds
honorary joint appointments with the
University’s BioEngineering Department
and the Computer Science Department.

Professor Chan was one of the principal
investigators who made the successful
proposal to the NSF to form the Institute for
Pure and Applied Mathematics (IPAM) at
UCLA. He served as IPAM’s Director from
2000 to 2001.

Professor Chan is an active member of
many scientific societies. He is an elected
member of the US National Academy of
Engineering (NAE), a senior member of
the Institute of Electrical and Electronic
Engincers (IEEE), an elected fellow of
both the Society for Industrial and Applied
Mathematics (SIAM) and the American
Association for the Advancement of
Science, and a member of the American
Mathematical Society. Professor Chan has
served on the editorial boards of many
journals in mathematics and computing,
including SIAM Review, SIAM Journal of
Scientific Computing, and the Asian Journal
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of Mathematics, and i1s one¢ of the three
Editors-in-Chief of NumerischeMathematik.
He co-wrote the proposal to start a new
SIAM Journal of Imaging Sciences and
serves on its inaugural editorial board till
2012. He formerly served on the NSF
Mathematical and Physical Sciences
Advisory Committee and the US National
Committee for Mathematics, and was one
of five US representatives to the General
Assembly of the International Union of
Mathematicians in 2006,

Professor Chan is currently a member of
the Board of Trustees of the King Abdullah
University of Science and Technology
(KAUST) in Saudi Arabia, President’s
Advisory Council of the Korea Advanced
Institute of Science and Technology
(KAIST), Scientific Advisory Board of the
University of Vienna, and the United States
Committee of 100. Professor Chan is also
a member of the Advisory Committee on
Innovation and Technology of the Hong
Kong Government. He was a member of the
Selection Committee for the Shaw Prize in
Mathematical Sciences in 2012 and 2013.

Professor Chan’s rescarch interests
include mathematical image processing
and computer vision, Very Large-Scale
Integration (VLSI) physical design and
computational brain mapping. He has
published over 200 refereed papers and was
one of the most cited mathematicians in
the world. He has mentored over 35 PhD
students and 25 postdoctoral fellows.
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How can Asia reap greater henefits
from glohal value chains?

Dr. Kevin C Cheng
Senior Economist
Strategy Unit

IMF's Strategy Policy Reveiw Department

A. Introduction

Over the past 30 years, the growing
technological complexity of products,
trade liberalization, and lower
transportation and communications
costs have reshaped the landscape of
global trade. In particular, production
has become increasingly fragmented
through the growing prevalence of global
value chains (GVC), with components
crossing numerous international borders.
This has resulted in the faster growth
of trade in intermediate inputs than the
growth of trade in final goods. Asia has
especially exemplified this new pattern
of production: during 1995-2013, the
region’s trade in intermediate goods
grew by a factor of six, while trade in
final goods grew almost four times. This
compares with fourfold and threefold
increases, respectively, in the rest of the
world.

This short article sheds light on these
issues by focusing on the following: first,
it documents key stylized facts about
Asia’s GVC participation, the positions
within GVCs where Asian economies are
situated, and how much of the GVC pie
they capture. It then presents some policy
implications.

We rely on a unique OECD-WTO trade in
value-added database on GVCs covering
57 countries, which became available
only recently to address these questions—
an impossible task just a few years ago. A
Primer on Asia’s GVC Participation follows.

B. What are GVCs?

A GVC is a network of interlinked stages of
production for the manufacture of goods and
services that straddles international borders.
Typically, a GVC involves combining
imported intermediate goods and domestic
goods and services into products that are
then exported for use as intermediates in the
subsequent stage of production.

A standard GVC encompasses a number of
production stages from upstream product
conception to midstream assembly and then
to downstream branding and marketing. As
Figure 1 illustrates, a hypothesis in the GVC
literature is that the relation between the
production stage and value added exhibits
a “smiley shape,” suggesting that most
value added in a GVC accrues to firms at
the two ends of the production line, such
as R&D in the upstream and marketing in
the downstream, with a smaller share of

The Management Journal
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Figure 1

A Hypothesized “Smiley-Shaped”
Relationship between Value-Added and
GVC Position

Standardization Branding

Value added
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Source: World Economic Forum (2012).
Note: GVC = global value chain.

value added captured by assembling in the
midstream.

C. How Much Do Asian Economies
Participate in GVCs?

The extent to which an economy is engaged
in a GVC can be measured by the GVC
participation index, developed by Koopman
and others (2010). Specifically, the index
is defined as the ratio to a country's gross
exports of the sum of foreign value added in
domestic exports (backward participation)
and domestically produced intermediates
to be used in third countries (forward
participation). This measure therefore
excludes exports of final goods that have no
foreign input content.

As Figure 2 shows, the extent of GVC
participation has been relatively high
in Asia, including in Korea, Malaysia,
and the Philippines. The growth in GVC
participation has been faster in Asia,
particularly in ASEAN, than elsewhere in
the world. China’s participation also grew
significantly during 1995-2012, likely
reflecting its accession to the World Trade

The Management Journal

Figure 2

Participation in Global Value Chains:
1995 versus 2012

(Share of foreign inputs and domestically
produced inputs used in third countries'
exports in a country's gross exports; in
percent)
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Sources: Organization for Economic
Cooperation and Development and World
Trade Organization, Trade in Value-
Added database; and IMF staff estimates.
Note: Non-Asia includes comparable
advanced and emerging economies.

Organization in 2001, although China’s
participation rate is lower than the Asian
average.

D. How Are GVCs Sliced Up?

The GVC pie is not sliced up evenly
and the shares of value added captured
by economies vary over time and across
sectors. Figure 3 illustrates the dynamics
within GVCs for Asia and elsewhere. Key
patterns can be summarized as follows:

* During 1995-2009, both advanced
and emerging economies in Asia gained
(domestic) value-added shares in GVCs,
but the gains were larger in low-tech than
in high-tech manufacturing. Outside Asia,
emerging economies gained, while advanced
cconomies lost shares in GVCs during the
same period (Figure 3, top panel).
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Figure 3
Domestic Value-Added Share in
Global Value-Added

Domestic Value-added Share by Industry: Change from 1995-2009

(Share in percent of world's DVA in the Industry; adjusted forthe GDP share)

Asia Asia Mon-Asia  Non-Asia Asia Asia Non-Asia ~ Non-Asia
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Sources: Organization for Economic
Cooperation and Development and World
Trade Organization, Trade in Value-

Added database; and IMF staff estimates.

* Among individual countries, Japan’s
value-added share in high-tech
manufacturing was significantly eroded,
while Korea gained during the same
period. China has also moved up GVCs,
but the gain is most significant in low-
tech manufacturing. Advanced economics
outside Asia, notably Germany, the
United Kingdom, and the United States,
have lost value-added shares in high-tech
manufacturing and gained in low-tech
manufacturing (Figure 3, bottom panel).

E. Upstreamness versus
Downstreamness

Upstreamness (or downstreamness) refers

to where an economy is located in a GVC.

One measure, developed by Fally (2012),
looks at how many stages of production
remain before reaching final consumers.
A long distance to final demand suggests

that a country is upstream in the production

process, such as a producer of raw
materials or product design and research.
Conversely, a short distance to final demand
suggests that a country is downstream in

the production process, such as customer

service.

Figure 4 illustrates the main characteristics
of upstreamness and downstreamness in
Asia. Key patterns include:

¢ In high-tech manufacturing, advanced
economies tend to specialize in upstream
stages, while emerging economies
specialize in more downstream stages.
This differentiation is more pronounced
in Asia, where advanced Asia is more
upstream than their counterparts in the
rest of the world, with the opposite
holding for Asia’s emerging economies.
During 1995-2008, Asian economies
moved upstream relative to the rest of
the world (Figure 4, top panel).

» Among individual countries, advanced
Asian economies (Hong Kong SAR,
Korea, Singapore) are generally located
upstream in high-tech manufacturing,
whereas emerging economies, such as
China, India, and Vietnam, are generally
located downstream (Figure 4, bottom
panel).

e In low-tech manufacturing, both
advanced and emerging Asian economies
have moved slightly upward, but have
remained downstream relative to the
rest of the world. Unlike in high-tech
manufacturing, there is no dichotomy
in Asia between emerging and
advanced economies in upstreamness
and downstreamness in low-tech
manufacturing,.

The Management Journal
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Figure 4
Upstreamness or Downstreamness

Relative Distance to Final Demand - Weighted Average
(Byregion and industry type; adjusted for changes in length over time)
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Sources: Organization for Economic
Cooperation and Development and World
Trade Organization, Trade in Value-
Added database; and IMF staff estimates.
Note: Given that production processes
have become more fragmented, the
length-total number of production stages
has increased. Thercfore, the distance
to final demand as shown in the chart
in each year in each industry has been
adjusted for changes in length. The
underlying data for distance to final
demand is based on Fally (2012).

F. Policy Implications

Asian economies have increased their
participation in GVCs, captured an
increasingly bigger slice of the GVC pie,
and relocated toward upstream production.
In addition, upstream production

The Management Journal

How can Asia reap yreater henefits from ylobal value chains?

(particularly in high-tech manufacturing),
a higher degree of economic complexity,
and a lower level of tariffs on intermediate
goods are associated with improved
prospects for capturing a higher share of
value added along a GVC.

For Asia, integration into GVCs has
provided an important path for transitioning
from low to middle -income status and, in
a few instances, for moving up to advanced
country status. The main policy challenge
is to secure these gains while exploring
opportunitics to capture an even larger slice
of the GVC pie by repositioning toward
higher value-added production. Against this
background, key policy lessons include:

* Removing trade barriers —Our
empirical analysis finds that tariffs on
imports of intermediate goods reduce
GVC participation, but also hamper
the ability to capture a higher share
of value added along a GVC once an
economy is a member of a GVC. This is
because when intermediate inputs cross
borders multiple times it compounds
the detrimental effect of a given trade
barrier. In fact, within a GVC, imports
are essentially inputs into exports, and
thus any trade barrier imposed by an
economy on its imports of intermediate
goods is effectively a tax on that
economy’s own exports. Against this
background, removing tariffs and other
forms of trade barriers would benefit
all GVC participants. More specifically,
as indicated in IMF (2015), advanced
ecconomies should focus on opening
services markets while emerging
economies should move away from
import-substitution policies and avoid
protectionism in the form of non-tariff
barriers.

» Facilitating trade and regional
cooperation—Apart from ¢liminating
trade impediments, policymakers should
go a step further to reduce costs of trade;
for example by implementing trade-
facilitating measures such as simplifying
port and customs procedures. Regional




How can Asia reap yreater henefits from global value chains?

trade agreements and cooperation
will also help. In particular, given the
high GVC participation of ASEAN
economies, commitments for greater
regional integration under the ASEAN
Economic Community, beginning at the
end of 2015, are welcome.

* Enhancing human capital formation
and technology development—
Upstreamness is generally associated
with capturing a higher share of value
added along a GVC, particularly in high-
tech manufacturing, likely reflecting the
higher value added of R&D and similar
activities. Accordingly, shifting upstream
requires a wide range of knowledge-
and technology-enhancing measures.
These include investing in human
capital as well as measures to encourage
innovation and R&D.

* Improving fundamentals—Enhanced
participation in GVCs and economic
sophistication also requires a host of

efficiency-enhancing structural reforms.
These include better infrastructure, a
more efficient regulatory framework, and
stronger economic and legal institutions,
as well as unwinding overly rigid labor
market regulations.

» Mitigating GVC-related risks—In
the presence of GVCs, a supply shock
originating in one part of a GVC—
such as the 2011 tsunami in Japan—
may propagate to all downstream and
upstream countries in the GVC unless
there are built-in redundancies through
duplication or sufficient inventories.
Accordingly, participation in GVC
networks may make countries more
vulnerable to spillovers from external
shocks, thus calling for more policy
coordination across borders. Participants
should strengthen their economies’
resilience to macroeconomic shocks
as well as ensuring adequate financial
safety nets.

The above paper is based on an IMF Working Paper Working Paper No. 15/204 and
Chapter 3 of the IMF’s 2015 Asia Regional Economic Outlook, where Dr. Cheng is the
lead author and project manager.
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The way forward for Hong Kong,
an SAR of China

Prof. Dr. David Lan, cgs, i1s0, i
President
The International Institute of Management (1IM)

This article was based on the talk and discussion I delivered at the Century 21 Club, a long
established ( prior to the birth of HKSAR) group of Japanese entreprencurs and business
leaders, stationing & operating in Hong Kong.

There can be no meaningful discussion on the future of Hong Kong without touching upon
and getting a pretty good understanding of the past history, current situation and the likely
future of China, whose economic and financial health as well as its major policy directions
can but have a strong influence and effect towards its close neighbors including its two
SARs HK and Macau.

To get an authoritative yet balanced & unbiased view on China's current and likely
future development, I referred to the views expressed and deliberations made by Robert
McFarlane, former United States National Security Advisor; Co-founder of United States
Energy Security Council, at an open forum in HK I attended on 24 Jan 2015, and as
subsequently published in his article entitled “Some Notes on Putting China’s Rise in
Context”, from CHINA EYE. Issue 7 2015. Robert McFarlane’s major relevant points are
recorded below.

Putting China’s Rise in Context:

- "And after that opening in 1972, whatever importance these subordinate issues had
were swept away in the awakening to the enormous benefit in both countries from the
renewing of dialogue between China, where more than a fifth of humankind lives, and
the United States. From our country, there was recognition of the benefits that would

flow in years to come from the culturally rich, diverse, and enormously cultured society
that is China.”

1972 World Population 2014 World Population
M Population of the rest of the world m Population of the rest of the world
B Population of China B China Population
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The way forward for Hong Kong, an SAR of China

China’s population: In 1972, 0.87 billion; now 1.3b/ 1.4 billion.

“We are secing in China today, the most challenging, complex, and dangerous,
political, economic, and social transformation ever attempted in human history. It is a
transformation involving more than a fifth of all humanity on ecarth.”

On China’s Economy

... was initiated by Deng Xiao Ping thirty years ago — an economy that was focused on
low value added products, manufactured using foreign investment in China for primarily
an export market, with concurrent investment by the government into infrastructure,
housing, and other improvements.”

“Chinese parents who have for thirty years been working at low value added, relatively
low tech positions, for export. They needed to keep working at a time of severe global
economic downturn so that their children can become educated and qualified as
professionals in a very high-tech industries.”

In agriculture, at the same time, it involves moving away from small plot, essentially
family-oriented agricultural production into much larger, highly mechanized agro-
business corporations that will be much more productive and ultimately enable the
lowering of prices.”

On China’s anti-corruption effort

“At the same time, President Xi is seeking to be responsive to public pressures for social
concerns, environmental concerns, frustration over delays and burcaucratic paralysis, as
well as corruption here and there.”

“...adetermined, courageous effort to root out corruption from the very top to very level
in the bureaucratic structure, in every sector of the economy, state owned enterprises,
private industry, and journalism.”

" McFARLANE’s Conclusive remarks:
“We must acknowledge the complicity, the challenge, the dangers and the imperative of
leadership in China, and its success in this terribly complex enterprise in transforming its
economy, its social structure, and its political structure.” (McFARLANE 24 Jan 2015)

“I'm confident, and all of us should be confident. The reason is that we have seen what
China can do in just thirty years” time: more than quadrupling the per capita GDP, enormous
strides in physical infrastructure, in education, in housing — truly historic and unique in all
of history. So there is a basis for optimism, solid optimism. Indeed there’s a basis for mutual
gain here in the United State, in Europe, and in emerging markets from Africa, to Latin
America, to Southeast Asia.” (McFARLANE on 24 January 2015)

Robert McFarlane, former United States National Security
Advisor; Co-founder of United States Energy Security

Council, at an open forum in HK on 24 Jan 2015

The Management Journal 23



24

The way forward for Hong Kong, an SAR of China

David LAN’s views, observations & remarks expressed at the
September Seminar

China's open door policy & reform for the past 30 plus years since 1978, has been
successful & brought wealth to the country as indicated in the charts, graphs & illustrations
below:

Subsequent Growth of China after the Reform & transformation

Gross Domestic Product
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School's Out

Number of penple .............................................................. 6
graduating with undergraduate
and specialized degreesin ... 5
China each year, in millions

‘ | |
1975 80 85 80 95 2000 05 10

Source: China's Ministry of Education The Wall Street Journal

However, the country has, since the past 2 or 3 years been facing with a lot of growing &
itensifying new challenges of rising costs, severe competition from growing economies,
plus other encounters, such as pollutions, fresh demands & anticipations of its own people
& neighbours, in addition to political pressures from within & outside the country.

Changes necessary?

To live up to the expectation of its people & to maintain its previous progress rates at the
international arena, China , to certain extent like HK, need to bring in changes at various
fronts as a matter of principle, indicated below by recognized outstanding world leaders

British Prime Minister Sir Winston Churchill —

“There is nothing wrong in change, if it is in the right direction. To improve is to change, so
to be perfect is to have changed often.”

President John F. Kennedy-

“Change is the law of life. And those who look only to the past or present are certain to
miss the future.”

The Management Journal
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Recent Devaluation of Yuan

US Dollar/Yuan Exchange Rate Oct 2014 - Sept 2015
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Recent development: Reform or Rescue?
*the People's Bank of China devalued the renminbi by about 5% in a week
*Depreciation: as a market reform or a rescue to slowing economy?

*China Central Bank explained that a more flexible renminbi deserves the International
Monetary Fund’s endorsement as an official reserve currency.

*Commentators saw the decision indicates the weakening economy is rather serious
*Is China Economy in desperation?

Fred Hu, Do Not Fear the Yuan Devaluation (Writer of Wall Street Journal WSJ)
-Reactions are exaggerated

-As China began experiencing softening GDP growth, weakening exports and increasing
capital outflows ...the yuan became too strong relative to all other major currencics

-As China embraces a transition to a freer floating exchange rate, it’s likely to witness more

currency fluctuations. In the short term, the yuan will further depreciate against the dollar
and other major currencies. But it’s highly unlikely that it will go through a rapid free fall
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Real situation today

China still runs sizeable trade- and current-account surpluses, and the yuan continues to be
supported by the largest foreign-exchange reserve in the world. It has the will and resources
to stabilize the yuan if needed. A persistent and pronounced Yuan depreciation is only an
imaginary fear.

While China’s economy continues to face significant downward pressures, the country
has considerable scope to take monetary, fiscal and, most importantly, structural-reform
measures to reflate the economy and achieve sustainable growth

1 LI N A ‘ ¢ - 1 {
Hu. Market rout will s nethen Lhina resol y implement long alteda I

The short-term challenges are real and the transition will be bumpy

However, China is likely to manage its current financial and economic problems far better
than expected

Past reforms have laid a solid foundation and expected new reforms will significantly
improve the outlook for growth

China's accelerating urbanization, rapidly expanding middle class, a strong human capital
base, tremendous entreprencurial energy and innovative potential portend an attractive
prospect ahead.

It is a loser's game to bet against China's reformist leadership.
OUne belt, one road i % " developmet

The most noticeable initiative / change to the world is the : “One belt, one road —7iy —J&
" development strategy started by the Chinese government in 2013
One belt, one road
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One Belt —#7 -- the New Silk Road Economic Belt " 4348 7 BR&ZESAT | fifg | —7F | |
which will link China with Europe through Central Asia, Middle East ( the old silk read)
plus Western Asia, and the 21st Century Maritime Silk Road

One Road — % -- the 21st Century Maritime Silk Road 21 40 7E 4748 7 1% , which
will connect China with Southeast Asia, Oceania, and North Africa, through several
adjoining bodies of water — the South China Sea, the South Pacific Ocean, and the wider
Indian Ocean area.

One belt, one road —iy —% " development strategy

The two are collectively known as the New Silk Road Initiative, enabling China to further
integrate itself into the world economy and strengthen its ties in these regions through
building infrastructure, increasing cultural exchanges, and broadening trade; also an
effective & clever way to exporting China’s technologies and production capacity in
oversupplied areas such as steel manufacturing. Total required investment estimated at US$
20 &% or 20,000 billion whereas total US Government bond held by China is US$ 1.2 &
& or 1,200 billion?

Two connected & annexed initiatives of the above development strategy:

- The Asian Infrastructure Investment Bank (AIIB )founded by China in 2014 with
the participation of 56 other countries is a development bank dedicated to lending for

projects that are part of the initiative.
- Silk Road Fund

In November 2014, Xi Jinping announced plans to create a US$ 40billion, whose role
will be to invest or participate in rather than lend money for projects, with the Karot
Hydropower Station in Pakistan as the first investment project of the Silk Road Fund.

New opportunities for HK in the 21st Century?

Through participation in this major initiative, like many other countries/economies, HK
cannot possibly miss the big opportunity but to choose whatever available outlets that
suit its various activities in investment, financial, IT & services industries, infrastructural
development etc, indeed anything that can help opening up new opportunities through
changes for our young people. Banking , financial and services sectors should try
hard looking towards opportunities brought aboutby theOne belt, one road — Hf — %
" development strategyon trade &investment opportunities from along all relevant
economies including & particularly the Islam countries.
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Hong Kong will soon be linked to the
world's largest high-speed rail network
through its rail link to Guangzhou.

China's rent-secking decades have yielded
massive systemic corruption, and recent
revelations of cases of power abuse have
shaken the Communist Party to the core.
The nation's unbalanced, uncoordinated,
unstable and unsustainable development
is threatening its very survival.

President Xi Jinping has forged a party
consensus that it's crunch time for China
to sink or swim. What's more, he has
raised the bar by launching a global
infrastructural blueprint that puts China at
the centre of the world through land and
sea links.

This is calculated to restore the Middle
Kingdom's historical place in the world's
pecking order in a new China Dream.

In addition to reforms announced at the
party's third and fourth plenums for a
more balanced and equitable society,
Xi has unveiled a vision of renaissance
supported by a 21st-century New Silk
Road.

This consists of a maritime Silk Road
linking Fuzhou on the east coast, through
Kuala Lumpur and Jakarta, to Nairobi in
Kenya, then, traversing the Red Sea, on to
Athens, ending in Venice.

This route will connect to an overland
"Silk Road economic belt" from Venice
to Duisburg in Germany, through
Moscow, Istanbul, Tehran, to Bishkek
in Kyrgyzstan, onwards to Urumgqi in
Xinjiang and all the way to Xian in the
Chinese heartland.

The ambitious blueprint harks back to the
ancient Silk Road linking China to as far
afield as the Roman Empire. The maritime
dimension recalls China's outreach to far-
flung corners of the ancient world through
Admiral Zheng He's massive trading fleets
during the heyday of the Ming dynasty.

Xi's Silk Road plan complements China's
proposed Free Trade Area of the Asia-
Pacific. It is also supported by a new Asian
Infrastructure Investment Bank, to which
China has pledged half of the US$50 billion
initial capital. Twenty-one Asian and
Middle East countries have signed an accord
in support. This effort is further buttressed
by China's Silk Road infrastructure fund of
US$40 billion, which is expected to be open
to public-private partnership.

Admittedly, Xi's New Silk Road strategy
remains short on details. Nevertheless,
the vision becomes a little clearer with
reference to China's long-mooted proposal
to build a Eurasian high-speed rail network
known as the "Third Eurasian Land
Bridge". This network is slated to cross 20
countries in Asia and Europe, measuring
some 15,000km. This will be 20 to 40
per cent shorter than any sea route via the
Indian Ocean through the Malacca Strait, a
choke point controlled by the United States
Seventh Fleet. The plan envisages a branch
line to start in Turkey and end in Egypt,
thereby facilitating resource imports from
Africa.

China's maritime Silk Road initiative 1s

equally strategic. The significance lies
in the aim to pass through the Red Sea,
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avoiding the Strait of Hormuz in the Persian
Gulf, where events could happen beyond
China's control.

Finally, the picture would not be complete
without considering a gigantic canal project
under way in Nicaragua. The country's
congress has granted the Cayman Islands-
registered HKND Group, headquartered
in Hong Kong, a 50-year concession
to develop a 278-km canal connecting
the Caribbean with the Pacific via Lake
Nicaragua, at a cost of US$40 billion, to be
completed in five years.

The canal is three times longer and much
wider and deeper than the Panama Canal,
even after the latter's current massive
upgrading. It is designed to accommodate
super-large container vessels.

China's confidence in bankrolling such
grand infrastructural designs rests in its
position at the centre of the global supply
chain.

This is exemplified by the fact that seven

The New Silk Road plan will further
entrench China's centrality.

As a world-class financial centre with global
connectivity and special status, Hong Kong
will remain an integral part of China's New
Silk Road infrastructural blueprint. Delays
notwithstanding, the Guangzhou-Shenzhen-
Hong Kong express rail link will soon plug
into the world's largest high-speed network,
linking up with many dynamic Mainland
cities.

As the world's centre of gravity moves from
West to East, whether China manages to
realise its ambitious New Silk Road vision
will determine whether the China Dream of
anew Asia-Pacific Century takes shape.

Hong Kong, especially its students,
should be well positioned to be a dynamic
driver of this dream. Our talented youth
could perhaps reflect on how much they
really understand their rapidly changing
motherland and how well equipped they
are to compete in a new era when China is
likely to play an even more central role.

of the world's top 10 container ports are
located in China. This situation is unlikely
to change anytime soon.

This article appeared in the South China Moming Post print edition as “China's Middle
Kingdom dream offers opportunities for the taking.

Brief Biography of the Author
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Greating a Catalyst

Prof. Michael Lindsay
President
Gordon College

At 23, Tom Johnson moved his wife
and newborn son to the nation’s capital
with a newly minted degree from
Harvard Business School - and little
else. Johnson, from Macon, Georgie,
had humble roots and had made it this far
through hard work and the goodwill of the
editor-in-chief of the Macon Telegraph,
Peyton Edison. Edison had taken a young
Johnson under his wing, and had such
faith in Johnson that he paid for him to
attend the University of Georgia. After
Johnson graduated, Edison helped him
attend Harvard Business School. After
living in Boston, Johnson’s wife was
uneager to return to Macon, so Johnson
applied for a brand-new program started
in 1964 by President Lyndon B. Johnson
called the White House Fellowship.

The fellowship would take a dozen or
so young professionals and give them
meaningful positions in the White House
for one year with hopes to “strengthen the
Fellows abilities and desires to contribute
to their communities, their professions,
and their country.” Johnson was accepted
into the program, where he worked under
Press Secretary Bill Moyers. During
this year, Johnson formed a very close
relationship with President Johnson and
remained in various positions in the

administration until the president left office.

Johnson has since gone on to become the
publisher and CEO of the Los Angeles
Times, and later as the president of CNN's
newsgroup. Looking back, Johnson credited
his full life to the White House Fellowship.

My perspective was that of a person
who was seeing the world through
a prism that was largely focused on
Macon, that town right in the middle of
Georgia ... The window on the world for
me was opened by my undergraduate
education at Harvard Business School
.. But nothing prepared me for the
type of experience I had as a White
House Fellow.... I dont think there s any
chance [without the fellowship] that 1
ever would have become the executive
assistant to President Johnson,
publisher of the Los Angeles Times, or
chairman and chief executive of CNN.

Since 1965 the White House Fellowship has
shaped the leadership horizons of hundreds
of other national leaders including Colin
Powell, Wesley Clark, the CEOs of Levi
Strauss and JC Penney, along with U.S.
senators and college presidents. The list
of C-level executives who emerge from
the Fellow’s program is no coincidence.
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Creating a Gatalyst

Astonishingly, White House Fellows are
2.5 times more likely to assume positions
of societal responsibility (such as leading
a Fortune 500 firm) than are their peers.
Through my research, I determined that
among the program’s strengths, four
elements were especially important:

1) Significant Work. During the yearlong
fellowship White House Fellows work
with a Cabinet secretary or senior
government official and are assigned
major projects — such as evaluating the
federal government’s readiness against
cyber-terrorism in the wake of the
September 11 attacks. The program is
built around these short-term, substantive
work assignments through which these
emerging leaders can demonstrate their
talents.

2) Broadening Education. Twice a week
Fellows meet informally with leaders
from different fields. These off-the-
record conversations are intentionally
designed to introduce Fellows to issues
in fields ranging from architecture to
zoology, from physics to filmmaking.
Fellows also travel as a group, building a
repertoire of experiences that gives them
a generalist orientation to the challenges
and opportunitics leaders face on a daily
basis.

3) Cohort-Based. Because leadership
is as much caught as it is taught, the
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White House Fellowship is constituted
by cohorts of 12-20 leaders from across
the spectrum of human endeavor. Army
officers and school administrators are
placed in a cohort with investment
bankers, lawyers, and artists. The
principal benefit of this cohort model
is in friendships formed across fields,
bearing fruit as the program’s alumni
ascend professional heights in their
respective fields.

4) Public Recognition. The White House
Fellowship succeeds because Fellows are
singled out for their leadership promise
and records of achievement. The
prestige of the program endows Fellows
with respect and special opportunities
rarely afforded to younger leaders.

The White House Fellowship has hurled
many upwards —Tom Johnson is a prime
example — but it is not the only catapult
available. Thomas Cronin, himself a former
White House Fellow, gives this description
of leadership training: “My own belief is
that students cannot usually be taught to be
leaders. But students, and anyone else for
that matter, can profitably be exposed to
leadership, discussions of leadership skills
and styles, and leadership strategics and
theories.” Leaders take all kinds of paths
to their eventual positions, but a catalyst
like the White House Fellowship is the key
gateway to the kind of inspired leadership
that every organization craves.




Creating a Gatalyst

Brief Biography of the Author

Award-winning sociologist and educator, D. Michael Lindsay is the eighth president of
Gordon College, and an expert on religion, culture and leadership.

View from the Top, Dr. Lindsay’s most recent book, was released in May 2014. It reports
the findings of his 10-year PLATINUM Study, the largest-cver interview-based study of
senior organizational leaders—including former Presidents Carter and Bush, and hundreds
of CEOs at the nation’s largest corporations and nonprofits.

Lindsay’s Pulitzer-nominated Fuaith in the Halls of Power was listed in Publishers Weekly's
“Best Books of 2007”. His work has been profiled in hundreds of media outlets worldwide,
and his research has been funded through fellowships awarded by the American Council
of Learned Societics, the National Academy of Education and the National Science
Foundation.

Since 2011, Lindsay has served as president of Gordon College in Massachusetts. He also
serves on the boards of Christianity Today and the Veritas Forum. From 2006 until 2011
Lindsay was a member of the faculty at Rice University.

Originally from Jackson, Mississippi, Lindsay graduated summa cum laude from Baylor
University, and holds graduate degrees in theology from Princeton Theological Seminary
and Wycliffe Hall at Oxford. He earned his Ph.D. in sociology from Princeton University.

Gordon College is one of the United States” premier liberal arts colleges and located just
north of Boston. Gordon offers students extraordinary access to leading-edge opportunities
for intellectual, professional, and leadership development to address the increasingly
complex challenges of a global society. Gordon stands apart from other outstanding
institutions in New England by combining an exceptional education with an informed
Christian faith.
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Global Glimate and Environmental Issues:
point d'entrée for Cross-Strait Cooperation

Prof. Kirill Thompson
National Taiwan University

Anthropocene Age

The age of globalization in human affairs
has provoked a growing awareness that
this human activities are starting to impact
vaster geological affairs. This is the age
in which it is mostly human activities that
shift, tip, and possibly topple the global
climate and ecosystems.

On the eve of the second millennium,
the atmospheric chemist Paul Crutzen
discerned that humanity was living in
such an unprecedented new geologic age,
impacted mainly by human activities.
He noted deep sca vessels scraping sea
beds, dams catching gigatons of sediment,
vast jungles and forests being leveled,
agricultural lands being over irrigated
(desertified), mines getting ever wider or
deeper. He registered that human beings
around the world were stirring a new age
of planetary change. He called this age
“the Anthropocene.”

The Anthropocene age commenced

slowly with the advent of the Agrarian
Age 12,000 years ago, but has accelerated
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exponentially since the Industrial
Revolution.

Nowadays, under the conditions of rapid
global economic development, expansive
industrial production, industrialized
agriculture, profligate consumption,
waste, and pollution, we see rampant
environmental destruction and accelerated
climate change and mass extinctions,
seemingly to the les point de non retour.

These environmentally destructive trends
are reported in the media and increasingly
obvious to the naked eye, so political,
business, religious, academic, and NGO
leaders around the world are stepping
up to find ways to—in Al Gore’s words--
“reduce humanity’s carbon footprint” and
overall environmental impact. However,
as production and profit remain the bottom
line for government officials and their
major donors in big business, the proper
concepts to arrange a sustainable and
environmentally friendly way of living are
always watered down, postponed, and slow
in implementation.




Glohal Climate and Environmental Issues:
point d'entrée for Gross-Strait Gooperation

Anthropocene Cross Strait Situation

The countries flanking the Taiwan Strait
— Taiwan to the cast and China to the
west — are hotspots of the aforementioned
expansive production and consumption,
waste, and pollution: industrial zones and
factories line Taiwan’s west coast, with even
more across the Strait and north and south
along China’s southeast coast. China’s
waste and pollution are much greater, yet
Taiwan is a principal investor in China’s
industries. As a result, the South China
Sea is among the most heavily polluted in
the world, with diminishing fish stocks and
large dead zones of toxic waste and no O2.
The skies above the Strait are increasingly
smoggy. Clear days and fragrant air are
ever rarer in the cities of western Taiwan
and southeastern China.

Experts and commentators always tend
to discuss cross-strait relations strictly in
terms of Economy, Politics, Society, and
Military. Indeed, economy and trade form
deepest bond between Taiwan and China.
The two sides see and exploit many win-
win cross strait opportunities. Twenty
years ago, Taiwan and China had a largely
symbiotic relationship: China needed
Taiwan’s knowhow and investment capital,
and Taiwan wanted China’s cheap labor
and new markets. Today there is more
straightforward cooperation in various
mixes of cross-strait cooperation. Cross
strait Politics remain complicated: neither
regime can recognize—or acknowledge—the
other, because their overlapping jurisdictions
and claims; yet, there is tacit acceptance of
their respective spheres of control. The root
problem is the contradiction between the
autocratic single party governance in China
vs. the capitalist democratic governance in
Taiwan. Social intercourse among people
from across the Strait goes fairly smoothly
though occasionally stressed by differences
in thought, heart, and aspiration, as well as
lingering distrust. Militarily, while insisting
on its legitimacy, institutions, and free
lifestyle, Taiwan shows its good will and
pacifistic approach and China has been low
key and cooperative on economy and trade

but often introduces new firepower, stations
new missiles, and occasionally rattles its
sabers. Cross-strait military relations are
calm-but could flare up at a moment’s
notice.

At a deeper level, all Cross Strait political,
military, and especially economic, activities
depend on the health of the natural
environment—such as on the land, in the
sea and the sky, and in multiple ecosystems.
Moreover, although Taiwan and China
occupy discrete geographic and geopolitical
spaces, their natural settings of land, sea, air,
and ecosystems overlap and are proximate
and continuous. Human activities on ¢ither
side exert an impact on the other side. Of
course, Chinese activities exert a far greater
impact on Taiwan than vice versa; however,
besides Taiwanese activities on Taiwan,
Taiwan invested activities in China have
an environmental impact on China and less
directly on Taiwan, as well. Hence, people
across the strait have reason to cooperate
on the natural environment in balanced
cooperative ways.

It is a truism—and a common policymaker
excuse—that the rapid speed of cross strait
economic development since the ‘80s left
little time for environmental thinking and
planning, not to mention quality of life
considerations. It is this exclusive worship
of monetary value that cannot be excused.
As Robert F. Kennedy said in 1968,

Yet the gross national product (GNP) does
not allow for the health of our children,
the quality of their education or the joy of
their play. It does not include the beauty of
our poetry or the strength of our marriages,
the intelligence of our public debate or the
integrity of our public officials.

It measures neither our wit nor our courage,
neither our wisdom nor our learning, neither
our compassion nor our devotion to our
country, it measures everything, in short,
except that which makes life worthwhile.

(See Appendix I below for full text.)
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Global Climate and Environmental Issues:
point d'entrée for Gross-Strait Cooperation

Overview of the Global Situation

Henceforth, not only scholars and academics
but political and business leaders and the
common people all must think of Cross
Strait relations with the awareness that we
are living in the Anthropocene age, and
human activities are seriously impacting the
biosphere on which we depend for life, not
to mention quality of life. The old bottom
line of monetary wealth, political authority,
and military power is simply too narrow
when those goals have such dire effects:
the present day despoiling of the lands, the
seas, and the skies is in fact destroying the
conditions for quality human life.

The scientific view: Earth-system science
sees the planet not just as a set of places
but also as a system of forces, flows and
feedbacks that act upon each other. This
system can behave in distinctive and
counterintuitive ways, including sometimes
flipping suddenly from one state to another.
That the Earth-system increasingly works
very differently now in the Anthropocene
is shown in nature’s recycling systems
on which life depends for various crucial
elements. For example, in the past two
centuries people have released vast amounts
of fossil carbon into the atmosphere that in
the past the planet had taken hundreds of
millions of years to store away. This has
given humanity a leading role in the planet’s
carbon cycle.

Although the natural fluxes of carbon
dioxide into and out of the atmosphere
still account for more than 10x the amount
that humans put in every year by burning
fossil fuels, the human addition matters
disproportionately because it unbalances
those natural flows. The result of putting
more carbon into the atmosphere than can
be taken out of it is a warmer climate:--
a melting Arctic, higher sea levels,
increased photosynthesis in many plants,
intensification of the hydrologic cycle of
evaporation and precipitation, and a new
unhealthy ocean chemistry (China” s
burning of coal and Taiwan’s burning of oil
are major culprits).
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All of this impacts not just human life
but also planetary processes. More rain
means more weathering of mountains.
More efficient photosynthesis means less
evaporation from croplands. And changes
in ocean chemistry can be expected to have
a direct effect on the geological record if
carbon levels rise far enough.

Human impact on the nitrogen cycle is
equally immense. One crucial part of this
cycle—the fixing of pure nitrogen from the
atmosphere into useful nitrogen-containing
chemicals—depends entirely on living
things. And the living things doing most
of that work are now people. By adding
industrial clout to the efforts of the microbes
that used to do the job single-handedly,
humans have increased the annual amount of
nitrogen fixed on land by more than 150%.
The majority is done on purpose, mostly to
make chemical fertilizers. This has a variety
of unwholesome consequences, importantly
the increasing number of coastal “dead
zones~ caused by algal blooms feeding on
fertilizer-rich run-off waters (South China
Sea, East China Sea).

Industrial nitrogen’s greatest environmental
impact, though, is to increase the number
of people! Although nitrogen fixation is not
just a gift of life—100m people were killed
by explosives made with industrially fixed
nitrogen in the 20th century’s wars—its net
effect has been to allow a huge growth in
population. About 40% of the nitrogen in the
protein that humans eat today got into that
food via artificial chemical fertilizers. There
would not be nearly so many people now
doing all sorts of other things to the planet if
humans had not sped up the nitrogen cycle
(Due to the Postwar population policies
in China and Taiwan, respectively, China
is the world’s most populous country, and
Taiwan is the world’s second most densely
populated country.)

Remarkably, the altering of the nitrogen
cycle was deliberate. 19th century
scientists viewed the shortage of nitrogen
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as a planet-wide problem. Since natural
processes would not increase the supply,
they invented an artificial process, called
the Haber process, that could make up the
difference. It was the first human attempt at
geo-engineering the planet to bring about
a desired goal. The scale of its success
outstripped the imaginings of its instigators.
So did the scale of its unintended
consequences.

Given the evident risks and dangers of the
Anthropocene, further geo-engineering
may be recommended, this time regarding
carbon. Left to themselves, carbon-dioxide
levels in the atmosphere are expected to
remain high for 1,000 years—more, if
emissions continue to go up through the 21st
century. Climate scientists argue that human
intervention is necessary—the goal of this
century should be not be just to stop the
amount of carbon in the atmosphere from
increasing, but to start actively decreasing
1t.

Carbon reduction might be achieved in
part by growing forests and enriching soils,
but it might also require high-technology
iterventions, such as buming newly grown
plant matter in power stations and pumping
the resulting carbon dioxide into aquifers
below the surface of the earth, or scrubbing
the air with special chemical-engineering
plants, or intervening in ocean chemistry in
ways that would cause the seas to consume
the air’s carbon.

Such deliberate interference in the Earth
system would undoubtedly provoke alarm.
But an Anthropocene age without serious
deliberation would be disastrous. A way to
split the difference has been proposed by
Earth-system scientists under the theme
of “planctary boundaries.” The planetary-
boundaries group urges increased restraint
but, where necessary, direct intervention
aimed at taking all sorts of factors in the
Earth system-- from the alkalinity of the
oceans to the rate of phosphate run-off
from the land-- back to the conditions that
obtained in the pre-human Holocene period.
Carbon-dioxide levels, the researchers

recommend, should be brought back from
whatever they peak they reach to a level
slightly higher than the Holocene’s and a
little lower than that of today.

The precautionary approach urges not
simply that things were good the way they
were, but that the further the Earth system
gets from the stable conditions of the
previous Holocene age, the more likely it
is to slip into a whole new state and change
itself yet further in unforeseeable ways.

Now, as grave threats of rapid climate
change, water depletion and desertification,
mass extinctions loom, Taiwanese and
Chinese leaders need to make concerted
efforts to create synergy in all sectors
of government and walks of life to
reduce humanity’s carbon footprint,
plan development carefully to maintain
clean water supplies and sustain natural
ccosystems as their new agreed common
bottom line. Such common efforts of
wisdom and conscience would remind
people that what is most precious in life is
life itself, and that clean waters and wild
nature represent the source of life.

But do the leaders possess the necessary
wisdom? As long as they stay obsessed
with illusory bottom line economic growth,
political power, and nationalism, they will
not think about what is precious in life and
the basic conditions for a satisfying human
existence.

The World and the Taiwan Strait are in
flux

Current Economic and Environmental
Situation and Trends

1. Evolving global-scale production systems
— allowing for systematic widespread
improvements (Taiwan, China)

2. Rapid ICT-enabled technological
change (Information and Communication
Technology) — allowing for ongoing
communication in making improvements
(Taiwan, China)
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3. Rapid population growth in some areas,
and aging in high income areas (Taiwan,
China, SE Asia)

4. Worldwide decline of middle-level skilled
jobs (Taiwan, China)

5. Extreme environmental crises (China,
Taiwan): toxic soil, desertification, water
pollution, air pollution, earthquakes, some
from excessive dams, etc.)

6. Economic and geopolitical multi-polarity
(Taiwan, China trade and commerce
diversification, also increased regional and
private business initiatives.

Economic growth and poverty reduction
are blocked by four large hurdles:

1. Growing income inequality and social
exclusion

2. Continued population growth
3. Growing environmental crises
4. The limited traditional disciplines, which
are individually inadequate to conceptualize
the issues of culture, economy, environment,

and sustainability.

Tools for Achieving Sustainable
Economic/Environmental Development:

Rapid Technological Transformation
(introduction of green technology,
humanized production)

Equity in Social Service Provision (public
health, education, welfare, opportunity)

Community Protection of Natural Resources
(cooperation of local stakeholders)

Strengthening of Local Governance
(democratically elected, fair, bribe free)

Sharing Work, Leaming, and Leisure (open
access online resources)

Restraining Arbitrary Corporate Power
(authoritarian rule fosters unhealthy guanxi)

The Management Journal

Responsible Investment and Financial
Markets (green investment)

Re-Democratizing Our Democracies (people
democracy vs corporate funded democracy)

Identifying Shared Holistic Global Values
(seeking common values in local traditions)

Top “Sustainable Systems” Priorities:

Sustainable energy systems (solar, wind,
geothermal, tidal)

Sustainable agriculture and nutrition
(organic, range, non-gmo)

Sustainable urbanization (“Smart Cities™)
(clean energy public transport: change
driving cities into walking and biking cities,
encourage urban agriculture)

These projects will require technological
breakthroughs

New global public-private partnerships
(PPPs) for sustainable technologies:

Low-carbon energy systems
Resilient and sustainable agriculture
Smart ICT-enabled urban systems

ICT-enabled public health & education
governance

Prioritize Sustainable Development
Academic Disciplines

(1) Understanding Global Mechanisms:
climate, biodiversity, economic dynamics

(2) Monitoring and mapping Earth system
states

(3) Developing integrated physical-human
systems for the “green economy”

(4) Assisting directed technological
change ¢.g. “deep decarbonization,” ICT-
based health and education, sustainable
agriculture, smart cities
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(5) Leading public and university education,
and building a shared global framework for
action

Conclusion

In conclusion, the cross strait region is
a hot spot in which all the problems of
pollution, environmental devastation,
climate change, and decline of quality of
life come together and are on the rise. In
order to face these problems head on, and
work toward a resilient green environment
and ever improving quality of human life,
people in socicty, business, education, and
government all must reflect on and take
account of the environmental and climate
impacts of their ideas, habits, policies,
and practices. They must embrace, share,
and live by more holistic and eco-friendly
concepts and values. This transformation of
human thought and action cannot take place
in a vacuum but must be nurtured from all
sides, not only from political and business
leaders who often have contrary interests,
but also the popular media and above all
the educators at every level. Even the
educators need to be reeducated to cherish
the earth and the biosphere and to commit
themselves to teaching their students to
think holistically and act in eco-friendly
ways. Let us start to work together today!

Appendix I Robert F. Kennedy speech at
the University of Kansas, March 18, 1968

Even if we act to erase material poverty,
there is another greater task, it is to confront
the poverty of satisfaction — purpose and
dignity — that afflicts us all.

Too much and for too long, we seemed to
have surrendered personal excellence and
community values in the mere accumulation
of material things. Our Gross National
Product, now, is over $800 billion dollars
a year, but that Gross National Product — if
we judge the United States of America by
that — that Gross National Product counts
air pollution and cigarette advertising,
and ambulances to clear our highways of
carnage.

It counts special locks for our doors and
the jails for the people who break them. It
counts the destruction of the redwood and
the loss of our natural wonder in chaotic
sprawl.

It counts napalm and counts nuclear
warheads and armored cars for the police
to fight the riots in our cities. It counts
Whitman’s rifle and Speck’s knife, and the
television programs which glorify violence
in order to sell toys to our children.

Yet the gross national product does not
allow for the health of our children, the
quality of their education or the joy of their
play. It does not include the beauty of our
poetry or the strength of our marriages,
the intelligence of our public debate or the
integrity of our public officials.

It measures neither our wit nor our courage,
neither our wisdom nor our learning, neither
our compassion nor our devotion to our
country, it measures everything, in short,
except that which makes life worthwhile.

And it can tell us everything about America
(China, Taiwan) except why we are proud
that we are American (Chinese, Taiwanese).

If this is true here at home, so it is true
elsewhere in the world.

Appendix I Importance of
Participation of Local Small Stakeholders
in Environmental Decision-making

In areas of rapid industrial development
and growth, the weaker and softer
stakeholder voices are often drowned out
by the wealthier and better connected
stakeholders; however the weaker and softer
stakeholders often have valid interests to
protect and tend to be more caring for local
wildlife, ecosystems, and environmental
concerns, and related public health
concems. The weaker, softer voices often
provide important input about pollution
and environmental damage that the big
stakeholders wish to conceal. Participation
of small as well as large stakeholders in
local environmental decision-making thus
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can help the existing social structures and human
practices to become more responsive to the challenges
of sustainability and more responsible. For example,
alternative sustainable development strategies for coastal
communities in many parts of the world-- including the
Taiwan Strait-- are currently blocked because special
interests have the inside track to the decision-makers,
so important input from local stakeholder perspectives
and knowledge is ignored by policy-makers. Wider
input would better inform the environmental experts
in how to integrate natural science knowledge and
technologies in light of the cultural-economic concerns
voiced at the table. The environmental experts
should seck to improve the sustainability prospects of
decision outcomes by enhancing social awareness and
implementation of the natural science environmental
knowledge and technologies.

While nation states and governments have had difficulty
negotiating meaningful international pollution and
environmental agreements, democracies often have more
flexibility because ofg greater public learning capacitics
and faster learning curves. The people’s learning
capacities and learning curves are rooted and sustained
in their right to participate and free practices, and rely
on such institutions as free and open public media,
independent scientific community (with commitment
and conscience), and the right to form associations and
organize. Small stakeholder participation in joint social
learning platforms for the environment and ecosystems
certainly can provide important inputs for achieving
more broad-based, holistic understandings of the
interactive systems of nature and humanity. The extent
and quality of stakeholder participation in democratic
resource management decision-making can improve
a community’s capacity for joint, cooperative inquiry,
and innovative activity. A community’s improved joint,
inquiry and innovative activity could serve to transform
the community’s capacity to manage its natural
resources fairly and sustainably.

Sources

Appendix 11 Future Challenges

Current legal systems are largely based on the principle
of state sovereignty. This assigns political responsibility
for the global commons and for trans-boundary
ecosystems to nation states that are effectively free, but
often opt out of international environmental agreements.
Importantly, however, alternative options do exist: if
the subsidiary principle were applied at the planetary
level, nested polycentric governance structures might
be utilzed to deal with specific social-environmental
issues at the transnational levels where the problems are
often caused and suffered. This approach of subsidiary
principle may provide a way for concerned people
to develop effective forces against industrial threats
to sustainability, such as pollution, erosion, resource
overuse than the current easily corruptible political
steering mechanisms. New localized ways of managing
trans-boundary river, coastal, and coral reef regions
point the way. Indeed, if subsidiary local regimes are
endowed with inclusive, adaptive institutions and are
well networked, then a global, polycentric approach
could be brought to bear to harness sustainability
supportive forces around the world. For such an
approach to be realized, it would be necessary to reframe
the place-specific, locally appropriate solutions, which
reflect diverse regional, culturally specific initiatives
in more general terms and values, under a wide global
visionary consensus on the Earth’s core sustainability
problems.

For more suggestions on cooperative, sustainable
development, see the works of Jeffrey Sachs (director,
Earth Institute, Columbia University) and the Economist
essay by Oliver M. An earlier version of this paper was
presented at a conference on “Global Issues and Cross-
Strait Relations™ held at National Taipei University on
April 30, 2015.
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Classical Inspirations

I. Tao Yuanming Returning to Live in the Country
Young, I was always free of common feeling.

It was in my nature to love the hills and mountains.
Mindlessly I was caught in the dust-filled trap.
Waking up, thirty years had gone.

The caged bird wants the old trees and air.

Fish in their pool miss the ancient stream.

I plough the earth at the edge of South Moor.
Keeping life simple, return to my plot and garden.
My place is hardly more than a few fields.

My house has eight or nine small rooms.

Elm-trees and Willows shade the back.

Plum-trees and Peach-trees reach the door.

Misted, misted the distant village.

Drifting, the soft swirls of smoke.

Somewhere a dog barks deep in the winding lanes.
A cockerel crows from the top of the mulberry tree.
No heat and dust behind my closed doors.

My bare rooms are filled with space and silence.
Too long a prisoner, captive in a cage,

II. Tao Yuanming Reading the Classic of Hills and Seas

In the summer grass and trees have grown.
Over my roof the branches meet.

Birds settle in the leaves.

I enjoy my humble place.

Ploughing’s done, the ground is sown,

Time to sit and read my book.

The narrow deeply-rutted lane

Means my friends forget to call.

Content, I pour the new Spring wine,

Go out and gather food I've grown.

A light rain from the East,

Blows in on a pleasant breeze.

I read the story of King Mu,

See pictures of the Hills and Seas.

One glance finds all of heaven and earth.

What pleasures can compare with these?

The Management Journal 4]



42

Family businesses and succession planning

Until a few years ago , I had not realised
that there were such different views on
succession planning, in family businesses
in the East and in the West. We are all
products of our environment. In the East,
we start a business and grow it - so that it
is there for our children and our children’s
children; and hopefully for a few
generations! It may or may not happen.
But, at least it is a dream. We hope that
future generations will have the same
passion as we had, to start the business;
and that they will continue to grow it on
the foundations which the founder has
laid. There is also the hope, that they will
improve on what has been done; and the
name we have established will be known,
admired, and respected for generations
to come - like in the case of Cardin and
Canali; Ford and Bochringer; Tata and
Birla. From this attitude also, is derived
the yearning for a male child in every
generation - who will carry the NAME
forward, with pride and satisfaction.

In essence , in the East we feel compelled
to build for our progeny .

In the West , the culture is different .
Entreprencurs build companies for their
own satisfaction; for a feeling of self
fulfilment :for a feeling of achievement |
to do what they have a passion for . And
having built a company , big or small-
and having proved to themselves that they
can do it ; they may one day decide to
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sell the company they have created, hang
up their boots, and retire to the seaside
in Florida; or the South of France ; or the
Bahamas . The children will get a legacy
in money and other assets- but they will
not necessarily inherit the company and
participate in the operations !!

I was on a trans-atlantic flight from Lisbon
to New York , when I began a conversation
with my co -passenger . He was a friendly
person and disclosed that he was the
owner of a large ship repair company in
Vancouver. He had gone with a team to
deal with a problem with a client ship , now
docked in Italy. Having attended to it , he
was now heading back - leaving his team to
deal with the details of the operations . We
then got talking about how he had started
the company 35 years ago , and how he had
toiled to build it into the sizable company it
now was . And now he was 76 and wanted
to retire and just take it easy. "Are your
children in the business?" I asked him . Yes
, he said . One of my two sons , John | has
been working in the business for the last
six years. He has shaped up well. The other
son is a journalist - and does not want to be
a part of what I do , which is just as well.
So you are lucky to have John take over, I
ventured , He was silent for some time . "
Let us see . I have asked him to pay me the
market valuation of the company less 20%
and pay it in four equal annual instalments
- since he is my son . If he can , then the
company is his . If he cant then I have other
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offers , and I will sell !! I cannot make it
any easier for my son. I do not want to give
it to him free, and on a platter, because he
will never know or understand the value-
and the sacrifices | have made to bring it to
this level. And then, he will ruin it !

I thought about this rational , logical

business in the West- and juxtaposed it
with the emotional, familial attitudes in the
East . Each approaching the same dilemma
in their own style , in their own way .
Andt here can be no judgement , because
we are all products of nature and nurture -
where we were born and how we have been
brought up!!

submission by the owner of a family
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An Introduction to
The IIM Corporate Partner Scheme

Purpose & Objectives:

In pursuit of its objectives of promoting the practice of professional
management and enhancing the competence of leaders at all levels within
organizations of all sorts, The International Institute of Management
(IIM), on a highly selective basis, has been extending invitations since
2013 to a limited number of leading organizations in different sectors
to become “Corporate Partners (CPs)” of the Institute. Through
collaborating with the Institute, the achievements and successes of
different kinds of these “CPs” can be shared with and admired by the
business community, setting examples of best practice and serving as role
models for managers, administrators and entreprencurs in Hong Kong,
the Mainland, Asia and internationally.

Qualification & Duties:

To qualify for this honorable partnership status, corporations and
institutions have to possess:

1) proven records of success in various fields of operation; or

2) established & time-honored historical record of accomplishment
in their specific fields; and

3) noticeable achievements as outstanding market leaders; as well as

4) an interest plus aspiration in & inclination towards being societal
leaders to help promote the development of management values,
philosophy, theory & competencies, particularly among students
& young managers.

To jointly realize the above goals, “Corporate Partners (CPs)” support
and contribute resources to the various programmes and functions of the
Institute throughout the year, a good example of which is the Institute’s
“Intervarsity Undergraduate Practicum Scheme”.
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CPs joined in 2015

(in alphabetical order)

Bonds Group of Companies.
CT Environmental Group Ltd.
Emperor Group

Galaxy Entertainment Group

Huashang College Guangdong University
of Finance & Economics

Koon Wing Motors Ltd.
PuraPharm Group of Companies
Shui On Group

Utahloy Group Limited

CPs joined in 2013

(in alphabetical order)

3D - GOLD Jewellery

Cheung Kong Infrastructure Holdings
Limited

Goldlion Holdings Ltd.

Hong Kong Youth Exchange Promotion
United Association

Junefield Department Store Group
Limited

LEDGE Lighting Limited

Mitsui & Co. (Hong Kong) Ltd.
Nanyang Commercial Bank Ltd.
Royale Furniture Holdings Limited

Tai Kong Group (Holdings) Co. Ltd.

CPs joined in 2014
(in alphabetical order)

Cancare Group (H.K.) Ltd.

China Merchants Holdings (H.K.) Ltd.
Chinese Strategic Holdings Ltd.

FT Corporate Strategy Ltd.

Kowloon Development Co. Ltd.
Maxyee Group Ltd.

Mission Hills Group

Mr. Eddie Wang

Saigon Commercial Bank

Sun Hung Kai Financial Ltd.

The H.K. Building & Loan Agency Ltd.

Van Shung Chong Holdings Ltd.

All CPs have been cordially invited to participate in the
illustration in the current issue of “The Management Journal”
including those who joined in 2013, all of whom have renewed

their continuous support as Change to CP's
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Galaxy Entertainment Group Limited
(GEGQG) is one of the world’s leading
hospitality and gaming companies. It
primarily develops and operates hotels,
gaming and integrated resort facilities in
Macau. The Group is listed on the Hong
Kong Stock Exchange (27.HK) and is
one of the constituent securities of the
Hang Seng Index.

GEG is one of the six gaming
concessionaires in Macau with an
exceptional track record of delivering
innovative, spectacular and industry
leading properties, products and services,
underpinned by a “World Class, Asian
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Heart” service philosophy, that has enabled
it to consistently outperform the wider
market.

GEG operates three flagship venues in
Macau: on Cotai, Galaxy Macau™, one of
the world’s largest integrated destination
resorts, and the adjoining Broadway
Macau™, a new hotel, entertainment and
retail landmark destination; and on the
Peninsula, StarWorld Macau, an award-
winning high-end boutique property.

The Group has the largest development
pipeline of any concessionaire in Macau.
When Phases 3 & 4 of its Cotail and



Starword Hotel

Galaxy Macau™

bank are completed, GEG’s footprint on
Cotai will double to more than 2 million
square meters. GEG has also entered into
a framework agreement to develop a low
rise, low density world class destination
resort on a 2.7 square kilometer land parcel
on Hengqin adjacent to Macau. This resort
will complement GEG’s offer in Macau,
differentiating it from its peers and support
Macau in its vision to become a World
Centre of Tourism and Leisure. Additionally,
we continue to explore international
development opportunities.

GEG is committed to delivering unique
‘World Class, Asian Heart® holiday
experiences to its guests and building a
sustainable future for Macau.

GEG also operates a Construction Materials
Division.

Mission

We are a leading Asian gaming company
providing exceptional experiences to our
guests, instilling pride in our employees,
and delighting our stakeholders.

Vision
Globally recognized as Asia’s Leading
Gaming and Entertainment Corporation

This vision will be achieved through
adhering to our proven business philosophy
below:

Broadway Macau™

+ LOCAL MARKET INSIGHTS
Leveraging Chinese heritage and deep
understanding of Asian and Chinese
customer preferences.

» PROVEN EXPERTISE
Focus on ROI (return on investment)
with prudent CAPEX (capital
expenditure) plan, proven construction
and hotel expertise,and controlled
development.

» WELL POSITIONED
Position Galaxy as a leading operator
of integrated gaming, leisure and
entertainment facilities.

+ DEMAND-DRIVEN STRATEGY
Monitor the market’s developments and
expand prudently in a timely manner.

Values
* We anticipate customer needs and

take pride in delivering exceptional
experiences at every Galaxy moment.

* We act with deep personal respect for
every individual that connects with
Galaxy.

* We do our best, always.

* We are prudent, efficient, and act with
integrity and a sense of urgency.

* Teamwork is paramount to our success.

The Management Journal
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Awards
Galaxy Entertainment Group

* Euromoney Magazine - Best Managed
Gaming Companies in Asia

* Institutional Investor Magazine’s All
Asia Executive Team Survey - Best
Gaming and Lodging Company

* International Gaming Awards - Casino
Operator of the Year: Australia/Asia

» The Mirror - 4th Qutstanding Corporate
Social Responsibility Award

StarWorld Hotel

o China Travel & Meetings Industry
Awards (jointly organized by Travel
Weekly Magazine and Events
Magazine)- Best Service Hotel of the
Year

o Golden Horse Award of China Hotel -
Best Service Hotel of Asia

« China Hotel Starlight Awards - Top 10
Glamorous Hotels of China

o Michelin Guide Hong Kong Macau -
Ranked as “Top Class Comfort” 2015

Galaxy Macau

o China Travel & Meetings Industry
Awards (jointly organized by Travel
Weekly Magazine and Events
Magazine)- Best Hotel Group Award

« Golden Horse Award of China Hotel -
Best Hotel Group Award

+ China Hotel Starlight Awards - Top 10
Resort Hotels of China

« NOW Travel Asia - 2014 Asia’s Top
Entertainment Complex

The Management Journal

Board of Directors

» Executive Directors
Dr. Lui Che Woo
Mr. Francis LuiYiu Tung
Mr. Joseph Chee Ying Keung
Ms. Paddy Tang Lui Wai Yui

* Independent Non-executive Directors
Mr. James Ross Ancell
Dr. William Yip Shue Lam
Professor Patrick Wong Lung Tak

» Advisor
Dr. Jorge Neto Valente

CORPORATE SOCIAL
RESPONSIBLITY

ESTABLISHMENT OF THE GEG
FOUNDATION

» To celebrate its 10th year in operation
and the 3rd anniversary of its
flagship property Galaxy Macau™,
GEGannounced the establishment of
the GEG Foundation on 4 July 2014.
Focusing on educating and empowering
theyoung people of Macau and Mainland
China, it will be funded initially
with HK$300 million and a further
commitmentof HK$1 billion later on.

» The GEG Foundation will invite
distinguished people from society to
participate in its endeavour to contribute
towardsthe prosperity and social
development of Macau and Mainland
China.

RESPONSIBLE GAMING

+ As an active member of the Responsible
Gaming Working Committee,
GEG works closely with the Social
WelfareBurcau of Macau SAR
Government, the Gaming Inspection
and Coordination Burcau of Macau



SAR Government (DICJ).the Institute
for the Study of Commercial Gaming
of the University of Macau (ISCG), and
local gaming operators todevelop a wide
range of initiatives to enhance Macau’s
responsible gaming culture to team
members and patrons, including:

» Collaborated with Sheng Kung Hui
Macau Social Services Coordination
Office (SKH) to launch the “Employee
Assistance Program™ and “Responsible
Gaming Promotion Program” to
provide individual face-to-face,
hotline, on-site and online counseling
support for team members;

» Co-organised a Responsible Gaming
CommitteeTraining Program with the
ISCG;

* Organised a Responsible Gaming
Seminar withSKH;

e Co-operated with Associagdo de
JuventudeVoluntaria de Macau to
promote responsible gaming;

* Organised responsible gaming
roadshows andknowledge quizzes at
Galaxy Macau™, StarWorld, Macau
and City Clubs; and

¢ Organised the “2nd GEG Responsible
GamingAwareness Week™ in 2014
Responsible Gaming roadshow at
StarWorld Macau.

CHARITABLE ACTIVITIES

» GEG strongly believes that as it grows
and achieves success it should increase
its contribution to the community.
Tothis end, GEG donated to over 30
organisations and people in need, and a
selected list is presented below:

* Association of Rehabilitation of Drug
Abusers of Macau

» Care Action Macao
 Caritas Macau

* Charity Fund from the Readers of
Macao Daily News

* Fuhong Society of Macau

* General Union of Neighbourhood
Associations of Macau

* Good Shepherd Center
» Macau Deaf Association

* Macau Pcople with Visually Impaired
Right Promotion Association

* Macau Tung Sin Tong Charitable
Society

* Richmond Fellowship of Macau

» Sheng Kung Hui Macau Social Service
Coordination Office

* Society for the Protection of Animals
Macau

e World Vision of Macau Association
SPORTS DEVELOPMENT

+ GEG is committed to assisting Macau in
its efforts to become a more culturally
diverse and attractive international
tourism hub. The Group hosts and
participates in a number of sporting and
community events.

EDUCATION & CULTURE

GEG believes that developing the skills and
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expertise of young people is paramount to
enhancing Macau’s overall competitiveness.
GEG collaborated with various educational
and professional institutes to develop
different programs to help young people
build a more solid foundation for their
future careers. Highlights in 2014 include:

o Invited university students from Macau
Polytechnic Institute to the “Chinese
Contemporary Art of Excellence”
at Galaxy Macau™ to meet cight
distinguished Chinese contemporary
artists and engage with them in an arts
sharing workshop;

« Organised a six-day Sri Lanka Study
Tour for six exceptional young winners
of the “3rd GEG Youth Achievement
Program™;

e« Sponsored the “Global Tourism
Economy Forum Macau 20147, hosted
by The Secretariat for Social Affairs and
Culture of the Government of Macau
SAR and coordinated by the Global
Tourism Economy Research Center; and

o A total of 35 students, including 11
students from special education institutes
successfully completed the GEG
Internship Program in 2014. Since its
launch in 2008, over 380 interns have
graduated from the Program, and among
them, over 20 were given opportunities
across GEG.
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Chairman’s Closing Remarks in his letter
to Shareholders on the 2015 Interim
report:

The first half of 2015 has been challenging
for all of Macau’s operators. However, we
are satisfied with our financial performance
and delighted with the success of the
launch of Galaxy Macau™ Phase 2 and
Broadway Macau™. We believe the
expanded Galaxy Macau™ and the newly
opened Broadway Macau™ have created
a unique blend of Macanese, Chinese and
international entertainment and cultural
clements that cater for a broad range of
tastes and price points. Looking ahead, we
are focused on effectively managing our
properties through this challenging period
of adjustment to a “new normal”. We are
well placed to achieve sustainable growth,
thanks to our differentiated proposition and
clearly defined development pipeline, when
conditions improve.

We look forward to the completion of major
infrastructure works that will drive visitor
growth and are committed to working with
Macau to support its social and economic
development as it transforms itself into one
of Asia’s most vibrant and dynamic tourism
hubs.

Dr. Lui Che Woo
GBM, MBE, JP. LLD, DSSc, DBA
Chairman
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Kowloon Development Company Limited

Corporate Background

Kowloon Development Company Limited
(“KDC™) (stock code: 34)., a member
of the Polytec Group, was established in
1961 and was listed on the main board
of The Stock Exchange of Hong Kong
on 4 July 1995. Since its establishment,
KDC have primarily engaged in property
investment with the operation of its
business mainly in Hong Kong in the
carly years. KDC have substantially
broadened the areas of activity since the
Polytec Group gained control of it and
management reshuffied in 2002,

In 2006, KDC attained strong presence
in two other property markets, Macau
and Mainland China, through a number
of strategic acquisitions. This also set
a strong base for the Group’s future
development in these three property
markets. The Group have been pursuing
a three-zone development strategy with
exposure in the three major property
markets in the Greater China region, Hong
Kong, Macau and Mainland China since
then. KDC focus on its activities in Hong
Kong and Mainland China and as a holding
company, through its 73.4% owned
listed subsidiary, Polytec Asset Holdings
Limited (“PAH”) (stock code: 208), for its
interests in Macau. This strategy enables
KDC to maintain strategic focus and set
a platform for KDC to readily access the
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best investment opportunities in three
property markets, providing greater
investment flexibility. Indeed, it has
built a sizeable and quality development
landbank across these three markets over
the past decade and its major focus to date
has been residential development.

In Hong Kong, the Group currently
own 100% of five residential/residential
& retail/commercial development
projects, with total gross floor area of
approximately 3 million square feet. In
Mainland China, the Group started to
acquire development land/projects in 2005
and over past 10 vears its development
projects, both wholly-owned or joint-
venture, cover in Shenyang, Tianjin,
Wauxi, Foshan, Huizhou and Zhongshan,
with total gross floor area of exceeding
60 million square feet. In Macau, KDC
have largely been capitalized on extensive
experience and a strong brand of its parent
company, Polytec Group, which started
its property development in Macau in
the early 1980s and have been one of the
leading property developers in Macau.
KDC currently hold through its subsidiary
PAH 80% interest of two mega residential
and commercial development projects in
Orient Pearl District of Macau with total
gross floor area of exceeding 9 million
square feet.



Group’s latest property development projects

Hong Kong

Le Cove City (Shenyang) The Gardenia (Shenyang) Le Cove City (Wuxi)

Villa De Mer (Macau)
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Group’s major investment properties

Pioneer Centre (HK)

Group’s Major Businesses

KDC is essentially a property developer.
However, its businesses are extended to
property investment, property management
and some other non-core fields.

Property Development and Sales

The whole process of property development
is sophisticated including development
feasibility study, land acquisition, land
lease/land use planning, building design,
plans submission procedures, tendering
and construction and it involves extensive
inputs from different areas of expertise
and professionals including architects,
engineers, survevors and builders.
Therefore, when various issues arise from
this complicated development process, in-
house professionals from lands and business
development team, project development
team, design team, legal team, cost control
team, procurement, engineer and mechanics
team and quality assurance team, together

The Management Journal

Macau Square (Macau)

with our appointed professional consultants,
use their collective wisdom and respective
field knowledge to resolve those issues.
Therefore, undoubtedly, people are the
greatest asset of the Group.

The Group are committed to producing
quality products and services. With this
mandate in mind, the project management
team are required to genuinely understand
every aspect of the project under
management, to pay attention to all details
and to closely monitor the progress in order
to better resolve problems arising from the
development process while the on-site team
are required to ensure that construction is
always on schedule and on budget without
scarifying quality. The designers and
architects are required to always make their
best efforts in design and planning, making
our products user-friendly and people-
oriented, with the Group’s product design
always being long lasting, elegant and
modern. The marketing and sales team are
required to always have good understanding
and sense of prevailing conditions of



the local property markets and other
macroeconomic elements which enable
them to form better marketing and sales
strategies and hence to achieve successful
sales.

Indeed, as property development is such
a complex and high risk business due to
various uncertainties in costs, government
policies etc, good risk management is
especially important. While cost control
and risk mitigation measures are always
in place, the judgment on the timing of the
land purchase and the sale of completed
projects also essentially determines the
profitability of a development project.

Property Investment

In addition to the residential development
portfolio, the Group’s landbank contains
significant retail developments in Hong
Kong, Macau and certain cities in Mainland
China, which is intended to retain for
long term investment purposes in order to
grow and broaden the Group’s portfolio
of recurrent income producing properties
to complement the present principal
investment assets in Hong Kong and Macau.

Property Management

The Group also offers a full range of high
quality property management services to
home buyers of the Group’s development
properties and residents of other properties.

Vision and Mission

In addition to aiming to generate best returns
for its sharcholders for many years to come,
KDC are focusing on building a strong
brand as a thoughtful property developer
producing quality products and we realize
this requires a united team working together
with passion and a drive for excellence in
the products and services which the Group
produces. By realizing the inherent value of
the landbank, we believe this will enable a
great enterprise to be built and to last.
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59



360°

business
innovation.

20,‘5 MITSUI & CO.

60 The Management Journal



MITSUI & CO. (HONG KONG) LTD. =HHE ( &E& ) BRATE

Address: 25/F & 26/F, Far East Finance Centre, 16 Harcourt Road, Hong Kong
Tel: (852) 2823 8777/ 2823 8888

Mother Company: MITSUI & CO., LTD. =HYEHRIA S

MITSUI & CO., LTD.

Number of Offices and
Overseas Trading Subsidiaries

147 offices in 66 countries/regions Japan:

1-3, Marunouchi T-chome, Chiyoda-ku, Tokyo 100-8631, Japan

12 offices
Overseas: 129 offices in 65 countries/regions

Nippon Life Marunouchi Garden Tower (registered head office location)

Head Office

3-1, Ohtemachi 1-chome, Chiyoda-ku, Tokyo 100-8631, Japan

JA Building

Subsidiaries:

Number of Subsidiaries and
Equity Accounted Investees

Equity Accounted Investees™

TEL: 81(3)3285-1111 FAX: 81(3)3285-9819 URL: http://www.mitsui.com

Japan 70 Overseas 209
Japan 35 Overseas 131

Total: 445

Stock Information

Stock Exchange Listings: Tokyo, Nagoya, Sapporo, Fukuoka
Number of Shares Authorized: 2,500,000,000 shares

Number of Shares Issued: 1,796,514,127 shares (including 3,745,706 treasury shares)
Number of Shareholders: 311,332 shareholders

(As of March 31,2015)

13 Headquarters
Business Units and
3 Regional Business Units

President & CEO

B Metals
B Machinery & Infrastructure
Chemicals
M Energy
Lifestyle
Innovation & Corporate Development

(As of April 1,2015)

"Associated companies and joint ventures

Iron & Steel Products Business Unit

Mineral & Metal Resources Business Unit

Infrastructure Projects Business Unit

Integrated Transportation Systems Business Unit

Basic Chemicals Business Unit

Performance Chemicals Business Unit

Energy Business Unit I

Energy Business Unit II

e

Food Resources Business Unit

Food Products & Services Business Unit

Consumer Service Business Unit

IT & Communication Business Unit

Corporate Development Business Unit

Corporate Staff Divisions

UM ssauIsng sesliswy
Hun sssuisng waIw3
UM SSaUISNg D1IDed BISY

IR

s e

‘EMEA: Europe, the Middle East and Africa
Note: China, Taiwan, South Korea, and the CIS region report directly to the Head Office
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MITSUI & CO.'s Business Model

functions

Providing services and solutions that meet the diverse needs of customers

around the world.

Marketing

Financing

Successful business necessitates gathering and carefully
analyzing in-depth market information. Through our
global marketing networks and extensive business expe-
rience, we support our customers by gathering and ana-
lyzing information pertaining to business trends, market
conditions and various financial products, and providing
advice about legal systems and business customs in
different parts of the world.

Procurement of funds is necessary for launching, main-
taining and expanding new businesses. Using various
types of financing methods, we propose transactions to
customers requiring significant financing or customers
doing business in countries and regions in which credit
transactions are difficult. Transaction method examples
include trade financing through letters of credit and
other means, sales on credit for buyers, and underwrit-
ing of payment-on-delivery for sellers.

Machinery &

Infrastructure

360°

business
innovation.
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Logistics

Risk Management

IT and Process Development
Capabilities

Our logistics expertise is a major
source of support for our customers’
business. We propose the best solu-
tions from the perspectives of both
transportation efficiency and cost
management. We also undertake
transportation of products to all
regions of the world, delivering the
right products at the right time, in line
with our customers requirements.

The Management Journal

A lack of information relating to
country risk or the creditworthiness
of business partners can be an
impediment to doing business. We
undertake pre-assessment of busi-
ness risks, devise methods for man-
aging or mitigating risks we have
identified, and based on this provide
customers with tailored solutions.
We have a particularly important role
to play in determining and manag-
ing the creditworthiness of business
partners, so that our customers can
conduct their business with financial
peace of mind.

Business efficiency can be improved
by optimizing business processes
using IT. We are exercising our busi-
ness engineering capabilities by
increasing the sophistication of four
key functions—marketing, financing,
logistics and risk management—
using our IT and process develop-
ment capabilities. In this way we can
provide our customers with optimal
solutions.



MITSUI & CO.s Business Areas

business areas

Providing new value across a broad range of business domains, leveraging our
business engineering capabilities and diverse experience.

Metals

Machinery &
Infrastructure

Chemicals

Through business development, logistics and trading of mineral and metal
resources, metals and steel products, we reinforce a comprehensive value chain
to secure a stable supply of the resources, materials and products necessary for
both industry and society. We are also active in metal recycling and other initia-
tives to develop industrial solutions to environmental issues.

We contribute to creating better lives through the long-term, reliable supply of
social infrastructure such as electricity, gas, water, railways and other logistics
infrastructure. We provide sales, financing, lease, transportation and logistics,
and project investment in a wide range of machineries, including large-scale
plants, marine resource development facilities, ships, aerospace, motor vehicles,
construction/mining machinery and industrial machinery.

Our chemicals business encompasses trade and investment in a range of indus-
tries, from upstream chemicals such as hasic chemicals and fertilizer resources,
through to downstream chemicals such as functional materials, electronics mate-
rials, fertilizers, agricultural chemicals and specialty chemicals. We are also pursu-
ing new initiatives such as green chemicals.

Through upstream development, logistics and trading of energy resources such
as oil, natural gas/LNG, coal and uranium, we contribute to the stable supply of
energy vital to both industry and society. As part of efforts to achieve a low-carbon
society, we are also actively involved in next-generation energy and environmen-
tal businesses.

Adapting to changes in consumption and lifestyles while meeting consumers’
diverse needs, we provide value-added products and services, develop businesses
and make investments in the fields of food resources, food products, retail support
business, medical and healthcare, fashion, forestry plantation resources and real
estate-related business.

Through our ICT, Finance and Logistics business, we work on a diverse range of
projects aimed at developing innovative business and expanding our business
field. At the same time, we aim to strengthen our company-wide earnings base
by pursuing strategic projects and new opportunities and providing specialized
functions that contribute to the whole Mitsui & Co. group.
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Corporate Profile

Company Name

Sun Hung Kai Financial Limited

Year Established

1969

Chief Executive Officer

William Leung

No. of Employees

About 800 (as of 30 June 2015)

Head Office

28/F Lee Garden One, 33 Hysan Avenue, Causeway
Bay, Hong Kong

Tel: (852) 3920 2888
Fax: (852) 3920 2789
‘Website: www.shkf.com

Holding Companies of Sun Hung
Kai Financial Group Limited, Our
Holding Company

m 70% owned byEverbright Securities Company
Limited via its Hong Kong wholly-owned
subsidiary Everbright Securities Financial
Holdings Limited

®m 30% owned by Sun Hung Kai & Co. Limited
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About Sun Hung Kai Financial Limited
Sun Hung Kai Financial Limited ("SHKFL"), with its foundation dating back to 1969, is a

70%-owned subsidiary of Everbright Securitiecs Company Limited ("Everbright Securities",
SSE: 601788).

Operating under the Sun Hung Kai Financial ("SHKF") brand as well as the SHK Direct
and SHK Private sub-brands, SHKFL has two core business segments, Wealth Management
and Brokerage, and Capital Markets. SHKFL offers customised wealth management and
investment solutions to retail, corporate and institutional clients. Backed by Everbright
Securities, SHKFL provides greater access for Hong Kong and Mainland investors to a
broad range of products and services.

SHKFL has an extensive branch and office network in Hong Kong, Macau and Mainland
China, and it offers a diversified financial trading platform to customers. SHKFL, through
its subsidiaries, currently has about HK$100 billion* in assets under management, custody
and/or advice. (*As of 30June 2015)

Our Corporate Values and Vision

We intend to stay at the forefront of the financial services industry in the region by
maximising customer satisfaction and the strength of our name:; aggressively expanding
our customer asset base through constant product innovation, service enhancement and
broadening our distribution network; ensuring a strong technological base to empower
ourselves and our customers; and retaining and attracting the best talent by offering
continuous training and career development opportunities in a collegiate and merit-based
environment. We will head towards this vision by focusing on our five guiding principles:
Excellence, Integrity, Innovation, Prudence and Professionalism, which play crucial roles in
our continued success.

Scope of Products and Services

Wealth Management and Brokerage Capital Markets

Investment Protection Other Services m Initial public offering

Brokerage Services m Life insurance = Money (IPO)
m HK, US and overseas and ILAS transfer m Corporate financial

shares m Medical and = Mandatory advisory
m B shares accident provident m  Equity fund raising
m Shanghai Hong Kong Stock insurance fund (MPF) exercise

Connect m Financial and = SME m  Debit fund raising
= [PO subscription professional risks solutions exercise
m Futures insurance m Pre-IPO/Direct
m Stock options m  Commercial risk investment
m Warrants insurance m Institutional research
= Bullion m Motor/Marine

insurance

Wealth Management m  General liability

Products insurance
m Mutual funds m Employee
m Structured products benefits
= Bonds m Individual

insurance

Others
m Leveraged foreign

exchange
m Margin trading
m Discretionary portfolio

management services
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Sun Hung Kai Financial Limited

Customers’ Best Interests Are Our Top Priority

For more than 45 years, SHKF has placed the customer at the heart of everything we do.
Our steadfast commitment to our guiding principles has seen us evolve into a household
name in Hong Kong. As we embark upon the next chapter in our history, we remain strongly
positioned to capitalise on the region’s growth opportunities to build on the qualities that
have made us a market leader.

Our Community

As one of the leading financial institutions in Hong Kong, we partner with a range of
charitable organisations across the arcas of education, healthcare, arts and culture, and
the environment to contribute back to the community where we operate and grow our
business to where we are today. We were one of the first companies to be named a Caring
Company by the Hong Kong Council of Social Service, a recognition of our commitment to
improving the lives of the underprivileged in Hong Kong. As we look to the future, we will
continue to devote our time, resources and capital to fostering a stronger and sustainable
Hong Kong.

® SHKFLhas sponsoredits staff members to participate in the annual UNICEF Charity Run
since 2012.
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Sun Hung Kai Financial Limited

® SHKFL supports its staff to form teams to participate in sports to achieveexcellence,
team spirit and work-life balance. At present, we have corporate dragon boat basketball
and football teams.

B The SHKF Charity Club recruits volunteers and organises charitable events to serve the
community. For example, in 2014, it brought the children of TWGHs Chan Han Nursery
School to Noah’s Ark; and in 2013, staff volunteers celebrated the Mid-Autumn Festival
with seniors at TWGHs Fong ShuChuen District Elderly Community Centre.
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