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Message From the Chairman

It is my great pleasure writing my first article for the Association’s Newsletter
in the year of the Pig.

This is a year which Hong Kong has shown its strength in an economic
recovery which has already sustained through the last two years. A major
component of this success is surely, the continuous funding opportunities
availed to Hong Kong by the companies from the Mainland of China which
has rendered our city to become the second largest fund raising center in the
world.

Advisors

Mr. Bernard Hui
Mr. David O’Rear
Mr. K.M.Wong

The big news of new year of the Pig started with Mr. Donald Tsang, elected :
as the new Chief Executive for another 5 years on the 25" March, 2007 by
majority support from the Election Committee. Many if not most Hong Kong |
inhabitants believe that the new administration will continue to offer stability |
alongside the rather popular fiscal budget just delivered by the Financial |
Secretary. On this basis, we all hope that the business of management |
consulting will look forward to a steady growth as usual, although it is clear !
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Mr. William Lam

place if we wish to look for better growth. Mr. William Leung

General Committee
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Looking back, MCAHK was incorporated on the 29" March, 1999. We are Members

more than half-way of our 10-year period of development of our Association. |
It is happy to note that we have a strong and stable membership with some |
42 firms ranging from small to multinational enterprises of which 70% have i
stayed with the Association since its inception.

Dr. Edward Allen Irons
Mr. Juergen Kracht
Mr. David Ng

Mr. Cary Tu

Last year, we recorded 5 new members from small to medium-scale
management practices. In the New Year, a major international firm joined
our membership in January, 2007.

We have planned that our forthcoming Annual General Meeting will be held
around the midst of May, 2007. Please wait for a notice from our Hon
Secretary on the exact date and venue. Try your best to turn-up and
support the meeting and perhaps please also find time to stay behind for
lunch with our General Committee.

K K Yeung, JP, MCAHK Chairman

We encourage article submissions from our members.Should you be interested in sharing your ideas
with us, please send your piece of work to MCAHK d email: secretary@mca.org.hk
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Seminars for all Members
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europe asia trading consultant agency

/NTT Com Asia Limited is a wholly owned sub  sidiary of the world's biggest telecom company\
NTT Com Group. They provide full range of Telecom- related services all over the world like
International Bandwidth, System Integration, Intern et Data Center, Managed Services and
Security Solution. For details, please check: www. __ ntt.com.hk
Recently they have organized a seminar. Detailsa re as follows:

Topic: Free Trouble Email & Internet in China

Target participants: Top Management / IT Decision M akers with 50 staff or above.

Date: 27 April 2007(Friday)

Time: 3.00 - 5.00 pm

Venue: (1) 12/F Guardian House 32 Oi Kwan Road Wanc hai Hong Kong; or

(2) 15/F Tower 2 Ever Gain Plaza 88 Container Port Road Kwai Chung New Territories, Hong
Kong

Language: English / Chinese

Fee: Free of charge for all members

dilys.leung@ntt.com.hk _for enquiry.

\ Should you be interested to the seminar, please cal | at 3793 0201 or email to

We encourage article submissions from our members. Should you be interested in sharing your ideas
with us, please send your piece of work to MCAHK \d email: secretary@mca.org.hk
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Opening of Hui & Lam’s
New office in
Guangzhou, China

Hui & Lam is pleased to announce that their new office in
Guangzhou, China was opened on 16 March 2007. Details
can be found from http://www.hui-lam.com.

Dates Events in The Wing On Professional Group
29 March 2007 Seminar with the ING Private Bank on Taxation and f  inancial management
30 March 2007 Seminar with the Walton International Group on Acco  unting and Investment
12 April 2007 Seminar with the Fubon Bank on the Taxation between Hong Kong and
Taiwan

(Further details please find from http://www.wingon professional.com)
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Disclaimer: This article represents the views of the contobaind is not necessary the views of the Associatidf in doubts, the
contributor is pleased to respond to any enquiry.

Is The Honeymoon Over?

(Contributed by Mr. J.
Managing  Director  of
Management Consultants.
Fiducia Management Consultants
has been helping companies
succeed in China and Hong Kong
since 1982. The resulting deep
understanding of the markets and the
extensive network of local contacts
puts us in a unique position to
provide intelligent solutions to our
clients and help them develop and
implement winning strategies.)

Kracht,
Fiducia

After years of  continued
economic growth, coupled with
the strong foreign investment and
China’s fifth anniversary as a
member of the WTO, we may be
at a turning point in how China
views foreign investment. These
are some of the changes to
come:

In November, the Ministry of
Commerce (MOFCOM)
announced major changes in the
foreign investment policy:

A shift from volume to quality
investments focusing on
technology content to enhance
China’s innovative capability,
at the same time assessing
localisation ratio, resources
consumption, and
environmental protection.

Uniform policies for both
foreign and domestic
enterprises to ensure they
compete on an equal footing.

Increased supervision to
strengthen the social
responsibility and professional
ethics of foreign-invested
enterprises, and to protect the
interests of their staff.

This translates into

New tax laws - see separate
article in this issue

A new labour contract law

New rules on the reporting of
personal income

see separate article in this issue

It is too early to say which effect
these administrative changes will
have on FIEs.

Better Safe than Sorry...

Another aspect is the apparent
stronger enforcement of rules and
regulations. Recent cases show
that government authorities
evaluate the business dealings of
FIEs as well as the compliance of
import and taxation rules, including
personal income tax, more closely.
There have been instances in
2006 in which foreign managers
were detained by the police or had
to surrender their passport based
on accusations of  wrongful
activities. They or their employees
were accused of being an
assessory to the illegal import of
machinery by their Chinese
customers or, in another case, of
having facilitated tax evasion by
providing false documents. Some
of these cases date back to 2003,
but are being dealt with only now.
What many may not be aware of is
that non-compliance with VAT
regulations is a criminal offence
and will be punished. These cases
may be linked to the fact that the
growth in tax revenue has not
been in line with economic growth.

Whilst non-compliance may have
been tolerated and sometimes
even encouraged by local
authorities, it now becomes clear
that the laws will be enforced.

Often foreign investors rely on the
local manager to set the
framework for the business
activities - which may not always
be in line with the law. As a
result, corporate governance
rules  which usually apply
group-wide are being suspended
in China. It shows that business
practises in China are different,
but this does not eliminate the
issue of compliance with laws
and regulations. Apart from direct
government investigations, there
have been other circumstances
where irregularities have been
picked up on. In one case, a staff
member's  employment  was
terminated and out of revenge he
then reported wrongful action by
the employer, or upon closure of
the Representative Office, the
authorities examine in detail the
past dealings and records for any
irregularities in reporting.

The agenda for 2007 should
therefore be to carefully reassess
the corporate governance policy
and to strengthen the compliance
control tools. In view of the
changed circumstances a
responsible approach is certainly
advisable rather than having to
deal with the consequences later.

We encourage article submissions from our members. Should you be interested in sharing your ideas
with us, please send your piece of work to MCAHK \d email: secretary@mca.org.hk




CONSULT

Management Consultancies Association of Hong Kon g

i Y Y

() I m

April 2007

Disclaimer: This article represents the views of the contobaind is not necessary the views of the Associatidf in doubts, the
contributor is pleased to respond to any enquiry.

Supply Chain Best Practices - Meeting Demand, Suppl

Requirements

(Edward Wong obtained his MASc in Mech.
Engineering from Univ. of Toronto and MBA
from INSEAD. He is currently a Supply Chain
Management Consultant with ebp
management consulting, Hong Kong and
Belgium. He can be reached via email at
edward.wong@ebp-management.com

ebp management consulting specializes in
supply chain and sourcing consulting, and
has supported many Fortune 500s in their
supply chain transformation initiatives. Our
competencies allow us to address supply
chain issues for many in FMCG, retail,
automotive, logistics and manufacturing etc.

You can send your comments or request
to: ebp Management Consulting Ltd.
info.hongkong@ebp-management.com)

At-a-Glance

Supply Chain Leaders operate at
lower cost and get paid faster, while
increasing the service level.

Effective supply chain management
must include a fully integrated process
of information, material and financial
flow.

S&OP is a business process that
keeps demand and supply in balance.
Supplier development program is
important to improve your suppliers’
supply chain capabilities so to
effectively integrate with yours.

Supply chains have existed for as long as
materials were transformed and traded
between entities and across boundaries, but
only towards the end of the 20" century does
this discipline gain  recognition and
momentum in scope, scale and development
speed.

We have examined in this paper some
tools and practices in which supply chain
management creates value for businesses.

y and Product

PAPER AND ARTICLE SUMMARY BY EDWARD WONG

Demand Planning through
Forecasting
Forecasting customer demand is a

critical element for all entities within supply
chain and has tremendous impact on
company  profitability -  inaccurately
forecasting lower demands that led to
Out-of-Stock situations is costing retailers
worldwide on average 8.3% ~ 20% of lost
sales during special promotions.

We have explored 3 forecasting tools
used either independently or in combination
to derive an aggregated demand signal.

Time series forecasting based on
intrinsic factors and historic demands.
Extrinsic forecasting based on external

influences.
Customer forecasting refers to demand
information  received directly from
customers.

Supply Strategy — Implementing
Vendor Managed Inventory

Responding accurately to demand levels
enable service providers to maintain high
level of customer service by providing the
right products at the right time.

Vendor Managed Inventory (VMI) is a
LEAN strategy in which the supplier takes
full responsibility in maintaining an agreed
inventory level of materials or products at
the customer site. Implementing VMI
eliminates non-value added processes,
reduces Out-of-Stock incidents by rapidly
replenishing rejected or consumed material,
and reduces inventory in the channel.

In the article, we have identified steps
taken to implement VMI, as well as potential
issues to overcome. In general, each
participant should commit sufficient time,
investment, and information sharing to
successfully implement a Vendor Managed
Inventory program.

Integrating Demand and Supply
Planning — Sales and Operation
Planning

Sales and Operation Planning (S&OP), a
current practice in supply chain
management, is a rigorous business
process that “sets the overall level of
manufacturing output and other activities to
best satisfy the current planned levels of
sales, while meeting other business
objectives of profitability, productivity etc.”.

This proactive process  provides
organizations a platform to achieve both
demand and supply planning consensus,
while still maintaining alignment to the overall
business strategy.

Implementing S&OP process has helped
organizations simultaneously improve
customer service, reduce inventories and
control costs. There are integrated planning
tools available to create an effective S&OP
process and  minimize  unproductive
meetings. These are supported by concise
performance metrics, supply chain planning
systems and a collaborative
decisions-making process to maximize the
S&OP benefits.

Supplier Development through
the LEAN Sigma Approach

Organizations need to become more
integrated with their ~ chain when
concentrating on their core expertise and
outsourcing other needs to supply partners.
LEAN Sigma is a philosophy practitioners
can implement to streamline supply chain
across organizations.

The LEAN approach improves the
organization by focusing on the elimination of
any and all waste. Some available tools are
Value Stream Mapping, 5S, and KANBAN
system for manufacturers. Six sigma
improves processes by eliminating defects
through reducing process variations.

Implementing LEAN alone will not enable
you to determine if the streamlined process is
under statistical control. Six sigma on the
other hand is problem specific and differs by
managing rather than seeking to eliminate
unnecessary processes. LEAN Sigma
provides an integrated process to eliminate
waste through a systematic improvement
program.

Conclusion

There are no “one-size fits-all” solutions —
each must develop its own tailored practices
that allow them to achieve their operational
metric goals based on achievable business
strategy and model.

Regardless of which supply chain model
or improvement program organizations
implements, the key to supply chain
excellence are Agility, Adaptability, and
Alignment of all stakeholders within the
chain.

We encourage article submissions from our members. Should you be interested in sharing your ideas
with us, please send your piece of work to MCAHK \d email: secretary@mca.org.hk




