LSCM
MARKET INTELLIGENCE REPORT

A Market Intelligence Study on Enabling Technologies for
Industries related to Logistics & Supply Chain Management

ISSUE 3 - Logistics and Manufacturing
January 2009

an| e i am| [wm | [N _u
Ll e =l Al d ol |l

LSGM

Hong Kong R&D Centre for Logistics and
Supply Chain Management Enabling Technologies

ERYMRREEREIEERRWHERO



ISBN 978-988-17844-3-8

Published by

Hong Kong R&D Centre for Logistics and Supply Chain Management Enabling Technologies
Room 202, Level 2, Block B, Cyberport 4

100 Cyberport Road, Hong Kong

© 2009 Hong Kong R&D Centre for Logistics and Supply Chain Management Enabling Technologies (LSCM R&D Centre).
All rights reserved.
Last revision date: 24 April 2009

This publication may not be reproduced, stored in a retrieval system, or transmitted in whole or in part,
in any form or by any means, electronic, mechanical, photocopying, recording, or otherwise, without the
prior written permission of the LSCM R&D Centre.

This publication is one of the deliverables of the project “A Market Intelligence Study on Enabling
Technologies for Industries related to Logistics & Supply Chain Management” conducted by the LSCM
R&D Centre. The information contained in this document has been obtained from sources released by
responsible individuals in the subject companies but is not guaranteed as to accuracy or completeness.
The LSCM R&D Centre will not be liable for errors, omissions or inadequacies in the information contained
here or for interpretations thereof. The readers assume sole responsibility for selecting the information
to achieve their own purposes.



suilntroductionn st e Sl Pl nERilears s b s SR s e e 6
®:: 20| ETHTIO ANt mre soluy: EMINANE it e e N S b M e o T N i pa B e ¥/
e-Ackncwlecgementsidaliit el s Tl st Sole aiieatle SRR e S oh BV s H iR e ) 9
o Profilelof P a bGP A S e T e e e T e 20
oLEindingsiiEeEl it Fe e S e P O M S e b RIRL  re  M 23
esRecommendationseheiaetimliirieaZiind o b mn N iitbcamitt e R RS et b et N Pl e 47
s Policyof-China'REID: Indiistry: Developme bt oo s e e WS LS ot s e st s 57,

The Adoption & Application of RFID Technology
intRelevantindustries in:GhinatiilEt=t il pivr LalaE sl tenll ik S s R A 65

e Appendix A:
pRiscussiohiGUide—Eracking: tesre i i il fulles i bapirevec Gl s i aieia I Fbe Bl ot 68

e Appendix B:
Piscrission-Guide=NanUfacitringlmais 1 il iat ee T i e e i e FE L S 71

* Appendix C:
Original Text of “Policy of China RFID Industry Development” .........cccceoceveiieiinnnieniiieennne 74

e Appendix D:
Original Text of “The Adoption & Application of
RFID Technology in Relevant Industries in China” ...........cccoooiiiiiiiiiniie e 79

e Appendix E:
MembershiprApplicationtRorme sz st rtitis s imter Sol cinimii s e M el e i e 81



aAaNnodsa>3>avg




L |
[ ]
BACKGRO

INTRODUCTION

Hong Kong R&D Centre for Logistics and Supply Chain Management Enabling Technologies
(LSCM R&D Centre) is established with funding support from the Innovation and Technology
Commission of the HKSAR Government and is commissioned to provide a one-stop shop for
technology transfer and commercialization through the following roles:

® Conduct industry-oriented research

¢ Provide technology and market intelligence

® Provide a platform for exchange of intellectual property/technology

® Promote technology development, transfer and knowledge dissemination

e Facilitate intellectual property commercialization

Since inception, the LSCM R&D Centre was given the mission to foster the development of core
competencies in applied R&D in logistics and supply chain related technologies and facilitate
adoption of these technologies by industries in Hong Kong and mainland China. Our long-
term goal is to strengthen Hong Kong’s economic competitiveness and maintain its position as

a world-class leading logistics hub in the PRD region.

This Project, titled “A Market Intelligence Study on Enabling Technologies for Industries
related to Logistics & Supply Chain Management” is to empower the logistics and supply
chain community in Hong Kong and PRD region with market and technology intelligence
for industry users to locate and adopt new technologies, for technology vendors to identify
market needs so as to develop relevant applications and for R&D parties to gain inspiration

from global technology landscape and to identify prevailing technology gaps for further R&D.

This Publication, namely “LSCM Market Intelligence Report (Issue 3) — January 2009” is to
share findings from on-site company visit exercise focusing on trucking industry in Hong Kong.
In addition, a new set of findings contributed from 20 more manufacturing companies from
mainland China were added subsequent to Issue 1-Manufacturing* we published in August
2008. We got also an updated status of China’s RFID industry development and more cases
on RFID adoption and application in relevant industries in China presented in this issue. In
forthcoming issues, the Project Team will study more industries and stay connected with

stakeholders along the supply chain (a total of 400 companies are in the visiting plan).

*Download Site: http://www.lscm.hk/pages/files/news/publication/LSCM_MI_Report_1.pdf
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PROJECT TEAM

It has been our mission to provide market intelligence and we place emphasis on enabling
technologies which are essential for us to carry on our commitment and dedication to
technology development. To support the study, the Project Team has pulled in expertise from
the LSCM R&D Centre as well as professionals from the industry in Hong Kong and mainland
China to take a combination of approaches to gather industry problems, technology needs
and technology development gaps in Hong Kong and PRD while keeping a close watch on
technologies, policies and standards developments in China.

To gather extensive market intelligence from logistics and supply chain community in Hong
Kong and PRD, the Project Team is proud to partnering with the Hong Kong Productivity
Council and Research Center for Modern Logistics Technology and Management of Lingnan
(University) College, Sun Yat-Sen University to carry out the collaborative work in the region.
They are experienced in conducting surveys and have good industry network to support our
broad-based market study.

Hong Kong Productivity Council

Hong Kong Productivity Council (HKPC) is a public body established by legislation of Hong
Kong with 40 years of history in serving manufacturing and related servicing industry. The
mission of HKPC is to help HK enterprises to improve productivity and enhance value along the
value chain in terms of consultancy service, training, technology transfer and other programs.

Role in the Project

® Advise on research methodology
® Carry out in-depth interviews with enterprises in Hong Kong
e Liaise with local industries and promote project results

Research Center for Modern Logistics Technology and Management
Lingnan (University) College, Sun Yat-Sen University

Founded in July 2002, Research Center for Modern Logistics Technology and Management is
a leading research institute of Sun Yat-sen University. The mission of the Center is to foster
excellence in cutting-edge logistics research, education, and industrial collaboration in order
to promote the development of modern logistics in China.

The Center is committed to research, education, and industrial collaboration of various
aspects of logistics management. Logistics problems among the research domains of
the Center include logistics system analysis and design, regional logistics strategy and
planning, organizational logistics system design and optimization, distribution center
design, transportation management and routing optimization, organizational supply chain
management, management information systems in logistics and supply chain.

Role in the Project

® Carry out in-depth interviews with enterprises in PRD

® Liaise with industries in PRD and promote project results
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On the China Watch part, the Project Team has partnered with RFID China Alliance to have a
close watch on the new developments in China. It has an extensive network that the project
team members can leverage in gathering information about technology adoption, policy
changes and development of national RFID standard in China.

RFID China Alliance

RFID China Alliance is the only non-profit industrial association on RFID in China. The Alliance,
comprised of RFID chip, label, middleware, reader, and printer solution providers, was founded
on Nov 5, 2005, under the leadership of the Ministry of Information Industry (Mll) of the
People’s Republic of China. Its core responsibility is to promote RFID’s industrial development
in China, and provide up-to-date information on RFID Chinese governmental policy, latest

technological developments while holding an open attitude on RFID standards and protocol.

Role in the Project

® Closely monitor the policy and standard developments in China

® Provide regular update on RFID adoption and application among industries in China

The following are core members of the Project:

Project Coordinator and Principal Investigator
Mr. Anthony KWOK
Manager, Industry & Technology Programs, LSCM R&D Centre

Deputy Project Coordinator and Co-Investigator
Dr. Frank TONG
Director, Research and Technology Development, LSCM R&D Centre

Co-Investigator
Dr. Terry YE
Director, Research and Technology Development, LSCM R&D Centre

Dr. Lawrence CHEUNG
Principal Consultant, IT Industry Development, HKPC

Mr. William CHAN
Consultant, LSCM R&D Centre

Dr. Benjamin YEN
Associate Professor, School of Business, HKU

Project Manager
Ms. Kelly LAM
Marketing Manager, LSCM R&D Centre




L |
[ ]

ACKNOWLEDGEMENTS

The Project Team would like to thank many organizations and individuals who have

contributed to the development of this publication.

We own special thanks to the following companies, which participated in in-depth interviews
to share invaluable opinions with us. Without their willingness to assist the project team in
understanding the industry needs and technology capabilities, the analysis of findings and this
report would not have been at all possible.

Cargo System Warehouse & Transport Limited

EAC Prosperity Logistics Enterprise Limited

Elephant Transportation Co., Ltd.

Exclusive Container Drayage Limited

Fortune Mind Transportation Co., Ltd.

Golden Fame Shipping Limited

Good Vision Logistics Co., Ltd.

Kania Logistics Limited

Newcity Transportation Limited

Orient Trucking Limited

Sagawa Express (H.K.) Co. Ltd.

Vanquish Container Transportation Limited

Wah Kee Sea Land Transportation Limited

Zielona Transport Limited

We would like to express our appreciation to the following industry support organizations,

which helped us to promote the project activities and related results by all means.

Digital Trade and Transportation Network Limited

Federation of Hong Kong Industries - Transport and Logistics Services Council

GS1 Hong Kong

Guangdong and Hong Kong Feeder Association Limited

Guangdong RFID Technology Service Center

Hong Kong Association of Freight Forwarding And Logistics Ltd

Hong Kong CFS and Logistics Association Ltd

Hong Kong Logistics Association

Hong Kong Productivity Council

Hong Kong Science & Technology Parks Corporation

Hong Kong Shippers’ Council

Hong Kong Trade Development Council

Hong Kong Wireless Development Centre

Hong Kong Wireless Technology Industry Association




L |
[ ]
BACKGROUND

ACKNOWLEDGEMENTS

Gratitude to the collaborating organizations and many research consultants from these

organizations who, over the months, have played such an important role in this project:

Dr. Lawrence Cheung

Prof. Chen Gongyu
Dr. Zhang Hongbin

Madam Zhang Qi
Mr. David Ouyang

We have received the whole-hearted support of many individuals. We are grateful to our

Co-Investigator, Dr. Benjamin Yen for imparting his value added time, expertise and feedback.

Our heartfelt appreciation also goes to our external consultant, Ms. Grace Wong for her

support and hard work, despite having to work at odd hours and at Christmas holidays.

Acknowledgement is also due to our Co-Investigator, Mr. William Chan who assisted the
project team to liaise with collaborating patties in China and PRD during various stages which

facilitated the release of this report.

Last, and most important, thanks to the colleagues of the LSCM R&D Centre-specifically
Management Team, Industry and Technology Programs Team, Administration Team and PR &
Corporate Communication Team for their dedication and unfailing support to this project.




I 1L0ON S(d0L1L1Aad3i




Share and Learn — Attendees
benefited from Market and
Technology Intelligence

In November 2008, more than 150 industry
practitioners joined our Industry and
Technology Forum.

The forum featured several presentations
on the latest trends and research on
supply chain management through market
intelligence studies and survey results. Two
panel discussion sessions covered pertinent
topics for supply chain professionals and
researchers to exchanges views and network.

To download the full reports and learn
more about the project “Market Intelligence
Study”, visit www.lscm.hk/mi.

How to Join Us?

Valuable market and technology intelligence
from supply chain experts as well as sharing
of latest RIFD industry development await you.
Industry-support Organizations and enterprises
can join us as Supporting Organization, Industry
Sponsor or Centre Member. Anyone who is not
a LSCM member but interested in becoming
one, email us at membership@lscm.hk.

EDITOR'S NOTE

Submit your R&D Project
Applications Now

The LSCM R&D Centre is inviting applications
for research and development projects. Please
visit www.lscm.hk for technology themes and
application procedures.

Deadline for Applications:
20 February 2009, 5:00 pm (HK Time)

Don’t Miss the LSCM Annual
Conference 2009

"
LSEM ANNUAL D .
CONFERENCE == C

INNOVATION IN ACTION m
']

The first LSCM Annual Conference 2009
will be held on 6 March 2009 at the Marco
Polo Hong Kong Hotel. It aims to bring
government officials, R&D experts, and
business professionals from all over the
world together to share experiences and
explore opportunities in the areas of
application and technology innovations in
logistics and supply chain management and
related fields. Mark your calendar and visit
www.lscm.hk for more information.
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XECUTIVE SUMMAR

In the light of the background as introduced, one of the main roles of the LSCM R&D
Centre includes empowering the logistics and supply chain community in Hong Kong
and PRD with market and technology intelligence. The LSCM R&D Centre was awarded a
2-year project, titled “A Market Intelligence Study on Enabling Technologies for Industries
related to Logistics & Supply Chain Management” in 2008 to focus its efforts on the study
of enabling technology areas which are of the greatest industry concerns. Accordingly,
the release of a suite of LSCM Market Intelligence Report that offers industry players with
analytical results from in-depth interviews from a wide spectrum of industries is a major
work that we have been undertaking. We have benefited from the views gathered through
a series of on-site company visits, forums and meetings along with finding cause for
both requirement and concern from local industries. To provide both research users and
providers with a comprehensive view on RIFD industry development, we also offer featured
report on policy, standardization and the adoption & application of RFID Technology in
relevant industries in China on a regular basis.

The LSCM R&D Centre had published LSCM Market Intelligence Report (Issue 1) in
August 2008 to share initial findings which were based on information collected from 25
manufacturing companies. In this current issue, a new set of findings contributed from
another 20 manufacturing companies from mainland China were presented and some
consistent findings between the two sets of data were noticed and summarized in Section
8 of Broad Coverage. For instance, the two groups both realized that procurement of raw
materials and production were the most time consuming and costly process within their
operation. Among various applications, Accounting (ACC) and Enterprise resource planning
(ERP) were widely adopted by manufacturing companies. The study also found that
improvement on operational efficiency and data quality would motivate manufacturing
companies to upgrade their technological capabilities. When asked which level describes
the best their current I.T. application status, over 50% of the respondents believed that
they were “Full I.T. implementation with integration with other internal systems”. In
addition, technology was ranked as top concern among the three areas (People/Budget/
Technology) when deploying an I.T. application. The rankings are revealing and majority
of the respondents believed that I.T. can help enhancing their competitiveness in facing
unfavorable business environment. However, we observed that manufacturing companies
have not fully utilized information technology to collaborate with their business partners
such as information platform. At this point, the difficulties in I.T. adoption were further
spelt out in Section 4-6 of Broad Coverage.

The trucking industry is an important component of Hong Kong’s logistics industry, trucking
companies and trucks are link between manufacturers and other parties along the supply
chain to retailers, eventually to consumers. We observed that the 15 truckers from Hong
Kong participating in the in-depth interview exercise had low I.T. adoption level and weak
I.T. knowledge. When asked which level describes the best their current I.T. application
status, over 70% of the respondents believed that they applied limited I.T. solution to
automate a specific area of operations. The phenomenon was apparent when industry
specified applications were prompted to indicate, for instance adoption rate on containerized
logistics management and portal solutions were low (Details refer to Section 3.1-3.3 of Broad
Coverage). The study also found that difficult to cope with rapid technological changes
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and limited budget were the top two challenges perceived by truckers in adopting I.T.
applications. As far as improving operational efficiency and customer service are concerned,
these two factors would motivate truckers to upgrade their technological capabilities.
Nevertheless, budget was ranked as top concern among the three areas (People / Budget /
Technology) when deploying an I.T. application (Details refer to Section 4.1-4.3 of Broad
Coverage). Despite the technological aspects, the current position and problems faced by
trucking companies were examined. Respondents expressed that Hong Kong logistics industry
is a shrinking industry, they also believed that Shenzhen is replacing Hong Kong’s position.
Truckers should consider moving upwards along the strategic position map from merely
delivery service to value added service as explained in Section 8.2-8.4 of Broad Coverage.

Following the review of the development of China’s information industry in 2007 that we
published in LSCM Market Intelligence Report (Issue 1), an update on the performance
of China’s information industry in first half of 2008 was added in this current issue. The
article “Policy of China RFID Industry Development” published in the “Global/China Watch”
section shares the rapidly growing areas within information industry, for instance software
I.T. services saw the fastest growth and accounted for a rise of 44.7% in terms of revenues.
From the said article, key contents from the “Development Plan of the Golden Card Project
and National Applications of IC Card (2008 to 2013)” (hereinafter to be called as “The Plan”)
compiled by the Office of National Golden Card Project Coordination Leading Group, related
departments and ministries and the pilot cities and provinces of Golden Card Project were
summarized. Officially published on January 24, 2008, “The Plan” has formulated its major
roles and development focus in the next five years in addition to policies and measures.
For those involved with research should pay attention to the “Application Guide of the Key
Projects in Advanced Manufacturing Technology 2008 (RFID Technology and Applications) -
National High-tech R&D Program (863 Program)” issued by the Ministry of Science and
Technology in September 2008 for schemes to support as proposed in the guide (Details
refer to Section 1-3, “Policy of China RFID Industry Development” of Global/China Watch).

It is undoubtedly true that informatization has become a hot development trend worldwide.
It is also an important force in driving economic and social transformations. The circular issued
by the National Development and Reform Commission about pilots of informatization aimed
to promote autonomous and innovative technology in applications in which informatization
in the transportation sector, improvement of product logistics with lower energy consumption
and improvement of quality and efficiency of national economy were part of the works to
focus. In the last section, key projects “Macro-control of Grain and Research & Demonstration
of Key Information Protection Technology” under the National Key Technology R&D Program
in the 11th 5-Year Plan covering four main areas were introduced with an aim to modernize
the grain industry with I.T. and increase macro-control of grain (Details refer to Section 4-5,
“Policy of China RFID Industry Development” of Global/China Watch).

Lastly, more practical applications of RFID technology in relevant industries in China
were presented geographically. Examples included: the trial run of “Electronic Gate” at
Huanggang Custom in Shenzhen, non-stop Electronic Toll Collection (ETC) on all Highways
at Hubei, tracking and monitoring of live pigs and vegetables supplied to Hong Kong with
RFID technology, etc. (Details refer to “The Adoption & Application of RFID Technology in
Relevant Industries in China” of Global/China Watch).




d89VvVd3IAO0T] Aaviodd




BROAD COVERAG

The essential details presented in this section are based on information collected from
15 trucking companies from Hong Kong and 20 manufacturing companies from mainland
China respectively. All interviews were carried out by research consultants between July and
October in 2008, the average duration per interview took approximately 1.5 to 2 hours. For
each company, the research consultant is required to probe opinions and stimulate discussion
surrounding the company’s demand and aspiration to new technologies, user requirement
specifications, adoption and barriers to new technologies, logistics and supply chain product
knowledge, industry issues as well as how government policies will affect industry operations.
To maintain consistency of interview approach, a suite of industry focused discussion guide
was in use (Appendix A-Trucking and Appendix B-Manufacturing) and the following diagram
outlines the methodology of the study.

1st Draft of
Discussion Guide

Solicit comments
from industry
players and
researchers

Analysis

and Reporting

Project Team to
discuss requirements,
target list and
visiting plan

Interim Review with
project team

on data quality and

visiting plan

Review Meeting
with research
consultants

Fieldwork in
Hong Kong and
Mainland China

Revision of
Discussion Guide
Review Meeting

with research
consultants

Pilot Visit:
On-site interviews
(minimum
2 samples)

Revision of
Discussion Guide
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PROFILE OF PARTICIPANTS

1 Profile of Participants

Trucking Industry

1.1 Profile of Participants by Business Nature

Among the 15 participants who engaged in Hong Kong trucking industry, they are classified
according to business nature which was summarized in the following table. Local transportation
services accounted for 27% (4 out of 15), Local and cross border transportation services
accounted for 33% (5 out of 15) whereas Local and cross border transportation services with
warehouse and/or support activities for transportation accounted for 40% (6 out of 15).

1.1 Table
Analysis of Participants by Business Nature

Local Transportation Services 4 27%
Local and Cross Border Transportation Services 5 33%
Local and Cross Border Transportation Services with 6 40%
warehouse and / or support activities for transportation

Total 15 100%

1.2 Profile of Participants by Employee Size

Among the 15 truckers in Hong Kong, 5 out of them employed more than 100 staffs. Truckers
who employed with 20-50 staffs also accounted for the same percentage (i.e. both accounted
for 33%). It was followed by less than 20 (accounted for 20%); 51-100 was the least (accounted
for 13%), details were summarized in the following table.

1.2 Table
Analysis of Participants by Employee Size

<20 3 20%
20-50 5 33%
51-100 2 13%
> 100 5 33%
Total 15 100%

1.3 Profile of Participants by Job Title

Among the 15 truckers in Hong Kong participating in the survey, 9 out of them were graded
CEO or Director (accounted for 60%) and the rest were all Managers.

1.3 Table
Analysis of Participants by Job Title

CEO 1 7%

Division Head / Director 8 53%
Manager 6 40%
Total 15 100%
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PROFILE OF PARTICIPANTS

1.4 Profile of Participants by Fleet Size

While analyzing the participants in terms of fleet size, 14 out of the 15 truckers shared fleet
size information with us. The majority of the participants had fleet size between 20 to 50
(accounted for 40%), only 1 participant stated that he owned over 100 goods vehicles. Details
refer to the following table.

1.4 Table
Analysis of Participants by Fleet Size

< 20 4 27%
20-50 6 40%
51-100 3 20%
> 100 1 7%
Not Specified 1 7%
Total 15 100%

1.5Profile of Participants by Mode of I.T. Employment

While analyzing the participants’ mode of I.T. employment, 14 out of the 15 truckers shared the
required information with us. The findings indicated that the majority of them adopted Outsourced
model (accounted for 67%), whereas 4 truckers employed I.T. staff on their own (accounted for 27%).

1.5 Table
Analysis of Participants by Mode of I.T. Employment

Outsourced 10 67 %
Internal Staff 4 27%
Not Specified 1 7%

Total 15 100%
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PROFILE OF PARTICIPANTS

Manufacturing Industry

1.6 Profile of Participants by Industry Sector

Among the 20 manufacturers from mainland China participating in the survey, they engaged
in different industries which were summarized in the following table. Electronic industry
accounted for 35% (7 out of 20), whereas Garment industry ranked next which accounted for
25% of the total response (5 out of 20).

1.6 Table
Analysis of Participants by Industry Sector

Electronic 7 35%
Garment 5 25%
Chemical 2 10%
Machinary 2 10%
Others 2 10%
Packaging 1 5%

Toys 1 5%

Total 20 100%

1.7 Profile of Participants by Job Title

Among the 20 manufacturers from mainland China participating in the survey, 10 out of them
were graded Manager (accounted for 50%) followed by Director grade (accounted for 30%).
Details refer to the following table.
1.7 Table

Analysis of Participants by Job Title

Director 6 30%
Manager 10 50%
Planner 2 10%
Not Specified 2 10%
Total 20 100%

1.8 Profile of Participants by Employee Size

Among the 20 manufacturers from mainland China, 7 out of them employed less than 1,000
staffs (accounted for 35%). Manufacturers who employed with 3,001-10,000 staffs ranked next
(accounted for 30%). It was followed by 1,001-2,000 (accounted for 20%); 2,001-3,000 was the
least (accounted for 15%). Details refer to the following table.
1.8 Table

Analysis of Participants by Employee Size

1-1,000 7 35%
1,001-2,000 4 20%
2,001-3,000 3 15%
3,001-10,000 6 30%
10,000> 0 0%

Total 20 100%
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FINDINGS

2 Business Process

Trucking Industry

In this section, 15 truckers from Hong Kong participating in the survey explained their business
operations to identify information flows and technology needs. It was found that their

businesses were almost running like what we described in below generic workflow diagram.

2a Diagram

Generic Workflow Diagram of Trucking Industry
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FINDINGS

2.1 Most Important Information Flow

Among the different information flows, participants were prompted to identify the most
important one according to their business operation. Findings were summarized in the following
table. Among the selections, Customer Relationship Management ranked the highest (accounted
for 17%); it was followed by Accounting System (accounted for 13%) and Business Intelligence/

Decision Support Systems & Query/Reporting Solutions (accounted for 12%).

2.1 Table
Analysis by Most Important Information Flow

Customer Relationship Management 17%
Accounting Solutions 13%
Business Intelligence / Decision Support Systems & Query / Reporting Solutions 12%
Human Resources Management 12%
Sales Order Processing & Fulfillment Systems 10%
Management Information Systems 8%
Point of Sales 8%
Enterprise Resources Planning 6%
Information & Knowledge Management Solution 6%
Sales Force Automation Systems 6%
Manufacturing Resource Planning 4%
Total 100%

2.2Most Time Consuming Process
All the 15 participants provided information on their most time consuming process. The findings
suggested that Customs Clearance ranked the highest (accounted for 35%), it was followed by

Delivery/Pick Up of Container or Cargos from Terminals and Warehouses (accounted for 26%).

2.2 Table
Analysis by Most Time Consuming Process

Customs Clearance 35%
Delivery / Pick Up of Container or Cargos from Terminals and Warehouses 26%
Loading and Unloading Cargo 22%
Many Charges are Required 9%
Customer Order Clarification 4%
Traffic Conditions 4%
Total 100%
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FINDINGS

Manufacturing Industry

In this section, 20 manufacturers from mainland China participating in the survey explained their
business operations to identify information flows and technology needs. It was found that their

businesses were almost running like what we described in below generic workflow diagram.

2b Diagram
Generic Workflow Diagram of Manufacturing Industry
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FINDINGS

2.3Most Important Information Flow

2.3 Table
Analysis by Most Important Information Flow

Among the different information flows, participants were prompted to identify the most
important one according to their business operation. Findings were summarized in the following
table. Among the selections, Material Requirement ranked the highest (accounted for 16%); it
was followed by Production Schedule (accounted for 11%) and Purchasing (accounted for 11%).

Material Requirement 16%
Production Schedule (Product Control Management) 11%
Purchasing 1%
FAZHI 5%
Design and Procurement 5%
Manufacturing 5%
Shipment & Warehouse Management 5%
Collaboration 5%
New Product Development 5%
Implementing TPS 5%
Every Process 5%
Planning 5%
Logistic Demand 5%
Warehousing 5%
Order Receiving 5%
Total 100%

2.4 Table
Analysis by Collaborating Areas along the Supply Chain

2.4Collaboration with Other Business Partners along the Supply Chain

Participants were asked the areas that collaborating with other business partners along with
supply chain. It was indicated that Phone, fax, mail ranked the highest (accounted for 32%), it
was followed by Material supply (accounted for 14%) and Procurement (accounted for 11%).

Phone, Fax, Email 32%
Material Supply 14%
Procurement 11%
Keep good partnership 7%
MSN, QQ 4%
Time Reliability / Quality of materials / Effective operation of 3PLs 4%
System Connection 4%
Settlement Process 4%
New product development requirement 4%
Safety of transportation 4%
Credits problems with customers 4%
Communication with supplier 4%
Quality problems with 3PL 4%
Production Management 4%
Total 100%
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FINDINGS

2.5Pain Point in Business Operation

Regarding the pain point(s) they encountered in their business operations, participants regarded
Insufficient government support received the highest weighting (accounted for 37%), it was
followed by Customs (accounted for 26%).

2.5 Table
Top 2 Highest Pain Point in Business Operation

Insufficient Government support 37%
Customs 26%
Nil 16%

2.6 Most Time Consuming Process

Participants were further prompted to indicate the most time consuming process. The findings were
summarized in the following table. It was found that Production and Procurement of raw materials
both ranked the highest (accounted for 33% each), it was followed by R&D which accounted for 8%.

2.6 Table
Analysis by Most Time Consuming Process

Production 33%
Procurement of Raw Materials 33%
R&D 8%
Development 4%
Shipping 4%
Customs 4%
Traffic Jam Issue 4%
Material Planning 4%
FAZHI 4%
Total 100%

2.7 Most Costly Process

Among the different processes, participants regarded that Production was the most costly process
within their business operations (accounted for 39%), whereas Procurement of raw materials
ranked second (accounted for 34%) and it was followed by Labour cost (accounted for 9%).

2.7 Table
Analysis by Most Costly Process

Manufacturing (Production) 39%
Procurement 17%
Purchasing material 17%
Labour cost 9%
Transportation 4%
R&D 4%
Development cost for new product 4%
Marketing 4%
Total 100%
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3 Current L.T. Applications

Trucking Industry

In this section, current I.T. applications and level of usage out of the 15 truckers from Hong

Kong were examined.

3.1 Analysis on Current I.T. Applications
The 15 truckers were asked to provide information on their current I.T. applications and their
satisfactory level were examined (Satisfactory Level: 1=Less satisfactory; 5=Most satisfactory). All

participants provided information and the findings were summarized in the following table.

Among the various applications, ACC, GPS and FMS were the top three most popular
applications adopted by participants, which accounted for 87%, 53% and 47% respectively.
Whereas it was noteworthy to find that Containerized Logistics Management had a low
adoption rate. For instance, only 3 participants (20%) are currently using RFID and 2

participants (13%) using E-seal.

3.1 Table
Analysis of Participants’ Current I.T. Applications

Accounting 13 87% 9 69%
Global Positioning System (GPS) 8 53% 6 75%
Fleet Management System (FMS) 7 47% 4 57 %
General Packet Radio Service (GPRS) 6 40% 3 50%
Total Maintenance Solutions (TMS) 5 33% 3 60%
Geographic Information system (GIS) 5 33% 1 20%
Invoice Process 5 33% 4 80%
Customer Relationship Management (CRM) 4 27% 3 75%
Electronic Cargo Manifest (EMAN) 4 27% 1 25%
Radio Frequency Identification (RFID) 3 20% 1 33%
E-SEAL 2 13% 0 0%
Warehouse Management System (WMS) 2 13% 2 100%
Human Resoucese 1 7% 0 0%
Customer tracking of goods 1 7% 0 0%
(DDiE_I:j_EI'EIe\aII)Trade & Transporation Network 0 0% 0 0%
PDA 0 0% 0 0%
%nB-_?I(;;ard Trucker Information System 0 0% 0 0%
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3.1 Chart
Analysis of Participants’ Current L.T. Applications
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3.2 Analysis on Related I.T. Applications

3.2 Table
Analysis on Related I.T. Applications

14

Participants were further promoted for specifying the I.T. applications related to trucking industry.
The findings suggested that only 3 out of 15 participants (accounted for 20%) were currently using
Containerized Logistic Management. Details were summarized in the following table.

Containerized Logistics Management 3 20%
Currently Using E-Seal 2 13%
Joined OBTIS 2 13%
Currently L.T. Portals 1 7%
Currently Using eTR 2 13%
Currently Using DTTN 0 0%
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3.3 Analysis on Current I.T. Application Status

In this section, participants were asked to select the most describing sentence for their current
I.T. application status. Results were shown in the following table.

The majority of the truckers believed that they were in the stage of “Apply limited I.T. solution
to automate a specific area of operations (e.g. document management system, warehousing
system but not full ERP, finance & accounting system only, etc.)”, 11 out of 15 respondents
opted for this stage, which accounted for 73% of the total respondents. It was followed by
the stage “Full I.T. implementation with integration with other internal systems”, 2 out of 15
respondents opted this sentence, which accounted for 13% of the total respondents.

3.3 Table
Analysis of Participants’ Current I.T. Application Status

1 Totally manual, no hardware & software 0 0%

2 No knowledge and awareness of I.T. application. The company has no
I.T. solution to solve for daily operating issues (except MS Office, public 0 0%
email account, etc.)

3 Have knowledge and awareness of I.T. application but don’t use 1 7%
any L.T. solution (except MS Office, public email account, etc.) 0

4 Apply limited I.T. solution to automate a specific area of
operations (e.g. document management system, warehousing 11 73%
system but not full ERP, finance & accounting system only, etc.)

5 Full I.T. implementation with an integration with other internal systems 2 13%

6 Full I.T. implementation with an integration with both internal and 1 79
external systems g

Total 15 100%
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Likewise, in this section, current I.T. applications and level of satisfaction out of the 20

manufacturers from mainland China were examined.

3.4 Analysis on Current |.T. Applications

The 20 manufacturers were asked to provide information on their current I.T. applications and
their satisfactory level were examined (Satisfactory Level: 1=Less satisfactory; 5=Most satisfactory).
All participants provided information and the findings were summarized in the following table.

Among the various applications, ACC, HR and ERP were the top three most popular
applications adopted by participants, which accounted for 90%, 85% and 80% respectively;
whereas among the satisfaction level for these three applications, ACC accounted for 90%, HR

accounted for 47% and ERP accounted for 69% respectively.

3.4 Table
Analysis of Participants’ Current I.T. Applications and Satisfaction Level

ACC 18 90% 18 90%
HR 17 85% 8 47 %
ERP 16 80% 11 69%
SIM 16 80% 1 69%
PO 15 75% 10 67%
MRP 14 70% 8 57%
WMS 14 70% 8 64%
CAD / CAM 1 55% 8 73%
Bar Code 8 40% 5 63%
EDI 7 35% 5 71%
WiFi 7 35% 7 100%
CRM 5 25% 1 20%
FMS 3 15% 0 0%

GPS 2 10% 2 100%
PDA 2 10% 2 100%
BI 1 5% 0 0%

RIFD 0 0% 0 69%
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3.4 Chart
Analysis of Participants’ Current .T. Applications
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3.5Analysis on Current I.T. Application Status

In this section, participants were asked to select the most describing sentence for their current
I.T. application status. Results were shown in the following table.

The majority of the manufacturers believed that they were in the stage of “Full I.T.
implementation with integration with other internal systems”, 11 out of 20 respondents opted
for this stage which accounted for 55% of the total respondents. It was followed by the stage
“Apply limited I.T. solution to automate a specific area of operations (e.g. document management
system, warehousing system but not full ERP, finance & accounting system only, etc.)”, 8 out of 20
respondents opted this sentence, which accounted for 40% of the total respondents.

3.5 Table
Analysis of Participants’ Current I.T. Application Status

1 Totally manual, no hardware & software 0 0%
2 No knowledge_and awareness of L.T.. application. The company has no I.T. solution 0 0%

to solve for daily operating issues (except MS Office, public email account, etc.) g
3 Have knowledge and awareness of I.T. application but don’t use any 0 0%

I.T. solution (except MS Office, public email account, etc.)

4 Apply limited I.T. solution to automate a specific area of operations
(e.?. document management system, warehousing system but not 8 40%
full ERP, finance & accounting system only, etc.)

5 Full I.T. implementation with an integration with other internal systems 11 55%

6 Full I.T. implementation with an integration with both internal and 1 50
external systems 0

Total 20 100%




Rl
1L
BROAD COVERAG

FINDINGS

3.6 Analysis on Improvements Noticed After I.T. Adoption

In this section, participants were prompted to share with the improvements they had noticed
after I.T. adoption. As it was an open-ended type question, participants were allowed to
suggest more than one improvement. The findings were summarized in the following table.
The findings indicated that Increase operation efficiency ranked the highest (26%), it was
followed by Better data management (14%) and Improve information flow (12%).

3.6 Table
Analysis on Improvements Noticed after I.T. Adoption

Increase Operation Efficiency 26%
Better Data Management 14%
Improve Information Flow 12%
Better Business Process Management 9%
Better Management Information 7%
Reduce Human Error 7%
Better Inventory Control 7%
Better Material Control (Material Planning) 5%
Save Labour Force 5%
Reduce Operation Cost 2%
Customer Recognition 2%
Increase Productivity 2%
Improve Accouting Audit Efficiency 2%
Total 100%

3.7 Analysis on Usage of Information Platform

In addition, participants were asked if they were using information platform to collaborate
with business partners. The finding suggested that 11 out of 20 participants (accounted for
55%) were not using whereas 7 participants (accounted for 35%) were using. 2 participants
expressed that they are planning to use, details refer to the following table.

3.7 Table
Analysis on Usage of Information Platform

Yes 7 35%
No 11 55%
Planning, Not Yet 2 10%
Total 20 100%

3.8 Analysis of Participants by Perceived Competitiveness

In addition, participants were asked the perceived competitiveness of their current technology
solutions Vs the industry today (1=Less competitive; 5=Most competitive). The results
suggested that 55% of the participants perceived their current technology solutions were
ranked between levels 4 to 5. Detailed findings were summarized in the following table.

3.8 Table
Analysis of Participants by Perceived Competitiveness

% of Participants 5% 5% 33% 35% 23% 100%
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4 1.T. Applications Barriers and Concerns

Trucking Industry

In this section, the biggest challenges in I.T. applications and the motivating factors perceived
by truckers in adopting I.T. were examined. In addition, participants were prompted to rank
the importance of 3 factors (People, Budget and Technology) in deploying I.T. application in
their company.

4.1 Analysis of Participants by Perceived Competitiveness

The 15 truckers were asked to indicate the major challenges they faced with technology
adoption (1=Less challenging; 5=Most challenging). The findings indicated that Difficult
to cope with rapid technological changes ranked the highest (accounted for 60%), it was
followed by Limited budget (accounted for 53%) and Shortage of skilled I.T. people (accounted
for 50%). Details refer to the following table.

4.1 Table
Analysis on Major Challenges Perceived by Participants

Difficult to Cope with Rapid Technological Changes 15 9 60%
Limited Budget 15 8 53%
Shortage of Skilled IT People 14 7 50%
Difficult to assess ROI 15 7 47%
User’s Recognition on Application Value is Low 15 7 47%
Lack of Industry / Government Support 14 7 50%
Complexity of Application 14 5 0%
Data Integration 14 4 29%

4.2 Analysis on Motivating Factors

The 15 truckers were prompted to rate the most important motivating factors when deciding
to enhance or upgrade their technological capabilities and customer offering (1=Less
important; 5=Most important). The findings indicated that Improves operation efficiency/
productivity ranked the highest (accounted for 93%), it was followed by Improves customer
service (accounted for 87%) and Improve data quality (accounted for 80%). The findings were

summarized in the following table.




BROAD COVERAGE

FINDINGS

4.2 Table
Analysis on Motivating Factors

Improves Operational Efficiency / Productivity 15 14 93%
Improves Customer Service 15 13 87%
Improves Data Quality 15 12 80%
Clear ROI 15 10 67%
Corporate Image 15 9 60%
Direct Customer Request 15 8 53%
Reduce Labor Costs 15 8 53%
Reduce Human Error 15 8 53%

4.3 Analysis on Rankings among People, Budget and Technology

In addition, the 15 truckers were invited to rank on the three concern areas in deploying an
I.T. application (People/Budget/Technology). Among respondents’ provided information,
the majority ranked Budget as the top concern (accounted for 73%), 27% of them ranked
Technology as the top concern (27%). The findings were summarized in the following table.

4.3 Table
Analysis on Rankings among People, Budget and Technology

Number of Respondents who 1
ranked as top concern

4.3 Chart
Analysis on Rankings among People, Budget and Technology

Technology as
Top Concern
27%

Budget as
Top Concern
73%

People as
Top Concern
0%
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Similar questions for the 20 manufacturers from mainland China on the biggest challenges in I.T.
applications and the motivating factors perceived by them in adopting I.T. were examined. In
addition, participants were prompted to rank the importance of 3 factors (People, Budget and
Technology) in deploying I.T. application in their company.

4.4 Analysis on Participants by Perceived Competitiveness

The 20 manufacturers were prompted to indicate the biggest challenges they faced with
technology adoption (1= Less challenging; 5=Most challenging). The findings were summarized
in the following table. The findings indicated that Difficult to assess ROl ranked the highest
(accounted for 54%), it was followed by User’s recognition on application is low (accounted for
44%) and Data integration (accounted for 41%).

4.4 Table
Analysis on Major Challenges Perceived by Participants

Difficult to Assess ROI 13 7 54%
User’s Recognition on Application Value is Low 16 7 44%
Data Integration 17 7 41%
Business Process Reengineering 18 7 39%
Lack of Industry / Government Support 13 5 38%
Shortage of Skilled IT People 17 6 35%
Limited Budget 19 4 21%
gLf:Lc;é‘g to Cope with Rapid Technological 15 3 20%
Complexity of Application 15 3 20%
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4.5 Analysis on Motivating Factors

The 20 manufacturers were prompted to rate the most important motivating factors when
deciding to enhance or upgrade their technological capabilities and customer offering (1=Less
important; 5=Most important). The findings were summarized in the following table. The
results indicated that Improves operation efficiency/productivity ranked the highest (accounted
for 95%), it was followed by Improves data quality (accounted for 79%) and Reduce human
error (accounted for 67%).

4.5 Table
Analysis on Motivating Factors

Improves Operational Efficiency / Productivity 19 18 95%
Improves Data Quality 19 15 79%
Reduce Human Error 18 12 67%
Improves Customer Service 20 12 60%
Reduce Labor Costs 20 12 60%
Corporate Image 19 11 58%
Clear ROI 16 8 50%
Direct Customer Request 17 8 47%

4.6 Analysis on Rankings among People, Budget and Technology

The 20 manufacturers were further asked to rank on the three concern areas in deploying an L.T.
application (People/Budget/Technology). Among respondents’ provided information, the majority
ranked Technology as the top concern (accounted for 70%), 20% of them ranked Budget and 10% of
them ranked People as top concern. The findings were summarized in the following table.

4.6 Table
Analysis on Rankings among People, Budget and Technology

Number of Respondents who

4.6 Chart
Analysis on Rankings among People, Budget and Technology

People as
Top Concern
10%

Technology as
Top Concern
70% Budget as
Top Concern

20%
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5 Industry Trends/Characteristics

Trucking Industry

5.1 Analysis on Industry Trends/Characteristics

In that section, the 5 truckers from Hong Kong were encouraged to express opinions on how
their industry characteristics would affect their technology application needs in the future.
The findings were categorized into Industrial Trend (Business Environment) and (Operating
Cost). As this section comprises open-ended type questions, participants were allowed to
suggest more than one opinion. Among the participants’ provided information, the results
indicated that the industry trends/characteristics were as follows:

Industrial Trend (Business Environment)

31% of them realized that Hong Kong logistic industry is a shrinking industry. It was followed by
opinion stating that Shenzhen is replacing Hong Kong in logistic industry, which accounted for 24%.
Industrial Trend (Operating Cost)

Increasing cost of petrol (22%) was regarded as the main trend in terms of operation cost; it
was followed by Decreasing profit margin (18%) and Global economy recession (9%).

5.1(a) Table
Industrial Trend (Business Environment)

Hong Kong Logistic Industry is a Shrinking Industry 31%
Shenzhen is Replacing HK (Yim Tin and Da Chan Bay) 24%
Sea is Replacing Land Transport 13%
Lack of Government Assistance 4%
HR Issue: Aging Problem 7%
Manufacturers Moving Northwards 1%
Believed that I.T. cannot Help 7%
Competition from Singapore 2%
Total 100%
5.1(b) Table
Industrial Trend (Operating Cost)
Increasing Cost of Petrol 22%
Decreasing Profit Margin 18%
Global Economy Recession 9%
Strong RMB Exchange Rate 7%
Stringent Requirement on Vehicle Exhaust (Euro Ill, Euro 1V) 7%
High Terminal Handling Charge 7%
PRC Customs Issue 6%
Green Lane Cannot Help 6%
Increase Investment in I.T. 4%
High Parking Rate 3%
High Truck Maintenance Cost 3%
New Labour Law Increase Operating Cost 1%
Weak US Currency 1%
Interest in e-Documentation Process 1%
Price Wars Within Industry 1%
High Warehouse and Container Yard Rate 1%
Total 100%
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5.2 Analysis on Industry Trends/Characteristics

Likewise, in that section, manufacturers from mainland China were asked to give opinions
on how their industry characteristics would affect their technology application needs in the
future. In addition, participants were prompted to share if they would have I.T. strategy to
adapt to such changes. Among participants’ provided information, the results indicated that
Increasing operation cost, decreasing profit margin was the mostly weighted industry trend
(37%), it was followed by Industrial practitioners tend to expand market (11%).

5.2 Table
Analysis on Industry Trends/Characteristics

Increasing Operation Cost, Decreasing Profit Margin 37%
Industrial Practitioners Tend to Expand Market 11%
Increasing Competition 10%
RMB Appreciation 8%
Global Economic Depression 6%
Government New Regulations 6%
Adopt New Strategies to Tap the Market 6%
Others (Pollution, Importation) 5%
Industrial Restructuring 3%
Shortage of Skilled Workers 3%
Small Factories Fading Out 3%
Total 100%
5.2 Chart

Analysis on Industry Trends / Characteristics
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5.3 Analysis on L.T Strategies to Adapt the Changes

While facing new business environmental changes, 12 out of 20 manufacturers indicated that
they did not have any L.T. strategies to adapt the market changes (accounted for 60%); whereas
only 5 participants (accounted for 25%) stated that they would adopt new I.T. strategies.

5.3 Table
Analysis on I.T Strategies to Adapt the Changes

Yes 5 25%
No 12 60%
Not Specified 3 15%

5.3 Chart
Analysis on I.T Strategies to Adapt the Changes

Not Specified
15%

No
60%

Yes
25%
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6 Future L.T. Applications

Trucking Industry

In this section, the 15 truckers were invited to provide information on their current L.T.

investment budget level and their future I.T. applications and were examined.

6.1 Analysis on Current I.T. Adoption Cost

Participants were further asked to provide information on the percentage of the total
investment in their I.T. adoption (Current I.T. investment cost to Revenue). 11 out of 15
respondents provided information and the results indicated that most of them invested 1-3%
of revenue into I.T. adoption (accounted for 33%). Detailed findings were summarized in the
following table.

6.1 Table
Analysis on Current |.T. Adoption Cost

Less than 1% 1 7%
1% - 3% 5 33%
4% - 6% 4 27%
7%-9% 0 0%
Over 9% 1 7%
Not Specified 4 27%
Total 15 100%

6.2 Analysis on Future L.T. Applications

The 15 truckers were asked to provide comments on their future I.T. strategic plan. As
this section comprises open-ended type questions, participants were allowed to suggest
more than one opinion. From participants’ provided information, the findings suggested
that Fleet management ranked the highest, which accounted for 18%; whereas Sales and
Marketing/Business Intelligence ranked second, which accounted for 15%. It was followed by

Communications which accounted for 13%, details refer to the following table.
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6.2 Table
Analysis on Future I.T. Applications

Analysis on Future I.T. Applications

Fleet Management 18%
Sales and Marketing / Business Intelligence 15%
Communications 13%
Truck Intelligence System 1%
Warehousing 10%
Supply Chain Track & Trace 10%
Supply Chain Security 10%
Regulations and Compliance Management 5%
Purcashing / Business Partner Relationship 3%
Direct link up with customers’s system 2%
Wireless Radio Frequency Data Collection Network 2%
Other 2%
Accouting 2%
Total 100%
6.2 Chart
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6.3 Analysis on Current |.T. Adoption Cost

Likewise, in that section, manufacturers from mainland China were asked were asked to
provide information on the percentage of the total investment in their I.T. adoption (Current
I.T. investment cost to Revenue). 9 out of 20 respondents provided information and the results
indicated that most of them invested less than 1% of revenue into I.T. adoption (accounted for
20%). Detailed findings were summarized in the following table.

6.3 Table
Analysis on Current |.T. Adoption Cost

Less than 1% 4 20%
1% - 3% 1 5%

4% - 6% 2 10%
7% or Above 2 10%
Not Specified 11 55%
Total 20 100%

6.4 Analysis on Future I.T. Applications

The 20 manufacturers were asked to provide comments on their future I.T. strategic plan.
As this section comprises open-ended type questions, participants were allowed to suggest
more than one opinion. From participants’ provided information, the findings suggested that
Production process control and management ranked the highest, which accounted for 23%;
whereas Sales and Marketing/Customer Relationship ranked second with 16%. It was followed
by Communications which accounted for 13%, details refer to the following table.

6.4 Table
Analysis on Future I.T. Applications

Production Process Control and Management 23%
Sales and Marketing / Customer Relationship 16%
Communications 13%
Purchasing / Supplier Relationship 8%
Warehousing & Distribution 8%
Supply Chain Track & Trace 8%
Compliance Management 8%
Product Design 5%
Supply Chain Security 5%
Forecasting / Event Management 5%
Others 100%




Rl
1L
BROAD COVERAGE

FINDINGS

6.4 Chart
Analysis on Future I.T. Applications
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6.5 Analysis on Whether L.T. is Able to Enhance Company’s Competitiveness
The 20 manufacturers from mainland China were further asked to provide opinion on whether
I.T. is able to enhance the company’s competitiveness (1=Less Agreeable; 5= Most Agreeable).
The finding indicated that 73% of the respondents ranked between levels 4 to 5.

6.5 Table
Analysis on Whether I.T. is Able to Enhance Company’s Competitiveness
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7 R&D Demand & Aspiration

Trucking Industry

In this section, the 15 truckers discussed their R&D demand and aspiration from government with

our consultants; and their interests on government sponsored R&D program were also examined.

7.1 Analysis on Current I.T. Adoption Cost

The 15 truckers were asked if they were interested in participating in R&D projects and their
preferences on:

* If government is willing to support 90% over the total cost of such R&D project, are you

willing to invest together with other companies within the industry the remaining amount
and share the project deliverables; and

* If government is willing to support 50% over the total cost of such R&D project, are you
interested in invest the remaining amount and own the IP rights of the project deliverables.

All the 15 respondents gave opinion and the findings were summarized in the following Table.

7.1 Table
Summary on Government Sponsorship R&D Scheme

Interested in Participating in R&D Projects 10 67%
(A) Government Support 90% Scheme 6 60%
(B) Government Support 50% Scheme / Company Own

the IP right “ 40%

7.2 Analysis on Interested Areas on LSCM R&D Roadmap
In this Section, the 15 truckers were asked to indicate their interested areas of LSCM R&D roadmap.
There were 9 participants out of 15 provided opinions and they were summarized as follows.

RFID Hardware & System

3 out of 9 (33%) participants indicated that they are interested in Theme 1 “Low Cost RFID Tag
Manufacturing Techniques” is set on easing the cost issue of adoption and deployment for RFID.

Networking & Infrastructure Technologies

7 out of 9 (78%) participants indicated that they were interested in both Theme 5, in the
infrastructure technologies track steers for low-barrier adoption of logistics IT with the
approach of “On-Demand Technologies for Logistics Application Software Service Platforms”
and Theme 6 “Enabling Technologies for Enterprise e-Logistics Internetworking”, fostering the
use of IT for logistics integration, addresses the common problem in industry for effective and
efficient business process integration across enterprise boundary.

Applications & Decision Support Technologies

There were 9 participants provided information. 4 out of 9 (44%) participants indicated that
they were interested in Theme 10 “Positioning Technologies and Optimization for Asset
Tracking and Monitoring” will add to the capability of real-time cargo tracking.
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7.2 Table
Summary on Interested Areas on LSCM R&D Roadmap

RFID Hardware & System

Theme 1 “Low Cost RFID Tag Manufacturing Techniques” is set 3 339
on easing the cost issue of adoption and deployment for RFID 0

Theme 2 “RFID for Manufacturing and Packaging Industries”
stresses on easy use of RFID for product manufacturers who need 0 0%
to tag product shipment with RFID

Theme 3 “RFID Testing and Qualification” targets for helping
urs]ers to test and select appropriate RFID solutions to best fit 2 22%
their use

Theme 4 "RFID beyond Gen 2" is to FUSh the envelope of current
RFID technology to support practical applications for range, 1 11%
accuracy, security, memory and sensor requirements

Networking & Infrastructure Technologies

Theme 5 In the infrastructure technologies track steers for
low-barrier adoption of logistics IT with the approach of 7 78%
“On-Demand Technologies for Logistics Application Software °
Service Platforms”

Theme 6 “"Enabling Technologies for Enterprise e-Logistics
Internetworking”, fostering the use of IT for logistics integration, 7 78%
addresses the common problem in industry for effective and .
efficient business process integration across enterprise boundary

Applications & Decision Support Technologies

Theme 7 “RFID Systems for Specific Environments” will foster
the development for RFID application systems for niche but 1 11%
critical requirements in common logistics operations

Theme 8 “Enabling Technologies for Mobile Logistics”
encourages innovative applications for distribution and 0 0%
delivery which are mobile in nature

Theme 9 “Sensor-enabled Logistics Applications” will enable 1 1%
automation in cargo monitoring °

Theme 10 “Positioning Technologies and Optimization for
Asset Tracking and Monitoring” will add to the capability of 4 44%
real-time cargo tracking

Theme 11 “Enabling Technologies in Electronic Seal Based
Logistics” participates in the contemporary e-seal standards
development which is taking place actively not only in the 1 1%
global arena but also across the local border of Hong Kong
and Shenzhen
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7.3 Analysis on Interested Areas on Government Support Areas

For the 20 manufacturers, they were asked to comments on Government support areas.
Among them, 15 respondents shared their opinions whereas 5 had no specified answer. The
results indicated that most of them were interested in Education/Share information platform
area (accounted for 32%), it was followed by Policy Issue/Environment protection requirement
(accounted for 21%). The findings were summarized in the following table.

7.3 Table
Summary on Government Support Areas

Education / Share Information Platform 32%
Policy Issue / Environmental Pretention Requirement 21%
Financial Support 16%
R&D Initiative 1%
Explore Market 1%
Others ( HR / Traffic) 1%
Total 100%

7.4 Analysis on Interested Areas on LSCM R&D Roadmap
Likewise, in this section, the 20 manufacturers were asked to indicate their interested areas
of LSCM R&D roadmap. There were 14 participants out of 20 provided opinions and they were

summarized as follows.
RFID Hardware & System

5 out of 14 (36%) participants indicated that they are interested in Theme 2: “RFID
for Manufacturing and Packaging Industries” stresses on easy use of RFID for product
manufacturers who need to tag product shipment with RFID".

Networking & Infrastructure Technologies

8 out of 14 (57%) participants indicated that they are interested in Theme 6 “Enabling
Technologies for Enterprise e-Logistics Internetworking”, fostering the use of IT for logistics
integration, addresses the common problem in industry for effective and efficient business
process integration across enterprise boundary.

Applications & Decision Support Technologies

There were 14 participants provided information. 6 out of 14 (43%) participants indicated
that they were interested in Theme 10 “Positioning Technologies and Optimization for Asset

Tracking and Monitoring” will add to the capability of real-time cargo tracking.
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7.4 Table
Summary on Interested Areas on LSCM R&D Roadmap

RFID Hardware & System

Theme 1 “Low Cost RFID Tag Manufacturing Techniques” is set 4
on easing the cost issue of adoption and deployment for RFID

29%

Theme 2 “RFID for Manufacturing and Packaging Industries”
stresses on easy use of RFID for product manufacturers who 5
need to tag product shipment with RFID

36%

Theme 3 “RFID Testing and Qualification” targets for helping
urs]ers to test and select appropriate RFID solutions to best fit 4
their use

29%

Theme 4 “RFID beyond Gen 2" is to rJush the envelope of current
RFID technology to support practical applications for range, 1
accuracy, security, memory and sensor requirements

7%

Networking & Infrastructure Technologies

Theme 5 In the infrastructure technologies track steers for
low-barrier adoption of logistics IT with the approach of 3
“On-Demand Technologies for Logistics Application Software
Service Platforms”

21%

Theme 6 “"Enabling Technologies for Enterprise e-Logistics
Internetworking”, fostering the use of IT for logistics integration, 8
addresses the common problem in industry for effective and

efficient business process integration across enterprise boundary

57%

Applications & Decision Support Technologies

Theme 7 “RFID Systems for Specific Environments” will foster
the development for RFID application systems for niche but 1
critical requirements in common logistics operations

7%

Theme 8 “Enabling Technologies for Mobile Logistics”
encourages innovative applications for distribution and 1
delivery which are mobile in nature

7%

Theme 9 “Sensor-enabled Logistics Applications” will enable 5
automation in cargo monitoring

36%

Theme 10 “Positioning Technologies and Optimization for
Asset Tracking and Monitoring” will add to the capability of 6
real-time cargo tracking

43%

Theme 11 “Enabling Technologies in Electronic Seal Based
Logistics” participates in the contemporary e-seal standards
development which is taking place actively not only in the 1
global arena but also across the local border of Hong Kong
and Shenzhen

7%
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8.1 Comparison of the Key Findings with LSCM Market Intelligence Report (Issue 1)

Manufacturing Industry

The LSCM R&D Centre had published LSCM Market Intelligence Report (Issue 1) in August 2008
to share initial findings which were based on information collected from 25 manufacturing
companies. In this report, a new set of findings contributed from 20 more manufacturing
companies from mainland China were analyzed and some consistent findings between the two
sets of data were noticed and summarized. Nevertheless, still some variances could be spotted.

While comparing the research findings with Issue 1, it was noticed that the two groups of
manufacturing companies were sharing some common opinions. In analysis of Most time
consuming process, both group of respondents indicated that Procurement of raw materials
and Production were the two most time consuming process within their operation. In addition,
when asked the Most costly process, the two groups of respondents expressed the same
findings again in which Procurement of raw materials and Production ranked as top two.
The Perceived challenges and Motivating factors in adopting I.T. applications as indicated by
the two groups of respondents also represented a large extent of consistency. For Perceived
challenges, Data integration and User’s recognition on application value is low both weighted
within the top three challenges whereas in terms of Motivating factors, the two groups of
respondents both expressed the same findings on the top three factors, they were Improve

operational efficiency, Improve Data quality and Reduce human error.

We also found that technology was ranked as top concern among the three areas (People/
Budget/Technology) when consider deploying an I.T. application, the rankings concluded from
the two groups were coherent. Among various applications, Accounting (ACC) and Enterprise

resource planning (ERP) were widely adopted by manufacturing companies.

Although the two set of data shared certain consistent findings, there were still some
variances. For instance, there were different interpretations on the findings on Future I.T.
applications. From Issue 1, the top five future applications as expressed by respondents were:
Product design, Forecasting/event management, Production process control and management,
Compliance management and Business intelligence; whereas from this study, the top
five future applications weighted by respondents were Production, Sales and marketing,

Communications, Purchasing and Warehousing and Distribution.

One of the possible reasons for such variances is the industry background of the participants.
Different manufacturing industries require different I.T. applications for specific needs. In
Issue 1, garment industry practitioners were the largest segment, which accounted for 32%;
whereas for this report, Electronics practitioners were the largest industry segment, which

accounted for 35%.

In general, given there were some variances between the two groups of respondents, the
majority of them described their Current I.T. applications status as “Full I.T. implementation

with integration with other internal systems”.
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8.2 Identify the Current Position

Trucking Industry

It is crucial to identify the current position and problems faced by companies before deciding
the strategic targeted position. Among the 15 truckers from Hong Kong, close to one-third of
the respondents expressed that Hong Kong logistics industry is a shrinking industry (accounted

31%); they also believed that Shenzhen is replacing Hong Kong’s position (accounted for 24%).

From technological aspect, the findings suggested that most of the local trucking industry
practitioners had low I.T. adoption level and weak I.T. knowledge. The phenomenon was
apparent in Section 3.2, which analyzed the adoption on I.T. applications. It was found that
only 20% of the respondents were currently deploying Containerized Logistic Management;
the adoption percentage on eTR and DTTN were as low as 13% and 0% respectively.

In Section 3.1, the findings further indicated that local trucking participants had a low usage
of the industry specified applications, such as GPS(53%), FMS(47%), GPRS(40%) and TMS(33%).
Participants agreed on Section 3.3 in which 73% of the respondents described themselves by “Apply
limited I.T. solution to automate a specific area of operations (e.g. document management system,
warehousing system but not full ERP, finance & accounting system only, etc.)".

If we look at respondents’ business nature, 60% of the them were providing merely delivery
service with emphasis on either Local or Local & cross border transportation services; only 40%
of the respondents offer other value added services like warehouse and/or support activities for
transportation (Section 1.1). There were relatively less demands for them to adopt relevant and
advanced |.T. applications. In a nutshell, the current position of the Hong Kong trucking participants
is in the status of providing low value delivery service with low I.T. application adoption level, which
is inadequate for them to face business environmental changes and challenges.

8.2a Diagram
Current Position of Participants (Trucking Industry) in Supply Chain Management

Service Level
High
Medium
o090 ©
Low oO o
O O
Low Medium High Service Value
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Manufacturing Industry

In Section 3.4, it was indicated that I.T. application adoption level of manufacturing companies
was relatively high. For instance, ACC (90%), HR (85%), ERP (80%), SIM (80%), PO (75%), MRP
(70%), and WMS (70%) were with adoption rate of over 70%. In Section 3.6, over 50% of
respondents believed that they were “Full I.T. implementation with an integration with outer
internal systems”; whereas over 50% of the respondents felt confident with their current

technology solution Vs the industry today (Section 3.8).

When asked how to face with unfavorable business environment, such as increasing operation
cost, decreasing profit margin and increasing competition, they realized that they should
expand business market and to increase competitiveness. In Section 6.5, the majority
of the respondents (accounted for 73%) believed that I.T. can help enhancing company
competitiveness. However, 60% of the respondents indicated that they did not have any I.T.
strategies to adapt changes (Section 5.3). In addition, only 35% of the respondents indicated
that they were using information platform to collaborate with business partners (Section 3.7).
The rest 55% did not, whereas 10% is planning and not specified plan being articulated.

From that perspective, on one hand the manufacturing companies have relatively high I.T.
adoption level; while on the other they could not fully utilize I.T. applications to achieve
the optimum benefits. In Section 4.6, respondents expressed that the biggest concern in
deploying an I.T. application was Technology (accounted for 70%), instead of Budge as top
concern (accounted for 20%) and People as top concern (accounted for 10%). To explore their
difficulties in I.T. adoption, in Section 4.4, it further spelt out the top three biggest challenges
for I.T. adoption were Difficult to assess ROI, User’s recognition on application value is low and
Data integration, they accounted for 54%, 44% and 41% respectively.

In addition, it was noteworthy to pinpoint that MRP was crucial to support the most important
information in the manufacturing environment, with adoption level of 80% as indicated in
Section 3.4. Despite the high adoption rate, however we found relatively low satisfaction rate of
57% among them. At this point, it will hinder them from pursuing a high operational efficiency.

8.2b Diagram
Weak MRP Satisfaction Level

~ r A
Satisfaction Level

Most Important Relevant L.T. Applications (Satisfied-to-Very
Information Flow Adoption Level Satisfied)
* Material * ERP (80%) * ERP (69%)
Requirement (16%)
* MRP (70%) * MRP (57 %)
* Production Control
Management (11%) * WMS (70%) * WMS (64%)
L J \ J
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In Section 3.5, over 501% of the manufacturing participants indicated that they were “Full I.T.
implementation with integration with other internal systems”; only 5% stated that they were
“Full L.T. implementation with an integration with both internal and external systems”. In fact,
only 35% of them were currently using information platform to collaborate with business
partners (Section 3.7). In order to enhance efficiency and competitiveness, manufacturers
should focus also on integration with external system. Such process will require more advanced
supply chain management tools/services. At this point, 3PLs who specialized in integrated
warehousing and transportation services can help manufacturers with scaled and customized
supply chain solutions based on market conditions and the demands and delivery service
requirements for their products and raw materials.

8.2c Diagram
Current Position of Participants (Manufacturing Industry) in Supply Chain Management

Service Level
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Medium
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8.3 I.T. Application to Enhance Competitiveness and Face New Challenges

Trucking Industry

In view of the motivating factors as expressed by the respondents, trucking companies ranked
Improve operational efficiency and customer service as top two highest. While mapping these
factors to related future I.T. applications as chosen by them, they included: Fleet management,
Sales and marketing/business intelligence, Communications, Truck intelligence system,
Warehousing, Supply chain track & trace and Supply chain security respectively. The results
indicated that those future applications were of great demand but among the low usage
applications they are currently using (8.3a Table).

8.3a Table
Motivating Factors & Future Applications Mapping (Trucking Industry)

Future T.T. Applications

Fleet Management 18%
I/n;%?j\lljecii(\?igirational Efficiency 93% IS:ngsliagr;?]cl\élarketing / Business 15%

Communications 13%

Truck Intelligence System 1%

Warehousing 10%
Improves Customer Service 87%

Supply Chain Track & Trace 10%

Supply Chain Security 10%
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Manufacturing Industry

In regard to the respondents from manufacturing, similar mapping was summarized in below
table. Their highest motivating factors in I.T. adoption were Improves operational efficiency/
productivity and data quality and Reduce human error; whereas their future I.T. applications
included Production process control and management, Sales and marketing/customer
relationship and Communications.

8.3b Table
Motivating Factors & Future Applications Mapping (Manufacturing Industry)

Future I.T. Applications

Improves Operational Efficiency Production Process Control and

/ Productivity 95% Management 23%
. Sales and Marketing / Customer

Improve Data Quality 79% Relationship 16%

Redue Human Error 67% Communications 13%

8.4 Strategically Shifting Position
By identifying companies’ current position, motivating factors for adopting I.T. and future L.T.
applications, it is recommended that the industry practitioners should consider to strategically

shifting upwards by enhancing service to face new challenges.

For trucking industry, they should consider moving upwards from merely providing delivery
service to more value added service (3PL) to achieve higher service level and higher service
value. Such shift can help practitioners to expand market and increase profit margin. While
for the manufacturers in Hong Kong and PRD, it is recommended that they should seek
supply chain management services provided by competent 3PLs. As explained in Section 8.2,
3PLs could provide full spectrum of logistics and supply chain solutions which could enhance
companies’ competency in collaboration with both internal and external parties, it would also

help enhancing companies’ competitiveness and quality of services deliverables.

8.4 Diagram
Strategically Shifting Position

Service Level

High

Medium

Low

Service Value Low Medium High Medium Low
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8.5 LSCM to Facilitate Technology Adoption through Market-driven R&D

Industries were recommended to seek support from the LSCM R&D Centre as we are
commissioned to provide a one-stop shop for technology transfer and commercialization. For
years, the LSCM R&D Centre has been running and managing over 20 R&D projects that aim to
break down the technology barriers in hardware, software, systems and network design and
development for industries along the supply chain. For instance, the use of RFID technologies
to allow manufacturing companies to improve shop-floor productivity and quality, reduce the
wastes of manufacturing resources and improve the efficiency and e-seal as the key technology
to streamline the customs clearance and work flow for cross-border trucking transportation
are two examples of on-going project. For full list of our projects and R&D programs available
for industry and research collaboration, please visit www.Iscm.hk.
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POLICY OF CHINA RFID INDUSTRY DEVELOPMENT

Informatization has become a hot
development trend worldwide. It is also
an important force in driving economic
and social transformations. Practically,
informatization refers to a course whereby
information technology and products have
gained widespread publicity and application,
information resources being fully developed
and utilized, and information technology
continuing to produce greater effects on
national economic development, social
progress and living standard. Informatization
has such a profound meaning in technological
innovation and transformation, whilst the
promotion and application of information
technology is multilevel and multidimensional.

The development of Radio Frequency
Identification (RFID) technology is closely
related to the infrastructure of informatization.
It is the key to realize economic growth, a well-
off and harmonious society, a prerequisite
for building a new style country and is an
important opportunity to sustain continuing
development in IT industry. China should
greatly promote information processing and
accelerate application of RFID which is part of
the transformation of IT technology.

1.The Performance of China’s
Information Industry in First
Half of 2008
Despite the economic turmoil in China and
worldwide this year with drastic price hikes
of raw materials, global financial crisis
and numerous natural disasters, China’s
information industry registered a stable and
fast growth rate of 20 percent.

From January to July 2008, the sales revenue of
the IT industry reached RMB3,140 billion, a rise
of 20.7 percent compared to the same period in
2007. Among these, the manufacturing sector
registered a 19.1 percent increase at RMB2,720
billion; the industry added value was amounted
to RMB635.47 billion, up 22.6 per cent; the
revenue from the software industry was at
RMB419.91 billion, a surge of 32.4 percent. In
the first half of 2008, the economic benefits of
the electronics industry saw a rapid growth —
an investment of RMB73 billion was recorded
from January to May, which has realized
business tax of RMB85.11 billion and a year-on-
year growth of 33.5 percent. Major productions
in the first half included: mobile phones were
at 295 million units, a rise of 9.7 percent;
micro-computers were amounted to 6,649.1
units, an increase of 23.2 percent (among
them notebook computers were at 3,625.5
units, increased 33.3 percent and represented
72 percent of total production of micro-
computers); digital cameras at 3,625.5 units,
increasing 31.4 percent; integrated circuits at
20.2 units, surging 6.2 percent; colored TV sets
at 39.066 million units, with plasma TV sets
occupied 29 percent of the whole production,
which was an increase of 60.5 percent.

From January to July 2008, China’s software
industry continued to maintain a rapid
growth momentum with total revenue
amounted to RMB419.91 billions, which was
an increase of 32.4 percent year-on-year
and 13.3 percent higher than the overall
productions of the electronics industry.
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Among revenues generated from China’s software industry the software IT services saw the
fastest growth with an accumulate revenue amounted to RMB78.08 billion, representing a rise
of 44.7 percent and occupied 18.5 percent of total export revenues; outsourcing services were
amounted to RMB8.9 billion, an increase of 88 percent year-on-year; the revenues of software
products reached RMB182.17 billion, occupied 43.3 percent of the total software industry
productions; the revenue of system assembly reached RMB87.9 billion, a rise of 27.6 percent
year-on-year; the embedded system software was at RMB59.98 billion, an increase of 32.1
percent compared to the same period in 2007; the IC Design was valued at RMB11.78 billion,
up 17.1 percent year-on-year but 15.3 percent slower than the average growth of the software
industry. The diagram below indicates the production units and growth rates of electronics
and IT products in the first six months of 2008.

Table 1:Production Volume of Major Electronic Goods from January to June, 2008

Mobile Phone (GSM CDMA) Billion 0.295 9.7
E/é'ctki)g;gg[cecommunication Station T ey 7340 75
TV: Thousand 39810 14.0
Color TV Thousand 39066 16.2
Rear Project TV Thousand 5 -89.4
Plasma TV Thousand 10306 65.8
lon TV Thousand 783 241.9
Micro-Computer: Thousand 66491 23.2
Notebook Computer Thousand 47988 33.3
Server Thousand 1816 -41.2
Monitor: Thousand 69486 2.9
LCD Display Thousand 65064 14.6
Printer Thousand 17232 -18.6
Electronic Components: Billion 344.81 20.5
Chip Components Billion 149.94 34.1
Color Picture Tube Thousand 32707 6.0
Semiconductor Device Billion 136.19 27.6
Semiconductor Integrated Circuit Billion 20.2 6.2
Digital Camera Thousand 36255 31.4
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From January to July in 2008, China’s foreign trade had developed steadily: the foreign trade of
electronics IT industry reached RMB 504.89 billion, an increase of 21 percent and occupied 21
percent of the country’s total. China’s export of electronics products was amounted to US$291.58
billion, a rise of 23.9 percent compared to the same period in 2007, occupied 36.3 percent of the
country’s total export. The import was valued at US$213.3 billion, representing 31.4 percent of
the country’s total. From January to July, the trade deficit of electronics products was amounted
to US$78.28 billion, up 47.1 percent year-on-year and occupied 63.3 percent of the nation’s total.
Related IT products including notebook computers, colored TV sets and digital cameras saw their
export volumes grow at more than 20 percent. From January to June in 2008, China’s export
of software products was valued at US$4.95 billion, rising 45 percent year-on-year, but mobile
phones, DVD / VCD recorders and printers saw slower growth. The following diagram describes
the export situation of major electronics products in China at first half of 2008.

Table 2: Export Situation of Major Electronics Products in China from January to July, 2008

Notebook Computer 34.71 28.0
Mobile Phone 20.5 11.3
Integrated Circuit 13.92 8.4
LCD Display Board 13.897 44.0
Monitor 10.95 13.9
Color TV 5.76 43.5
Digital Camera 3.91 11.6
Laser Disc Player 2.76 2.1
Printer 2.23 -1.7

2.Introduction to contents related to RFID in 2. “The Development
Plan of the Golden Card Project and the Application of IC Card in
China from 2008 to 2013”

Based on the “National Golden Card Project and Nationwide Applications of IC Card” (the
first 10-Year Plan from 1993 to 2003), the Office of National Golden Card Project Coordination
Leading Group, related departments and ministries and the pilot cities and provinces of
Golden Card Project have compiled the “Development Plan of the Golden Card Project and
National Applications of IC Card (2008 to 2013)" (hereinafter to be called as “The Plan”).

The compilation of “The Plan” was begun in 2004, which was collaborated by the National Golden
Card Office, the first batch of twelve pilot cities and provinces and related departments (especially
the major card circulation departments of the seven largest industries). It was then after extensive
request of opinions with 20 related departments, 26 corporation groups of different sectors and
industry experts, with repeated revisions and corrections, and was deliberated by the Office of
National Golden Card Project Coordination Leading Group at the Seventh Meeting of all members
of the Board. The Plan was officially published and issued on January 24, 2008.
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The article of “The Plan” contains five major
sections. The first section is the review of the
“Fifteenth”, the second is the guided thinking
and development goals, the third about major
roles and focus of development, the fourth
about the applications of IC cards, and the
fifth about relevant policies and measures.

“The Plan” points out that in the next five years
the Golden Card Project will enter an important
and critical stage which will reach more people,
confer greater benefits on society and build up
a harmonized society of socialism. Particularly
in the aspects of the National Golden Card
Project and application of Smart IC card and
implementation of RFID tagging in pilots, the
Golden Card Project has broken through the
initial purpose of IC card and informatization
construction as the main scope of applications,
and expands rapidly at the forefront of
industrial and agricultural productions. It
is more applicable and productive: from
e-business and business management of
governmental departments to simultaneous,
dynamic and traceable information
management of properties (including human
beings and animals), its scope of application is
therefore broader and closer to productivity,
and is directly associated to people’s livelihood
and providing services to common and grass-
roots people. It is of vital importance to reduce
and eliminate unstable factors in the society,
and to build a harmonized social structure.

The Golden Card Project is yet the remarkable
social system project which helps to build
a well-off community and informationized
society. With the development of IT industry,
the widespread application of IT technology
and the role change of governmental
management, the Golden Card Project is
poised to become a vital tactic and strategy
for the government to raise the standard of
social service and improve people’s livelihood.

GLOBAL / CHINA WATCH
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“The Plan” has clearly indicated that by the
end of 2013, the Golden Card Project will
complete its second tenth-year business
building target: thanks to magnetic stripe,
IC card and RFID tags, the applications of all
types of cards will become more common;
infrastructural equipment of information,
policy system and institutional environment
will become immaculate; the autonomous
power of creativity and core competitiveness
in the purpose of information and
communication for the Golden Card Project
has significantly become stronger; the
autonomous standard, core technology and
intellectual property rights have become
increasingly relevant and provides technology,
products, application software, complete
solutions and integrated information services
for the Golden Card Project; economic and
social benefits brought from the Golden
Card Project will be obvious which is further
beneficial to the general public and helps to
promote social information processing for a
solid technological and material foundation.

“The Plan” has also mentioned about the
development objectives such as the integration
of “one card multipurpose” of smart card
and RFID pilots, leading and exploring of new
applications, developing new products and
application systems with the right markets,
providing advanced technology, auxiliary
products and information services for IC cards
in different industries and regions, raising the
power of technological support, giving value
to the development of the IT service industry,
enhancing safety protection of IC cards in its
application and make sure that IC cards will be

applied in a healthy and constructive manner.
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“The Plan” has proposed development objectives
for the RFID industry: with the building of RFID
technology, industry and application service
system as the objectives, and to explore and
discover the innovative development model
which is most suitable to the China market;
insist on autonomous renovation and support
standardization of RFID technology; encourage
industry and application alliances to build and
promote RFID technology in the China market;
adopt an open attitude and be cooperative
with international regimes, and to develop
the RFID industry with autonomous innovative

capabilities with a Chinese flair.

Using research & development of dual-core
technology as the emphasis area, and breaking
through the chip design, manufacturing skills,
design and manufacturing skills of antenna,
development of reader and manufacturing
skills, application software, middleware and
system integration technique and information
service technique based in RFID - all these help
to establish a complete industry chain.

With focused (conditional) industry pilots
and typical application and demonstration
as guidance, a third party information
service system is established to support
the application of RFID technology for
cross departments (industries), which is
applicable, market driven, and with a market

environment that is fair, just and open.

It insists to take enterprises as the main
body, to incorporate production with
learning, research and applications, and to
strengthen cooperation and coordination
among departments and upstream and
downstream entities in the supply chain. This
helps to promote applications, scientific and
innovative development, and continuing

development of the RFID industry in China.
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“The Plan” has formulated its major roles and

development focus in the next five years:

(1) Paying close attention to China’s economic and
social developments, construction of information
infrastructure as well as the innovative

progress of IC cards and RFID industry

(2) The “one card, multi-purpose” IC card will come
into effects. There will be a break through with
the circulations of “Smart Card” that promotes
the integration of information resources

and shared service

(3) Be actively expanding RFID pilots on
steady progress, and top priority shall be

given to the application standards

(4) Accelerates the process of chip encapsulation
in bank cards, and promotes the application,
incorporation and mutual development of
bank IC cards and industry IC cards

“The Plan” requires the IC cards (including
RFID) to further promote and apply in the
following areas: In telecommunications and
network communications, it emphasizes user
identifications of mobile communications via
SIM and UIM cards, accomplishment of small
amount e-payments and active development
of IC cards in mobile communications for
multi-purpose applications. In the area of
building and public service, it strives to
promote RFID technology in digitalized
scenic spots, intelligent city transport, supply
of building materials, applications in logistics
management and promotes effective
schemes for the certification of product
safety. In public vehicle management, RFID
enabled electronic car plates and intelligent
transport system should be applied in
certain pilot test areas. In addition, IC
cards and electronic labels should be used




POLICY OF CHINA RFID

for rigid supervision of fire prevention
equipment. In banking, a standardized and
cross-sectoral standard should be applied
to small amount payment, and should build
a business model that benefits everyone.
In sanitation, the medical and hygiene
sector should implement a common and
standardized criterion for the application
of RFID enabled “multipurpose IC card”.
The medical IC card should gain wider
recognition, increase safety in applications
and build medical sanitation supervision
and tracking system using RFID technology -
which helps to promote application of RFID
technology in the area of public hygiene.
Human implanting of RFID tags will help to
increase efficiency of healthcare service of
the vulnerable groups such as the elderly
and infants or patients with special needs.
Demonstrations are to be conducted in
areas and hospitals with better conditions.
It is recommended to carry out pilots at
ten hospitals in five different districts in
order to conclude the capable application
model. In food and pharmacy, technical
solutions should take into account, as a
series of technical problems exists in the
production and circulation of food and
pharmaceutical products. From the pilot
tests, it helps to discover the feasible models
of RFID technology in the application of
food and pharmaceutical product safety. In
transport and logistics, the applications of
IC card and RFID technology in e-business,
smart traffic, transport and logistics and
marine management should be expanded.
After implementing core RFID application
technology in the transport sectors, the
initial stage of the transport industry to
share, link and interact will be undertaken,
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and the common service system using IC
card and RFID technology in the transport
industry is basically formed - a clear
positioning of body function, a positive
regional interaction and a well coordination
mechanism is gradually formed. With
Circim-Bohai-Sea region, Yangtze Delta
and Pearl Delta as the leading areas, the
all rounded applications using IC card and
RFID technology in the transport industry
will promote further applications and
development in other regions. In the making
of city information processing, the twelve
pilots in different provinces and cities of the
Golden Card Project have proven well up to
the task thanks to the choice of locations and
great efficiency. People of the general public
have benefited from the widely popular
RFID enabled cards such as “One Card for all
System of Rail Transit and Urban Transit”, the
multi-functional “Citizen Card” and “Public
Assistance Purpose Social Security Card”, and
other RFID enabled multi-functional cards
used in mobile phones.

3. Contents of the Key Projects
in Advanced Manufacturing
Technology 2008 “RFID
Technology and Applications”
of the National High-tech R&D
Program (863 Program)
On September 2, 2008, the Division of
Advanced Manufacturing Technology under
the Ministry of Science and Technology
has issued the “Application Guide of the
Key Projects in Advanced Manufacturing
Technology 2008 (RFID Technology and
Applications) - National High-tech R&D
Program (863 Program)”.
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This issue was about the advanced manufacturing
areas of “RFID technology and applications”
and the Application Guide of the key Projects of
Advanced Manufacturing Technology 2008. The
implementation date is scheduled from 2008 to
2010 and the time limit is set for less than two
years, with the Chinese government to invest
RMB21.5 million on the project.

It also proposed to support for the schemes
such as the “Safety Mechanism and
Applications on Ultra-High Frequency of Air
Ill’ "

Protoco Research and Industrialization of

[

Ultra-High Frequency Reader Chips”, “Research
and Industrialization of Mobile Communication
Terminal with Ultra-High Frequency RFID

7T}

Reading and Writing Capabilities”, “Research
and Industrialization of RFID Products
Applicable to Real Time Location Systems”,
“Research and Development of Real Time
Management Software on RFID Tagging

noou

Information”, “Application of RFID Technology
in Tourist Spots, Exhibition Halls and Museums”
and “Application of RFID Technology in the

Tracking and Supervising of Export Products”.

The deadline for applications of these
schemes is at 5pm of October 22, 2008.

4. About Pilots of Informatization -
Key Projects of the National
Development and Reform
Commission

On March 2008, the National Development and

Reform Commission has issued a circular of No.

[2008] 618 “National Development and Reform

Commission’s Notice of Pilots of Informatization

for Organizations” which states that the pilot

work is proposed to cover seven areas that
applies RFID technology. The main aim and
focus of such work includes: “the promotion
of autonomous and innovative technology in
applications, the selection of suitable industries
for developing autonomous and innovative
RFID technology in the applications of pilot
works, nurturing the RFID industry in China,
promote informatization in the transportation
sector, improvement of product logistics with
lower energy consumption and improvement of
quality and efficiency of national economy”. In
addition, it has mentioned about the promotion
of RFID applications, the effective realization
of auto recognition and dynamic management
of products without actual contact, heighten
awareness of social management, efficiency
and controlling power of product circulations,
which in turns will push up industrialization
of autonomous intellectual products of RFID
technology and products in China. The emphasis
of the pilot work is to encourage the transport,
railway, postal and public security departments
to develop constructions related to pilot works.
One of these works is the making of electronic
vehicle license based on RFID technology that
helps to solve the problems of vehicle auto
identification, dynamic monitoring, crib of
car plates and counterfeiting, it also helps the
public safety and transport departments to
supervise vehicles efficiently. Secondly, the
national network of auto pay pilot work on
road and highway monitoring based on RFID
technology. Thirdly, the pilot work of product
movement management based on RFID
technology, which helps to innovate business

and management model.
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5. State Administration of Grain’s
Key Projects under the National
Key Technology R&D Program
in the 11th 5-Year Plan -
“Macro-control of Grain and
Research & Demonstration of
Key Information Protection
Technology”

In order to accomplish the “Opinions of
the State Council of the People’s Republic
of China, on Improving the Policies and
Measures (Promulgated by No.16 [2006] of the
Ministry of National Development) and the
“Plan of National Grain and Modern Logistics
Development”, and to increase the overall
standard of information technology of the
grain industry. According to the requirements
set forth in the “Outline of National Plan for
Mid-term to Long-term Science and Technology
Development” and the “Opinions on China’s
Science and Technology Development in the
Grain Industry in 11th 5-Year Plan” of the State
Administration of Grain, it aims to modernize
the grain industry with IT technology and
increase macro-control of grain. In addition,
Key Projects “Macro-control of Grain and
Research & Demonstration of Key Information
Protection Technology” under the National Key
Technology R&D Program in the 11th 5-Year
Plan were established, with the following four
main areas to be covered. Firstly, the macro-
control, application and demonstration of

grain using IT technology. Secondly, collecting

information and price speculations of grain
supply. Thirdly, the demonstrations of grain
tracking and its applications. Fourthly,
information collection of grain procurement,

fast inspection technology and equipment.

From point three “demonstrations of grain
tracking and its applications” above, additional
details are as follow: (1) Research and
development of electronic tagging technology
of grain. Grain development in warehousing,
stocking, logistics and processing with the
use of exclusive RFID tags, electronic stripes
and readers, as well as the integration skills
using RFID technology to detect the quality of
grain. The analysis of electronic tags, reader
equipment and circulation equipment of
grain today which enables to collect accurate
and real-time information within the supply
chian. (2) Research and development of
equipment for grain tracking and circulating.
The analysis is based on mobile intelligence of
grain circulation with supervising and tracing
technologies. As a result, information and
services of grain circulations are fully realized,
thanks to the data collected and embedded
software. (3) Integration, application and
demonstration of real-time information
collected from grain circulation. (4) Integration
technique and application demonstration of
grain warehousing information integrating
technology. (5) Key technology research of
real-time grain logistics supervision. This

project was granted RMB13.5 million.

Remark: Original text contributed by RFID China Alliance. If any discrepancy exists between the Chinese and English versions,

the Chinese version shall prevail.
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1. The Trial Run of “Electronic
Gate” at Huanggang Custom
in Shenzhen

Recently, the trial run of “Electronic Gate” for
inspection and quarantine has been initiated.
This has marked the readily use of “Electronic
Gate” for strict inspection and quarantine at
Huanggang Custom. The system will greatly
improve the efficiency of inspection and
quarantine work and accelerate the speed
of custom clearance. An “Electronic Gate” is
intended for a synchronous recording of single
vehicle when crossing the border. The electronic
card clipped on the vehicles can swiftly detect
the signals from the base station of inspection
and quarantine, and then transmit the relevant
information back to the station. The system can
immediately obtain information of a vehicle,
such as the transport company which it belongs,
the car plate number, the driver’s name, the
validity date of the health card, outstanding
fees and inspection and quarantine records.
The Ministry of Inspection and Quarantine
can thereby implement control, checking and
ordering on the vehicles to facilitate effective
passage management. To date, the Huangguan
Bureau has installed electronic cards on 158
vehicles. With a certain trial run period, the
average read rate of the small vehicles was
99.2% and trucks crossing the border was at
98.1%. It took less than one second for the
information gathered from the e-Card and
returned it to the drivers. Using the innovative
RFID technology, the “Electronic Gates” system
is proved to be effective and independent from
other department at the Custom, thanks to
its state-of-the-art multi-base stations, dual
frequency and multi-channel wireless designs.

2.Hubei launched non-stop
Electronic Toll Collection (ETC)
on all Highways

An electronic toll collection (ETC) project
involving all highways in Hubei Province has
been due to start as of the end of October in
2008. The first batch of six toll stations will be
completed and start operation this year. The
first six toll stations will be installed at the
Wuliagang station on the Chutian highway,

GLOBAL / CHINA WATCH
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the Wuhanxi station on the Jingzhu highway,
and at the Huangpo and Fuhe stations on the
Daihuang highway. For the time being, the ETC
traffic lanes are undergoing reconstruction
projects of safety islands, road signs and wire
channel. It is said that there are 2,400 kilometers
of highway in Hubei province now. After the
completion of the system, vehicles equipped
with the electronic tags and electronic payment
card will be able to pass through the toll booths
without stopping. All toll fares will be collected
automatically. Similar systems are already in
use on highways in Shanghai, Anhui, and
Zhejiang provinces.

3.Jinan uses RFID Technology to
facilitate Tax Procedures

The National Tax Bureau of Jinan City has
installed 31 units of ARM machines at the tax
service offices and administration examination
centers near Liberation Pavilions for the general
public for tax payment. There are two types
of ARM machines with self application and
self ticketing functions. They help to realize
applications of six types of self tax applications,
including: special invoice certification, IC Card
copy-and-registration tax, invoice renewal,
invoice sales, and tax consultation. With an
application of a RFID tag at the tax institutes,
taxpayers can process taxation matters at ARM
machines within two or three minutes.

4.News from World Expo Shanghai

News from 2008 World Expo Shanghai
Informatization Seminar has revealed that
Shanghai will ride on the opportunity of the
World Expo to develop large-scale applications
of wireless city, RFID and video monitoring
for economic advancement. All tickets of the
World Expo Shanghai 2010 will adopt RFID
technology. Apart from paper-based RFID
ticket, RFID- enabled mobile phones will also be
used for ticketing. According to an expert from
China Mobile Shanghai World Expo Project
Management Office, the World Expo Shanghai
helps to promote applications of RFID with
mobile phones. It provides a great opportunity
for future mobile payment applications based
on RFID-enabled mobile phones.
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5.RFID Public Platform helps
Shangdong to streamline
industry business process

Recently, the public research platform of
Shangdong RFID industry base, also known
as “RFID Public Demonstration, Research &
Development and Testing Platform”, was
established by the Shangdong Standardization
Research Institute. This public platform connects
resources at government, industry, academic,
research, capital and usage, helping local
enterprises to develop new RFID based products.

6. Twelve non-stop highway toll
booths to be operated in Anhui

Beginning 2009, twelve non-stop toll stations
on four highways that connect Jiangsu
Province and Zhejiang will be operated
within Anhui Province. Vehicles that have
installed sensory cards and have prepaid
toll fees can be able to pass through the toll
booths without stopping. All toll fares will be
collected automatically. The whole procedure
takes about 3 seconds.

7. Beilun in Zhejiang Province uses
RFID technology for a “Harmonious
Yet Safe Fishing Industry”

In order to further enhance safety in the
fishing industry, Beilun District in Zhejiang
Province has been actively building five
defensive systems to create a “harmonious yet
safe” fishing industry. All fishing boats with
speed of 60 mph are equipped with RFID chips
and Automatic Identification System (AlIS)
to avoid boat collisions. In addition, UBD-S-1
satellite equipment has been furnished.

8.Tracking and monitoring
of live pigs and vegetables
supplied to Hong Kong with
RFID technology

As introduced under “Shenzhen-Hong Kong

Innovation Circle” at the China High-Tech

Fair, a joint R&D project between Shenzhen
and Hong Kong on applying RFID in tracking

Remark: Original text contributed by RFID China Alliance. If any
the Chinese version shall prevail.
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food supplied to Hong Kong is in progress.
The project is scheduled to complete by the
end of 2009 and will consider applying to live
pigs and vegetables supplied to Hong Kong.
Afterwards, the technology will be promoted
to other food categories.

9. Xiamen established Cross-Strait
Tri-Regional RFID Alliance

The Cross-Strait Tri-Regional RFID Alliance
was established in the Cross-Strait Integrated
Circuits Summits held in September. With
the establishment of this Alliance, the three
regions aim to setup a common platform for
sharing of standards, resources and market.
At the same time, combining the advanced
technology and management concepts from
Taiwan and Hong Kong and the strong market
demands from Fujian Province, the Alliance
targets to leverage projects to develop
enterprises and further drive R&D of core
technology in order to achieve the ultimate
goal of potent enterprises in the three regions.

10. Hangzhou plans to build
Food Safety Tracking System

Recently, Hangzhou Municipal Bureau Of
Agriculture has drafted the “Notice of
Development of Agricultural Product Quality
and Safety Tracking Management”, which
proposed that vegetables and pork will become
the first batch of agricultural products under
tracking management, and extend to other
agricultural products such as seafood, tea
leaves and fruits. Hangzhou Municipal Trade
Bureau suggested to follow the electronic
tracking practices in Beijing and Shanghai. The
tracking system may cost up to RMB12 million.
Before the Olympic Games, Beijing invested
RMB18 million on the construction of the city’s
integrated food safety information tracking
center. With regards to the poultry tracking
system, pigs, cows and ducks are required to
wear ear tags or foot rings for identification,
with readers to add information along the
supply chain to build up the database. With this
technology, any piece of food from the market
can be traced back to the farm.

discrepancy exists between the Chinese and English versions,
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APPEND I X

DISCUSSION GUIDE

Background Information
e Company Name, job title and / or department

e Size of Company — No. of staff in Hong Kong,
Mainland China and Overseas

e No. of I.T. staff in Hong Kong, Mainland China
and Overseas

® Year of Establishment

¢ Business Nature (e.g. Trucking, Warehousing,
Freight Forwarding, etc.)

Section A:

Business Process

In this section, we ask participants how they
typically do their business to identify information
flow and technology needs derived from their

business processes.

A generic work flow diagram applicable
for the industry sector being studied

® This work flow diagram outlines typical
workflow of your industry, say how you
prospect / satisfy your customers, deliver
your services as per customer’s instruction,
plan and control logistics process, manage
information / document flows as well as
cargo distribution to your customers. How
far do you think this diagram illustrates how
you do your business? Do you have anything
to add?

e As per above work flow diagram, what kind
of information flows is critical for your operations?

¢ \Which process is the most time consuming?
® \Which process is the most costly?

® What inefficient areas you think can be
improved?

® \What are the critical areas in your business
processes while collaborating with other
business partners along the supply chain, such
as terminals, carriers, customers, customs, etc.?

¢ What is the pain point(s) you see in your
business processes in complying with
relevant governmental and industrial
regulatory authorities? e.g. Road Manifests,
Customs Clearance, etc.

— TRUCKING

Section B:

Current L.T. Application Level

In this section, we ask participants how they
currently apply information technology for
their business operations.

A slide illustrating possible I.T. solutions
for their business operations

e What I.T. solutions are you using? Why or
why not (Section C)? Who is / are the service
providers? And what about the service model?

® How does information technology fit in
the above processes? (e.g. CRM for sales &
marketing, Fleet Management System for
trucking operations, GPS for track and trace,
ERP for logistics management, EDI with
external parties via DTTN, etc.)

¢ If RFID is checked as one of the possible I.T.
solutions, please also ask the following questions:

® How specifically RFID technology is related
to you?

= How do you perceive the value of RFID
brought to you and to the industry (or
the entire supply chain) at large?

e Awareness of Containerized Logistics
Management — Smart Container:

¢ Explain three Containerized Logistics
Management, namely:

m E-Seal
m Container Tag (RFID)

® On-board intelligent device (container
black box)

= Brief introduction to these three technologies.

i If any one of Containerized Logistics
Management is checked as one of the
possible I.T. solutions, please also ask:

+ How specifically Containerized
Logistics Management is related
to you (e.g. when and where to
apply, in custom, yard management,
provision of extra container track
and trace service level to client)?

+ How do you perceive the value of
Containerized Logistics Management
brought to you and to the industry
(or the entire supply chain) at large?
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ii If Containerized Logistics Management
is NOT in use, please ask:

+ Have you heard about Containerized
Logistics Management and its
applications (Y / N), if YES, how did
you get this info (e.g. request from
customer / supply chain partner)?

® Are you using information platform (HK,
Mainland China and Overseas) to collaborate with
your business partners? (e.g. DTTN, Savi.net, etc.)

If Yes, what platform you have used?

If No, why and how you communicate with
your business partners?

¢ How satisfied are you with the current technology
solutions within your company today?

Please rate the selected items in terms
of the degree of satisfaction.
(1 = Less satisfied; 5 = Most satisfied)

® How competitive are you with the current
technology solutions Vs the industry today?
(1 = Less competitive; 5 = Most competitive)

® In addition to your current status, how
competitive and in what areas you think
you are in view of the next 5 years of the
development trends?

Show a multiple choice sheet for
participant’s selection

® Please click the following most describing
your current |.T. application.

¢ Totally manual, no hardware and software

*No knowledge and awareness of I.T.
application. The company has no L.T. solution
to solve for daily operating issues (except MS
Office, public email account, etc.)

¢ Have knowledge and awareness of I.T.
application but don’t use any I.T. solution
(except MS Office, public email account, etc.)

¢ Apply limited I.T. solution to automate a
specific area of operations (e.g. document
management system, truck assignment system
but not full fleet management concerned,
finance & accounting system only, etc.)

¢ Full I.T. implementation with an integration
with other internal systems

¢ Full I.T. implementation with an integration
with both internal and external systems

— TRUCKING

Section C:

I.T. Application Barriers & Concerns
In this section, we ask participants what are their

concerns and difficulties to apply L.T. solutions.

® \What is the biggest challenge your company
faces with technology adoption?

Please rate the selected items in terms of
the degree of challenge.
(1 = Less challenging; 5 = Most challenging)

¢ data integration
¢ [imited budget
¢ difficult to assess ROI

+ difficult to cope with rapid technological
changes

* shortage of skilled IT people
¢ user’s recognition on application value is low
¢ lack of industry / government support
* complexity of application software
¢ other (please specify)

® \When deciding to enhance or upgrade your
technological capabilities and customer

offering, what are the most important
motivating factors?

Please rate the selected items in terms of
the degree of importance.
(1 = Less important; 5 = Most important)

¢ improves operational efficiency
¢ improves customer service
¢ direct customer request
¢ reduces labor costs
¢ improves data quality
¢ clear ROI
¢ reduce human error
¢ corporate image
¢ other (please specify)
® Please rank the following concern areas on
an L.T. application:
* Price
* People
¢ Technology
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Section D:

Industry trends / characteristics

In this section, we ask participants how their
industry characteristics will affect their technology
application needs in the future.

¢ \What are some hot issues / trends of your
industry now? (threats, opportunities, new
customer’s requirements, etc.)

¢ For instance, how you perceive the impact
of outbound migration of manufacturing
from GD to outer provinces?

¢ What impact the new labour law has been
exerted on your business?

® How is this transformation going to affect
your business process?

® Do they cast any implications on your
technology application needs? If so, what
are they and why?

® Do you have any IT strategy to adapt to
these changes? If so, what are they?

Section E:
Future L.T. Applications

In this section, we ask participant what their
future L.T. strategic plan is.

®|n order to cope with future business
environment and customer’s requirements,
what kinds of I.T. solutions your company
plans to implement? If NO, why?

Show a list of potential application areas
for participant to comment

® \What business applications and how you
will automate them with technology in
future?

+ Sales and Marketing / Customer Relationship
¢ Purchasing / Business Partner Relationship
* Fleet Management

¢ Job Assignment and Truck Scheduling
Intelligence

¢ Warehousing & Distribution

¢ Communication with internal & external parties
(e.g. Portal Technology and Electronic
Document Exchange)

— TRUCKING

¢ Supply Chain Track & Trace

¢ Supply Chain Security

* Regulation Compliance Management
¢ Business Intelligence

¢ Others

® What do you expect the % of the total cost
in your IT adoption?

e \What is your current spending (in terms of
% and / or absolute amount)?

¢ Do you agree IT able to enhance competitiveness?
(Score 1to 5, 5 is most agreeable)

Section F:
R&D Demand & Aspiration
In this section, we ask participant what industry /

government support are needed in IT adoption

® Do you have any expectation for government /
R&D Centre in helping the industry in term
of short-term & long-term?

Show LSCM'’s 2008 R&D Roadmap for
participant to comment

® In which areas of LSCM R&D roadmap are
you interested in? And what other key
technology initiatives would your company
be interested?

® Are you interested in participating in R&D
projects if such R&D project can resolve
your business problems and improve your
company competitiveness?

e [f government is willing to support 90%
over the total cost of such R&D project, are
you willing to invest together with other
companies within the industry the remaining
amount and share the project deliverables?
Can you think about the possible themes /
topics for such joint R&D project?

e |[f government is willing to support 50% over
the total cost of such R&D project, are you
interested to invest the remaining amount and
own the IP rights of the project deliverables?

® Do you think the function and long-term
goal of the LSCM R&D Centre contributes
to strengthening Hong Kong's economic
competitiveness? If not, why?
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Background Information
e Company Name, job title and / or department

e Size of Company — No. of staff in Hong Kong,
Mainland China and Overseas

e No. of I.T. staff in Hong Kong, Mainland China
and Overseas

® Year of Establishment

® Business Nature (e.g. Toy, Watch, Garment,
Electronic Component)

Section A:

Business Process

In this section, we ask participants how they
typically do their business to identify information
flow and technology needs derived from their
business processes.

A generic work flow diagram applicable
for the industry sector being studied

® This work flow diagram outlines typical
workflow of your industry, say how you
prospect / satisfy your customers, design
your products, plan and control production,
manage material flows as well as finished
goods distribution to your customers. How
far do you think this diagram illustrates how
you do your business? Do you have anything
to add?

® As per above work flow diagram, what kind of
information flows is critical for your operations?

® Which process is the most time consuming?
e Which process is the most costly?

e \What are the critical areas in your business
processes while collaborating with other
business partners along the supply chain,
such as suppliers, buyers, 3PL, etc.?

e What is the pain point(s) you see in your
business processes in complying with
relevant governmental and industrial
regulatory authorities?

MANUFACTURING

Section B:
Current L.T. Application Level

In this section, we ask participants how they
currently apply information technology for
their business operations.

A slide illustrating possible I.T. solutions
for their business operations

What I.T. solutions are you using? Why or
why not (Section C)? Who is / are the service
providers? And what about the service model?

How does information technology fit in
the above processes? (e.g. CRM for sales &
marketing, ERP for production & logistics
management, EDI with external parties via
DTTN, etc.)

+ If RFID is checked as one of the possible
I.T. solutions, please also ask the following
questions:

® How specifically RFID technology is
related to you?

= How do you perceive the value of RFID
brought to you and to the industry (or
the entire supply chain) at large?

® Are you using information platform (HK,
Mainland China and Overseas) to collaborate
with your business partners? (e.g. DTTN, Savi.net,

How satisfied are you with the current technology
solutions within your company today?

Please rate the selected items in terms of
the degree of satisfaction.
(1 = Less satisfied; 5 = Most satisfied)

How competitive are you with the current
technology solutions Vs the industry today?
(1 = Less competitive; 5 = Most competitive)

In addition to your current status, how
competitive and in what areas you think
you are in view of the next 5 years of the
development trends?

®\What are the improvements you have
noticed?
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Show a multiple choice sheet for
participant’s selection

® Please click the following most describing
your current L.T. application.
¢ Totally manual, no hardware and software

*No knowledge and awareness of I.T.
application. The company has no L.T. solution
to solve for daily operating issues (except MS
Office, public email account, etc.)

¢ Have knowledge and awareness of I.T.
application but don’t use any I.T. solution
(except MS Office, public email account, etc.)

¢ Apply limited I.T. solution to automate a
specific area of operations (e.g. document
management system, warehousing system
but not full ERP, finance & accounting
system only, etc.)

¢ Full I.T. implementation with an integration
with other internal systems

¢ Full I.T. implementation with an integration
with both internal and external systems

Section C:

I.T. Application Barriers & Concerns
In this section, we ask participants what are their

concerns and difficulties to apply I.T. solutions.

® \What is the biggest challenge your company
faces with technology adoption?

Please rate the selected items in terms of
the degree of challenge.
(1 = Less challenging; 5 = Most challenging)

¢ data integration
¢ limited budget
¢ difficult to assess ROI

¢ difficult to cope with cope with rapid
technological changes

* shortage of skilled IT people

¢ user’s recognition on application value is low
¢ lack of industry / government support

* complexity of application software

¢ other (please specify)

MANUFACTURING

® When deciding to enhance or upgrade your
technological capabilities and customer
offering, what are the most important
motivating factors?

Please rate the selected items in terms of
the degree of importance.

(1 = Less important; 5 = Most important)
¢ improves operational efficiency

¢ improves customer service

¢ direct customer request

* reduces labor costs

¢ improves data quality

¢ clear ROI

¢ reduce human error

¢ corporate image

¢ other (please specify)

® Please rank the following concern areas on
an L.T. application:
¢ Price
¢ People
¢ Technology

Section D:

Industry trends / characteristics

In this section, we ask participants how
their industry characteristics will affect their
technology application needs in the future.

e What are some hot issues / trends of your
industry now? (threats, opportunities, new
customer’s requirements, etc.)
¢ For instance, how you perceive the impact
of outbound migration of manufacturing
from GD to outer provinces?

¢ How would you see the business loss to
the emerging manufacturing countries,
such as Vietnam, Indonesia, etc?

* What impact the new labour law has been
exerted on your business?

® Do you foresee any micro / macro trends that
are going to impact your industry in the
future?

e How is this transformation going to affect
your business process?

e Do they cast any implications on your
technology application needs? If so, what
are they and why?

® Do you have any IT strategy to adapt to
these changes? If so, what are they?
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Section E:
Future L.T. Applications

In this section, we ask participant what their

future I.T. strategic plan is.

®|n order to cope with future business
environment and customer’s requirements,

what kinds of I.T. solutions your company

plans to implement? If NO, why?

Show a list of potential application areas
for participant to comment

¢ What business applications and how you will
automate them with technology in future?
¢ Product design
¢ Sales and marketing / Customer relationship
¢ Purchasing / Supplier relationship
¢ Production planning
¢ Production process control and management
* Warehousing & Distribution

¢ Communication with internal & external
parties (e.g. Portal Technology and Electronic
Document Exchange)

¢ Supply chain track & trace
¢ Supply chain security
¢ Compliance management
¢ Forecasting / Event Management
¢ Business Intelligence
¢ Others
® \WWhat do you expect the % of the total cost
in your IT adoption?

e \What is your current spending (in terms of %
and / or absolute amount)?

MANUFACTURING

Section F:
R&D Demand & Aspiration
In this section, we ask participant what industry /

government support are needed in IT adoption

® Do you have any expectation for government /
R&D Centre in helping the industry in term
of short-term & long-term?

Show LSCM'’s 2008 R&D Roadmap for
participant to comment

In which areas of LSCM R&D roadmap are
you interested in? And what other key
technology initiatives would your company
be interested?

® Are you interested in participating in R&D
projects if such R&D project can resolve
your business problems and improve your
company competitiveness?

If government is willing to support 90%
over the total cost of such R&D project, are
you willing to invest together with other
companies within the industry the remaining
amount and share the project deliverables?
Can you think about the possible themes /
topics for such joint R&D project?

If government is willing to support 50% over
the total cost of such R&D project, are you
interested to invest the remaining amount and
own the IP rights of the project deliverables?

Do you think the function and long-term
goal of the LSCM R&D Centre contributes
to strengthening Hong Kong’s economic
competitiveness? If not, why?
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ORIGINAL TEXT OF
“POLICY OF CHINA RFID INDUSTRY DEVELOPMENT"
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ORIGINAL TEXT OF
“POLICY OF CHINA RFID
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TECHNOLOGY

1.

ORIGINAL TEXT OF
"THE ADOPTION & APPLICATION OF RFID
IN RELEVANT INDUSTRIES
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TECHNOLOGY IN RELEVANT INDUSTRIES

8. HBLERGREXLEETHEE NEX2"RE
B E " W E RRR TR RBRS RBHE
TELEHEAR (RFID) BMEZERETRZER
WAITHR B T2009F KRR B EREL
RREISBERE BR 2R — S -

9. PFE=HRFID (514MIRA) 7= L BREE TAEM A%
EE-9REBIEAEEXEE™ I SEILIE
£ FRFE=HRFID (FH5MIRF) Pl BB ERX A
Mo WFEZHRFIDM I ERBE R f5 » @1 = i g]
FVERZE-REHEA -mHEENAR 5l# E
- RES HERMXNEHEASEEES
HLEBBEEREANHHER LB KEH 3=
WER U=l g BEIROEARNALESE
N R AR MEE R K58 = it RFIDF=l o

10. ANERSERRRE LEBHARLE LR HMND
RUBRET (XTFARRFRAREZLEH
ERTHWED) B BRAEA BHNE
B ) ERR = RIBE S EIKT » Fot
ARESHRFRIER - THBBINK - T
SR EBMEE RIRTLHBESR
BNE B XERGH ARG RI2005E4
ERES 2 LR TI800SFRI LTS
THE-HRRREERBIRES D - I EER
BRRANE 4% 4 BEERFRMAEE
5 MR SRR R EREE RN RS
T HER TR AICFELTRE  REMS
£ HRBEE-BTRMA ERGHRT
—RE RALEEREBRE P ERERE
T BRATDEIRE

IN CHINA”




APPENDIX E

MEMBERSHIP APPLICATION FORM

Act Now! ‘//

Apply Centre Membership
on or before
31 March 2009 to enjoy
Annual Membership
Fee Waiver!

Centre Membership Scheme

Promotional Terms and Conditions:
. The promotional period is between 1 April 2008 and 31 March 2009 inclusive (the "Promotional Period").

N =

Applicant is required to submit the completed application form via mail or online channel together with all supporting documents within the Promotional
Period. A notification letter will be sent to the successful applicant by mail.

@

Membership application is subject to the LSCM R&D Centre's usual membership approval procedure.

»

Membership and annual membership fee waiver for successful applicant will expire on 31 March 2009. Next membership year will be started on 1 April
2009, annual membership fee shall be payable upon renewal.

&

The LSCM R&D Centre reserves the right to amend the promotional offers and these terms and conditions at any time without prior notice. In the event of
any disputes arising out of this promotion, the decision of the LSCM R&D Centre shall be final.

A member of Hong Kong R&D Centres
EREH B P LRE




APPENDIX E

MEMBERSHIP APPLICATION FORM

Application Form for LSCM R&D Centre Membership

Membership Categories (vlease select and mark with a tick)

Centre Membership Categories

O Individual Membership O Company / Institute Membership O Technology / Solution Provider Membership

Part IA- General Information (For “Company/ Institute” & * Technology /Solution Provider" Membership Only)

Company Name (in English) (In Chinese)
Office Address / Correspondence Address Telephone Number
Facsimile Number
Email
Postcode Country Website
Name of Representative (in English) (in Chinese)
Olr OProf ODr OMr OMrs O Ms
Position (in English) (in Chinese)
Business Registration Number Year of Establishment
No. of Staff in Hong Kong No. of Staff (outside Hong Kong)
Part IB - General Information (For individual Membership Only)
Name (in English) (in Chinese)
Olr OProf ODr OMr OMrs O Ms
Correspondence Address Telephone Number
Email
Your Job (please specify your company name)
Postcode ‘ Country
Part Il - Industry (please mark with a tick)
O Government O 3rd / 4th Party Logistics Service O Trucking
O Non-profit Organization O Shipping O Logistics & Courier Services
O University O Freight Forwarding - Air / Sea O Retailer
O Technology - Hardware Vendor O Storage & Warehousing 0O Manufacturer
0O Technology - Software Vendor O Carrier Services O Others, please specify:
O Technology - System Integrator 0O Cargo Terminal Operators
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MEMBERSHIP APPLICATION FORM

Part lll - Payment Method

By Cheque
Please issue a cheque for the appropriate amount made payable to “Hong Kong R&D Centre for Logistics and
Supply Chain Management Enabling Technologies Limited”. Please write the full name of your company at the
back side of the cheque. An acknowledgement of receipt will be returned to you within Ten(10)working days.

Issuing Bank: Cheque Number:

Part IV - Terms and Conditions

1. Membership commences on 1 April and expires on 31 March each year. Annual Membership Fee will be calculated on quarterly
basis (three months) for members joining at any time of the year.

2. Annual Membership Fee is payable upon application. Please issue a cheque payable to “Hong Kong R&D Centre for Logistics
and Supply Chain Management Enabling Technologies Limited”, and attach it to the application form.

3. Annual Membership Fee:
* Free (Individual Membership)
* HK$2,000 (Centre Membership - Company / Institute)
* HK$10,000 (Centre Membership - Technology / Solution Provider)

4. Applications for membership will be considered by the LSCM R&D Centre at the regular meeting scheduled for that purpose, the
entire application procedure will take around Forty-five (45) working days.

5. The applicant reserves the right of terminating the membership by giving no less than Thirty (30) days’ written notice to the
Administration Department of the LSCM R&D Centre.

6. The LSCM R&D Centre reserves the right to use member's company name and logo for display in our official functions and
marketing materials.

7.The LSCM R&D Centre reserves the right to amend these Terms and Conditions at any time without prior notice.

Part V - Declaration of the Applicant

1. The applicant declares that all particulars given in the application are true and correct.
2. The applicant agrees to the Terms and Conditions and the Bylaws relating to Membership (Annex 1).
3. The applicant agrees to pay the annual membership fee upon application.

4. The applicant agrees the information submitted can be used by the LSCM R&D Centre for
membership related purpose.™

Authorization Signature: Position: Date:

(For company membership, please sign with company chop)

**About Your Information and the Personal Data Privacy Ordinance

The membership data can be used by the LSCM R&D Centre for membership related purposes such as production of the Members’ Directory, issuing membership
certificate, sending out circulars and publications, conducting surveys, or other directly related activities in print or on-line format. If you wish to make alternative
arrangement or not to receive certain information, please inform us in writing. For unsuccessful applications, personal data collected will be destroyed after Six (6) months.

For LSCM R&D Centre Use

Membership Application Received on: Received By:

Approved at Regular Meeting held on: Membership Number:

Membership Class:

Remarks: Handled by:
Funded by: n
HONG KONG
p Iﬁ\ovaﬁon jfd o Et1J Centres
Technology Commission FEGRD O
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MEMBERSHIP APPLICATION FORM

Appendix 1

BYLAWS OF THE HONG KONG R&D CENTRE
FOR LOGISTICS AND SUPPLY CHAIN MANAGEMENT
ENABLING TECHNOLOGIES

ARTICLE | MEMBERSHIP

SECTION 1
Categories of Membership: Membership in the Centre shall be in Three (3)
categories as follows:

Individual: An individual membership shall be available to all person who is
interested in innovative logistics and supply chain related technologies

Company / Institute: An organization membership shall be available to all
companies / institutes, e.g. small or medium sized enterprises, venture
capitalists, R&D organizations and universities

Technology / Solution Provider: An organization membership shall be
available to all companies that provide solutions and technologies to end-
user companies, e.g. vendors, Sl

SECTION 2

Membership Application Procedures: Application for membership in the Centre
shall be made by completing the prescribed form. The completed form shall
be returned to the Centre in person, by mail or through on-line submission.

In person / By Mail:

. Obtain the application form in person from the LSCM R&D Centre Office or
download the form online.

. Carefully read the Notes to applicant on the application form to understand

the requirements and procedure for application for membership.

Submit the completed application form and a copy of Business Registration

with annual membership fee* to the LSCM R&D Centre Office in person or

by post. Please issue a cheque for the appropriate amount made payable

to “HK R&D Centre for Logistics and Supply Chain Management Enabling

Technologies Limited”. An acknowledgement of receipt will be returned to

you.

. The LSCM R&D Centre Office will contact you for further information if

necessary and will inform you of the result of the application in due course.

The cheque payment will be settled only when the application is approved.

For membership enquiries, please contact the LSCM Office at (852) 2299

0551 quoting your reference number or email us at membership@Iscm.hk

*Applicable to company membership only

-

N

(<)

N

4!

On-line Submission:

. Select “Online Registration” under Membership of the Centre’s official
website at www.Iscm.hk.

Carefully read the Notes to applicant on the on-line application form to
understand the requirements and procedure for application for membership.
Submit the completed form and select payment method.

-

N

@

(@) By Cheque

Please issue a cheque for the appropriate amount made payable to “Hong
Kong R&D Centre for Logistics and Supply Chain Management Enabling
Technologies Limited”. The cheque should be sent together with a copy of
Business Registration* to the following address within Two (2) weeks:

Hong Kong R&D Centre for Logistics and

Supply Chain Management Enabling Technologies
Room 202, Level 2, Block B, Cyberport 4

100 Cyberport Road, Hong Kong

(Ref.: Membership Application - Reference No. XXXX)

Please write the full name of your company at the back side of the cheque.
An acknowledgement of receipt will be returned to you.

(b) By Credit Card

Please input credit card information on-line and the annual membership
fee will be debited from this credit card only when the application is
approved. Please send a copy of Business Registration* by fax:
(852) 2299 0552 or email: membership@Iscm.hk within 2 weeks.

N

. The LSCM R&D Centre Office will contact you for further information if
necessary and will inform you of the result of the application in due course.

For membership enquiries, please contact the LSCM Office at (852) 2299
0551 quoting your reference number or email us at membership@lscm.hk

L

*Applicable to company membership only.

The LSCM R&D Centre reserves all rights to amend the Terms and Conditions
on the prescribed form at any time without prior notice.

SECTION 3

Membership Dues and Admission: Membership commences on 1 April and
expires on 31 March each year. Annual Membership Fee shall be payable
upon application. For renewal, Annual Membership Fee shall be payable on
or before the first day of the next membership year.

Annual Membership Fee:

Individual: Free
Company/Institute: HK$2,000.00
Technology / Solution Provider: HK$10,000.00

Membership fee will be calculated on quarterly (three months) basis for
members joining at any time of the year.

The amount of Annual Membership Fee shall be determined annually by the
Centre provided that the Centre may in its absolute discretion reduce, remit
or waive any Annual Fee from or paid by an Individual, a Company/Institute or
a Technology/Solution Provider member.

SECTION 4
Termination of Membership: Memberships may be terminated:

(a) by resignation: A member in good standing, may resign at any time by
giving Thirty (30) days written notice, and no annual dues or any part(s)
thereof shall be refunded. Resignation shall take effect not earlier than
Thirty (30) days after receipt of the written notice by the Centre.

(b) by lapsing: A membership will be considered as lapsed and automatically
terminated if such member’s dues remain unpaid for Thirty (30) days after
the first day of the membership year; however, the Centre may grant a
grace period of an additional Thirty (30) days to such delinquent members.
Members whose membership has lapsed shall be allowed to rejoin as a
renewing member at the absolute discretion of the Centre.

(c) by expulsion: A membership may be terminated by expulsion as provided
in Section 7, Article | of these Bylaws, or any other conduct that is
seriously prejudicial to the Centre.

SECTION 5
Transfer of Membership: Membership of the Centre shall not be transferred or
assigned.

SECTION 6

Reinstatement: A person / company whose membership has been terminated
for non-payment of dues may be reinstated as a member upon payment of
the current annual dues. A person / company whose membership has been
terminated for any other reasons may apply for reinstatement as a new applicant
only as prescribed in Section 2 and 3 of this Article |. Reinstatement shall not be
granted to persons / companies with any outstanding indebtedness to the Centre.

SECTION 7

Rules of Conduct: These Guidance Notes apply to all Members. The Centre
may change or add any Rules from time to time provided that such changes
or additions are not contrary to these Bylaws.

(@) Members shall demonstrate a level of competence consistent with their
class of membership

(b) Members shall at all times act with integrity and contribute to society

(c) Members shall not infringe intellectual property rights including but not
limited to copyrights, trademarks, service marks, trade dress, design
rights (registered or not) and patents of other, and shall give proper credit
for intellectual property rights when usage of such right is granted

(d) Members shall respect the privacy of other

() Members shall be honest and trustworthy

() Members shall be fair and not to discriminate regardless of religion,
gender, disability, age, or national origin

(9) Members shall reject bribery in all its forms, and shall avoid engaging in
work or act that leads to conflict of interest situation

(h) Members shall seek, accept, and offer honest criticism of R&D work, and
to credit properly the contributions of others

SECTION 8

Personal Data Privacy Ordinance: The membership data can be used by the
LSCM R&D Centre for membership related purposes such as production of
the Members' Directory, issuing membership certificate, sending out circulars
and publications, conducting surveys, or other directly related activities in
print or on-line format. If you wish to make alternative arrangement or not
to receive certain information, please inform us in writing. For unsuccessful
applications, personal data collected will be destroyed after Six (6) months.

SECTION 9

Amendments: These Bylaws may be amended by the Board of Directors
of the Centre from time to time at its discretion. In case of any discrepancy
between the Bylaws and the Memorandum of Association of the Centre, the
Memorandum of Association of the Centre shall prevail.
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MEMBERSHIP APPLICATION FORM

Centre Membership

Category Criteria and Benefits Annual Fee

Individual participates as an ordinary member.
Individual Members.Benefllt . .
Membership ¢ Entry to international networks of companies and researchers ree

¢ Have preference to participate in LSCM R&D Centre’s organized events (e.g. training,
conference)

Company / institute participates as an ordinary member, e.g. small or medium
sized enterprise, venture capitalist, R&D organizations and universities.
Members’ Benefit

e Entry to international networks of companies and researchers

® Access to LSCM R&D Centre's project portfolio and information, provided that
Company / Institute project confidentiality is not comprised

Membership ¢ Have preference to participate in LSCM R&D Centre’s organized events (e.g. training, HK$2,000
conference)

® Access to membership networks and member area on website
¢ Have preference to participate / sponsor / co-organize in LSCM R&D Centre’s events
e Company name listed on LSCM R&D Centre website

¢ Have rights to display “Member of LSCM R&D Centre” on business card and other
various functions, occasions, materials and applications subject to approval

Companies that provide solutions and technologies to end-user companies. They will
have preference to participate / speak / sponsor / co-organize in Centre’s events.
Members’ Benefit

¢ Entry to international networks of companies and researchers

e Access to LSCM R&D Centre’s project portfolio and information, provided that
project confidentiality is not comprised

Technology / ¢ Have preference to participate in LSCM R&D Centre’s organized events (e.g. training,

Solution Provider CEEETE ) )
Membership ® Access to membership networks and member area on website

* Have preference to participate / sponsor / co-organize in LSCM R&D Centre’s events
e Company name listed on LSCM R&D Centre website

* Have rights to display “Member of LSCM R&D Centre” on business card and other
various functions, occasions, materials and applications subject to approval

® Opportunity to champion new Supply Chain Management enabling technologies

e Eligible to participate in providing consulting and solutions to LSCM R&D Centre
community

Application Procedures

1. Obtain the application form in person from the LSCM R&D Centre Office or download the form online.

HK$10,000

2. Carefully read the notes to applicant on the application form to understand the requirements for membership.

3. Submit the completed form and a copy of Business Registration with annual membership fee* to the LSCM R&D Centre
Office in person or by post. Please issue a cheque for the appropriate amount made payable to “Hong Kong R&D Centre for
Logistics and Supply Chain Management Enabling Technologies Limited”. An acknowledgement of receipt will be returned to
you within Ten(10)working days.

4. Postal address: Hong Kong R&D Centre for Logistics and Supply Chain Management Enabling Technologies, Room 202, Level
2, Block B, Cyberport 4,100 Cyberport Road, Hong Kong

5. The LSCM R&D Centre Office will contact you for further information if necessary and will inform you of the result of the
application in due course. The cheque payment will be settled only when the application is approved.

6. For membership enquiries, please contact the LSCM Office at 2299 0551 quoting your reference number or email us at
membership@Iscm.hk.

* Applicable to company membership only
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Hong Kong R&D Centre for Logistics and
Supply Chain Management Enabling Technologies

FEEMARRMEREEEBRWMAB O

Contact Us

Hong Kong R&D Centre for Logistics and
Supply Chain Management Enabling Technologies

Room 202, Level 2, Block B, Cyberport 4,
100 Cyberport Road, Hong Kong

Telephone : (852) 2299 0551
Facsimile : (852) 2299 0552

Email : info@lscm.hk
Website : www.lscm.hk
BRigEM

FEEPRRHtEREEERARFEHREBRO
BBHIEBE 005 BTGB 4B 218202
B 1 (852) 2299 0551

BHE : (852) 2299 0552

ZE  info@lscm.hk

AU 0 www.lsem.hk
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