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EDITORIAL 

Back seat is no place for 
business to ride 

T
he Hong Kong General Chamber of Commerce has 
consistently welcomed the Governor, Mr Christopher 
Patten's commitment to a stable and prosperous Hong 

Kong economy. 
In his two opening addresses to the Legislative Council since 

his appointment in mid-1992 and in his various public state
ments in between, Mr Patten has emphasised the need for a 
sound economy. 

His first address to the Legco in October 1992 highlighted as 
one of four key principles the economic issue. 

"We must continue to generate the economic success that 
has made Hong Kong one of the wonders of the world," Mr Pat
ten said. "Our approach to business will be on minimum inter
ference and maximum support." 

And in his second Legco opening speech last month, the 
economy was the second of five priorities he sought to set for 
the community in the year ahead. 

We must, he said, "ensure that economy remains strongly 
competitive in the international market-place and even more 
accountable to its customers." 

But that was about it. In both his major addresses to Legco, 
Mr Patten has shown himself to be far more comfortable with 
political and social issues rather than economic and business 
ones. 

It is for this reason that the Chamber has become concerned 
about the apparently low priority afforded business in Mr Pat
ten's scheme of things as far as the territory is concerned. 

The Chamber is especially concerned about the increased 
costs of doing business in the territory and what this might mean 
ultimately for Hong Kong's competitive position in the region. 

The "back seat" given to business, and the governor's over
whelmi_ng concentration on social (especially) and political is
sues, was clearly evident in his Legco speech on October 6. 

As the Chamber Chairman, Mr Paul Cheng Ming-fun, indi
cated immediately after the Governor's address, the business 
community had every reason to be disappointed with the bulk 
of the content of his remarks. 

In particular, Mr Cheng expressed concern that the Governor 
did not comment in detail on the rising costs of doing business 
in the territory. 

"We felt the address lacked balance, with the focus on politi
cal and social issues with very little said on the many important 
business issues facing the territory," Mr Cheng said. 

"We would have liked to have seen more attention paid to 
the territory's competitive position in the region, including the 
key issues of continuing high inflation, a tight labour market and 
rising property purchase and rental costs." 

By making the economy and its competitiveness one of his 
five priorities for the year ahead, the Governor paid lip-service 
to the absolutely vital role that business and economic growth 
plays in Hong Kong. 

But he then let everyone down by barely mentioning busi
.ness or the economy in the remainder of his long address. 

As Mr Cheng said "there was little in his speech to back this 
(need for economic competitiveness) up and no specific propos
als were put forward on how a better competitive environment 
might be achieved. 

"In particular, the Governor did not address our recommen
dations for a controlled increase in the land supply and an ex
pansion of the labour importation scheme," he said. 

These recommendations were delivered in a special Cham
ber letter to the Governor a month before his policy speech 
which sought some recognition from the Government that it un
derstands the competitive threats to the local economy. 

The Chamber is still hopeful that some of these matters cru
cial to the economic future of the territory will be tackled in fu
ture statements from the Financial Secretary and other policy 
secretaries. 

It has already delivered to the Government a submission on 
the 1994-95 Budget which contains some hard-hitting remarks 
on these issues and many more budgetary items besides. 

But while the Chamber was disappointed with the attention 
given business, it strongly endorses the Governor's position in 
support of the rule of law and law and order in the community, 
and his desire to combat and contain corruption. 

The Chamber also welcomes the Governor's proposals for 
improvement in social services, education, housing, better 
care of the elderly and the promotion of cultural and sporting 
activities. 

These are desirable and far-reaching initiatives which will 
contribute to a better quality of life for Hong Kong people. 

But the Chamber also believes it is essential to exercise close 
control over expenditure so that these proposals can be funded 
without increasing the percentage share of GDP accounted for 
by Government spending; that they can be funded within exist
ing taxation levels; and thatr ecurrent spending in the Govern
ment's budget continues to grow at a rate lower than the nomi
nal economic growth. 

The Chamber also welcomes the Governor's commitment to 
increased capital spending on infrastructure, including the com
mitments to road improvements, and the upgrading of transport 
and communication links with the Mainland. 

Despite the on-going impasse with China on the constitution
al package, the Chamber is encouraged that the Governor 
stressed the importance of developing the best possible relation
ship with China in all areas. 

It also welcomes his clearly expressed recognition of how vi
tal it is that Hong Kong continues to take the fullest advantage of 
the opportunities China's modernisation 
programme and open door pol i 
offers. 
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COVER/ ENVIRONMENT 

Living in a hell-hole 
Guy Clayton says solving Hong Kong environmental problems are just as 
important as solving its constitutional ones 

I
t is not enough to get Hong Kong's fu
ture right politically yet still be living 
in a hell-hole, says Guy Clayton, 

chairman of the Chamber Environment 
Committee. 

The problems of the environment are 
just as important for Hong Kong to solve 
as its debate with Beijing over its constitu
tional future, he says in a wide-ranging in
terview with The Bulletin. 

Guy Clayton says the Chamber's Envi
ronment Committee's experience has 
been that it is more productive in consul
tations with the Government to be more 
proactive than reactive to environmental 
changes that are proposed. 

The Chamber's Environmental Com
mittee therefore has restructured. 

He explains its experience: "One 
phase really stemmed from the strong feel
ing that the General Committee had and 
the Director had of a plan when the world 
and industry in particular was building up 
for the Rio Conference. 

"With its association with the Interna
tional Chamber of Commerce (ICC) that 
the Chamber felt it should be more proac
tive and that it should conduct a signatory 
campaign on the ICC Charter. 
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"And just about the same time, 
Hong Kong was getting hit by a 
new wave of potential legislation 
on the environment. The one pro
posed piece of legislation that was 
getting everybody quite worked 
up was the charging scheme for 
the chemical waste treatment fa
cility at Tsing-I Island. 

"So we were at the very begin
ning of a reactive phase: Two 
things happening: Rio, on one 
hand and ICC Charter initiative on 
the other. How should the Cham
ber react? 

"And then a particular item of legisla
tion and again how should the Chamber 
react? 

"This was a particularly interesting 
piece of legislation because, despite the 
fact, that the Governor and the Govern
ment were saying they wanted the Pol
luter-Pays principle implemented, they in 
fact came up with a proposed charging 
scheme that was an ad valorum levy on 
all chemicals. The idea t hey thought 
would be an easy way of paying for the 
facility. 

"It got not only the chemical industry 
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involved but I think 
the Chamber, too, 
because it was really 
opening the door to 
all sorts of other rev
enue-raising activi
ties that wou Id be 
against the free en
terprise, free port, 
e ntr e p r e n e u r i a l  

regime that characterised the success story 
of Hong Kong. 

"We were encouraged by the collec
tive effort we made with the Federation of 
Hong Kong Industries and the Association 
of National Chemical Manufacturers. I 
think the lobby was quite successful be
cause in the end the Government with
drew. And it has in the last three months 
come up with a Polluter-Pays charging 
scheme which was more or less in line 
with our recommendations. 

Guy Clayton says then came the Air 
Pollution Control Ordinance (Amend-
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The laboratory in the Chenical Waste Plant on 
Tsing-I Island. 
w�.Qfl::�lil#J�l!��ir.i,r!f,l� 

ment) Bill. Having put our complaints and 
gained the support of the Chamber's 
Member of the Legislative Council, it  was 
agreed that this Bill would be subject to an 
investigation by an Ad Hoe Committee of 
the Legislative Council. 

"So we got ourselves involved again in 
getting our thoughts in order and making 
presentations, suggesting how this Bill 
could be better. At the end of that period 
there was really very little in the final Bill 
which represented real change as a result 
of the consultative process and our efforts. 

"It was really very time-consuming and 
not very fruitful." 

Guy Clayton says: "Just about the same 
time as this happened we had criticism 
made public from the Director of Environ
mental Protection Department; not specif
ically focused at the Chamber, but at all 
environmental lobby groups in the various 
Federations and Chambers of Commerce 
in Hong Kong. It said that in the Depart
ment's- opinion what we were doing was 
purely reactive, nothing new coming out, 
nothing very dynamic nor helpful. 

"We bridled and there was an ex
change of letters. I really felt we had to re
organise. There were a lot of debates 
about whether we should be reactive or 
proactive. I circulated Committee mem
bers and we got some feedback as to what 
they felt we should be doing. They defi
nitely wanted to become more proactive, 
not waiting for Government but trying to 
influence Government. 

"So we have restructured ourselves into 
Issues Groups and we have appointed ls
sues Convenors for a number of areas of 
environmental concern. We have chosen 
Convenors by virtue of their job. Con
venors who are interested and involved 
and can therefore monitor what's going on. 

"So we have Convenors for Landfills, 
for Water and Sewage, for Chemical 
Waste, for Vehicle Emissions, and for Ener
gy Conservation. (See box). 

The Chemical Waste Plant and the trucks that 
collect the chemical waste. 
li�fl::�Jil�JJIEl!�:IJffi • r,9\-��Blr-J£Jl�JIHl::1$Jil#J 
J:l:lir-J1VJ. 

"The approach we are taking is that if 
the issue is one that is in the public eye 
then we should work toward coming up 
with a Chamber position paper. Something 
that would obviously be in the interests of 
Chamber members and something that is 
in Hong Kong's best long-term interests. 

"This grouping is working quite well." 
Guy Clayton says: "The important thing 

about stating a Chamber position in ad
vance is that it is so much more produc
tive. We are stating our opinion before 
Government actually announces what it is 
going to do. It's a natural thing. Govern
ments are there to govern. They feel very 
strongly about their responsibility. So when 
they come out with their consultative pa
pers in effect they have already made up 
their minds. It is very difficult to change 
their minds. And you can only change 
them at the margin if you are lucky. 

"Consultation in a way is not really 
consultation. If Government has already 
studied all the options it is, from its point 
of view, a bit too late for us to come in 
with other ideas. 

"And so, by putting down our ideas in 
advance we can check the Government's 
position against what we have said our 
position is. And if we are in agreement 
there is no conflict. It is making much 
more productive use of the time freely giv
en by members of these committees rather 
than reacting and getting upset about try
ing to change things which probably are 
very difficult to change. 

"I think this is working. On top of water 
and sewage we have now have a paper 
on vehicle emissions coming forward. We 
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have expressed our opinion on the landfill 
charging scheme. 

"It just so happens that there is a hell of 
a lot of stuff coming through at the mo
ment. I don't think we could have coped 
with it if we were just reacting. 

"We reacted to the construction dust 
problem, which is subsidiary legislation. 
There again I can see that has already 
moved from consultation through draft 
legislation and it will be presented to Leg
co I guess in the relatively near future. 

"I suspect it will be another case in 
which we are going to find we are disap
pointed. Again,that is because we didn't 
express our opinion in advance. Still, it 
would have been difficult to do that. A lot 
of the things we are anxious about with 
the amount of c nstruction that goes on in 
Hong Kong seems to be highly bureau
cratic and will require all sorts of chops 
and licences. It is none too clear how the 
law will be implemented. 

"So we are really asking questions. Isn't 
there a way that we can group certain like 
construction activities together so that you 
don't have to get a licence for every hole 
you make in the road or whatever. May be 
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we shou Id have had an Issues Convenor 
on that subject. Our fear is the legislation 
will increase the bureaucracy which will 
mean increased costs for Government and 
increased costs for industry: That is some
thing we should continually fight against. 

"There are a lot of holes in the road at 
the prsent moment associated with the 
sewage work that is going on in a number 
of different places which we have all said 
we want but don't want the personal incon
vience to ourselves while it is being done. 

Guy Clayton says: "From the very begin
ning I think we have had three principles. 

"One is that we want to contribute to
ward dialogue on environmental matters. 
That is, between Government, industry 
and the Green Movement. I think we have 
to say we are quite fortunate. The Green 
Movement in Hong Kong is conscious of 
the importance of Hong Kong's economic 
success. For them the concept of sustain
able economic development is acceptable. 
In some parts of the world the Green 
Movement is so active, it really wants to 
turn the clock back and revert to standards 
of living that may be our grandparents had. 

"Industry cannot accept that. Industry 
has to grow. It has to become more pro
ductive. The concept of sustainable devel
opment that came out of industry's re
sponse to Rio is a very important concept 
for the Chamber to get across and get its 
members to understand. 

"Environment is part of the business 
environment. People who may not be de
bating it regularly in their boardrooms. 
Certainly they are going to have to in the 
time ahead. In this respect it is right for the 
Chamber to be a little bit evangelistic and 
to remind its members and keep them 
aware that the environment is an area of 
responsibility which they must address. 

Guy Clayton says: "So those are the 
three principles. - I'm jumping around a 
bit. The principles are i) Improve dialogue. 
ii) Support for sustainable development
and the 16 Articles of the ICC Charter.
And iii) is our belief in the principle that
the Polluter Pays.

"I don't believe that anything other 
than polluter pays - which after all is re
I iance on market mechanisms - can 
bring about changed attitudes in industry. 
Here is the incentive. Industry, getting it 
right, needing to pay less, therefore be
coming more competitive. 

"This a virtuous cycle. Hopefully more 
and more manufacturers in Hong Kong 
are beginning to accept it. 

He says the second aspect of the princi
ple is that if Hong Kong does not legislate 
in such a way that it does hit people in the 
pocket, then the only alternative is to po
lice it in a very much more draconian way 
which is a little bit against the ethos here. 

"What incentive is there otherwise to 



use part of their inventiveness to become 
more competitive from an environmental 
point of view? 

"Also, if we do nothing, Hong Kong is 
going to become a place not only where 
dirty industry is accepted but it will even 
become attractive for dirty industries else
where in the world to come here. 

"We must not be out of step with the 
rest of the world," Guy Clayton says. "We 
have a very intelligent workforce. We 
have a growing number of technical grad
uates coming out of the incrasing size of 
the tertiary institutes here. We really 
should be using those young brains to go 
into new industry that would be higher
added value, cleaner and more hygienic. 

"Industries of the future, not industries 
of the past. We need to allow that evolu
tion to take place. If we say we are not go
ing to bother then you are really interfering 
with market mechanisms in that evolution. 

"I have talked at length with the Indus
try Department about this. I think they see 
my argument. But they are rather fright
ened about it. The tendency is for industry 
to say you are going to close us down. 

What are the new industries you are 
talking about? 

"Well, it need not necessarily be new 
industries. It has to be new ways of pro
ducing and it has to be supporting and giv
ing advantage to the people who are pre-

pared to invest. Newer processes are un
doubtedly less polluting than older ones. 

"My belief is the Chamber is not in as 
good a position as a single industry associ
ation. We can't act with one voice. We 
have so many different constituents within 
the Chamber. 

"One constituent which I think should 
be a permanent supporter of the work of 
the Environment Committee - but we 
haven't yet enlisted anyone from it - is 
the tourism indutry. Tourism is now Hong 
Kong's No 2 industry as a foreign currency 
earner. It is an industry that must be a net 
beneficiary from whatever we can do to 
improve the environment. 

"I do believe we can't afford to lag be
hind as far as our environment is con
cerned. Unfortunately there is some catch
ing up to be done. We believe it is right that 
we should draw to the attention of mem
bers the various activities we have been un
dertaking. I think it is also right that the 
Government should show leadership. 

"There is a temptation I think by Govern
ment to assume public opinion is static and 
is disinterested in environmental affairs. If 
you always conduct your surveys at a time 
like now, when there are doubts about the 
political construction up to and over the 
1997 handover, problems of the environ
ment are naturally not right at the top. 

"But if you are really thinking about 
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what is good for Hong Kong in the long 
run then I think environment has got to be 
one of the highest priorities. It doesn't 
worry me that it isn't there yet because 
that helps the Chamber's Environment 
Committee to remain motivated. And I 
think it is a very motivated committee at 
this stage. 

You're saying that looking in a vision
ary way on what we must do to preserve 
the environment is just as important as the 
current constitutional debates? 

Guy Clayton: "Yes, it would not be 
enough to get it right politically and be I iv-
ing in a hell hole." ■
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THE CONVENTIONAL MEETING. 

THE GOLD CoA T MEETING. 

_,,,,.--.. -------

Ho NG KONG 

With the opening of Hong Kong's only five-star beach front With the- latest in high-tech business facilities, our It's an exciting new world unto itself. Yet a mere half-

conference resort, there's never been a better-incentive to bring function rooms can handle any size meeting from 10 - hour from a city that never sleeps. So this year, why not 

the 450 room Gold Coast Hotel Conference parties and sunset c ruises to our extensive sports 

Resort has every amenity lo make your facilities and pampering European spa. And superb din-
0 C 

Aesorl and Conference Centre • Hong Kong 

next conference an extraordinary one. ing venues featuring exquisite inl<.rnational cuisine. H O N G KO N G ' S FI R ST R ES O RT 
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Controversial 
Economic 

Forecaster -
Speaker at 

Chamber Luncheon 

Lord Rees-Mogg, who will be visiting 
Hong Kong this month, will address the 
Chamber's subscription luncheon on 
Wednesday, November 24, on "How 
Hong Kong looks from Europe". 
An author of several publications, Lord 
Rees-Mogg gained his reputation as a 
controversial economic forecaster from 
two of his books co-written with James 
Dale Davidson: Blood in the Streets 
(1989) and The Great Reckoning 
(1992). Together, they have correctly 
forecast such events as the fall of the 
Berlin Wall, the break-up of the Soviet 
Union, the Wall Street and Tokyo stock 
market falls and the worldwide real 
estate crisis. 
Lord Rees-Mogg has had a distinguished 
career: Editor of the Times (1967-81); 
Vice Chairman of the BBC (1981-86); 
Chairman of the British Arts council 
(1982-89); and Chairman of the British 
Broadcasting Standards Council (1988-
93); Chairman and Proprietor of 
Pickering & Chatto (Publishers) Ltd 
(since 1983). 

1994 Desk Diary 
Global information at your 

finger tips 

The 1994 Chamber Desk Diary is a must 
for the busy jet-set executive. 
The week-at-a-glance format helps you 
plan your weeks ahead efficiently. The 
diary carries global information which 
are useful tools for your international 
business. These include international 
telephone codes to and from 108 
countries, a guide to 37 airports, maps 
of 21 cities and a world weather guide 
to 42 cities. 
At $200 a copy, it's an ideal gift for your 
business associates. Call Marina Wong 
(823 1253) now and place your order. 
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Nov1 

Nov1 

Nov1 

Nov 2 

Nov 2-1 0 

Nov 3 

Nov 3 

Nov 4 

Nov 5 

Nov 5 

Nov 5 

Nov5 

Nov6 

Nov8 

Nov8 

Nov9 

Nov9 

Nov 1 0

Nov 1 0-1 3 

Nov11 

Nov11 

Nov11 -19 

Nov 1 4-18 

Nov 1 5  

Nov16 

Nov16 

Nov 17 

Nov18 

Nov 19 

Nov2 3 

Nov2 3 

Nov 24 

Nov 24 

Nov 30-Dec 2 

Dec2 

Dec2-11 

DecB 

Dec 15 

1 0.00 am-
2.00pm 

6.45 pm 

Full day 

4.00 pm 

CHAMBER/HKTBCC: Seminar (and lunch) "Financing Trade & 
Investment: HK, Taiwan & China": Island Shangri-La Hotel (In Mandarin) 

CHAMBER: DIRECTORS' DINNER SEMINAR: " T he Possibility Thinkers", by Charles 
Donoghue, MD of Donoghue Financial Services Ltd. Hong Kong Overseas Bankers Club 

HKTBCC: Third Joint Meeting: Island Shangri-La Hotel 

CHAMBER: Environment Committee meeting 

6.30-9.45 pm CHAMBER: Customer Service Training Course 

11 .00am 

4.00 pm 

11.00am 

9.00am 

11 .00am 

4.00 pm 

4.00 pm 

9.00 am 

10.30 am 

12.30-
2.00 pm 

9.00am 

2.30 pm 

12.30 pm 

9.00 am 

9.00 am-
12.30 pm 

CHAMBER: Europe Committee Meeting 

HKCSI: Information Services Committee meeting 

CHAMBER: Meeting with Czech Minister of Trade & Industry, Vladimir Dlouhy 

CHAMBER: Delegation from Argentina: Dr Domingo Cavallo, Minister of Economy 

CHAMBER: Study Mission from the Chinese Electronic 1/E Corporation 

HKCSL Infrastructure Projects Working Group meeting 

CHAMBER: Delegation from Bradford, UK 

CHAMBER: Economic Policy Committee meeting 

CHAMBER: Delegation from Jamaica 

CHAMBER ROUNDTABLE: "How much is your 
business worth/Part I": David Hague, Price Waterhouse 

CHAMBER: Meeting with Edward Garnier, MP/CON, UK 

CHAMBER: Delegation from Dubai, UAE 

CHAMBER: Americas Committee meeting 

HK FRANCHISE ASSOCIATION: Second Exhibition & Forum 
on Franchising Business in Hong Kong 

CHAMBER: Meeting with Tony Banks, MP/LAB, UK 

HK FRANCHISE ASSOCIATION: Case Studies: Wang Qiang, Kentucky Fried Chicken, 
Guangzhou; Eric Chin, Futurekids, HK; Ella Cheong, Wilkinson & Grist (In Cantonese) 

6.30-9.30 pm CHAMBER: Professional Sales Training Course (In Cantonese) 

11 .30 am 

12.30 pm 

4.30 pm 

1 0.00am 

2.30 pm 

12.30 pm 

12.30 pm 

5.00 pm 

12.30 pm 

12.30 pm 

ll.00am-
2.00 pm

CHAMBER: Mission to Southern Taiwan 

CHAMBER: Delegation from the Kassel Chamber of Commerce, Germany 

CHAMBER: Subscription lunch: "The Rise of China". Dr William H Overholt, 
MD of Bankers Trust Co, HK: Island Shangri- La Hotel 

CHAMBER: General Committee Meeting 

CHAMBER: Delegation from AU India Federation of Cooperative Spinning Mills 

CHAMBER: Shipping Committee Meeting 

CHAMBER ROUNDTABLE: "The New VAT in China": Thomas Hau, 
Tax Manager, Arthur Anderson 

CHAMBER: Arab & African Committee meeting 

CHAMBER: Membership Committee meeting 

CHAMBER: Subscription lunch: "How Hong Kong looks from Europe": 
Lord Rees- Mogg: Island Shangri-La Hotel 

CHAMBER ROUNDTABLE: " Technology Investment Opportunities in the Pearl Delta": 
Huang Shun Ling, Guangdong Enterprises Holdings (In Cantonese) 

CHAMBER/TDC: HK Product Exhibition in Budapest 

CHAM�ER ROUNDTABLE: "UCP5 00, new code for 
L/C operations": Ian Watson, Manager, Import/Export Operations 

6.30-9)0 pm CHAMBER: Advanced Sales Training Course 

5.00 pm CHAMBER: Small & Medium Enterprises Committee meeting 

12.30 pm CHAMBER/HK JAPANESE CHAMBER: Joint luncheon: HK Club 

11 .00 am CHAMBER: Europe Committee meeting 
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Week-To-View Format 
Guide to 37 Airports 

Map of 21 Cities 

An Excellent Gift 

The 1994 Hong Kong Desk Diary 

is luxuriously bound in European 

bonded leather, with gold Chamber 

logo on the cover and features the 

standard, widely used 11Week-To

View11 format. Contents include 

Chamber as well as international 

and Hong Kong information which 

is essential and revelant to the 

busy, global executive. 

Christmas Card 

The 1993 Christmas Card 

depicts the perennially popular 

fireworks display over Hong Kong 

Harbour, always a favourite with 

overseas clients and friends. 

The Chamber logo is gold stamped 

on the front, while the inside 

carries the season•s greetings. 

order Forro

� 
HK$200

'994 Desk o,arv
HK$9 

Cnnstmas card

company: 

Address: 

Contact Person: 
Fax: ___

Telephone: ---- Amount Enclosed� -

Cheque No. ----

The Hong Kong General Chamber of Commerce 

22/f United Centre, 95 Queensway, Hong Kong 
Tel: 529 9229 Fax: 527 9843 

1n,11_,, _;i 
j HI.J \\·t:·h;\'1�111, 2 i 
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THE 

CHAMBER 

IN 

ACTION 

Brigadier Ian Christie Reports 

INDUSTRIAL & CORPORATE AFFAIRS 
DIVISION 

HIGHLIGHTS 
Two full-day seminars were held this 
month. The first one was on "The Pearl 
River Delta: Opportunities & Problems" 
under the auspicious of the Small & Medi
um Enterprises Committee on September 
22 with 90 participants. The second one 
was on "Textile & Garment Technology: 
Keeping Your Hong Kong Business Com
petitive" under the auspicious of the Tex
tiles Committee on September 28 with 70 
participants. Both seminars were well 
supported by high quality speakers. 

COMMITTEES 

Environment Committee 
The Committee met on September 27 to 
consider issues on the sewage charges 
scheme, vehicle emissions, I andfi 11 

charges scheme and support to industry 
on environmental matters. Subsequently, 
draft position papers on the sewage 
charges scheme and vehicle emissions 
were submitted to the General Committee 
for endorsement. 

Small & Medium Enterprises Committee 
The Committee met on October 11. A se
ries of roundtables on "How much is your 
business worth" will be held in Novem
ber. Committee members will also meet 
the Consumer Council to discuss banking 
practices. 

Membership Committee 
The Committee met on October 12 to re
view progress made on membership re
cruitment. An evening meeting for mem
bers to express views on Chamber ser
vices/facilities will be held in late Novem
ber. The future direction of the Commit
tee was also discussed. 

Human Resources Committee 
The working group of the Green Paper on 

Ms Wong welcomes the Nigerians. ::E**�IUl!�utJE B Jf!J52VJ� 

Delegation 
from Kaduna 
Ms Christine Wong, chairman of the 
Chamber's Arab and African Committee 
welcomed, on September 28, a delegation 
from the Kaduna Chamber of Commerce in 
Nigeria led by Engr C C Ugwuh a member of 
the Chamber Board. Engr Ugwuh wore a 
colourful Nigerian robe and explained his 
mission was to foster mutual cooperation 
and understanding between both Chambers. 
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With Jo in this picture are three Assistant Directors, Dr Y S Cheung, Ian Perkin, Chief 
Economist and W S Chan, Certification Division. 
ffi•��I•afia•��•�•�m••�±·•�����-M�•�aoo•�•����•m 

Farewell to Jo 
Members of the Chamber staff bade 
farewell on September 24 to Josephine (Jo) 
Mayfield, who served for three years with 
the Chamber as Manager, Public Relations. 
Jo is in the blue outfit and her successor, Ms illl. 
Alice Yao, is in red. 
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George Kynoch 
George Kynoch, personal party secretary to 
Alastair Goodlad, UK Minister responsible 
for Hong Kong affairs, met on October 6, 
representatives of The Hong Kong 
International Committee (promoting Hong 
Kong) and other members of the Chamber. 
They discussed a wide range of topical 
issues, Hong Kong's future and 
developments in the UK. George Kynoch is 
MP for the Scottish constituency of 
Kincardine and Deeside. 

George Kynoch MP and Roger Lacey 
(in the chair). 
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Equal Opportunities for Women and Men 
met on October 14 with a view to com
ment on the impacts on private sector 
should equal employment opportunities 
legislation be introduced. 

EVENTS 

• The Efficient English Writing courses
jointly organised with British Council
started on September 20.

• The Supervisory Skills basic course
completed with success. 

• 31 new members attended a New
Members' Briefing, in Cantonese on 
September 21 . 

• The Chamber sponsored Seminar on
Employment for the Elderly was held on 
September 21, with 200 participants. 

• A repeated visit to Motorola's plant
in Taipo Industrial Estate was held on 
September 24. Mr H K Leung, Director of 
Quality Assurance, briefed members on 
Motorola's quality programme and escort
ed them to tour the plant. 

• Mr Eddie So, Director of Communi
ty Relations of ICAC, addressed members 
on the topic of "Anti-Corruption Measures 
to Assist Hong Kong-China Economic De
velopment" on September 30. 64 guests 
attended the event. 

• The Training Workshop on L/C Op
eration and the UCPS00 started on Octo
ber 5. 21 participants were recruited. 

• Mr John Keung, Staff Training Man
ager of the Cathay Pacific Airways, spoke 
on a roundtable luncheon on "The Myth 
of Staff Training and Development" on 
October 12 to 32 participants. 

INTERNATIONAL AFFAIRS DIVISION 

COMMITTEES 

Americas Committee 

The Americas Committee meeting was 
held on September 22 to discuss the pro
gramme of activities for 1994. Before the 
meeting, Mr Jackie Wu, Economist of the 
Research Department, the Hong Kong 
Trade Development Council, addressed 
members on "the Latin American Trade 
and Investment Outlook". 

Arab and African Committee 

A Committee meeting was held on 
September 24, at which Mr Kenneth C S 
Chung, Honorary Consul of Tunisia in 
Hong Kong, briefed members on the lat
est economic developments in Tunisia. 

A Nigerian delegation representing the 
Kaduna Chamber of Commerce, Industry 
and Agriculture and led by Mr C C Ug
wuh, a member of the Board and Nation
al Vice- President of the Manufacturers 
Association of Nigeria, called on the 
Chamber on September 28. The delega
tion was received by Mrs Christine Wong, 
Chairman of the Committee. 
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Expo '93. 

Educ & Careers 
Expo 94 
Do you have difficulty in recruiting the 
right staffi Do you wish to promote your 
company imagel 
The Education and Careers Expo '94, 
organised by the Labour Department and 
the Hong Kong Trade Development Council 
may be the solution to your problem. 
This four-day event, the largest of its kind in 
Hong Kong, is scheduled for February 24-
27, 1994. The organisers are the Careers 
Advisory Service of the Labour Department. 
The Advisory Service is targetting as . exhibitors Hong Kong's large compames
and would be grateful if Chamber members 
can take part. 
All you have to do is rent a 3m x 3m booth 
at the Expo. The cost is HKD22,000. 
Further information can be obtained from 
Francis Wong on 835 2041. 

Asia Committee 

A meeting was held on September 29 
with a group of visitors from the Philip
pine city of Cagayan de Oro. Heading 
the delegation was the City Mayor, Mr 
Pablo Magtajas and the Chamber of Com
merce and Industry President, Mr Jesus 
Paras. 

On October 14, the Indian Commerce 
Secretary, Mr Tejendra Khanna, provided 
members with updates on business op
portunities on offer in India. 

Mr Igor Ustinov, Chairman of the Ad
ministrative Committee of the Nakhodka 
Free Economic Zone, Russia, and his del
egation gave a thorough briefing on the 
economy, trade and investment advan
tages in Nakhodka to more than 20 mem
bers on October 11 . 
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The meeting with the Colombians. 
•ta•rr'P

Hilton Cheong-leen with the 
Colombian State Governor and 

some of his delegation. 
�:fi"!JUUf • .lts!�-iet.U1:t1lf 1'1:ll 
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Colombian 
visitors 
Hilton Cheong-leen chaired a group of 20 
members of the Hong Kong Committee of 
the Pacific Basin Economic Council (PBEC) 
and HKGCC members when they met a 
visiting Colombian delegation on October 
6. The delegation was led by Carlos
Hoguin Sardi, Governor of the State of
Valle del Cauca. The Colombian State
Governor briefed his listeners on
investment opportunities in Valle del
Cauca and in Colombia in general.

Phillipines 
• • 

m1ss1on 
The Chamber received, on September 2 a 
delegation from Cagayan de Oro Chamber 
of Commerce and Industry headed by the 
City Mayor, Pablo Magtajas. Cag�yan. d�
Oro city, looking for closer trade !1�s, !s m 
the southernmost isJand of the Ph1hppmes, 
Mindanao. 
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Chamber Director, Brig Ian Christie welcomes 
the Filipinos. 
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Better informing 
Washington 
Tony Miller, the Director General of 
Trade, has written to Chamber chairman, 
Paul M F Cheng, praising the Chamber's 
initiative (with other Hong Kong trade 
organisations) in inviting US staffers 
working for US Congressmen to take a 
look at Hong Kong and South China in each 
Congressional recess. 
The latest batch of 14 staffers visited Hong 
Kong and South China in the August recess 
and Tony Miller says, "It is clear these visits 
are well worth the effort." 
"When the stream of US politicians and 
their staff visiting Hong Kong over the 
Congressional August recess finally 
dried up, we asked our colleagues in the 
Washington Office to do some discreet 
sounding out," Tony Miller told Paul 
Cheng. 
"All the feedback we have received 
so far suggests that the visits were 
greatly appreciated. The Congresional 
staff delegation, sponsored by the 
Hong Kong General Chamber went away 
very happy with what they had seen 
and a great deal better informed. 
"One thoroughly satisfied customer 
made a minor observation which 
I thought I should pass on - he said 
that opportunities to 'mingle \Vith 
ordinary folk,' particularly in China were 
useful and could perhaps be increased. 
Other than that I have no constructive 
suggestions to report. The Chamber 
has done an excellent job. 
"It is clear that these visits are well 
worth the effort. They are one of the 
most effective means of putting 
across the Hong Kong message 
to some of the most influential 
people in US politics. We look 
forward to working 
with your Chamber in organising 
many more such visits in future," 
Tony Miller wrote. 

mrn�=-

Paul Cheng briefs the 14 
US staffers on arrival in 
Hong Kong last August 
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Breakfast on the first day. 
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A delegation from the Nagoya Cham
ber of Commerce and Industry, led by its 
Vice Chairman, Mr Toshia Nishikawa who 
is also Chairman of Uny Co Ltd, visited the 
Chamber on October 13. The delegation 
was received by the Chamber Vice- Chair
men, Mr William Fung and Mr Robert Sav
age, and other Chamber members. 

A 9-member delegation led by Mr J P 
Lee of the Lippo Group visited Kumamo
to, Japan from October 3-7, at the invita
tion of Kumamoto Prefectural Govern
ment to participate in 2nd Hong Kong
Kumamoto Economic  & Tourism Ex
change Programme. Mr Lee gave a 
speech on "Hong Kong and China - Lands 
of the Future" which was well received by 
the Japanese audience. 

China Committee 
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Technology 
seminar 
The Chamber organised a seminar on 
September 28 that focused on the latest 
technology in the Hong Kong textiles and 
garments industry and on the challenges the 
industry faced in today's environment of 
global competition. T H Chau, Secretary for 
Trade and Industry gave the opening address. 
Speakers included, Victor Cha, Director and 
Manager of China Dyeing Holdings Ltd; Dr 
Ellen Chan, from the Environmental 
Protection Department; Alex Chan, director 
of TAL Apparel Ltd; Alan Li, from the Hong 
Kong Productivity Council and Alan 
Braithwaite, managing director of Kurt 
Salmon Associates Inc. 

Nakhodka 
free zone 
Igor Ustinov, chairman and Valentine 
Zavadnikov financial director, of the 
Administrative Committee of Free 
Nakhodka Economic zone, near 
Valdivostock, met 20 members of the 
Chamber on October 11 chaired by Hilton 
Cheong-leen.The visitors from the Russian 
Far East briefed the Chamber members on 
potential trade and investment 
opportunities. 
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TH Chau, 
Secretary for Trade 
and Industry, 
addresses the 
seminar. 
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Hilton Cheong
leen (right) with 
the visitors from 
the Russian Far 
East. 
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A 12-member delegation from the China 
Association of Enterprises with Foreign In
vestment, led by its Vice-Chairman and 
Secretary-General, Mr Wang Yong Jun, 
visited the Chamber on September 24. 
The purpose of their visit was to promote 
the 2nd China Export Commodity Fair for 
Enterprises with Foreign Investment to be 
held in Xiamen from November 28 to 4 
December 1993. 

The Chamber organised a Goodwill 
Mission to visit Guangzhou on ·september 
15-16. The 22-member delegation was
led by Mr C C Tung, a member of the
Chamber's General Committee and Vice
Chairman of the China Committee. Dur
ing the visit, the delegation met with Mr
Lin Hun-rui, President of the Association
of Enterprises with Foreign Investment of
Guangdong; Mr Liao Guo-ji, Deputy Di
rector of the Guangdong Commission of
Foreign Economic Relations and Trade;
and Mr Sun Wei-wen, Vice-Chairman of
the Guangzhou Municipal Commission
for Foreign Economic Relations and
Trade. Discussions focused on the recent
economic developments in both the city
and rural areas of the province, impact of
the macro-economic controls and infla
tion on the Guangdong economy, as well
as progress of infrastructure develop
ments.

Europe Committee 
Members met with representatives from 
the City of London Corporation over 
breakfast on September 28 during the lat
ter's visit to Hong Kong for an exhibition 
on World Property. 

Visitors for the month included 
• A 3-member delegation led by Mr

Jose de Gouveia, Regional Secretary for 
External Economic Cooperation of 
Madeira (October 5). 

• Mr John Meadway, Under Secretary
for Overseas Trade with the Department 
of Trade and Industry (October 11 ). 

• Mr Geoffrey Hulse,
OBE, Chief Executive of 
the Nottinghamshire 
Chamber of Commerce 
and Industry (October 11 ). 

Mr David Rimmer, 
Vice Chairman of the Eu
rope Committee, provided 
the opening remarks for a 
joint Chamber/German 
Business Association sem
inar on Hamburg on Oc
tober 13. 

Hong Kong International 
Three UK MPs visited the Chamber dur
ing the month 

• Sir Nicholas Bonsor, MP, Con,
Chairman of the Conservative Backbench 
Defence Committee (14 September). 

• Mr George Kynoch, MP, Con, Mem-



The meeting briefed by the visiting Indian Commerce Secretary. 
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Indian 
Commerce 
Secretary 
The Commerce Secretary in the Indian 
Government, Tejendra Khanna, visited the 
Chamber on October 14. He provided 
interested members, chaired by Manohar 
Chugh from the general committee, with an 
update on economic conditions in India. 
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The Indian Commerce Secretary and Manohar Chugh. i:PJliltl�• , 3tiHR 

ber of the Select Committee Scottish Af
fairs and the PPS to Mr Alastair Goodlad, 
MP, Minister of State (6 October). 

• Mr Robin Corbett, MP, Lab, Labour's
spokesman on Press and Broadcasting (13 
October). 

The Secretary met with students from 
Hong Kong Polytechnic on 23 September 
to discuss the possibility of setting up 
speaking engagements for HKI Ambas
sadors in the institution's upcoming 
school festival in December. The objec
tive was to strengthen local students con
fidence in the future of Hong Kong. 

Hong Kong Taipei Business Cooperation 
Committee (HKTBCC) 
The Third Joint Meeting of the HKTBCC 
and CTHKBCC will be held in Hong Kong 
on November 1, 1993. Three working 
groups, namely, Manufacturing Working 
Group; Banking and Finance Working 
Group and Service Industries Working 
Group, held their meetings respectively 
on September 28, September 30 and 
October 7. In the meetings, working 
group members reviewed the progress of 
issues which were raised in the last Joint 
Sessions and discussed new issues to be 
raised with their counterparts at the com
ing Joint Sessions. 

Pacific Basin Economic Council (PBEC) 
The Executive Committee met on Septem
ber 1 7. The Committee discussed various 
issues including PBEC Hong Kong's pro
posal for a possible link up between PBEC 
and ICC, and the possible holding by 
Hong Kong of the 1998 ICM. 

A report on APEC Business Sector In
vestment Survey in Hong Kong, jointly 
conducted by PBEC Hong Kong and 
HKGCC, was submitted to the Hong Kong 
Government. 

PBEC Hong Kong and HKGCC jointly 
hosted a briefing meeting with Mr Carlos 
Hoguin Sardi, the Governor of the State of 
Valle del Cauca, Colombia, and his dele
gation on October 6. During the meeting, 
Mr Holguin Sardi briefed members on the 
investment opportunities in Valle del Cau
ca and Colombia. The meeting was at
tended by 20 PBEC Hong Kong and 
HKGCC members. 

The Director General, Brigadier Ian 
Christie, had a useful lunch meeting on 
15 October with Dr Victor Fung and Mr 
Tony Miller, respectively Member of the 
Eminent Persons Group and Senior Offi
cial of APEC (Asia Pacific Economic Co
operation) with a view to enlisting their 
support for observer status for PBEC Inter
national at APEC meetings. 

SERVICE INDUSTRIES DIVISION 

HONG KONG COALITION OF SERVICE 
INDUSTRIES (HKCSI) 
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Toshio Nishikawa with William Fung, Robert Savage and Brig Christie. 
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Visitors from 
Nagoya 
William Fung, the Chamber's first vice 
chairman, on October 13 briefed vice 
chairman Toshio Nishikawa and a 
delegation from the Nagoya Chamber of 
Commerce and Industry in Japan on the 
distribution system in Hong Kong. On hand 
to receive the visiting Japanese delegation 
were Robert Savage, the Chamber's second 
vice chairman and the Chamber's Director, 
Brig Ian Christie, together with interested 
Chamber members. 

Ninth CSI Conference 
On September 22-24, Coalition Secretary 
Dr W K Chan, Executive Committee 
member John Chan, and Chamber Direc
tor Ian Christie attended the Ninth Confer
ence of Coalitions of Service Industries in 
Auckland. The theme of the Conference 
was "Expanding Global Business through 
Trade in Services". Dr Chan contributed a 
paper on "Marketing Trade in Services". 

The Conference included a telephone 
conference with GATT Director-General 
Peter Sutherland, who highlighted the ur
gency and necessity of concluding the 
GATT  Uruguay Round. The Hong Kong 
team proposed and the Conference 
agreed that a strong statement of support 
should be sent to Mr Sutherland. Accord
ingly, the Hong Kong team drafted a Con
ference Resolution, which was unani
mously passed, as was a Conference 
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Statement drafted by the USCSI. 
The Conference Resolution and State

ment has been sent to all GATT negotiat
ing teams in Geneva, as well as Consul 
Generals/Trade Commissioners in Hong 
Kong. A press briefing was held on Octo
ber 14 to follow the matter up with the 
Hong Kong media. 

Representation 
On September 16, the Census and Statis
tics Department conducted a consultative 
meeting with the Coalition on the feasibil
ity of collecting GNP (Gross National 
Product) statistics for Hong Kong. Acon
solidated reply was sent to the Census 
and Statistics Department in which the 
Coalition, while remaining broadly sup
portive of the idea, pointed out a number 
of concerns to the business sector. 

On September 20, the Secretary met 

Mr Barry Howe, Director of Australia's 
Department of Industry in charge of ser
vice sector policy, and consultants Simon 
Pillar and Anthony Poiner, to discuss the 
subject of export of services on which the 
Australian government is conducting a 
study. 

Through the HKCSI Secretariat, a 
meeting was arranged between members 
of the Chamber directorate and Transport 
Branch officials to discuss the matter of 
border crossing between Hong Kong and 
Shenzhen. 

On October 8, the Secretary attended 
a working conference on telecommuni
cations numbering plan organised by 
the Office of Telecommunications Au
thority. 

On October 1 5, the Secretary attend
ed the World Economic Forum as speak
er on the sectoral workshop on service 
industries. 

HONG KONG FRANCHISE 
ASSOCIATION (HKFA) 

Slide Briefing on American Franchises 
The Association organised a slide briefing 
on American franchises, jointly with the 
Hong Kong Productivity Council, on 
September 23. HKFA Manager, Charlotte 
Chow, together with Mr Peter Mok of 
HKPC and Ms Joyce Mak of US Foreign 
Commercial Service, briefed participants 
on the pros and cons of franchising, the 
role of the US Foreign Commercial Ser
vice and the type of American franchises 
which might be of interestto Hong Kong 
investors. 

Publications on Franchising 
Final proof of the Chinese versions of 
"How to Franchise Your Business" and 
"How to Evaluate a Franchise" were 
ready. They will be published by the 
HKFA in November. A franchising direc
tory is also being compiled. 

Franchising Exhibition & Seminar 
The HKFA is organising a seminar on 
franchising on November 11 at the 
Hong Kong Convention & Exhibition 
Centre. The seminar is a concurrent 
event to the Franchising 93 exhibition 
which the HKFA is co-organising with 
Adsale Exhibition Services Ltd and the 
Hong Kong Productivity Council on 
November 1 0-1 3. 

Information Service 
Following the previous Guangzhou Con
ference by the HKFA, and as a result of 
promotion by the Guangdong-Hong Kong 
Information Daily, the HKFA office han
d led more than twenty enquiries this 
month on franchising from China, mostly 
from Guangdong but also from Shanghai, 
Sichuan and Hubei. ■
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GOVERNOR'S OPENING ADDRESS 

Back seat for business 
Chamber disappointed that there was no comment on rising costs 

I
n a press release after Governor Chris 
Patten's address on October 6 open
ing the new Legislative Council ses

sion, the Hong Kong General Chamber of 
Commerce said it was disappointed that 
business issues took a back seat. 

In particular, the Chamber was con
cerned that the Governor did not com
ment in detail on the rising costs of doing 
business in the territory. 

Chairman Paul M F Cheng said: "We 
felt the address lacked balance with the 
focus on political and social issues with 
very I ittle said on the many important 
business issues facing the territory." 

"We would have liked to have s.een 
more attention paid to the territory's com
petitive position in the region, including 
the key issues of continuing high inflation, 
a tight labour market and rising property 
purchase and rental costs." 

Mr Cheng said the Chamber was 
pleased that the Governor put as one of 
his five priorities the need to ensure Hong 
Kong's economy remains competitive. 

"But there is little in his speech to back 

this up and no specific proposals were put 
forward on how a better competitive en
vironment might be achieved. 

"In particular the Governor did not ad
dress our recommendations for a con
trolled increase in the land supply and an 
expansion of the labour import scheme. 
We are still hopeful that some of these 
matters will be tackled in the supplemen
tary statements from the Financial Secre
tary and other policy secretaries." 

Mr Cheng said the Chamber strongly 
endorsed the Governor's position in sup
port of the rule of law, for law and order 
in the community and his desire to com
bat and contain corruption. 

"The Chamber was pleased by the 
Governor's proposals for improvement in 
social services, education, housing, better 
care of the elderly and the promotion of 
cultural and sporting activities which are 
far-reaching and which will contribute to 
a better quality of life for Hong Kong peo
ple," Paul Cheng said. 

"However, it will be essential to exer
cise close control over expenditure so that 
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these proposals can be funded without in
creasing the percentage share of GDP ac
counted for by Government spending; 
that they can be funded within existing 
taxation levels; and that recurrent spend
ing in the Government's budget continues 
to grow at a rate lower than the nominal 
economic growth." 

Paul Cheng said the Chamber wel
comed the Governor's commitment to in
creased capital spending on infrastruc
ture, including the commitments to' road 
improvements and the upgrading of trans
port and communications links with the 
Mainland. 

"Despite the ongoing impasse with 
China on the constitutional package, the 
Chamber is encouraged that the Governor 
stressed the importance of developing the 
best possible relationship with China in 
all areas," Paul Cheng said. "We also wel
come his recognition of how vital it is that 
Hong Kong continues to take the fullest 
advantage of the opportunities China's 
modernisation programme and open door 
policy offers." ■
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BUDGET 

Chamber backs. lower 
profits tax 
Expresses confidence in future economic growth and continuing strong 
Government revenue 

A 
call for a return to the a 16.5 per 
cent profits tax rate was a high-
1 ight of the Chamber's initial sub

mission on the Government's 1994-95 
Budget delivered to the Financial Secre
tary, Hamish Macleod recently. 

The 11 page document was subsquent
ly issued publicly and is re-printed below 
for the benefit of all Chamber members. 

A summary of the Chamber's recom
mendations and views on the Budgetary 
outlook are listed in tabular form and 
were included in two pages at the back of 
the submission. 

Some of the highlights of the submis
sion include: 

• Confidence in the territory's future
growth despite the actions being taken by 
its biggest trading and investment partner 
- China - to restrain its own growth.

• Concern about continued high do-
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mestic inflation and the increased costs of 
doing business in the territory. 

• A recommended one per cent cut in
the profits tax rate back to 16.5 per cent 
from 17.5 per cent. 

• That the Government now has a
more than adequate "cushion" in its fiscal 
reserves and that further taxation and 
charges to increase reserves is no longer 
necessary. 

• As a general rule, increases in indi
rect taxes and charges should be no 
greater than the rate of inflation and 
preferable less than inflation. 

• Higher indirect taxes on some com
modities have encouraged illegal trade in 
those commodities. 

• The airport departure tax should be
reduced. 

The Chamber said it it was making its 
submission on behalf of its 3,700 Corpo-
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rate members and expressed the hope 
that the views expressed would be taken 
into account by the Financial Secretary in 
his 1994-95 Budget preparations. 

The submission began with an assess
ment of Hong Kong's economic perfor
mance in the current year and the outlook 
for the year ahead. 

ECONOMIC BACKGROUND 

1993-94 
At the time of writing, the Hong Kong 
economy was performing as expected in 
the current financial year. Economic 
growth appeared to be on target to reach 
the Government's forecast growth rate of 
5.5 percent. The official forecast for Con
sumer Price Index (CPI) CPI (A) inflation 
had been reduced marginally to 9 per 
cent from the previous 9.5 per cent. De
spite slow economic growth in some of 
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the territory's main markets, the external 
sector had performed wel I with good 
growth in re-export trade and in trade in 
services. The domestic export perfor
mance had been less impressive. 

As far as the domestic economy is con
cerned, consumer price inflation contin
ued to be a substantial problem, as did 
land and labour costs which are not ade
quately reflected in the consumer price 
inflation figure. It is the Chamber's belief 
these matters should be examined closely 
in framing the Government's 1994-95 
Budget and your comments in the accom
panying Budget speech. 

ECONOMIC OUTLOOK 

1994-95 

Hong Kong's recent economic perfor
mance gives confidence for future 
growth. However, there are some con
cerns which the business community be
lieves should be taken into account in re
viewing the 1994-95 fiscal year. In your 
own remarks during your consultations 
with Legislative Council members you 
drew attention to one such factor - the at
tempts of Mainland authorities to bring 
under control rapid economic growth, 
burgeoning inflation and other economic 
excesses within China itself. 

As China's biggest trade and invest-
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ment partner, Hong Kong can not expect 
to escape unscathed from the impact on 
the Mainland economy of such action. 
However, the Chamber agrees with your 
assessment that there is little need to 
change the Government's medium term 
growth forecast of 5 per cent real growth 
per annum as a result of the new poli
cies recently introduced in China to re
strict credit and reduce economic 
growth and inflation. 

The Chamber believes there is a 
chance that the new Mainland policies - if 
pursued vigorously - could result in Hong 
Kong's growth dipping below the 5 per 
cent trend in 1994-95. This would be all 
the more likely if other major Hong Kong 
trade and investment partners, such as the 
USA, the European Community (EC) and 
Japan continued to have their own eco
nomic and political problems. However, 
it is the Chamber's belief that such a slow 
down in local growth would be short
lived and not seriously jeopardise the 5 
per cent average medium term real 
growth target. 

Far more serious for the local econo
my and Government Budgeting would be, 
as ever, withdrawal of Most Favoured Na
tion (MFN) status for China by the USA. 
Such a move, which is still regarded as 
unlikely - despite expectations of a diffi-
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cult year ahead to persuade the US Ad
ministration and the Congress to extend 
China's MFN status - would be the sort of 
factor which would render the medium 
range forecast unattainable. 

INFLATION 

The Budget itself and the Financial Secre
tary's remarks accompanying it have a 
substantial impact in setting the "tone" of 
the economic outlook for the year. To
gether, they carry a weight greater than 
the Government's actual share of GDP 
might suggest. They can be a powerful 
force in shaping community actions and, 
in particular, the inflationary psychology 
in the economy at large. The Chamber 
therefore believes the Government should 
be taking a tougher I ine on the issue of 
consumer price inflation and the far 
broader rise in costs that has been affect
ing the local economy. In particular, the 
Chamber is concerned about the costs as
sociated with doing business in the terri
tory (especially rental costs and wage ris
es) and the impact these could have on 
the territory's competitiveness and its at
tractiveness as a business base for Hong 
Kong and China, and the East Asian re
gion. This, in turn, has the longer term 
potential to adversely affect the prospects 
and prosperity of the whole Hong Kong 
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HONG KONG GENERAL CHAMBER OF COMMERCE 

1994-95 BUDGET FORECASTS AND RECOMMENDATIONS 

REVENUE 

ISSUE CHM\BER SUBMISSION EFFECT REMARKS 

ECONOMY 1993-94 5.5 per cent growth high Positive Revenue should gain from high levels of activity in 
activity level. property, share market and consumer markets. 

ECONOMY 1994-95 5.0 per cent growth, activity Positive Activity high but moderating; China effect; requires Budget caution. 
moderating. 

BUDGET Deficit forecast I ikely, but Not Deficits may emerge because of substantial capital 
OUTCOME Governmentshould aim . applicable commitments in the short term. Longer term balanced Budget 

for balanced Budget the aim. Post 1997 Basic Law requires balance. 

INFLATION Greater emphasis to be placed on Not Inflation danger to Hong Kong's competitiveness. 
consumer price AND asset price applicable Property and labour costs need to be controlled. 
inflation, costs control. 

EXPENDITURE Up 5 per cent or real $4.5 billion Not Chamber agrees with Government policy on recurrent 
- Recurrent in line with GDP. applicable spending increases. 

I, 
- Capital Up one-third on increased Not Faster spending expected. Chamber concerned by "catch up" 

infrastructure spending. applicable effects from previous under-spending. 

REVENUE No further narrowing of a tax base Potentially Chamber believes govt too reliant on direct taxes (salaries 
- General already dependent heavily on negative and profits) determined by continuing high level of 

salaries and profits tax. economic activity . 

. J 
DIRECT TAXES Cut by 1 per cent to return to Negative Chamber believes cut would enhance Hong Kong's competitive 
- Profits Tax 16.5 per cent. $1.6 billion position; bring profits tax closer into line with salaries tax. 

a year 

-Salaries Tax No change in standard rate Positive Chamber believes Government should not narrow salaries tax 
- Personal allowances base further. Wages rises ensure greater tax take. 
and tax bands in line with CPI

-Stamp Duty No further reduction in stock transfer Positive Chamber questions logic of narrowing tax base further. 
duty from present 0.3 per cent. $ 1 billion Retain present stock transfer duty. Saving to Revenue $1 billion. 

-Estate Duty Call for regular review of Negative Chamber welcomed last year's lift in the threshold. 
threshold and bands. 

-Property Tax No change. Positive Chamber believes active property market boosts revenue. 

-Rates No increase in general rates Positive Chamber believes rates revaluation from 1 April 1994 will lift 
in revaluation year. Government revenue without general rates increase. 

-Fuel, alcohol and No increase in duties. Probably Anti-inflationary measure; Government must monitor 
Tobacco Neutral "unintended consequences 11 (eg. smuggling); also loss of revenue 

from such activity. 

-Departure Tax Reduce departure tax from Negative Chamber believes reduction would add confidence to 
$ 150 (to $ 100?) vital tourism industry. Modest cost to revenue. 

-Betting Duty No change in rate. Neutral to Duty increased last year. Further increase unnecessary. 

1 
Positive 

I -Hotel Accommodation No change in rate. Positive Tourism vital industry. 
I 

-First Registration Tax No increase in tax rate after FRT Positive Review of FRT this year will bring additional revenue to 
review this year. Government without need to increase rates of tax further. 

-Fees and Charges Increase in line with CPI only. Positive Aid in controlling inflation. 
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community, not just the business sector, 
but the territory's big majority of wage 
and salary earners as wel I. It therefore be-
1 ieves the 1994-95 Budget should contin
ue to press home to the whole community 
the need to moderate not just consumer 
price inflation, but broader inflationary 
pressures as well (especially land costs 
and wage inflation). The Government's 
own property indices show that in the last 
two years rents have escalated enormous
ly in every sector of the market, but espe
cially in the key areas of retail, commer
cial and residential property. Prices of 
properties in all sectors of the market 
have risen even more dramatically -
bringing a warning that upward rental re
visions will, in the future, be even more 
substantial. 

A relatively strong economy and 
healthy capital inflow, together with low
er nominal interest rates and negative real 
interest rates, has also led to substantial 
speculation in the property market, push
ing up prices in a very short time frame. 
The Chamber appreciates the actions tak
en by the Government and the banks (in 
changes to stamp duty and mortgage loan 
ceilings respectively) in an effort to re
strain this activity in the residential prop
erty sector. However, it is clear that more 
needs to be done of a more permanent 
nature (such as increased land availabili
ty) if future rises are to be restrained. The 
cost of money (interest rates) is the only 
cost to have moderated for business in the 
last year. The Chamber urges the Finan
cial Secretary to take all these factors into 
account when framing the 1994-95 Bud
get document. Given the medium term 
forecast of continued, steady economic 
growth and an economy operating at 
close to full capacity, the Chamber there
fore remains concerned about continued 
rapid consumer price inflation and the 
broader increase in the costs of doing 
business. 

The Government has been fortunate in 
being able to reduce the rate of increase 
in the CPI (A) in the last year-to-18 
months. It has been helped by the depre
ciation of the Chinese Renminbi (espe
cially its impact on the important CPI (A) 
food component), lack lustre world com
modity prices (The Economist all items in
dex is still 4 per cent below a year ago 
and oil is down 13 per cent over the last 
year) and an easing in price pressure in 
the services sector of the economy. By 
keeping its own indirect tax increases and 
fees and charges under control - and 
spacing out their implementation - the 
Government has also helped to moderate 
inflationary pressures. However, Hong 
Kong still has a high rate of underlying in
flation compared with most of its com
petitors and customers (China excepted) 
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at a time when things have all been mov
ing in favour of moderation in inflationary 
pressures. 

Any increase in global prices would 
quickly feed through into Hong Kpng's 
own inflation rate. In addition, the RMB 
has stabilised (reducing the prospect of 
gains from that source) and Mainland in
flation may soon feed through to local 
costs. The strength of the Japanese Yen 
could also prove a problem as far as con
sumer goods are concerned and, domesti
cally, another round of rental rises for resi
dential properties is likely. Inflation is far 
from under control and increased spend
ing on the airport and related projects in 
the months ahead could add to inflation
ary pressures. 

EXPENDITURE 

Recurrent Spending 
The Chamber welcomes the Financial 
Secretary's continued commitment to the 
Budgetary guideline that "expenditure 
growth must be kept within the trend 
growth rate of GDP". As you have noted 
in your remarks to Legislative Councillors 
during Budget talks, the anticipated GDP 
growth rate of 5 per cent means that re
current expenditure in 1994-95 will in
crease by about $4.5 billion in real terms. 
The Chamber has also noted that much of 
this increase has already been committed 
to social welfare, education and health 
expenditure. This is in line with the 
pledges made by the Governor in his in
augural address to the Legislative Council 
in October 1992 and the priorities set 
down in your own Budget Address of 
March 1993. 

The Chamber has no difficulty with 
such increases in recurrent expenditure 
where they are affordable and meet a 
clear community need. However, two 
points are worth making. First, in
creased recurrent spending may lead to 
substantial increases in community ex
pectations beyond those which the 
Community - and the Budget - can rea
sonably bear. Such demands should be 
resisted. Second, while increases in 
such recurrent spending are easily made 
when times are relatively good, they are 
difficult to trim back when there is a 
economic (and Budget revenue) setback 
(see "Revenue" below). 

Capital Spending 
The Government's capital spending pro
gramme on the airport and related pro
jects is now moving ahead rapidly and, 
together with other capital works pro
grammes, is leading to a substantial in
crease in Government spending in this 
area. This, in turn, has resulted in a sub-

stantial (and, hopefully, temporary?) in
crease in overall Government spending as 
a share of Gross Domestic Product (GDP). 

Unlike recurrent spending, however, 
capital spending can be cut back relative
ly easily once major projects are complet
ed. While continued infrastructural 
spending will continue to be required in 
the years ahead it is the Chamber's hope 
that once the very major projects now un
der way are completed, the Government's 
overall spending as a proportion of GDP 
will drop back to what might be regarded 
as more normal levels for Hong Kong. 

The only other concern the Chamber 
has on capital spending programmes is 
the substantial "underspending" that has 
been recorded by Government. Were this 
due to real savings on projects then it 
would be more acceptable than is the 
case when it is really "deferred spending" 
as a result of delays etc in major projects 
which are part of the ambitious infrastruc
ture spending now in progress. However, 
the Chamber has noted that the govern
ment has taken action to improve its Bud
geting and expenditure monitoring pro
grammes and the results of these actions 
will be watched with interest. 

REVENUE 
In its reply to your 1993-94 Budget State
ment (dated 10 March 1993) the Cham
ber expressed concern about a narrowing 
of the tax base, especially the increased 
reliance on corporate profits tax and 
salaries tax as its major revenue sources. 
It expressed concern at the erosion of the 
indirect tax base through the abolition of 
the cosmetics tax and entertainment tax 
and the further reduction in stamp duty 
on Hong Kong stock transactions at a time 
of a booming stock market (in terms of 
both price increases and stock exchange 
turnover). 

While the Chamber is generally of the 
view that any tax cuts are welcome, it be
comes concerned w_hen they are, for the 
most part, directed at the indirect tax 
base. This means a further shift in the bal
ance from indirect taxes (normally regard
ed as a more stable revenue base) to di
recttaxes (which can fluctuate significant
ly according to economic conditions). At 
the same time, of course, the Government 
has consistently narrowed the salaries tax 
base, with salaries tax concessions in the 
1993-94 Budget releasing 250,000 poten
tial tax payers from the salaries tax "net". 

The Chamber understands the difficul
ty the Government faces on the indirect 
tax front - especially the understandable 
reluctance to introduce some variant of 
broadly based goods and services tax - for 
fear of the inflationary consequences, it 
finds it difficult to understand why exist
ing indirect taxes, about which there has 
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been little public complaint, should be 
dropped. It is the Chamber's view that 
the previous Government policy of gradu
ally broadening the indirect tax base (and 
perhaps even the direct tax base by 
widening the salaries tax "net") was an 
appropriate policy to pursue. 

DIRECT TAXATION 

Profits tax 
Notwithstanding the above comments, it 
is the Chamber's view that the decision 
taken two years ago to increase the rate of 
profits tax by one percentage point to 
1 7 .5 per cent from 16.5 per cent was un
wise and should be reversed. It was taken 
at a time when the Government was con
cerned there might be a revenue shortfall. 
As it turned out,- the Government pro
duced a substantial revenue surplus and 
the one per cent increase was unneces
sary. Butthe profits tax increase was not 
reversed in the 1993-94 Budget. It should 
be reversed in the 1994-95 Budget. While 
there is more to international investment 
decisions than corporate tax rates, the fact 
remains that Hong Kong's rate is no 
longer exceptionally attractive. Singa
pore, now with a 2 7 per cent rate re
ducible by many varied incentives, is one 
frequently cited competitor. So too are 
the Special Economic Zones (SEZs) within 
China, where corporate tax rates are 1 5 
per cent, again capable of substantial re
duction by tax holidays and other incen
tives. 

Our concern is less the direct financial 
impact of a 1 percentage point rate ad
justment but more in the inference to be 
drawn, from your explicit statement that 
there is necessarily a profits tax/salaries 
tax trade off, that you regard the business 
section (via profits tax) as a milch cow to 
feed the below standard rate salaries tax
payer group, both now and potentially in 
future. A one per cent cut in the profits tax 
rate would also bring the rate more into 
line with the existing 15 per cent salaries 
tax rate. In doing so, it would lessen the 
inclination of some in the Community to 
seek to avoid tax by re-characterising cor
porate income as salaries for tax purposes. 

It is the Chamber's view that it is  
meaningless merely to tax companies or 
individuals to build up Government's fis
cal reserves beyond a acceptable cushion 
for future economic setbacks - which 
might or might not occur - and beyond 
levels required under the various agree
ments with China concerning the fiscal 
standing of the future Special Administra
tive Region (SAR) Government. At 31 
March 1993 those reserves had reached 
$121 billion after a $21.98 billion sur
plus. Despite predictions of a modest 
deficit in the current fiscal year (1993-94), 
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those reserves seem unlikely to be re
duced as additional revenue is expected 
to wipe out the predicted deficit. The 
high levels of activity being enjoyed by 
the economy generally suggest that rev
enue will be higher than the original Bud
get estimates and another surplus will be 
the result. 

Salaries Tax 
The Chamber believes the standard rate 
of salaries tax should remain unchanged, 
although it is conceivable that a strong 
case could be argued for a reduction in 
the rate while widening the number of 
salary earners required to pay a modest 
rate of salaries tax. 

As far as personal allowances and the 
tax bands are concerned for those paying 
less than the standard rate are concerned, 
if the Government is considering offering 
further relief for those moving into lowest 
tax bracket for the first time, or into higher 
tax brackets, then such relief should be no 
more than the rate of inflation. This en
sures that the status quo is at least main
tained and that still more taxpayers and 
potential taxpayers _are not dropped auto
matically from the salaries tax "net", fur
ther narrowing the salaries tax base. 

Indirect taxes 
Increases in indirect taxes should be kept 
to a minimum and at a rate lower than the 
rate of consumer price inflation and at
tempts to use indirect taxes for"social en
gineering" purposes -changes in con
sumer tastes and preferences, and spend
ing patterns - should be avoided. The 
Chamber is concerned, as out Ii ned 
above, that some perfectly valid and rela
tively benign indirect taxes (eg. the cos
metics tax, soft drinks, and entertainment 
tax) have been dropped or reduced with 
little regard to the resultant narrowing of 
the tax base. 

Stamp Duty 
The Chamber believes the Government 
should not reduce the Stamp Duty on 
stock transactions any further. There is no 
evidence to suggest that either past or pre
sent levels of Stamp Duty on stock 
transactions has acted to curtail trading in 
the local share market, even for large 
"block" trades. Indeed, all the evidence is 
to the contrary. 

There is certainly no evidence to sug
gest that the Hong Kong market is losing 
out in terms of trading volume to other 
markets in the region, or elsewhere 
around the globe, even where Hong Kong 
stocks are listed on more than one mar
ket. While the Chamber has not previous
ly argued against stamp duty reductions, it 
has questioned the logic involved in the 
Government's approach to such duties. It 
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is difficult to understand, for example, the 
decision to increase stamp duties on 
some transactions, such as residential 
property, in a bid to curb speculation, 
while reducing it in another area, such as 
stock transactions. It is also difficult to 
understand the extension of stamp duty 
on stock transactions to cover warrants 
when the stamp duty on ordinary share 
transactions is being reduced with the ul
timate aim of total abolition. It therefore 
recommends that the Stamp Duty on 
stock transactions now be maintained at 
its present level of 0.3 per cent - half the 
level of three years ago. 

Estate Duty 
The Chamber welcomes the Government 
decision in the 1993-94 Budget to in
crease the Estate Duty threshold by 25 per 
cent to $5 million and to widen the bands 
to $1 million from $500,000 for the pro
gressive increase in such duty. Given as
set price inflation, it may mean the Gov
ernment should regularly review the Es
tate Duty threshold to ensure that the duty 
does not encompass an ever-widening net 
of taxpayers based on the impact of infla
tion alone on the value of estates. 

Property Tax 
Given the Government's healthy financial 
position and strong level of fiscal reserves, 
the Chamber believes there should be no 
change in the Property Tax levied on 
owners of land and buildings. 

Rates 
The Chamber is aware that the Govern
ment's regular, three-yearly rates revalua
tion is being conducted this year and is 
scheduled to come into effect on 1 April 
1994 - the first day of the new fiscal year. 
The Chamber is also aware of the sensi
tive nature of the general rates issue, both 
from the point-of-view of landlords with 
substantial property holdings for rental 
purposes and for individual home own
ers, either for investment or owner-occu
pation. As the Financial Secretary noted 
in the 1993-94 Budget statement, rates 
are a significant revenue source "both as 
a relatively progressive tax and stable 
source of revenue". The Chamber agrees 
with this approach, but believes that in a 
rate revaluation year it is probably inap
propriate to consider any increase in the 
general rates percentage charge. 

No doubt the increases in valuations 
as a result of the review process will pro
duce significant additional revenue to the 
Government, without resorting to a per
centage increase as well. This should es
pecially be the case with the rapid in
crease in property values (at least at the 
commercial market level) in the last three 
years. An increase in the percentage rates 



charge at the same time as a property 
revaluation would likely bring an adverse 
community reaction. The Chamber, there
fore, believes there should be no increase 
in the percentage change in the 1994-95 
Budget. Nevertheless, rates provide a 
valuable revenue source for the Govern
ment and could help shift the balance of 
the tax emphasis away from profits and 
salaries taxes to a more stable base in the 
future. 

Fuel, Tobacco and Alcohol Duties 
The Chamber believes these duties should 
not be increased this year, especially on 
tobacco products which now face a grave 
smuggling problem and for Government a 
consequent loss of revenue. But if they 
are to be increased they should rise at a 
rate no faster than inflation, if consumer 
price inflation is to continue to be al
lowed to moderate. This latter approach 
is in line with that adopted in the 1993-94 
Budget. While considering this item; 
however, the Chamber would like to draw 
the attention of the Government to one of 
the "unintended consequences" of a too 
rapid rise in the rate of duties on these 
items. When duties in one jurisdiction, 
such as Hong Kong, get too far out of line 
with those in neighbouring jurisdiction, 
prices also become mis-matched between 
jurisdictions. This opens the way for 
smuggling and the creation of a black 
market in these items. 

In recent times there have been cases 
of sales of both tobacco and to a lesser 
extent fuels on which duty has not been 
paid. This not only reduces Govern
ment's expected revenues from such tax
es, but increases the pressure on Customs 
and Excise and the Police, who are re
sponsible for policing such matters. It 
also indirectly encourages smuggling ac
tivity, especially when the price gap be
tween jurisdictions becomes so wide as to 
make it financially attractive despite the 
obvious risks involved. Recent estimates 
by the tobacco industry alone suggest the 
duty-not-paid market in cigarettes is now 
equivalent to 20 to 25 per cent of the le
gal business with a consequent substan
tial loss of revenue to business and to the 
Government, despite the higher duties. In 
considering increases in these duties the 
Government should take into account the 
need to protect its own revenue and to 
safeguard the legal trade in the dutiable 
goods affected. 

Airport Departure Tax and Hotel 
Accommodation Tax 
The Chamber believes that Hong Kon g's 
airport departure tax is at the high end of 
the scale when looked at in global terms 
and should be reduced. It remains true 
that the relatively high rate of tax appears 

to have done nothing to discourage visitor 
arrivals and departures in the territory, al
though the composition of those arrivals 
has changed markedly and business or 
part-business visitors have increased in 
number relative to tourists. The Chamber 
believes, therefore, that there shou Id be, at 
the very least, no increase in the departure 
tax. It believes the Government should se
riously consider a reduction in the tax to 
further encourage the tourist industry. 
With the continued increase in visitor ar
rivals and departures the loss to revenue 
would not be significant in an overall Bud
getary context. Neither shou Id the hotel 
accommodation tax be increased. 
Tourism is Hong Kong's biggest service 
sector industry and its second biggest for
eign exchange earner. While lower and 
medium tariff hotels are doing well, higher 
tariff hotels are still experiendng relatively 
modest room occupancies. 

First Registration Tax 
The Government carried out a review of 
First Registration Tax on vehicles during 
the year, resulting in the tax being applied 
to retail sales value of vehicles rather than 
their landed cost. Although this was intro
duced as an anti-tax avoidance measure, 
it will result in an increase in tax on some 
imported vehicles. The Chamber there
fore believes there should be no addition
al increase in the First Registration Tax in 
the 1994-95 Budget. 

Tax-loaded fees and Government 
Utility Charges 
The Government should continue its poli
cy of allowing only moderate increases in 
fees and charges at a rate less than the 
rate of consumer price inflation. 

Taxation Avoidance and Evasion 
The Chamber fully supports the measures 
being taken by the Government to com
bat tax avoidance and evasion. It is firmly 
of the view that where a tax is legally 
payable, it should be paid, irrespective of 
any views the Chamber might have on the 
type or extent of any individual tax. The 
Chamber haswatched with particular in
terest the apparent success of the Govern
ment's Field Audit Teams. It believes suc
cess in tackling avoidance and evasion 
helps ultimately to keep taxes lower for 
all those who pay their rightful amounts 
of taxation. 

IN CONCLUSION 

Finally, the Chamber would like to thank 
the Financial Secretary for the opportunity 
of putting forward its views on the forth
coming 1994-95 Budget. It hopes that its 
remarks will be taken into consideration 
in the Financial Secretary's deliberations 
on the Budget content. ■ 

BUDGET 

�����ffl-��&m 0 *•�m&m� 
� lzsl�@lffi &mJ&%Ht-ffiJ � I ¥zf8�i:p-� 
1�1H&:f:J : �tt�ffQ1Pj$�ffl;Jt�r , -wu 
��m•�@m*m�mwT•��-fflPj 
$ �fflfl&,: � fq] ffi N * , � fJg;tJE U � ffi ttg 
�P]$�••�wm�•�•&g;t���� 
1ffi&�71§:fl&*'m3t£i%ib�§!llt 0 

�M�llimT*����&��(H� 
·�w?'5cfN!fl) *' m:3(£ , �tl�{13.Mdr&M

fflM������$ffl��J&A•�•��
ma&•��I�-��� 0 ��i%ib�m
�mT71§:�mitJ,����ffiffl�ffl���
If.�• �Pf,f:��ll��r$:tJ� • �� A•m@
71§:� 0 m••���*A±�lli��tt'*
�m�m�3t£����$3t£�m��m
�¥•�*�A±���*ffl�offiJ��l&
m��Tm*•ill%*�T*Il&A•lzsl�
tE�fil:tUPill@�J&M • l&Mff!�»l�n1PJ�
•J&A&�-����Wlffi&��$3(£o

[jJf ±J�Jrnffi� �lil� 
*m•••mmftfil��ttg��e•ffl

�,lzsl�ff!M� 0 M�§M��mg��* 
��*m�•m*�•§�y•@*mA± 
s9�21JB�1ll*ffi�: Alf'izsli:J%�¥�� 
*m�*�•§*�•lzsl�•*•m�&m
ff!ff��»l�dr•••mm,u�m*�* 

�-
0 �*�m&•mAa�ffi��'MY 

�J&AWffl•��WJ&Affi����-�� 
�fl O �-JJrni , ��ff!:t�1JriMirnmmm , 
*�*�*m�*�mm*'����J&A
�-=**� 0 m�•�*�-�Mifis*m
�-mi�' @�;ftr'@ifi5139Aff:*JllJ,R,/ffi
� 

1t���2m 
l&filtE��IW$M§f�ft�&�fi� 

tt, i?i?,�§f?x!Hcmff!uffi�fJrm��m*fJ 
tt• 0 •�ill�-�&ill;mm»ffi, {_§_ip:t�1JQ 
T$%�P--�-��mg o ��·*• 
i:2-�*4�ff!:t�1JQ§f�1ti2m 0 

i.tlff � J:JHJ�JIUf 
&m�••��m���J&•�•�· 

:t�$i/.<!1tEm-n'4W�fJUi� 0 

�m».�m 

*•�nx��m��-mn¥mm& 

�m�iv�m»ffi••�*•wm��m*� 

ff���·�*$•-��-tt,���
#•*•����-ttg�-��I�'�ffi 
��*�M��n•mm&ill;m•��uM 
�t.l��IDJX'.l'.Bm���A��jfi 

!Ua 
ft�•*•�fflM&�a*•�•ew 

��M�ffl-�����•��M��tE� 
Dffi•��J'll§1JPU�l1: 0 ■ 

The Bulletin November 1993 31



HongkongBank International Trustee Limited can provide security for assets and offers an 

advisory role to Charities, Trust Funds, Foundations and Societies in monitoring asset 

management, assisting in organising fund-raising campaigns, receiving and making 

donations and overall administrative support. 

Wardley Investment Services are currently managing over HK$1.6 billion for Charity 

Funds, Trust Accounts, Foundations, Hospitals, Churches and other Societies. We can 

demonstrate a proven track record of comfortably outperforming both inflation and 

interest rates in Hong Kong in the management of invested assets. 

Together HongkongBank International Trustee Limited and Wardley Investment 

Services offer a complete, sound and highly professional service in the management and 

administration of Charitable Funds. 

Please contact Amy Wong or Yvonne Ling of HongkongBank International Trustee 

Limited on 533 6222, or Stewart Aldcroft or John Cheung of Wardley Investment Services 

on 847 9600. You can also fax us on 845 2024for more information. 

Wardley 
Investment Sernces Limited member HSBC ID group 



CORRUPTION PREVENTION 

No! To 'Guanxi' 
ICAC community relations boss tells businessmen how to deal with it 

E
ddie So Chuen-yee, Independent 
Commission Against Corruption 
(ICAC) Community Relations Di

rector, introduced a new folder to a 
Chamber business luncheon on Septem
ber 30 which he said he would begin to 
distribute shortly to the China trade busi
ness community. 

He began by saying the ICAC is bound 
by law to investigate any part of a corrupt 
act that takes place within Hong Kong ju
risdiction or any activity within Hong 
Kong that faci  I itates a corrupt 
transaction elsewhere. 

The folder, produced by his 
Community Relations Depart
ment,  addresses a question, 
which he says, is often uppermost 
in the minds of businessmen who 
make arrangements for "guanxi" 
payments in Hong Kong to their 
business associates across the bor
der. The question was: Would they 
infringe ·Hong Kong's anti-bribery 
laws if part of the arrangement for 
such payments is made in Hong 
Kong and would the ICAC investi
gate such activities? 
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Eddie So's an
swer: "It is time 
that our business
men said No, col
lectively and loud
ly to "guanxi" and 
got together to 
look at what.could 
be done i'n the 
long term. The 

problem is so large that we as a commu-
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nity must act together to have any hope of 
success. 

"Corruption doesn't pay, especially for 
Hong Kong which prides itself on a hard
earned reputation of fair and open compe
tition with exceptionally high efficiency." 

Eddie So told his audience that be
cause of the large differences between the 
legal systems of Hong Kong and China 
there is no quick and simple answer to all 
situations. 
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ICAC 

The folder was the first of the ICAC's 
follow-up actions to a survey commis
sioned earlier this year on the corruption 
problem involving Hong Kong companies 
with production bases in China. 

The ICAC would also explore ways 
and means of joining hands with China's 
anti-corruption agencies to make inroads 
into the fight against corruption in the fu
ture. 

He said the survey had also found that 
some companies, in order to reduce their 
involvement in bribery and to avoid in
flating operational costs, confined them
selves to signing contracts with minimum 
risks, small in scale and of short-term 
commitment. 

"Put simply, corruption makes long
term, business strategy impossible be
cause it evitably leads to inconsistency in 
the execution of government policy and 
market regulations. It leads to loss of pro
tection for businessmen's rights under the 
rule of law and above all uncertainty 
about long-term costs of operation and re
turn on investment," Eddie So said. 

He went on to say the survey also 
found that in order to avoid getting in
volved directly in bribery, some business
men tried to make their investment ar
rangements and business decisions in 
Hong Kong, leaving the rest entirely to 
their Chinese business partners or local 
people who acted as compradores. 

"The problem about this remote-con
trol is that businesmen stand to lose out in 
operational efficiency as well as manage
ment control," Eddie So said. 

But he said what caused most concern 
to the ICAC from the survey was that most 
businessmen expressed an attitude of res
ignation and tended to regard uguanxi" as 
a necessary evil even when it meant 
adding 3-5% to their. operation costs. 
They saw themselves as victims of this 
malpractice and victims of a cost they had 
to bear. 

Eddie So challenged that they were 
mere victims having no responsibility to 
do anything about the problem. 

"To do nothing about the problem 
would put the largest part of Hong Kong's 
commercial future at stake. Corruption is 
the most unreliable investment tool in the 
long term and those who depend upon it 
put their investments at great risk." 

The ICAC folder, entitled "China Trade 
and Prevention of Bribery Ordinance," 
contains guidelines and suggestions on 
various measures which Hong Kong busi
nessmen can adopt for corruption preven
tion for their businesses in China or any 
other country. 

The ICAC has produced 10,000 copies 
of its folder in Chinese and English and 
will be distributing them to China trade 
companies in the next 12 months. ■
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Complaints of feeling ill by staff in offices seem 
all too common these days. Studies have 
shown that bacteria & fungi growing inside air 
duct-work can cause a 40% drop in productivi
ty and a 30% rise in absenteeism. Ultimately, 
it is the company that suffers from this great 
economic loss. 

The Bactigas service provided by H KO uses 
natural Australian Tea Tree Oil to control the 
bacteria & fungi inside your A/C system. It can 
be implemented in all premises quickly, safely 
and inexpensively, at just 25<t:/sq.ft. a month*. 
Bactigas can make a positive contribution to 
the health and productivity of your staff at a 
very low cost. 

For more information about our expert service, 
please call Clarence Lee at 719 7179 or 
complete this form and fax us at 358 0561 or 
358 2291. 

HONG KONG OXYGEN & Acetylene Company Limited 
D0234, Lot 317, Hang Hau, Clearwater Bay, 
Kowloon, Hong Kong 

,-----------------7 

I 
I 
I 
I 
I 

Please provide us with information or a free 
site study for Bactigas service. 
Hong Kong Oxygen & Acetylene Co. Ltd. 
FAX: 852-358-0561 or 852-358-2291 

I Name: ......................................... , ......................... . 
I Title: ...................................................................... . 
I 
I 
I 

Company: ............................................................ . 
Tel No: ....................... Fax No: ...................... . 
Mailing Address: ................................................ .. 

I .................................................................................. . 
I ................................................................................... . 
L _________________ � 

* Monthly rat� for a 4000 sq. ft. office.
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24-hour crossing
Hong Kong ready with two 24-hour checkpoints at Lok Ma Chau by next April 

H
aider Barma, new Se

. 
cretary for 

Transport, says Hong Kong will 
be .geared up by next Apri I to 

open two round-the-clock checkpoints at 
Lok Ma Chau: But the Chinese side may 
still have its problems. 

He says he expects no snags if the 
Bui Id-Operate-Transfer (BOT ) method is 
adopted for the Northwest railway, the 
same method as Route 3 and the Western 
Harbour Crossing. He thinks the North
west railway could be built by about the 
turn of the century. 

He says one option, in the on-going re
view on taxis, expected to be put to the 
TAC by the end of the year, is a new taxi 
non-transferable I icence. 

He begins by saying: "Our cross-bor
der links, as you know, are: Lok Ma Chau, 
Man Kam To and Sha Tau Kok. Obviously 
Lok Ma Chau is the most important. Total 
volume pf vehicles now is, in round fig
ures, 21,000 cars, trucks, containers vehi
cles, etc. a day. (See box for latest weekly 

statistics available at the time of the inter
view with Haider Barma). 

"At Lok Ma Chau, the number of 
kiosks (cbeck points) is 16 and we have 
recently agreed with the Chinese side to 
open two more from February 1 next year. 

"But what we would like to do - and 
what the Chamber and the trade is very 
interested in - is to have a round-the
clock facility. 

"We on our side certainly support this 
and are ready to start in terms of re
sources, staffing etc. by Apri I next year. 
Obviously, it is not just Transport Branch 
and Transport Department that are in
volved. It is Customs and Excise, Immigra
tion, Pol ice and al I those other col leagues 
who have to be involved. But we are 
geared up to start from April next year and 
we have formally conveyed our concern 
and our interest to the Chinese side. 

"We have explained the reasons for 
the need for a 24-hour crossing. We have 
made proposals to them and I believe 

they are looking at these proposals. Press 
reports have said that they are perhaps 
not quite ready yet but we shall continue 
to lobby them as best we can. 

But you'll be ready next April? 
Haider Barma: "We should be ready 

by April. It is quite a modest start. We 
have only asked them to open two kiosks 
round-the-clock because obviously the 
demand in off-peak hours at night is not 
so great. I think we have got to start on a 
modest scale, assess the demand and 
then deploy resources commensurate 
with the traffic. 

"On the Chinese side, I think you 
probably know better than I do, they have 
their problems. I think we recognise this. 
We have just got to get their cooperation. 
But obviously they have their own prob
lems on their side. T hey have got to do 
their own checks, which are understand
able. T hey have different holding areas 
and that sort of thing." 

"I think what we would like to do as 
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Daily and Weekly Vehicular Traffic 
at Road Border Crossings 

(for the week of 24.9.93 to 30.9.93) 

DATE LOK MA CHAU MAN KAM TO SHA TAU KOK DAILY TOTAL 
24.9 (Fri) 11,248 11,223 2,093 24 564 
25.9 (Sat) 10,596 10,456 1,864 22,916 

+ 26.9 (Sun) 4,214 4,582 616 9,412 
* 27.9 (Mon) 12,147 0 1,517 13,664 
** 28.9 (Tue) 113,221 3,504 3,155 19,880 

29.9 (Wed) 11,565 11,343 2,152 25,060 
30.9 (Thu) 9,726 10,142 1,773 21,641 

Weekly Total 72,717 51,250 13,170 137,137 
Daily Average 10,388 7,321 1,881 19,591 

COMPARISON OF DAILY AVERAGE BETWEEN THIS WEEK AND PREVIOUS WEEK 

Previous Week 9,647 9,251 1,648 20,546 
17.9- 23.9 

% Change over +7.7 -20.9 +14.1 -4.6 
Previous Week 

+ The No. 8 Typhoon Signal was hoisted on 26.9.93 * MKT crossing was closed on 27.9.93 due to heavy flooding
** MKT crossing was re-opened at 1800hrs on 28.9.93
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The Ports of Bremen, and their oper
ating company, BLG, give you a com
petitive edge in the rapidly growing 
European marketplace. 
An extensive network of rail lines, 
roadways and inland waterways link 
Bremen and Bremerhaven with all 
major cities in Central Europe and 
Scandinavia. plus the emerging eco
nomic centers of Eastern Europe. And 
BLG's intermodal specialists chart the 
fastest, most effident and economical 
route to your customers. 
Our open-sea port of Bremerhaven is 
among the world's largest and most 
advanced container facilities. handling 

over a million containers a year. Nearby 
Bremen's massive distribution center 
offers storage, consolidation, assem
bly and packing services to provide a 
steady flow of on-time deliveries. 
BLG's state-of-the-art EDP system 
tracks shipments. monitors ware
house inventory, and can assess the 
condit ion of cargo any w here in  
Europe. Peace of mind is f ur ther 
assured by our duty-free, strike-free 
environment. 
To find out how the Ports of Bremen 
and BLG can make you a winner in 
Europe. contact our Bremen office, 
today. 

aBLG 
BREMER LAGERHAUS - GESELLSCHAFT 

PORTS OF BREMEN AND BREMERHAVEN 

BLG · P. 0. Box 10 79 65 · 0-2800 Bremen 1 

Telephone (421) 398-0 · Fax 1421) 398-3902 · Telex 2 44 840-0 



part of the crossborder long-term prob
lems, is have Route 3 link up through the 
Country Park section from the three bor
der checkpoints. (See diagram). 

Haider Barma turns to other trans
port problems in his interview with The 
Bulletin: 

He says: We published the Railway 
Development Study as a three-month 
pub I ic consultation exercise and it has 
been extended. We have the public's 
comments. Basically, the strategy is for a 
line in the northwest of the NT from the 
border, looping around the Northwest 
and then coming to the Container Port. 

"We are now looking at all the propos
als in a little more detail and we hope to 
have a strategy with clear-cut priorities 
identified by early January or February. 

Apart from that, other options in the 
Railway Development Study that we are 
looking into - and what the public and 
the Shatin District Board has asked for -
is a link from Ma On Shan to Cheung Sha 
Wan, not quite to the Container Port but 
we are looking at that alignment also. An
other priority is the MTR extension from 
Tseung Kwan O to Lamtin. 

"Those are the main rail priorities. 
The others are very very long term. The 
extension of the MTR on the Island 
across to the Southside, which is very 
long term. And, of course, one of the 
most important options is the new pro
posed airport railway from Central all 
the way to Chek Lap Kok. 

"The line to the Northwest, I think, is 
unlikely to come into operation much be
fore the turn of the century. The fact is 
that you need a lead time and it is almost 
1994. You have got to have a study period 
for any project you bu i Id I ike a major 
road or a railway. 

"You have land problems to look into. 
You have got to look into feasability, engi
neering aspects, financial aspects and 
then you have got to decide where to go. 

"Of course for railway projects our ba
sic approach is that, if it's in line with our 
strategy, we would welcome private sec
tor investment. Private sector investment, 
once we do the alignment studies. 

Would that have to have Chinese ap
proval? 

Haider Barma: "Well, if it goes beyond 
1997, obviously. My own view is that if 
it's private sector involvement, then BOT 
(Build-Operate-Transfer) could be applied 
as with Route 3 and the Western harbour 
crossing. The point is really they are un
like other ongoing Government projects 
which straddle 1997 where there may be 
capital expenditure post 1997. 

"BOT implies private investment and 
from that point of view there shouldn't be 
too much of a worry I would have 
thought because at the end of the day, af-

Haider Barma. 

ter the normal 30-year franchise period is 
over, the railway would revert to the Gov
ernment-of-the-day. 

"So they will inherit it and, bearing in 
mind that this is all linked up with trans
port to China, the booming economy and 
the development of Shenzhen, I would 
have thought in principle they must wel
come it. 

"So I don't see any snags. 
"Obviously, on the other hand, with 

Government funding we would have to 
look into the priorities and argue for a pri
ority against other projects." 

Haider Barma says on the question 
whether in our transport strategy there is a 
preference for rail rather than road, the 
answer must be that both systems com
plement each other and both modes are 
essential. 

"Railways have the added advantage 
of perhaps being more environmentally 
friendly, of being faster and of being more 
confortable. Certainly, we need both with 
our predictions on freight." 

Turning to other policy matters, the 
Secretary for Transport says: "Our tremen
dous growth in road vehicles will have to 
be contained sooner or later though in 
keeping with our laissez faire policy obvi
ously we would rather not have any kind 
of control. 

"But this must be subject to capacity 
and being able to cope. With traffic con
gestion the way it is and if vehicle growth 
continues, then obviously we will have to 
look at various options, though electronic 
road pricing has been looked at a decade 
ago there has been some technological 
progress. 

"I think this is now being experiment
ed with in Singapore and certain cities in 
Europe are trying it out. I think it is an op
tion we should study. I'm not saying we 
will do it but it is certainly something we 
must look into. The technology now is far 

TRANSPORT 

more advanced than it was a few years 
ago. 

"If public criticism is that there is too 
much traffic congestion, then let's face 
it, we can't solve this problem by simply 
building more roads. Hong Kong has 
limited land and its very costly. Our ve
hicle density on our roads is among the 
highest in the world. We have flyovers 
over flyovers. 

"I think also it is important to stress we 
have maintained 1985-86 road speeds 
though of course we do have bottlenecks. 
The main black spots are the Cross Har
bour Tunnel, Tuen Mun Highway and per
haps the Container Port area. And there 
are localised congestion problems at peak 
hours. 

"But the fact remains our average 
speeds today are the same as in 1985-86. 
So we are really doing pretty well and that 
shou Id not be lost sight of. 

"I think our proposals to computerise 
and synchronise our computers in our 
traffic light system may achieve another 
10-15%.

Haider Barma says: "We have an on
going review on taxi policy. Again we 
hope to take this to the Traffic Advisory 
Committee (TAC) by the end of the year. 

"One option would be more taxi li
cences. Another would be a different type 
of taxi licence? Perhaps we could have a 
different type of non-transferable licence? 

"Other options we'll have to decide on 
include: In what circumstances could taxi 
drivers refuse a fare? We have to step-up 
police enforcement? The taxi-drivers 
have asked for surcharges in inclement 
weather? Al.I these aspects must be 
looked at  together. 

"One taxi driver complaint is that taxis 
have to wait in queues for a long time and 
then get a short-distance fare which takes 
up a lot of their time. So they would 
rather go long-distances. 

"Taxi fares in Hong Kong I think are 
still quite reasonable. There has not been 
a fare rise for two years. I think what we 
must do is maintain the differential be
tween bus and taxi fares. I think there is 
grounds for having the flagfall at a reason
able level. 

He says: "Complaints about Citybus 
had declined in the last month. On 
minibuses the policy is to convert red mi
nis to green on scheduled routes with 
fixed fares. About one-third have been 
converted. 

"We are looking at better and faster 
ferry services, with catamarans and jet
foils. We are trying to get all the opera
tors to coordinate and integrate their tim
ings with the ferries. Light rai I, pub I ic 
light bus operators, and KMB are meeting 
so that commuters can get to town within 
an hour." ■
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All-China Federation 40th 
anniversary 

A
Chamber delegation, comprising 
Maria Cheung, Denis Lee and 
Alessandro Serpetti, flew to Bei

jing to join the celebration on October 18 
of the 40th anniversary of the founding of 
the All-China Federation of Industry and 
Commerce (ACFIC). 

The Chamber delegation was received 
by Jing Shuping, incumbent Chairman of 
the ACFIC and other senior officials. 
These included Lu Ruihuan, a member of 
the Standing Committee of the Political 
Bureau and Chairman of the Chinese Peo
ple's Political Consultative Conference; 
Wang Zhaoguo, head of the United Front 
Work Department; Chen Xitong, Secre
tary of the Beijing Municipal Committee; 

Maria 
Cheung 
was 
received by 
Wang 
Zhaoguo, 
head of the 
United 
Front. 
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Lu Ping, Director of the HKMAO, proposes a toast to Maria Cheung and 
Denis Lee. 
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Lu Ping, Director of Hong 
Kong and Macau Affairs Of
fice (HKMAO); Wang Qiren, 
Deputy Director of the HK
MAO; and Chen Zuoer, Di
rector of the First Depart
ment, HKMAO. 

During the visit the 
Chamber delegation estab-
1 ished a friendly relation
ship with various overseas 
Chinese delegations. ■ 

Chairman Jing Shuping and 
Huang Guangying are pictured 
with the Chamber delegation. 
��:i!' ' iU\:��fc�lllfttl 
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The Chamber delegation at the celebration ceremony. 
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CSI INTERNATIONAL CONFERENCE 

Call for support. 
New GATT boss asks 
Auckland CSI Conference 
to help save Uruguay 
Round and HK team is 
first to respond 

A
pre-recorded, 10-minute video 
from the new GATT Director
General, Peter Sutherland, fol

lowed by an on-line 20-minute question
and-answer tele-conference highlighted a 
special session of the Ninth International 
Conference of the Coalition of Service In
dustries in Auckland, NZ, last September. 

In the 10-rninute video Peter Suther
land gave a frank assessment of the situa
tion and prospect of the Uruguay Round 
of world trade negotiations. He called for 
support  to ensure the success of the 
Round from the 54 delegates from six 
countries (Australia, Canada, New 
Zealand, Hong Kong, United Kingdom 
and the United States) who attended the 
Auckland conference. 

The Hong Kong team - Dr W K Chan, 
H KCSI Secretary, H KCSI Executive Com-
mittee member, John Chan, and General Auckland from the waterfront. •�M-:& 
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CSI CONFERENCE 

Full text of HK-drafted resolution 

T
he 1993 Internat
ional Conference of 
Coalitions of Service 

Industries, representing 
three-quarters of employ-
ment in the developed 
world and over one-quarter 
of total world trade, in 
Auckland on September 24, 
hereby resolve: 

conviction that multilate
ral ism is the essential frame
work of global economic 
well-being. 

2. To make a unified call
to world leaders to display 
the statesmanship and 
courage necessary to over

come the vested interests of 
a vocal minority, for the 
greater benefit of the majori
ty of consumers and of the 
global community, it will be 
a singular indictment of 
world's leaders if they fail to 
rise to this occasion. 

Agreement of Trade in Ser
vices _will include adequate 
initial commitments of tan
gible commercial value in a 
broad range of sectors, as 
the first step in an ongoing 
process of multilateral ser
vices trade liberalisation. 

and private sectors vocally 
and forcefully. 

Signed by: 
- Australian Coalition of
Service Industries.

- Services Exporters'
Committee, Canada,

- European Community
Services Group,4. To remain firmly com

mitted to making the service 
agreement an integral part 
of a Uruguay Round pack
age that provides major ad
van acements across other 
areas of trade liberalisation. 

- Hong Kong Coalition
of Service Industries,

- Liberalisation of Trade
in Services Committee,
British Invisibles,

- New Zealand Coalition
of Service Industries,

1. To give their unre
served support to GATT Di
rector-General Peter Suther
I and and the Contracting 
Parties in their effort to bring 
the Uruguay Round to a 
constructive conclusion by 
December 15 1993, in the 

3. To pledge to work to
gether to ensure the General 

5. To make the case in
favour of the Uruguay 
Round to their governments 

- US Coalition of Service
Industries. ■ 
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Dr Chan moves the Hong Kong-drafted 
Conference Resolution supporting Peter 
Sutherland in his fight to complete the 
Uruguay Round by December 15. 
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The questions put to 
Peter Sutherland 

of the private sector? 
Peter Sutherland agreed 

that the CSls should ensure 
adequate commitments are 
provided in the services 
package. However, service 
firms, eg in financial ser
vices, that want to see more 
commitments must realise 
that there is a quid pro quo. 
If there is no movements in 
textiles, agriculture, etc., 
then there wi 11 be less com
mitment in services. Thus 
the CSls should not only 
take a position on services 
but also press the major 
countries (US and EC ) to 
make positive moves in oth
er areas as well. 

7. What should the pri
vate sector, especially the 
Coalitions of Service Indus
tries, be doing at this stage 
to contribute to a successful 
conclusion of the Round? 
What are the pressure points 
which a co-ordinated pri
vate sector should exert? 

Peter Sutherland said 
negative forces are more po
tent than those that are more 
positively inclined, eg the 
agricultural  lobby is ex
tremely negative and vocal, 
and so is the textile lobby. 
He sought support from 
those who have the most to 
gain,  ie the services. He 
urged them to communicate 
forcefully and publicly with 
their governments. 

2. What do you see are
the main problems areas in 
the draft Services Agree
ment and how do you see 
these being resolved? 

Peter Sutherland said 
David Hawes, acting chair
man in charge of the services 

negotiations, has given a very 
positive report, so Peter 
Sutherland is optimistic it will 
move forward despite the 
cloud over agriculture. There 
are few issues outstanding on 
services and the text will be 
ready in a few_ days time. 
Services is not an area of 
blockage but there will be no 
package without an overall 
agreement, as "nothing will 
be agreed until everything is 
agreed." He is now more 
concerned about the overall 
than with services. 

3. In the context of
stronger regional trade ini
tiatives how does the CATT 
ensure that such regional
ism will develop construc
tively and not undermine 
multilateral ism? 

Peter Sutherland said if 
the Uruguay Round fails, 
then there will be a negative 
and destructive develop
ment of regionalism. At pre
sent the EC and N AFTA have 
to conform to multi lateral 

rules and are not permitted 
to be inward looking or pro
tectionist. Unfortunately, 
they have the potential to 
become negative and it will 
be frightfully destructive if 
their inward looking nature 
is allowed to develop in the 
event that the multilateral 
framework fails. Regional 
development is welcomed 
but it must be trade-creating 
and constructive. That is 
why it is necessary for the 
Uruguay Round and multi� 
lateralism to succeed. If the 
Uruguay Round fails there 
will be nothing to prevent 
the negative forces. The cru
cial thing is the survival of 
the multilateral system. 

4. The initial commit
ments made in the services 
negotiations are what gave 
the Services Agreement tan
g i b I e commercial value. 
What is being done to en
sure that the package of ini
ti a I commitments will be 
sufficient to win the support 

5. If the parties cannot
reach an agreement by De
cember 15 what are the 
next steps? 

Peter Sutherland said the 
contracting parties genuinely 
want to call it a day if there is 
no agreement by December 
15. If the Uruguay Round
fails, then multilateralism is
at best on hold. At worst it
will disintegrate into region
alism and nationalism which 
is the logical outcome as 
multilateralism is unlikely to 
remain intact. ■
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Chamber Director, Brig Ian Christie - rose 
at once to Peter Sutherland's challenge. 

The HK team asked the first three of 
the five questions of the G ATT Director 
General at the tele-conference and im
rnediately afterwards proposed that the 
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CSls should give the GATT Director-Gen
eral maximum support through a joint 
statement and press release. 

The US team undertook to draft the 
press joint statement while the Hong 
Kong team was given the task of drawing 
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up "a tough Conference Resolution in 
consultation with the other CS ls." The 
Resolution thus produced was then 
moved by Dr W K Chan, HKCSI Secre
tary, and unanimously adopted at the 
Conference concluding session (see box). 
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Importance of a UR 
positive outcome 

W 
hat was once con
sidered unimagin
able now looms as 

real. The GATT's Uruguay 
Round (UR) could fail. The 
nature of the UR negotiations 
are now so interlinked it is 
impossible to delink the row 
over agriculture. 

If the Round fails GATT's 
credibility will be seriously 
hurt. At worst, GATT could 
disintegrate with the rise of 
regional trading blocs. 

These negative views 
were expressed at a Cham
ber media discussion on 
October 14. The discussion 
was designed to boost pub
lic awareness of the impor
tance of a positive outcome 
of the UR. 

But it began by Brig Ian 
Christie telling the media 
representatives of al I the 
positive things about GATT 
and how it had helped, and 
could continue to help, 

Hong Kong. 
GATT, he said upon his 

return from the annual inter
national CSls conference in 
Auckland, was a shining ex
ample of a really successful 
multilateral trading system. 

He said under the system 
world tariffs had been re
duced from 40% in 1948 to 
an average 4.7% today. Cur
rent world trade stood at 
USD4.7 trillion (USD4,700 
billion). Of that amount, 
USD3,700 billion is mercan
tile trade and USD960 bil
lion is trade in services. 

Between 1950-75 world 
trade expanded under the 
GATT by 500%, twice as fast 
as world productivity. 

"It merely goes to prove 
that a multilateral trading 
system does work if given 
the opportunity," Brig 
Christie said. 

"Given continued favour
able trade environment, world 

The press 
conference. 
12:lHlHtO 

fflfitl;� 

trade is set to con
t in u e to expand 
just as fast in the 
future. But in order 
to achieve that we 
now have to up
date GA TT to pro
vide wider cover
age and increased 
market access. 

The speakers at the press conference: Brig Ian 
Christie, Chamber Director and and Assistant 
Director W K Chan. 
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"And that's 
what the Uruguay Round is 
all about," he explained. 

Brig Christie said that last 
year Hong Kong's share of 
mercantile world trade was 
3.2%. and of world trade in 
services 1 .6%. 

"We are the world's 1 0th 
largest mercantile trading 
entity (goods) and we are the 
14th trading entity in terms 
of services." 

The press conference 
then heard a 10-minute 
video in which Peter Suther
land, the new director gener
al of GATT, gave his assess
ment of the importance to 
world prosperity of the suc
cessfu I conclusion by De
cember 15 of the Uruguay 
Round. 

He said the Uruguay 
Round was to improve the 
multilateral trade system and 
establish a new basis on 
which human society in its 
economic activities could 
advance by rules and by 

governments adopting ob
jective principles in their 
trading and economic rela
tions between peoples. 

Dr W K Chan, secretary 
of the Hong Kong Coalition 
of Service Industries (HKCSI) 
said the Hong Kong econo
my comprised 85% of ser 
vice industries. It was now 
services driven. Studies 
jointly by the OECD and the 
World Bank found that if the 
UR was successful world 
economic output wou Id in
crease every year by as 
much as USD210 billion. 

He said: "This probably 
is an underestimate because 
the full extent of services lib
eralisation has not yet been 
taken into account. But even 
just from the USD210 bil 
l ion extra output there 
would be a lot of opportuni
ties for Hong Kong being a 
trade dependent economy 
and being an economy that 
exports its services. 
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"Hong Kong cannot but 
benefit from a positive out
come of the Uruguay 
Round," he asserted. 

Dr Chan said at the same 
time a positive outcome of 
the Round will mean that 
GATT will become a more 
attractive institution for Chi
na to rejoin. 

He told the press confer
ence: "We are genuinely 
worried that the Round may 
not be concluded because 
the difficulties are really very 
substantive." 

The nature of the negotia-

tions are such that they are so 
much interlinked that it is now 
impossible to delink agricul
ture from the rest. If the Round 
fails GATT's credibility will be 
seriously hurt. At worst GATT 
will disintegrate. 

Previously there was the 
assumption that may be the 
status quo could be main
tained. But now there is a re
alisation that the status quo 
will not be maintained. In re
cent years there has been a 
major development in the 
formation of regional eco
nomic cooperation. 

"This could be a positive 
development but only if it is 
under a multilateral frame
work. Without the GA TT re
g ion a I developments could 
very easily turn inward
looking, negative and pro
tectionist. 

"Should that happen, Asia 
will be the natural target of a 
recession-torn Europe and 
America. China and Hong 
Kong being the major growth 
areas in Asia will be at the 
receiving end of more and 
more anti-dumping accusa
tions and more and more 

CSI CONFERENCE 

unilateral p rimitive mea
sures." 

He said the temptation 
would as a result be too big to 
resist. Asian countries would 
form their own Asian trading 
bloc. What was once consid
ered unimaginable now 
loomed as something real. 

"This is why we are trying 
from the private sector's 
point of view to do as much 
as we can to influence the 
policy makers and the nego
tiators," Dr Chan said. 

He appealed to the Media 
to help spread this message. ■
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The HKCSI is following up the resolu
tion with the Hong Kong Government 
and the media. To facilitate this, the New 
Zealand CSI will be producing copies of 
Peter Sutherland's video as well as a tran
script of the tele-conference. 

Reporting some thoughts and evalua
tion on the Auckland CSls' conference, 
Dr Chan, on his return, told The Bulletin: 

• The session with Peter Sutherland
was both substantive and rewarding as it 
led to a concerted effort by the CSls in 
pushing for a constructive conclusion to 
the Uruguay Round. It has also proven 
that the CSls are an effective movement in 
the making of international trade policy •. 

• The Conference participants came
from a good number of countries, though 
there were no respresentatives from Ar
gentina, India nor Sweden who used to be 
present. The over al I number of partici
pants was disappointing. However, this is 
compensated for by the high quality of 
delegates, the majority being high-level 
representatives from the private and pub-
1 ic sectors. 

NZ CSI chairman, Trevor Roberts(left) and 
keynote speaker Robert Kelly (Arthur 

Anderson) at the opening session. 
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Land of geysers and 
volcanoes 
'i':ttl!ir-iPJIJU!tk 1-LJIII El �-.Ii\: 

The Maoris were the 
original Polynesian 

inhabitants of NZ 
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• It is disappointing to learn that the 
Swedish CSI has been disbanded due to 
the prolonged economic recession there. 
Also, that the Director General of the 
New Zealand CSI will be stepping down 
next March. 

• On a more positive front, the Cana-

The HKCSI team 
in Auckland 
(from left) John 
Chan executive 
committee 
member, Brig 
Ian Christie, 
Chamber 
Director and Dr 
W K Chan, 
HKCSI Secretary. 
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dians have reorganised themselves under 
the name of the Services Exporters' Com
mittee from the now defunct Canadian 
Association of Service Industries. The new 
group looks very promising under the 
leadership of Dorothy Riddle. 

• The future of the international CSI 
movement requires some thought. In 
some quarters in the US, the CSI is per
ceived as temporary, albeit an extended 
movement. Hence the name "Coalition." 
Despite this, it seems almost certain that 
there will be an increased level of activity 
of the CSls whatever the outcome of the 
Uruguay Round. If the round is successful 

it will set off a liber
alisation process 
which will demand 
more, rather than 
less, private sector 
participation. If the 
Round fai Is, a pri
vate sector forum 
wi II be needed to 
continue work on 
trade Ii bera Ii sation 
against the expect
ed surge of protec
tion ism. 

• Some Coal i
tions have succesfu I ly developed an 
agenda beyond that of trade policy, no
tably Australia and Hong Kong. There 
should be more cooperation among CSls 
in other areas, such as statistics, quality, 
productivity and business opportunities 
which the HKCSI is currently working on. 

• Finally, Dr Chan says: "Like other
previous conferences, there was a slight 
degree of confusion in the NZ Confer
ence between trade policy (ie the 
Uruguay Round and GATS) and substan
tial business opportunities. The CSls have 
shown themselves to be an effective lob
by group in international trade policy but 
at the same time they want to include 
more business-oriented subjects in order 
to attract a bigger audience to the Confer
ence. As a result the focus of the Confer
ence may become less clear. It remains a 
challenge for future organisers to find a 
theme that is spot-on, that unites all CSls 
and that is popular among businessmen." 

At a directors' meeting on September 
24, Ian Christie said he would contact the 
International Chamber of Commerce 
(ICC) for support for the Auckland resolu
tion on the Uruguay Round. 

As the Sweden Coalition has disband
ed the 10th annual international confer
ence cannot be held in Sweden. Mar
garet Wigglesworth of the US Coalition 
undertook to sound out British Invisibles 
as a possible UK host. 

Ian Christie said he wou Id approach 
the ICC. As a fallback position he offered 
to hold the conference in Hong Kong. ■



Marketing Trade 
in Services 
A paper presented to the Ninth Conference of 
Coalitions of Service Industries by Dr WK Chan 

A
ccording to the maxims of Marx
ism, Leninism and the Thoughts 
of Mao Zedong, services, includ

ing trade, are unproductive industries. 
Trade in services is doubly unproductive. 
To talk about "marketing trade in ser
vices" will be like talking blasphemy. 

Yet the promotion of cross-border ex
change of services is one of the most im
portant tasks today. It can be said that the 
General Agreement on Trade in Services 
(GATS) is all about the global promotion 
of trade in services. 

I do not wish to enter into a conceptu
al exploration of marketing or trade, so let 
me start off with a concrete example. 

There was a seminar last week in 
Hong Kong about Chek Lap Kok, the 
planned replacement airport.  Hong 
Kong's present airport is in the middle of 
town and is fast approaching saturation. 
A new airport is being bu i It and wi II 
hopefully be operational in 1997. Con
current with the new airport, nine major 
infrastructure projects are under way, in
cluding a rai I way, bridges, roads and 
reclamation. Together, these ten "airport 
core programme" projects will cost US 
Dollars 20 billion. The Chinese and 
British governments are disagreeing over 
the financing arrr,ngement of the new air
port, but it is widely believed that a satis
factory arrangement is now imminent. 

The Chek Lap Kok international airport 
is a project of a major scale, particularly 
as it is to be built on land which does not 
already exist, and as it will be accompa
nied by a brand new railway, a new town, 
a new motorway, and a bridge longer 
than the Golden Gate. There is no way 
Hong Kong can build it on its own. We 
have to count on expertise from all over 
the world, hence the seminar last week, 
which was presented jointly by the Provi
sional Airport Authority and the Hong 
Kong General Chamber of Commerce. 
The seminar was about the 500 licenses, 
contracts, and agreements which will be 
executed up to the opening of the new 
airport. Needless to say, the seminar at
tracted a large audience, many of them 
from overseas. 

Following from that event, I wish to 
make a few comments about marketing 
trade in services. 

Trade a two-way process 
First, the seminar provided a level playing 
field for businesses from around the world 
to learn about opportunities in the new 
airport and to compete for projects. As 
such it is a fine example of marketing 
trade in services - an event to promote 
import of services into Hong Kong. We 
did the seminar because we wanted the 
best providers of services to come forward 
for the construction of what we hope will 
be one of the best airports in the world. 
We were, therefore, looking to buy the 
best services that are offered in the global 
market. 

Often when one talks of promoting 
trade, one means promoting exports. Our 
seminar, however, is about promoting im
ports. The point I want to emphasis is that 
trade is a two-way matter - buying and 
selling. If we are serious about promoting 
trade in services, we should be commit
ted to trade as a two-way process. I am 
not suggesting that we should be promot
ing other people's exports - they have a 
duty to do so themselves - but I do believe 
that we should welcome, rather than re
sent, competitors from abroad. We should 
be prepared to persuade our governments 
that trade in services - not just exports of 
services - is beneficial to us. We should 
be a participant, rather than just a specta
tor, in the multilateral trade negotiations 
that seek to liberalise trade in services. 

It is not difficult to imagine how, when 
we market our services abroad, we often 
come across vested interests. It is not just 
a matter of economics - of letting the mar
ket choose on the basis of qua I ity and 
prices - but of politics, as various groups 
lobby for their own interests. Sometimes, 
inevitably one has to lobby and negotiate 
in order to win a fair deal. In doing so, 
however, we should make sure that our 
economics is not undermined by our own 
politics. If it makes right economic sense 
for others to buy our products or services, 
it is poor politics if we cannot get this 
message across other than by force or 
threats. 

To make it more explicit, if you have a 
good service to sell abroad, you should 
not be protecting it at home. Being a pro
tectionist at home will do your marketing 
abroad no good. 

CSI CONFERENCE 

Quality 
Let me now return to the abovementioned 
seminar. It set out the process by which 
contracts for the new airport are selected. 
All commercial licenses are subject to the 
same "three-phased license award pro
cess", namely market assessment, busi
ness plan development, and final business 
plan negotiation, which can be sum
marised as follows: 

(1) Market Assessment phase:
• Advertise for expression of interest 
• Evaluate responses 
• Discussions with proponents 
(2) Business Plan Development phase
• Issue draft business plan
• Exchange comments and views 
• Invite business plan submission 
• Issue final business plan brief
(3) Negotiation phase
• Evaluate business plans 
• Rank proposals on their ability to

meet commercial objectives
• Licence execution
The Provisional Airport Authority of

Hong Kong has made it clear that all busi
ness opportunities will be advertised 
worldwide and open to all companies to 
compete for. Each bid will be evaluated 
on the basis of project experience, com
pany management and organisation struc
ture, project management systems, quali
ty assurance practice, safety record, and 
financial soundness. It is a process de
signed to ensure that the best firms get the 
jobs, and quality is the ultimate criteria 
for selection. In ensuring that the best 
quality is obtained, the Provisional Air
port Authority will favour firms that are 
committed to total quality management, 
and that operate on ISO 9000 or equiva
lent management system, It is a pity that 
in this region, TQM is more talked about 
than practised, and that there is still very 
little understanding about ISO 9000, 
much less its application to services. 

Without belittling the techniques of 
marketing, on a level playing field, it is 
quality that eventually counts. T he focus 
on quality and productivity in this Confer
ence is therefore very appropriate. 

Information 
To go back to the seminar again, my 
third point is that it was an open seminar 
designed to disseminate the maximum 
amount of information to the biggest au
dience. 

We all recognise that this is an age of 
information. Access to the right informa
tion is often the most vital part in promot
ing our services, particularly in the cross
border context where communication is 
so easily hampered by cultural barriers. 
Ultimately, successful deals result from 
meeting the right people. But before the 
right people are met, one has to attend the 
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right seminars, read the right journals or 
directories, or dial up to the right elec
tronic network. 

T he Hong Kong Coalition of Service 
Industries has suggested that some form of 
international electronic links on business 
opportunities should be established. The 
reaction from other CSls have not been 
very enthusiastic, but we shall persevere. 

To summarise, the three points I have 
highlighted are these: Show a commit
ment to trade; compete on quality; and 
improve access to information. 

Before concluding, as this Conference 
is very much about practical business, it 
will be inappropriate of me if, having 
mentioned business opportunites in Hong 
Kong's new airport, I do not tell you more 
about them. 

Business OP-portunities at 
Hong Kong s new airport 
Basically there are two types of projects 
and opportunities: those arising from con
structing the airport, and the ongoing 
businesses generated by the airport after it 
is open. 

During the construction phase which 
will last up to 1997, there will be some 
500 licences and agreements comprising 
the following: 

T he most time-critical (Negotiations 
are already under way so it will be too 
late for other firms to be involved): 

• Aviation fuel service system
• Air cargo terminal
• Aircraft catering service 
• Aircraft maintenance services
• Airport airline use agreements

Becoming time-critical 
(a total of 450 agreements): 
• Electric supply
• Gas supply
• Water supply 
• Waste disposal services
• Public transportation services 
• Airport employee transport 
• Sewerage disposal services 
• Vehicle parking 
• Government buildings 
• Government terminal facilities 
• Terminal maintenance services 
• Terminal office facilities 
• Terminal retail facilities 
• Terminal baggage handling services 
• Air carrier ground handling services 
• Air carrier security services 
• Air carrier operational facilities 
• Aircraft fixed ground services 
• Into-plane refueling services 
• Ramp handling services
• Passenger, crew and delayed 

baggage transportation 
• Unaccompanied baggage service 
• Terminal catering services 
• Passenger lounges 

Not yet time critical (30 agreements): 
• Petrol fil Ii ng stations 
• Airport employee services 
• Ground support equipment 

maintenance 
• Freight forwarding development 
• Express air cargo services 
• Ferry terminal & service 

development 
• Retail development 
• Executive aviation facilities 
• Convention and exhibition centre 
• Hotel development 
• Office development 

The above represent a lot of different 
businesses and services. The entire air
port project is estimated to cost some 
USD 8 billion (in 1991 prices) to build. 

When the airport opens in 1997, the 
commercial opportunities generated just 
by the Airport Corporation will amount to 
USD 49 million worth of goods and USD 
51 million worth of services every year, 
consisting of the following: 

Goods: 
• Utilites
• Fuel & lubricants 
• Operating supplies 
• Office supplies 
• Non-project construction 
• Repair & maintenance material 
• Motorised equipment 
• Vehicles & parts 
• Machinery & equipment 

Services: 
Building operations (USD 29 million) 

• Janitorial 
• Baggage operations 
• CIP lounge operations 
• Automatic people mover operati 

on & maintenance 
Equipment maintenance 
(USD 8 million) 

• Lift maintenance 
Travelator maintenance 

• Loading bridge maintenance 
System maintenance (USD 9 million) 

• Fire system 
• Electronic systems 
• Access control 

Other services (USD 6 million) 
• Professional consulting 
• Insurance 
• Equipment leasing 
• Landscape 

I hope I have done enough marketing 
and you will feel interested to take part in 
the exciting projects in Hong Kong. 

(Interested parties may contact the Pro
visional Airport Authority at 25th Floor, 
Central Plaza, 18 Harbour Road, Hong 
Kong. For enquiries concerning business 
opportunities, the hotline number is: 
(852) 824 3233, or  fax to (852) 824
3383.) ■
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BRAZIL 

Brazilian bankers bid to 

build Asian base 
Banco Bamerindus do Brasil may seek to establish representative 
office in the territory. 0 ne of Brazil's biggest banks, the 

Banco Bamerindus do Brasil, is 
exploring the possibility if estab

lishing a representative office in Asia, pos
sibly in Hong Kong. 

Chairman of the group, Mr Mauricio 
Schulman, indicated the Bank's interest in 
Hong Kong during a recent visit to the 
Chamber. 

Mr Schulman attended a meeting at 
the Chamber chaired by the Hong Kong 
Chinese Bank group's, Mr Roger Lacey, 
and attended by several Chamber mem
bers and staff. 

He was accompanied in his Chamber 
visit by Banco Bameri.ndus' Director and 
Chief Executive Officer, Mr Belmiro 
Valverde Jobim Castor, its International 
and Corporate Director, Mr Anthony Pain 
and London Representative, Mr John M. 
Pope. 

Both Mr Schulman and Mr Castor indi
cated that links between Brazil and Asia 
had grown significantly since B(azil be
gan to open its economy to greater trade a 
couple of years ago. 

They expressed confidence that the 
links between the South American coun
try and the Asian region would continue 
to grow in terms of both trade and invest
ment in the years ahead. 

Growing banking links with Brazil: Mauricio 
Schulman and Roger Lacey. 

����-�fflfi�*�B���:ffffl�•ffl 
Wi 

Mr Schulman said it was for this rea
son the Banco Bamerindus was examin
ing the possibility of establishing a repre
sentative office in the region. 

He expressed confidence in the 
Brazilian economy's continued expan
sion and opening to international trade 
and investment. 

The Banco Bamerindus representatives 

also expressed great interest in develop
ments ._in the Hong Kong and Chinese 
economies. 

They were briefed on the Chamber's 
operations by the Chamber Director, 
Brigadier Ian Christie, on banking in 
Hong Kong by Mr Lacey and on the Hong 
Kong economy, by the Chamber's Chief 
Economist, Ian K. Perkin. ■ 
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FRANCHISING 

Conversions & Branchising 
An Opportunity 

F
ranchising, in its simplest form, is 
a license from the owner (the fran
chisor) of a trade or service mark 

permitting the user of the mark (the fran
chisee) to market a product or service un
der that name in compliance with some 
type of prescribed system. 

It is a technique for the distribution 
and marketing of goods and services 
which has been successfully implement
ed by companies nationally as well as in
ternationally. The fundamentals behind 
franchising are similar to that which gave 
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rise to the growth of chain stores i-n the 
early 1900's - namely, uniformity of prod
uct and service, wide recognition of a 
tradename, and the realization of 
economies of scale allowing for lower 
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Examples of American franchises: Candy Shop, 
Games Centre and Environmental Services. 
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costs of operating (including promotion of 
the business). 

Conversion Franchising 
The most familiar franchise format has 
been the so called "one-on-one" fran
chise whereby the franchisor grants to an 
individual the right to use the franchisor's 
trademark and system-for the operation of 
a business at a single location. A varia
tion on this form of f ranchising -
"conversion franchising" - has become 
increasingly common. 
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Participants at tlle slide briefing. ��'ii'�1.Ja:'l 

Briefing on 
American 
franchises 
The Hong Kong Franchise Association 
(HKFA) jointly with the Hong Kong 
Productivity Council (HKPC) organised on 
September 23 a Cantonese slide briefing on 
American franchises. HKFA manager, 
Charlotte Chow, the HKPC's Peter Mok and 
Joyce Mak, from US Foreign Commercial 
Service, put the pros and cons of 
franchising to the participants and 
illustrated the types of franchises in which 
Hong Kong investors might be interested. 

Simply stated, conversion franchising 
involves the conversion of an existing in
dependently-owned outlet to a franchised 
unit operating under the controls estab
lished by the franchisor. This differs from 
the traditional single unit franchise since 
in that case the franchisor initiates the de
velopment of its presence in each new lo
cation through a franchisee who typically 
was not previously an independent opera
tor of a similar business. 

The most significant advantages and 
disadvantages to the franchisor when 
converting existing outlets to franchised 
units are as follows: 

• In places like Hong Kong where it is
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Charlotte Chow and Peter Mok. 
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not easy to access prime retail loca
tions, conversion franchising pro
vides the franchisor with access to 
locations otherwise not available. 

• The need for the franchisor to 
pro�ide detailed training and super
vision is reduced in respect of a 
converted unit. The franchisor has 
the added benefit of having a veter
an entrepreneur on the franchise 
team who may be able to provide 
fresh, new ideas and ways of oper
ating the business. 

• The franchisor realizes immediate
income because the franchisee is already 
operating as a going concern on conver
sion. There is no time involved in negoti
ating leases or, where applicable, await
ing the grant of operating licenses. Lastly, 
there is no "start-up" period that is typi
cally involved with a newly-established 
business. 

• The franchisor will not, however, be
in a position to "control" a converted lo
cation, since the franchisee will have al
ready entered into a lease agreement 
when the business commenced and likely 
will be reluctant to relinquish control of 
the premises. 



FRANCHISING 

• The franchisor also "inherits" the
franchisee's independent attitude which 
could come back to haunt it. There will 
be the need to "tame" the converted fran
chisee which, sometimes, is an insur
mountable problem. 

• In addition to inheriting the fran
chisee's entrepreneurial spirit, it can indi
rectly be affected by the franchisee's past 
debts, old employees, bad habits and cus
tomer ill-will which may have shrouded 
the previous business that was operated. 

Franchisors need to weigh the pros 
and cons of conversions. Although the 
costs of converting existing outlets into 
franchises are generally less than starting 
from scratch, there is the need to carefully 
assess the target franchisee's ability and 
willingness to participate in and benefit 
from the franchise network. 

Branchising - The Flip Side 
Mature companies are discovering that 
converting their company-owned branch 
stores, offices or warehouses to indepen
dently owned franchised units often al
lows for more profitable and rapid 
growth. In some cases, branchising may 
be the only sensible growth alternative for 
such companies. 

The more traditional method of corpo
rate expansion, by simply increasing the 
number of company-owned branches, is 
often a slow and expensive process. It re
quires large capital outlays for securing 
locations, fitting-out costs, inventories 
and overall operating and administrative 
expenses. 

The corporate "chain" must continual
ly hire more permanent staff which adds 
to the managerial burden. Although the 
corporation benefits as a whole· from the 
potential gains of expansion, it must also 
assure the increased business risk. 

Branchising allows a mature company 
to repatriate its invested capital from the 
sale of existing outlets, which may well 
represent a major asset of the company 

Two books 

available in 

Chinese 

The Hong Kong Franchising Association is 
publishing in the Chinese language two 
books on franchising. They are translations 
of Martin Mendelsohn's "How to Franchise 
your Business" and "How to Evaluate a 
Franchise." Articles relevant to franchising 
in Hong Kong and in China are included in 
the two books, scheduled to be available 
for sale early this month in bookshops and 
at the HKFA Secretariat, HKGCC, 22nd 
Floor, United Centre, 95 Queensway 

while still allowing it to maintain an on
going profit stream through royalties and 
service fees. 

The funds required for each outlet's 
renovation and working capital ar.e pro
vided by the franchisee, thereby reducing 
such costs to the franchisor. Similarly, 
the responsibility for hiring and supervis
ing employees at the outletis that of the 
franchisee. In this way, the company 
which has chosen to franchise its outlets 
can open more outlets without putting a 
strain on its capital and management re
sources. 

More significantly, increased sales in 
the order of 25% to 45% have been expe
rienced by chains that move ownership 
into the workplace. Given that the fran
chise owner carries the principal financial 
burden of the outlet, there is no question 
that he shall be far more motivated to see 
the business succeed than most corporate 
managers will ever be. 

Having the owner/operator on the 
premises is one of the major reasons for 
potentially higher profitability of fran
chised outlets. The presence of the fran
chisee whose investment is at stake and 
who has a vital interest in the bottom line 
can ensure that the day-to-day details of 
the business will be handled properly and 
efficiently. 

Such personal involvement usually re
sults in better customer relations in fran
chised locations than in company-owned 
branches becaues owner/operators gener
ally have a clearer understanding of the 
significance of good customer relations 
than salaried staff. 

Although there are unquestionably nu
merous benefits of branchising, it is not 
the answer to al I corporate problems. 
There are many different considerations 
to grapple with when implementing a ful
ly integrated franchise sales program as 
compared to those when expanding 
through the pro I iferation of corporate 
branch outlets. ■
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AEROFLOT 
� Russian 

--�- International Airlines 

For Reservation, Ticketing & Cargo-Spare Booking. 

Please contact your Travel Agents. For detailed informations, please call: 
AEROFLOT Hong Kong Office Tel: 537 2611 

G.S A.-Global Union Express ( H.K ) Tel: 845 4232 
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TELECOMMUNICATIONS 

8888 8888 
Forget the Number One car plate. The most coveted 
number will be 8888 8888, and it will be a telephone 
number, says Dr Chan Wai-kwan, Secretary of the 
Hong Kong Coalition of Service Industries (HKCSI) 
and an Assistant Director of the Chamber. 

T
he number will be worth a lot of 
money, because: 
• It has the number 8.

• It has not just one, but 8 number 8s.
• It wi 11 be a "personal telephone

number." 
But isn't every telephone number "per

sonal"? Yes, but under a new numbering 
plan for telecommunications services in 
Hong Kong, "personal number" will ac
quire a new meaning. "My telephone 
number" will mean, literally, that the 
number is-mine. 

Most of us have more than one tele
phone number: a residential line and an 
office line. In addition, it is not unusual 
for someone to also have a mobile phone 
number, and a pager number. Not to 
mention those who have a second home, 
or a second office; those who moonlight, 
so to speak. 

It will not be long before it is possible 
for a person with several telephone lines 
to be given one single number - the "per
sonal number". T his personal number 
can be used to reach that person wherev
er he/she happens to be. And, unlike the 
typical telephone number, this personal 
number, once assigned, will stay with its 
owner for life. 

Such personal numbering is one of the 
features under the new telecommunica
tions numbering plan currently being de
veloped by the Office of the Telecommu
nications Authority (OFTA), Hong Kong's 
new telecommunications regu I atory 
body. (See the September issue of the 
Bulletin.) 

In many ways, the "call forwarding" 
feature which the Hong Kong Telephone 
Company is currently offering is a proto
type of personal numbering. T hrough 
call forwarding, all calls made to your 
home can be redirected to your office or 
mobile phone, and vice versa, so that in 
theory you can have only one (your 
home) telephone number. In practice, of 
course, this hardly works because you 
will have to "call-forward" every time 
you move between home and office. 
Moreover, very often your telephone 
number is hardly yours personally - you 

share it with your spouse, siblings, chil
dren, or parents. So who has the right to 
cal I-forward? 

But a personal number is literally 
yours, personally. It's potential may be 
very far-reaching when one considers that 
in future, telephone numbers have many 
more uses. 

In two years time Hong Kong Tele
phone's monopoly on domestic tele
phone networks will cease, and addition
al licenses will be granted to up to seven 
new carriers. They will be offering a wide 
range of new telephone services. T he 
new numbering plan is being developed 
accordingly to accommodate these new 
services. 

OFTA is currently consulting the 
community on details of the numbering 
plan, and a decision is expected to be 
made in December this year. It is likely 
that the numbering plan will include the 
following: 

• All "normal" telephone numbers
(i.e. other than mobile and paging) will be 
prefixed by the number 2 to become 8-
digit numbers. 

• Your pager numbers will start with 7.
• Mobile phones will retain the lead

ing digit 9. 
• You will be able to win (or lose)

money simply by tapping a few buttons 
starting with 18. Such "telebetting" is al
ready possible now, but it is likely to be 
expanded in future. T he 18 prefix will 
also be used for telemarketing and 
teleshopping. (Maybe it will not be long 
for "teleforexing" to be developed, or per
haps, televoting?) 

• Numbers starting with 800 will re
main freephones. 

• Numbers starting with 900 will be 
"infolines". Additional digits will show 
the nature of the infoline service. (e.g. 
some specific digits will be set aside to 
denote "Category Ill".) 

So, just from the number itself, we 
shall be able to tell what service you are 
using. 

Initially, we can tel I also what tele
phone company you are using - Remem
ber that Hong Kong Telephone will not be 

the only telephone company. T he starting 
digits of your number will review that. 
For example, if your number starts with 
23 to 28, you are with Hong Kong Tele
phone. Numbers starting with 21 will be
long to new companies, 211 to one and 
212 to another; likewise those starting 
with 22. 

After a while, however, the distinc
tion will no longer be clear. This is be
cause the numbers will become 
"portable" between carriers. In other 
words, when you want to change your 
subscription from one telephone com
pany to another, you can take your orig
inal number with you. 

OFTA has made developing portability 
a major target. Other than between carri
ers, the portability will also be geographi
cal, i.e. you can keep your number even 
when you move to Shataukok. 

Portability will, therefore, make life 
much easier for people who enjoy 
"changing ship", or who move home or 
office a lot - the typical Hong Kong folk, 
really. However, one still has different 
numbers for home, office, mobile and 
pager. Personal numbering will take care 
of all these by offering the individual not 
only full portability, but also one single, 
permanent number. 

In the proposed numbering plan, 
OFTA has set aside 9 million numbers for 
future development of personal numbers -
all 8-digit numbers from 8100 0000 to 
8999 9999. 

One of these numbers will, of course, 
be 8888 8888. It is one of the many 
"golden numbers" which will be avail
able with the new numbering plan. Previ
ously, allocation of these numbers is en
tirely up to Hong Kong Telephone. But 
now OFTA will take over and it will soon 
commission a consultancy study on how 
to allocate golden numbers. 

After being finalised in December 
1 993, the new numbering plan will 
come into operation on 31 December 
1994. It will be another "easy dialling 
day", literally in Cantonese, as every
body will be dialling the number 2. So, 
remember, on 31 December 1994, the 
Chamber telephone number will be 
2529 9229. 

It is not known when personal num
bering will be launched but with the rapid 
development of technology, and with the 
pressure of competition, it seems we do 
not have long to wait. When the time 
comes, someone will get the number 
8888 8888, but who? OFTA will proba
bly auction it. For now, I shall put in a bid 
to OFTA tomorrow of eight do-llars, just in 
case they decide to award it on first
come-first-serve basis. ■ 
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Roy Clements, General Manager, Unisys (Hong Kong) Ltd 

"THE CONSISTENCY OF SERVICE WE ENJOY 

IS WHAT REALLY COUNTS FOR ME ... "

■ Corporate 
s Card 6. 

To YOUR SUCCESS 

"Unisys has a worldwide relationship with American Express, 

and in Hong Kong the relationship goes back to 1971. Nearly 

all our employees enjoy the benefits of the Corporate Card; you 

could almost say it's become part of our corporate culture. 

There's no denying the prestige the Card confers: our people feel 

good about being able to produce it to settle their bills. It's 

recognised and welcomed right around the world, and 

American Express support Cardmembers with a truly global 

network of service centres. That makes for real peace of mind. 

The Card certainly makes a big difference to our cash.flow, 

particularly on overseas business where we don't need to give 

out hefty cash advances - since all accommodation and 

entertainment expenses can be settled with it. The fact that the 

Corporate Card has no pre-set spending limit is very important 

when, for example, a two-week trip suddenly turns into a two or 

three-month stay. 

Operationally also, American Express have always been 

excellent, with unfailing qualities of courtesy, efficiency and 

helpfulness right across the world. In fact, it is the consistency of 

service we enjoy that really counts for me. " 

Successful businesses, big and small, benefit from the 

advantages of the American Express
® 

Corporate Card. 

• Total Management Control • Substantial Cost Savings

• Travel Protector Plan • Simplified Expense Reimbursement

• Corporate Protection Plan

Apply for the American Express Corporate Card. 

Simply call 884 0086 today, 

or fax your name card 

to Ms. Fong at 811 3442. 
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Better deal for English 
language students 

G
rahame T Bilbow, 
Hong Kong Voca
tional English Pro

gramme coordinator who 
now has his own unit in the 
Institute of Language in Edu
cation, has been busy lately 
explaining to people like the 
Human Resources Commit
tee of the Chamber how he 
plans to improve the stan
dard of English in the work
place. 

He told The Bulletin: "It 
may sound dreadfully con
descending but there are a 
lot of private language 
schools in Hong Kong and 
public language schools as 
wel I where students often 
suffer because there is very 
little regulation of what goes 
on inside these schools. Stu
dents are often paying a lot 
of money and they are not 
really getting anywhere. 

"There is not a awful lot 
of accountability. And that is 
really right across the territo-

ry from small language 
schools in the back streets of 
Mongkok, to the conversa
tion clubs of Nathan Road 
and even to some of the fair
ly big boys who are in
volved in language training. 

"The Government's Edu
cation Commission Report 
No 4 back in 1989-90 high
I ighted the need for some de
gree of improvement in 
school leavers in work-relat
ed English. Your own Cham
ber Director, Brig Ian Christie 
has himself been active in 
saying in the right kind of 
places that someone ,should 
do something about it. 

"Out of that report came 
the setting up of all kinds of 
research and ultimately the 
setting up of a unit to over
see an increase in the regu
lations related to language 
training. 

"What we are doing is we 
are taking essentially a 
British scheme called For-

eign Languages at Work op
erated by the London Cham
ber of Commerce and Indus
try and we are modifying it 
so that it applies to Hong 
Kong and we are offering a 
curriculum assessment frame
work within which course 
providers can operate. 

"So far we have got two 
members to the scheme, 
the British Council and the 
Hong Kong Polytechnic. 
They are running courses 
which meet our specifica
tion. Ultimately we want 
both to expand the number 
of courses those in stitu
tions offer that lead to cer
tification and we want to 
extend the number of insti
tutions which offer this 
certification. 

"Certification comes from 
us with the LCCl's backing. 

"That's basically it. It is 
really quite straightforward. 
It is just a measure of quality 
assurance. 

"The better institutions at 
the moment wi 11 come in 
with us because they want 
to be involved in any 
changes in the field. Ulti
mately we hope to get the 
smaller institutions interest
ed. We think it is a stick
and-carrot approach. At the 
moment it is only those two 
very big and very good 
course providers that are 
involved. 

"But as the thing gains 
momentum we anticipate 
that other training institu
tions wi 11 want to get in
volved.'They will have to 
conform to our specifica
tions. We will have to vali
date their courses in order 
for us to offer our certifica
tion and that's when I think 
we will start seeing big im
provei:nents." 

Graham Bilbow says part 
of his job is the academic 

Contin,ued on page 58 
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SPECIAL REPORT/ ITALY 

Selling coal to Newcastle 
Technology enables Italy to sell fashion to Hong Kong 

F
olco de Luca, the Italian Consul 
General, says it is Italian technol
ogy that enables Italy to sell its 

garments and other fashion goods to 
Hong Kong when Hong Kong is produc
ing and exporting the same sort of prod
ucts often on Italian-made machinery. 

He says: "I've been here exactly two 
years now and I have found the position 
very interesting and very challenging. It is 
my first experience in the Far East. When I 
arrived everything was new and more in
teresting than I expected. 

"I think Italy has acquired a prominent 
position in Hong Kong in the sense that 
the Italian presence is very visible. If you 
walk around wherever you go you see 
Italian products. 

But not Italians? 
Fol co de Luca: "You are right. ltal ians 

are not so many. 
How many? 
Folco de Luca: "Officially there are a 

little more than 900.But I think altogether 
there should be about 1,000. It is not a 
big presence compared with some other 
countries, I ike the Germans or French. 
Even compared with Switzerland or the 
Netherlands. Their nationals are almost 
double what we have. 

Have you discovered why? 
Folco de Luca:" I think first of all these 

countries have a longer tradition in this 
part of the world.The Dutch, and espe
cially the Swiss, I think they have a tradi
tional presence. 

They are in trade, particularly the 
Dutch? 

Folco de Luca: "Also in shipping." 
The Italians had shipping here, too? 
Folco de Luca: "Yes, but I suppose Ital-

ians reacted to opportunities in other parts 
of the world." 

The interesting thing about it now is 
that Italy is selling coal to Newcastle? 

Fol co de Luca: "What do you mean? 
Selling coal to Newcastle is an English 

expression meaning selling the same 
product to Hong Kong as Hong Kong it
self produces and exports all over the 
world. 

Folco de Luca: "Well." 
You sell garments here. Italian gar

ments are very popular in Hong Kong. Yet 
Hong Kong is itself noted for its produc
tion of its own garments which it exports. 

Folco de Luca: "Garments are definite
ly one of our major exports. Also our 

leather products. Not only the product but 
leather machinery to make the product. 
We are the leaaing exporter of not only the 
leather product but also the machinery. 

"Jewellery is another major product 
that we export to Hong Kong. Machinery 
for jewellery manufac
ture also." 

"Fashion is by far the 
most visible thing that 
we export here." 

Italian fashion is very 
popular in Hong Kong 

Folco de Luca: "It is 
very popular all over 
the world I would say. 
But here since it is very 
concentrated and the 
standard of I iving is very 
high, you can see it 
much more. But if you 
look at our bilateral 
trade with Hong Kong as 
a whole among the Eu
ropean countries we 
rank third after Germany 
and United Kingdom. 

Folcodeluca 
Our figures are higher 
than with France. 

"Even though the 
presence of Italians in the Hong Kong 
community is not very important the 
trade figures are very encouraging." 

France exports cognac and perfumes? 
Folco de Luca: "Yes, but we have sold 

millions of dollars worth of boats, popular 
cruisers that each cost millions of US dol
lars. Look at cars like the Ferrari. There is 
a waiting list in Hong Kong to have one. 

"Coming back to the size of the Italian 
community in Hong Kong. Actually it is 
one of the largest Italian communities in 
the Far East. It is second to Japan and the 
difference is quite small. In Japan there 
are not more than 1,500 Italians. We in 
Hong Kong have around 1,000. 

"We have less tradition in this part of 
the world. But, having said that, in the last 
two years the Italian community in Hong 
Kong has increased from 700 to more 
than 900. It is not much but if you look at 
it in percentage terms the growth is quite 
important. 

"The growth in the number of Italian 
companies that have opened offices in 
Hong Kong is also considerable." 

What sort of companies, traders? 
Folco de Luca: "In telecommunica-

tions, in financing, in manufacturing and 
in sourcing from China." 

Where does Italy rank in direct invest
ment in Hong Kong? 

Folco de Luca: Hong Kong Petro
Chemical is the main and only direct in

vestment. One third 
of the equity is Ital
ian, one third is Ko
rean and one third 
Chinese. There are 
300 Italian compa
nies in business in 
one way or another 
here. That is, with 
offices, representa
tive offices and with 
agents. 

"Because Italian 
companies are so 
numerous I tried to 
push for an ltal ian 
Busines Association. 
The Association was 
created in May this 
year and in a very 
few months we 
have about 90 
members. We are 
quite confident the 

number will expand to over 100 before 
the end of the year. 

Who is the chairman? 
Folco de Luca: "The chairman is 

Roberto Dominici, the vice president and 
general manager of Joyce Boutique. The 
Italians have the large majority of the eq
uity and sell about 80% of the fashion 
products in Joyce Boutique. 

"Our increasing number of Italian 
restaurants in Hong Kong is improving 
our exports of Italian food and wine. 

We have traditionally good relations 
with China from Marco Polo on. Our re
lations still are good and are increasing. 

He says Alitalia, the Italian airline, 
now has five flights a week to Rome. 

"I would say the trend is more and 
more encouraging. Our Minister of For
eign Trade will arrive here in mid-Novem
ber coming back from China. I'm con
vinced there is a lot of work that can be 
done to make sure China generally, and 
Hong Kong in particular, can offer oppor
tunities for European businessmen and for 
Italian businessmen. 

"We are trying to do as much as possi
ble. We invited your Chairman, Paul 
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Total Exports 
domestic exports 
re-exports 
Imports 
Total Trade 

Trade with Italy (January· June 1993) 

Value '93 

™!! 

111.5 
15.4 
96.1 

168.8 
280.3 

US'Mln 

lan-lun 

741 
99 

641 
1,016 
1,757 

SPECIAL REPORT/ ITALY 

Growth over '92 

™!! lan-lun 

-16% -7%
-36% -30%
-12% -2%
17% 19%

1% 6%

Italy trade with China via Hong Kong (January - June 1993) 

Re-exports to China 
Re-exports to Italy 

Value '93 

™!! 

52.3 
90.8 

US'Mln 

lan-lun 

257 
607 

Growth over '92 

™!! lan-lun 

60% 
-13%

54% 
1% 

In June '93, imports from most of the major suppliers recorded significant increases: Italy (+ 17%), Germany 
(+ 14%), Japan (+ 10%), Korea (+8%), Malay sia (+5.2%), Taiwan (+4.3%), China (+3.8%). For the first half in 1993, 
imports of following commodities registered re-markable increases: road vehicles (+ 124%), footwear (+38%), 
electrical machinery, appartatus & appliances (+22%). 

Cheng, to Italy for a one-day seminar on 
Hong Kong. We are trying to promote 
this kind of exchange and once again it 
has been quite encouraging and satisfac
tory. There are lots of things that can be 
done." 

The Consul General quotes Bennetton, 
Stefanel and Fila as companies with joint 
ventures in China. Stefanel he says 
opened a shop in Beijing last year. It  pro
duces in China partly for export and part
ly for distribution in China. 

Fol co de Luca says the ltal ian econo
my reflects the situation in Europe. 

"We have been going through a period 
of recession and so Italy has been affected 
by this. Last year the Italian lira devalued 
from 150 to the HKD to 200 to the HKD. 
The 30% devaluation helped Italian ex
ports. Even in that devaluation Italy man
aged to control its inflation to around 4%. 
Thus the positive impact of the lira's de
valuation still persists." 

Italy's unemployment of roughly 10% 
is more or less the same as in other West
ern European countries. The trend is in
creasing. All the EC members had benefit
ted a lot from integration in the single 
market. 

Italy supports the Uruguay Round. 
The Italians were increasingly recognis

ing the opportunities for trade in the re
gion. The Far Eastern economies were ex
panding,  new productive areas were 
booming like South China, production was 
changing and becoming more and more 
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sophisticated and less labour intensive. 
These East Asian economies were all 

booming and Folco de Luca said he did 
not see one sector where opportunities 
were not growing. 

How come Italy can still produce gar
ments competitively where Hong Kong to 
stay competitive has had to restructure 
into areas of cheaper labour and land? 

Folco de Luca: "It is a question of 
technology. You mentioned leather. Italy 
has the leading technology and machin
ery. The ltal ian products are the top of 
the range and are very expensive. You 

Continued from page 56 

development of the programme because 
we produce teaching materials which we 
offer to our members. But also I have to 
sell the scheme to employers as being a 
worthwhile scheme with certification 
which means something. 

· "If we were say five years down the
track, I would like to see a situation 
where some employers recognise our cer
tificate, understand what it means and 
have seen several of their employees 
come through their ranks with the help of 
the certificate. 

"The whole story goes into teacher 
training which is what we are now do
ing. With the setting up of the unit at the 
Institute of Language and Education of 

must know how to do it. On top of that 
is the question of design. The question 
of style. 

"I have heard Italy can be surprisingly 
competitive even at producing jeans. 
When we are talking about ltal ian gar
ments we are talking about fashion and 
fashion is not only a question of cost. If 
you look at the price of a fashionable 
brand name you pay for the name - the 
research, the design, and the qua I ity. You 
cannot do it everywhere." 

"You cannot assemble a Formula One 
car everywhere in the world." ■

which I'm the unit head we will take on 
a senior lecturer responsible for teacher 
training so that we can tackle the issue 
from two sides. 

"On the one hand it is all very well hav
ing a syllabus which meets our criteria but if 
you haven't got teachers capable of teach
ing the syllabus we won't get anywhere.· 

"We are talking to the civil service, we 
are talking to the Government Retraining 
Board about getting the scheme accepted 
in Government," he says. 

"The hidden agenda in all this is get
ting a better deal for the students. That 
could be construed as encouraging com
petition between people in the market
place who are in the same business." ■
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HUNAN CEREALS, OILS & FOODSTUFFS 

IMPORT & EXPORT CORPORATION 
��=�������$E-��2� 

�ii : 447913 426043 f@::jij- : 5752 
�it : 98105 HFIEC CN 1'/! : 0731- 445811 

Add: 2, Wuyi West Road, Changsha, Hunan, China. 
Tel: 447913 Telex: 98105 HFIEC CN Fax: 0731-445811 
Cable: 5752 or "HUNANFOOO" CHANGSHA 

Scope of Business: Cereals, beans, edible vegetable oils, edible oil seeds, oils for industrial use, oil seeds for industrial use, 
soyabean cakes and expellers, livestock, live poultry and other live animals, frozen pork, frozen beef, frozen suckling pigs, frozen 
poultry, frozen pork by-products, frozen poultry by-products, pork products, cured food, fresh eggs, preserved eggs and other kinds 
of eggs, live pond fish, miscellaneous live fish, frozen mudsnail meat, frozen eel fillets, frozen snapping turtle, frozen frog legs, fresh 
fruits, dried fruits, fresh vegetables, preserved vegetables, quickfrozen vegetables, air-dried vegetables, canned vegetables, canned 
meat and other canned food, salted mushrooms, wines and spirits, confectionery and biscuits, sugar products, drinks, condiments, 
bean products, edible salt, fragrant oil and other foodstuffs. 



---------WHY--
OURNAME 

ls BEING 

SEEN 

IN ALL 

THE WORLD'S 

MOST 

FASHIONABLE 

PLACES. 

horn the urgent shipment of initial designs and samples to 
the economical distribution of finished product, 

UPS is becoming a fashionable choice in the fashion world. 
However you send your shipments, Express or Expedited, 

they never leave our control, and they are delivered 
with the same UPS predictability. 

Quite simply, you know in advance when deliveries will be made. 
Once you've trusted us with a shipment, 

you'll know why we are talked about 
from Hong Kong to Paris to Milan to London to ... 

.___ ____________ As sure as taking it there yourself. ---
For further information, please contact UPS, 

Suite 602-610, North Tower, World Finance Centre, Harbour City, Tsimshatsui, Kowloon, Hong Kong Tel.: 735 3535. 


