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Corporatisation

The consultants define “Corporatisation” as organisations which had changed in structure
and purpose from a government department to something else, usually with greater
degrees of freedom and often called agency or trading fund.

Is Corporatisation a synonym of trading fund?

Public Interests

If the SMC is established according to the Laws of the HKSAR, she may not have the
statutory power to dissolve land boundary disputes raised from “Systematic Survey”
proposed. Can statutory powers be delegated to a corporation? The consultancy report
assumes that revenue can be generated under the Land Survey Ordinance.

Pocket-to-Pocket Strategy

The majority of revenue of the company is mainly relied on the “Service Level
Agreements (SLAs)” with government departments. Those unprofitable existing
products and services, which may be non-core activities, can be funded by the “National
Interest Mapping Services Agreement (NIMSA)” in order to cater public interest.

Market Conditions

The consultancy report does not cover research on the marketing environment for the
SMC. It does not indicate favourable market conditions for the SMC under a healthy
market.

Substantiality of Business

From the consultancy report, it suggests a number of new opportunities for the SMC to
exploit. However, the consultants have not considered the marketing environments in the
industry which are severely influenced by the infrastructure undertaking in the recent
years. Besides, the some of the figures estimated cannot truly reflect to the real life
situation in the projected year. In addition, some of the services and products are
depended on enactment of legislation for the SMC to generate profits. Take the
Systematic Survey as an example, the revenue from selling plans for the DD Lots
surveyed may not be substainable at HK$24 million when land development dropped.
Comments of the Marketing Strategies proposed will be discussed in the part of Business
Opportunities.

Consultants views on Corporatisation

The consultants have not positioned the pros and cons of SMO corporatisation. They
only mention the views from key customers and suppliers. There is no indications on the
other stakeholders. These parties do not have a clear understandings of the operations
and environments faced by the SMO. By all means, the consultants should provide their
views on these matters in a responsible manner.
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Business Opportunities

The consultancy report has stipulated (page 4) that “...... brainstorming to determine
Juture product and service developments”. The consultants have not undertaken any
basic SWOT analysis and Environmental Analysis (both internal and external) for the
SMC. The report does not contain a complete picture to the management. In some cases,

assumptions are not realistic. They also have not considered the available potential
markets and the penetrated markets for the SMC.

In financial aspect, it has not performed ratio analysis or Information Economic Analysis
for this high-risk industry. The consultants have also focused on the key customers in
the study that put aside public interests.

Hand-held and Mobile Technologies

The projection on the Potential Growth is incorrect. From the Transport Bureau
(http://www.ingo.gov.hk/tb/press/keystat/26-28.htm), the number of registered cars
(including motor cycles) is steadily at a level of about 500,000 between 1997 and
1999(July). Logically, it is impossible to imagine how to achieve a subscription of 2
millions subscribers to the Car Navigation Systems in the Year 10. It is a question how
the SMC and the VARs partners to achieve this target for every 4.5 persons will have a
this subscription (population projected at 2009 with a growth rate of 2.8% as at 1998 is
about 9 millions — calculations based on figures from the Census and Statistics
Department).

Centralized Spatial Data Agency for the Management of Metadata and Sharing of
Spatial Data in HKSAR

In a free market, government cannot enforce companies to adopt a certain GIS for their
operations. Thus, the current problems generate from propriety driven data formats. As
a result, spatial data is required conversion before use. Metadata is for customers to
justify on the fitness of use, therefore, it may not be possible to exploit revenue to the
SMC. In the issue of data dissemination, it is still not justified that other data
collectioners will launch their products through the subscriptions. Meanwhile, enactment
may be required to provide the future SMC to have such statutory authority to as a
monopoly in data disseminator.

Electronic Commerce System

The idea for establishing an Electronic Commerce System is doubtlessly improved the
existing distribution channels (two sales counters andl1 DSOs). Unlike with other
foreign countries, customers are only required to have spent a short travelling time to
obtain what they from the existing distribution channels where personnel selling is
available. Customers cannot retrieve free substitute products of our existing products
through the World Wide Web (WWW). For example, a site map can be obtained from
our business partners (Centraline Property Ltd and Telecom Directory Ltd). Therefore,
the consultants highlighted that “VARs may be more defensive as they perceive
conflicts of interest ...”



Systematic Land Boundary Survey of all DD Lots

There is a politic issue for the Legislative Council to enact an ordinance to have
compulsory rectification on DD Lots in the New Territories. Such enactment will have
immediate impacts to the society. Disputes on Lands Boundary are raised immediately
after legislation passed and so are court cases. Customer behavour in the DD plan market
is on a special demand purpose and once-off situation. Therefore, it is a question of
sustainability to have HK$24 million revenue. Besides, the SMC must be a sole agent to

sales such information that no other organisations can deliver similar services after they
brought the CLIS data from the SMC.

Marketing

Pricing — The consultants have not suggested a solid pricing strategy to the SMO. In
1997 consultation, they suggested a price cut on digital products. In this
corporatisation consultancy report, it suggests “ a close monitor ... to ensure
that adequate increased levels of take-off are achieved as a result of the
dramatic decrease in Digital Product prices and to assess whether increased
volumes can compensate in revenue terms”. These imply that they do not take
into account of the penetrated market share to the potential market.

In the pricing of the Countryside maps, they suggested a price increase. This is
a demarketing strategy to reduce price sensitive customers (eg students,
children, and hikers).

‘The price increase in .ot Index Plan may lead to a monopoly situation



