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For detailed information on the establish
ment of offshore banks, offshore financial 
services firms, offshore trustee services 
companies, international trusts and 
offshore funds, please contact: 

Mr Andreas J. Philippou 
Chief Senior Manager, 
Central Bank of Cyprus, 
P.O. Box 5529, 
1395 Nicosia, 
Cyprus. 

Tel.: 357-2-379800 
Fax: 357-2-378152 
Telex: 4430 BANKEXAM CY 

CENTRAL BANK OF CYPRUS



IJlD,"llletin■ 

rtflfUIIII 
A Hong Kong General Chamber 

of Commerce magazine 

CHAIRMAN 

The Hon James Tien 

VICE CHAIRMEN 

Peter Sutch 
CC Tung 

DIRECTOR 

Ian Christie, CBE, MC 

EDITORIAL BOARD 

Dr. Y.S. Cheung 
Ian Perkin 

Dr. W.K. Chan 
Sidney Fung 

Graham Jenkins 
Alice Yao 

TRANSLATED BY 

Victoria Chu 
Eliza Yeung 

Sophie Wong 

ADVERTISING 

Simon C.K. Wong 
IN-GROUP PUBLICATIONS LTD 

Tel: 2887 1830 Fax: 2806 0645 
The Chamber is apolitical. Any advertisement of a 

political nature does not riecessarily imply 

endorsement by !he Chamber 

PRODUCED BY 

The Publisher, 
(actress below) and 

Printline Ltd 
Unit A, 18/F Harvard Comm. Bldg .. 

105-111 Thomson Road. 

Wanchai, Hong Kong 

Tel: 2838 7282 Fax: 2838 7262 

PRINTED BY 

Kadett Printing Co 
16/F Remex Centre, 

42 Wong Chuk Hang Road, Hong Kong 

PUBLISHED BY 

The Hong Kong General 
Chamber of Commerce 

22/F United Centre, 

95 Queensway. Hong Kong 

Tel 2529 9229 

::Efflt' EEUtf!t 
JUfflf : �U� l!:�E.x 
�� ffrf±� 

�IUH��tt 

1tJ$ft.fixtf ·t 
�tftM!w l: 

ixfH� 
/,�tltl}f 
MtkMi 

ii� *rilHF ��½ 
:+t:1� 

Jl15- : �·�� 

IN-GROUP PUBLICATIONS LTD 

�� 2887 1830 

i])t{!Ji : 2806 0645 

1'1'.tilt.J�Jfxif1'is!F41'. · fl{nf,mH�ifi 
.OJ/fUJ� � Is· 1\J,f< ft & ,1,: 11t :,1}M 
�1� : Printline Ltd. 

Tel : 2838 7282 
jjx£1) : rh\Ji£!;/J�lj0-f{J 

t:1:1.lt& : wl'fl:.�tlfii� 

�ilt�},ft-r:p,I'.,, 1:t.· . ..:.f$ 
1it�t : 2329 Y229 

CONTENTS OCTOBER1996 

.s 

300 

250 

200 

150 

100 

50 

--= 
00 
V") 
00 
0-.. 

Bremridge 

COVER STORY 

c--
00 
'-.D 
00 
0--, 

00 
00 0-.. 

00 
00 
00 
0-.. 

Jacobs 

,.,.., 
0--, 
c-,.l 
0-.. 
0--, 

-tj- ,.r, 
0--, 0-.. ,,..., 

� 0--, 

lVIacleod 

� 
r- 00 
0--, 0-.. 

� 
--= 

� 0--, 

Tsang 

The Chamber's transitional Budget submission for 1997-98 illustrated by a graph, showing how Hong 
Kong's surpluses and reserves have accumulated - and under which Financial Secretaries. Pictures 
courtesy the Government Information Department P8 

China property 

Continuity, not change. 

P 29 & 33 ON OTHER PAGES 

Editorial 
Forecast 
Chamber in Action 
Poland 
Water 
Crisis Handling 
C Y Leung 
Secondary market 
Disabled 
Policy changes 
US Staffers 
Michael Sze 

SPECIAL FEATURES 

ISO 9000 
P43 Netherlands 

5 
13 
14 
21 
25 

27 

29 

33 
37 
38 
39 
43 

47 

51 



& SER\/IC 

EXHIBITlO 

• 
•• 
A1U11uu1�[111:t11111 

24-26 January 1997 (Fri., Sat. and Sun.)

Hongkong International Trade & 
Exhibition Centre, Kowloon Bay 

• The first large-scale consumer show organized by the

Hong Kong General Chamber of Commerce.

games & education, home decor, personal services & 

leisure and food & beverage. 

• Shopping Expo '97 will

enab l e  exh i b i to r s  to

showcase their products and

services.

• To attract more visitors,

there wi l l  be a Grand

Ope n i n g  C e r e m o n y,

l ive radio broadcasts,

leisure activities, product

demonstrations & free

gifts and lucky draws.

• More than 250 shell-scheme

booths, plus special promotion pavilions, including the

Internet, products honouring Lunar New Year, bargain

corners and collectors' items.

• The products' profile comprises garments & fashion

accessories, electronic products, healthcare products,

Participation Fees 

Area 

9 sq.m. shell booth 
(3mx 3m) 

raw space 
(min. 36 sq.m.) 

Organizer: The Hong Kong General Chamber of Commerce 

• Participation fees are very

attractive, and allocation of

booths will be on a first

come-first-served basis.

Don't miss this incredible

opportunity. Act now!

For further information, please 

contact Chamber Services 

Limited, on 2998 2213 or 

2998 2214, or complete the 

attached form and fax it to 

2620 0808. 

Participation Fee 

members HK$16,800 
non-members HK$18,800 

members HK$ l ,600/sq.m. 
non-members HK$1,800/sq.m. 

Co-sponsors: I, � � JI CSI SA ml]
Allactivitiesaresubjecttofina/confirmation. Theorganizers reservetherighttochangetheprogramme. _ _ _ _ _ _ _ _ _ · _ � 

YES! Our company is interested in participating in the 'Hong Kong Products and Services Exhibition, Shopping Expo '97'. Please send us an application form and relevant infotmation. 

Company name: 

Address: 

Contact person: Title: 

Company Tel: Company Fax: 

Chamber Services Limited, Units 18 & 20, G/F, Hongkong International Trade & Exhibition Centre, 1 Trademart Drive, Wang Chin Street, Kowloon Bay. Tel: 2998 2213 or 2998 2214 Fax: 2620 0808
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EDITORIAL 

Wage pressure 
threat in tighter 
labour market 

A
s the Chamber had predicted, unemployment in Hong Kong this year has tended to trend 
downwards and in the three months to August was 2.8 per cent of an expanded workforce, 
the lowest rate since the beginning of last year. 

It means that there are now less than 90,000 people estimated to be out of work, down from 
a peak 116,000 at this time last year. There are also some 50,000 job vacancies available in the 
community. 

In the past few months, too, the rapid growth in the labour force (the number of persons 
available for work) has slowed, easing the supply side of the employment demand-supply equation. 

This development was reflected in figures for the three months to July when the increase in 
employment outpaced the increase in the numbers in the labour force for the first time in two 
years. 

At 2.8 per cent, the unemployment rate is now down to the longer term historical average 
unemployment for Hong Kong suggesting some pressures may emerge on the wages front. 

This would seem even more likely if, as the Government and private sector economic 
forecasters suggest, the local economy continues to emerge from its period of slower growth in 
this half of the year. 

Already there are signs that the tighter labour conditions are bringing pressures to bear in 
some sectors of the economy. 

The overall private sector payroll continues to rise in real terms, reflecting not only the increase 
in the numbers in work (that is, on the payroll), but probably increased overtime being worked. 

This is despite the fact that wage and salary increases over the whole community have been 
relatively flat, broadly moving in line with or a little less than the prevailing inflation rate. 

In some sectors, where labour demand has been particularly heavy there have already been 
some bigger wage gains than have been experienced by the community as a whole. 

For example, in the Government construction sector (where the infrastructure programme is 
having such a big impact), the cost of labour indexes are rising far faster than inflation. 

In the 12 months to June (the latest figures available) wages for civil engineering contracts 
were up an average 8.6 per cent and for government building contracts they were up 9.3 per 
cent. Over the same period, inflation was only 6.4 per cent. 

There are also reports of workers in certain trades demanding and getting up to 30 per cent 
increases in their daily pay rates from contractors this year alone. 

At the same time, the prospects of employers looking to imported labour to fill vacant positions 
has been substantially reduced due to the cutbacks in numbers under the Supplementary Labour 
Scheme. 

In such circumstances, the Chamber believes that in the year ahead there will again be a 
need for employers to exercise wage restraint to keep business costs under control. 

Of course, the Chamber recognises that some industries or sectors may be faced with special 
circumstances (high labour mobility, changing profitability or productivity levels) which may 
warrant or demand a more or less generous pay review. 

Over recent years, the Chamber and other employer organisations believe they have had 
considerable success in moderating community expectations on pay increases. Last year, too, we 
recommended employers break with the previous practice of inflation-linked pay rises under the 
"inflation-plus" formula. 

We urge employers, in considering their 1997 pay adjustments, to continue 
this process of moderation of expectations and view consumer price 
inflation as only one of the variables in determining the pay review ��tRAl CJl.�111,, outcome. 

��--. '1£ � 
Consumer price inflation, in any case, continues to decline. 

!;j - _ _ . -� � In the first eight months of this year the average CPl(A) inflation [;g
_
l _

-_· 
_
-· I•_---· __ .:--

-
� 

rate was 6.1 per cent and by the end of this year it should be 
�\ -� _: _ _. � lower than that. 
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The HKGCC Membership Directory 1996-97 

---- CD-ROM version ----

A useful business guide you cannot afford to miss ! 

Features: 

• Products/services information and company data on almost

4,000 member companies

• Multimedia presentation on the Chamber

• Useful contacts in doing business with Hong Kong

Functions : 

• Quick Search by words or index
classification by product code, product name, business 
nature & company name 

• Multimedia capabilities
photos, text description and video on products 
and services 

Also available in the 380-page 
paper-based version 

For enquiries, please contact 
Ms Amy Tse at 2823-1210 

The Hong Kong General Chamber of Commerce 

Head office: 22/F United Centre, 95 Queensway, Hong Kong 

Telephone: 2529-9229 • Fax: 2527-9843 



COVER STORYfTRANSITIONAL BUDGET 

Transitional Budget 
11Minimum change, maximum benefit 11 

- the right Budget formula. 

A
continued modest recovery in the 
local  economy through the
remainder of this year and into 1997 

should provide a solid basis for the 1997-98 
Hong Kong Budget, the Chamber says in its 
pre-Budget submission to Government. 

Titled 11The 1997-98 Transitional 
Budget: Minimum Change, Maximum 
Benefit11

, the Chamber 1s submission was 
delivered to the Financial Secretary, Donald 
Y K Tsang, late last month. 

At the practical level of Budget details, 
the Chamber does cal I for some taxation 
changes including a cut of up to 1.5 per cent 
in the Corporate Profits Tax rate to 1 5 per 
cent and a reduction in the stamp duty on 
property transactions to 1 .75 per cent. 

It also calls for a mildly more expansionary 
fiscal policy than currently envisaged in the 
medium range forecast to ensure the economy 
achieves steady growth through 1997-98. 

A large part of the Budget submission is, 
however, given over to the need for the 
Government to stress financial stability, 
continuity and co-operation through the 
transition period to China sovereignty. 

The Chamber welcomes the apparent 

progress made in discussions between Hong 
Kong Government representatives and their 
specialist Mainland counterparts in the 
Expert Group of the Joint Liaison Group ULG) 
on arrangements to date for the transitional 
1997-98 Budget. 

1
1 lt hardly ·needs emphasising that the 

1997-98 fiscal year is a critical one for the 
Hong Kong economy, straddling as it does 
the historic transfer of sovereignty over the 
Territory to the People 1s Republic of China 
on 1 July 1997,U the Chamber says. 

11As a result, the Government 1s Budget 
for the forthcoming fiscal year will be more 
important than ever, being a major 
contributing factor to the continued stability 
and prosperity of the territory during this 
important time in its history. 

11The overal l  tone of the Budget 
address,  i t s  overal I message about 
expectations for the transitional fiscal year, 
will be every bit as important as the 
numbers contained in it," it says. 

To ensure this is achieved,  the 
Chamber believes the 1997-98 Budget 
documents and the Financial Secretary's 
Budget speech to the Legislative Council 
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should impart strongly to the Community, 
the following messages: 

Successful Consultation with the 
Chinese side 
We cannot stress strongly enough our view 
that the success of this process of 
consultation through to the announcement 
of the Budget itself in March next year will 
be vital to confidence and the territory's 
economic stability through the final stages 
of the transition period. 

A 1997-98 Budget which is seen to have 
the support of the existing administration, 
the incoming SARG Administration (as far 
as it is known) and the new sovereign will 
be an overwhelming plus for a successful 
final period of transition. 

It will not only engender confidence in 
the local  community by the loc a l  
community, but h e l p  maintain t h e  
confidence o f  the international business 
community in Hong Kong. 

The Chamber is also hopeful that this 
otherwise successful consultation process 
has not limited itself to the 1997-98 
transitional Budget but has addressed some 

s{]fi{Ht�1l��$ 
£���tJtiWj:zJs:±1!1tt-wrs"J1§{,, , ��m

fa.tt•il�ilffi�flwms{]f§,L' 
7-ls-:ffi'� , !��If1=�¥fiD��JJ�97 � 98 

1f:&M•*s{J1ffm, �•�ht1it�n�m•�x 
H�a{J�M(4'¥)Mmtls"Jm�IJrJ�iZtt�nr") 0 

�% «�*5�} 
-11�#<:& f!9c3!fz�if <¥:zls:�} m li�� HtJ.
5EB{Jffi.* (�i'f ' �Mmmtl!JJ'-�O¾) ��
5¥Ll!!nil'11= 0 

wm����tt•Ls{]��,�¥�m 
rn��s{JL�J!Ll • �n!i:s"Jrn±�HJ[� • fiys{Jrgzmf 
�ffi·��·LlR$¥��m$rgzMZk 0 ffl 
@ffiU!iJBtE <¥:zls:�} mli��1UU1ili;g 0 

•mwmtE,-�m�Jr"�*��%
��m,��{lf!:¼wms����,•�¾ 
�ilitmm•�s{J¥:5 

7-ls•fflffi,�AAffirus{]��ftffiM�Jt 



important aspects of the medium range (four 
year) forecast normally contained in the 
Budget documents (see below). 

Compliance with the Basic Law 
A Budget reflecting a firm adherence to, and 
strong support for the relevant provisions of 
Chapter V of the Basic Law (and with this 
reflected, in turn, in the medium range forecast) 
wou Id be advantageous from the perspective 
of co-operation between the two sides. 

Hong Kong 1s economic and social success 
is founded on the principles of free enterprise, an 
open market economy, minimum government 
intervention, the rule of law and a simple and 
low taxation system applied to domestically 
sourced income. All of these principles are 
confirmed in Chapter V of the Basic Law. 

Solid recognition of Hong Kong 1s special 
status under 11one country, two systems11 and 
a strong commitment to its prosperous future 
should be the foundation stones of the 
transitional Budget documents. 

The Chamber believes the medium range 
(four year) forecast may be particularly important 
in indicating compliance with the Basic Law, 
especially its provision requiring the future SARG 
to 11strive to achieve fiscal balance11 (see comments 
under 1

1Post 1997-98 Surpluses11 below). 
Of course, the Basic Law does not come 

into effect until 1 July 1997, three months 
after the start of the 1997-98 Budget year 
and four months after your Budget address. 

Nevertheless, the Chamber would welcome 
in the 1997-98 transitional Budget documents 
some comment on adherence to the Basic Law 
provisions on Budgetary matters, especially if 
the Budget's contents could be shown to have 
the full support of the consultation process 
through the Expert Group of the JLG. 

We believe this would be especially 
beneficial to the international business 
community in Hong Kong who are often faced 
with the task of re-assuring their respective 
Head Offices on the maintenance of the Hong 
Kong economic system under 11one country, 
two systems1

1 beyond 1 July 1997'. 

Ensuring a Healthy Economy 
It is the Chamber's view that steady economic 
growth, monetary stability and sound fiscal 
policy (with these aims fully reflected in the 
1997-98 Budget) will be critical to the 
maintenance of  a healthy Hong Kong 
economy through the final phase of transition. 

Steady growth around the Government's 
medium range forecast of 5 per cent, or a 
l i t t le better would see the economy 
successfully through the transition. 

Maintaining virtually full employment 
(with unemployment under the 3 per cent 
level) and lower inflation (with the CPl(A) 
declining to below 6 per cent on average) 
would also be positive for a smooth transition. 

At the same time, the Chamber believes 
there is a need to ensure an adequate supply 
of appropriately qualified and trained labour 

for the local economy to continue to prosper. 
As a first principle, the Chamber strongly 

supports the view that all jobs should go to 
local Hong Kong workers. Where, ·for any 
reason, local labour is unavailable or does 
not have the appropriate skills there should 
be a flexible labour import scheme in place 
to provide for these needs. 

The Chamber does not believe the 
present Supplementary Labour Scheme (SLS) 
serves  th i s  purpose  and  u r g e s  the  
Government to  review the scheme as  soon 
as possible (see 11 lmported Labour and the 
Supplementar.y Labour Scheme11 below). 

In the context  of the Budget,  the 
Chamber believes the Budget speech should 
reflect a realistic, but very positive approach 
to the economic outlook. 

The Budget itself should aim to take a slightly 
more expansionist approach than is currently 
suggested in the existing medium range forecast 
through selective tax cuts and moderation in 
any rises in Government fees and charges. 

The Government should resist any 
temptation on its own part, or demands from 
outsiders, for increased recurrent spending 
or spending from reserves. 

It should retainjts present policy of 
increasing spending in line with nominal 
economic growth (as, indeed, is required 
under the Basic Law of the future SARG). 

Sound Government and a Stable 
Civil Service 
The Chamber believes the 1997 Budget speech 
in particular should stress the Administration's 
commitment to sound Government through 
the transition period and beyond, and the 
maintenance of a stable and efficientCivil 
Service, responsive to Community needs. 

It is the partnership between an efficient 
and responsive Civil  Service and an 
innovative and entrepreneurial business 
sector which has been a major contributor 
to the territory's success. 

The continuation of this partnership will 
play a key role in ensuring a smooth 
transition to Mainland sovereignty and the 
further prosperity of the Hong Kong 
economy into the new Century. 

The Civil Service must be given the 
resources to ensure its commitment to 
community service and to maintain its own 
morale, without, of course, putting pressure 
on overall fiscal resources. 

It should be encouraged to take a co
operative and constructive approach to its 
relations with business - the pursuit of a 
11business friendly11 government environment 
- and the wider Hong Kong Community.

SURPLUSES AND ACCUMULATED 
RESERVES 
The fact that the 1997-98 Budget straddles 
the sovereignty transfer date of 1 July 1997 
also means there will be, early in the new 
fiscal year, some dramatic changes in the 
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fiscal resources available to Government. 
The Chamber therefore believes there shou Id 
be some comment in the Budget documents 
on the following matters: 

Fiscal Reserves and the SARG Land Fund 
From 1 July 1997, three months into the 
forthcoming fiscal year, the final balance in 
the  Specia l  A d minis t ra t ive Reg i on 
Government (SARG) Land Fund will be 
transferred into the accumulated fiscal 
reserves of the SARG. (See cover) 

Provided there is agreement with the SARG 
Team-designate and China officials negotiating 
broad Budget parameters, the Chamber would 
like to see some explanation in the 1997-98 
Budget Papers of (a) the purpose of maintaining 
these substantial reserves in the broader Budget 
and economic contexts, and (b) to what 
purpose these reserves may be put in the 
medium term future. 

The Government's own medium range 
forecast estimates fiscal reserves of $150.19 
billion as of 31 March 1997. On 1 July 1997, 
it is estimated a further $141.6 billion will 
be transferred to the fiscal reserves from the 
SARG Land Fund. 

By the close of the 1997-98 fiscal year 
on 31 March 1998 it is estimated the total 
fiscal reserves will be $321.96 billion, 
equivalent to twice the annual expenditure 
of the Government under the General 
Revenue Account in that fiscal year. 

While the Chamber has noted the 
references to the likely need for further 
capital injections into the KCRC and the 
MTRC in the near future, it believes that some 
further explanation is necessary of the 
potential future use of these very substantial 
reserves, preferably in the forthcoming 1997-
98 Budget Speech. 

Post 1997-98 Surpluses 
With the closure of the SARG Land Fund on 
30 June 1997, the Government will also get 
an immediate boost to its overall annual 
revenues, a result of all land premium 
income being included in Government 
revenue rather than being split between the 
revenue and the SARG Land Fund. 

There will also be increased rental 
income from the three per cent rent or 
rateable value land included in the extension 
of New Territories' leases. 

As the latest medium range forecast 
shows, this will result in substantial Budget 
surpluses, from 1 July 1997 in the 1997-98 
fiscal year and in subsequent full fiscal years. 

In the 1997-98 fiscal year the Budget 
surplus is estimated at $24.9 billion, in 1998-
99 it is $22.5 billion and in the 1999-2000 
fiscal year at $21.6 billion. 

At the same time, the Basic Law of the 
future SARG requires that the SARG should 
"strive to achieve fiscal balance". 

We would suggest that the surpluses 
forecast for the 1997-98 fiscal year and 
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beyond hardly suggest a striving for 11fiscal 
balance" over the medium term. 

The Chamber believes that, with the 
agreement of the SARG T earn Designate and 
the China officials involved in transitional 
Budget negotiations, there should be an 
outline of Government proposals to meet the 
requirement of 1

1fiscal balance11 over time, 
given the present forecasts of large surpluses. 

The Chamber is also concerned that the 
inclusion of the funds previously earmarked 
for the SARG Land Fund cou Id lead to a sudden 
increase in overall Government spending (a) 
because the funds are available and (b) to 
achieve the required 11fiscal balance11 over time. 

It believes a better approach would be 
to trim revenues to the required level to 
match expenditure. The Chamber would 
welcome some comments on these matters 
in the 1997-98 Budget documents. 

THE ECONOMIC CONTEXT OF THE 
BUDGET 
While it is too early to assess exactly what 
economic conditions will prevail in the final 
planning stages of the 1997-98 Budget in 
the early months of 1997, present indications 
are that the local economy wi 11 by then be 
into its fourth quarter of modest recovery. 

Nevertheless, it is the Chamber 1s view that 
the 1997-98 Budget should be modestly more 
expansionary in its approach than is suggested 
in the present medium range forecast. 

THE BUDGET DETAILS 
As we have indicated earlier in this 
submission, we at the Chamber expect that 
the 1997-98 Budget, being an integral part of 
a successful transition, will opt for a relatively 
conservative approach, with few major new 
initiatives ahead of the assumption of authority 
by the SARG on 1 July 1997. 

This seems inevitable in the circumstances. 
We recognise, however, that exemptions to 
this general expectation could be made if they 
had been agreed in co-operative arrangement 
through the Expert Group on the transitional 
Budget within the JLG process. 

Having said that, we also believe there 
are some actions that could be taken by the 
present administration within existing Budget 
parameters to further enhance the territory's 
economic outlook and thereby help ensure 
a smooth transfer of sovereignty. 

For the most part these are not new 
initiatives on behalf of the Chamber, but 
have been outlined to you in previous pre
Budget submissions. We, therefore, mention 
them only briefly in this document. 

On Welfare Spending and Old Age 
Allowances, the Chamber said: 
11One specific spending item the Chamber wishes 
to comment on is the proportion of Government 
resources being committed to welfare and 
payments to the elderly in the community. 

11While the Chamber believes that such 

-
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expenditure needs to be monitored carefully, 
it is only moderately concerned about the 
increases experienced to date. 

11More importantly, the Chamber believes 
that with the ageing of the population in 
coming years there is a prospect of a 
substantial increase in financial resources 
allocated to the Old Age Allowance and other 
payments to the elderly. 

1

1The Chamber has supported the 
Government 1 s proposed Mandatory 
Provident Fund (MPF) and over the longer 
term this scheme wi 11 help ease the 
retirement funding problem. 

11ln the intervening years, however, there 
remains the prospect of a substantial increase in 
Old Age Allowance outlays, including the non
means-tested payments to those 70 years and over. 

11While not wanting to diminish the 
regard in which these people are held 
because of their long term contribution to 
the local economy, the Chamber agrees with 
recent suggestions that these payments 
should, in future, be means tested on either 
assets or income, or both. 11 

And on the key issue of Rates, the 
Chamber added: 
11With the occurrence of another revaluation 
of property values for rates purposes the 
potential for division on this issue is again 
substantial. It will need to be handled 
delicately during the transition period. 

1

1You noted in your last Budget speech 
that the regular three year rates revaluation 
process was underway this year with any 
changes coming into effect on 1 April 1997. 

11Although property values have eased in 
the past two years, it seems I ikely that the 
latest rates revaluation will reflect significant 
gains in property valuations. 

11This could be especially marked in the 
sensitive residential property sector, particularly 
in the middle to upper range of the market. 

1

1Like yourself, we are attracted to more 
frequent revaluations for the purpose of 
determining rates, especially the annual 
revaluation process floated in your last 
Budget Address. 

11We recognise that there may be some 
practical difficulties in conducting more 
frequent revaluation exercises, but very 
much prefer this approach to the alternative 
of indexation between revaluation years. 

11We dislike indexation as a concept and 
believe there could be some very real 
practical problems with an indexation 
system, especially if there were substantial 
indexation changes up or down between 
revaluation years, only to find when the 
revaluation year came around, the market 
had completely changed and there needed 
to be further adjustment. 

11The situation could be particularly 
difficult if there was a substantial upward 
movement between revaluation years and 
then a drop in the market. Substantial 
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downward adjustments would then need to 
be made, perhaps retrospectively. 

1
1lf the current revaluation exercise does 

result in substantial upward revaluations 
from 1 April 1997, the Chamber agrees that 
there should again be a rate relief scheme to 
cushion the effect of any big increases by 
spreading them over a longer period.11 

HONG KONG'S ROLE AS A 

SERVICES AND FINANCIAL CENTRE 

The Chamber welcomes the actions taken in 
the 1996-97 Budget to enhance Hong Kong's 
role as a major services and financial centre. 

It believes the Government must continually 
monitor Hong Kong's relative competitive 
position as a financial centre, including its tax 
regime, to ensure that it maintains its role as a 
leader in the region (especially in relation to 
south-east Asian centres and China) and 
continues to retain existing business as well as 
attract new business. 

The Chamber welcomes the initiatives 
contained in the 1996-97 Budget including 
the commitment to a 1

1business friendly11 

Government,  the review of exist ing 
Government procedures and practices and 
the tax concessions on company and 
business registration fees. 

It has also welcomed the progress made 
in the Government's review of its own 
practices since the Budget, but believes this 
programme must proceed quickly with a 
substantial emphasis on deregulation. 

The  Cha mber ful ly  supports the  
Government's plans for the promotion of 
services, and the Coalition of Service 
Industries (CSI) looks forward to playing an 
active role in this programme. 

The Coalition, a highly autonomous body 
within the Chamber, played a substantial role 
in providing Government with suggestions for 
service sector promotion. 

The Chamber believes there is also room 
for the encouragement of small and medium 
sized enterprises in the services sector. 

Hong Kong must retain its competitive 
position as an international financial centre, 
especially if it is going to be able to develop 
as a full service centre for the China market, 
both up to and beyond 1997. 
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This includes ensuring that its taxation, legal, 
accounting and regulatory systems remain 
acceptable and attractive to international 
business (including China business) .. ., 

No other major centre should be allowed 
to usurp Hong Kong as the premier financial 
centre in the region. 

HONG KONG'S ROLE AS A 

MANUFACTURING CENTRE 

The Chamber is firmly of the view that Hong 
Kong's substantial manufacturing base is now 
offshore (principally in China), but it is broadly 
supportive of moves to encourage the 
development of a higher value-added, higher 
technology, manufacturing niche in the territory. 

It does not, however, believe that 
Government should be in the business of 
11picking winners11 by offering special 
incentives to individual industries; nor 
should the taxation system be used to 
encourage specific industries or sectors. 

If more ski lied industries are to be 
attracted to the territory, the Government 
must ensure conditions are right. 

For example, the avai la bi I ity of an 
appropriately skilled workforce (including 
imported labour), appropriate educational 
institutions (with research and development 
facilities) and appropriate sites to locate such 
industries. 

The Chamber would like to see further 
progress on Government initiatives to give 
funding aid to research, establish a science 
park, a second industrial technology centre 
and another industrial estate (with the 
emphasis on higher value-added, higher 
technology industries). 

It also believes there is room for special 
encouragement of small and medium sized 
enterprises, which have been the backbone 
of Hong Kong's manufacturing industry, as 
well as the services sector. 

IMPORTED LABOUR AND THE 

SUPPLEMENTARY LABOUR SCHEME 

The continued development of the territory as 
a major services centre for Asia and China in 
particular, and to maintain and upgrade its 
remaining manufacturing base, requires one 
vital ingredient - an adequate supply of 
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appropriately qualified and trained labour force. 
While this issue is not central to the 

annual Budget process (except in terms of 
expenditure on labour matters, such as 
training, and the vital element of salaries tax 
revenues), it is important to the overall 
economy and its future development. It is 
therefore an important matter in the 11general 
outlook11 section of the Budget. 

The Chamber has always supported the 
principle that all jobs available in Hong Kong 
should be, in the first instance, offered to 
local people. 

Where labour is unavailable locally, 
either due to a shortage of people generally, 
or people with the right skills, however, 
employers  should be a b le to seek  
appropriately qualified labour from abroad. 

To be able to do so efficiently - and to 
the benefit of the local economy - employers 
require a flexible and efficient imported 
labour policy from Government. 

Neither the General Import of Labour 
Scheme, nor its current replacement, the 
Supplementary Labour Scheme, have been 
successful in this regard. 

The Chamber therefore urges the 
Government to review the Supplementary 
Labour Scheme as soon as possible. 

It also urges the Government to address 
the whole issue of manpower planning (the 
likely medium term demand for and supply 
of labour) for Hong Kong's future growth. 

In conclusion, the Chamber thanked the 
Financial Secretary for the opportunity to 
again put forward i ts views on the 
forthcoming Budget, all the more so this year 
because of the importance of the 1997-98 
transitional Budget. 

11We hope that our views may be taken 
into account in the Budget formulation 
process, 11 it said. 11We look forward to 
continuing to working with the Government 
in the ensuing months to ensure a smooth 
transition to Chinese sovereignty, the longer 
term advancement of the Hong Kong economy 
and the prosperity of the whole Community. 

11As mentioned earlier, we remain ready 
to consult with Government officials at any 
time on any aspects of this submission should 
you deem that to be beneficial.11 - Ian Perkin■
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Diary Dates 

November 15-19, 1996 

Chamber Mission to Jiangsu 

This five-day mission will take participants to 
Nanjing, Wuxi and Yangzhou with a view to 
explore business opportunities brought about 
by the encouraging growth in the region, as 
well as to promote trade between Hong Kong 
and Jiangsu Province. 

Jiangsu is rich in natural resources, such as 
kaolin, coal and minerals, and has a long 
history of culture. As at end 1995, the 
province had 29,422 foreign enterprises with 
a total contract value amounting to US$40.2 
billion. Of these, 14,143 projects worth 
US$ 16.5 billion were investments from Hong 
Kong. 

The delegation, led by James Tien, the 
Chamber's Chairman, and accompanied by 
Wulan Mu-lun, Vice Director of Xinhua, in 
his capacity as Adviser to the mission, will 
call on the Governor of Jiangsu Province in 
Nanjing. They will also meet senior municipal 
officials of the three cities. 

(Enquiries: Phoebe Lee, tel 2823 12031 

fax 2527 9843) 

Tuesdav, December 3 1996 

9:00 am-2. 00 pm 

Mark Your Diary Now! 

Hong Kong Business Summit 
Theatre2 

HK Convention & Exhibition Centre 

This annual Hong Kong Business Summit is a 
major business conference organised by the 
Hong Kong General Chamber of Commerce. 
It examines current economic issues and those 
impacting on the future of Hong Kong's 
economy, as well as presenting an economic 
review for the past 12 months and forecast 
for the following year. This year, as we are 
about to step into 1997, Managing Transition 
continues to be the overall theme. 

(Details and bookings available in November.) 

Oct 

Oct 1 

Oct2 

Oct 3 

Oct4 

Oct 7 

Oct8 

Oct 1 0

1 2.00 pm-5.00 pm SEMINAR: Open Employment for People with a 
Disability '96 (Cantonese) 

6.30 pm-9 .30 pm TRAINING: Commencement of Interaction 
Management Basic Course (Cantonese) 

12.30 pm ROUNDTABLE LUNCHEON: Factory Buildings -
The Way Ahead (Cantonese) 

9 .00 am- 1 .00 pm TRAINING: Tele-Sales for Frontline Staff (Cantonese) 

12.30 pm ROUNDTABLE LUNCHEON: The Status of 
Permanent Residence After 1997 

9.30 am-12.30 pm HKCSI SEMINAR: Privacy & Date Protection 

9 .00 am-2.00 pm HKCSI SEMINAR: Telecommunications Policy and 
Regulation - Liberalisation & Competition 

12.30 pm SUBSCRIPTION LUNCHEON: HE The Governor, 
The Rt Hon Christopher Patten 

Oct 15 & 17 9 .00 am-5.30 pm TRAINING: Leadership & Teamwork (Cantonese) 

Oct 15 6.30 pm-9.30 pm 

Oct 16 9.00 am-2.00 pm 

Oct 18 12.30 pm 

Oct22 6.30 pm-9 .30 pm 

Oct23 9 .00 am- 1 .00 pm 

Oct24 9 .00 am-1 .00 pm 

Oct 25-27 

Oct 31 9.00 am-4.30 pm 

Nov 2 Morning 

Nov 5 6.30 pm-9 .30 pm 

Nov 14 9.00 am-5.00 pm 

Nov 15-19 

Nov 16 Morning 

Dec 3 9.00 am-2.00 pm 

3288 DINNER CLUB 

SEMINAR: Traded Derivatives in Hong Kong -
Opportunities & Risks 

ROUNDTABLE LUNCHEON: Financial Planning 
for Small Investors (Cantonese) 

TRAINING: Commencement of Interaction 
Management Advanced Course (Cantonese) 

TRAINING: Professional Telephone Skills (Cantonese) 

TRAINING: Telephone English for Frontline Staff 

PBEC STEERING COMMITTEE MEITING, Hawaii, USA 

HKTBCC/CTHKBCC 7th Joint Meeting SEMINAR: 
The Direction of HK/Taiwan Business Cooperation 
After 1997° 

Cantonese Examination 

TRAINING: Commencement of Professional Sales 
Course (Cantonese) 

TRAINING: Time Management for Secretary & PA 
(Cantonese) 

Chamber Mission to Jiangsu 

Mandarin Examination 

BUSINESS SUMMIT '96 
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THE 

CHAMBER 

IN 

ACTION 

Ian Christie Reports 

DIRECTOR 1S REPORT FOR 
AUGUST/SEPTEMBER 1996 

LOCAL AFFAIRS AND ECONOMICS 
DIVISION 

Activities of the Local  Affairs and 
Economics Division were concentrated 
very much on policy issues in the month 
under review. During the period, the 
Division completed its work on the 
Chamber 1 s submission to Government on 
the 1997-1998 transitional Budget and the 
1997 Pay Review recommendation, 
together with the Employers 1 Federation. 
Along with the Director, the Chief 
Economist also attended the Governor 1 s 
third Employment Summit. He also 
represented the business sector at another 
consultation meeting with representatives 
of the Mandatory Provident Fund (MPF) 
O f f i c e, the bod y  e s t abl ished b y  
Government t o  introduce the proposed 
compulsory provident fund scheme. 

T h e  C h i e f  E c o n o m i s t  m a d e  
representations on behalf of business to the 
Legislative Council Bills Committee 
examining the Companies (Amendment) Bill 
1996. He delivered three speeches on behalf 
of the Chamber during the month - the first 
to the MBA class of Northwestern University 
in the US on the transition of Hong Kong 
sovereignty to China; the second to the 
Accountants Society on the outlook for the 
territory's economy through the transition 
period to 1 998; and the third to the 
Australian Chamber of Commerce on the 
Australian Budget and its relevance (if any) 
to Hong Kong. 

During the month, the Division also 
undertook early preparations for this year's 
Business Summit which is to be held on 3 
December at the Hong Kong Convention 
& Exhibition Centre and New World 
Harbour View Hotel. Apart from local 
media interviews on various economic 
issues, the Chief Economist also met with 
journalists from Japan, Italy, France and 
Argentina. 

COMMITTEE 

Legal Committee 
The Legal Committee met on 5 September 
to discuss recent legislative developments 
and plan the Committee's post-Summer 

agenda. The Committee noted progress 
on the Government's Company Law 
Review and that letters had been sent to 
the Securities and Futures Commission 
(SFC) and the Government on the Draft 
Securities and Futures Bill and Companies 
(Amendment) Bill 1996 respectively. As 
mentioned above, the Chief Economist 
attended the Bills Committee hearing on 
the Companies (Amendment ) Bill on 
behalf of the Chamber. The Legal  
Committee also discussed the likely future 
legislative programme of Government at 
the meeting and recommended that the 
SFC Chairman, Mr Anthony Neoh be 
invited to speak to the Chamber on 
regulatory issues. Mr Tim Callie was 
unanimously elected Vice-Chairman to Mr 
Greg Terry. 

SERVICE INDUSTRIES DIVISION 

HONG KONG COALITION OF 
SERVICE INDUSTRIES (HKCSI) 

Committees 
The Travel/Tourism Core Group met on 
4 September to discuss issues including 
the impact of permanent residency status 
of the SAR on the travel industry, and 
landuse at Kai Tak after the relocation 
of the airport. The Executive Committee 
met on 11 September to review progress 
of the CSI committees as wel I as discuss 
the CSl 1 s initiatives on promotion of 
services. 

Promotion of Services 

Hong Kong Awards for Services 
The proposal of the Hong Kong Awards for 
Services was distributed to five potential 
leading organisers. Government has already 
indicated its support to the scheme and has 
nominated the Deputy Secretary for 
Financial Services and the Deputy Director
General for Industry to the Award Organising 
Committee. 

Benchmarking 
The Coalition convened an informal 
meeting on 3 September to discuss the 
promotion of benchmarking and the merits 
of establishing a benchmarking centre. At 
the meeting there was general concensus 
that the promotion of benchmarking would 
be beneficial to the service industries of 
Hong Kong. A small sub-group was formed 
to formulate more concrete proposals to 
pursue the matter. 



Visit to 
Sing Tao 

Chamber members visited the Sing Tao 
newspaper Group on August 30. First, they 
watched a video presentation of the 
organisation, hosted by Richard Ching and led 
by Stanley Lee, an SME Committee member. 
Richard Ching explained the operation of the 
electronic picture storage/retrieval system. 
He showed members the elaborate library, 
the editorial department, the page make-up 
section, the typesetting section, and the 
printing press machines. 

The library illUi! 

Richard Ching( second right) 
explains the electronic picture 
storage and retrieval system. 
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From left: Richard Ching and 
Stanley lee watch the video 
presentation. 
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Overseas Promotion 
At the invitation of the TDC, the HKCSI has 
agreed to be a co-organiser of a business 
promotional forum in Australia entitled 
11Hong Kong and Australia: Building a New 
Pacific Partnership" which will be held in 
Sydney and Melbourne  on 24-26 
September. The HKCSI will be providing 
three speakers to the event, namely, HKCSI 
Chairman Brian Stevenson, Professional 
Services Chairman Anthony Griffiths, and 
Infrastructure Projects Committee member 
Richard Garrett. 

TDC Market Day 
Coalition Chairman T Brian Stevenson gave 
a speech entitled 11Export Opportunities for 
the Service Industries" to the TDC Market 
Day on 6 September. 

Territorial Development Strategy 
Review 
About 60 members from 8 Chamber/CS! 
committees attended a briefing by Principal 
Government Town Planner Dr Ted Pryor on 
the results of the Territorial Development 
Strategy Review on 22 August. The 
respective Chamber/CS! committees will be 
considering the TDSR report separately. A 
coordinated reply from the Chamber/CS! is 
expected to be formulated before the end of 
this year. 

Seminar 
On 13 September, 40 members attended a 
seminar organised by the Coalition on real 
estate development in China, and met with 
14 representatives of the Institute of 
Inves tment  of the  S t a t e  P l a n n i n g  
Commission. Speakers at the seminar 
included Shen Zhi-qun, Deputy Director of 
the Investment Research Institute, Shen Wu
yi, Deputy Division Chief, Real Estate 
Division of Department of Fixed Asset 
Investment and Shin Wing-ching, Managing 
Director of Centaline Property Agency Ltd. 
The co-organisers of the seminar included 
the Chamber, the Real Estate Developers 
Association and the Society of Real Estate 
Agents. 

National Information Infrastructure 
Chamber Director Brigadier Ian Christie, CSI 
Secretary General Dr W K Chan and IBM 
International Corporation held an informal 
meeting with the Financial Secretary, the 
Secretary for Trade and Industry and the 
Secretary for Economic Services on 9 
September to discuss the development of a 
"national information infrastructure11 for 
Hong Kong. 

HONG KONG FRANCHISE 
ASSOCIATION 

Delegation from the Malaysian 
Retailers Chain Affiliation 
To facilitate information exchange, Senior 
Manager Charlotte Chow arranged for the 
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Malaysian chain store operators to meet with 
chain/franchise operators Cafe de Coral and 
Grilled Chicken King in Hong Kong on 20 
August. The aim of the Malaysian delegation 
was to gain a better understanding of the 
characteristics of chain operations in Hong 
Kong. 

INTERNATIONAL AFFAIRS 

DIVISION 

COMMITTEES 

Americas Committee 

Mr Bruce Wky, President of Van Wyk 
Enterprises Inc in West Virginia, USA, 
accompanied by Mr John Unger, Vice 
President of the company who had 
previously paid a visit to the Chamber, 
called upon the Chamber Director, Mr Ian 
Christie, on 16 August. Messrs Wyk and 
Unger were the district representatives 
from the State of West Virginia and their 
prime purpose of the visit was to attract 
foreign investment to the region, either in 
the form of joint venture or franchise 
business. They also sought to promote 
bi lateral t rade between Hong Kong and 
West Virginia. 

T h e  D e pu t y  C o n s u l  G e n e r a l ,  
Commercial Section of the Argentine 
Republic, Mr Jaime Goldaracena, visited the 
Chamber and was received by the Chamber 
Director, Mr Ian Christie, on 16 August. Mr 
Goldaracena expressed his interest to send 
an Argentine trade delegation to Hong Kong 
sometime during mid 1997. On the other 
hand, Mr Goldaracena also welcomed Hong 
Kong 1s study missions to Argentina and 
would arrange to offer different kinds of 
sponsorship so as to encourage local 
participation. 

A 16-member trade delegation from 
ASEXMA (Chilean Manufacturers Exporters 
Association) visited the Chamber on 10 
September to explore more about Hong 
Kong as a gateway to Asian and China 
markets. These delegates are also members 
of the Chilean Centre of Industrial 
Productivity (CEPRI) which is a private 
organization focused on the improvement 
of competitiveness and productivity of 
Chilean small and medium enterprises. Mr 
S idney Fung, Assistant Director of 
International Affairs, and Mr Hil ton 
Cheong-Leen, Chairman of the meeting, 
briefed the delegates on the Chamber's 
s t ra tegy in inc reasing Hong Kong 
international trade. Methods and tactics to 
expand markets in Asia were discussed 
during the meeting. 

Arab & African Committee 

Mr Sebetlela Lebati, Deputy Consul General 
of the Republic of Botswana, called on the 
Chamber on 4 September and was received 
and briefed by Mr Sidney Fung, Assistant 
Director, International Affairs, on the role 
and function of the Chamber. 
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Kodak 

Chamber members paid a second visit to 
Kodak (FE) on August 2 in response to 
overwhelming demand to inspect the 
company's business documentation methods. 
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Catherine Wong addressing the 
Chamber visitors on Kodak's 
business documentation methods. 
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Stanley Lee (left) a member of the 
Chamber's SME Committee 
presents Kodak's Sales Manager, 
Albert Lai, with a memento. 
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The Kodak Imaging Centre 
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Inspection of microfilms. 
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Asia Committee 

The Chamber's Vice-Chairman, Mr C C 
Tung, Chairman of Asia Committee, Mr 
Andrew Yuen and Mr Hilton Cheong-Leen 
attended the 10th Kagoshima-Hong Kong 
Conference held on 3 September in Hong 
Kong. The Conference is a biannual event 
held alternately in Hong Kong and 
Kagoshima which aims to promote closer 
cooperation between the two places in the 
fields of trade and investment, tourism, 
culture and sports. Mr Tung participated in 
the roundtable discussions with the new 
Governor of Kagoshima Prefecture, Mr 
Tatsuro Suga. 

China Committee 

The China Committee held a meeting on 12 
September to discuss the organization of its 
annual delegation to Beijing and proposed 
projects for 1997. The meeting was followed 
by a luncheon with Mr C Y Leung, Vice
Chairman of the Hong Kong SAR Preparatory 
Committee who spoke on 1The Chinese Real 
Estate Market: Unique Parameters11

• At 
members1 request, Mr Leung also explained 
the background to the formation of the 
Selection Committee. 

Representatives from 1 5 Hong Kong 
business organizations met on 29 August to 
exchange vie ws on China's recent 
restrictions on processing trade for paper 
products. Opinions were sought and 
consolidated in a form of a Joint Letter 
submitted to the Vice Premier, Mr Zhu 
Rongji. 

Mr Sidney Fung welcomed on 5 
September a 5-member delegation from 
the Office of Overseas Chinese Affairs of 
the State Council. The delegation was 
led by the Vice Director, Mr Bo Bao Hua. 
The objective of the visit was to promote 
the Conference on International Co
operations of Central & Western Areas of 
China to be held in Zhengzhou from 25 
to 28 October. 

The Chamber organized a visit 
programme for a 16-member delegation 
from Beijing led by Mr Shen Zhi Qun, 
Deputy Director of The Research Institute 
of Real Estate Investment, State Planning 
Commission. As the objective of their visit 
was to learn about government land policies, 
city planning as well as the management of 
apartments and residential houses in Hong 
Kong. The Chamber arranged for the 
delegation to visit the Planning Department, 
Housing Department and Yiu Tong Estate, a 
modern housing estate in Shaukeiwan on 12 
September. 

The delegation also participated in the 
Seminar on 11China 1 s Real Estate Market11 

organized jointly by the Chamber, Hong 
Kong Coalition of Service Industries, the 
Real Estate Developers Association of 
Hong Kong and the Society of Hong Kong 
Real Estate Agents on 13 September. Mr 
Shen Zhi Qun discussed the current 
situation, trends and opportunities of 
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China 1s real estate market for foreign 
investors. On the other hand, Mr Shen 
Wu Yi, Deputy Head of Real Estate 
Section, Department of Fixed Asset 
Investment, State Planning Commission, 
introduced the policies and reg,ulations 
governing China 1s Real Estate Market. The 
Seminar was opened by Dr Lily Chiang, 
General Committee Member and Vice
Chairman, China Committee. 

Europe Committee 
Mr Karl Falkenberg of Germany, Head of 
Unit, Directorate-General I (GATT/WTO 
Services and Investment) of European 
Commission and Mr Sjoerd Gosses, Director 
General for European Cooperation, Ministry 
of Foreign Affairs of the Netherlands, called 
on the Chamber and were received by Mr. 
Ian Christie, the Chamber Director and Dr 
W K Chan, Assistant Director for Service 
Industries, on 10 September. The purpose 
of Mr Falkenberg and Mr Gosses 1 visit to 
Hong Kong was to be briefed on the political, 
economic, industrial and social aspects of 
the territory. 

The Director, Mr I A Christie, represented 
Hong Kong at the First Economic Forum: 
Poland - South-East Asia held from 2 to 3 
September in Poland, during which he made 
a presentation on 1 1How to do business with 
Hong Kong11

• The Forum was a first-ever 
Economic Forum organized by the Polish 
authorities on promoting bilateral relations 
between Poland and the South-East Asian 
countries. 

Shipping Committee 
Mr Terrence Sit of Jardine Shipping Agencies 
and Mr Neil Russell of Wallem Shipping 
(Hong Kong) Ltd were elected as Chairman 
and Vice-Chairman respectively for the term 
1996-1997. 

HONG KONG INTERNATIONAL 

An 11-member  de lega t ion  of US 
Congressional Staffers visited Hong Kong 
and Guangzhou from 17 to 24 August, under 
the full sponsorship of the Chamber and five 
leading trade associations. The visit 
programme included a number of briefing 
sessions with key Government officials from 
Constitutional Affairs, Customs & Excise, 
New Airport Coordination Office, Trade 
Department, and the Treasury. Other private 
sector briefings included the Stock Exchange 
of Hong Kong, Hong Kong Industrial Estate 
Corporation, Hongkong International 
Container Terminal Ltd. 

INDUSTRIAL AND CORPORA TE 
AFFAIRS DIVISION 

COMMITTEES 

Human Resources Committee 
The Committee met on 10 September with 
briefings by Ms Maureen To on the progress 

and update of the Mandatory Provident Fund 
and Dr Fanny Cheung on the Draft Code of 
Practice on employment under the Disability 
Discrimination Ordinance and the Sex 
Discrimination Ordinance. 

In the meeting, issues on 11 Equal 
Opportunities: A Study on Discrimination 
in Employment on the Ground of Age11 , 

the Supplementary Labour Scheme and 
the Review of the Women & Young 
Persons (Industry) Regulations were also 
discussed. 

Industrial Affairs Committee 
The Committee met on 29 August to discuss, 
among other things, problems faced by Hong 
Kong industrialists in China. 

EVENTS 
• A second visit was organised to

Kodak Far East Ltd and its Imaging Centre 
on 23 August. As with the first visit on 2 
August, this function was very well 
supported by members with 48 individuals 
signing up. 

• 19 members took part in a visit to Sing 
Tao Newspapers on 20 August. 

• The subject of 1
1Garment Exports:

Recent Difficulties & What Lies Ahead11 was 
discussed at a roundtable on 21 August with 
the Chamber Chairman, the Hon James Tien, 
as speaker. The event was attended by 35 
members. 

• A training course on 11Minimising the 
Taxation Impact in China & Hong Kong11 was 
held on 21 August. The course was 
conducted by Mr Daniel Lee and Mr Zou 
Hai Yan of K L Lee & Co. 24 members 
subscribed to the course. 

• A training course on 1

1Managing the
Media to create Opportunities11 was held on 
28 August whole-day and attended by 6 
member participants. 

• A training workshop entitled 11Credit
Analysis of Chinese Companies based on 
Prescribed Documents11 was organised on 
28 August. The workshop leaders were 
Mr Daniel Lee and Mr Zou Hai Yan of K 
L Lee & Co. 12 members attended the 
event. 

• 24 members attended the New
Members' Briefing, in Cantonese, on 28 
August. 

• 31 members joined the Chamber Golf
Club outing to Clearwater Bay Country & 
Golf Club on 30 August. 

• Mr Eddy Li, President of the China &
Hong Kong Economic & Trade Association, 
addressed members on recent developments 
relating to 11Manufacturing Difficulties in 
China11 on 4 September. The session was 
attended by 36 members. 

• A hal f -day t raining on 1

1 Bank
Borrowing - What Banks are looking for?11 

was held on 5 September, fu I ly booked by 
20 members. 

• Ten executives attended the Time
Management for Executives and Business 
Owners Workshop on 11 September. ■ 
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It includes: 

--} a list of franchise companies 

--} a listing of overseas franchise associations 

--} a franchise survey, etc 
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ESSENTIAL QUESTIONS ON FRANCHISING IN HONG KONG 

(English, published in 1996) 

A collection of 104 practical questions on franchising in 
Hong Kong, with answers. 
HK$40 per copy. (Chinese version will be available soon)

O! foJ 44--tH& ,t} ( � X) - A 110-page Chinese  
translation of "How T o  FRANCHISE YouR BusINEss" by 
Martin Mendelsohn. HK$39 per copy. 

Via M� i!-} ( � X) - A 100-page Chinese translation of 
"How To EVALUATE A FRANCHISE" by Martin Mendelsohn. 
HK$39 per copy. 

r--�-------------------------------,
To: Ms Rammy Chan, Hong Kong Franchise Association, 22/F United Centre, 95 Queensway, Hong Kong 
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1 ST ECONOMIC FORUM (POLAND- SE ASIA) 

The Prime Minister of the Republic of Poland, Wlodzimierz Cimoszeicz greets Ian Christie, Director of the Hong Kong General Chamber of Commerce 
•������mm�������fr•

Our 2nd best trade 
partner in Central Europe 
And the most dynamic 

C
hamber Director Ian Christie flew to 
Warsaw on September 2-3 to 
address the 1 st Economic Forum 

between Poland and Southeast Asia. His 
subject appropriately was, "How to do 
Business with Hong Kong. 11 

He told the Economic Forum that Hong 
Kong's second largest trading partner in 
Eastern Europe, after Russia, was Poland. 

The Forum was attended throughout by 
the Prime Minister of Poland, senior Polish 
Cabinet Ministers and officials from ASEAN. 

Jan Christie said that in 1995 Hong Kong's 
total exports to Poland was USD241 million 
which is an astonishing 42% growth over 
1994. It represents a sizable 27% share of 
Hong Kong's export market in Eastern Europe. 

Hong Kong's exports are mainly in the 
consumer area: watches and clocks, 

,,,.,,..... 
-

J ..ae.. - --
From left: Maurico de Maria y Campos, Director General of UNIDO; Jacek Buchacz, Minister of 
Foreign Economic Relations (speaking); Grzegorz Kolodko, Deputy Prime Minister of Poland; and 
Robert Teh, Assistant Director of the ASEAN Secretariat. 
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1ST ECONOMIC FORUM 

clothing, computer parts, toys and games, 
radios and footwear. 

According to Polish research, Polish 
consumers are planning on increasing 
consumption and savings in the years ahead. 
Replacement of household appliances and 
computer products are anticipated to rise. 

Some 61 % of Hong Kong 1 s imports from 
Poland are iron and steel. Others include 
textiles and semi-conductors. 

PM's points 
The idea of an economic forum between 
Asia and Poland was jointly developed by 
Poland's Ministry of Foreign Economic 
Relations and the UN Office in Poland of 
UNIDO, responsible for Investment 
Promotion and Industrial Cooperation. 

Ian Christie, reports on an informal briefing 
to heads of delegations by the Polish Prime 
Minister, Wlodzimierz Cimoszewicz. He says 
the Polish Prime Minister made these points: 

• Poland is the fastest growing economy 
in Central and Eastern Europe. It grew by 
almost 7% in 1995. In the last six months an 
additional 2,166 foreign companies have 
invested in Poland. There are already 77 
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companies listed on the Polish Stock Market. 
In 1991 there were only five. 

• The Central European Trade Area
(CEFTA) will shortly be joined by b.4ungary, 
Lithuania and others bordering the Baltic or 
in Central Europe. CEFTA forms a very large 
free trade economic area with a big domestic 
market. Poland is therefore very attractive 
for foreign direct investment and trade. 

Followed Asian 'Tigers' 
Ian Christie brought back the main essence 
of what Deputy Prime Minister, Grzegorz 
Kolodko, also.said in his address to the Forum: 

• Poland had taken the best features from 
the Asian 11Tigers," which they had studied 
very carefully and used these as a roadmap 
for Poland to move into a market economy. 

• Poland has achieved economic
structural alterations within two and a half 
years that had taken Korea 10 years. The 
authority for this statement is the opinion of 
the Korean Ambassador to Poland. 

• Poland put priority on the development 
of human resources and on macro economic 
restructuring. They were following a path.of 
export and investment-led growth. 
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• They aimed to expand the economy
to half the size of the Russian economy by
the year 2000.

In OECD 
• Poland has qualified to join the OECD

in July this year. 
• Poland encouraged inward investment 

from the Asian economies,  based on
opportunities for the development of  trade
links with the European Union, Cefta and the 
states of the CIS (Commonwealth of Russia).

• Poland welcomed direct investment
as a tool to improve the economic cutting
edge of Polish industry and services. 

Ian Christie says he gathered these
additional miscultaneous points at the Forum: 

• The average Polish salary: 1 ,500
Zloties (PLZ) a month. 

• Current Rate of Exchange: One USD
equals 2.6 Polish Zloties (PLZ). 

Inflation down 
• In 1990 the Polish inflation rate was

39.8%. In 1996, estimates suggest it will be 17%. 
• The private sector now accounts for

almost 60% of Polish GDP. 
• The Polish Parliament is now working 

on 156 new financial regulations. 
• CEFT A, though it is being formed now

it doesn't actually start to January 1, 1998.
Members are the Baltic States, Poland,
Hungary, Czech Republic, Rumania, Bulgaria. 

Reasons to invest 
• Reasons to invest in Poland (by the

Minister of Economic Foreign Relations, Jacek 
Buchacz): 11lt is the largest market in Central
Europe with a population of over 140 million. 
It is close to the European Union. It is
developing its road, rail and sea transport links. 
It has experience in trade in unconventional
markets, barter etc. It has a growing open
market economy, a growing private sector in
association with both the European Union and 
CEFT A. It has good natural resources and
investor friendly legislation. It is showing the 
most dynamic growth of any country in Central 
Europe. It has large scientific research potential 
and no ethnic nor racial conflicts. 

• The service sector now produces 25% 
of the GDP. 

Other Forum comments noted by Ian
Christie: 

• From the Secretary of State in the
Ministry of Finance, Dr Cristoph Caliki: Polish 
inflation in 1996 is 17%. It aims to reduce the 
inflation rate to 5% by the year, 2000 when 
Poland expects to join the European Union.
The current Budget deficit is 2.7% in 1996.
Poland aims to reduce this deficit to 1 .3% in
the year 2,000. Social security is in the process 
of being arranged through a Provident Fund
operated by the private sector. No restrictions 
on trade nor services, repatriation of dividends, 
interest due nor royalties. Free outward
investment in OECD countries. There will be

full liberalisation of capital movement by the 
year 2000. Corporation tax  is 40%.
Withholding tax i s  20% but tax incentives (if 
you set up in one of Poland's many special
economic zones) is 100% relief for the first
five years and 50% relief for the second five
years. This relief is for a maximum of 10 years. 
Poland has a progressive personal income tax
scheme which begins at 20% and goes up to 
a maximum of 43%. There is very limited
income tax liability for anyone who is only in
Poland for less than 183 days. 

60% GDP in private sector 
• From Ms Eva Freiberg, Undersecretary 

of State in the Ministry of Privatisation: Currently 
60% of Poland's GDP is produced by the private 
sector. In 1990 Poland had about 8,500 State
enterprises. These have now been reduced to 
less than 4,000. Poland is achieving privatisation 
by two methods: The first is private capitalisation 
for large companies on the market; second, for 
small and medium enterprises, is by what she 
called, liquidation. What she means is not
folding them up but by essentially issuing share 
certificates to the workers. LOT Airlines now 
has brand new Boeing airliners .  The
Telecommunications State system is for sale. 

Ian Christie summarises: "Despite what
the regulations say, rather like China or
Vietnam, a British entrepreneur in Poland told
me, in practice everything is negotiable. I
would merely say there is a lot of opportunity
in Poland because of its strategic position
between East and West and the new CEFT A.
And, they are totally committed to achieving
an export-led free market economy and taking
short-cuts by learning the lessons from any
of the Asian 11Tigers11 or experience anywhere
else. And they are looking for foreign direct
investments in most fields.

Two major sectors 
"But in two major sectors where Hong Kong
has a lot of expertise._ These sectors are: One,
infrastructure ( they like Build-Operate-Transfer 
deals) They are looking at roads, railways,
canals, bridges, and power generation. 

"The other major sector is warehousing,
wholesaling, retailing and distribution. 

"I would certainly recommend any Hong
Kong businessman who is thinking of
diversifying, either for trade or investment into 
Europe, to take a serious look at Poland." ■
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• They aimed to expand the economy
to half the size of the Russian economy by 
the year 2000. 

In OECD 
• Poland has qualified to join the OECD

in July this year. 
• Poland encouraged inward investment

from the Asian economies,  based on 
opportunities for the development of trade 
links with the European Union, Cefta and the 
states of the CIS (Commonwealth of Russia). 

• Poland welcomed direct investment
as a tool to improve the economic cutting 
edge of Polish industry and services. 

Ian Christie says he gathered these 
additional miscultaneous points at the Forum: 

• The average Polish salary: 1 ,500
Zloties (PLZ) a month. 

• Current Rate of Exchange: One USO
equals 2.6 Polish Zloties (PLZ). 

Inflation down 
• In 1990 the Polish inflation rate was

39.8%. In 1996, estimates suggest it will be 17%. 
• The private sector now accounts for

almost 60% of Polish GDP. 
• The Polish Parliament is now working

on 156 new financial regulations. 
• CEFTA, though it is being formed now

it doesn 1 t actually start to January 1, 1998. 
Members are the Baltic States, Poland, 
Hungary, Czech Republic, Rumania, Bulgaria. 

Reasons to invest 
• Reasons to invest in Poland (by the

Minister of Economic Foreign Relations, Jacek 
Buchacz): 11 lt is the largest market in Central 
Europe with a population of over 140 million. 
It is close to the European Union. It is 
developing its road, rail and sea transport links. 
It has experience in trade in unconventional 
markets, barter etc. It has a growing open 
market economy, a growing private sector in 
association with both the European Union and 
CEFT A. It has good natural resources and 
investor friendly legislation. It is showing the 
most dynamic growth of any countiy in Central 
Europe. It has large scientific research potential 
and no ethnic nor racial conflicts. 

• The service sector now produces 25% 
of the GDP. 

Other Forum comments noted by Ian 
Christie: 

• From the Secretary of State in the
Ministry of Finance, Dr Cristoph Caliki: Polish 
inflation in 1996 is 17%. It aims to reduce the 
inflation rate to 5% by the year, 2000 when 
Poland expects to join the European Union. 
The current Budget deficit is 2.7% in 1996. 
Poland aims to reduce this deficit to 1 .3% in 
the year 2,000. Social security is in the process 
of being arranged through a Provident Fund 
operated by the private sector. No restrictions 
on trade nor services, repatriation of dividends, 
interest due nor royalties. Free outward 
investment in OECD countries. There will be 
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full liberalisation of capital movement by the 
year 2000.  Corporation tax is 40%. 
Withholding tax is  20% but tax incentives (if 
you set up in one of Poland 1 s many special 
economic zones) is 100% relief for the first 
five years and 50% relief for the second five 
years. This relief is for a maximum of 10 years. 
Poland has a progressive personal income tax 
scheme which begins at 20% and goes up to 
a maximum of 43%. There is very limited 
income tax liability for anyone who is only in 
Poland for less than 183 days. 

60% GDP in private sector 
• From Ms Eva Freiberg, Undersecretary

of State in the Ministry of Privatisation: Currently 
60% of Poland 1s GDP is produced by the private 
sector. In 1990 Poland had about 8,500 State 
enterprises. These have now been reduced to 
less than 4,000. Poland is achieving privatisation 
by two methods: The first is private capitalisation 
for large companies on the market; second, for 
small and medium enterprises, is by what she 
called, liquidation. What she means is not 
folding them up but by essentially issuing share 
certificates to the workers. LOT Airlines now 
has brand new Boeing airl iners. The 
Telecommunications State system is  for sale. 

Ian Christie summarises: 11Despite what 
the regulations say, rather like China or 
Vietnam, a British entrepreneur in Poland told 
me, in practice everything is negotiable. I 
would merely say there is a lot of opportunity 
in Poland because of its strategic position 
between East and West and the new CEFT A. 
And, they are totally committed to achieving 
an export-led free market economy and taking 
short-cuts by learning the lessons from any 
of the Asian 11Tigers11 or experience anywhere 
else. And they are looking for foreign direct 
investments in most fields. 

Two major sectors 
11But in two major sectors where Hong Kong 
has a lot of expertise. These sectors are: One, 
infrastructure ( they like Build-Operate-Transfer 
deals) They are looking at roads, railways, 
canals, bridges, and power generation. 

11The other major sector is warehousing, 
wholesaling, retailing and distribution. 

111 would certainly recommend any Hong 
Kong businessman who is thinking of 
diversifying, either for trade or investment into 
Europe, to take a serious look at Poland.11 ■
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It Pays to Train Your O�n Engineers 
Join the Engineering Graduate Training Scheme 

fltfjiJll•I�ftili DR1f�*ff &ii 

The Vocational Training Council (VTC) is inviting employers ffi * g/1[ #l � f]: �!IT 3JU I fj * z {Ji±� WI f4-$ * � 
in the following fields to participate in the Engineering 

wll�HIU O Graduate Training Scheme (EGTS): 

(a) Building Services Engineering;
(b) Chemical Engineering;
(c) Civil Engineering;
(d) Electrical Engineering;
( e) Electronics Engineering;
(f) Environmental Engineering;
(g) Geotechnical Engineering;
(h) Manufacturing/Industrial Engineering;
(i) Marine Engineering (Shore-base);
(j) Mechanical Engineering;
(k) Naval Architects;
(1) Software Engineering;
(m) Structural Engineering.

The Committee on Training of Technologists is responsible 
for the administration of the EG TS. The object of the EG TS is 
to bring about sufficient practical training opportunities in 
local industries for Hong Kong engineering graduates and 
sandwich students. Employers participating in the EGTS will 
be required to provide trainees with practical training of a 
standard approved by the recognised engineering institutions. 

The training of the trainees will be monitored by the 
Committee through appointed engineering supervisors. A 
subsidy will be granted to each trainee receiving training 
under the EG TS for a period of up to 18 months and the 
subsidy will be paid through his employer as part of his salary. 
The current rate of subsidy (under review) for each graduate 
trainee is $4,750 per month and for each sandwich trainee is 
HK$2,850 per month. 

If you are interested to participate in the EGTS, please 
telephone 2836 1716 for more details or just complete and mail 
the coupon below. 
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----------------------------------------� 
To: The Committee on Training of Technologists 

c/o The Technologist Training Unit, Vocational Training Council 

16th Floor, VTC Tower, 27 Wood Road, Wanchai, Hong Kong. 

We are interested to participate in the EGTS. Please send us more details. 
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(IN BLOCK LETTER) (!ifflIEi'i) 

Name of person 
to contact: Position: 
��A: __________ _ _____ �m: _______ ________ _ 

(IN BLOCK LETTER) ( !I ffl 1:Ei'I ) 

Address: 
�hl: ___ _ __________________ ____________ _ 

Telephone: 
________________________ ffi:g3: --------------------



WATER 

H S Kwong 

Govt subsidises 44°/o 
From general revenue and from rates 

T 
otal Government contributions to the 
cost of water from general revenue 
and from rates in the current 

financial year will be HKD2.8 billion, in 
other words Government is subsidising this 
necessity - which Government fully 
recognises - to the extent of 44%. 

H S Kwong, Secretary for Works, 
explained the charging scheme to members 
at a Chamber business subscription lunch 
on September 16. 

He said: 11With this preamble (the 
necessity of water), we have worked out a 
progressive charging scheme which enables 
all domestic households to enjoy free of 
charge the first 12 units of potable water. 
The charging scheme works in a way to 
allow about 80% of domestic users to pay 
nothing or below cost and the remaining top 
20%, who are lavish users, to pay charges 
above cost for the purpose of discouraging 
extravagant usage. 

11On average domestic users pay HKD4.5 
for a unit of potable water. This represents 
only 56% of the HKD8 unit cost of producing 
and delivering water to a domestic 
household. 

11 ln other words, the Government is 

sub sidising 44% of  the cost .  The 
Government is  subsidising 44% of the 
revenue towards the free water allowance 
from the general revenue and from rates 
towards free water allowance. In the current 
financial year, the total government 
contributions from these two sources will be 
in the order of HKD2.8 billion.11 

Balance 

The Secretary for Works explained: 11While 
the Government is committed to providing 
a reliable and an adequate water supply in 
a cost effective way to meet the demand of 
the community, we have to strike a balance 
between the level of Government subsidy 
and the affordability of water consumers. 

11Any attempt to upset the balance will 
invariably affect Government's ability to 
provide services in other important areas, 
such as housing, education and welfare. It 
will also upset our prudent public finance 
management principles. These principles are 
cornerstones of Hong Kong's continuing 
success!' 

H S Kwong said while Hong Kong is 
surrounded by a large body of water, the 
quest for fresh water always remains a 

challenge because of our population growth 
and fast economic development. Before the 
60s Hong Kong relied for its supply on 
rainfall conserved through reservoir 
construction. This was not satisfactory 
because rain is not a steady source of supply 
and reservoir construction takes up large 
tracts of land. 

To overcome t h e s e  p r o b l e m s ,  
arrangements were made with t h e  
Guangdong authorities i n  1960 t o  receive 
supply from the East River. The present 
agreement wi 11 enable Hong Kong to 
increase the annual supply to 840 million 
cubic metres. At present 720 cubic metres 
accounts for 70% of our supply. 

He said to enable Hong Kong to receive 
supply from China, the Water Supplies 
Department embarked on a HKD1 .7 billion 
programme in 1991 to expand the reception 
and transfer system. The programme 
involved the construction of a new pumping 
station near the border at Mak Wu, laying 
21 kilometres of large diametre pipelines 
and upgrading the pumping facilities at 
strategic locations. All these works were 
completed last year and are now fu I ly 
operational. 
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Other projects 
The latest project being undertaken includes 
an HKD1 .6 billion scheme to provide supply 
to Chek Lap Kok and new town, Tung 
Chung. It is designed to allow for expansion 
to meet demand in future on Lantau. 

The Department is also  working on a 
HKD1 .1 billion project to construct new 
treatment works to meet demand in Shatin 
and Ma On Shan. It is due for completion 
at the end of the year. 

The Secretary for Works said in  
m onitoring the quality of its water the 
Department ad opts a Wor ld  Health 
Organisati on I ist of substances and 
parametres. This has become increasingly 
complex and demanding. The Department's 
Mainland East Laboratory has been accepted 
as an accredited I aboratory under the HK 
Lab oratory Accred iti onal Scheme for 
measuring pesticides, herbicides and 
organics in trace. 

A memento from host. Stanley Ko, Vice Chairman of the executive committee of the Hong Kong 
Coalition of Services. 

An other imp ortant aspect of the 
Department's work is to provide an efficient 
billing service, handling 2.1 million accounts 
of which 1.8 million are domestic. ■
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i*l�i���i--Ji 
n ki \l 111 I.tfecti

Crisis handling 
PA Consultants Ltd give members advice 

C
onnie Kwok, general manager of 
Chamber Services Ltd, jointly 
conducted on September 3 with PA 

Consultants Ltd a very well-attended half
day seminar on crisis management/crisis 
communications as this subject perhaps 
more frequently confronts some Hong Kong 
companies and could damage their 

corporate imagine. 
Newsworthy events were described from 

the media 1 s viewpoint in taking public 
witness as having to do with public interest/ 
concern; causalities/damage; justice/truth; 
mishandling of public money; human errors 
and responsi bi I ities; natural hazards/ 
accidents. 

n11na1 on Skills in Etfecti Crisis Ham 

Dr Lo Chi-kin 1£-=filtffi± 

er\ i Hand\ln°

Andy Ho. 1EJ�� 

The seminar speakers said the media 1s 
needs in reporting emergencies as evidence 
from the government; from the victim; or 
from a witness or witnesses; background 
information/past  record;  pictures ;  
contingency plans of  parties concerned; 
results of investigations or studies; 
professional or third-party comments. 

PA Consultants Ltd advised participants 
to develop an 1

1alarni 11 system; work out a 
stance and key messages for each issue; and 
take appropriate follow-up action. 

Speakers said, in meeting the public, be 
proactive; secure all the facts; review the 
situations on an on-going basis; draft brief 
and precise messages; and assign specialists 
to handle media activities. 

Media 

They said: Don1t avoid the media; don1t give 
out unverified information; don't give simple 
conclusions to complicated issues; don 1 t 
apportion blame or responsibilities hastily; 
and don 1t assign too many spokespersons 
for one issue. 

PA Consultants speakers said the 
strategies and skills in handling the crisis a 
company should involve top level personnel; 
rely on good presentation; and face the 
public. 

They said questions raised by the media 
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during an emergency usually involved the 
cause of the events or casualities; blame, 
responsibilties and compensation; remedies, 
impact or damages; opinions from various 
relate9 parties. 

They advised them to be well-prepared; 
assess vulnerabilities; develop response 
mechanism and procedures; devise 
mechanism for issues management; provide 
training and drills. 

Vulnerabilities 

They said examples of vulnerabilities 
included customer relations; product or 
service flaw; employee relations; labour 
involvement, industrial accident; public 
relations; scandals; illegal activities; political 
relat ions , public monitoring, social 
movement; natural hazards or accidents.■

The speakers for PA Consultants were: 
* Andy Ho, Managing Director, former 

Political Editor of the South China Morning 
Post; Dr Lo Chi-kin well-known current affairs 
analyst and contributor to Ming Pao and Hong 
Kong Economic Times and Peter Lam, a 
former co-host of 11Headlines, 11 a weekly 
public affairs programme on RTHK and 
currently co-host on a daily talk show "Teacup 
in a Storm" on Commercial Radio. Albert 
Wong (Shelf) gave his companis experience. 
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[ CHINA COMMITTEE 

C Y Leung on China 
real estate market 
Gives China 1s political timetable 

Leung Chun-ying, who is Managing 
Director of C Y Leung Ltd, chartered 
surveyors, also Chairman of the Royal 

Institute of Chartered Surveyors and 
President of the Hong Kong Institute of 
Surveyors was the guest of honour at a 
special subscription lunch organised by the 
Chamber's China Committee on September 
12, hosted by Tony Fung, Chamber China 
Committee Chairman and a member of the 
Chamber's General Committee. 

Tony Fung said C Y Leung is also serving 
the Preparatory Committee of the Hong Kong 
SAR as Vice Chairman, is an Honourary 
Member of the Hong Kong Affairs Advisory 
and Hon Secretary of the One Country Two 
Systems. He is also appointed by a number 
of Chinese Municipal Governments as 
honourary advisor on land reform. 

C Y Leung spoke on 11The Mainland 
Chinese Real Estate Market: Unique 
Parameters. His speech was distributed. 

He said in his distributed address that 
the market on the mainland is known for its 
high returns. He gave examples of projects 
in Beijing, and Shanghai and illustrated them 
on slides. 

He went on to outline the procedures 
for appointing the Selection Committee and 
the appointment of the SAR Chief Executive. 
He gave this timetable: 

September 14: Closure of nominations 
for the 400-seat Selection Committee. 

October 4-5: Preparatory Committee 
gets the list of nominees for comment. 

Ea r l y  No v e m b e r :  Prep a r a t o r y  
Committee vet the nominees and produce a 
shortl ist of 408 and formation of Selection 
Committee at the sixth plenum. 

Late November: Selection of first SAR 
Chief Executive. 

December: Formation of the Provisional 
Legislative. 

Risks 

He said in his distributed speech that while 
the returns in the China property market are 
high, the risks are somewhat unique. 

Extracts from his distributed speech: 
• Political risk: 11lf the risk is defined to

mean the possibility of China doing a U-turn 
and running away from the open-door and 
market economy policy, I wou Id suggest that 
this political risk is now very low. The present 
policy of allowing market forces to determine 

C Y Leung and Tony Fung m��JiVI*� 
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CHINA COMMITTEE 

C Y Leung speaks from the podium ?!lt!JiHO,lt� 

the owners and users of landed properties 
and to determine the consideration for which 
such ownership and use should pay has a 
relatively long history and has been very 
consistent. 11 

• Policy risk: 11We have all experienced 
the stop-go policies elsewhere when there 
is a change of government, or a change of 

popularity ratings of governments. China is 
not different in this sense in having policy 
risk. The finer detai Is of this risk however 
are worth examining. We have seen, for 
example, since the beginning of 1992 all
out efforts on the parts of municipal and other 
governments along the Coast to dispose of 
land use rights and to attract property 
investors, big and small. Supply policy, in 
exactly the same political climate, could 
change abruptly. 

11We are already seeing the enforcement 
of building covenants in many cities, 
meaning the repossession of land granted, if 
development works are not proceeded with 
according to schedule. We have also seen 
n a t i o nwide intro duction of Land 
Appreciation Tax. In  the smaller counties of 
Guangdong there have been cases of local 
governments levying new charges in the 
development and conveyancing process that 
were unknown to developers and buyers. 

• Title Risk: 11GiVen the potential and
opportunities in China, it is always tempting 
for developers to rush into signing letters of 

intent and heads of agreements, without 
knowing the exact nature of the entitlements 
and obligations, of themselves as developers, 
of their lenders and of their buyers and future 
successors in title. 

30 The Bulletin October 1996 

"While letters of intent and heads of 
agreements are useful in securing what 
essentially is a first right of refusal in a project, 
more often than not, they also give a false 
sense of concensus and tend to conceal 
rather fundamental perception gaps and 
innocent and ignorant misrepresentations. 

Differences 

"Differences become all the more difficult 
to resolve after the Letter of Intent is signed. 
It is therefore a I ways advisable, while 
realising this may well be a tall order, to 
thrash out all the 'what ifs' and to remove as 
much uncertainties as possible beforehand. 

"This is also useful in countering the 
policy risk that was mentioned earlier. Since 
the grantor is most cases is the government, 
it is a moral advantage, if not a legal 
advantage as well, to state as many policy
related issues as possible in the grant 
documents. Naturally not all questions will 
be answered, and answered to developers' 
satisfaction. But the lack of an answer, or 
the lack of a satisfactory answer, must also 
be an answer in itself. 

11The risk is therefore the risk of not 
knowing, with a reasonable degree of 
certainty and accuracy, what a party to a 
property-related transaction, be it a buyer, a 
bank as mortgagee, a tenant or a beneficiary 
to an estate, can or cannot do, for how long 
and at what cost. 

"Property-related rights are always 
complex and are potentially contentious. 
Some cities such as Shanghai, Shenzhen 
and Zhuhai have started various forms of 
title registration, the legal meaning of 
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which is yet to be fully appreciated. The 
lack of an independent and efficient 
Chinese legal possession and the reliance 
on Hong Kong lawyers who cannot and 
do not practise Chinese laws also means 
that the usual protection that parties to 
property-related transactions need, are not 
fully available." 

No longer 
• Development Risk: 11This the risk of

your architect coming back to tell you that 
what he understood from local authorities 
could be done can no longer be done. The 
plot ratio is now lower, the power supply 
not yet sufficient, or the local contractor 
wants to re-negotiate terms of the building 
contract.11 

• Market Risk: 11Last on the list I shall
say something about market risks. Like 
market risks in other forms of investment, 
the nature of this risk lies in the mismatch 
between supply and demand. 

"Demand is difficult to forecast in any 
marke t. In  China,  the difficulty is  
multiplied many ties by firstly the very fast 
economic growth, which gives the ability 
needed on top of the willingness to buy, 
and secondly by the bold structural 
changes in the economy that have been 
taking place. 

11To make matters more challenging, 
accurate supply and stock statistics are in 
general not available anywhere in China. 
In forecasting supply, many of our 
professional colleagues have taken the easy 
road of multiplying the areas of site granted 
by their respective plot ratios, not knowing 
that this approach is very unreliable, 
because: 

1 . Bureaucracies. 
2. Lack of funds. 
3. C onstruction/util i t ies-related

problems. 
4. Market changes. 

Surveys 
In mainland China, there is no substitute for 
actual filed surveys, tracking progress or the 
lack of progress and also tracking changes 
in the use of scale of development. 

• Infrastructural Projects: "China has put 
in train a large number of massive 
infrastructural projects. Many of these 
projects, when completed, will change the 
spatial relationship between cities and on a 
matter scale, between two points in any 
given city. Last month I made a day trip from 
Tianjin to Bejing. With the benefit of the new 
expressway, the journey time door-to-door 
was 1 1/2 hours. 

"Pudong, as another example, without 
shifting an inch toward Puxi is now much 
closer for real estate purposes now that the 
new elevated ring road, the Nanpu and the 
Yangpu bridges, are in operation. 

"Again there are many more examples 
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of different scales up and down the country 
that will add to or take away from real estate 
values.  The Hong Kong/Guangzhou 
expressway, the many new airports, the 
container terminals and the power stations 
are points to consider. Again investors could 
find a niche in the local market that will 
benef i t  f r o m  t h e s e  i n f r a t s r u c t u r a l  
developments. 11 

• The Shift T awards the Market: 11ln other 
markets, growth in demand tends to follow 
economic growth. Take-up rate also roughly 
resembles the growth rate of the local 
economy. In China there is another and 
perhaps a more significant factor that is as 
yet not realised. 

11The central theme in the reform of all 
sectors of China's economy is to move away 
from resource allocation by state organs and 
to allow the market to gradually take over, 
not just in determining price levels, but more 
fundamentally in satisfying and influencing 
demand. 

Fraction 
11Before the concept of land use rights was 
adopted and before land use rights were 
granted in the mid-1980s. all land and 
buildings in the PRC were owned and 
allocated by the State. To date the market 
still accounts for a very small fraction of 
the total land and building stock of the 
country. The supply and demand figures 
and their interaction are all within the same 
fraction. 

11One potential and a very significant 
potential source of demand relative to the 
small supply in this fraction, may come from 
state-owned enterprises which up to now 

•�w���-�am¥mv�z��m
1r: , 0l.[:j,/Jmtm£:rrffi> J

• mti1zs1* : 11:E1t1mil*s"Jmti_t ,
m*m�ttttW��m�m�,wm*•� 
W#����m�m�ffl�;�w,�•� 
ilm�m*•mM�,W¾Jt�*••m� 
lzsl* 0

1�il*fi**�fi�-�§f���,¾ 
�ilr,lg¾*�M�•il*MM���,aw 
:!:i lzsl * ± �ttm11 i'!"J :fr�Lt 1�*tiM 0 

"$:1:�ml� 

,so ifft��, #±tm1tJtHis"JU��iHim 
��,m��il�±�N•m�@il*ff� 
N*�,���B,1:Em�_t§@K.�± 
tmN•mtt•m1r!:is"Jtt1ftl��$, 1zs111t, � 
ilm���m*�RN*�lzsl*ffl��N* 
�•tE�ffl��*���w�_t•��• 
jJ 0 

,tE�1riIDfr!:i�*��, ll1�••���s"Jm 
�£m�_t,ffl*±�m���¾* 0

� 

tt'il�¾*tEtt�,�*•,i�,�m 
��IW%�ffi-�*ffiil*���'� 

32 The Bulletin October 1 996 

have relied on the state allocation system 
for their accommodation, be it offices, 
factories, shops or staff housing. There are 
now p r e c e d e n t  cases  wher.e s uch 
enterprises are given the autonomy and also 
the financial resources or incentives to 
satisfy their requirements in the market 
place. 

11The housing sector will most likely feel 
the impact as state-owned companies are 
now buying residential units for the 
occupation of their staff in the market at 
market prices. Demand for offices are also 
likely to be b9osted by this change in China's 
economic structure. 

Beijing· 
• Beijing as a strategic city: 11Much has

been said about the political importance of 
Beijing as the seat of the Central Government 
and the central party machinery. Many 
similarities have been drawn and other 
capital cities such as Washington DC or 
Canberra, while Shanghai and Wuhan have 
been compared with the New Yorks and 
Chicagos of the world. 

11Most analysts in my view have missed 
out one important and unique aspect of China 
in these comparisons. Though China has been 
gradually experimenting with market 
economy practices in certain sectors, the 
economy of the country is still largely state
owned. All the local economies of provinces, 
cities and counties are also subject to policy 
directives of the Central Government. 

11This centrist nature of Chinese politics 
and the economy has several implications 
for Beijing as a city: 

i) As all contract/investments above a
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certain size have to be approved by the 
national economic commission, foreign 
businesses often find themselves making 
presentations to and negotiating with central 
gover_nment officials in Beijing about projects 
in other parts of the country. 

ii) As the Chinese Government,
represented by central government officials, 
are the ultimate owners of practically all 
resources in the country, foreign businesses 
also find themselves making presentations to 
and negotiating with central government 
officials in Beijing about major projects with 
China with the Chinese Government assuming 
the role of the Chinese party to the joint-venture 
project, or as a party to the contract. 

iii) Beijing as other capitals in the world, 
is the city in the country where most 
important policies are formulated and also 
where policy decisions are made. More and 
more foreign businesses have found it 
necessary to keep close watch on sentiments 
in Beijing and also to gather intelligence on 
their competitors. Wherever possible foreign 
businesses also try to lobby for the support 
and sympathy of the Central Government 
for their business ventures. 

It is now clear that the above mentioned 
importance of Beijing applies not only to 
foreign businesses but also to local 
governments in other parts of China and to 
mainland businesses, though they tend to 
assume a lower profile. There is an increasing 
representation from other cities and 
provinces whose presence in Beijing is for 
exactly the same reason as foreig n  
businesses. 11 

C Y Leung answered a variety of 
questions from the floor. ■ 
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Need for a 
secondary market 
State Planning Commission and Mainland developers discuss with local developers how 
to stimulate the China market 

A 
strong message that China needs to 
develop its secondary property 
market came from a seminar on 

September 1 3. 
Members of the General Chamber of 

Commerce and its services arm, the Hong 
Kong Coalition of Service Industries, together 
with members of the Real Estate Developers' 
Association of Hong Kong and the Society 
of Hong Kong Real Estate Agents met at the 
seminar with a delegation of 14 officials from 
China's State Planning Commission (SPC) 
and of principal Chinese developers on the 
Mainland to discuss how to stimulate the 
China property market to meet the needs of 
the Mainland's growing urban population. 

About 60 participated, many with 
projects in China. 

Dr Lily Chiang, a member of the HKGCC 
General Committee, made the welcoming 
speech and Tony Chan, President of the 
Society of Hong Kong Real Estate Agents, 
acted as Moderator. 

Shen Zhi Qun, Deputy Director of the 
Investment Research Institute of the SPC and 
Shen Wuyi, head of the Real Estate Section 
of the Department of Fixed Asset Investment 
of the SPC were speakers from the Mainland 
and Shih Wing Ching, Managing Director, 
Centaline Property Agency Ltd, spoke from 
the Hong Kong perspective. 

Shih Wing Ching is the founder of a big 
local real estate agency with 130 offices in 
the territory and more than 1 ,000 employees. 
The a g e n c y  h a s  a n  e x p e r i e n c e d  
understanding o f  the local market and, 
following the visit of Deng Xiaoping to the 
South in 1992 , Centaline was involved in 
promoting Chinese properties. 

430 million 

Backgrounding the seminar, Shen Zhi Qun 
according to published reports said China's 
urban population would reach 430 million, 
33% of its 1.3 billion total, by the year 2000. 
That made production of more urban 
housing a key pri ority. The Central 
Government is strongly emphasising the 
construction of affordable housing for the 
people as a key part of the Ninth Five-Year 
Plan. 

He said allowing for an average living 
space of nine square metres per person, the 
Government's goal is to provide 1.2 billion 
square metres of new urban housing in the 
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next five years. Shen Wuyi said China had 
expanded the affordable urban housing 
programme to 29 additional cities so far this 
year and plans to double the amount of loans 
provided under the programme to 10 billion 
yuan. The investment programme begun 
in the first half of this year totalled 12.55 
billion yuan almost equal to the 12.6 billion 
yuan spent in the whole of 1995. 

Elaborating on the discussion at the 
seminar afterwards, the moderator, Tony 
Chan, said it could be seen as cooperation 
between the SPC and the Hong Kong 
commercial sector. The HKGCC was chosen 
as main organiser because it was the biggest 
organisation representing Hong Kong 
business interests. 

He said Shen Zhi Qun led the Chinese 
delegation that included China's four biggest 
developers. 

Exchange of ideas 
Tony Chan said the crux of the seminar was 
an exchange of ideas. From the Chinese side 
they want to pave the way for foreign 
investors to enter the China building 
programme. 

Looking at the key speeches from the 
Chinese side first, Tong Chan said Shen Zhi 
Qun, a researcher, had backgrounded the 
seminar on the trends and opportunities in 
China's real estate market and Shen Wuyi, 
a law maker, spoke of policies and 
regulations, what was going on and what 
difficulties were being encountered. 

Tony Chan said the discussion at the 
seminar centred on how to create a 
secondary market and what were the 
essential elements involved. He said the 
speech of Shih Wing-chung was perhaps 
the most significant. Most of the audience 
were already participating in projects in 
China, such as in Shanghai, and they were 
seeking an update of what Beijing plans to 
do next. 

Highlights 
Tong Chan said he would highlight the most 
interesting points: 

• Shen Zhi Qun talked about the various 
options in the Ninth Five-Year Plan. One 
option being considered was using 
residential real estate as a hedge against 
inflation. He said encouraging families to 
own their own homes would help social 
stability by making people feel they had a 
stake in the economy as time goes on -
both an economic thing and a psychological 
thing. 

• They talked particularly about the
lower-end of real estate market that meets 
the needs of the average person. 

This was interesting because in real 
estate experience in Hong Kong, the reason 
why Hong Kong had become so stable and 
the purchasing power so high was partly 
due to do with its real estate, starting from 
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the mid-70s when real estate was only 
HKD500 a square foot. Before the slump in 
1981, real estate prices in Hong Kong had 
reached a peak of something like HKD800-
1,000 a square foot. 

Property began to pick-up again in 1986 
and the average starting point price was 
some HKD600 a square foot. By the end of 
1990 the price per square foot had reached 
something like HKD2,000. By the summit 
in 1994 the price had reached HKD5,5000-
6,000, 10 times what it was in 1976. 

• The Chinese speakers at the seminar
seemed to hint this Hong Kong experience 
may be a direction for China. But Tony Chan 
said they face a problem. China is a vast 
country with 1,2 billion people. The 
officials' thinking seemed to be something 
similar to the home ownership schemes in 
Hong Kong. For private developers to come 
into the mainland and build with a guarantee 
of a low income of 15-16% doing away with 
the capital gains tax. 

Vast scale 
• For the bigger cities like Shanghai,

Guangzhou and Wuhan the projects would 
be on a vast scale. Foreign developers will 
only construct the buildings. These will be 
on low land; be built  of relatively 
inexpensive materials; be of normal design 
and be up to a standard local people could 
afford. 

May be selling at RMB100,000. And may 
be buyers would put down a 60% mortgage, 
repaid at say RMB1 ,000 a month with a 10-
15 years' repayment period. 

• When the buyers in the course of time 
got richer they could afford to change their 
home in the secondary market. This group 
of purchasers would form the foundation 
for the other economic sectors. The fear in 
this option is that the home-owners will 
become too active and there wi 11 be 
speculation. 

• They will want to encourage home
ownership but not speculation. Home
owners would not be allowed to change 
homes too rapidly. 

• There is no law in China requiring
developers to first acquire the finance to 
stop them gambling by putting up projects 
for pre-sale, based on architectural plans 
in brochures and sold to the general 
public. 

Uncompleted 
When these projects cannot be completed 
for delivery to the end-user it is often found 
the developer is not financially sound nor 
can the end-user take action against such 
developers because they may be local 
government bodies. The liability of lawyers 
who make the contracts with the end-users 
is being tested in Hong Kong courts. 

• Tony Chan thinks 80% of developers 
who cannot deliver are genuine. Some 

were successful in the first place and then 
bought more land to build more projects 
but get stuck with a fall in demand without 
money to complete construction.·.,Some 
turned to the casino, commodities, etc. to 
find finance to build and some lost 
everything. The money just disappeared. 
They can't get venture capital. The land is 
not sufficiently valuable as in Hong Kong 
to get a bank loan on the security of the 
land. And they remain unresolved cases. 
What will the State Government do to 
remedy the situation? 

• Shen Wu.yi said the problem was now
mainly confined to Guangdong Province. He 
said in one case the Beijing Government had 
purchased one half-uncompleted project. 
But Shen Wuyi did not say what Guangdong 
would do with HKD6 billion of sold 
uncompleted units. 

• Tony Chan s a i d  no f inancial
institutions were prepared to buy the projects 
based on the security of the land. The land, 
in Hong Kong terms called, accommodation 
value, was HKD20 a square foot in floor 
area. But the building cost was HKD150. 
Whereas in Hong Kong, the land value could 
easily be HKD3,000-4,000 a square foot and 
construction cost only HKD700-800. In 
Hong Kong what they usually do is lend 40% 
of land value. 

• In the case of China, there is simply 
nobody who is prepared to finance 
construction. In order to complete a project 
therefore developers had to have H KD20 
to outlay on the land value and HKD150 on 
the construction cost - a totally own finance 
scenario. 

Tradible 
• The problem in China was the lack of 

a secondary market. That was why Mr Shih 
emphasised at the seminar the secondary 
market's importance. 

Tony Chan said completed units have 
got to be easily tradible. That is, the 
machinery for making a sale has got to be 
there. Such as the published materials and 
checkable public records as exist in Hong 
Kong. The system of public records has not 
been established in China. There is still only 
State-owned records. 

• Tony Chan says there is still no legal 
arguments between the leasehold system 
of tenure of land in Hong Kong and the land
use rights system in China. So far there are 
no real cases being put to the courts. 

In some big cities in China there is a 
law to enforce a mortgage. But in most places 
it is a confidence problem. Few bankers are 
prepared to give a mortgage because it may 
be possible for the mortgagee to dispose of 
the land. Foreign multinationals might be 
lent finance by banks not on the security of 
t h e  l a n d  b u t  t h e  s e c u r i t y  o f  t h e  
multinationals' own assets. 

• Here in Hong Kong there is a very
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Tony Chan presents a souvenir to the 
Mainland delegation leader, Shen Zhi-qun 

ll]IUlU& raJ ;.t;&ffi'.�m£�� 

• �Jlt�-re1'g� , J\.$A!WJJ5ctts�V�mi
Jt'.i3Ifz jFf¥,t:,,1Jci; 0 

� @0 P] tE1JJ □'i nJG:i;JJit 
����JJ�V��m§,@@�*�$* 
�a,���fi��g��-��nlGiffl 0 

$*A*��-��R�••AA�•-• 
jJ£ , 1Ei.it-� -�m� 0 ii [7g s� tfil 1Jf 3Ifz:,f �ow 
m���,v�•:,f��±�IP1fflfi��, 
-�-� , ¥}�F"U!�tH�lk: 0 :jj�fi , r:r�
i!&Jff � Y. 16JtF!JjjJf )Jfu � ?

• ttft\-*� , i�HUWt5LI�� r:rtEJI
*-� 0 :i�}?:i!&Jff � �-A-11U 11JffiJ JJ[ § s� 
¥•¥m,@tt3Ifz*�OOJl*�i!&m��w 
�JJU� {1I 60 itm 51:; , EJ� 1:±Hi s� I 11Jffi J tl 
11: 0 

• �****� , t1�!'l;ffg};fit#JID'tf:�±
��M�,-A�@m•m§ 0 ±�*�� 
rntw11mJ (wmv!tr1m) 11�tpf-jjrif{flffiW 
ll2om5t, 1Ei.m•m*J:!IJ� 1som5t O wm 
�fflm�Mffl&,��jjrif{��-•£ey� 
3, 000�4, ooo5ts�Jt�, rmm•m*J:imtE
7oo�soom5tz• 0 wms�i!H-=r-tt-t-:&tfil 
1ts�lmnlG1P1Jl�mi�Jt:,x 0 

• [9]]17gzj��Jl-L¥HtWs�•t• O Ji
�-�ffl�fi-�g��-���M�M� 
Jt•m*o 

iffi �1t 
• r:rils�r"�R!tEEt���=*ti, �m

�nffi;twtE�JfM-t-r:rm�s�:1:1� 0 

�*ffi��'�I�tl��ffl£�tE* 
�ffl�,m���,���-�����• 

M� 0 $��,t£wm,0�ey@£R�� 
Htl¥��-;@tEr:riJ,���N�*m 

• �t * -re iJt , w mfJJ ffl s� �lE1J1Mi mLl
N , [7'JtfilJ:!U�fi±tiM!fflrimLl , 1f

f

ffiffZFei9 
�*��ffW����,rm���*�W� 
�Hs��14 

r:ril��*�*���W-fi:&ffl�� 
:k� , ilitt*if�*tfilf@: , m�-1tm{�f,t:,,Mffi! 0 

ffi�@fiu�mm*•'����Afil�� 

The Bulletin October 1 996 35



CHINA REAL ESTATE 

mature real estate system, interlinkable with 
the legal system and financing system. The 
three work together closely. Whenever the 
lawyers say a land buyer has a good title, 
then the bankers are prepared to give you 
60-70% first mortgage and 20% second
mortgage. Effectively 90% mortgage. There
is no fear that the bank cannot resell if there
is default. And there is a very active
secondary market. There is an enforceable
law.

Lack of information 
• Tony Chan said Shih Wing-chung said

in China there was a lack of price information 
for decision-making. There were no 
publications because of the not-yet adopted 
records system. In Hong Kong all recorded 
land transactions were public unless 
classified. Land information is regarded in 
Hong Kong as public information and 
everybody has access to it through the 
Registry. 

• Shih Wing-chun laid down the
prequisites for the secondary market: Basic 
was the purchasing power limited by the 
economic health of China; the per capita 
GDP, the average earnings per person; the 
disposable income was not good because 
of the vast population, not good enough to 
pay for the mortgage. 

Shih Wing-chung suggested before the 
Ninth Five-Year Plan focused on real estate, 
China should think first about further 
improving the economy. How to improve 
the overall economic situation. He suggested 
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average earnings per month should reach a 
better level, enough to put down on a house 
and pay for the mortgage 

• Tony Chan said another point Shih
Wing-chung made was that the "hardware" 
didn't exist in China. By which he meant 
the real estate agents were not sufficiently 
visible in China to create the physical 
presence of the secondary market. The 
sel Ii ng methods of real estate agents to 
enable buyers of homes to get information 
and to make a choice -"hardware' - was 
not yet developed in China. 

• Tony.Chan said Shih Wing-chung
put all his emphasis on the secondary 
market. On the bank mortgage as a vicious 
cycle,· on the importance of a low tax 
rate and on a much simplied tax system. 
All China's many taxes when added up 
together amounted to a high tax rate. To 
encourage people to work harder and 
invest more a low, simplied tax system was 
necessary. 

• Shih Wing Chung said it took him
more than a year to get a real estate agency 
licence. When he got it, it was a joint 
venture with a Mainland company. He was 
made to operate with a company he 
didn't know well. Hong Kong was quite 
different. All you had to have is a business 
registration to begin a business. China was 
too difficult and discouraged people 
moving in and beginning an agency 
business. When there was no active 
agency, then the "hardware" for the 
secondary market did not exist. 
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Vicious cycle 
• Tony Chan said: "You have to make a

start with breaking the bank vicious cycle. 
Perhaps begin with the homeownership 
sector. And State-run banks, perhaps giving 
finance up to 60% of the mortgage? 

That group of purchasers whoever they 
may be become the first owners. In the 
course of time these people would be 
allowed to resell. The homeownership 
scheme could be a halfway house in the 
sense that you have to keep your house and 
can't speculate. But upon expiry of 10 years 
and upon paying the land premium a home
owner would be allowed to sell on the free 
market. 

• The two Shens were shown a modern
rental estate in Hong Kong. Tong Chan said 
they were thinking of China building rental 
estates for the lower income groups. 

Tony Chan says: "I don't know how they 
would encourage the banking sector to come 
in, how they might do it? So the scheme in 
China might be homeownership scheme 
with a limited period of non-sale on the one 
hand to stop speculation and public rental 
estates of modern standard on the other. But 
without a stimulus you can't really get it all 
going. 

"Who has the ability to get it going in a 
vast country like China? Which region would 
you start first? Deng Xiaoping actually made 
that decision to allow a certain sector of the 
population to become wealthier first- the 
southern coastal region." ■
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DISABLED 

Employing disabled 
Treat them equal, achieve their potential 

M
r Chau is a director of a company 
engaged in the import and export 
of paper products and handbags. 

The Company's office is situated in Central 
and its factory is in Kwai Chung. Mr Chau 
has been providing people with a disability 
a lot of job opportunities for more than 10 
years. He shares with us his precious 
experience and views in employing people 
with a disability as follows : 

Q: Mr Chau, when did you start to 
employ people with a disability? 

A: About 10 years ago, my friends in the 
Church and teachers of special schools 
recommended some disabled graduates of 
excellent academic performance to me. As I 
always believed that the working abilities of 
people with a disability were the same as that 
of able persons, I engaged two disabled 
graduates to perform simple clerical duties in 
my Company. On employment, I found that 
they valued their jobs very much. They did 
their utmost in carrying out their duties at all 
times. They very often displayed better 
performance than their able-bodied 
counterparts. Later, the Selective Placement 
Division of the Labour Department referred 
another two registrants with hearing impairment 
to work as office assistant and accounts clerk in 
my Company. They are still working here and 
their performance is satisfactory. 

Q: Do you think there are advantages 
for employers to employ people with a 
disability? 

A: Since it is more difficult for them to 
find jobs, they often value their jobs more 
and demonstrate great loyalty to the 
company. Their turnover is also lower. They 
are keen to learn new things and used to 
work with concentration. These qualities 
are very attractive to employers. 

Q: In your opinion, what kinds of jobs 
are especially suitable for people with a 
disability? What are the promotion prospects 
for them? 

A: They should be given the opportunities 
to try if the work is within their capabilities. 
As for those hearing impaired staff who lack 
working experience, the Company wi 11 assign 
some repetitive duties to them, such as 
handling complicated import and export 
declaration procedures and inputting data, as 
they can concentrate more easily on their 
work. However, it does not mean that they 
are confined to these duties. The Company 
also provides them with many training and 
promotion opportunities. For example, the 
hearing impaired office assistant of our 
Company is very interested in computer. On 

knowing this, the Company allows him to 
practise computer operation in the office 
when he has finished his required duties. He 
even stays behind in the office on his own to 
continue the practice. I believe that this will 
provide more promotion opportunities for the 
disabled staff and the vacated post of the 
promoted staff can be opened to other people 
with a disability. Isn't it a good arrangement? 

Q: Can you share with us  your 
experience in getting along with the disabled 
employees? 

A: I always treat all staff in the same way. 
I believe that people with a disability are just 
the same as able persons in all aspects expect 
that they have disabilities. I often encourage 
all my staff to participate in recreational 
activities after work. For instance, the 
disabled employees had been invited by 
other colleagues to attend concerts. 
Although they cannot hear the live music in 
the concert, they can feel the atmosphere 
there. Through participating in normal social 
activities as able persons do, harmonious 
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Mr Chau, Managing Director of Hablo 
Company Ltd. and one of the hearing 
impaired employees, Miss Cheung. 
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relationship among all staff can be promoted. 
Q: Many employers are still doubtful of 

employing people with a disability. Do you 
have any suggestions for them? 

A: I believe that should try to overcome 
their psychological barrier. I still remember 
the first time when I encounter the spastics, 
I had and impression that they were unable 
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ROUND TABLE/DISABLED 

China policy changes 
affect processing trade 
Eddy Li gives a warning 

E
ddy Li, President of the China & Hong 
K o n g  E c o n o m i c  a n d  T r a d e  
Association, shared at a Chamber 

round table lunch on September 3 his 
thoughts on problems faced by Hong Kong 
investors in China, particularly Guangdong 
Province, caused by a series of changes in 
China policy. 

He said Mainland policy changes are 
p u t t i n g  p r e s s u r e  o n  H o n g  K o n g  
manufacturers who moved their processing 
operations to the Pearl River Delta. 

He advised such firms map out up
market contingency plans to cope with the 
accelerating adjustments being made to 
original policies covering foreign-funded 
enterprises operating in China. 

Eddy Li said the changes in policy were 
part of China's plan to phase out preferential 
policies to induce foreign businessmen to 
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to perform any kind of work. But afterwards, 
I found that it was not too difficult for them 
to move around as imagined. If we are 
willing to devote some time and patience to 
understand and explore the strengths of 
people with a disability, assign suitable jobs 
and provide a healthy working environment 
for them, we would find that their working 
abilities are no different from those of the 
able-bodied counterparts. 

Moreover, I would like to suggest that 
employers who have not yet employed any 
people with a disability should just give it a 
try. They will certainly get unexpected 
rewards. ■

38 The Bulletin October 1 996 

invest and now to change the industry mix. 

Packaging 
For example, one change by the Ministry of 
Foreign Trade and Economic Cooperation 
in June meant all packaging processing joint 
ventures had to export their semi-processed 
products.to Hong Kong before selling them 
on the Mainland. 

This was designed to stop these industrial 
investors selling semi-processed products 
directly in China to avoid the value-added 
tax of 17% and sales tax of 23%. 

Eddy Li said to survive, Hong Kong 
manufacturers should think of ways to 
improve their product-mix and upgrade 
technological and management levels, 
instead of continuing to rely on labour
intensive manufacturing. 

Only then could Hong Kong's export-
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oriented processing trade continue its 
development. 

Taiwan 
Eddy Li said it was only a matter of time 
before China and Taiwan had direct 
transport communication. In the short-term 
it wou Id not affect much Hong Kong's 
economy. The freight-forwarding business 
is near saturation now. 

But long-term direct communication 
will have greater implications. Cross-strait 
communication, with Fujian Province 
would turn into a base for Taiwan 
processing trade. 

Cheap wages and land costs in Fujian, 
combined with the quality and technological 
level of Taiwan's processing trade, would 
put Hong Kong's investors in the processing 
trade under pressure. ■
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Mr Chau said, "hearing impaired employees, like 
Miss Cheung, contributed much to the Company." 
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US STAFFERS VISIT 

Legislative Councillor Henry Tang and John Luddy II. (left). li5!���m��1iHJ.1� (�) 

US Origin Rules 
disagreement? 
Breakfast for US staffers 

L 
egislative Councillor Henry Tang told 
the 11 US Congressional staffers' de 
briefing breakfast on August 24, (on 

their weeks' visit to Hong Kong and 
Guangdong), that he understood the then US 
Consul General in Hong Kong had refused 
to serve on Hong Kong the new American 
origin rules for Hong Kong exports of 
garments and textiles. 

Henry Tang had been asked by John 
Luddy II - Legislative Assistant to Republican 
Senator lnhofe - who was the leader of the 
US visitors, for his general observation on 
the American diplomatic presence in the 
area, particularly Guangzhou? 

The Staffers to Congressmen, mainly 
R e p u b l i c a n s  f r o m  t h e  H o u s e  o f  
Representatives and accompanied by First 
Secretary Tony Lam of the Hong Komg 
Ec o n o m i c  a n d  T r a d e  O f f i c e  i n  
Washington, were the guests of six Hong 
Kong trade organisations that have been 

sponsoring the US staffers in batches 
twice a year, in April and August, for eight 
times. 

The host organisations are the Hong 
Kong General Chamber of Commerce, the 
Chinese General Chamber of Commerce, 
the Chinese Manufacturers' Association, the 
Federation of Hong Kong Industries, the 
Hong Kong Exporters' Association and 
Vision 2047. 

Henry Tang, a General Committee 
member of the HKGCC, who chaired the 
debriefing said, 11 1 actually think the 
Americans do a very good job in your 
diplomatic mission. Your ex-Consul 
General, Richard Mueller, did an excellent 
job in pushing the American message, while 
at the same time understanding what Hong 
Kong and China are all about. I have heard 
nothing but good things about Americans, 
stated from their efforts in China as well as 
Hong Kong. 

Political pressure 
11 1 think the problem does not come from the 
State Department. Sometimes when you 
have arguments and fights, it really comes 
from political pressure. 

"Take for example the textile argument, 
I understand the only reason that Hong Kong 
was served later than Macau is the Consul 
General refused to serve that order in Hong 
Kong. He said it was totally out of order. It 
totally violates the rules of fair trade. The 
protectionist people just wanted to do 
something and he refused to serve it. 

"That's why it was so late. They had to 
find somebody to do it. At that time he knew 
he was leaving. In a way, I must say it is 
unfortunate that the State Department 
doesn't have a bigger influence than the 
political pressure that makes the US work." 

Heng Tang added: 11 1 think that's one of 
the reasons why organisations like us in 
Hong Kong, think it is important to invite 
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people like you, so you will have firsthand 
experience of what we are like here. 

11 1 am sure everyone of you had 
impressions of China before you went in. I 
don't know whether or not China fulfilled 
those impressions or not ... I think the 
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important thing is that you see it firsthand. I 
hope by seeing it firsthand you will get a 
better impression of what China and Hong 
Kong are like, so when you have to brief 
your bosses and when you speak to your 
colleagues you can say: 'I've been there and 

The US staffers travelled to numerous briefings in Hong Kong and Guangdong. 
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this is what I saw.' 

Time-warp
11You should tell them what you liked and
didn't like. The world is so transparent now
no country can hide in a time-warp any

m o r e .  T h r o u g h
o p e n n e s s  a n d
transparency we can 
promo t e  C hin a to
reform. 

"Th e y  are  n o w  
g o i n g  t h r o u g h 
economic reforms with 
al I the woes that come 
with it. I think we 
should give them time 
to g e t  them more 
comfortable with their 
economic reforms and 
they are allowed to tidy 
up the problems that 
come with economic 
reform. I actually don't 
doubt that China will 
have to go through 
more reform on the 
political front. Rather 
than try to push them 
into a corner, I believe 
we should encourage 
them to reform, steadily 
but progressively. 11 ■



1997 CHAMBER DIARIES 

[ 1997 DESK DIARY 

Bound in black bonded leather; packed in a red 

gift box; "week-at-a-glance" format; a guide to 

major airports; maps of major cities; colour atlas 

and world time. 
Each desk diary HK$198 

Personalisation on cover 
(maximum 25 characters) 

1997 POCKET DIARY 

HK$32 

Packed in a red gift box; compact; bound in black 

bonded leather with gilt-edged pages and 

protective gold-on-brass corners; "week-at-a

glance" format. 

Each pocket diary HK$98 

Personalisation on cover 
(maximum 25 characters) 

HK$32 

----�-----------------------------------------------------------

ORDER FORM 

Fax to: 2527 9843 

The Hong Kong General Chamber of Commerce 

22/F United Centre, 95 Queensway, Hong Kong 

Attention: Miss Marina Wong (Tel 2823 1253) 

Yes, I wish to order: 

1997 DESK DIARY 

Personalisation: 

Quantity 

-----

x Unit Price 

x HK$198 HK$ 

____ x HK$32 HK$ 

I I I I I I I I I I I I I I I I I I I I I I I I I I 
(In English: Not exceeding 25 characters) 

1997 POCKET DIARY 

Personalisation: 

___ X HK$98 HK$ 

____ x HK$32 HK$ 

I I I I I I I I I I I I I I I I I I I I I I I I I I 
(In English: Not exceeding 25 characters) Total Amount :HK$ 

Company: 

Address: 

Contact Person: Telephone: 

HKGCC Membership No. Fax: 

Crossed Cheque No. . Amount of Cheque: HK$ 

Total 

----

Please return completed order with cheque made payable to: The Hong Kong General Chamber of Commerce. 
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TRANSITION 

Michael Sze, Executive Director of HKTDC j'._�g,ff!�fii&!UltYt§ffl.� 

Continuity, not change 
Michael Sze says the transition in many ways has already happened 

M 
ichael Sze says July 1, 1997 in 
Hong Kong wi 11 not mark a great 
change but will be business as 

usual, because in many ways, the transition 
has already happened. 

The Executive Director of the Trade 
Development Council, at a dinner organised 
by the Chamber's Asia and Americas 
Committees on September 18, nine months 
before the change of sovereignty, said his 
message was of continuity, not change. 

11A message of clarity - not confused, 
scattergun approach which often dominates 
reporting on the transition. 

"And finally it is a message of confidence 
- that Hong Kong people will make the
transition work because in many ways it has 
already worked ... the transition has already 
happened," he said. 

Business as usual 

"I'm convinced that though July 1, 1997. will 
be a day marking a great transition - and 
global media blitz - it will for most Hong 
Kong people, not mark a great change. For 
most people '97 will mean continuity -
business as usual. 

"And that's something we should all 
be proud of. Because business as usual 
(at this time) in Hong Kong would be 
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TRANSITION 

Andrew Yuen, Chairman of the Asia Committee 
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considered pretty unusual anywhere else 
in the world. 11 

Michael Sze said the statistics are 
impressive. In the last five years alone, here 
is what's happened: 

• Hong Kong's economy has doubled
in size. 

• Per capita income has doubled - from 
about USD12,000 to USD24,000. 

• Trade has more than doubled to top
USD360 billion. 

• Hong Kong is now the eight largest
economy in the world and the 10th largest 
trader in services. 

• And incredibly Hong Kong is the
world 1s fourth largest source for direct foreign 
investment. 

• And I can 1 t resist adding, that our
investment in the region is 30 times larger 
than those of Singapore. 

Michael Sze said: "This explosion of 
growth really started 1 7 years ago when 
China opened its markets and began to 
experiment with reform: 

• The opening marked the beginning of 
a remarkable transformation for Hong Kong. 
A lot of manufacturing moved across the 
border and Hong Kong went from being a 
low-end manufacturing centre to a high end 
services centre. 

• Hong Kong's expansion into Southern 
China fuelled spectacular growth there, too. 

• Now the economies of Hong Kong
and China are strongly linked. 

• More than half of China's trade comes 
from Hong Kong. 

• One third of China's foreign exchange 
comes from Hong Kong. 

• Sixty percent of China 1 s foreign
investment comes through Hong Kong. 

17 years 
11ln terms of transition to Chinese soveignty, 
the economic bedrock of the transition is 
now 17 years de�p. For all intents and 
purposes, the economic transition has 
happened. 

'
1 And so my first  message is that 

'continuity' best describes what will happen 
after '97. More of the same. More of what 
begun 17 years ago. The economic ties are 
too deep. The success too, stunning to turn 
away. The future is now. 

1'Today the message that things will 
continue as strong as ever can be put forward 
with clarity - because of one major thing: 
The fundamentals which have to be in place 
to ensure the continuity of success - are in 
place. 

"Both the economic and political 
fundamentals which constitute Hong Kong's 
system - have been guaranteed. On the 
economic front they include: 

The Link 

• A stable currency which will continue 
to be linked to the US dollar after 1997. 



• No foreign exchange controls. 
• Low tax rates. 
• A level playing field for business - a

free port, free trade policies and I ittle 
government intervention in the economy. 

11On the political front: 
• Hong Kong will keep its own customs 

and immigration systems. 
• No taxes will be paid to China. 
• Hong Kong will be run by the Chief 

Executive of the SAR based in Hong Kong. 
• Hong Kong 1 s judicial system will

remain based on British Common Law and 
the Court of Final Appeal will be in Hong 
Kong, not Beijing. 

11 ln addition, Hong Kong will also retain 
membership in organisations like the World 
Trade Organisation and APEC and remain 
an independent party to hundreds of 
international agreements and treaties.11 

Confidence 

Michael Sze concluded with a word on 
11Confidence11 which he described as the 
11Enduring strength of Hong Kong. 11 

He said: 11When I spoke earlier on the 
track record of Hong Kong, I talked only 
of the time between 1979 and today. 
There is even more proof of confidence if 
we look back to the past and ahead to the 
future. 

11 lt has become something of a cliche 
to a l w a y s  ment ion  poor  old Lord 
Palmerston and his comment about Hong 
Kong being a barren rock not fit for 
anything. He would have been a disaster 
at Happy Valley. 

11 But  i t  does  p a y  d i v i de n d s  to 
occasionally sit back and look at  what we 
have wrought here. Blessed with only a 
natural harbour and a central geographical 

location, Hong Kong people have indeed 
created an economic miracle. 

Physical proof 
11What is perhaps even more remarkable 
is that in the face of a constant roller 
c o a s t e r  of  e m o t i o n  a n d  p o l i t i c a l  
controversy since 1982, Hong Kong has 
simply pressed on. The statistics about 
doubling the size of our economy in the 
last five years are intellectual proof of 
growth and confidence. But the physical 
proof you can see by just looking around 
you: 

• A new airport. 
• An expanded container port and a

new river trade terminal. 
• A new railway line, linking Hong Kong 

with China. 
• A massive extension to Hong Kong1s

Convention and Exhibition Centre. 
• A third cross harbour tunnel.

11A this activity merely underlines and
underpins Hong Kong's emerging status in 
Asia.11 

Michael Sze said Hong Kong is: 
• As the business hub of Asia it is the 

Asian headquarters for almost 800 
multi nations and 85 of the world's top banks. 

• As the service centre for the boom
in infrastructural development taking place 
all across Asia: We have unparalleled 
expertise in architecture, legal services, 
finance and joint ventures to service those 
projects. 

• Hong Kong as the fourth largest source 
of foreign direct investment in the world: It 
is the investment leader in most of Asia/ 
Pacific region, the leading investor in 
ASEAN and in APEC. 

•H o n g  K o n g ,  a s  t h e

Robert Dorfman, chairman of the Americas Committee presents a memento to Mr Michael Sze. 
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TRANSITION 

telecommunications bub of Asia: the biggest 
media centre with the largest teleport proving 
transmitting and receiving services. 

• As a massive transportation hub with 
the world's largest port and soon to be one 
of the biggest airports. 

He said the point of all this is to note 
that the confidence we feel for Hong Kong's 
future underlined by a tremendous amount 
of activity, planning, competitive strengths, 
future projects and money. It is not just 
wishful thinking. 

Michael Sze said: 11 l 1ve really told you 
nothing new. Except that I think it is crucially 
important how we go about 1selling 1 Hong 
Kong to the unconverted. 

11Continuity is re-assuring and realistic. 
It takes the edge off '97 by suggesting 
accurately that in a large part the economic 
transition has already taken place. It is 
working well and is now irreversible. 

11Clarity is important because too often 
the clear and powerful plans agreed about 
Hong Kong's post 197 get overshadowed by 
the reporting on all the disagreements and 
controversy. 

11Confidence that is founded on the 
overwhelming fact of Hong Kong's present 
and future strength in the region is  
persuasive.11 
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Make It R ght, Go W th Us 

CHOOSING 

the wrong body 

FOR 1SO-9000 

CAN BE REALLY 

worse. 
Nowadays everybody talk about Quality 

Management System . A good partner can 

help you acheive this in the most simple & 

most effective way. 

Alliance Technical Services Limited 

specializes in Quality Management, and can 

offer you a full range of quality-related 

services:-

• ISO 9000 & QS 9000 Consultancy

• ISO 14000 Consultancy 

• Training

• CE Marking Consultancy

• Reliability Engineering Consultancy

• Product Inspection

• Product Testing Consultancy

Our qualified consultants are internationally 

recognized ISO 9000 Lead Auditors, with 

years of practical experience in quality 

management for different industrial and 

servicing sectors, inclu_ding but not limiting to 

Electronics, Forwarding, Manufacturing, 

Banking and Trading. 

Moreover, we are the first consultancy firm to 

be certified to the European and Chinese 

ISO 9001 Standard. 
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ltii 
ALLIANCE

TECHNICAL 

SERVICES LTD. 

Room 709, 7th Floor, Telford House, 16 Wang Hoi Road, 

Kowloon Bay, Kowloon, Hong Kong: 

Tel: (8521 2331 8636 Fax: (852) 2331 8609 

email address: ats @ glink. net. hk 

http://www. glink. net. hk/ ... ats 



ISO 9000 FEATURE 

ALLIANCE 

TECHNICA 

SERVICES 

Jimmy Pang(left), Chen Teye(right), Vice Commissioner of Shenzhen Import & Export Commodity Inspection Bureau of the People's Republic of China. 
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Basic item 
Contributed by Alliance Technical Services Ltd 

L 
ately, companies all over the world 
happen to be interested in the ISO 
9000 series, which has already been 

adopted by many companies and created 
numerous fresh job opportunities for some 
on one hand, while on the other hand 
depriving others. 

The first time we heard of ISO 9000 was, 
in fact, six to seven years ago. The first time 
I ever came across it was in 1989. At that 
time, only manufacturing companies with 
an international background would come to 
mention the series which was nothing more 
than a set mode of management system. It 
is up to the user to actualize the series. The 
outcome would then be evaluated before the 
issue of ISO 9000 certificate. Many 
companies would think of acquiring an ISO 
certificate as a means of earning for 
themselves a quality management system or 
a reputation that would eventually lead to 
the reduction of cost and enhancement of 
competitiveness. 

AS the government began to attach 
importance to the system, the construction 
sector was the first to pick up the trend, with 
the financial sector, the service sector and 
others following suit. They all adopt this very 
same management system ih their own 
business. But the point is, how many 
companies indeed have their internal 
operation improved and efficiency increased 
through the adoption of ISO 9000? I am 

sure that over 50% of the answer is negative, 
for the adaptation of the system would mean 
tomes of documents and problems awaiting 
to be handled. Strictly speaking, it is believed 
that operation would be much smoother 
without the system. For one thing, where 
do you think a sample system could lead 
you to? And of course if all people want to 
get out of an ISO 9000 certificate is nothing 
more than fame, then that's the end of the 
spirit of promoting ISO 9000. 

The question of whether it is necessary 
for companies to introduce ISO 9000, 
thrown up by many, should now be put 
aside? It is high time for us to think over 
whether we should do something to improve 
ourselves. In fact, no matter is it ISO 9000 
series, Re-engineering, Total Qua I ity 
Management, or any other quality control 
tools, the point is how we utilize it to achieve 
our own ends. For instance, a manager of a 
big organization would certainly feel out of 
place in a shanty toy factory. 

However, the adoption of ISO 9000 
series is a must to large scale organizations. 
The reason why is that products such as 
medical products, pressurized containers, 
machinery etc. belong to the so-called 
'confined' category, have much to do with 
users' personal safety as well as social 
responsibility. It is based on the legal 
stipulation that ISO 9000, and in addition, 
the EN 46000 series, shall be applied in 

monitoring the production of medical 
products. As a matter of fact, Hong Kong 
should need quality management systems 
in addition to ISO 9000 so as to secure the 
best quality products. But surely that leaves 
us in doubt as to whether there's any Hong 
Kong or Southeast Asian companies which 
can effectively implement the ISO 9000 and 
EN 46000 series? 

In these two years, there has been news 
reporting on the application of ISO 9000 in 
the service industry. It should be reminded 
that ISO 9000 is a series created with the 
manufacturing process of a product in a 
factory setting in mind. Although ISO 
9004(part 3) does specifically mention how 
to apply ISO 9000 to the service industry, 
people in the sector would undoubtedly find 
themselves struggling strenuously with the 
system. In Hong Kong the smooth operation 
of the industry depends very much on the 
support from the government and private 
consultancies. Now, with the emergence 
of various management systems, it leaves us 
to find out how achievements on the service 
industries and public utilities could be 
weighed upon by ISO 9000. 

In fact, it is only until recently that we 
started to hear more about the word 'quality'. 
Social evolution and the rising educational 
level among the populace work to push up 
people's expectations on living standards 
and hence, the demand for 'quality'. ISO 
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9000 only offers a basis, and it is up to us to 
keep on improving our product, as well as 
service quantity and quality. Besides 
inducing quality management systems, the 
most important of all is basic education. In 
service industry, it would be of no avail to 
produce stacks of documents or waste time 
on copying exactly the same system being 
used by another company just to obtain a 
certificate. To deduce one's own ways of 
improving management skills is something 
much more than blindly adopting the ISO 
9000 series. ■
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WE DON'T SELL TOYS AND PREMIUMS -
WE MANUFACTURE THEM. 

We are custom manufacturers of high quality toy and 
promotional products for the last 34 years. Our customers 
are promotion companies and agents who require a reliable 
manufacturer that can keep their designs confidential and 
ship high quality products on time at a competitive price. 

Our manufacturing facilities are over 700,000 square feet and 
we have over 5,000 employees. Our production capabilities 
include injection molding, rotation molding and resin casting. 

If you are looking for manufacturer for your product who 
specialises in manufacturing then give us call and let us tell 
you what we can do for you. 

R ,� 
Certificate No.:FM32414 Certificate No.: CC402 

For more information of our company, please conlact 
http://www. tdc. hk 

6/FI., VALIANT INDUSTRIAL CENTRE, 
2-12 AU PUI WAN STREET, F O  TAN, SHATIN, HONG KONG. 

P HONE NO. (852) 2605 6058 ( 16 LINES) FAX NO. (852) 2691 1403 
EMAIL 100452.732@ COMPUSERV E. COM 
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ISO 9000 FEATURE 

China Paint 
Proof of international standard and first on the Mainland 

T
sui Tsing-tong, chairman of China 
Paint, says in his last company report 
on the company's 60th anniversary 

that quality and service are two of its major 
emphases. 

C h i n a  P a i n t  p i o n e e r e d  p a i n t  
manufacture in Mongkok and now has a big 
factory in Shenzhen. 

Pursuit  of quality and service as 
emphasised on its anniversary has led to it 
acquiring an ISO 9001 Certificate in August, 
1996. Just as it was the pioneer paint 
manufacturer in Hong Kong, it was the first 
paint manufacturer on the Mainland to win 
the coverted ISO 9001 Certificate in design, 
development, manufacture, sales and service 
of paints and solvent products. 

Tan Ooi Lee, senior manager in the 
Accounts Department, says China Paint has 
the largest market share of paint products in 
Hong Kong and because of its long service 
to the community is a household word with 
Hong Kong consumers. The well-known 
brand names of its products are Flower. 
Giraffe, Denis and Toy. 

Quality management 
He says China Paint's objectives in acquiring 
ISO 9001 international status were to obtain 
a higher level of quality management and 
thus to improve the competitiveness of its 
products and improve the image of its brand 
names. Its products are now at standards that 
are world level because ISO 9001 is 
internationally recognised. 

11Of course, China Paint wants to increase 
its sales on the Mainland. By obtaining the 
Certificate we can prove to potential 
Mainland clients that our products are of 
highest internationally recognised quality," 
he says. 

Tan Ooi Lee says the ISO 9001 system 
is able to reduce China Paint's inspection 
costs, reduce returns (because colour is not 

China Paint's factory in Shenzhen. 
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Key staff display the ISO 9001 Certificate. 

matching), transportation of those returns 
and compensation. 

11lt means we can improve in this way our 
product competitiveness. By getting ISO 9001 
we get a permit to go to the international 
market. It improves our company image and 
improves the reputation of our brand names.11 

BSI and HKPC 
Q. How long did it take China Paint to 

get the ISO 9007 Certificate? 
Tan Ooi Lee: 11Our initial decision to get 

the Certificate was in July, 1995. We engaged 
the Hong Kong Productivity Centre as 
consultant. The Centre set a plan for us of a 
period of one year. According to the plan we 
were to be ready for assessment by July 1996. 

11We set up  a Document Writing 
Committee that had meetings 34 times. A 
Steering Committee that met five times. We 
had 12 Departmental Committee meetings. 
A Management Review was conducted 
twice. Then we had a big campaign for the 
whole factory three times. There was a series 
of quality awareness training for the staff. 
Each of our 14 departments had internal 
meetings. It was a lot of work. 

Q. Who gave you the certificate?
Tan Ooi Lee: 11The British Standards

Institute (BSI). We chose BSI because we 
believed it could give us the leading edge. 
BSI was the first organisation to publish the 
quality standard. We chose ISO 9001 
because it had the widest-ranging scope that 
covered all our work. 

Continuous improvement 
11The system is designed for continuous 

improvement. And the system is as good as 
someone can be from an impartial position 
auditing you. The system encourages team 
work. It encourages better use of time and 
resources. It ensures fewer errors, cost 
savings and less wastage. It gives customer 
convenience and confidence. 11 

Tan Ooi Lee asks where does China Paint 
go from here? 

He says customers' needs will change. 
The system provides for a continuous update 
because your manufacturing process will 
also change. Your product will change. The 
update is done by self-audit. The ISO 9001 
requires an internal audit team and 
continuous advancement in training of staff. 

He says ISO 9001 says quality is the 
responsibility of everyone in the organisation 
from the person who receives the order. If 
the order is received wrongly then the 
customer's order is not met. If someone 
packs the wrong colour paint then the goods 
received will be returned. 

11You need commitment from top level 
management down to every member of 
the staff," he says. ■ 

One of China Paint's popular products 



NETHERLANDS SPECIAL FEATURE 

HK-EU Economic 
Agreement idea 
Will we have a written one like Macau? 

W
illChina allow HongKong to sign 
a written economic agreement 
with the European Union, similar 

to Macau, as proposed as an idea by Sir Leon 
Brittan when he addressed the General 
Chamber of Commerce at the end of last 
May? 

Chris Sanders, Netherlands Consul 
General in Hong Kong, raised the question 
in his annual interview with The Bulletin. 

He says Governor Chris Patten discussed 
the idea in Brussels last July and he thinks it 
is up to Britain to propose it to the Joint 
Liaison Group as Britain is the most directly 
involved EU member nation. 

It is not for Chris Sanders to propose it to 
Beijing as chairman ( deputising for Ireland) 
of the EU Consuls' Committee in Hong 
Kong. 

But first Chris Sanders discusses 
Netherlands trade with Hong Kong, the 
continued confidence the Dutch business 
community is showing in the transition and 
how something should be done about 
disseminating more information on the 
agreed facts about the transition to people 
abroad. 

He says the Netherlands and Hong Kong 
have recorded about 20% increase in trade, 
in value both ways, in the past 12 months. 
And he believes he has seen undiminished 
confidence within the Dutch business 
community in their future here. 

t-h �-��w
.
m�ntlF�-� , i1uucM�ru

T �� � ti � ? 1ft 1.!UD. fi ± Jt '.I.' 1P- nf :zls:

�sJ=l��*•�•�e�m�mfflM 
H! 

ffiMMmSffi$*d±ft*�*��M 
a�z;H,UiJfPJ-F"5@: 0 

�m,m••�•�7J=lft�•••� 
-��$ 0 $�±��,����¾�M� 
fi,M�-��-�}E�����-�WM 
1Ml=l.mili 0 

*�±��,����Mffi$�S•w

Chris Sanders ¥31±

"That's not propaganda, that's true, 11 he 
adds. 

More companies 
He says he has also seen an increase in the 
number of Netherl ands companies  
beginning here in the last year - both big 
and smaller companies. 

''Their main operation is in Shenzhen 
but, of course, they have offices here. It is 
the usual structure. They start here and 
then their manufacturing is set up in China. 
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But their office remains here to a large 
extent. 

"Of course, other companies, like Philips, 
have made a reshuffle. They still have an 
important office here but they now have a 
regional office in Singapore and another 
main office in Shanghai for their enormous 
China operations. 

"Each individual company makes its own 
decisions. But not really with a decrease of 
physical presence in Hong Kong. Business 
itself is growing. 

11 Ph i I i  ps have opened a Centre of  
Excellence at  the Hong Kong University of 
Science and Technology with a permanent 
establishment for optical electronics to 
build big  microscopes for medical  
purposes. The cooperative move with the 
University is Philips technology base for 
the Asian region. 

"Our Dutch Business Association is 
associated with the General Chamber of 
Commerce, of course." 

Ignorance abroad 
Chris Sanders says he recently returned 
from his holidays during which he 
attended in The H ague the annual 
conference of Netherlands Chiefs of 
Mission worldwide. 

Though he has only been in Hong Kong 
a year, he says he was struck by the 
ignorance in his country about the agreed 

£��� 
*�'�mv��ma0m•§��-�
:to , �*tJitls� , ���1J\�� 0 

rm�0ms�±�!Ut!t!!.1���:Y11 , fg
#�ftm��••*,m¾mfi���• 
A O 1m1rmwm�,:�¥rfil, ft�ilt&JJEt
£a 

r�rt , ���011uurri�t;it:1m0RJ1ttf:lt#l 
-��&� 0 ��fil�*Mft¥i�±�M$

The Bulletin October 1 996 51



NETHERLANDS 

facts in the transition which everybody is 
aware of in Hong Kong. 

11Simple things like the fact that the Hong 
Kong currency wi 11 continue as it is; that there 
will be separate passports, etc. These are 
something people are not aware of in my 
country. I got questions like whether the 
Dutch Consulate is going to stay in Hong 
Kong? 

11These very evident things, people are 
not aware of. So, I think, more should be 
done in terms of disseminat ion of 
information about the future of Hong Kong. 
What will happen politically is a different 
thing. That's hard to predict. But there are 
certain very tangible things which everybody 
knows have been agreed and it will be like 
that. 

11But most people in my country think 
Hong Kong will just be part of China - like 
any other part of China. 11 

EU 

Chris Sanders says for the next year and a 
half he will have the function of chairing 
the several European Union nations' 
consular committee in Hong Kong. 

He explains the EU presidency is now 
with Ireland which has no consulate in Hong 
Kong. It has been decided in Brussels that 
where Ireland has no consulate abroad, the 
Dutch will deputise for them. 

Then, for the first half of 1997, the 
Dutch will have the chairmanship of the 
EU themselves. So he will continue to chair 
the EU consuls in Hong Kong. And he will 
act for Luxembourg for the second half of 
1997. The Netherlands has an agreement 
with Luxembourg to always deputise for 
them where Luxembourg is not represented 
itself. 

He says: 11lt is an interesting question 
whether the EU has a role to fulfil as regards 
the future of Hong Kong. Of course, now it 
is a special situation. Hong Kong is now the 
territory of an EU member nation, the United 
Kingdom. 

11The EU normally says if you want us, as 
the EU, to take action or make statements 
on behalf of the future of Hongkong, then 
the British, as an EU member state, should 
propose so. 

11Sir Leon Brittan, Vice President of the 
EU and responsible for Hong Kong, was here 
at the end of May. What he proposed at that 
time was an agreement between Hong Kong 
and the European Union comparable with 
what the EU has with Macau. 

11Macau has a written agreement with 
the EU on economic cooperation, things 
like protection of investments. It is a formula 
that the EU has with many other countries. 
The basic idea is that as economically Hong 
Kong wi II have its own international 
network - a member of the World Trade 
Organisation, a member of APEC- it should 
also be possible for Hong Kong to conclude 
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its own economic agreements with other 
trade partners in the world including the 
EU. 11 

11That was the idea Sir Leon Brittan tabled. 

Involve China 

11From the perspective of the EU, we think it 
would be possible. But for Hong Kong it 
would have to involve China. At least, the 
Chinese would have to approve such an 
idea. 

11There may be no time to do that before 
the first of July next year. And, even if that 
would be.possible, we could not do it 
without the consent of the Chinese - like all 
the things that are now presently covered 
by the Joint Liaison Group (JLG). 

11lt would have to pass through that body 
and that body is not working very quickly. 
The proposed agreement has not yet been 
tabled. Not that I'm aware of. It is still just 
an idea. 

11You know the Governor went to 
Brussels  at the beginning of July .  
Undoubtedly that idea was discussed. 

11Well, I think it is up to the British to 
take action here. 

11lf somebody wants the EU to take an 
active part in the future of Hong Kong, it is 
up to the British to take the initiative as the 
member of the European Union that is most 
directly interested. 

Britain 

11
1 do not think that my country, nor France, 

nor Germany, will be the ones that will go 
to China and say you should do this or that 
with Hong Kong. We are not in that position. 
Britain has the most direct vested interests 
in this territory. So it is up to them to take 
the initiative. I'm am sure if these proposals 
are well made, the rest of the EU nations 
will be happy to follow. 

11We ( Holland) are, with the British, the 
most free European marketeers. Within 
Europe we are the most open and outward 
looking economy, together with the British, 
I would say, because we have to. We have 
the gateway function and the infrastructure. 
Some 80% of our economy is dependent 
on foreign trade. 

Q. Can you tell me more?
Chris Sanders says: 11lt is not up to me as 

a chairman of the EU locally. I cannot tell 
you more than I did. Governor Patten went 
to Brusells and of course the idea was 
discussed there as an idea. There is no formal 
proposal at the moment. 

11 But I think it is mainly whether the 
Chinese would allow such a thing to happen. 
Whether to initiate it before July 1, 1997, or 
after? But there is a precedent as I have said. 
The agreement with Macau is there, a joint 
committee is working - convening once of 
twice a year, I don't exactly know how often 
- which is, of course, important for the
Chinese.11 ■
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EDI / NETHERLANDS 

Strategic alliance 
HKPC and Tradelink join forces to promote electronic commerce 

T
he Hong Kong Productivity Council 
(HKPC) and Tradelink Electronic 
Document Services Ltd, announced 

on September 4 the formation of a strategic 
alliance to combine their expertise and 
resources to help Hong Kong businesses 
understand, implement and maximize the 
benefits of electronic commerce. 

Among the areas to be covered are 
electronic data interchange (EDI) awareness 
programmes and joint training courses, in 
both multimedia and conventional formats; 
seminars; exhibitions; and software quality 
testing. The two organisations will also 
explore the potential for establishing 
interconnections between electronic 
commerce services in Hong Kong and the 
PRC. 

Trade I ink, a private company in 
which the Hong Kong Government has a 
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48 per cent shareholding, has been 
appointed to provide an 'electronic 
gateway' to Government through which 
Hong Kong traders and manufacturers can 
submit  c o m m only  u s e d  s t a t u t o r y  
documents, such as textile export licence 
applications, trade declarations and 
certificates.of origins electronically. The 
company's first service will be launched 
in January 1997. 

By making use of Tradelink's facility, 
local businesses will be able to save time 
and money in preparing and sending their 
trade documents, and thus improve their 
efficiency, productivity and competitiveness 
in international markets - an objective that 
is shared by the Hong Kong Productivity 
Council. 

"The HKPC's mission is to promote 
productivity excellence in Hong Kong 
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through the use of integrated services and 
technology, and we see electronic 
commerce as playing a very important role 
in this, "explained Mr S K Chan, Executive 
Director of HKPC. 

Higher productivity 
"According to the Service Sector Support 
and Promotion Addendum of the 1996-97 
Budget, the Hong Kong Government 
recognised that the key to achieve higher 
productivity in the service sector is through 
innovation and in particular, the use of 
electronic commerce and data interchange 
in conjunction with interested bodies such 
as Tradelink,  the HKPC and other 
information technology associations was 
emphasized. The co-operation between 
HKPC and Tradelink is in line with HKPC's 
strategy to strengthen its capabi I ities 
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through partnership and alliance with 
other organizations and supports the 
government policy to promote information 
t e c h n o l o g y  f o r  t h e  p r o d u c t i v i t y 
enhancement of companies," Mr Chan 
said. 

Up to now the use of electronic 
commerce in Hong Kong has been limited 
by the fact that most Government documents 
sti II have to be submitted on paper. 
Tradelink 1 s service will change that, and 
provide a real opportunity for local 
businesses to enhance their productivity. 

11HKPC's strong track record in promoting 
new business practices and technology, its 
first class training facilities and its close links 
with local trade associations make it an ideal 
bus i n e s s pa r t  n er for Trade I in k ,U the 
company's Chief Executive Officer, Mr Justin 
Yue, pointed out. "The more-and sooner -
that local companies can be encouraged to 
adopt electronic commerce, the greater will 

r��n����ff&¾���•m�,g-ttffi 

�Wffi•��%m���n•ft�fflm•r 

1U.JJH1:E�1too�fir:p{5�-1t�feE!,gr, 0 J 

m:��1£.:b 
�:P�:t�l:B : r1:t�1' 1996/97 4ffiJt;tilifflUf 

����&ms�&fi•ffl#,%m�moo 

����Wffifi-�ffh�N-•¾��� 

�h•ft�n�•rM*ttffi�•ffl•LlR 

Wt�N#UIJrnH�W, ��h�tit,mj&�1fil 

Wffl�tt■mzoo�•--• 0 ��h�m 

,mjftjy�Wm�•■ •��,g-7�ttt�W� 

w��--m��#R�MNffi•Ll�-

h�-�,��-T�M�mm�m��tt 

31{t��¾*��h sf.Jist* 0 

�lj §fi11.&1r., •r11::MH1:E%¥isf.J�Rfi 

!J'.��� , ��mi:��::kif�:5J'"�mx1+fJYMffl*� 

its efficiency benefit for everyone. HKPC is 
well placed to help Tradelink achieve its goal 
of attracting more than 50,000 users in the 
next three years. 11 • ., 

Initial activities 

Initial activities to be covered by the strategic 
alliance are: 

• A programme of seminars and other 
educational activities to highlight the use and 
benefits of electronic trading, including the 
development of computer-based awareness 
and training programmes on EDI; 

• Joint.training courses on the use of 
specific Tradelink services, with an initial 
focus on companies in the garment and 
textile trade; 

• The inclusion of a special 1 Electronic 
Commerce Pavilion 1 at HKPCs 1996 
Software Exhibition to be held from 4-7 
December at the Hong Kong Convention 
and Exhibition Centre featuring products and 
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services from a wide range of local and 
international vendors. 

• Testing and evaluation of EDI
software products by HKPC as part of 
Tradelink 1 s Software Quality Assurance 
programme. This will help companies 
who adopt electronic commerce t o  
s e l e c t  p r o d u c t s  t h a t  h a v e  b e e n  
independently certified as being suitable 
for submitting data to Tradelink in the 
required format. 

"There are so many areas where 
Tradelink and HKPC share a common goal 
that we see today's announcement as being 
just the beginning of a long and fruitful 
relationship.11 Mr Yue commented. Between 
us, we believe that we can make a significant 
contribution to increasing the productivity 
of Hong Kong business, and helping them 
to keep one step ahead in the global trading 
environment that is becoming ever more 
competitive. ■
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••• VANTAGE PROPERTIES & MANAGEMENT CO.
_,._ 

NAEA 
ESTATE AGENTS 

As a member of National Association of Estate Agent, we provide: 

• Mortgage Service: First year mortgage rate 1.58%
• Arrange remortgage of existing property to first year mortgage rate 1. 99%
• Letting and Management
• New developments in Central London and properties around

Swiss Cottage & St. Johnswood Area
� GROUND 

� ,o �,
v

�� HOTLINE: 2832 2075 

London Office: 1st Floor National House, 60-66 Wardour Street, London Wl V 3HP 
Tel: 0171 437 5077 • Fax: 0171 437 5099 

Hong Kong Office: Room 1203, 12th Floor, Cameron Commercial Centre, 456-468 Hennessy Road, Hong Kong 
Tel: ( 852) 2832 2075 • Fax: ( 852) 2573 4361 
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The Hong Kong Standards & Testing Centre Limited helps Your Company establish quality 
system. A series of FREE of charge services can be provided, including 

• An initial meeting with our consultants to see what we can serve you
• An in i ti a I estimate of the ope rat i o·n of your offices and/or factories
• Submit a proposal of the quality management systems & quality improvement programs

Please feel free to contact us. We are ready to help you step-by-step through a successful 
implementation of ISO 9000 quality system! 
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THE HONG KONG STANDARDS AND TESTING CENTRE LTD. 

10 Dai Wang Street, Taipo Industrial Estate, N.T., Hong Kong 

Tel: (852)2667 0021 Fax: (852)2664 4353 

E-mail: hkstc@laboratory.org.hk 

Home Page: www.asiaonline.net/hkstc




