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RESEARCH PROJECTS this cut is to lead China closer to market economy.

The project intends to analyse the impact and effect
of this real reform.

A Multiple Discriminant Analysis of Tax Audits in (BS97025)
China on International Transfer Pricing

4« CHAN Koon Hunge MO Phyllis* Tax Dispute Resolution in China

O 1 July1998 £ JIANG Zhaodong

7

% Research Grants Council O 1 September 1997

. o . % Research Grants Council
Decisions by multinational companies (MNCs) on the

pricing of goods and services transferred from onethe purpose of the project is to provide a
affilate to another are complex and important, aS comprehensive study of tax dispute resolution in

they Tvolv|e dcon§|derat|ortls| c')fbl nur:r|1_eroufs China, with in-depth analyses of various related
organisational and environmental varabies. 1ransteliggog anqg problems. It would contain discussion on

pricing ma;f/ b% a(_jopted by NIIINCS asda meCha”_'S’_“ Ghe making and implementation of China's tax policy
mancuver funds internationally in order to maximise 5,4 rjes. |t also addresses the functioning of

glokball p(;oﬁts a;]r)d to'vlr;\al(éu_ce worIdV\_/lded gperatlonal government bureaucracy in relation to tax
risk. In doing this, a Is constrained by counter- yyministrative in China. The focus of the project

measures !ntroducgd by governments. would be on the legal and adjudicative system
The objective of this empirical study is to assess the

probability that a particular foreign investor in China ggzﬁ?rr;mg tax payers' rights and complaints in the

will be targeted by tax authorities for an audit on (CU97 4'23)

international transfer  pricing. A multiple

discriminant analysis is proposed to examine the

relative significance of some organizational and

environmental variables on tax authorities' choice of

enterprises for audits, and to determine the QI Dagjing

combination of these variables that best discriminant

enterprises being audited from those not beingd 31 October 1997

audited by Chinese tax authorities. The results% CUHK Research Committee Funding

should be used to guide foreign investors to assess

the risk of tax audits, to formulate relevant corporate This project will first investigate the relation between

policies to better comply with China's legislation, and stock returns and accounting earnings under the

to have a better understanding of the decision-makingassumption that the function that maps unexpected

process of Chinese tax authorities. The findings ofearnings into stock returns is nonlinear, and then

the research should also have an importantexamine what are the likely effects of not controlling

contribution to the theory of international transfer for such non-linearity on empirical studies that

pricing in developing countries. assume a linear returns-earnings relation. A

(CU97415) parsimonious nonlinear model will be developed and
used to analyze the effects of the non-linearity in the

The Effects of Nonlinear Returns-Earnings
Relation on Empirical Research

An Econometric Estimation of the China State  returns-earnings relation on empirical studies. This
Own Enterprise Reform model is compatible with the currently widely
adopted unexpected earnings response regression
& CHAN Wing Yiu Paule CHOI Hak (Decision model, which rests on a linear returns-earnings
Sciences & Managerial Economics) relation, but incorporates salient features of possible
O 1 February 1998 non-linearity. Annual data will be used for hypothesis
testing and statistical analysis will be based on the
intertemporal distribution of coefficients from annual

regressions. This project differs from previous studies

The CElnese ecopom%/ has_ elxperlugr?u(:)e%fast r?rolwmn this area by focusing on the effects of the nonlinear
since the economic reform in late - Over the 1ast g 1a4i0n on empirical studies that assume linearity,

decade, the average annual GD.P growth rate hgs b?%ﬂstead of whether the intrinsic elation between
around 9.5%. However, the Chinese economy is still o4\ \ns and earnings is linear or nonlinear.
dominated by state own enterprises (SEO). These(BS97003)

SEQO’s is characterized by old equipments, excess

labor and low productivity. In the recent party

conference, the Chinese government vowed to cut

this sector. A lot of workers will be put to the street

to find their own means. Some of them will be

absorbed by the private sector, but not all. The aim of

« CUHK Research Committee Funding
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Value Relevence of Earnings in a Volatile Market ~ 1996-97
Condition
£ WU Yuwu Woody
O 1 November 1997
1995-96

« CUHK Research Committee Funding

While there is a scarcity of publicly available
information Asia-Pacific stock, little attention has 1994.95
been paid to earnings information by investors and
academics alike in the region. The primary

justification for this phenomenon is that emerging

Asia-Pacific capital markets are too volatile, although

there has been no systematic studies of the value
relevance of accounting earnings. This study will
shed light on this issue. It evaluates the impact of
accounting earnings information on stock prices
during the 1987 stock market crash in the context of
noise trading. By incorporating noise trading, this
study contributes to the understanding of the role of
earnings information under volatile market conditions.
(BS97004)

996-97

1996-97
Please refer to previous issues of this publication
for more details of the following ongoing research
at the department:
N . i 1995-96
Edition Title/Investigators
1995-96 An Audit Scheduling Model in a
Computer Decision Aid Framework for
External and Internal Audits of 1996-97
Multinational and Multilocational
Companies (CU93118)
& CHAN Koon Hung
1995-96 Field Studies on  Related-Party 1996-97
Transactions for Multinational
Corporations  Operating in  China
(CU94001)
£ CHAN Koon Hung e¢ CHOW
Lynne* 1995-96
1996-97 Differential Market Impacts on Voluntary

Disclosure (BS96004)
& CHENG Shu Tong

Voluntary Disclosure by Hong Kong
Listed Companies: A Cultural-Economic
Analysis (BS96005)

£ HO Shun Man Simon

Chinese Tax Regimes Governing Foreign
Investment (BS95026)
& JIANG Zhaodong

Audit Qualification, Low-Balling and
Auditor Switching (SS94031)
£ LEE Dominica Suk Yee

The Determinants and Valuation Effects
of Financial Disclosure and Related
Choices by Listed Chinese Enterprises
(CU96401)

& LEE Dominica Suk Yees CHOW
Chee Wob ¢ TANG Yun-wei* e
WU Yuwu Woodye HAN Jerry C.
Y.*

An Empirical Study of the Information

Content of Negative Earnings (BS96006)

« LEW Yee Hong e CHAN Koon
Hung

Simplification  of the  Securities
(Disclosure of Interests) Ordinance in
Hong Kong (LA95008)
& LOW Chee Keong

Hong Kong Financial Users' Perceptions
of the Bases of Litigation Against
Auditors (BS96007)

& MAJID Abdul ¢ LEE Grace Meina

Preemption, Signal Informativeness, and
the Incremental Information Content of
the Annual and 10-K Reports (BS96008)
& QI Daging

Earnings Manipulation and Management
Buyout (BS94009)
& WU Yuwu Woody

RESEARCH OUTPUTS AND PUBLICATIONS

<P972355> Low, Chee Keong."The Awa Case: Implications for the Hong Kong Directadturnal of Asian
Business0l.13 no.2, pp.81-98. Michigan, USA, 1997.

<P972356> Low, Chee Keong. Securities Regulation in Malaysi&95 pgs. Malaysia: Malayan Law Journal,

1997.08.
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<P973917>

<P980408>

<P980409>

<P980410>

<P980411>

Low, Chee Keong. "Securities Law and the Regulation of Financial Market¥he Business
Guide to Malaysiad. by Loh Siew Cheang. pp.221-255. Singapore: Butterworth-Heinemann Asia,
1997.12.

Walker, Gordon R.; Low Chee Keong and Lominus Lo Ming. "The Annotated Statutes of
Malaysia: Securities Industry (Central Depository) Act 1991". 101 pgs. Malaysia: Malayan Law
Journal, 1998.04.

Majid, Abdul; Low Chee Keong and Krishnan Arjunan. "Company Directors'Perceptions of
Their Responsibilities and Duties: A Hong Kong Surveylang Kong Law Journabol.28 part 1,
pp.60-89. Hong Kong, 1998.03.

Jordan, Cally; Colleen Stanley and Low Chee Keong."International Securities Regulation:
Hong Kong". International Securities Regulation: Pacific Red. by Gordan R.Walker, James D.
Cox, lan Ramsay and Robert C. Rosen. pp.1-46. USA: Oceana Publications Inc, 1998.03.

Low, Chee Keong. "Securities Regulation"The Business Guide to Hong Koad. by Fred Kan.
pp.125-144. Singapore: Butterworth-Heinemann Asia, 1998.02.
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RESEARCH PROJECTS rather than simultaneously. The second argument is

due to information incompleteness. When consumers
have incomplete information about goods’ quality,

A Java-Based Architecture  for Adaptive  pherq pehavior may arise. Similarly, when a person’s

Information Systems Integration characteristics are incomplete knowledge to others,
, consumption of fashionable products may signal the
#  CHEUNG Wai Mane YEE Lester W.* characteristics of the person (e.g., that the person is
O 1 October 1997 well off). The second purpose of the study is to
< Research Grants Council provide managerial insights and a practical guidance

for firms to make better product design decisions.

Enterprise information systems in significant For this sake, the roles of production costs and
production organizations (SUCh as in airport Competltlon among SUppllerS will also be studied.
operations and major manufacturing enterprises) ardBS97005)

characterized with distributed, heterogeneous data
and knowledge systems operating over wide-areaFirm Dynamics, and Job Creation: A Study of
networks. Endemic to these enterprises has been themall Business in the Chinese Economy

difficult issue of information systems integration

whereby heterogeneous hardware and software FUNG Ka Yiu Michael ¢ NGO Hang Yue
systems need to inter-operate with one another. (Managementy CHOW Kong Wing*
Furthermore, individual systems necessarily evolve 1 October 1997

as information requirements change. The 4  CUHK Research Committee Funding
omnipresence for such changes creates the potentiaT

!siue ct)lf cogémual dreflntetﬁranonz t.Wh'Cht'S rt1_ot The objective of this research is to evaluate
inherently - addressed inhe existing - ntegration . oqyctivity growth and job creation ability of small

q_wﬁthodologmhs. K devel hi aEusinesses in China. This study has several
IS research seexs to develop a new architeCturagq i tions: (1) If small firms do create a more

solution to address the problem by incorporating the nevitive environment which pressurizes other
platform-independence of Java software technology

ith . d e d 4 knowled enterprises to improve their efficiency, it is important
With an integrated enterprise data- and knowledge-, gyamine whether and how much small enterprises

repository called the Metadatabase. The prototyping. wribute to the economy’s productivity growth. As
of such a system will provide proof of concept and a5 result this study can sketch a comprehensive
platform for analysis. It is expected that such an picture 6f how small - and medium-sized firms
adaptive (easily evolvable) architecture is feasible .o ivite to the development of a competitive

and will succeed existing research approaches in the .o omic enviroment (2) How do small - and
area. The predicted value of this research for . .iim-sized firms  create jobs?  Since

ent_erprises will be an alternative solution to the high unemployment is an important policy question in
maintenance overhead (effort and cost) typical 0 ré-china ~the job creation ability of the small - and
integration efforts. medium-sized firm sector can have an important
(CU97032) impact on the labor market.

(BS97006)

A Theory of Product Design Strategies: From
Total differentiation to Fashion Cycles

Capacity Management and Operating Decisions in
+ CHIU Yiu Wahe YANG B. Rachel* a Hospital Intensive Care Unit

O 1 October 1997 & KIM Seung Chule HOROWITZ Ira*e YOUNG
% CUHK Research Committee Funding Karl K.* « BUCKLEY Thomas A.*

O 1 October 1997
In some markets firms alter their product designs., cUHK Research Committee Funding
drastically from time to time, while in other markets
firms continue to market the same products. In somey
markets, firms each produce a single product, while

n dother \rpvﬁrkets ]I'”?]?Q' ea:ccp dproduce_ ”?“'“P'e capacity impacts on both the welfare of patients and
products. Whereas fashion of fad may arise in SOM&, ¢ pagpital’s cost effectiveness. Decisions made in

markets, consumer loyalty in one branq hay preyail Nihe ICU affect the operations of other departments.
others. The first purpose of this study is to provide Ayet. decision making in an ICU tends to be mainly

ggneral fgamewt;)rk to Bexp(ljaln tthg_t_afor:emennone;j subjective and lacking in clear criteria upon which to
iverse observations. Besides traditional argumentsy .o oy given decision. The study reviews the

two new ones are examined in this study. The firstis .o operating procedures in one particular ICU,

that du_e to products’ in divisibility as weI.I as budget that of a public hospital in Hong Kong, and develops
constraints consumers may prefer diversity over time,

hospital’s intensive care unit (ICU) is a limited and
critical resource whose efficient utilization of
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a computer simulation model to improve both the increasing the generalizability of the findings. From
unit's capacity utilization and the quality of care a practical standpoint, managers can adopt the

provided to its patients. findings for successful implementation of TQM
(BS97007) which contributes to better quality results, higher

customer satisfaction, and ultimately more
A Longitudinal Investigation of Using an Internet- competitive financial performance.

Based GSS System to Support Networked Team (BS97008)
Building and Team Work

Income Distribution and Economic Growth in
& LAl Siu King ¢ HUANG Wef" East Asian Countries

O 10 March 1998

% CUHK Research Committee Funding & LI Hongyi

O 1 November 1997

Internet  technology becomes an important ¢ CUHK Research Committee Funding
competitive force to modern organizationsecBnt
survey research has shown that when the worldThis project examines the relationship between
economy is becoming more and more global andincome distribution and economic growth in the East
regional, organizational structures of many successfulAsian countries. During the past decades, the East
US fortune 500 corporations are going to be moreAsian countries have experienced miracles of fast
“virtual” or “networked”. One of the essential economic growth compared to many industries. It is
elements in this networked organization is thealso seen that inequality in income distribution in
networked team work. A Group Support System some East Asian countries has been increasing.
(GSS) aims at enhancing team work and performanceHowever, the relationship between income
But Internet technology is still in its early stage of distribution and growth is not clear in those East
development and relatively little is known about the Asian countries. The researchers will investigate the
use of Internet technology to support networked teamdeterminants of income distribution and economic
work. The main research question of this study is:growth of the East Asian countries, and the
whether an Internet-based GSS can be used toelationship between the two will be studied in
support the networked teamwork, and how? Theparticular.
research results should provide some importantThe project has significant policy implications in that
insights to improve the design and functionality of a if that if income inequality gets worse in an economy
better Internet-based GSS, and at the same timewith high economic growth rate, then the poor
would provide useful suggestions to networked population may benefit less from the economic
organizations in terms of how to effectively use an growth. This has serious consequences on poverty
Internet-based GSS to support networked team work. reduction, especially in poorer East Asian countries
(BS97030) where a substantial proportion of the population still
live under the poverty line. However, even in

The Effectiveness of Quality Improvement countries such as Hong Kong where the per capita

Practices in Hong Kong Service Industry GDP is among the top of the richest countries in the
world, the issues of income inequality and poverty
& LEE Tien Sheng are important to the long-run social and political
O 1 November 1997 stability and economic prosperity.
(BS97009)

« CUHK Research Committee Funding

This research attempts to provide an empirical studyGenet'C Synthesis of Expert Neural Models

on a holistic Total Quality Management (TQM) & MAK Lai Fong Brenda
model, using the Malcolm Baldrige National Quality
Award (MBNQA) as the model framework. The O 1May1998

model integrates organization quality improvement < CUHK Research Committee Funding

practices, and financial performance, An extensive

survey will be conducted to investigate the quality This study combines the neural net and genetic
improvement practices in service industry in Hong algorithm methods to model the mental models of

Kong. Structural equation modeling will be experienced managers and novices. By analyzing the
undertaken to provide empirical evidence for the mental models of experts and novices, we will be

theoretical causal relationships. It is expected thatable to better understand how managers learn. The
effective quality improvement practices will have a neural net method has been found to be a robust
positive influence on the performance results. method of modeling in previous works. To search for

In term of academic research, the research modethe optimal network structure, the genetic algorithm

serves as a basis for further empirical work aiming atwill be applied. The result is a better understanding
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on (1l)expert and novice decision models and (2)theWhile the study of risk management is still in its

robustness of the combined genetic algorithm andinfancy, there are several unique elements in Hong

neural network methods in modeling human Kong, such as different tax structure and political risk.

judgment. The findings will be used to develop Based on these, this study will contribute not only to

proposals for further research on managerial learning.understand risk management in Hong Kong and

(BS97031) Shanghai but also risk management elsewhere in
general.

The evidence, accumulated so far, about foreign
exchange risk represents a puzzle. By incorporating
hedging pattern in this line of research can be fruitful
in resolving the puzzle. The research results will lead

Stock Groupings and Risk and Return of Red
Chips and H Shares

£ MOK Man Kwong Henry CHAU Sandy*

U 2 January 1998
« CUHK Research Committee Funding

to referred international journal publications.
(CU97426)

H shares are joint-stock companies, incorporated in
China and selected for listing in Hong Kong, whereas,
Red Chips are Hong Kong incorporated firms but
have significant Chinese equities. Although Red _ ...
Chips and H shares both received staunch backingml

from the mainland, the price performance of the Iatter1996_97
lag behind that of the former by a wide margin. The
researchers attempt first to investigate the stock
groupings of these two types of stocks by factor
analysis. Then, from the groupings by factor analysis,
they attempt to investigate the risk-return tradeoff
among these two types of stocks. They expect to
uncover unique stock groupings other than industriallgg\,‘_,_96
or sectorial stock classifications or the classification
by Red Chips and H shares. The Capital Asset
Pricing Model (CAPMa) model (Sharpe 1964,

Lintner J. 1965) will be employed to estimate the
systematic risk (the beta coefficient) of a stock to
shed light on the volatility of these two groups of

stocks.

(BS97010)

1996-97

1996-97
An Examination of Risk Management Practices
& YU Eden Siu Hung HE Jia (Finances LANG
Hsien Ping Larry (Finance)s LIU Ming
(Systems Engineering & Engineering
Management) 1996-97

O 1 September 1997
« Research Grants Council

This project aims to study risk management practices

in Hong Kong and possibly Shanghai, characterize

the firms' hedging determinants and study the foreign
exchange exposures by incorporating the hedgingl996-97
pattern.

Risk management is currently a hot topic in finance

and the central subject of financial engineering. To
understand risk management in practices is important

in several aspects. It helps regulators to design1995-96
policies; financial institutions to identify new

financial innovations satisfying firms' needs; and
academics to study risk exposures by incorporating
hedging patterns.
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Please refer to previous issues of this publication
for more details of the following ongoing research
at the department:

Title/Investigators

The Performance, Scalability, and
Adaptiveness of the Metadatabase
Approach for Heterogeneous Distributed
Information Systems Integration
(BS96010)

& CHEUNG Wai Man

A Theoretical Study of Periodically New
Product Introduction (BS95016)
& CHIU Yiu Wah

An Investigation of the Property Market
of Hong Kong (BS96011)

& CHOI Hak
The Implementation of Intranets in
Support of Corporate Distributed

Computing Strategy: Some Experiences

of Hong Kong (CS96015)

& LAl Siu King ¢ MAHAPATRA
Radha*

A Comparative Study of Quality
Management Practices and Performance
Results of Companies with and without
ISO 9000 Certification in Hong Kong
Industry (BS96027)

& LEE Tien Sheng

Risk Assessment & Risk Alktoon of

Infrastructure (BS96012)

& LEUNG Chi Kin Lawrencee
Raymond P.% HUI Yer V.*

HO

Foreign Investment and Economic
Development in The People's Republic of
China (CU94402)

& YU Eden Siu Hung FUNG Ka Yiu
Michael
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RESEARCH OUTPUTS AND PUBLICATIONS

<P972143>

<P972693>

<P972842>

<P974738>

<P974740>

<P974762>

<P974907>

<P981885>

<P981887>

<P982178>

<P982263>

<P982264>

<P982265>

<P982271>

<P982272>

<P982273>

<P982277>

Choi, Hak. "Gambling in Hong Kong". Journal of Travel Researctiol.36 no.2, pp.23-28.
Colorado, USA, 1997.

Mok, Henry M.K.; Leslie Young. ed. Securities Markets in Chin@n Chinese) 413 pgs. Hong
Kong: The Chinese University Press, 1997.07.

Lin, Wuu-Long; Tim T.M. Lin; Shiuh-Kuang Yang; Samuel C.Y. Ku and Chyau Tuan.
Support for the Sustainable Development of the Panama C&B3apgs. Taipei: The President's
Office, 1997.08.

Tuan, Chyau. "Financial Turmoil on October 1998 in Hong Kong: Its Causes and Impacts" (in
Chinese).Hong Kong Macau Studig®p.1-8. Taiwan, 1997.11.

BIEE ~ EBOlE. <AEEM ERIF R RER S HZT>. Taiwan Research Institute Jourrgd 4 2,
5 105-137.5%#, 1997.07.

PRELER ~ MREHA ~ B ~ BB ~ BROK. <EEFERRUKERE>.
H 1-32.478, 1997.

(BAFEZ )

Mok, Henry M.K. and Leslie Young. ed. The Financial Markets of Chind24 pgs. Hong Kong:
The Chinese University Press, 1997.

Ng, C.K.; S.C. Poon; Chyau Tuan; Linda F.Y. Ng and Michael K.M. Hui. Introductory
Business - Advanced levelol.I&ll, 796 pgs. Hong Kong: Excellence Publication, 1998.

Tuan, Chyau and Linda Fung-Yee Ng. "Export Trade, Trade Derivatives, and Economic
Growth of Hong Kong: A New Scenario".Journal of International Trade and Economic
Developmentol.7 no.1, pp.111-137. UK, 1998.

Yu, Eden S.H. and Chi-Chur Chao. "On Investment Measures and TradeThe World
Economyvol.21, pp.549-561. UK, 1998.06.

Tuan, Chyau and Linda F.Y. Ng. "Regionalization of the Financial Market and the
Manufacturing Evolution in Hong Kong: Contributions and Significancdburnal of Asian
Economics/ol.9 no.1, pp.127-145. USA, 1998.

B <miF —HBGSRRENISTEREE>. (TE@) 5 18, 5 61-64.5%, 1998.

Tuan, Chyau and Linda Fung-Yee Ng. "System Building and Implementations of TQM in

Greater China: An Overview"International Journal of Quality Scienasl.3 no.2, pp.171-189.
USA, 1998.

Tuan, Chyau and Linda Fung-Yee Ng. "Total Quality Management in China"Handbook of
Total Quality Managemerd. by Christian N. Madu. London: Chapman & Hall, 1998.

R¥ e RER - BIE - ARG - FRCL

Excellence Publication, 1998.

(B BELERR) . £ 796 8. 8!

Tuan, Chyau. “Plannings and Controls in Production Operations Managemésttbductory
Managemenbnits 12-14, pp.501-660. Hong Kong: Open University of Hong Kong, 1998.

Chiu, Stephen; Edward C. Mansley and John Morgan."Choosing the Right Battlefield for the
War on Drugs: An Irrelevance ResultEconomics Lettersol.59, pp.107-111. The Netherlands,
1998.04.
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<P982280> B, <ARERBINEY 1007 FEATABIRIORE
440-450.5&: Institute of Social Studies, 1998.

\

(BRNCEAEREANNE) B

see alsaxP974751>, <P982173>, <P982177>
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RESEARCH PROJECTS agency problems among people who have a stake in

the company.
(BS97011)

Certificate Programme in Security Market
Development for Vietham

Long Swings with Memory and Predictability of
£ CHIANG Chiu Ping, Raymond Stock Returns
O 1 October 1997 2 CHOW Ying Foon e LIU Ming (Systems
% Ho Sin-Hang Education Endowment Fund Engineering & Engineering Management)

O 1 November 1997
The programme in Security Market Development will , ~HK Research Committee Funding
lead to an official Certificate of The Chinese
University of Hong Kong. Funding is requested to
support the costs of programme design, visits by
Vietnamese officials to Hong Kong and Shenzhen to
interact with their counterparts in Hong Kong and
China while preparing lectures and training materials
and the foreign exchange costs of programm
delivery, including lecture fees and travel expenses.
(BS97001)

Recent econometric advances and empirical evidence
seem to suggest that financial returns are predictable
to some degree. Thirty years ago this would have
been tantamount to an outright reject of market
‘efficiency. Since then, many models and techniques
®have been developed, and these empirical findings
have now been viewed as stylized facts. While the
issue of predictability in the stock returns has still not
been fully resolved, and researchers are still seeking a

Capital Market Structure and Development:

< o . convincing explanation for this “"anomaly", the
Socialist Market Economies in Asia

possibility that it could be due only to the
misspecification of the dividend process has been

= CHIANG Chiu Ping, Raymond more or less dismissed. In this project, the
O 15 October 1997 researchers will show that long swings with memory
% CUHK Research Committee Funding - a property of the dividend process which has been

neglected in the literature - could cause the stock

Changes in the capital markets resulted from thePrices to move in a way that as if their returns are
transition of a socialist economic system into a Predictable, especially at the long horizons. To
socialist market system carry earthshaking €mpirically examine the long swing characteristics in
implications. The impacts on flow of funds, capital the dividend series, the researchers will use the newly
sourcing, capital budgeting decisions, and theProposed efficient method of moments (EMM)
resolution of the entire set of agency problems inprocedure as in Gallant and Tauchen (1996). They
corporate finance are profound. As the gateway andWill then perform extensive simulation experiments
bridge of China, Hong Kong needs to understand thisto show that how predictability could be generated
process and the rationale behind the decisions. even in large samples. Findings from this study will
Presently, we have a remarkable opportunity. With have important implications on the informational
Vietnam in the process of |aunching a SecuritiesefﬁCiency and the reg!.llation of the stock markets in a
exchange we can observe the problems, issuegleveloped country like the U.S. as well as an
solution selection and rationale without the distortion €merging market such as Hong Kong.

by historians. By comparing Vietnam with China’s (BS97021)

early years and the present, we can gain a better
understanding of the structure of China’s financial A High-Tech Approach to Innovative Bank
markets, corporate governance, corporate structurdlarketing in the Era of Information Explosion

and policy decision process, and also will provide

references for other countries in this region. & FAN Kin Keung, Dennise CHAN Chi Fai
This study will focus on: document the past and  Andrew (Marketing) e LAU Kin Nam
current status of the financial markets and their ~ (Marketing) e LEUNG Kwong Sak (Computer
infrastructure in Vietnam and China, compare current ~ Science & Engineeringp LEUNG Pui Lam
Vietnam with China’s early years and present to  William (Statistics)e LEUNG Yee (Geography)
disentangle the differences due to economics,d 1 February 1998

docur_ngnt their goals and object|yes of developings, cuUHK Strategic Research Program

securities markets and compare with those of market

economies; describe the problems and issues in th
establishment, note the solutions and rationales
examine alternative solutions and their implications;
analyze the economic implications both from macro
and micro perspective; examine the resolution of

_‘?he Hong Kong banking industry is extremely
'competitive. A bank must continue to innovate
products/services and enhance relationship with their
depositors and clients. Although banks have
numerous potentially valuable databases, these
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databases have not yet been integrated, analyzed armbntain a procyclical element and are less cyclical
applied. than lower credit rating bond spreads.

This research will propose a design for databasegCU97403)

integration and develop an algorithm to turn the
undiscovered treasure (i.e., databases) into hugecale and Scope Economies of Financial
revenue to a bank through knowledge extraction andntermediaries

product/service innovations within a database

marketing framework. The objective of the algorithm & THOMAS Hugh

is to divide customers in the integrated database_s intgy 1 April 1995

numerous stable and profitable segments according to,
their demographics and consumption pattern coded”®
by their past banking transactions. Using the neural L . ,
network/genetic  algorithm  methodology, the The regearch will investigate cost _and_ prof|t
proposed algorithm will extend and generalize the ECONOMIES of _scale and. Scope In f'”f%”c'a'
traditional marketing segmentation methods (e.g.'lntermeQ|at|on. The study 'WI|| be an international
CHAID, CART, etc.) to perform non criterion-based comparison of the world’s (approximately) 200
clustering and criterion-based clustering  with largest banks, distinguishing between the traditional

hundreds of dependent variables and thousands deposit taking—lending. function and n.on-traditi_onal
independent variables. The algorithm will also off balance sheet, trading and fee-earning functions —
) j.e. cash management, trading of securities and

recover knowledge and hidden pattern to enhanc . h h ) q
understanding of each customer, enabling banks t oreign - exchange, —over-the-counter options an
utures, swaps, guarantees, capital markets

create and sell customized products/services on . :
underwritings and advisory work. In the tests, the

one-to-one bhasis. h il add fici Standard
The proposed design/algorithm will be tested using'€S€archer will address X-efficiency. Standard cost
function tests assume that each intermediary

real bank databases provided by a participant bank.” =™ ; ; f . di
The bank should benefit from the deliverable through optimizes, given Its output configuration and input
better uses and management of information resource€0StS- Yet fully efficient use of resources represents

and revenue increase due to more cross selling of upper bound of firm efficiency — one that is only
banking/non-banking  products  through  direct approached by truly excellent enterprises. One can

marketing, direct mailing, internet banking and the measure the parameter of a half-normal stochastic
internet mall shopping. The banking customers will frontier which is then an estimate of the degree and

be better informed about products/services thatdéséjgigif? of firms failing to optimize.
satisfy their needs and acquire them at lower costs. ( )
(BS97024)

McMaster University, Canada

An Empirical Investigation of the GARCH Option
Pricing Model

Interest Rate Swaps: A Game Theoretiédpproach,
Evidence and Pricing « ZHANG Huae DUAN Jin Chuan*

& LANG Hsien Ping Larry O 16 October 1997

7

O 16 August 1997 % Research Grants Council
% Research Grants Council ) . L
The Black-Scholes option pricing model, albeit its

This project describes the motivation of swaps andpopularity, exhib_its some systematic pigses: Sinc_e
options are derivative assets, the critical issue is

how the introduction of interest rate swaps affects the X )
corporate choice of risky debt. The researchers shOV\\/"het.her or not the process gssumed n a modgl IS
that a single A firm with good credit quality issues consistent with the d|§tr|but|onal a_nd time series
short-term debt to gain upgrading surplus, then peProperties of the underlymg asset. Given the fact that
able to offer part of that surplus to induce an agency? Vast body of literature has shown that the

to enter into the other side of the swap; this action inCeneralized —  Autogressive Conditional
turns increases surplus since it would allow it to Heteroscedasticity (GARCH) process provides an

remove its distress cost of interest rate volatility. excellent d_escription of asset price dynamics, Duan
Sharing of swap surplus measured by swap Sprea&Mathematlcal Finance, 1995) developed a GARCH

attract firms to enter into swaps. Analyzing the time option _pricing model gr}d suggested that It can
series impacts on the changes of risks of SWappotennally avoid the pricing errors associated with

counterparties on swap spreads, the researcher@.e _BIack—S(cj:hloI?]s model. ISinc(:jefthe GAITC.H optir?n
conclude that both lower and higher rating bond Pri¢iNg model has no closed-form solution, the
spreads have positive impacts on swap spreads. Th sertion of its superiority can only be empirically

also devise a risk-spread relation to test if swap.eSted.‘ In hth's prp!ec}, th? researchferﬁ 'g[z?{%;o
counterparties are firms with different credit ratings. "vestigate the empirical performance of the

The researchers also conclude that swap spread%ption pricing model. The Hang Seng Index (HSI)
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options data will be employed because this contract's

unique features provide an ideal setting for us t01996-97
conduct "clean" tests. This proposed project will
represent the first empirical study of the GARCH
option pricing model. A confirmation of the
superiority of the GARCH option pricing model will
provide the financial industry and regulatory agencies
with a more accurate tool to price derivative assets
and to monitor the risks involved.

1996-97

(CU97419) 1996-97
Please refer to previous issues of this publication
for more details of the following ongoing research
at the department:
1996-97
Edition Title/Investigators
1996-97 A Study of Futures Price Variability
(BS96013)
£ BAK Young Zick 1995-96
1996-97 Price and Volatility Effects of Options
Listing in Hong Kong and Japan
(BS96014)
£ CHEUNG Wai Wah Daniel
1996-97  Equitization, Listing and Implications in
Socialist Market Economies (BS96028)
& CHIANG Chiu Ping, Raymond 1993-94
1996-97 Relationships among  Spot and
Derivatives Markets: Lessons and
Implications from the Hang Seng Index 1995-96
(CU96412)
& CHIANG Chiu Ping, Raymonde
FONG Wai Ming
1996-97 Fractional Cointegration and the
Efficiency of Futures Markets (BS96015) 1996-97
& CHOW Ying Foon
1995-96 Corporate Finance in Hong Kong and

China: Instruments, Incentives and
Performance (CU95409)
& FAN Kin Keung, Denniss» YOUNG

Leslie

Performance Evaluation Without Asset
Pricing Model (CS96010)
z HE Jia

Performance of Trading Clearing
Systems: An Empirical Test (CU96407)
& LANG Hsien Ping Larry

Exchange Rate Exposure, Stock Returns
and the Pricing of Currency Risk in Japan
(BS96016)

& LANG Hsien Ping Larry

Interest Rate Swaps: Theory and
Evidence (BS96029)
2 LANG Hsien Ping Larry e

LITZENBERGER Robert H.*

Economic Reform of the External Sector:
Liberalization of the Exchange System in
China (CU95411)

& SHIH Elbert Yi Chunge CHOU
Win Lin (Economics)e YOUNG
Leslie ¢ YU Eden Siu Hung
(Decision Sciences & Managerial
Economics)

Hong Kong as a Financial Gateway to
China (AB93050)
£ YOUNG Leslie

Sources and Consequences of

International Equity Market Correlation

(CU95408)

& YOUNG Leslie ¢ CHENG Wui
Wing Joseph

The Information Content of Insider
Trading in the Hong Kong Equity Market
(BS96017)

& ZHANG Hua

RESEARCH OUTPUTS AND PUBLICATIONS

<P964007> Cheung, Daniel W.W. "Daily U.S. Federal Funds Rate and Pacific Rim Stock Marke&in
Yat-Sen Management Reviewl.4 no.2, pp.63-70. Taiwan, 1996.10.

<P964040> Cheung, Wai-Wah Daniel. "The Development of Financial Markets and Monetary AffairBhe
Other Hong Kong Report 1991. by Nyaw Mee-Kau and Li Si-Ming. pp.249-258. Hong Kong:

The Chinese University Press, 1996.08.
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<P964237>

<P964238>

<P964239>

<P972370>

<P974130>

<P974131>

<P974264>

<P974265>

<P974266>

<P974527>

<P974529>

<P974541>

<P974542>

<P974543>

<P974585>

<P974823>

Chang, Eric C.; Joseph W. Cheng and J. Michael Pinegar:'Does Futures Trading Increase
Stock Market Volatility? - The Case of the Nikkei Stock Index Futures Markets". Paper presented
in the Pacific Basin Finance Conference (PACAP), organized by PACAP. Taipei, Taiwan, 1996.07.

Chang, Eric C.; Joseph W. Cheng and J. Michael Pinegar:'Does Futures Trading Increase
Stock Market Volatility? - The Case of the Nikkei Stock Index Futures Markets". Paper presented
in the Financial Management Asgation Conference. Louisiana, USA, 1996.10.

Cheng, Joseph W. "The Intertemporal Behavior of Short-Term Interest Rates in Hong Kong".
Journal of Business Finance and Accountiot23 no.7, pp.1059-1068. Oxford, UK, 1996.09.

Fan, Dennis K.K. and Robert H. Terpstra. "Accuracy of Financial Analysts' Forecasts of
Earnings Per Share: The Hong Kong ExperiencEuroasia Journal of Managemenbl.13,
pp.19-32. Macau, 1997.04.

Cheung, Y.W.; Jia He and Lilian Ng. "What are the Global Sources of Rational Variation in
International Eguity Returns?Journal of International Money and Finanpp.821-836. 1997.12.

Chen, Charles; Agres Chen; Jia He and J. Kim. "An Empirical Investigation of the
Relationship between Multinational Activities and the Capital Structulelirnal of International
Business Studigs.563-576. USA, 1997.12.

Chow, Ying-Foon and Ming Liu. "Long Swing with Memory, Rational Bubble and Excess
Volatility". Proceedings of the Econometric Society Australasian Meeting\i9%7 pp.535-551.
Australia: Econometric Society, 1997.07.02.

Sequeira, John M.; Michael McAleer and Ying-Foon Chow."Efficient Estimation and Testing
of Alternative Models of Currency Futures ContractBfoceedings of the International Congress
on Modelling and Simulatiored. by A.D. McDonald and M. Mcaleer. vol.4, pp.1881-1888.
Australia: Modelling and Simulation Society of Australia, 1997.12.10.

Sequeira, John M.; Michael McAleer and Ying-Foon Chow."Estimation of Risk Premium and
Cost-of-Carry Models for Currency Futures ContractsProceedings of the International
Congress on Modelling and Simulatieol.3, pp.1345-1352. Hobart, Australia: Modelling and
Simulation Society of Australia, 1997.12.10.

Chang, Eric; Joseph Cheng and Ajay Khorana."An Examination of Herd Behavior in Equity
Markets: An International Perspective". Paper presented in the Asian Financial Management
Assodation Conference. Kuala Lumpur, Malaysia, 1997.06.

Cheng, Joseph W."A Switching Regression Approach to the Stationarity of Systematic and Non-
Systematic Risks: The Hong Kong Experiencé&pplied Financial Economicsol.7, pp.45-57.
Oxford, UK, 1997.01.

McGuinness, Paul. "Inter-Day Return Behaviour for Stocks Quoted 'Back-To-Back' in Hong
Kong and London"Applied Economics Letteksl.4 no.8, pp.459-464. UK, 1997.08.

McGuinness, Paul B. "Hong Kong's Market for Rights Offerings: Characteristics & Trends".
The Securities Journglp.10-14. Hong Kong, 1997.11.

McGuinness, Paul B."Share-Repurchase Activities in the Local Markeéfhe Securities Journal
(Official Publications of the Stock Exchange of Hong Kong Ipjl34-30. Hong Kong, 1997.12.

Cheung, Daniel W.W. "Pacific Rim Stock Market Integration Under Different Federal Funds
Rate Regimes"Journal of Business Finance and Accountua$}24 no.9/10, pp.1343-1351. UK,
1997.09.

Quintero, Socorro M.; Leslie Young and Michael Baur. "Executive Stock Options: Risk and
Incentives". Journal of Financial and Strategic Decisionsl.10 no.2, pp.59-74. 1997.
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<P974824> Miyagiwa, Kaz and Leslie Young. "Licensing of New Technology Versus Direct Foreign
Investment: A General Equilibrium AnalysisPacific Economic Reviewol.2 no.3, pp.211-221.
USA, 1997.10.

<P974908> Young, Leslie S.F. and Raymond C.P. Chiang. edThe Hong Kong Securities Indust8/’ ed.
487 pgs. Hong Kong: The Stock Exchange of Hong Kong Ltd and The Asia-Pacific Institute of
Business, The Chinese University of Hong Kong 1997.

<P981259> Cheung, Daniel Wai-Wah and Bill Wan-Sing Hung. "The International Transmission of US,
Eurodollar and Asian Dollar Interest Rates: Some Empirical Evidenatific-Basin Finance
Journalvol.6, pp.77-86. USA, 1998.05.

<P981474> He, Jia; Lilian Ng and Chu Zhang. "Asset Pricing Specitation Errors and Performance
Evaluation". Paper presented in the Western Finance iaisocMeeting. USA, 1998.06.

<P981475> He, Jia and Lilian Ng. "The Foreign Exchange Exposure of Japanese Multinational
Corporations".Journal of Financep.733-753. USA, 1998.04.

<P981615> Jia, H.E. and Lilian Ng. "The Foreign Exchange Exposure of Japanese Multinational
Corporation”. Paper presented in the American Finance idsisocMeeting. USA, 1998.01.

<P981895> McGuinness, Paul B. "Turbulence in the Hong Kong Warrant Market: A Recap of the Events of
October 1997".The Securities Journglp.20-24. Hong Kong, 1998.01.

<P982219> Fan, Dennis K.K. and Chan-Cheong Wan. "Management Ownership Concentration,
Diversification Strategy and Firm Performance in an Emerging Economy:. An Agency

Perspective". New Managerial Mindsets: Organizational Transformation and Strategy
Implementatiored. by Hitt, Ricart & Nixon pp.225-241. 1998.

see alsaxP972693>, <P973634>, <P974668>, <P974907>, <P982174>
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RESEARCH PROJECTS supplier) firms and downstream (i.e., Distributor)

firms will be more saocessful in reaching their
strategic organizational goals. In other words, having

Interlocking  Directors, ~ Social Networks & 5 giobal networked value chain for operations is

Corporate Performance important for company performance.

i i ) The potential findings of this study will have
= AU Yuk Faie PENG Weigang Mike implications for both theory and practice. While
O 1 January 1998 many authors have written about the potential of the
% Lee Hysan Research Grant globally configured firm, few have empirically tested

the relationships. The results of this study may
The aims of this project are: provide a better understanding of this hypothesized

(1) To understand to what extent Hong Kong-basedrelationship. ~ For managers, the study has the
corporations connect with the so-called “red Potential to suggest the most effective and efficient
chip” companies through interlocking director Ways to configure their operations as they expand
ties. internationally. This could be particularly beneficial

(2) To study how the social networks among for Hong Kong based companies as they seek to grow
business elites through interlocking director ties in the global market.
impact the performance of these companies.  (BS97038)

The researchers will collect information about the

directors of the largest 250 public companies in Hong!TB Resources Centre Homepage

Kong between 1988 to 1995. Longitudinal data will

enable analysis on the dynamic changes of socials NEUPERT Kent

networks and corporate performance. O 15 Decembel997

The data will include the names of the directors, their o, | jnited College Student Campus Work Scheme,

personal background, and the performance of the  ~pk

companies, such as return-on-investment. All the

data are publicly available. By studying the

affiliations of the directors, they will construct matrix
which indicates the number of interlocking directors
that the companies have.

The purpose of this project is to develop, maintain
and update the ITB Resources Centre Internet
Homepage. The ITB Resources Centre Internet

Th tri theref i ¢ i Homepage is designed to provide information and
ese matrixes, théretore, Will map out COrporate oseorch sources for the CUHK community and

networks in Hong Kong. An appropriate .tOOI for others. The subject focus of the ITB Resources
network analysis, such as UCINET (Borgatti, Everett ~ove  Internet Homepage is on international

gr‘] Frgema_m, 1]?9?])’ will revial m(;‘orrr'?atlgn, S(;JCh an business and its various aspects. The ITB Resources
the density of the network and the boundary of conye is maintained under the auspices of the

b_usmess groups, for testing vanous_explanatlonsDepartmem of International Business at The Chinese
discussed above. Moreover, the attributes of theUniversity of Hong Kong. Students of United
network can be used to explain the performance OfCoIIege do much of the HLI'ML programming work

the companies. .
required for the homepage.
(BS97036) (52397037) Pee

Global Business Strategy and Supplier Networks:
Using Foreign Direct Investment in Supplier
Value Chains to Implement Global Business
Strategy

The Role of Communication Policies and Practices
in Facilitating MNE Headquarters-Subsidiary
Relationship Effectiveness

& NEUPERT Kent
O 1 May 1998
« CUHK Research Committee Funding

& NEUPERT Kent
O 1 October 1997
+ Lee Hysan Endowment Research Grant

Among the challenges facing multinational

In this study, the researcher will examine the oniornrises (MNEs) in implementing international

investment patterns of global business firms investingy \«iness strategy is the coordination and control of

in Japan as a means to achieve opgrationa! eﬁiCienCYoreign operations. In most cases, these mechanisms
and local responsiveness. To do this, he will analyze

C . S are facilitated by communication between the
the foreign investment data reported in Toydzide

Handbook of Foreian | ¢ ts Thi i headquarters and foreign office. However, recent
anabook o roréign Investments. IS reporting changes in information technology (IT) have changed
handbook is available in Japanese and contain

¥he ways in which MNE headquarters communicate
profiles of over 1000 joint ventures currently 4 g

S ! 7 with the foreign offices by allowing data, information
operating in Japan. He hypothesizes that global firms, 4 ynowledge flow with the corporation. As a result,

which make investments in related upstream (i.e.,
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information technology has become and importanttheir old tricks. As these firms face more
asset in global competition. However, previous international competition and their old political
literature does not discuss how organization structurecapital and business ideas run out in recent years,
and culture must be changed to benefit from theinterlocking directorates only bring connected firms
changes in IT and the new relationship betweento fail together. Network analysis techniques will be
headquarters and foreign offices. employed to study density, multiplicity, distance, and
This study examines the influence of three centralization of these interlocking networks. Then
coordination processes, namely centralization, andthe will test the proposition that the more interlocked
information sharing norms, on the interunit the firms were, the better (or the worse) was their
communication and their relationship effectiveness. performance by investigating the relationship
The study focuses on the electronic mail systembetween performance and the extent of interlocking
(email) as the mode of interunit communication. It is directorship over three periods of time in the 1980s
expected that shared norms of information sharing,and 1990s.

instead of structural dimensions (centralization and(BS97033)

formalization), facilitate interunit communication and

enhance the relationship effectiveness betweenplease refer to previous issues of this publication
subunits and headquarters. The theoretical andor more details of the following ongoing research
managerial implications will be discussed, based onat the department:

the finding of the study.

(BS97032) Edition
Behind Asian Firms' Success and Failure in the 1995-96
1980s and 1990s: An Empirical Study of
Interlocking Directorships in Thailand, Indonesia,

and South Korea

£ WANG Yu Long Denis» PENG Weigang Mike

O 1 June 1998 1995-96

« CUHK Research Committee Funding

Many theories are now being proposed to explain the
Asian financial crisis of 1997. While many of them
concentrate on macroeconomic frameworks, this
research will introduce an organizational-and firm-
level perspective to this debate. Specifically, the
researchers will examine the role of interlocking
directorates among corporations in affecting the long
term performance of firms in Thailand, South Korea 989-90
and Indonesia, the three countries that have beer}

most affected so far by the crisis. The researchers
argument is that the largest and most powerful firms

in these countries have engaged, over many years, i_DL996-97
a collusive course of appointing interlocking
directorates. The collusion helped these firms to
exchange invaluable information and rally resources

in the very beginning, and led to their success in the

1980s and early 1990s. However, corporate
transparency, strategic changes, and performance

were hindered as the same groups of people repeated

1996-97

Title/Investigators

Social Networks of Japanese and U.S.
Managers in Hong Kong as Reasons for
Successful Adaptation and Performance
(BS95030)

& AU Yuk Faie FUKUDA Kazuo

International Chain of Production Cycles:
The Experience of the Hong Kong
Electronics Industry (BS95014)

# LAU Ho Fuk ¢ CHAN Chi Fai
Andrew (Marketingle YOUNG Yee
Hoi Kitty

Supermarkets in China (BS96033)
& LAU Ho Fuk ¢ LO Wing Chun
Thamié e LIM Gong Shi*

Currency Investors' Behaviour and
Exchange Rate Forecasting (AB00137)
£ MUN Kin Chok

Job Satisfaction of Employees in Not-

For-Profit Organizations - the Case of

Church Ministers (SS96020)

£ YOUNG Yee Hoi Kittye LO Lung
Kwong (Religion)

RESEARCH OUTPUTS AND PUBLICATIONS

<P971908> Fukuda, Kazuo (John). "Japan's Economic Advance into China: Meeting of Asia's Two Giants".
Journal of Marketing Managemewol.13, pp.219-228. UK, 1997.
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<P972531>

<P973081>

<P973321>

<P973638>

<P973796>

<P973815>

<P974006>

<P974008>

<P974277>

<P974481>

<P974483>

<P974786>

<P980545>

<P980622>

<P980623>

<P980888>

<P981276>

<P981277>

Faculty of Business Administration

Young, Kitty Y. and Johnson Cao. "Perceptability and Prejudice: The Case of Political Risk in
Hong Kong". Business and Environment - NEBAA International Conference Procequli®bs
New Haven, USA: New England Business Administration Aission, 1997.11.13.

Lau, Ho Fuk. International Chain of Production Cycles (ICPC): The Experience of the Hong
Kong Garment IndustrgA Thesis Submitted for a Degree of Doctor of Philosophy of the National
University of Ireland) 327 pgs. Ireland: National University of Ireland, 1997.11.

Qian, Gongming. "Assessing Product-Market Diversiditon of U.S. Firms". Management
International Reviewol.37 no.2, pp.127-149. Germany, 1997.09.

Lu, Chiuling and Raymond W. So. "Causal Relationships Between Property Prices and Rental
Rates: Evidence from the Taipei Real Estate Market". Paper presented in the 2nd Asian Real
Estate Society Meeting. Hong Kong, 1997.10.21.

Young, Kitty Y. "Escaping from Ethics Myopia: A Model for Managementhternational
Journal of Managemeniol.14 no.3, pp.395-405. UK, 1997.09.

Peng, Mike W. "Firm Growth in Transitional Economies: Three Longitudinal Cases from China,
1989-96". Organization Studiegol.18 no.3, pp.385-413. Germany, 1997.

So, Raymond Waiman. Two Essays on Intraday Information Processing of Stock Index
Derivatives Ph.D. Thesis submitted to the Graduate Faculty of the Louisiana State University and
Agricultural and Mechanical College. 202 pgs. USA, 1997.08.

So, Raymond W.; G. Geoffrey Booth and Otto Loistl. "An Examination of Intraday Common
Volatility in the German Index Derivatives Markets"Journal of Multinational Financial
Managementol.7, pp.305-316. USA, 1997.

Au, Kevin. "Another Consequence of Culture-Intra-Cultural Variatiohiternational of Journal
of Human Resource Management.8 no.5, pp.743-755. 1997.10.

Qian, Qongming. "An Analysis of the Risk Performance of the Largest U.S. Firms 1981-92".
Journal of Global Businessl.8, pp.45-54. USA, 1997.

Tse, David K.; Yigang Pan and Kevin Y. Au. "How MNCs Choose Entry Modes and Form
Alliances: The China Experiencedournal of International Business Studied.28, pp.779-805.
Canada, 1997.

MES. <UBEEMNGFRE > (EmR_+—itic:
R ARTHEIMEEEZERES - EETEREMSE,

IR - BEREBEAEXE) B4 4L
1997.10.20.

Luo, Yadong and Mike W. Peng. "First Mover Advantages in Investing in Transitional
Economies". Thunderbird International Business Revieal.40 no.2, pp.141-163. USA, 1998.03.

So, Raymond W. and Yiuman Tse. "Rationality of Stock Splits: The Target-Price Habit
Hypothesis". Paper presented in the 6th Conference on Pacific Basin Business, Economics and
Finance, organized by Hong Kong Polytechnic University. Hong Kong, 1998.05.28.

Glascock, John L., Chiuling Lu, Raymond W. Sd'Further Evidence on the Integration Among
Reits, Bond and Stock Markets". Paper presented in the American Urban Economics and Real
Estate Assaation Meeting at Chicago. USA, 1998.01.04.

Peng, Mike W. Behind the Success and Failure of U.S. Export Intermediaries: Transactions,
Agents, and Resourceg15 pgs. New York: Quorum Books, 1998.

FHES. <EREE - mHRPEEL> (CTH—ticsfam) 5 465, B 6. &8, 1998.04.

FES. <BBEXFSAPBAEE>. (CEEHR) 5 248, 5 3. 578, 1998.06.15,
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<P981424> Neupert, Kent E.; Eric W. Typpo and Erich N. Brockmann. "Do the Manager's
Responsibilities End with Death?: The Relationship Between Executive DeatbesSion
Planning, and Shareholder Wealth". Paper presented in the South West Academy of Management
Annual Meeting USA, 1998.03.

<P981466> Neupert, Kent E. and Rafael Montoya. "Characteristics and Performance of Japanese Foreign
Direct Investment in Latin America". (Special issue on Latin American Business Environment).
International Journal of Public Administratial998.03.

see alsxP964136>
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RESEARCH PROJECTS

Technology Assessment in Healthcare: An
Empirical Investigation

Partner Selection and Knowledge Transfer in

Strategic Alliances: What are the Most Important « AHLSTROM Davide GARUD Raghu*
Criteria and Success Factors?
O 15 March 1998

& AHLSTROM David ¢ HITT Michael A* o % CUHK Research Committee Funding

DACIN M. Tina*
O 1 January 1998 In h_ealthcare, technology increasinglly defines what is
available to consumers. In an era of informed consent,
managed care and cost cutting, the availability of
. . . bioscientific technology such as artificial organs,
This proposal is for two parts of a multll-pha.se .S‘tUdygenetic engineering, imaging and microsurgery
on the topic of knowledge transfer primarily in @ yefines patient care. Physicians and patients want the
common f_orm of strategic al!|ance. joint ventures 'na’atest technology. The resulting imperative to
Asia. This research is .deS|gned L0 answer Severgf,.,qyce new technology has increased the need to
Important re;earch questions regar ding joint Ventures, qerstand and systematize arrangements for testing
These questions provided the basis for the design anand evaluating new healthcare technologies. This has
created a greater demand for valid evidence on
healthcare technologies. This greater dependence on
evidence implies that healthcare technology
assessments must be able to provide accurate
evidence, in a timely fashion.

« CUHK Research Committee Funding

implementation of Phase | with regard to strategic
alliances in Asia, particularly in Hong Kong. Thus,
the primary objective of Phase | of the study is to
extend current work to examine knowledge transfer
in strategic alliances, initially focusing on Hong

;(on.g a?.d mamlgn: Ch|r}1<ese f]l.r ms, alnd dla.ter betwre]enYet researchers use different approaches for assessing
oreign firms and Hong Kong firms. ‘In doing so, e ohngi0gies. They will develop this proposition by
r(_asearchers llntend to strive toward a more Completeexamining differences in approaches that “insiders”
\Ii'ew | OJ thancef behavior ?nd theh.procezs of and outsiders” use in their assessment of health care
nowledge transfer among firms within a Hong technologies. Using a survey on information scanning
Kong/South China context. This extension will serve 4" 2ccassment approaches, this also illustrate how

to provide a basis. for extending this examination Pfthe juxtaposition of these contrasting approaches
these and related issues to firms from other Countr'escreates a dynamic technological field. Different

in Asia, fOC.“S‘F‘g.. on greater Chir_la (Taiqu, assessment approaches can dramatically impact the
Southeast AS'a) initially. - Phase two will _emphaS|ze direction and magnitude of technological change.
data collection based on long semi-structured (BS97026)

interviews with top managers in the region. This will

complement survey data collection and provide

additional insight into alliance motivations and
success factors.

Thus the researcher_s propose to addre;s the foIIowm% CHENG Danny Wai Lam

research questions in then study of alliances amongCI

Hong Kong and other Asian firms: 1 January 1998

(1) What is the role oknowledge appropriatioand « CUHK Departmental Funding
transfer in international joint ventures?

(2) What factorspredict effective appropriations of The emergence of globalized economy has further
knowledge from joint venture partners and fostered the transfer of once-localized business
diffusion of the new knowledge throughout the concepts and practices, management know-how and
firm? experiences across country boundaries, geographic

(3) How can firms besprotect their valuable tacit regions and cultures. But to most business practiciters,
knowledge from over-appropriation by joint these new business-related terms are being introduced
venture partners? “informally”, often without proper orientation and

(4) Does entry into international joint ventures to understanding.
imitate industry leaders produdessknowledge  This is upon this need for a proper understanding that
accumulation? this project was launched. The features of this project

(5) What characteristics of international joint include:
ventures lead to acquisitions of partners or (1) A selection of up-dated, relevant business

A Business Glossary for Modern Managers - With
Chinese Translation

industry competitors? management terminology in English;

(6) What characteristics of international joint (2) Chinese translation --- which include
ventures lead to the establishmeniGrkenfield translations adopted in China Mainland. Hong
ventures in the new market? Kong and Tai Wan (if any);

(BS97012) (3) Definition of the term;
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(4) References or Key articles of the term. strategy not only used by Chinese enterprises seeking
(BS97023) expansion, but also utilized by foreign firms
interested in direct entry.

The Study of Corporate Strategies of Chinese The proposed project seeks to fill a gap in our

Enterprises under Reform understanding of such an issue of growing

importance. Specifically, the researchers will focus
& CHOW Hau Siu Irene on three broad questions: (1) How do institutional
O 1 October 1997 changes in the legal and regulatory infrastructure

affect both Chinese and foreign firms’ M&A
decisions? (2) How do firm-specific factors lead

Thi q . . h lationshi fsome firms to choose M&As while others choose
IS study proposes to investigate the relationship Olyigterent growth strategies? (3) How does a strategic

ownership structure, competitive strategies and oice of M&As affect firm performance?

perfor(rjna(tjnce .?j dlffer;_nth t)épels of Chinese dflrms The project calls for a two-phase research design
grounded - with established literature. It draws \,qing 5 triangulation of qualitative and quantitative

important _ insights from the organizational and eihags. In Phase |, case studies of major M&As
economic literatures, including resource depe”denceinvolving Chinese and foreign firms will be

agency and transaction costs theories in building the, \1oraken in order to gain a qualitative

theoretical framework. understanding of the phenomenon. In Phase I, a malil

T.he. present study aims at |dent|fy|pg some survey of major Chinese firms listed on the Shanghai
distinctive features of competitive strategies among

. . : . tand Shenzhen Stock Exchanges and of major Hong
Chinese firms. It covers a comprehensive analysis o

h . | ch : d by Chi Kong and foreign firms which used M&As to enter
the environmental changes experienced Dy CRINES@pina will be attempted using quantitative methods.
enterprises under reform through examining their

lationshi it th h kehold v th In this Direct Grant, we are requesting funding to
relationships wit t.e major stakenolders- namely theégahe s to undertake the case studies for Phase l,
government, suppliers, employees, customers, an

. ' . hich can be regarded as seed money for the more
competitors. Facing the new environment, more

. . ) — ~ambitious Phase Il study.
market-oriented, together with the increasing (BS97014)

competition from the private sector, foreign-owned

and joint ventures, Chinese firms are forced to move
gradually from a planned mode towards a market
oriented mode to improve their efficiency by

enhancing vitality and competitive capacity.

Both qualitative and quantitative methods will be

used. The rich details gathered from the in-depth caséd 3 March 1998

study provides reliable background information from < Goldlion Student Work Scheme

which the variables could be conceptualized and

operationalized. In addition, survey data collected This project is to analyse business performance of
from the larger sample helps to verify the validity of stock-listed companies in China during 1994-1996. It
the case study by confirming of refuting its results. assumes that ownership structure will affect the
The use of multiple methods, to a certain extent, will performance, so do the diversification into new

« CUHK Research Committee Funding

Business Performance of Stock-Listed Companies
in China

& LU Yuan

enhance the robustness of the research results. business areas.
(BS97013) (BS97022)
Mergers, Acquisitions, and Economic  Entrepreneur Education and the Role of

Performance in China: Institutional Changes and  Universities
Firm Strategies
& MAKINO Shigefumi ¢ KOSEI Furukawa*e

& LU Yuan e PENG Weigang Mike (International YAHAGI Tsuneo* ¢ SASANUMA Taisuke* e
Business) YONEDA Yuji* e KIN Ken Tetsu*e YOKOTA

O 1 November 1997 Eri* ¢« KOBAYASHI Kiichiro*

% CUHK Research Committee Funding O 1 November 1996

+« Keio University, Japan
As a major strategy for firm growth, mergers and
acquisitions (M&As) have been examined The study surveyed the key characteristics and issues
extensively in the West. However, very little research of college-level entrepreneur education programs in
has been done on M&As in China. This is not Japan, United States, and Southeast Asia (Korea and
surprising given that only in the late 1980s did Hong Kong). The study also investigated the roles
M&As start to occur in that country. In recent years, that universities can play in facilitating entrepreneur
M&As have become an increasingly common education in local business communities.
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(BS96038)

Ownership  Structure and Performance of

International Joint Ventures in Japan

& MAKINO Shigefumi
O 1 November 1997
« CUHK Research Committee Funding

This study examines the relationship between
ownership structure and performance of foreign joint
has been well recognized, there have been fe

JV ownership on performance. In fact, previous
studies have focused almost exclusivelyJys that

are formed between a foreign and a local Japanes

firm. They have virtually ignored (1) JVs formed by
multiple (three of more) partner firms; (2) JVs
formed between non-Japanese firms in Japan, and (

JVs formed between a foreign (non-Japanese) firm

and its subsidiaries.

This under-researched relationship is examined usin
a JV ownership structure typology developed by
Makino (1995). Four distinct JV ownership structures

examined organizational processes managers
subjectively experienced as being the most pervaded
politics and how they felt about those who engage in
political behaviors. They reported that politics

pervades the workplace, more prevalent among
higher and middle than lower and nonmanagerial
employees, and finally, certain organizational

processes tend to be more political than others
because they entail much discretion and relate to
success or failure at work. The study aims to
constructively replicate the work of Gandz and

Murray in a Chinese society (Hong Kong). Due to the
emphasis on collective orientation in Chinese society,

"t is predicted that organizations in Hong Kong tend

. ; ; . W5 be more political than those in individualistic
studies that have investigated the impact of specific

societies. The findings of this study are expected to
provide a cross-cultural generalizability of the
ervasiveness of politics in organizations as well as a
ealistic appreciation of the workings of their
organizations.

{pS97034)

Please refer to previous issues of this publication
or more details of the following ongoing research
t the department:

Edition

are identified based on both partner nationality and
affiliation: Intrafirm JVs-those JVs formed between
affiliated  non-Japanese firms;  Cross-national
domestic JVs (DJVs)-those JVs formed between
unaffiliated non-Japanese firms;  Traditional
international JVs (1JVs) formed between foreign and
Japanese firms; and Trinational International JVs
(IJvs)-those JVs formed between non-Japanese anqg%_97
third-country based firms.

The empirical research is based on a sample of
manufacturing and service equity JVs that involved

one or more Japanese MNEs in Japan, collected from

the Toyo Kézai database. In a second study, detailed1996_97
interviews are conducted with JV managers to
determine whether the findings are supported, as well
as to explain why a particular JV ownership structure
was chosen over the others.

(BS97015)

1996-97

1996-97

The Experience of Workplace Politics: A
Constructive Replication in a Chinese Society

& YEH Ryh Songe ARYEE Samuel*
O 15 February 1998

« CUHK Research Committee Funding 1995-96
The rational model used in most organizational
research often obscures the reality of organizational

life and has implications for effective management. A

political perspective on organization has thus been
embraced by researchers to understand the
complexity of organizational life. In one of the

earliest research on the subject, Gandz and Murray
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Title/Investigators

Different Approaches to Technology

Assessment and their Effect on the

Adoption of Technology (BS96003)

£ AHLSTROM David ¢ GARUD
Raghu*e LOW Timothy*

The Neglect of Useful Technologies

(BS96035)

£ AHLSTROM David ¢ GARUD
Raghu*

CEO Leadership Behaviour and

Effectiveness in Hong Kong (BS96030)
& CHOW Hau Siu Irenes HOUSE
Robert

The Impacts of E-Mail Adoption on the

Effectiveness of Organizational

Communication and Teamwork

(BS96026)

« CHUA Bee Leng e HUO
Yangchung

The Management of Chinese

Organizations (BS95019)

& LAU Chung Minge NGO Hang Yue
¢ CHOW Hau Siu Irene WONG
Chi Sume MAKINO Shigefumi e
FUNG Ka Yiu Michael (Decision
Sciences & Managerial Economics)
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1996-97

1996-97

1996-97

1996-97

Organizational Culture as a Source of & MAKINO Shigefumi ¢ LO Wing
Competitive Advantage and Control: A Chun Thamis (International
Comparative Study of Hong Kong and Business) e FUKUDA Kazuo
Mainland China Firms (BS96020) (International Business)
& LAU Chung Minge NGO Hang Yue
e WAN Chun Cheong 1996-97 Career in the Insurance Industry
(BS96036)
Effective  Attraction, Selection and & POON Wai Keung
Retention of Human Resources in China
(BS97002) 1996-97 The Global Strategies of Hong Kong
& LAU Chung Ming ¢ TURBAN Firms: Development and Performance
Daniel* ¢« CHOW Hau Siu Irene» Implications (CU96415)
NGO Hang Yue» Sl Xiao Ff & WAN Chun Cheong
Human Resource Management in Sino-1996-97 CEO  Leadership  Behaviour and
Western Joint Ventures (BS96021) Effectiveness in Taiwan (BS96031)
& LU Yuan & YEH Ryh Songe HOUSE Robeft

Joint Ventures in China (BS96034)
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RESEARCH PROJECTS the past several years the researchers have explored

the implications of moving away from the bilateral
monopoly model. (In such a model one manufacturer

Language and Its Effects on Advertising Modality:

; ’ sells its product through a single retailer.) In general,
The Case of Chinese and English

it appears that allowing the presence of multiple

i i retailers-either exclusive or competing-renders the

& HUNG Hing Kun Kinetas HEELER Roger* goal of maximizing total channel profits as not being

d 1 March 1998 the best interest of the manufacturer. The short-term

% CUHK Research Committee Funding objective of this research is to analyze the most
thorough of all possible pricing policies-which is a

Standardization versus adaptation is a critical SOphisticated Stackelberg menu of two-part tariffs-in

strategic issue confronted by international advertisersorder to ascertain definitively whether channel

This issue concerns both the contents and executiogoordination (i.e., maximizing total channel profits)

of a commercial. The current research examines théver maximizes manufacturer profits.

relative effects of audio and visual elements in (BS97035)

television ads across two cultures. Specifically, this

study will examine the structural differences betweenA Theoretical and Empirical Investigation of

Chinese and English and their potential impact onPerceived Risk Measures

native speakers’ perceptions of different modalities in

television advertising. Results of this study will = JIA Jianmine DYER James S.*

indicate whether international ad campaigns shouldd 10 May 1997

adjust gd eI_emen_t modalities to adhere to theys, cyUHK Summer Research Grant

processing orientations of the language groups they

are targeting. In addition, results of this study could

also apply to advertising targeted at immigrants and

other linguistic minorities (e.g. expatriates) in a host

country. As such, this research provides a framewor

for understanding linguistic communities that goes

beyond translating the contents of a commercial.

(BS97027)

In this research, the researchers will develop new
measures of perceived risk and test them empirically.
In the past, several measures of perceived risk have
een proposed. However, none of them is fully
satisfactory according to some empirical studies. In
their previous work (published inManagement
Science December1996, by Jia and Dyer), they
proposed a standard measure of risk for measuring

Manufacturer  Profit Maximization  When
Retailers Compete: A Sophisticated Stackelberg
Menu of Tariffs

the “pure” risk of a lottery (or gamble) from a
normative prospect. But it may not be valid for
descriptive purposes in risk judgement and decision
making. This research will extend their previous
- INGENE Charles Arthus PARRY Mark E.* work and present two classes (i.e., additive and
O 20 April 1998 multiplicative) of measures for perceived risk by
% CUHK Research Committee Funding considering a two-dimensional structure, the mean of
a lottery and its standard risk. Their measures of
Considerable attention has been devoted toPerceived risk are very flexible in modeling people’s
determining the optimal wholesale pricing policy of a Perceptions of risk and can be consistent with a large
manufacturer selling to one or more independentbody of existing empirical evidence. They will
retailers. However, untilecently, such analyses have determine the necessary conditions for their proposed
explored relatively naive pricing policies. In Mmeasures of percewed risk anq empirically test some
particular, attention has been focussed upon two-parfundamental assumptions. Finally, the researchers
tariffs in which the per-unit fee is optimized but the Will address some applications and implications of
fixed-fee is accepted as a residual (no greater than th&heir measures of perceived risk in financial and
profit of the least profitable retailer). Recently the marketing decision making.
researchers offered two extensions of this approach(BS96037)
Those extensions were (1) a channel-coordinating
menu of naive two-part tariffs and (2) a manufacturerAn Experimental Study of the Properties of
profit-maximizing “sophisticated” two-part tariff in Perceived Risk
which both elements of the tariff were optimized. o
The purpose of this research is to extend ours= JIA Jianmin
knowledge by combining models (1) and (2) to O 1 November 1997
determine the parametric yalues under .which a4 CUHK Research Committee Funding
manufacturer should seek either to coordinate the
channel or to maximize its own profits. The
underlying purpose is to further our understanding of
distribution channel relationships. In particular, for

This project focuses on the empirical properties of
perceived risk measures that the researcher has
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proposed recently. Several measures of perceivedhis research project has the purpose of defining the
risk have been developed in the past. However,essence and scope of Relationship Marketing (RM)
according to previous empirical studies, none of themand the way it is applied in two different cultures.
is fully satisfactory. In his early published work, he Although Relationship Marketing is an old idea, it
proposed a standard measure of risk for measurindias achieved recent focus within services marketing
the “pure” risk of a lottery (or gamble) from a practice and academic research. The concept of a
normative prospect. deently, he extended this work “Relationship” has long been adopted in many
and proposed new measures of perceived risk byoriental societies in the process of business
considering a two-dimensional structure, the mean oftransactions as a means to achieve business
a lottery and its standard risk. These measures obbjectives. However, Relationship Marketing is a
perceived risk are very flexible in modeling people’s relatively new marketing concept in the western
perceptions of risk and can be consistent with a largeworld; it has attracted considerable attention and has
body of existing empirical evidence. been the topic of discussion among marketing
In this proposed research, the researcher willpractitioners. Indeed, their new marketing concept
empirically test the fundamental assumptions and thefocuses on establishing and maintaining ongoing
implied properties of his measures of perceived riskmutually beneficial relationships between the selling
by using student subjects at The Chinese Universityorganisation and its customers.
of Hong Kong. In order to make his experimental Culture is an important determinant of the success of
tasks more representative of real choice problems, hgractice of RM. Different cultures likely have
will use risky alternatives with a wide range of different views regarding the effectiveness and
distributions of multiple outcomes. He will try to implementation style of RM. Thus, it would appear
identify some better perceived risk models from thosethat to the Chinese, ‘“relationship” is an issue of
he proposed through this experimental study. personal relation rather than an organizational issue.
(BS97016) In contrast, the Western culture considers RM as
relationships and communication network of the

The Emerging Roles of Chinese Women: A whole organization with its customers and other
Comparison of Women Role Orientations, Life  parties.

Styles and Consumption Values among Women The objective of this research study is to examine

from the PRC, Hong Kong and Taiwan both the differences between two cultures in the

practice of Relationship Marketing, and the effect of

& SIN Yat Ming Leoe HO Suk Ching Se CHAN Relationship Marketing on specific types of business

Chi Fai Andrew in each culture. Because China and America

O 1 October 1997 represent two very different cultures; representative

companies in several industries in each country will

be studied. Contrasts between the two cultures will

This study investigates the significance of the ?gsd9e7v§l%[))ed during the study.

emerging roles of Chinese women to marketing and

consumer research. With personal interviews, dat"l\/larketing on the Information Superhighway: Is
will be collected through a structured questionnaire Hong Kong Ready for this New Paradigm? '
from a total of 2,000 women selected as respondents '

from the thr(_ae Chlnese_ societies (PRC, Hong K.ong,@r TANG Ying Chan
Taiwan). This study will focus on the sociological

aspects of the emerging roles of women, and formally= 1 November 1997

incorporate them into consumer behavior measuress* CUHK Research Committee Funding

In addition, differences and similarities among

selected dimensions of women role societies will beThe advent of Information Superhighway has led
examined in selected dimensions of women rolemany to predict that one effect of direct marketing
orientations, life styles, consumption values, andwill be the bypassing of intermediaries in computer-
demographic characteristics. Findings from this studymediated commerce (CMC). As such, the impact to
can provide important implications and guidelines to Hong Kong will be enormous since the characteristic

« CUHK Research Committee Funding

marketers, sociolgists and government planners. of Hong Kong economy is mainly an intermediary.
(BS97017) Hong Kong has a ubiquitous business infrastructure
that is not easily to be duplicated by neighbor
Relationship Marketing: Effects of Cultural competitors including Singapore, Taipei, and
Differences Shanghai, Yet, to maintain such distinctive
competency, Hong Kong has to take advantage of the
& SO Lai Man Stella emerging “information evolution society” and to
Q 1 November 1997 evolve itself to adopt the new environment. A critical

examination of this new marketing paradigm to Hong

% CUHK Research Committee Funding Kong, however, has received littigtention. In this
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project, the researcher explore the opportunities andocations to uncover relationships of interest among
challenges Hong Kong faces, and examines severgbre-specified variables.

successful pioneer Web sites in terms of marketing(BS97020)

communication efficiency. He proposes a structural

framework for examining the development of CMC please refer to previous issues of this publication

and suggest a new generation of intermediaryfor more details of the following ongoing research
variants that perform the mediating tasks in the world at the department:

of cyberspace commerce.

(BS97019) Edition

A Knowledge Discovery System that Mines Large
Market Databases

1996-97

& TSE Ching-biu Alan
O 1 November 1997
« CUHK Research Committee Funding

Nowadays managers, in particular marketing 1995-96
managers, often suffer from anxieties caused by an
overload of information. The inability to process and
study huge number of documents, reports and the
alike results in a lack of confidence in the decision
. . 1996-97

one makes and a consequent paranoiac reacuo%
fearing that the wrong course of action has been
chosen.
To improve a marketing manager’s information
handling capacity and his/her performance, this
research attempts to build a knowledge discovery
system that helps managers analyze huge marke
databases. The output of the system will be a set o
production rules that can be readily stored in the
knowledge base of an expert system to assists
managers to make decisions. The system proposed
here has two unique features that distinguish itself
from conventional expert systems. While the goal of

X . . 1996-97
a conventional marketing expert system is to
systematically represent and use marketing expertise
to enhance decision support to marketing managers,
its utility is sometimes hindered by the fact that a
majority of the expert knowledge stored are very 1989-90
subjective heuristics. The problem is further
aggravated by the lack of consensus on what
constitutes an expert, and when experts cannot agree
on a course of action for a given problem scenario.
Since the system to be constructed builds its expertise
based on mining data obtained from everydaylgsg_90
business transactions or empirically-based research;,
the expertise obtained in the form of production rules
are relatively free from human biases and therefore
more objective and scientific. The second
distinguishing feature of the system is its capacity of
self-development in the sense that it can actively
search for and analyze large databases at remote

996-97
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