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EDITORIAUCHAIRMAN'S YEAR END REVIEW

The Year of Discovery
New world view of Hong Kong caps a year of positive developments

I

t would be a harsh judge who brought down a negative ver
dict on Hong Kong's economic
performance this year.
.
By and large, the economy performed up to - but not be
yond - expectations, with growth in line with the Government
target rate and inflationary pressures remaining a concern.
The Sino-British talks on the territory's future political devel
opment dragged on without any sign of a breakthrough. And as
the whirlpool of political debate swirled around the territory
and its population, Hong Kong got on with the business of doing
business.
All in all, it might have been quite an average year had not
some even more significant events taken place that I believe
have helped underwrite the territory's future.

World Wakes up to Hong Kong
First and foremost was the economic developments in China the fast-paced economic growth and the renewed commitment
to reform. Second was the record-shattering performance of the
local Stock Exchange as the world woke up to Hong Kong's
strategic importance in the Greater China region and global
money managers poured funds into local and China-related
shares.
T here can be little doubt that 1993 has been a year in which
the world perspective of Hong Kong changed markedly. Indeed,
in years to come 1993 will be seen as something of a watershed
year - a year in which the wider world discovered Hong Kong's
true potential.
It is the year the world came to see Hong Kong not simply as
a trading post on the edge of China, ,but as a key factor in the
economic future of that vast nation.
The year when the local stock market was discovered somewhat belatedly - by a much broader group of global
investors excited by the whole China-Hong Kong story.
But perhaps it will be the recent Asia-Pacific Economic
Co-operation (APEC) summit that will most vividly capture the
global spirit of 1993 for Hong Kong.
T he teleyision pictures flashed around the world of Hong
Kong's Financial Secretary with the 14 other Pacific Rim leaders,
including the US and Chinese Presidents, were, indeed, historic.
They emphasised, beyond doubt, the economic power house
that is developing in the Asia-Pacific region and the key role
Hong Kong is playing as a regional finance and business centre.
For both China and Hong Kong, the APEC summit was an
other part of the jig-saw of real international recognition at the
highest economic level. And for Hong Kong, it came at the end
of a year notable for some momentous changes which are des
tined to help underpin the territory's economic future into the
21st Century. In particular, the renewed and reinforced commit
ment to the pursuit of economic reform in China is of critical
concern to Hong Kong's development.

Reforms Benefit Hong Kong
China's own economy continued to make great strides forward
during 1993 with GDP growth of around 13 per cent and big

increases in investment (both foreign and domestic), industrial
production and retail sales.
But China's pursuit of economic reform extends far beyond
mere economic growth for growth's sake. Rather, it involves the
promulgation and discussion of reforms that go to the heart of
the long term future of the Chinese economy, and the welfare of
its people.
These reforms cannot help but benefit Hong Kong, with its
key role as one of China's international commercial gateways.
In addition, Hong Kong will play - and is already playing - a role
of another sort in providing some of the expertise needed in
China's drive to overhaul its monetary, banking, financial and
taxation systems.
China's economic reform and development is also the base
on which the new appreciation of the Hong Kong stock market
is built. It is a positive appreciation that has led the to the terri
tory being re-rated by some of the world's biggest and most im
portant investors.
By the same token, uncertainty that affected the territory, al
beit briefly and moderately in mid-year when Chinese Vice Pre
mier Zhu Rongji announced the 16 point plan to better control
the overheated economy, similarly reflects Hong Kong's new
economic oneness with the Mainland.
Hong Kong as an economic entity is now irretrievably tied to
the fortunes of the Mainland economy, although with a strong
dose of internationalism as well.

The Chamber at Home and Abroad
During the year the Chamber continued to expand its activities,
both in its representational role to governments, local and inter
national; and in the trade and other services it offers directly to
members on a day-to-day basis.
Towards mid-year, the Chamber again ·successfully led mis
sions to Washington and Beijing to put forward Hong Kong
business views on the Most Favoured Nation (MFN) status of
China and its importance to the territory.
T hroughout the year the Chamber has organised outgoing
missions to existing and new markets for the territory and hosted
meetings in Hong Kong for various visiting delegations, includ
ing Congressional staffers.
Importantly, it has continued to develop a special dialogue
with Taiwan through the Hong Kong Taipei Business Co-opera
tion Council and its counterpart organisation in Taiwan.
At home, the Chamber has organised a strong programme of
events during the year including subscription and round table
luncheons, seminars and educational programmes.
The Coalition of Service Industries has continued to expand
in line with the growth of the territo.ry's service economy, while
the Hong Kong Franchise Association has become increasingly
active.
On behalf of members, the Chamber has consistently ex
pressed its views to the Government on a wide range of busi
ness, legal, budgetary, tax and industrial issues.
More recently, we have become particularly concerned
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about the sharp increases in the costs of doing business in
Hong Kong and what this might mean to the territory's region
al competitiveness.
And in letters and submissions to Government we have
stressed the need to contain these cost increases.
We have also expressed our concern about the apparent
"back seat" given to business issues in recent Government poli
cy statements, including the Governor's October address to the
Legislative Council.
Coupled with this are concerns the Government may be
drifting away from its policy of "positive non-intervention" in
the economy, with a range of interventionist measures (such as
compulsory retirement schemes and bank deposit insurance) in
creasingly becoming a focus for discussion. The Chamber will
continue to press the Government to maintain a non-interven
tion stance - a position described by the Governor in his inaugu
ral address to the Legislative Council last year as "minimum in
terference and maximum support".
In addition, we will continue pressing both the Hong Kong
and Chinese governments for a speedy resolution to the delays
on vital infrastructure projects, such as the CT9 container ter
minal and the Airport.

Basis for Confidence
Last year when I sat down to write this year-end review and my
forecast for the corning 12 months I said the champagne was
tasting a Iittle flat. It was.
The remark came from the heart as wel I as the head and was
a reference to the fact that the political clouds appeared to be
gathering over the issue of political development.
Those clouds, with some intermittent breaks of blue sky, still
remain in place. Yet the year now ending has given great hope
for the future. There is every reason for confidence.
It has been a year that has not only enhanced Hong Kong's
standing in the world but provided a sound base for future
growth and development.

Looking Ahead

The year ahead should see growth again nearing the medium
term Government forecast of 5.5 per cent a year, although with
the sources of that growth moving towards a domestic impetus.
But we cannot afford to be complacent.
While the Mainland autho�ities appear to have been able to
handle the over-heating in the Chinese economy, with specu
lative activity and inflation easing, there still remains a ques
tion-mark over its immediate future.
If the economy once again shows signs of even faster growth
coupled with higher levels of inflation, the authorities may have
to again take action to bring it under control.
This could have an adverse effect on the local economy.
As far as other international markets are concerned, the Inter
national Monetary Fund_ (IMF) in its latest economic outlook
(October 1993) expects Asia to continue to show 7 per cent
growth. But the outlook for industrial countries is far more
mixed.
After 1.1 per cent growth this year, they are expected to grow
at only 2.2 per cent next year, with expansion rate in the key
markets of Europe and Japan of particular concern.
As far as Hong Kong is concerned, at the time of writing,
the political situation between Britain and China remains
unresolved and may pose further challenges in the year
ahead.
And despite the positive aspects of the APEC summit and the
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one-on-one meeting between US President Bill Clinton and
President Jiang Zemin of China, Sino-US relations are likely to
continue to be difficult.
Once again in 1994, Most Favoured Nation (MFN) status for
China will likely prove difficult within the US Administration
and Congress, especially with the US concentration on the is
sues of human rights and arms sales.
There are also reasons for concern over the likely US stance
on the Section 301 (market access) issue and the Special 301
agreement with China on intellectual property.
Looking particularly at Hong Kong, as 1993 draws to a close
there are signs that the pace of growth in a number of sectors of
the economy might be slowing.
Domestic merchandise exports are down on last year and the
pace of re-export growth is easing off from its recent high rates.
Industrial output growth has also been modest and forward or
ders-on-hand, while still high, are showing signs of easing.
While tourism numbers were up on 1992, almost the entire
increase was due to arrivals from Taiwan and the Mainland, and
this could have an effect on the level of tourist spending.
On the other hand, domestic consumption spending con
tinues to be strong (with retail sales figures showing good
growth) and Government spending, especially on capital
spending on infrastructure projects, is helping underpin local
activity.
In the property market, demand for office and retail space
also continues to be strong, as does the demand for luxury
apartments.
But there is some weakness in the market for small to medi
um sized apartments (where the higher deposits for mortgages
have been having their effect) and the number of sale and pur
chase agreements and loans have declined markedly. And fac
tory prices are flat.
All these factors mean there will be a need to monitor closely
progress in the local economy - and in the key China economy in the year ahead.
But the Chamber is confident that, taking all these factors
into account, the Hong Kong economy will have another good
year in 1994.

A Final Wish
With the season of goodwill approaching, it is my hope that
some of the goodwill will rub off on the British and Chinese
negotiating teams... and that all three governments will find
ways of working together to ensure the brightest possible fu
ture for Hong Kong. That would certainly get the champagne
popping again!
In closing, I would like to wish a very Merry Christmas to all
our members and, of course, my very best wishes for a prosper
ous New Year in an ever-dynamic Hong Kong.
I should also like to thank all those members who have
supported me so readily in my second year as Chairman of the
Chamber.
I wish you well in the year ahead.
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COVER/THIRD JOINT MEETING OF HKTBCC AND CTHKBCC

Taiwan relaxes its
restrictions on HK
Relaxation increased from 800 to 1,600 items by year end

T

aiwan will relax import restrictions
. Kong products by
on 1,600 Hong
the end of the year. Hsui Sheng-fa,
chairman of the Chinese Taipei/Hong
Kong Business Cooperation Committee
(CT HKBCC), told a press conference in
Hong· Kong on November 1 of Taiwan's
progressive import relaxation plans.
He said after the third joint meeting on
November 1 of the Hong Kong Taipei
Business Cooperation Committee (HKT 
BCC) and its counterpart, the Chinese
Taipei Hong Kong Business Cooperation
Committee (CT HKBCC), that import re
strictions would be lifted from a current
800 items to 1,600 by the end of the year.
Both sides signed a Joint Memoran
dum of Cooperation after the joint meet
ing (see box).
Paul Cheng, Chamber chairman and
chairman of the HKTBCC, told a reporter
at the press conference he agreed the time

limit on Hong Kong
business visas for
Taiwanese business
men should be ex
tended. Now busi
nessmen are given
14 days. But this
Hong Kong policy
was not restricted to
Taiwan business
men. It applied to
businessmen visiting
Hong Kong from all
over the world.
He said he wou Id
discuss the extension
of business visas for
Taiwan businessmen
with the Hong Kong
Government. But, since it was a policy
matter that had to be settled with the Gov
ernment it took time to get improvement.

Paul Cheng and Hsui Sheng-fa open the third
joint meeting.
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HKTBCC AND CTHKBCC

HKTBCC/CTHKBCC
memorandum of cooperation
'' 1. HKT BCC and
CTHKBCC shall continue to enhance the func
tions of the working groups.
T hree working group meet
ings will be convened dur
ing the 4th J oint Meeting.
Discussion will be focused
on topics pertinent to the
manufacturing, services and
banking and finance sectors.
2. Exchange of lnforma
.tion: Information exchange
between the two committees
shall continue in order to dis
seminate business and eco
nomic information relating to
Hong Kong and Taiwan and
strengthen mutual under
standing and cooperation.
3. Discussion on busi
ness and economic cooper
ation between China, Tai-

wan and Hong Kong shal I
be conducted positively by
both committees with a
view to establishing mutual
ly beneficial relations be
tween Hong Kong and Tai
wan companies.
4. Improvement on ad
ministrative procedures of
Hong Kong and Taiwan:
(a) It is proposed that Tai
wan should accelerate the
opening up of markets for
merchandise goods for
Hong Kong and further relax
restrictions on the bilateral
merchandise trade between
China and Taiwan through
Hong Kong.
(b) It is proposed that Tai
wan should further open up
its financial market for Hong
Kong investors and liberalise

standards for setting up of
fices in Taiwan.
(c) It is proposed that the
Sungshan Airport in Taipei
shou Id be opened for air
traffic between Taipei and
Hong Kong and the frequen
cy of flights between Hong
Kong and Kaohsiung should
be increased.
(d) It is proposed that the
Hong Kong Government
should continue issuing work
visas to representatives of Tai
wan companies who are ac
credited to Hong Kong and
the time for processing such
visas should be shortened.
5. It is proposed that the
CTHKBCC should promote
the work of the Hong Kong
Coalition of Service Indus
tries (HKCSI), advise Taiwan
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"You cannot easily change the policy
just for Taiwanese businessmen." he said.
PauJ Cheng told another reporter that
if Taiwan permitted direct flights to
Taipei's Sungshan airport it would be
much more convenient for HK business
men. T hey could fly to Taiwan in the
morning for business meetings and fly
back to HK in the afternoon. It would take
only about one hour each way for the
journey.
A reporter asked why this question had
been raised at previous Joint Meetings
without result? Paul Cheng replied that
because it was to do with policy it needs
months to get results.
Hsui Sheng-fa, answered questions on
market access for Hong Kong exports to
Taiwan. He said in late March this year

Taiwanese authorities had relaxed import
restrictions on 300 items from Hong
Kong. In late September this year the re
laxed import restrictions extended to 800
items, including the original 300 items.
He said by the end of this year it was
expected the number of items on which
import restrictions would be relaxed
would increase to 1,600.
Hsui Sheng-fa said the pace of opening
up the financial sector in Taiwan was also
accelerating. Discussion on a big joint pro
ject had begun and was progressing.
Answering another reporter's question,
Paul Cheng said the pace for Taiwanese
investment in the Mainland should not be
too quick. Steady increase would be bet
ter. Foreign i nvesta.rs welcomed the
macro-economic development in China.
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businessmen of the develop
ment of the services industry
in Hong Kong and serve as a
contact point between HKC
SI and overseas CSls.
6. Date and place for the
4th Joint Meeting: The 4th Joint
Meeting will be held in''
May 1994 in Taipei.

The Memorandum was
dated Nove mber 1 and
signed by the Chairman of
the Hong Kong General
Chamber of Commerc e,
Paul M F Cheng, and Hsui
Sheng-fa, chairman of the
Chinese National Federa
tion of Industries. Both are
chairman of their respective
Hong Kong/Taiwan and
Chinese Taipei/Hong Kong
Business Cooperation Com
mittees.
■
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Economic control affected only imports of
consumer products.
Investment in infrastructure, for exam
ple airports and highways, was not affect
ed at all because the Central Covt invest
ed in these items. Hong Kong as an agent
and a trade centre was not greatly affect
ed. Influence on Hong Kong was only
temporary.
Hsui Sheng-Fa said the Mainland's
macro economic control on three-way
trade between China, Hong Kong and
Taiwan enabled trade to develop in a sta
ble environment. He said Taiwan hoped
three-way trade would continue to devel
op through mutually beneficial coopera
tion and that the economy in China,
Hong Kong and Taiwan will grow in a sta
ble environment.

HKTBCC AND CTHKBCC

The joint meeting. •$��
A reporter asked about the informal
meeting between the Taiwanese delega
tion and some executives from Chinese
Mainland companies in Hong Kong. He
w a n t e d to know w h o a r r a n g e d t h i s
meeting?
Paul Cheng replied that the trade rela
tions between China, Taiwan and Hong
Kong were coming closer and closer. The
meeting was not formal. The parties just
wanted to get to to know each other.
These activities had been arranged by the
HKGCC and the purpose was to facilitate
business cooperation. Since the Joint
Meeting was held in Hong Kong and the
Chamber being the host, naturally the
Chamber would arrange all related activi
ties for the Taiwanese delegation.
It was possible when the Taiwanese
come to Hong Kong in future they might
have business discussions with Mainland
companies representatives. Even possibly
they might .invite them to Taiwan. But the

J P Lee, vice chairman of HKTBCC, moderates
at seminar on Financing, Trade and
Investment.
���-•������$*�•�•M•ffa&&�
liJH1* J: •ff 3:}.}A

first step was an informal meeting so that
they could get to know each other. It was
as simple as that.
Hsui Sheng-fa added that he himself
wished to have a chance to understand

George Yip, consultant to Robert W H Wang
and Co, talks on legal procedures in funding
business expansion.
z11�Htllililt�i'€:f1Utfm���J118{]$�f�Ff

Maurice Lee, project finance manager of the
HongkongBank; speaks on Financing Trade
between Hong Kong, Taiwan and China.
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investment and the business environ
ment on the Mainland. Business contact
with China was conducted through
Hong Kong. No direct contact existed
for the time being.
A reporter asked why the the Services
sector was discussed at the Joint Meeting?
Paul Cheng said Hong Kong had become
a service-oriented economy and a major
service centre. Questions relating to ser
vice industries had also been discussed
in the CATT in the Uruguay Round.
A reporter asked as more direct links
were established between Taiwan and the
Mainland, did it mean a reduced role for
Hong Kong?
Paul Cheng said he thought it was a bit
of myth to say increased direct contacts
w-0uld affect Hong Kong's role. In his view
the China market is so big that - as he
had often said - one had to treat China as
"one country several markets."
"I think if you treat China as one mar
ket it would be wrong. The dialects are
different in different regions. The food is
different. And the ladies in different parts
of China have different fashion tastes.
"Take Jiangsu province alone. It has 69
million population. That's bigger than
England or France. The market of all Chi-

'
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Raymond Woo, partner in Ernst and Young,
explains accounting aspects of funding
business expansion.
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Service industries
working group
concerned with
transport congestion
in Taiwan.
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na is'so huge that there is a lot of room for
Hong Kong and Taiwan t-0 share.
1'For the next 10-20 years the market is
sobig ·c:tnd t.Jndeveloped we don't have to
fight otter it/' he said.
0: :Paul Cheng explained people often vi
sualised three main bridges into China.
Hong Kon g's. role was to focus on South
ern China. Taiwan's relationship, because
a lot of its people came originally from Fu
jian Povince, was to focus on Fujian and
to some degree on Shanghai. In the North
one might find more Japanese and Korean
investment because of their proximity.
"The re-export picture may be affected
in an interim short-term. But in the long
term, once investment is spread more
evenly in China, Hong Kong will play its
rightful role as the marketing division of
Southern China in a sense."
"It is very hard to talk about invest
ment in China because different industries
may have different requirements. For ex
ample a chocolate factory would want to
locate in the North because that's where
the raw dairy materials are more abun
dant and the climate more suitable for
chocolate manufacturing.
"Other industries may select the
Southern part. Hong Kong people being
Cantonese, obviously the relationship
and contacts are more focused down
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South. Many Taiwanese come from Fujian
Province and the Taiwanese dialect is
similar to Fujian dialect. So there is a nat
ural tendency for them to focus on Fujian
and the Shanghai region. Korea and
Japan may find it logistically closer to go
to the North of China.
"But I don' t want to give you the
wrong impression thatthis is the only
way to go. It depends on the industry.
China may be promoting itself as one
big market. But as a marketing man
looking at China I view it as several dis
tinct markets.
"From a manageability point of
view, if you have one team managing
this huge market with its diversified
background, it is just not manageable.
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Discussion in the Banking
and Finance Working group
focused on setting up
branches and further
opening up o( the securities
market for foreign investors.
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The manufacturing working
group discussed Taiwan's
import restrictions.
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HKTBCC AND CTHKBCC

From left: Chan Fei-lung, Chairman Paul M F Cheng, Hsui Sheng-fa
(chairman of CTHKBCC), Huang Diyan and Ms Hsui.

You really need to have separate manage
ment teams and divide the China market
into reasonable hubs in order to get depth.
You need to go deep into manageable
sized markets rather than trying to spread
the same managment al I over the place.
"Inchcape Pacific's strategy, for in
stance, is to have three hubs where we
are going to move in first and then we'll
do the secondary cities. Further inland,
we'll leave to our grandchildren."
■

�•=���-*������-�•a��-�ff��-��

�ff-����-��W•����A
Paul Cheng spoke at the cocktail reception of the Bank of China regional office on the 70th
floor of the Bank of China building in Hong Kong.
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CHAMBER
SERVICES
Information from Phonafax
-Free

T he Chamber in implementing its
"green" policy, is reducing paper
usage by increasing dissemination of
information through Phonafax. A
number of information sheets which
were distributed to members by direct
mail are now available free on
Phonafax.
To access Phonafax, phone 529 9788,
then follow instructions to indicate
the information you wish to receive
on your fax machine.
Information

File No.

Menu (Directory of Files) 999
Chamber Events
& Bookings
001
Economic Briefings & Data 005
Trade Enquiry for
101-105
Exporters
Trade Enquiry for
111-115
Importers
122
Government Tenders
Business Opportunities
Overseas
201
Upcoming Exhibitions/Sem2'o2
inars Overseas
Government Circulars
203
& Misc Items
Consumer Services
311
Price Index

· Direct Mailing
Your promotional material can reach
the entire Chamber membership of
some 4,000 companies through our
weekly mailing service. For details
and charges, please call Francis Lo,
Senior Manager lnforryiation Services
on 823 1288.

US Visa Service
Chamber members can apply for non
immigrant visa to the USA through
the Chamber. Please call Lily Wong at
823 1255 for details

Dec 2-11

6.30 pm
-9.30 pm

CHAMBER: Advanced Sales Training Course

Dec 6

11 .00 am
- 2.00 pm

CHAMBER ROUNDTABLE: "UCPS00, new code for
L/C operations": Ian Watson, Manager,
Import/Export Operations

Dec 6

5.00 pm

CHAMBER: Small & Medium Enterprises
Committee meeting

Dec 8

12.30 pm

CHAMBER Subscritpion Lunch:
"Economic Development - Challenges and Pitfalls"
Gordon Siu, Secretary for Economic Services:
Hotel Conrad

Dec 8

12.30 pm

CHAMBER/HK JAPANESE CHAMBER:
Joint luncheon: HK Club

Dec l 0

12.30 pm

PBEC/CHAMBER Luncheon:
"APEC after Seatle":
Ambassador William Bodde Jr:
Furama Kempinski Hotel

Dec 13

12.30 pm

CHAMBER: "THE COMING CRISIS OF
THE CHINESE STATE": Shaun Breslin, Deputy Director
of the Newcastle East Asia Centre

Dec 14

9.00 am

CHAMBER: Meeting with Representative M Kopetski,
Democrat of Oregon, USA

Dec 14

4.00 pm

CHAMBER: Environment Committee meeting

Dec 15

11.00 am

CHAMBER: Europe Committee meeting

Dec 16

9.30 am

CHAMBER: Meeting with Dr Robert Kapp,
President of the Washington Council on
International Trade

Jan 10

4.30 pm

CHAMBER: General Committee meeting

Jan 10-24 6.30 pm9.30 pm

CHAMBER: Workshop for LC Operation & UCPS00

Jan 11-14

CHAMBER: Mission to Pearl River Delta

Jan 13

12.30 pm

CHAMBER: Americas Committee meeting

Jan 16-19

CHAMBER: Mission to the Philippines

Mar 20-27

CHAMBER: Delegation to India

Apr 10-23

CHAMBER/TDC Mission to Argentina,
Brazil, Venezuela
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The Great Masterpiece of Ai Qi ' Eight Immortals Offering Birthday Congratulations '

THE
CHAMBER
IN
ACTION
Brigadier Ian Christie Reports
INDUSTRIAL AND CORPORATE
AFFAIRS DIVISION
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HIGHLIGHTS

T he Chamber supported the Government,
in principle, on the s e w a g e charge
scheme, but was dissatisfied with the slow
progress m a d e in cleaning up Ho ng
Kong's air. Two submissions to the Gov
ernment were made-this month concern
ing these environmental issues which af
fect the quality of life in Hong Kong.
We published a very colourful and
lively leaflet to publicize the discount
products and services offered by fellow

members. All staff of a member company
are entitled to enjoy the discounts, includ
ing 8 cents off petrol pump price and
10% off in some restaurants.

COMMITTEES
Environment Committee

Members met on 2 November to consider
follow-up actions on sewage charges, ve
hicle emissions and construction dust is
sue-s, and programmes for next year.
On 5 November, the Chamber held a
press c.onference on the issue of vehicle
emissions. Mr Guy Clayton, Mr Walter
Sulke, Mr Alessandro Serpetti and Dr Y S
Cheung met the press and announced the
Chamber's recommendations.
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Office for
Russia in HK
Senior representatives of the Russian
Federation of Chambers of Commerce and
Industry met on October 26 with General
Chamber members to discuss plans to set up
a representative office in Hong Kong. The
proposed office to promote trade would be
additional to the 17 offices the Russian
Federation has established in Europe, North
America and Asia which offer assistance to
local businesses wishing to make contact
with Russia counterparts. Leading the Russian
delegation was Valeri Borodin, chief of the
Currency and Financial Administration. Fritz
Pleitgen, chairman of the Chamber's
European Committee was in the chair.
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The meeting with the
Hungarians.
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Delegation
from Hungary
A delegation of Hungarians, led by Dr
lstrian Major, the Deputy State Secretary
from the Ministry of International Foreign
Relations, called on the Chamber on
October 25. A C W (Bill) Blaauw chaired
the meeting. The Hungarians sought to
promote their country as a business centre
in Eastern Europe.
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Visiting UK
Liberal MPS
Two Liberal MPs from Britain,
Archy Kirkwood and James
Wallace visited the Chamber on
October 19 and met interested
Chamber members chaired by
Hilton Cheong-leen. They said
they were impressed with the
growth and momentum of the
Hong Kong economy. They asked quetions
about the rapid growth of China's economy,
the gaps between rich and poor in China
and about corruption.

From Left: James Wallace, Archy
Kirkwood and Hilton Cheong-leen.
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Human Resources Committee

The Committee met on 19 October to dis
cuss the 1994 pay increase. A circular
was sent to all members giving them a
guideline and urging them to support the
control of wage increases.
Representatives from the Working
Group of the Green Paper on Equal Op
portunities for Women and Men met Mr
Michael Suen, Secretary for Home Affairs,
and the Legco Subcommittee on Wom
en's Affairs, to reflect views.
A press conference was held on 1 5
October to launch The Aids & The Work
place booklet, which was distributed to
Chamber members on 4 November.
The Joint Association Committee on
Labour Relations met on 20 October to
consider the Green Paper on Equal Op
portunities for Women and Men, the pro
posal to revise the level of employee
compensation, the proposal to revise the
licencejee of employment agencies and
the proposal to revise the penalty levels
for contravening the provisions concern
ing prohibition against termination of
employment.
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EVENTS

• The first Service Plus course, the Super
visory Skills advance course and the Di
rector's Dinner on 1 November were
completed with success.
• Mr David Hague, Partner of Price
Waterhouse, spoke at a roundtable lun
cheon on "How Much Is Your Business
Worth, Part I" on 8 November to 34 par
ticipants.

INTERNATIONAL AFFAIRS DIVISION
HIGHLIGHTS

The Third Joint Meeting of the Hong
Kong-Taipei Business Cooperation Com
mittee (HKTBCC) and its counterpart, the
Chinese Taipei-Hong Kong Business Co
operation Committee (CTHKBCC), was
held successfully on 1 November. A
Seminar on "Financing Trade and Invest
ment: Hong Kong, Taiwan and China"
and a series of joint working group meet
ings were also held concurrently with the
Third Joint Meeting.
The CTHKBCC organised a SO-mem
ber delegation to participate in the Joint
Meeting and some 120 participants from
both sides took part in the Seminar. At the
conclusion of the Joint Meeting, a Memo
randum of Understanding was signed by
Mr Paul Cheng and Mr Hsui Sheng-Fa, re
spectively Chairman of the HKTBCC and
CTHKBCC, to pledge further mutual co
operation and support.
Coordinated by the HKTBCC, the
CTHKBCC delegation was invited to a re
ception on 2 November, hosted by Mr
Huang Di-Yan, Chief Executive, Bank of
China Hong Kong and Macao Regional Of-
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Charles Donoghue.

flee. Some 100 guests attended the recep
tion, including senior representatives of the
Chinese enterprises based in Hong Kong.
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Americas Committee
Mr Jose Angel Gurria, CEO of the Banco
Nacional De Comercio Exterior, SNC,
and Mr Raul Rodriguez B, Executive Di
rector of International Business Develop
ment, visited the Chamber on 25 October.
They urged the Chamber to send another
study mission to Mexico.
Ms Macela Filloy, Comision Comercio
Exterior, Costa Rica Chamber of Com
merce, met with Chamber staff on 25 Oc
tober to discuss cooperation in the future.
Dr Domingo Felipe Cavallo, the Ar
gentine Minister of Economy and Public
Secretary, led a trade delegation of 24
businessmen to the Chamber on 5
November.
A delegation of 10, led by Dr The
Hon Paul Robertson, the Jamaican Min
ister of Foreign Affairs & Foreign Trade,
met with Chamber member s on 8
November to promote investment and
tourism in Jamaica.
The Americas Committee held a meet
ing on 10 November, at which Dr Mark
Michelson, Director of Warren Williams
International Ltd, briefed members on
major trade-related issues of the US. The
Chamber would organise, jointly with the
Hong Kong Trade Development Council,
a Business Group to Argentina, Brazil and
Venzuela in April 1994.
The Governor of the Commonwealth
of the Northern Mariana Islands, Mr

Charles Donoghue, from New Zealand gave a
presentation, entitled "The Possibility
Thinker" at the Director's Dinner on
November 1 . Peter Barrett, chairman of the
Chamber's Human Resources Committee,
was the Moderator.

Lorenzo I De Leon Guerrero, visited the
Chamber on 11 November to promote
primarily tourism in the islands.
Mr R Barry Spaulding, Deputy Com
missioner, International Division of New
York State Department of Economic De
velopment, and Ms L C Yong, Director of
State of New York Department of Eco
nomic Development in Hong Kong, paid
a courtesy visit to the Chamber on 12
November and discussed areas for mutual
cooperation in the future.
Arab and African Committee
The Chamber and TDC jointly organised
a Hong Kong Pavilion in the 23rd Motex
ha/Childexpo International Fair held in
Dubai's World Trade Centre from 20-23
October. With over 5,000 trade buyers
visiting the fair, 23 Hong Kong companies
were able to receive total spot orders
amounting to US$ 1,343,500.00. Mem
bers were given opportunities to establish
business contacts in the Middle East re
gion, as wel I as generate new product
ideas from the latest creations other coun
tries displayed.
Mr Gunnar Sjogren, Commercial At
tache of the Consulate General of the Re
public of Cape Verde, called on the
Chamber on 8 November and sought
advice for business promotion.
Chamber members met with Mr Saif
Sultan, Director of Sales and Marketing of
Dubai's Jebel Ali Free Zone Authority, on
9 November. With video presentation,
Mr Sultirn briefed members on how
Dubai and the 100 square kilometre free
zone could effectively spearhead and es
tablish a presence in the region.

Sewage Charges
Tony Cooper, Deputy Secretary for Planning,
Environment and Lands, on October 27
briefed Chamber members on the Sewage
Charges scheme. Mrs Catherine Bacon, Vice
Chairman of the Chamber's Environment
Committee chaired the meeting.
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A 14-member business group from
Egypt visited the Chamber on 12 Novem
ber. The objective of the delegation was
to promote business connections between
members and Egyptian businessmen in a
wide variety of trades and industries.

Asia Committee

A meeting with Mr Tejendra Khanna,
Commerce Secretary of India, was organ
ised on 14 October, at which members
were briefed on the latest economic con
ditions in India.
A meeting of the Asia Committee was
held on 20 October, during which it was
agreed that a visit to India be organised in
March 1994.
Mr David Edwards, CEO, and MrPeter
White, Manager, Victorian Employers'
Chamber of Commerce and Industry,
called on the Chamber on 1 November.
Mr Sham Chellaram, Chairman of the
Asia Committee, represented the Cham
ber at the Opening Ceremony of the 4th
Ku mamoto Prefecture Products and
Tourism Fair held at the Daimaru Depart
ment Store on 20 October.
Mr H Yonekura, Deputy Director of
the Commerce and Industry Policy Divi
sion, and two other government officials
of the Kumamoto Prefecture, Japan, visit
ed the Chamber on 20 October.

China Committee

A 5-member delegation from the China
Customs General Administration, led by
Mr Chen Ji Chuan, Deputy Director of the
Statistics Department, visited the Cham
ber on 27 October. The purpose of their

visit was to understand the foreign-orient
ed economy.

Europe Committee

T he following visitors called on the
Chamber over the past month
• Mr Jozsef Toth, President, Hungari
an Foreign Trade Association, and Mrs
Eva Koltai, President, Far Eastern Business
Club (22 October).
• Dr lstvan Major, Deputy S�ate Secre
tary, Hungarian Ministry of External Rela
tions; Dr Frigyes Banki, Managing Direc
tor, Hungarian Investment and Trade De
velopment Agency; Dr Pal Varga Koritar,
Deputy Director General, Ministry of In
ternational Economic Relations; and Mr
Laszlo Bathory, Batthyany Financial Con
sultants (25 October).
• Mr Valeri Borodin, Chief, Currency
and Financial Administration, the Russian
Federation Chambers of Commerce arid
Industry, together with Mr Valery
Nazarov, President of the Federation's Of
fice in Seoul; Mr Alexandr Tarakanov,
General Dires:tor, Foreign Economic As
sociation; and Mr. Vassi Ii Tkachenko,
General Manager for Hong Kong, Aeroflot
(26 October).
• Mr Vladimir Dlouhy, Czech Minis
ter of Industry and Trade and delegation
(4 November).
• A delegation from Bradford headed
by Professor David Johns, University of
Bradford (5 November).
• Ms Chantal Tine! de Toirac, Execu
tive Director - Asia Pacific, Marseille
Provence (10 November).
A meeting of the Europe Committee
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Dubai World Trade Centre.
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MOTEXHA/
Childexpo

Thinex Shek Ping Tai handles Arab inquiries
in the Chamber's section of the Pavilion.
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Twentythree Hong Kong companies(20
of them in textiles and garments) took
part in a pavilion jointly organised by
the Hong Kong Trade Development
Council and the Hong Kong General
Chamber of Commerce at the 23rd
MOTEXHA/CHILOEXPO International
Fair in the Dubai World Trade Centre on
October 20-23.The Hong Kong
companies received 535 inquiries and
secured spot orders worth
USDl ,343,500 and a further
USD873,500 worth of goods under
negotiation.

The meeting with the Czechs.
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Vladimir Douhy and Robert Savage.
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Robert Savage, second vice chairman of the
Chamber, received, on November 4, a
delegation from the newly created Czech
Republic. The Czechs were led by their
Minister for Industry and Trade, Vladimir
Dlouhy. He provided interested Chamber
members with a concise description of
economic conditions in the Czech Republic.

was held on 3 November, at which Mr
Omer Sahinkaya, Consul General of
Turkey was the guest speaker.

Shipping Committee

Members of the Working Group on Bor
der Crossings reconvened for a meeting
on 21 October, following developments
in government towards the issue of 24hour operations at the border. It was sug
gested that a senior government official
from the Transport Branch be invited to its
next meeting to clarify the situation.

Hong Kong International

Two liberal MPs of UK, Mr Archy Kirk
wood and Mr James Wallace, visited the
Chamber on 19 October. They were
very impressed with the growth and mo
mentum of the Hong Kong economy and
that of China. However, their concern
was that the rapid growth in China
would widen the gap between the rich
and the poor.
On 9 November, Mr Edward Garnier,
Con, MP of UK was received by Mr Pau I
Cheng, the HKI and the Chamber Chair
man, and other attending HKI members at
the Chamber. The meeting discussed a
number of issues relating to the economic
interdependence between Hong Kong
and China.
Mr Tony Banks, Lab, MP, UK, visited
the Chamber on 10 November. As an MP
of the Labour Party, his interest was the
security systems of China.

Hong Kong Taipei Business
Cooperation Committee

On 20 October, the Executive Committee
of the HKTBCC met to discuss and en
dorse the final programme for the Third
Joint Meeting.
The Third Joint Meeting of the HKT
BCC and CTHKBCC was held on 1
November. Over 120 members from
both sides attended. A seminar on "Fi
nancing trade and invest ment: Hong
Kong, Taiwan and China" and Joint work
ing sessions were organised in conjunc
tion with the Joint Meeting. A Memoran
dum of Understanding was signed after
the joint working group sessions.

The big Argentian delegation meet interested
Chamber members.
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To foster business relationship be
tween the straits and to strengthen Hong
Kong's role as a middleman, delegates
from Taiwan were also invited to meet
with senior representatives from Chinese
enterprises in Hong Kong on 2 November.

Argentina
wants
more trade

Pacific Basin Economic Council

A trade delegation of 24 Argentinians, led
by Dr Domingo Felipe Cavallo, the
Argentina Minister of Economy and Public
Security, visited the Chamber on
November 5. The purpose of the visit of
the big delegation was to examine ways to
increase trade between Hong Kong/China
and Argentina. Robert Dorfman, vice
chairman of the Chamber's Americas
Committee, was in the chair. The Chamber
is itself organising a business group to visit
Buenos Aires (Argentina), Sao Paulo
(Brazil) and Caracus (Venezuela, optional)
between April 11-23.

T he PBEC Steering Committee meeting
1993 was held in Honolulu, USA from
22-24 October. Colombia, China and
Russia were accepted as applicant mem
bers at the meeting.

LOCAL AFFAIRS AND
ECONOMICS DIVISION

t

I

T he Division started a new service for
members through the Chamber's Phon
afax Service last month. Important week
ly business and economic statistics are
now contained on the first page of
Phonafacts - the economic briefing
service. The service is updated every
Monday morning . Just dial 005 on the
Phonafax Service. The Division complet
ed the Chamber's Budget recommenda
tion during the month. T he Chief
Economist spoke with several visiting
delegations and conducted several local
and foreign media interviews. He also
spoke to the Aspac (Asia Pacific) Taxation
Conference on Indirect Taxes and to the
Institute of Personnel Management on the
economy and wages.

The Argentine Minister and Robert Dorfman.
�fflfifilHl, �-�-

The meeting with
the Egyptians.
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ECONOMY POLICY COMMITTEE

A meeting was held on 6 November to
discuss the present ill-advised lobbying
for a Central Provident Fund (CPF) and
the programme for the Economics Divi
sion in 1994.

Gamel El Nazer and Manohar Chugh.
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SERVICE INDUSTRIES DIVISION

Egyptian
delegation

HONG KONG COALITION OF
SERVICE INDUSTRIES
Representation

On 28 October, Dr W K Chan, Coalition
Secretary, attended the seminar "Chal
lenges and Opportunities - China's Return
to CAT T and its Impact on the Hong Kong
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Manohar Chugh, a member of the Chamber's
General Committee, welcomed on November
12 a delegation from the Egyptian
Businessmens' Association led by Gamel El
Nazer. The delegation sought increased trade
with Hong Kong.
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Ted Pryor
gives a
briefing
and a video
presentation
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Economy" and delivered a speech on
"China's Return to G AT T - Impact on
Hong Kong's Financial and Service
Industries".
T he HKCSI has established a contact
point in Taiwan for the international CSls:
the China Taipei-Hong Kong Business Co
operation Committee. In the third joint
meeting of the high-powered Hong Kong
Taipei Business Cooperation Committee
(HKT BCC) and the China Taipei-Hong
Kong Business Cooperation Committee
( CTHKBCC) on 1 November 1993, a
"Memorandum of Cooperation" was
signed which _included the provision that
"the CTHKBCC should promote the work
of the Hong Kong Coalition of,Service In
dustries (HKCSI), advise Taiwan business
men of the development of service indus
tries in Hong Kong, and serve as a contact
point between HKCSI and overseas CSls."
Mr T B Stevenson, Coalition Chair
man, and Dr W K Chan met Mr Michael
Cartland, Secretary for Financial Services,
on 11 November to discuss closer liaison
between the CSI and government policy
branches. It was agreed that such con
tacts had been useful and they should
continue on an informal basis.
Committees
T he Information Services Committee
met on 3 November to hear presenta
tions by Tradelink and Hutchison AT&T
Network Services (HANS) on the devel
opment of electronic data interchange
(EDI) in Hong Kong.
T he Infrastructure Projects Committee
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Development
Options
E G (Ted) Pryor, Government Chief Town
Planner, briefed members on November 10
on the options in the current Territorial
Development Strategy Review. James Lu,
vice chairman of the Hong Kong Coalition of
Service Industries (HKCSI) was in the chair.
DrW K Chan, HKCSI Secretary, is receiving
members' specific comments on the review
and will be writing a HKCSI submission to
Government.

Ted Pryor,
James Lu and
DrWK.Chan.
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Saif Sultan
and Manohar
Chugh.
�j:_§_,3t�f,jl

Dubai Free Zone
Saif Sultan, director of sales and marketing of
the Dubai's 100 sq kilometer Jebel Ali Free
Zone, briefed interested Chamber members
on November 9 on the complex's value,
including its port and industrial park, as a
central distribution facility in the Middle
East. He said foreign investors enjoyed 100%
ownership of their facilities and could
repatriate 100% of their capital and profits.
Manohar Chugh, from the Chamber's general
committee, chaired the meeting.

met on 5 November with Mr Billy Lam,
Director of NAPCO, to discuss progress of
the airport core programme projects.
T he Transport/Distribution Services
Committee met on 12 November to dis
cuss the subject of port development in
China, as well as other transport related
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issues, including border crossing, railway
development and midstream operation.
T hirty members attended a briefing by
Principal Government Town Planner, Dr E
G Pryor, on the Territorial Development
Strategy Review, which the Coalition or
ganised on 10 November.

The meeting with the Jamaicans.
•�mn'fl

Jamaican
delegation
Paul Robertson, Jamaican Minister of
Foreign Affairs and Foreign Trade, led an 11member delegation to the Chamber on
November 8. The Jamaicans were received
by C L Kung, chairman of the Chamber's
American Committee, and interested
members. The visitors invited an Hong Kong
General Chamber study mission to Jamaica.

HONG KONG FRANCHISE
ASSOCIATION (HKFA)
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Committee
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The Committee met on 27 October.
A working group was formed to study
the draft Code of Practice for mem
bers. T he Association was also con
sidering conducting a survey on fran
chising activities in Hong Kong.

�A�±gg������•ArU�� 0
�&�����m•••m���-��
�o

Paul Robertson and C L Kung.
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Franchising 93

The Franchising 93 exhibition was
held, concurrent with the Investment
and Trade Show, from 10-1 3 November
1993. The event attracted nearly 10,000
visitors. The Franchising exhibition in
cluded the following types of franchises:
laundry services, convenience stores,
computerized signage production, chil-

Labour MP
Tony Banks, a Labour MP from Britain,
visited the Chamber on November 10 and
was welcomed by Hilton Cheong-leen and
other Chamber members. Tony Banks
expressed interest in Hong Kong and its
people after 1997.
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dren computer learning centre, bathtub
refurbishing, carpet care, ice cream ven
dors, herbal tea retailing, and estate and
maid recruitment services. The HKFA also
presented a booth which proved very
popular during the exhibition.
Concurrent with the. exhibition, the As
sociation organised a Cantonese speaking
seminar on 11 November. Speak
ers included: Mr Wang Qiang of
Kentu cky Fried Chicken in
Guangzhou, who spoke on various
aspects of franchising in China; Mr
Eric Chin of Futurekids, on his ex
perience of introducing an Ameri
can franchise to Hong Kong; and
Ms Andrea Fong of Wilkinson &
Grist, on the role of intellectual
property in franchising. The semi
nar attracted 110 participants.

Books

The Chinese versions of "How to Fran
chise Your Business" and "How to Evalu
ate a Franchise" were published by
the HKFA, jointly with the Next Pub
lishing. Over 500 copies were sold
during the franchise exhibition. The
two books are now available through
Next Publishing's regular retail out
lets.

Overseas Delegation

Tony Banks and Hilton Cheong-leen.
I9I5iWi ' �:ffJI!

H KFA Manager, Charlotte Chow,
and Chamber Assistant Director, Dr
W K Chan, briefed an 1.8-member
delegation from China's Department
of International Co-operation of the
Ministry of Commerce on 1 November

on the concept of franchising and its de
velopment in Hong Kong.

Consultancy Services

The Association received about 50 en
quiries both from China, as well as local
ly, on franchising opportunities.

■

Edward Garnier and Paul Cheng.
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Conservative MP
Edward Garnier, a Conservative MP from
Britain, visited the Chamber on November 9
and was welcomed by the Chamber
Chairman, Paul M F Cheng and members of
the Hong Kong International Committee,
charged with promoting Hong Kong abroad.
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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 "Week-To
View" 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.
T he Chamber logo is gold stamped
on the front, while the inside
carries the season's greetings.
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The Hong Kong General Chamber of Commerce
22/f United Centre, 95 Queensway, Hong Kong
Tel: 529 9229 Fax: 527 9843

YEAR-ENDER/TRADE

Way clear for intensive
UR negotiations
Chris Jackson: "The talks to reinforce the multilateral
trading system have gone on too long"

Chris Jackson.

hris Jackson, deputy director gen
eral of trade says: "The one key
issue for us in the last year has
been getting the Uruguay Round (UR) fi
nally completed.
"These talks have gone on too long.
They are an important reinforcement for
tlie multilateral trading system. There are
improvements that need to be made and
we want to increase the scope of the mul
tilatertal system into services and intellec
tual property.
"In setting an effective deadline of De
cember 15 US Congress, extending the
President's fast-track authority to that
date, did help concentrate minds on the
issue and force some very tough political
decisions to be made. But the House of
Representatives created a sudden sense of
uncertainty as they approached a vote on
the North American Free Trade Agree
ment (NAFTA) on November 15.
"Had that vote failed I think the
chances of concluding the UR would
have diminished significantly. In the
event, as we know now, N AFTA passed

trading partners.
"T he US has
done a very great
deal since World
War II to build up
a multilateral
trading system and provide a market for
Hong Kong. We have stuck to those prin
ciples which the Americans helped
spread to the world and, in our turn, we
have become a significant and growing
market for American products. We are
now selling more and more of those US
products into China and we are setting an
example in tastes to young Chinese, par
ticularly in Southern China, as part of that
multilateral process.
"Opening up China's economy is a
two-way process."
Chris Jackson says: "This really leads
me to the question of China's entry into
GAT T which is something we in Hong
Kong are involved in. We are on the
Working Party both of China's reacces
sion to the GATT and Taiwan's appl ica
tion to join the GATT.

C

�mH

the House and then predictably it was
passed by the Senate on November 21 .
Chris Jackson says: "That cleared the
way for intensive negotiations in Geneva
and it now looks as if a successful Round
will at last be achieved.
"We in Hong Kong believe passionate
ly from our own direct experience that an
open economy, a competitive economy,
is a healthy economy. We like to see a
healthy economy in one of our biggest

"We in Hong Kong believe
passionately from our
own direct experience that
an open economy, a
competitive economy, is
a healthy economy. "
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HKGCC

welcomes
NAFTA

T

he Hong Kong General Chamber
of Commerce reac,ted positively
on November 18 fo the success
of NAFTA in the US Congress.
Robert M Savage, second vice chair
man of the Chamber, said: "NAFTA will
be an example of open regionalism in
conformity with the current GATT regu
lations. Within these parameters, the
Hong Kong General Chamber of Com
merce welcomes NAFTA."
The Chamber expects a minimal im
pact on Hong Kong manufacturing and
trading interests, though over time,
some businesses exporting to the US
market may find it cost effective to set
up manufacturing plants also in Mexico.
Mr Savage explained that the Cham
ber was eager to see an effective updat
ed international multilateral agreement,
in preference to any regional agree
ment. A successful conclusion of the
Uruguay Round of GAT T negotiations
wou Id be the welcomed solution.
"Hong Kong has thrived as the shin
ing example of a territory which has
benefited from the genuine application
of the principles of free trade," he said.
"This is most effective in a muli-lateral
setting. 11
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"Both are major economies in this re
gion - rapidly growing economies. And
it makes every good sense to get them
firmly into the multilateral trading system.
But to do that, of course, there is no cut
ting corners. We have got to reach a-satis
factory agreement. Other GATT contract
ing parties have got to feel satisfied and it
is taking a little bit longer than we origi
nally anticipated.
"But China is very determined to suc
ceed. It has recently taken action on a
whole range of products. This will be part
of the process. How long it is going to
take is difficult to say. I hope it could be
not too long. It will be helpful to Hong
Kong because we have growing business
with China and Taiwan. We have growing
investment there.
"Membership of the CATT brings with
it many protections, many rights. Just one
example: Mexico has recently taken an
anti-dumping action against China on a
very wide range of goods. This action af
fected about HKD3 billion worth of re-ex
port trade through Hong Kong from China
to Mexico.
"China had no recourse to the GATT in
this area. Neither did Hong Kong because
it was simply re-export trade and that has
no locus under the GATT.
"Had -China been a GATT member it
could have pursued its rights much more
vigorously. That's just one example. There
are many others. China is vulnerable to
anti-dumping and countervailing duty ac
tions. And China is more vulnerable be
cause it is not a member of the CATT
"By extension Hong Kong investments
in China and our re-export trade are
therefore vunerable.
"Once China and Taiwan are firmly in
the multilateral fold that will include cov
erage of services. Our exports of services
at this stage are relatively small. But clear
ly the prime targets for future services' ex
pansion are likely to be close to home
and an Agreement on Trade in Services
(CATS) would provide a very useful frame
work for us to expand those services.
Chris Jackson says another issue dear
to our hearts is the relationship between
our two major markets, China and the US,
and particularly, of course, the Most
Favoured Nation (MFN) status which the
US grants to China on an annual basis.
That annual exercise creates a sense
of uncertainty for our businessmen invest
ing and trading with China which we
could well do without. It is also inciden
tally a drag on US business expansion
into Hong Kong and China.
"When this year began there was con
cern in Hong Kong that a new US Demo
cratic Administration would add uncer
tainty to that MFN status. In the event the
President was able by executive order to

extend MFN for another year. But by fo
cusing in the executive order on China's
human rights this adds an additional sen
sitivity to the exercise next year."
Reviewing Hong Kong's lobbying state
gy to respond to this situation, Chris Jack
son says that there is an ongoing lobbying
exercise in Washington all the time. Hong
Kong has a strong office there which is be
ing reinforced by the new Commissioner
for the US, Barry Wiggham.
An important element in this exercise
is positioning. Hong Kong, he thinks, is
well-positioned.
"We are associated in Washington with
free trade. We have many admirers. We
are seen as a friendly face, admired by US
business interests and with many contacts.
"We are naturally aligned with many
US business interests.
"Quite how the MFN exercise will un
fold next year I'm not sure. But what is
clear is that any removal of MFN would
be extremely damaging. As exports of Chi
nese products grow we become more and
more vulnerable to this annual exrcise."
Chris Jackson goes on to say that be
neath the broad umbrella of the MFN,
there are various other trade issues that
rumble on between these two trading
partners. On 301, a market access agree
ment reached betwewen China and the
US requires certain deadlines to be met.
There is always the possibility of further
friction resulting from US perceptions
that China has not met those deadlines
sufficiently.
"Anoher area of disagreement is over
transhipment of Chinese textiles exports.
That has a spin-off for Hong Kong and in
deed other garment and textiles exporters
who have been pressed by the US to
agree to some fairly tough language in bi
lateral agreements designed to allow the
US to deduct quota in the event of
proven transhipment.
He says: "The balance of rights and
obligations established over 20 years un
der the Multi Fibre Agreement should be
preserved so that the gradual phase-out
over 10 years of quota provided for in the
UR text can be achieved in a predictable
way. And by importers who rely on
places like Hong Kong."
Chris Jackson says: "You have men
tioned observations made to you about
the steady transformation of Hong Kong's
economy and concerns that our industrial
base is being diminished as a result of re
location of factories north of the border.
Of course, this is something which the
Government watches very closely. The In
dustry Department in particular. And I'm
not really in a position to speak.11
Hong Kong's success has been found
ed on the belief that businessmen make
the best business decisions. We must not
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do anything that interteres with that suc
cess. Equally we must make sure we pro
vide wherewithal for businessmen to car
ry through the decisions they make. That
includes the infrastructure and the
trained personnel.
"We can see major examples of infras
tructural work going on at the moment
and we can feel in our economy the im
pact the University of Science and Tech
nology is having in turning out well quali
fied people. And the efforts being made
by the Industry Department working with
for example the Productivity Council.

"For me it is interesting to see how
more and more up-and-coming young
businessmen involved in China trade are
interested in using profits generated in up
grading manufacturing in Hong Kong in
cluding investment in research.
"This is encouraging and I hope it is
something we can build on. I know the
Industry Department is interested in doing
that. Of course, as an economy changes
as rapidly as Hong Kong's there are
bound to be concerns about what's hap
pening and where are we going.
"There is a sense of uncertainty which
is natural. Nobody can say precisely
where we are going. W ho would have
thought that in 12 years we would have
developed this remarklable symbiotic re
lationship with Southern China to the ex
tent that we have.
"We did not foresee it. We couldn't
have planned for it. It was something that
was market-driven and it is the better for
that. Developments over the next decade
and more will be market-driven. That is
how it should be. W hat is important is
that we stand ready to respond to those
changes in the market. And I think it
would be difficult to find an economy in
the world better equipped to adapt to
economic change than Hong Kong.
Chris Jackson concludes by saying:
"We see the UR as being particularly im
portant because as a smal I territory Hong
Kong has benefitted tremendously from
the disciplines the GATT has provided
since 1948. We need disciplines to be
strong. We need a strong dispute mecha
nism and we would very much like to see
these disciplin..es cover new areas. The
services in particular.
"If the UR were to fail there would be
a significant loss of faith in the multilater
al system. GATT rules as they stand at
present are getting creaky. They have not
been updated for sometime. They need
to be realigned with new economic
developments.
"Moreover the UR has been held out
as a hope for economic reform. Were it to
fail, a great many pent-up demands from
protectionist groups would be unleashed
in our major markets. And I would expect
that the number of trade disputes would
rise slowly but steadily in the months and
years that followed an UR failure.
"It would be impossible to quantify the
damage which this loss of confidence in
the multilateral system and consequent
trade disputes would do. But for some
where like Hong Kong it would be most
unfortunate in the long-term.
"That said, given the strength of the
Hong Ko)lg economy and the rapid eco
nomic growth of the region, of course we
would cope and cope a great deal better
than many others."

■
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Tremendous changes
Manufacturers with headquarters in Hong Kong are more
interested in product design for the new China and
regional markets. But where are the product designers?

H

ong Kong manufacturers who
have gone into China and left
their headquarters here are ex
panding into medium-sized manufactur
ing companies comparable with devel
oped countries.
In China and Southeast Asia they now
have found markets with great potential
and markets that they can fully under
stand for the first time, both physically
and culturally.
These manufacturers are improving
productivity at a much faster rate com
pared to the services sector which now
dominates Hong Kong employment. Slow
productivity growth in the services threat
ens to reduce earnings.
Manufacturing with a smaller work
force is producing value-added exports
with a higher value than five years ago.
Workers' wages in manufacturing are im
proving faster than in the services.
The expanding manufacturing compa
ny with headquarters in Hong Kong and
producing in China or elsewhere is much
more interested, and has more funds
available for, product design than it used
to. But the problem of training local raw
engineer university·graduates as product
designers is not being addressed.
Hong Kong needs to ensure a supply
of product designers for its manufacturers
if it is to retain its many production head
quarters in the territory. In most countries
that have a similar supply problem the
Government usually intervenes.
These are the views of SK Chan, direc
tor of the Productivity Council, and his
colleague, Dr James TY Fok, the Produc
tivity Council's branch director for design
and automation.
S K Chan begins his 10th successive
year-end review of the Hong Kong's in
dustrial scene for The Bulletin with a defi
nition and two significant sets of Hong
Kong statistics which he uses to illustrate
what is happening.
He defines direct workers (blue collar)
in a production environment as those
who are physically engaged in assembly
and other work that is directly related to
the completion of the product.
Indirect workers (white collar), he
says, are those who are engaged in de
sign, product development, marketing
and even accounting. Indirect workers
provide a range of support without which
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it would not be possible for the manufac
turer to sell the product.
He makes the contrast sharper: "One
of my theories is that the more primitive
the method of production the higher the
proportion of direct workers."
He goes on to say HongKong statistics
show the number of indirect workers has
increased very significantly over the past
10 years. The proportion has more than
doubled in that period. The proportion in
manufacturing industry was 14% 10 years
ago. At the end of 1993 it had increased
to something like 30%.
S K Chan says: "These figures, which
nobody has pointed out before, show
manufacturing industry itself is undergo
ing tremendous change."
The second interesting set of statistics,
he quotes, shows that in the past five
years productivity in Hong Kong's manu
facturing industries has increased at a
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faster rate than productivity in the service
industries.
"In fact, if anything, we are beginning
to see an opposite trend," he says.
"Productivity in manufacturing is in
creasing and therefore wages are rising
faster than in the services sector. By con
trast, productivity in the services sector is
decreasing. Wages, as a consequence, are
rising at a slower rate in the services than
in manufacturing.
"This indicates two basic trends and
they seem to be interrelated:
• "The increase in the number of indi
rect workers indicates that the manufac
turing industry is being upgraded. As a
consequence productivity is increasing. It
is obvious. For the first time we are see
ing some decline in domestic exports but
if you look at employment in the manu
facturing sector, it has declined much
more drastically, from over 900,000 to
550,000.
"Almost 40% in terms of employment.
In terms of export value I think we are still
way ahead of five years ago:
• "W hereas, in the services sector
employment is increasing but total output
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of the services sector is not increasing at a
rate commensurate with its increasing
employment.
"There are two broad conclusions that
can be drawn:
• If Hong Kong continues to move to
ward a service-based economy and there
is no increase in productivity, then the in
dications are we might go into a period
when we will see decreasing earnings.
• Why has manufacturing increased
the number of indirect workers? Because
Hong Kong is moving toward, what I call,
being much more development-oriented.
By development I mean both process and
product development.
S K Chan calls for support for his argu
ments on Dr James T Y Fok, the Produc
tivity Council's Branch Director for De
gign and Automation, who he says is
much more qua I ified to talk about this
type of manufacturing:
Dr Fok says: "The two trends which
S K Chan has described show Hong Kong
is moving much closer to the situation in
developed countries. In the States the
same phenomenon is also true. The wage
level in the US in the manufacturing sec
tor is much higher than in the services
sector.
"In the US most people employed in
the services are what they call, 'hamburg
er flippers.' These people, who turn over
hamburgers as they fry them, have very
little skills and the value-added content
of their work is quite low. Expansion of
the services sector is thus generating a
proliferation of low-paying jobs which
cannot replace the type of jobs in the
manufacturing sector.
Dr Fok says Hong Kong companies,
with the opening up of China, have not
only been able to move their more labour
intensive work to the Mainland but most
have also expanded their operational
base.
"The average employment size of a
factory in the manufacturing sector in
Hong Kon'g used to be about 20 people.
Some of the larger sectors of industry, like
textiles, garments and electronics em
ployed about 80-100 people in their fac
tories. Still, they were all small opera
tions.·
"Now we find most of the manufactur
ing operations employ a larger number of
people in the PRC. Total employment on
the Delta is close to three million. The
size of the manufacturing company has
grown to the equivalent of middle-sized
companies in the developed world and
their output has increased substantially.
"This brought the Hong Kong manu
facturer with operations elsewhere more
comparable or closer to the developed
world in terms of people employed and
terms of business volume."

r�m�I·����ft§�E8•�?P
l!t:}'��: r��tJf!HtUi:WA1iJf��
�•* ■ ffi• •�•*�Bw mm*q I.ffltE�mU7"1-��n�ft%ffi•�ftfi
����-ffi•�ffi�g��£7J�-E8�
��-�
Ltz11J a J
fm51illEtJm=mtrtcH•*•ffi,��KE.
r�miffi���*'J,fflffi�-' 1::1ri
�, �m•�•ITT�£1J�*�1t.ftmu91•
IEtE]rtg�JJR
�1-tf.h
r�ffifi:��B9ffij!;•-�*m*�$�El'J
r-�-���jJ��•�®I��*
�lltfil.lt�IU9J*'t1c Ei3Jnn!U9J*B9�£7JIE Iffi B ��1Jo, M:KQioJ£&JJR
��•�m�£n�������mm
tEr�, I�t�*�!lm�tt
r��tr1EH�lli7ffifflli�H��£* �:m-,�m���alliITTffi£tlEI•§*
,II�:
m��;��·��HRHE�m•m�•
r-�-B'JMffiIA·§��•��� *o
�fflfi*ITT�£--��•M*•��7Jfil
r��, aft1FHD�J=i�R.P.ftlE!JiR
ffl��- llim*�lliPMffir��ffiR� �•+;i;m�B�ffl*•§;@�T��•
��� •&•�-��-A-��n+•* HEM��-�-•a•�•�*-�HR
�iU��E.+:n;i;
ttE�ftWm�-�-•��-�ffi�
rm��flARB'J•M�a%z�+•
rf& lffl 1m, � 1ri 111 � {'p lli � � * B'J :19:
@�UlliPMffiH••m•:n�M��w� ft•��A*BMRM��-*&*M•
:Jp,
:no @ftP.fr����tlJi�ITT�*�i!l�&�•
�B*�*A••��-��•@M a -�AA'fmfF�FJrmffl,t,,EtJ�tmfiiJioJMHrfi
�:l:t�*W��J:.A.s9�*
�u•�••mmt1:fm����•*:Jp,•�
r� �,�PJtlt tf:l ffi 1�ffl.t1tsttB'JMwli:
�ffi£tlE!i'fH•£�H-�*�-�� 0 J
r1�tm�m-"JJOOii.fA�H�B*::t•
��,'.fl�±�1t•M�-�-ITTfflm
��•*EtJn��••m�-noo��n� •*•&fil*��mu��•R*�t1:m&
*��m�M•ftmITT� ■�APJ�er ttt/Jt ,%ffl;fp��H�Bn00ITT��
�o
-�if(jtzofiiJ,fm�X?,A-�*IEtEQ�
r�ft1-t�--�-�MffiIAA•e
rftfflm-m�AvffiJ:.ill§�7JS9ir.tt*��
�-���?ft�A����mIEtE�ffi� �•�a%z-,�:Jp,�*IE�n�ft�fi:
wm� rn••�J•���•Rmm�2 §�n , {£Lm��*mz�
-����FfR.�tlEIS9JlR
r��·�����fi£*m•m�,
l!t:}'�jlji�P�tE�"J500�1'f��S9'.�JE ��%ffl�m&a���ma��n•�m
�tl±f'l=lli�1t
ffi*1UfttlfJ:ffis'JP.ftlEIM:�
'.?IJE�tl±�: rl!t9t;��JIJB'Jffifi:�
r,g,���1f•1faflLrnijUJIDttts9�f�,
�Effi•�mIE�-�J:.�����*�o ft��•-��EE�m•*HRB'J••*&
��mllimffi@MR•a�-�-IA�I ���fi:���fi��•�AHR���tf
�•�*�11tm.1:tm&*IAB'JA�
•1f•��A•��EtJmama&%ffl�
rtE��, *��% IAi��-H�Bfi jJ
*'��IA�T■fflM•����•-•
r��•tEm��•�m•*R�-�
ffi*•I���ffi�ID�� ��•m&* H•-�fflfiJ:..1-tAffi��ITTP.ftlEl,a
■�Re����AB'J&&*�•@��� �-•�M:�-ffi�m�mUHR§B��ffi
�tlEI
fm�•EE;/n���-��•�m0��
rm��+�M.1:t••�m•*tE�tlEI
¥PJUM�IW-�Iff�tt*��fi•� �·���-·��B�A��•�aUtt
PJfi�Tl•••*ms9�i1£�
tE�tlEl-�����IEtE-�ITT�-��A
r�m�I ffiSf-��,ffl*�=+45I mw
A•$%fflm�*�fi••���-,�
-�±�•��mITT•�•Affl•mIE
�'-�*•ffiMIEB'JIAM-�EEA+ •Jn���*M•*$%•�•m•���
45�-a45, f§J§.1:tzr, ��I•m�>J, m!R£tlEI
m•��o
�m�HITT�tlEI��---�,��
r*$%��IEB'J��fflffifi.1:t�m 8$$•�K���••*�QA�ffl-�
�*ffl?P-•¥U�IT���H-•IAM• f-+*
����a••��I-�ffiMR•fflffi�
fm�•�m��n���w��*�+
��������Iffi•®£·���-* fl�UiFHiR-'6-ffifu'l!A m!R�& (��{I�
�li!i�tm
a,�ft•�•,�a•�,•••�$)
r:13��tE7"1-tfil�i'f�-��miffi, • 89-�lffim!�fi-{'p '��IJ�tEff!,ffl/fJ�-�
wliUIAM•��-•aH••••�mw (���:�IBA��tE�?P-ffi$J:.•U�
���*ITTiffi$:1:�fi
iH��R}f!, 1i ��:I: �tm �� �1� � iC"tx:iElffi
'.?IJE��±-ffl•�tE�m�IE•� •���·ill��*m����-��*m
��1-tT�1tti�$s9atw
�IB�•&•��mtE��J:.•M�*:l:IB
� 0

J

0

0

0

O

0

0

0

0

0

O

O

0

0

0

0

O
J

0

0

0

0

0

�-�-

0

0

J

OJ

0

J

0

O

J

0

The Bulletin December 1993 33

YEAR-ENDER/INDUSTRY

A>M��@ 0 � &W��*ffl�*-�'
{1=W!�JlJlR;fflm.--t5t�ir ffi�mklmf4�
�W�fflA�MH•��-•���ffl 0
-��ffiffi®•@�,t��-&��
O

�����•m���A±�imm���

#•�•�#�wm��n����I�fi
�tt,��ffl:i>l�f½ 0
rftm�I�*ff��·�����A
i1Hr�®Jlmk, fm1Fi%�\3 i3�11,�,fpfil¾'.

m#•=��m*���-��,���m
®5tm#•�ffl11tB•#-�ii•�� O &
�•aM±±��-�I�fifflT-�-�
�M•Hmklli-&�*��j�•m11tM•
ffJl:U1��'rfl.f4•A,-�-H��§gn·
�:ggl��&:*,�4'J-.ffi®B9&:**
0

�o

@Wt : r�®!lHl�&*tUt ,�;&
-��N*�ffl���*•X��Ll��ii
*fi*�mt*�ii'•�m%��m•*m�
@ftB9"£*tlt'1; J
•��•±•�m•wm•*����
-ip'JM•�fil¾'.!HilH���fE
��m#��•�mtMM•@fflfflMM
��m�a*�*m•���'®M���
w. ,:(E�it(f4fO�ffi�&:5t
r��•ftmR�M�□m#•*mtR
m®•&tt�-���•�B�m��*·
���fr-fflii'®�[IDO.�£®8�
�•ftmfr�ii'��$��ffl*Ae#o�
1.1�£,ffl�lt
r��T��Ll••��-*�®�N
ir�--��*•��•D¥��B�Q8
¥1Jfil¾'.ttfi���-�[ID
r-��ii'fflmWmL�.=:&fift��
f1Js9qm,&��$ma•,fflft£,ffl:bgWII
W-ft�*��tt�,u•#**Br�M
'1;
�mffl�•**•��-·����
t.g:wn11=a1t�ttT *{f�5tI�*ti�I:�
¥1Jfflf�iAJM,rffi_§_�i§.¥1J7"t-t-t!Hl��!Hffi'
§}3:(Epgt-tB ••L ftfF�:(Eit� , �VH�
�Bffl&:T��fil¾'.tt�ffi,Uffi����A
::t
r7F�,1tzfto�m��1Jo�j*�B��tffi
�ffl•tt�-��ffl���&:5trffi.�,.
1��illt£,�mu�-@filt'.tH§n
����T���ffl•�m•��
�ir&��-7"t-�fil¾'.tt�ffi�fil¾'.tt��0J
��,��'�;x.�][-@��t*�{I
p,;fj)=J fiJ}MFAJ��¥1J�-fiMMT'��filit�
If�§ffi�r-gWII 0
•��fHtfil!'.ttB�w��F�*,ffiJE.I
�Hmk�*�llt����fil!'.ttfi���-�
�fE�•@mm���m&tt&��um
ffM 0
rmm&�f'Flli�n, ffr-����ffl
�•&�A�mw��-��ft�•��a
*ft� o ft���ttfrff�,m�--�?
ffl��m��-�?ttm�••���?ft
fFi�t!OE&:�@qm?
r�@ffl�ftm��-��fflM���
MoJ
-���±Mx•WL��$&�-M
�§§:1:J�f��®�!HU�,�Pfl�@fri (W
m�£ 1JOE��) mR�•�-:@t-HI�
W•@IB�*$5tWL•��m�mffl*7F
0

r$�*�B�fflft*m• ��•ft
fFU:JJ�:lH��it�&�zJ+1m•,{_§_*�ft�
@m•ti��� ,*1W5tm•tR}!Vti���1Jo
•·•���$MA�ffl,fflA*ffl•:(E*
�T o
r@§�$�1m��·*•*•••m
m,rm�1�m•x�R1FirM�?iM�,R1Fi:(E
�w�����ffl��mm•--t5t*�·�
�•*�ft*�m5&•����&ffln�
Ji�ft· o
�-�·��-*ffl���·�-�
�tt&���•wm�ffin���mfil!'.ttlli
�*�--t=�•�••*{ffi5tfflBMtt$�
m• , R�ffi��ffltt�-0 J
����±m�•wm�ffin���m
�-��*��ttfi,@m�$�m•mfil!'.
ttlli�·�-•-•tt�-�ffi��£�
ii',rm_§_�c14mt*���1r
r�,�&�lli$�m•B�"£� 1t, Ll&
��-�,���•m�m•�•�fflnK
:(£�* m�wmI�*�mwae•:(E�
0

0

0

�o

rq���*�&��m••�•�w
mr����.=:&m� 0 J
�j-"�filit£®!lmk11=lliffi ,Mt1E
r�-�ii'®�mk�w*±�*§�=
f\11trii'®�@, �-�11trii'®�F�m
$'%&��Ll�rr���£•%�Ll�
#ii'® (tP1ltr�filz8�tt�8) %:Jff�jl'
r�=�11tr£®�ffi*��,-��
ii'I�&hWffl;���ii:®�$�M�
ffi•*�R�-�����M•��•ftm
£,����1JotJ��
r�ffi&m���m•���Hmkii'®
�-••ffl��·��%��rr�®Hmk•
��•���•��W�Hmk��IB�•m
•••mttiJ��P�
r�mfr£®H��@�&*��•�
fil���*�m#O�®H�����=:
r�-��ffl��B*�m#�rr�g
�£•&�•••%�&�ii'®�U¥n�
���•��ii'®m#�������M
r�=�§fi��m�m#,@�mm
:2Js:zi��•§§1J J
•���•wm�ii'®Hmk�•�&T
71Jffif��� :
r-�--�ffl�□ii'®&§rrH��
0

0

0

O

34 The Bulletin December 1993

0

0

O

O

0

,

O

O

0

3-j

0

�m�-M*•g�,�®�ttm�-�·
��F��ft-i�'Jfil!'.tt•�,�JIU�*&W.t-g
Willli�7§��!Hm•����W���fi
� ,ftfFtltJfw���@B9�*��
-��M±ffi�&m�ffi���K-�
w�K�a•n��&�£�•m•@�•
R1r�&,ffl•��t1�•sJfflm
,�rij:1:.g:w11lli
A
•m�Mf:(E,�ffl��ttlli��m*�'
§§frrn��r�'J%mt�ii'®
@�,m�I��ttfirM*�s��HI� •
*®��*0�•*•&�mI•�m•�
�1�*,fil*�§§nhijU�*�-�•*rJr
�WII� 0
rrn�ftfF� (�m�£n���) B�If"F
1:i��ir ,rffiE-�8**M¥1Hi��ttlffl�
w•tt�••n�£®'ttm�u�•m
1J,
��Fft1Fi•�Wi7"t-�� '�JIIJM
��fi*mmt.g:wnw �7"t-,tt1Fht'I'�
ltW��fF,:1:-gWIIEIJAtt 0
�@��-WMB��*•ffl•��
Jfffi' A ,h�ttfi��:1:.g:w11�� B�ftfF�
(�m�£JJ1JE�frib)%�-�tgWII•&"=JE
■
mm�1� J,139 ° J
0

0

0

�� ,

O

0

1

Dr Fok said each manufacturers' oper
ations in Hong Kong were now becoming
more like headquarter units.
"The operations in Hong Kong are
now no longer self-contained but control
a number of manufacturing plants outside
Hong Kong. Investments were not only in
South China but in parts of Southeast Asia
and even the United States where produc
tivity was high and where there was no
point for them to move to Mexico under
NAFTA.
Manufacturing companies in Hong
Kong are no longer small operations.
They have become more global in an op
erational sense.
"As a result of these two trends, the
headquarters type of manufacturing com
pany in Hong Kong is definitely on the in
crease," Dr Fok.says. "And a very strong
trend in these companies is toward prod
uct development."
He said the Productivity Council
could see, even from its own operations,
firstly, the number of products being de
veloped in Hong Kong was on the in
crease quite substantially, and sec·ondly,
the size of the developmental projects
was also increasing very rapidly.
"Previously when we talked to clients
about product development work
HKD100,000 was big money. But now
we often talk about design projects cost
ing in multi-million Hong Kong dollar
sums. In some instances, people now are
talking about developmental work that
will take close to two years to complete
and cost more than HKD10 million.
"Obviously the reason they are able to
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do that is because of their expanded oper
ations. Their business volume has in
creased. Their profit margins may not
have increased that much but their cash
flow has. A few years ago their concern
was how to raise money from the bank
for development but now they ask much
more about new products rather than the
money it will cost to develop them."
But Dr Fok qualifies these remarks by
saying, though the size of manufacturing
volume has increased, that volume has
not increased to the stage where Hong
Kong manufacturing concerns can control
their own fate in marketing, distribution
and after-sales service.
Nonetheless, this state of affairs, he
thinks, is beginning to change though he
again qua Iifies the change severely by
saying:
"At the moment I would say not even
1 % percent of our manufacturing con
cerns have that sort of capability. They are
busy building this capability but they are
sti11 not there yet.
"So without the ability to conduct
basic market research and the ability
to control their distribution channel and
their after-sales service, it would be diffi
cult for Hong Kong manufacturers to mar
ket and sel I a brand new product concept.
"When the Walkman first appeared
(old technology repackaged) I would say
that if the concept had been developed in
Hong Kong, Hong Kong manufacturers
would not have been able to sell it around
the world because the development of
Walkman involved quite a lot of market
ing and distribution capability.
"So at this stage, Hong Kong manufac
turers can only target products which are
relatively well-defined. But that does not
necessarily mean Hong Kong manufactur
ers cannot have their own innovation.
"Because it would, at this stage, be dif
ficult for Hong Kong industrialists to mar
ket and design brand new products, they
are still focusing on products that are rela
tively well-defined.
"But, compared with 1 0 years ago,
they are much nearer an earlier stage of
the product I ife cycle than before when
they could only take up the manufacture
of a product close to maturity and may be
even in its decline stage."
Dr Fok gives some examples of what
Hong Kong companies were now doing
in electronics, an industry that is in one of
its fastest growth periods and where most
of the interest is in telecommunications
products.
"In this area we are talking about the de
sign of products like cordless telephones
and of pagers. The whole area is moving
from analogue to digital technology.
The Productivity Council, he said,
was working hand-in-hand with one of

about 10 manufacturers in the world who
is quite huge.
is developing a whole range of personal
"It actually reflects the third trend-for
telecommunications products from
change in our industrial sector, which is
pagers, stand-alone pagers to mobile and
the emergence of the Chinese and region
cordless phones that would make use of
al markets."
digital technology.
S K Chan says he would just add two
In particular, applying spread-spec
points on product development:
trum, a technology originally developed
• One is that the demand for product
for military applications but now finding
development is related to what we are
new applications in the civilian field. It
now seeing, namely the second genera
provides better security against evedrop
tion of electronics. The first generation
pers and has potential
for being more uni
versal in application.
In terms of innova
tion, one example was
a client who wanted to
manufacture an acces
sory that would aid
handicapped people
in getting out of their
baths. This was devel
oped by HKPC engi
neers. The product now
sells extremely well all
across the world.
"Our industrialists
Dr James Fok. m'.lE*ti±
S K Chan. Iii��
are definitely not just
doing the sub-con
tracting for other people. They are coming
was so simple that you could do a lot of
up with their own ideas, their own designs.
reverse engineering. You cou Id break
"T he opening up of China has defi
down a product, like TV games or calcula
tors. Now, the second generation of elec
nitely influenced this business mode
tremendously.
tronics has two characteristics.
"Now China itself represents a huge
• One, is that it is more complicated to
market. Previously, we thought of build
reproduce.
ing things and selling them in North
• The other, is that the product life cy
America and Europe. And we did not un
cle is so short, one year or one and a half
derstand those markets that well. Most in
years. As a result you need to improve
formation about those markets came to us
your product very quickly.
too late when we saw it in an exhibition
These two trends have created a win
or via middlemen.
dow of opportunity for more development
"But, since China has o pened up,
work in Hong Kong. Nowadays it would
there is a huge market opportunity which,
be true to say, if you don't do develop
for the first time, we are able to under
ment you would be out of business very
stand. We are much closer to that market
quickly. Partly because of the market op
both physically and in cultural terms. Our
portunity and partly because of the tech
manufacturers now have a golden oppor
nological progress.
tunity to build up their own marketing
"In product developement one key
and after-sales capabilities.
disadvantage that Hong Kong is facing is
that we don't produce a lot of compo
"In fact, we have seen quite a lot of in
terest, for example, in pager design. We (the
nents. In developing a product there are
Productivity Council) have already done
two options:
some 12 pagers. All of them, except two,
"One, is that you produce everything
are for the China market. The other two,
from imported components from Japan,
for instance, and accept that your final
very interestingly, are for the Taiwan market.
product will not be very competitive be
Dr Fok explains the Productivity Coun
cil has a very good design team and that
cause all your cost elements are con
trolled by your supplier.
the team's pager designs for China are easi
er to produce and use less expensive com
"Two, is the other extreme of produc
ponents than earlier designs for Taiwan.
ing all the components yourself and Hong
"So it reflects the importance of the
Kong simply doesn't have the capability
China market as well as the regional mar
of producing all the components."
S K Chan says product development
ket in Southeast Asia where the buying
in Hong Kong really thus involves two
power of countries, like Thailand and In
donesia, is on the increase. The market
considerations:
opportunity for Hong Kong industrialists
• One is the optimum combination of
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the imported product and self-developed
components; and,
• Two, the use of own self-operating
knowledge to reduce some of the compo
nents and to use software to gain a com
petitive advantage. In one recent case in
Dr Fok's division, a team of engineers
working for almost a year, has developed
their own application specific IC to re
duce the number of components and in
crease the power of a computer.
The net result of that development is
that the product can be put on to the
market at a great cost advantage com
pared to others available.
He says: "The most challenging aspect
of development is how best to satisfy the
functional specification at a cost lower
than the competitor. This is the main chal
lenge facing Hong Kong manufacturers."
Dr Fok says another disadvantage
which manufacturers have in Hong Kong
is in the supply of product designers.
Lack of components imposes a certain
constraint but that constraint would most
ly also apply to Hong Kong's competitors.
The saving grace these days is in the soft
ware and in the intellectual contents.
"In the past we just bought the compo
nents and assembled the product. But as S
K Chan says you can't do that anymore.
Particularly for telecommunications prod
ucts which are moving to digital and have
quite a lot of software in them. The "pro
tocol" also needed to be considered.
"Understanding the 'protocol' and
making sure the product will comply etc.
requires quite a lot of engineering. So the
area of competition is now more towards
the quantity and the quality of the design
engineers.
"Though the three changes in the envi
ronmentthat we have identified are all to
our favour in order for us to grasp this op
portunity I think the supply of sufficient

numbers of good quality design engineers
is going to be critical in the coming years.
"Whether or not we can expand our
market share depends on this. Most of our
industrialists definitely now feel the con
straint in this area forces them to look
elsewhere for engineers. It could be
across the border in China. Actually some
have set up engineering design teams in
North America and Europe in order to as
sess the talents over there.
"But if Hong Kong wants to strengthen
and keep its headquarter function and
benefit from the increasing value-added
content of its work, the ability to at least
maintain some design activities in Hong
Kong will be essential.
"Without this function it is very diffi
cult for Hong Kong manufacturers, head
quarters to be able to interface and even
influence the direction of the design
teams set up outside Hong Kong."
S K Chan says this goes back to the
subject of our last year's discussion with
The Bulletin about the whole question of
training our graduate engineers.
Given that Hong Kong has become
more design-intensive and given that the
future of our industrial development de
pends on the adequate supply of industri
al designers, we have seen no indication
from the Government or elsewhere that
this is recognised.
"Nothing is being done. You look at
the policy address...Nobody has really
seen what it means to change from manu
facturing to services. The economy is def
initely changing. But which way? In what
direction? And how do we support that
change? How do we facilitate that
change?
"Those questions have got to be ad
dressed by our policy makers," he says.
Dr Fok adds none of the tertiary insti
tutions are equipped to provide training at

the designer-engineer level. Even we our
selves (Productivity Council) are only in
volved a little in the continuing education
area and I think that applies to most of the
tertiary education institutions.
S K Chan says when you want to train
doctors the first thing you do is set up a
university hospital. In engineering design
it is the same thing. You cannot train de
signers unless you have a design teaching
unit. Otherwise you will be teaching just
theoretical things. You really need the in
frastructure.
Dr Fok calls the infrastructure an envi
ronment of real customers dealing with
real life products. He says without these
realities you cannot produce designers
who understand the issues involved in
coming up with a cost-effective design in
a specified timeframe and so on.
He says most of the training grounds
for industrial designers are provided by
large companies. Manufacturers head
quartered here have now only moved to
the mid-size, not to the scale where they
could afford to provide raw graduates
with the necessary experience.
"To whom could you send graduates
abroad for training. Why should other
people help you?" he asks.
"We (the Productvity Council) have
been doing a I ittle bit of that training
ground activity because of our work na
ture with real customers and real life
products. But unless there are additional
resources we could not do it on a big
scale. Besides, we would try to keep the
people we have trained not send them out
into industry.
"In most countries with Hong Kong's
problem the Government has to step in to
provide a training ground for design engi
neers. We (the Productivity Cuncil and
Centre) are doing some of it but on a very
modest scale."
■
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Threat of over-control
�I

Rodney Miles: an obligatory refund might settle the ·current debate

R

etailers are worried about recent
talk of monopolies in their busi
ness. R etailers think there is a
danger in this talk which could lead to
over legislative control, sending up retail
ers' administrative costs.
The irony in these extra administrative
costs from over-control is that they wouId
have to be passed on to the consumer
who in the first place more regulation
sought to protect.
Rodney Miles, current chairman of the
Retail Management Association (RMA),
· suggests making a refund obligatory if a
customer has a complaint might settle this
debate. He reviews for The Bulletin results
in 1993 in the total retail market in Hong
Kong and says they look quite good.
"Statistics show sales are up some 30%
in value and 8% in volume though the fig
ures are somewhat deceptive. There are
many areas that have done well, such as
in fashion, high-priced consumer products
and durables that relate to the flats pur
chased over the last two or three years.
"But sales of most basic general com
modities are not growing anymore be
cause we have a relatively static popula
tion which has reached a general degree
of affluence that is reasonable and there
fore their purchasing power on daily com
modities is n.ot increasing that much. Yes,
"
when they earn a bit more they spend
a bit on high fashion etc. But on a daily
basics the answer is, No.
"That brings us on to the overall prob
lem that Hong Kong has, but doesn't al
ways recognise, which is the rental in
crease and the amount of extra retai I
space corning on stream every year.
"It has been very difficult- very tough
indeed - for the last two or three years for
general merchandise retailers. By that I
mean supermarkets,· convenience stores,
chemists stores, provision stores, etc.
"Most of them would be just about
keeping up with inflation. No volume
growth, while meanwhile rents are going
up by double or treble and salaries are
also increasing.
Rodney Miles calls it a mixture of pictures:
• One area doing fairly well this year
- high fashion, jewellery, and tourist-re
lated goods.
• The other area, general merchandise- very, very tough.
"I don't see much change."

Working for the landlord?

Rodney Miles: "Yes, but as a generali
sation, I feel the free market of Hong Kong

is the way to be. I don't myself, nor do I
believe the RMA, thinks there should be
any form of regulation.
"A free market wiII right itself. We are
going through a few tough years now but
the amount of extra space coming on
stream every year will eventually be bal
anced out and the free market will work.
"Clothing, footwear and categories of
apparel merchandise has had a very good
year both in value and volume. Consumer
durables have had quite a good year par
ticularly on the household type of prod
uct. Furniture has had a good year and
most other things for the home.
"There is a definite change long-term.
More disposable income is going towards
the home. It has not been a Hong Kong
tradition to spend too much on the home.
The figure is still less than the rest of the
world but it is moving, like the rest of the
world, in that direction.
"Department stores had a reasonable
year. Better than the previous one. New
growth is above inflation. It is a matter of
volume growth.
"That is a general picture of depart
ment stores and includes the extra outlets
that have come on stream. But for individ
ual department stores the year has been
tough with growth not that much. New
stores have the same problems with staff
and inflation.
Jewellery and watches had quite a
good year both in value and in volume.
An indication of where the disposable in
come is going from local people, the
tourist and so on. And, of course, the
ever-increasing Mainland tourist who is
beginning to have quite an affect in these
sort. of areas - fashion and jewellery in
particular. Tourist sales are a bit in depart
ment stores but their expenditure mainly
goes into high fashion and jewellery.
"So a mixed year. Not a great year cer
tainly, but a reasonable year.
"Concerns - very much on the rental
side but believed in due course something
which market forces wi 11 correct. Concern
in general at some of the routes Hong Kong
is taking in terms of increased consumer
protection, which though good in concept,
can involve a lot of extra administration.
"Hong Kong still needs to strike a bal
a nc e between its history of total en
trepreneurialism and following the West
ern World which many believe has too
much legislation, too many controls, too
much administration. Hong Kong needs
to be very carefu I about the route that it

is moving down.
"As retailers, all of
us in general believe
in caveat emptor or
Rodney Miles.
"let the buyer beware." W hat that
means is not just "let the buyer beware"
but if the buyer is dissatisfied with the re
tailer he goes somewhere else.
"In a competitive environment like
Hong Kong, with other retailers only two
feet away, it is very easy to lose your cus
tomer. Thatis our greatest control. That is,
if we don't do our job right, the customer
doesn't come back.
"Traditionally Hong Kong has not been
a place that gives automatic refunds.
Over the last decade that has changed
with the advent of the big retailers. I be
I ieve refunds are good customer relations.
"Any customer is happy if you give
him a refund. Most of the big retailers will
do it for whatever reason even though the
refund might be unjustified. If they com
plain give them their money back as sim
ple as that.
"Actually it doesn't cost us much and it
is in our interest for establishing goodwill. I
think broad legislation along those lines
would be far. more constructive than the
sort of detailed legislation that is now being
discussed. They are trying to do too much.
"In the UK, when I was there in the
70s, all these new regulations were com
ing out to protect the consumer. All it did
was put the retailers' costs up. They had
to spend more time trying to ensure that
all the new regulations were obeyed. And
time costs money. At the end of the day
the consumer probably paid for that.
Rodney Miles says another concern to
retailers is all this talk lately of monopo1 ies. They seem to be addressing the
wrong i nd u str i es. Supermarkets .a re
thrown into this argument and the sugges
tions are ridiculous. Supermarkets and all
retailers work on very narrow margins.
"If you make 5% you are very, very
lucky. The Consumer Council is looking
at various bodies, one of which is super
markets. I don't understand that when
there are many other potential monopo1ies in town making 30-40% nett.
"Franchises are regulated by return on
investment. As retailers we would like to
have that sort of scheme of control where
we could make a guaranteed return on in
vestment.

You think they are pointing the finger
in the wrong direction?
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Rodney Miles: "Yes. Though again I
would emphasise I don't think there
should be any greater form of control. I'm
quite happy with the way things are at the
moment. Pressure for more controls is a
real danger to Hong Kong."
Rodney Miles, talking on how the RMA
sees the future, says the increase in retail
space is going to lead to rental reductions.
Rents are too high now as a percentage of
a retailer's costs, he explains. Once new
space comes on stream there will be a
lowering of rental figures, he asserts.
On a supply and demand basis?
Rodney Miles: "Correct."
He reports the retail industry is moving
toward greater productivity in general. Far
more retailers are using electronics at
point of sale and reaping the benefits
stemming from that. There is far more
labour scheduling. We are b ecoming
much more cost conscious in those areas.
Rather than throwing people at the prob
lems which retail used to do we cannot
afford to now. They are earning very good
salaries which is excellent.
In general Rodney Miles says he
would like to see greater use of imported
labour. Retailers are applying for many
thousands of imported labour and the in
dustry is getting few. He believes that
greater freedom of movement across the
border could be evident after 1997.
We are fairly despe for staff. We are al
ways running short. The danger when we
are so short of staff is that quality deterio
rates. People are not motivated to work
hard to· keep a job. Customer service be
comes harder to achieve.
He says service in the 80s in the' UK
was much better than 'in the 70s when
there was full employment.
Rodney Miles sums up: He says :
"Though the _rest of the world is still talk
ing very much value for money, cheap
prices because of the recession, Hong
Kong maintains an amazing balance. At
the bottom end of the market you have
got to be very competitive, food and other
basic goods. At the top end, if anything
you need to put the prices higher to at
tract the customer. They pay for the brand
and the extra price. An amazing place!"
What about provisional stores are they
still fading away?
Rodney Miles: "We talk about them
decreasing every year. But they don't de
crease all that much. What has happened
is that the total market has grown. Chain
stores take most of the increased market.
But I wouldn't say the provision stores
are going down. Yes, they are closing in
older areas. They get redeveloped, etc.
But we have sti11 got provision stores
opening in most new housing estates. We
have still got family entrepreneurs and it's
good to see."

■
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Off ice rentals
up 34o/o
Wheatman says capital values up 30% overall in 1993
in the office market

C

harles H Wheatman, director at
Jones Lang Wootton, says the im
portant thing to remember in re
viewing the Hong Kong property market
in 1993 is that the year was almost split
into two.
"The first two quarters were intensely
active in terms of volumes of sales and
money in place both from China and
Hong Kong investors.
"The second two quarters have really
been characterised by a dramatic drop-off
in volumes but not values."
He explains: "The level of sales activi
ty declined so significantly because of the
withdrawal of the banks from the lending

Times Square.

market and the austerity programme im
posed by the Chinese Government on
their own investors.
"What we are seeing now at the end of
the year is a relaxation of the austerity
programme which is already beginning to
feed into the levels of activity. We are an
ticipating a relaxation of the banking sec
tor's lending criteria so that they will be
come more keen to lend money.
Charles Wheaton confirms the money
in the levels of activity is coming both
from Hong Kong and China.
Looking at the sectors of the property
market he says in terms of rental growth
Hong Kong saw a 34% increase in aver-
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age office rentals for the year. Capital val
ues were up by 30% in the corresponding
period in the office market.
These are overall figures. Central is a
little bit different.
He says: "In the luxury end of the resi
dential market, rentals were up by 20%
and capital values by 30%. Anything over
1,000 square feet has been a big per
former and we see it happening next year
as well.
In 1993 we saw about 3.5 million
square feet of new office space come on
the total office market. Of the 3.5 million
sq ft 2.2 million was let. Total absorption
in the year of new and old stock was 4.9
million sq ft.
"In the office market the trend was to
wards decentralisation. The limited new
supply coming through in 1994-5 in Cen
tral will force office users to look to either
Wanchai or Causeway Bay. Alternatively,
they wiII have to look to North Point and
Quarry Bay, or possibly on the Kowloon
side, places like Shatin in the NT or closer
in, at Cheungshawan, or Kwaifong Metro
Plaza - those types of big decentralised
office locations.
"There is new sup
ply at those new com
m e rc i a I
locations
which aren't in the tra
ditional office core lo
cations. There is a lot
of development in
Tsimshatsui and the NT
under way.
"We are seeing a to
tal new supply of 3 .5
million sq ft for 1994
of which 2.5 sq ft is ei
ther in Tsimshatsui or
Kowloon N T. A lot of
the focus of activity is
switched to the other
side of the harbour.
"Causeway Bay and North Point had
the most supply this year. That supply will
quite likely be largely absorbed by the
early part of 1994. Times Square in
Causeway Bay, for example, is leasing up
now ready for occupation by the end of
this year. So there will be a diminishing
source of supply in Causeway Bay and
North Point.
On the residential side we see contin
ued demand from expatriates. There is
still an increasing number of companies
relocating to Hong Kong. Expatriates will
still 1..le taking flats in the Mid-levels, on
The Peak and on the Southside of the Is
land.
Relocating to Hong Kong?
Charles Wheatman: "More coming in.
Quite a lot of Americans.
More coming in than going out?
Charles Wheatman: "Definitely. It's

Above: Entertainment
Building.

Left: Charles Wheatman,
Asia Director, Jones,
Lang Wootton.

connected with the new airport, Southern
China and the region. Hong Kong is still
an incredibly attractive place to do busi
ness. The fundamentals are still there. The
infrastructure, fantastic tax rates. etc.
This is what you mean by fundmentals?
Charles Wheatman: "It's got infrastruc
ture, it's got telephones, it's got an airport,
it's got an international atmosphere to it
with a lot of multinationals, it's got a great
tax environment and it's very user friend
ly. You -can set up a business here. You
can employ staff. You can run your own
operation."
Nobody is worrying about 1997?
Charles Wheatman: "Not on the stock
exchange."
What about property?
Charles Wheatman " "Ah, I think ...
No. Not concerned about 1997. I think
more people are looking beyond that

these days. 1997 is
too short an horizon,
even
for
Hong
Kong."
So, everything is
going to be all right?
Charles Wheat
man: "That's w hat
they reckon. Time
will tell. May be
there wi11 be a few
little hiccoughs on
the way.
A gamble?
Charles Wheat
man: "There are
some things unique
to Hong Kong. We
have the dollar peg.
And a booming eco
nomy, which means
that, though w e
can't control infla
tion, yet we have a
growing economy.
"Real assets are
very important. They
are your only hedge
against inflation.
Hence you have
people who want to
put what was valu
able cash but now
perhaps a depreciat
ing asset into things that can appreciate.
That activity keeps the place booming?
Charles Wheatman: "It keeps confi
dence high, which is a critical ·element
here. There are an awful lot of people out
there in the property market who think
they are very clever. AlI they are doing is
trading in real estate. They are just very
lucky because the environment suits
them."
What about the industrial sector?
Charles Wheatman: "It is quite a lot
quieter. The last four to five months of
this year have been a lot quieter. I think it
is combination of the fact that prices
have got quite expensive and the de
mand for genuine industrial property is
now really focused north of the border.
Unofficially, an awful lot of the industrial
buildings, or the most recent additions,
are quasi-office buildings, with show
rooms etc.
Suitable for a headquarters unit of a
manufacturing outfit in China?
Charles Wheatman: "Absolutely. Toy
companies or a garment group that has
showrooms and assembly functions."
"The obvious focus for everybody is
China. This year it has proved a water
shed in terms of the interest expressed in
the China market. A lot of people can see
longer-term a great future for developers
and the construction industry.

■
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Slower growth ahead?

H

ong Kong General
Chamber of Com
merce members
might well start gearing their
businesses for moderately
slower domestic and exter
nal economic growth in the
corning year.
Apart from monitoring lo
cal statistics closely, they
should also be watching
trends in the Mainland econ
omy for any further signs of
an easing in demand and
overall growth.
At this stage, there are no
official estimates for 1994
growth, although indications
are that it could be in the
four-to-five per cent range
rather than the five-to-six
per cent band.
But with the economy still
fully employed, a slight mod
eration cou Id be healthy,
helping to bring down infla
tion and easing the pressure
on wages and other costs.
The Hong Kong Govern
ment's Third Quarter (Q3)
economic report, out last
month, was less upbeat than

it had been over previous
quarters and was notable for
its caution.
Words such as "slowed
down", "modera.ted" and
"consolidated" abounded in
the report's description of a
wide range of economic
statistics.
The official Gross Do
mestic Product (GDP)
growth estimate for the 1993
year was held at 5.5 per cent
and the CPl(A) inflation rate
forecast was reduced to a
8.5 per cent annual rate.
The Government fore
casters could still be proved
accurate on the lower infla
tion outcome.
But the economy may
be struggling to meet the
5 .5 per cent GDP growth
forecast which is in line
with both the Government's
1993 and medium term
forecasts.
Growth in the first half of
1993 was 5.3 per cent and
pre Iiminary estimates sug
gest 5 per cent for the third
quarter.

The annual rate could
therefore come in slightly be
low the 5.5 per cent estimate.
More modest in their ex
pectations for the 1994 year
are both the pre Ii mi nary
views of both private sector
and Government eco
nomi,sts on the outlook for
the corning year.
Business forecasters are
expecting a slight reduction
in the growth rate and the
Government economists
have noted the slow down
in the pace of increase in
some economic indicators,
especially export growth.
They have indicated that
while the Government is not
concerned as yet, a continua
tion of the trend would point
to slower growth next year.
A further slowing of
demand in China would also
adversely affect Hong Kong
with the territory now more
reliant on China for domestic
as well as re-export growth.
Moreover, the global out
look is still uncertain - for
Japan and Europe it is not

good, although some better
figures are emerging for the
US economy, and Asian
growth is strong.
This uncertainty has been
reflected in Hong Kon g's
trade figures with a real de
cline in domestic exports in
the second half of the cur
rent year.
Re-exports growth has
also moderated, leading to
modest growth in the econ'"
omy's overall export perfor
mance in the second half of
the year after a buoyant first
six months.
On the other hand, Hong
kong's domestic consump
tion, especially retail sales,
has been strong and this has
helped underpin economic
growth throughout the cur
rent year.
Government spending
on capital works has also
helped lift the territory's
economic performance, as
has the strong services sec
tor, for both domestic and
export markets.
- Ian Perkin
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China's Return to GATT
Impact on Hong Kong's Financial and Service Industries

S

peech by Dr W K Chan to the
Conference "Challenges and
Opportunities: China's Return
to GAT T and its Impact on the Hong
Kong Economy", organised by the One
Cou ntry-Two-Systems Economic Re
search Institute, 28 October 1993.

(1) CATT membership will enable China
to develop its service industries with the
safeguards of a multilateral system.

Although China has not yet resumed
membership of GATT, it is one of the 116
full participants of the Uruguay Round,
and has taken an active part in the nego
tiations. The Uruguay Round agenda in
cludes, in addition to merchandise trade,
new elements such as intellectual proper
ty and services. A new General Agree
ment on Trade in Services (GATS) will
revolutionise trade in services by bring
ing it into the multilateral trading system.
If the Uruguay Round is successfully
concluded, China will naturally become
a signatory to the GATS after it resumes
full membership of CATT. Its trade rela
tionship with other countries in services
will thus develop under the multilateral
mechanism.
In the case of merchandise trade, al
though GATT membership will not im
mediately remove.the problem of renew
al of MFN status by the US, it will
strengthen China's position considerably
as China will be negotiating for MFN
treatment with full backing of GATT prin
ciples. Likewise, GATS will enable China
to negotiate for fairer treatment in devel
oping trade relationship with other coun
tries in services.
In external trade relations, the US
favours a bilateral approach which may
sometimes be biased against China and
may also affect Hong Kong. Lately, it has
been reported that the US is initiating
market access negotiations with China on
services, particularly in the distribution,
insurance and telecommunications sec
tors. Because of the uneven develop
ment of the service sectors in the US and
China, establishing services in the bilater
al agenda will enable the US to continue
to exert pressure on China by using as
leverage trade in services which has ex
tensive coverage, in addition to 301, spe
cial 301 and MFN.
But under GATS, China will enjoy the
protection of the multilateral regime,
making it more difficult for the US to
contemplate unilateral sanctions against
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China, thus strengthening China's bar
gaining power.
In other words, China's resumption of
GATT membership will enable US-China
bilateral trade relations to develop in a
more rational, more open and fairer man
ner. It will also enable the results of mar
ket access negotiations to be extended to
other GAT T signatories.
As the service centre of China, Hong
Kong will surely benefit from the liberali
sation of China's trade in services under
the multilateral system.

(2) China's CATT membership will en
hance the overall development of Hong
Kong's service sector.

China's growth in trade will be im
mensely beneficial to Hong Kong's ser
vice sector:
(a) Much of Hong Kong's service sec
tor is related to China's economic devel
opment and trade, such as the transport,
banking, financial services, information
services, market research, and investment
consultants sectors, which all contribute
to Hong Kong's exports of services. The
recent listing of H-shares has brought
about a great boom in Hong Kong's

financial services sector. China's trade
growth will surely create more business
for these sectors.
(b) It should not be forgotten that
trade is a two-way process. China's trade
growth will mean a greater demand for
intermediate services from China's trad
ing partners, and Hong Kong is the most
experienced intermediary for China
trade. Although some have expressed
concern that China's return to GATT and
Taiwan's subsequent GATT membership
will lead to direct trade between China
and Taiwan, thus reducing the need for
Hong Kong as an intermediary, the ad
vantage which Hong Kong has acquired
in its financial services, its infrastructure,
and its experience in dealing with China
trade, cannot be easily replaced. More
over, increased trade will only strengthen
the economic integration among the
Mainland, Taiwan and Hong Kong, thus
further enhancing Hong Kong's interme
diary role.
(c) As a result of its return to GAT T,
China's consumer market will be more
mature. Chinese consumers will have
more income and more choice of import
ed consumer products. One of the invisi-
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ble imports is outside travel. Because of
Hong Kong's advanced facilities, Hong
Kong's tourism and related industries will
be in a very good position to attract more
Chinese and Asia Pacific tourists.
(3) China's return to GATT will increase
transparency of its trade and investment
regimes.
Hong Kong's highily developed service
industries will be keen on taking part in
the China market for services, but since
the service sector is highly diversified
with complex laws and regulations, it is
not often easy to do so. Under CATS,
however, China is obliged to make its
services trade regime transparent. It may
be required by GATS to establish national
enquiry centres on services trade regula
tions for foreign businesses. Such trans
parency will be a very important step for
Hong Kong businessmen eager to enter
the Mainland market.
(4) China's return to GATT will enable
foreign investment in services to be pro
tected under trade laws.
An important feature of CATS is to
define "commercial presence" as a form
of trade in services. Usually, the estab
lishment of an office overseas is regard
ed as investment, but because of the
particular nature of services, the estab
lishment of an overseas presence is re-
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garded as a form of delivering a service
export.
Such a provision has very important
implications. Often foreign investors are
afforded only limited protection, bu.t un
der CATS, foreign investment in the ser
vice sector through coll)mercial presence
is treated as trade, and hence governed
by GATS rules of transparency, MFN and
national treatment.
Some Hong Kong businessmen may
well doubt the value of this provision.
They have put in a lot of hard work in
cultivating their businesses in the main
land, but will GATS now make these
efforts redundant, and allow other coun
tries to enjoy their hard-won concessi
uons effortlessly?
On the face of it, this will be unfair to
the Hong Kong businesses. which have
spent much effort But on the other hand,
the fruits of their labour are now protect
ed by an international treaty, which will
enable their businesses to prosper. They
have already established themselves
ahead of others, so why should they fear
competition?
Furthermore, there are some sectors in
which Hong Kong service providers have
not hitherto been able to participate, but
because of GATS, new opportunities will
be opened up. An example is China's in
surance sector. At present, China does
not allow foreign investment in insur-
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ance, the only exception being American
International Assurance (AIA) in Shang
hai. But under GATS, it is likely that Chi
na will extend its treatment of AIA to oth
er foreign insurers as well, thus offering
the Hong Kong insurance sector the op
portunity to enter the market.
(5) China's tra de in services will be
progressively liberalised.
The GATS package includes, other
than a framework agreement, concrete
offers on liberalisation of specific service
sectors. At presence, some 80 members
of the 116 participants of the Uruguay
Round have submitted offers, including
China.
Most offers consist of no more than
"standstills", i.e. maintaining the status
quo. By this yardstick, China's offer is
quite encouraging.
First, Chi.na's offer is rather broad in
coverage, including some sectors previ
ously deemed sensitive, e.g. banking,
insurance, taxation, education, and mar
itime transport.
The offer has been revised twice. In
both revisions, big advances have been
made.
To many foreign companies China's
offer is still not enough. But the impor
tant thing is that these will be "initial
commitments"; under GATS, they are to
be continually improved and their cover-
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age expanded. This should be good
news for Hong Kong.
Up to now, most foreign players in
China's service sector q:rnsist of big and
established names, e.g. in banking, ac
counting, transport and retail businesses.
But progressive liberalisation will create
more opportunities for smaller compa
nies to also take part, such as the various
professional services, consultancies, in
formation and brokerage services.
Furthermore, progressive liberalisation
will create the avenue for further conces
sions from China in those sectors hitherto
closed to foreign participation, such as
telecommunication, publication, broad
casting and audio-visual services - pre
cise I y those of which Hong Kong is
proud.

(6) China's return to CATT will facilitate
th e restructuring of th e division of
labour between China and Hong Kong .

Will the opening up of China's service
sector threaten Hong Kong's role as a
leading service centre?
More and more Hong Kong compa
nies in the service sector are now relocat-

ing to the Mainland. The Trade Develop
ment Council, for instance, established
an office in China to handle its newscut
ting services. Another oft-quoted exam
ple is that of Cathay Pacific settjng up a
mainland office in Guangdong on infor
mation processing. Recent advances in
telecommunications links between Hong
Kong and China will make it easier for
more and more support services to be
based in the Mainland, where labour and
rent are considerably cheaper. Thus the
relocation of service industries, particu
larly those of a lower value-added con
tent, will become more widespread. The
question is: Will this threaten Hong
Kong, and should we welcome it or dis
courage it?
If such relocation is due to a more
open market in services as a result of
GATS, then it should be positively wel
comed. In the case of manufacturing, the
relocation to China has had some im
pacts on Hong Kong, such as an imbal
ance in the labour market, but overall
Hong Kong has emerged a beneficiary
from the economic restructuring, reaping
immense benefits from the development
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of South China. By the same token, the
exodus of services resulting from the de
mands of an open economy will only
bring about a more cost-effective division
of labour between Hong Kong and China
in the service sector.
China has the potential to develop
low-cost high-quality export sectors in
services, such as some labour-intensive
information and business services. This
could in turn help Hong Kong increase
the value-added of its service sector and
thus improve its overall profit margin.

(7) China's return to CATT will stimulate
productivity a nd competitive ness of
Hong Kong's service sector.
The high cost of business in Hong
Kong coupled with the opening of the
Mainland's service sector will exert com
petitive pressure on Hong Kong's service
industries, thus stimulating quality and
productivity growth. Hong Kong's ser
vice sector should follow the example of
the manufacturing sector and adopt total
qua I ity management (TQM) and ISO
9000 certification, in order to maintain
Hong Kong's competitive edge.
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FRANCHISING

Prospects and pitfalls
Seminar speakers discuss the potential and the risks

W

ang Qiang, director of Ken
tucky Fried Chicken in
Guangzhou, told the Seminar
on Franchising the population of Southern
China by the end of the century will in
crease from 120 million to 300 million
and the Gross National Product will be
four times bigger than it was in 1980.
This would create a huge market for
the retailer. Sales in the first six months of
.1993 in Guangzhou alone reached 13.67
billion y uan. Garments represented
41.9% of these sales and other consumer
goods, 49.1%
Some Hong Kong and overseas cor
porations saw the potential for develop
ing retailing and service industries. For
example, Kentucky Fried Chicken al
ready had 16 outlets ac ross China.
Guangdong Enterprise, the operator of
Kentucky Fried in Guan$dong, plans to
open more outlets both in Guangzhou
and on the Delta.
Wang Qiang said, though the Chi
nese Government encouraged the devel
opment of service industries, there were
limitations on foreign firms. They were
allowed only to operate in several large
coastal cities. Franchise contracts had to
be based on overseas franchise agree
ments as well as Chinese laws on invest
ment, copyright, etc. in order to protect
the interests of the franchisor/ master
fanchisees.
Other issues, such as foreign ex
change, fluctuations in exchange rates,
inflation and infrastructural facilities, gov
ernment registration procedures and
sourcing of supplies of products needed
to be carefully considered.
Wang Qiang said choosing a power
ful, influential partner was very important
to help solve problems such as site selec
tion, applying for licences, ensuring envi
ronmental protection, telecommunica
tions, etc.
Finding a suitable promotion and mar
keting method should also not be over
looked. T he franchisor's involvement
could ensure quality. Technical, manage
ment and training support were also im
portant, he said.
• Eric Chin, president of Futurekinds
in Hong Kong, advised participants to
consider these points before taking up an
overseas franchise:
i) Disclosure statement/General Unit
Offering Circular: From the disclosure
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Dr W K Chan
(third from
left), Assistant
Chamber
Director for
Service
Industries, was
moderator at
the Seminar.
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FRANCHISING

The Expo '93

T

he Hong Kong Fran
chise Association
(HKFA) and the Hong
Kong Productivity Council
(HKPC) were co-organisers
of the franchising section of
Adsale's International In
vestment Expo '93 in the
Hong Kong Convention and
Exhibition Centre between
November 10-13.
Michael Cartland, Secre
tary for Financial Services,
opened the exhibition.
Harold Hutton, HKFA
chairman, was one of the
guests at the ribbon-cutting
ceremony. The four-day ex-

hibition attracted 9,500
visitors.
Concurrent with the Ex
hibition on November 11,
the HKFA organised a Can
tonese speaking seminar, at
tracting 110 participants.
Of the 55 exhibitors at
the Expo eight were fran
chises and a ninth booth
was taken by the HKFA. The
eight companies were
American Launderland, Ap'
polo Magic House (an ice
cream retailer), Bo Chi Lam
Herbal Tea, Colortone Car
pet Care and Colortone
Reglazing, Futurekids (chil-
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dren's computer programme
centreL Master Group (es
tate agent an recruitment
services), Sig!7 Express (sig
nage production) and Six
Twelve Convenience Mart.
The organiser s report
5 9% of the 9,500 visitors
were interested in buying a
franchise. A breakdown of
how much they planned to
invest: Under HKD500,000
54%; HKD500,000 to
990,000, 24%; HKD1 m 1 ,4 9 0 , 0 0 0 , 14 % ;
HKD1,500,000 -1,990,000
3%; over HKD2 m 5%.
The H KFA booth was
flooded with interested peo
ple who asked questions
such as the role and activi-
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statement of a franchisor, one should
know the development background, or
ganisational structure, board of directors,
franchise development plan and the au
dited accounts of the company. In the US
different states had different requirements
regarding the extent of disclosure of infor
mation in this document.
ii) Visiting the franchisor: This should
help the franchisee to understand and
evaluate the support he will receive and
establish the feasibility of the franchisor's
products on the Hong Kong market.

Charlotte Chow, manager of the HKFA,
answers inquiries.

��-�-�m•����••AA•�--���

ties of the HKFA, where to
get a list of franchise opera
tors in Hong Kong and their
level of investment, fran
chising in China - oppor
tunities and procedures
books on franchising, etc.
More than 500 copies of
the H KFA's newly -pub
lished books in Chinese on
franchising were sold dur
ing the exhibition and at the
seminar.
Speakers at the seminar
on franchisng were Wang
Qiang, director of Kentucky
Fried Chicken, Guangzhou;
Eric Chin, president o Fu
turekids; and, Ms Andrea
Fong of Wilkinson and
Grist.
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iii) Visiting local US franchisees:
Should help the franchisee access the
suitability of the product on the local mar
ket and strengthen his knowledge of the
franchise system, evaluate the support
provided by the franchisor and see if there
are any grievances from franchisees..
iv) Liaison with other Oversea
Franchisees: Contact other overseas
master franchisees directly to solicit
comments on the services provided
by the franchisor.
v) T he franchise agreement of an
American franchisor is based on US law
which might contain terms that would af
fect the operation of the franchise in
Hong Kong. Therefore a solicitor who
specialises in intellectual property and
who is knowledgable on both US and
Hong Kong law is recommended. Any
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Launderland, one of the franchise exhibitors at Investment Expo '93.
�it��IHH�ilt$.frffli¥-J��iffiZ-

amendment to the agreement should be
made through the solicitor to the fran
chisor. Terms clarifying the application
and enforcement of relative intellectual
property rights should be included.
vi) Designing a development plan

and franchise agreement for Hong Kong:

T he master franchisee would need to
draw up a development plan for endorse
ment by the franchisor.
vii) Financial budgets: Other than the
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initial franchise fee, the following expens
es should be included in the budget:
a) Cost of visiting the franchisor and
overseas master franchisees.
b) Cost of market surveys.
c) Legal fees - master and subfranchise
agreements.
d) Cost of overseas training of staff.
e) Possibility of establishing a pilot
centre before sub-franchising.
Eric Chin said from past experience he
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FRANCHISING
Magic House Superstore - another franchise
exhibitor.
�--$�/ffi-lJiili,Ul�f-1�

found in Hong Kong the concept of fran
chising still needed to be promoted. Some
franchisees are absent franchisees and
hire people to manage the shop. Some
franchisees still do not understand the
meaning and use of royalty.
He felt that the promotion of franchis
ing is a continual process. The healthy de
velopment in Hong Kong depended on
the willingness to take up responsibility
by the franchisor. Other than just taking
the benefits, franchisors should alert fran
chisees to potential risks.
Eric Chin believed the Chamber and
the HKFA should try their best to promote
franchising for local as well as overseas
franchisors to supply quality an efficient
products and services to consumers.
■

Wang Qiang x�

Ms Andrea Fong, third speaker at the Semin_ar.
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Two books
available in
Chinese
The Hong Kong Franchise 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 franch1smg
in Hong Kong and in China are included in
the two books, now available for sale in
bookshops and at the HKFA Secretariat,
HKCCC, 22nd Floor, United Centre,
95 Queensway
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THE RISE OF CHINA

Greatest take-off world
has seen
William Overholt says
Zhu Rongji's reforms
are working

D

r William H Overholt, managing
director of Bankers Trust's region
a I headqu arters operation in
Hong Kong, has written a new book ti
tled, The Rise of China - The Next Eco
nomic Superpower He addressed a
Chamber subscription lunch on Novem
ber 16 giving his views in the new publi
cation some of which he expressed in a
previous address to Chamber members.
Perhaps most memorable was Dr
Overholt's statement that the rapid growth
of China's economy was the greatest take
off the world had ever seen.
He said this sounded I ike hyperbole
but the numbers bore it out. China's econ
omy was already the size of Japan's.
He said it was a Western fallacy to
compare China's performance in the con.,.
text of the reforms in the Soviet Union
and Eastern Europe.
Comparing China with the US, he said
that next year China will install 11-14 mil
lion telephone lines or three times that of
the the United States.
Dr Overholt said the ·reforms decided
on at the recent party plenum in Beijing
were the most important since the initial
opening up of China to the outside world
in 1978-79.

Dr Overholt
autographing
his book.

Below:
Dr Overholt.

"If the legislation is implemented, it
will have changed the future of China as
auspiciously as Deng reformed it in
1979," he said.
China, he said, had a forumla that
works and was sustainable. It was reform
ing by the best route.
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Dr Overholt said he was confident the
US will renew China's Most Favoured Na
tion MFN) trading status next year.
"They never want to take away MFN.
They just want to threaten. They think
they will get a lot more by threatening."
The senior banker said he thought US
Officials in Washington were learning
there was no quick way to a free and
democratic society in China. "You just
can't decree it overnight."
He said the State sector now com
prised only about one-third of the econ
omy which was comparable to France
or Italy.
China had succeeded in reducing its
revenue as a share of gross domestic
product from 30% to 14%. Tax reform
was now imperative to help pay the bills.
The military that once soaked up 10.5%
of GDP was now down to 3.5%.
On over-heating Dr Overholt said
property speculation had been checked.
Though personal income growth and con
sumption had slowed, inflation remained
a problem. Lending had doubled this
quarter compared to last.
Dr Overholt thought it was a fallacy
to believe economic growth in China
was concentrated in the coastal areas.
Sichuan, with about half the population
of the US, had a real growth of 50% in
the past five years. Economic growth
was bringing China together not tearing
it apart.
He t hought Deng had achieved a
workable coalition. Peasants, factory
workers and the military were all con
■
vinced of the merits of reform.
The speaker illustrated his address with
numerous graphs in slides format.

The Bulletin December 1993 51

TRADING PARTNERS/ CANADA

New interest in
Asia/Pacific
Raymond Chan from Hong Kong is Canada's first
Chinese Minister in new Government

J

ohn Higginbotham, Commissioner
for Canada, says since the recent
general elections Canada now has
its first Canadian Chinese Minister.
He is Raymond Chan, Secretary of
State for Asia/Pacific Reiations.
-"He's from Hong Kong. He went to
Canada as a student about 1 7 years ago.
He is an engineer and works at the Uni
versity of British Columbia.
"It is his first time to be elected to Par1 i ament. He was elected by the con
stituency of Richmond.
"I think it is one more sign of the new
Government's interest in the Asia/Pacific,"
says John Higginbotham.
"They al I went down to the APEC
meeting in Seattle. Hong Kong had just
opened its economic and trade office in
Canada. Brian Chau, your Secretary for
Trade and Industry, was in Toronto for that
just before he went to APEC.
"I suspect we are going to get lots of
Ministerial attention to China and Hong
Kong after Christmas.
"Raymond Chan is a junior Minister
under the Minister of Foreign Affairs with
specific responsibility for Asia/Pacific Af
fairs. This is the first time we have had this
portfolio in Canada.
John Higginbotham says:"The new
Prime Minister's interest is in the Pacific.
He criticised the previous Government for
being too close to the US '- a sort of ju
nior partner relationship.
"I don't think there is going to be any
special problems between Canada and
the US. NAFTA will be sorted out. But,
what I know for sure, is that the new Gov
ernment will be paying a lot of attention
to Asia/Pacific both bilaterally and
through organisations like APEC.
Did NAFTA succeed in bringing in
vestment ca pital from Hong Kong to
Canada as they said it might?

John Higginbotham: "There were
some significant examples, in textiles and
electronics. Not large amounts."
This new Minister will be seeking in
vestment capital from Hong Kong?

John Higginbotham: "We get an awful
lot of capital from Hong Kong in differ
ent areas."
Houses and hotels?
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John Higginbotham: "Yes, but also in
other joint ventures. There's Husky Oil.
There lots of other large Hong Kong in
vestments in Canada.
"We are holding a Metro Toronto
Week here next week (over by the time
this is published} which is one of the
largest trade promotions any city has
ever held here. This is our follow-up to
the Hong Kong-Canada Festival a year
ago. They are bringing over 30 business
men looking for partners in non-real es
tate areas.
"There is a good deal of action that
takes place and I keep being surprised by
it all," says John Higginbotham."But I
find Hong Kongers are quite private peo
ple and sometimes when they tell you
things aren't going well that means things
are going well. And when they tell you
things are going fine it means they are
not so good.
The new Prime Minister pledged to
pull Canada out of recession and put the
unemployed back to work. Why has
Canada such a high unemployment rate?

John Higginbotham: "Certainly we
have had a depressing two or three years.

Though the economy is now starting to
recover unemployment remains very
high. This is a similar phenomenon to the
US. It is a rather strange recov�ry. People
have been so burned by being caught
with too high levels of employment in
their factories that they are finding other
ways of increasing production. This is
very good for productivity but not so good
for employment and incomes.
"If people don't have incomes they
don't spend. Hong Kong plays a role in
many ways. Traditionally as a source of
very large scale investment including in
real estate and other areas. While it might
not be in some ways as desirable qualita
tively as manufacturing it certainly con
tributes to growth generally and to the con
structi@n industry. It is very, very useful.
"'!Ye also see the main opportunities
developing at the other end of our two
way bridge of people and commerce
coming and going between Canada and
Hong Kong. That is, through the large
Canadian population here in Hong Kong.
They are uniquely well-equipped to de
velop trade and joint-venture investment
opportunities in China and other parts of
Southeast Asia with our large Canadian
corporations. There are a number of these
large Canadian corporations that are just
opening up offices here in Hong Kong in
the last few weeks. That's really welcome.
Can you put a name to some of them?

John Higginbotham:" Teleglobe Cana
da, for example. It is our international
telecommunications company. It looks af
ter all our non-US, international phone
and data communications. They gave me
the startling statistic that next year Cana
da- Hong Kong telecommunications
volume will exceed Canada-UK vol
ume and will be the highest volume
for Canada anywhere in the world.
"That's a measure of the family
links, the business links between
Canada and Hong Kong.
You are definitely our Common
wealth cousins.

John Higginbotham: "And the
cousins are talking to each other all
the time."
The Canadian Commissioner said
Canadian service companies that first
came to Hong Kong for immigration
work had subsequently found their
skills as accountants, etc. very suitable
for work on investment and develop
ment in China.
He says the many thousands of Chi
nese Canadians working in Hong
Kong very often kept valuable links
with Canada. They had investments in
Canada and businesses in Canada.
John Higginbotham.

CANADA

Immigration links

T

he Canadian Commis
sion in Hong Kong says
Canada has the highest
immigration rate per capita of
any nation in the world. One
i n-six Canadians were born
elsewhere. Canada now ac
cepts 250,000 immigrants each
year - three times the number
it accepted in 1983.
The ties between Hong
Kong and Canada are increas
ingly becoming family ties as
growing numbers of Hong
Kongers make Canada their
home. Last year over 30,000
people emmigrated from Hong
Kong to Canada.
One of every two people
leaving Hong Kong is settling in
Canada. By immigrant category
10% were independent, 32%

were family class and assisted
relatives, 14% were business im
migrants and 13% were retirees.
For well over 1 00 years
people from Hong Kong and
Southern China have been
heading for Canada looking for
a new start and better opportu
nities. It was in the 1960s,
when Canada introduced uni
versal and non-discriminatory
selection policies, that the
number of immigrants from
Hong Kong really took-off
( 1960-69: 37,092; 1970-79:
82,983; 1980-1990: 142,367).
The flow of more than a
quarter of a million Hong Kong
immigrants to Canada since
1967 has enhanced the diversi
ty and strength of Canada's
multicultural society. Hong

"The better they do in China, the better
it is for us," John Higginbotham says.
"It is a triangular relationship between
Canada, Hong Kong and China that we
are promoting now. We want Chinese
Canadians and Hong Kong businesses to
be more and more aware of what we
have been doing in China for the last 20
years, through technical cooperation, aid
programmes, etc.
John Higginbotham said Canada did
the original feasability study for the Three
Gorges project. Then, there was was
some reaction in Canada because of envi
ronmental concerns.
"There are a number of C anadian
companies interested in the project now
on a commercial basis. A new consortium
has just been formed of Ontario Hydro
and Quebec Hydro with a company
called Power Corporation, which is one
of Canada's largest conglomerates. I'm
sure this consortium will be interested in
the Three Gorges project.
"Everybody is interested in business in
China and I think we have very good rela
tions with China. We went through a cool
period for three years after Tiananmen.
Now political dialogue and business con
tacts have resumed. Our connections
through Hong Kong are unsurpassed.
"We don't think there is any contradic
tion in Hong Kong enjoying the kind of
autonomy and democracy it was
promised and having good relations with
China that are steadily increasing in terms
of its accomplishments and its prestige.
What does that mean?
John Higginbotham: "It means we

Kong immigration has also
been a positive source of eco
nomic growth and a major im
petus for increasing trade flows
between Canada and Asia.
Last year the Canadian
Commission in Hong Kong is
sued 29,990 immigrant visas.
This compares with 27,631 in
1991 and 22,506 in 1990.
Every Autumn the Canadian
Minister of Employment and
Immigration announces a glob
al planning level for immigrants
for the following year. The level
for 1993 has been set at
250,000.
Hong Kong continues to be
the largest single source of new
immigrants to Canada. Hong
Kongers accounted for more
than 1 0% of the people who

want Hong Kong to succeed and we want
China to see it as an asset. That Hong
Kong continues to enjoy the kind of au
tonomy and pluralism and freedoms that
it has so far. We don't get into the details
of the current row over democratic re
form. But our position in support of pre
serving Hong Kong's way of life, its auton
omy and its increasingly democratic gov
ernment is on record."
The Canadian Commissioner says
nearly 40,000 Hong Kong people went to
Canada last year.
He says 1 0-1 5% of those who go are
thought to come back. Exactly how many
come back on their ID cards is very hard
to say. We do know we have a large and
active Chinese community in Hong Kong.
"Many in Canada do well. Others not
so well. Particularly in Toronto the econ
omy has been unusually weak for the last
two or three years. Vancouver, because
British Columbia has been protected by
its Asia linkages, the recession has not
been bad."
He says one can enjoy a quality of life
in Vancouver or Toronto for half the dollar
income one would have in Hong Kong,
even taking the taxes into account.
"Clearly hundreds of thousands of peo
ple decide they prefer to be in Vancouver
or in Toronto earning nominally less than
in Hong Kong but living in a nice subur
ban house rather than a tiny flat."
"I know it is subjective but I think it
was the United Nations that a year or two
ago said Canada had the highest quality
of life of any country in the world. We
are one of the top half dozen if you take

came to Canada in 1992. (other
significant sources of immigrants
for Canada are Poland, Lebanon,
the Philippines and India).
Canadian immigration poli
cy is based on the principles of
non-discrimination, family re
unification, humanitarian con
cern for refugees and the pro
motion of Canada's demo
graphic and other national
goals. Its emphasis is on the se
lection of immigrants who are
likely to adapt positively to the
Canadian lifestyle, and at the
same time making a contribu
tion to the economic and cul
tural development of Canada.
Between 1980-90 about
40% of landed immigrants
were from Asia and the per
centage has risen since.
Canada's largest immigra
tion office overseas is in Hong
■
Kong.

everything into account- security, liv
ing space per person, income, life ex
pectancy, etc.
"There are a number of people who
like to make their money here and spend
it in Canada, which is okay with us."
John Higginbotham says as a money
maker, Hong Kong has moved from one
opportunity to another. In the 60-70s it
took advantage of the markets in the US.
The heart of its prosperity now is the joint
ventures on the Pearl River Delta.
These companies have expanded and
become more product development-ori
ented. Their headquarter units that remain
in Hong Kong are looking for experienced
engineers to design and develop new
products, according to the Productivity
Council. If they are not available those
headquarter units will go elsewhere.
John Higginbotham: " To Vancouver.
The Canadians do have the R&D. We are
very interested in developing fully-di
menished relationships with China as it
develops. Canada has very significant sci
entific R&D embodied in its universities
and its large corporations. Sometimes the
corporations lack entrepreneurship and
that's where the Hong Kong partners and
Chinese opportunities come in.
"Large Canadian Corporations need
the help of Hong Kong partners in doing
business in the China that is emerging.
There are attractive possibilities.
"Chinese Canadians play that role any
way. When I think of the large Canadians
companies that have been successful in
China, almost all have had Chinese Cana
dians involved near the top."
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CANADA

Business links

T

he Canadian Commis
sion in Hong Kong says
Canada and Hong Kong
are major players in world
trade with a shared commit
ment to preventing the spread
of protectionism and to streng
thening the international trad
ing system.
The Canada-Hong Kong
trade relationship is expanding
in both size and complexity to
the mutual benefit of both trad
ing partners.
In 1993, the two-way trade
between Canada and Hong
Kong totalled more than C03.1
billion with a relative balance
in trade. Hong Kong is Cana
da's fifth largest trading partner
in Asia. Canada is Hong Kong's
eigth largest export market.
The significant growth in bilat
eral trade is due mainly to a
strong increase in Hong Kong
re-exports of China-origin
products to Canada.
Semi-processed goods con
tinue to dominate the list of
major Canadian exports to
Hong Kong, including precious
metals, electrical equipment,
paper, aluminum, plastics and
mechanical equipment. Manu
factured end products, particu
larly for telecommunications
equipment and building prod
ucts are making a growing con
tribution to Canadian exports.
Apparel, textiles and foot
wear are the major Hong Kong
exports to Canada. Other ex
ports include electrical and me
chanical equipment, clocks and
watches, toys, games, sports
equipment and precious stones
and metals.
Hong Kong's importar,ce as
a source of investment for
Canada continues to grow. In

1991 it is estimated that almost
CDS billion flowed to Canada,
largely associated with immi
gration movements. Hong Kong
investments range from elec
tronics, textiles, telecommuni
cations, plastics and oil and gas
to real estate.
Canada has a long history of
investing both directly and in
directly in Hong Kong's econo
my. Canada's largest insurance
company, Manulife, has been in
Hong Kong for over 90 years
and is one of the bigger em
ployers in the territory. Canadi
an insurance companies write
over one-third of all life insur
ance policies in Hong Kong.
More than 1 00 Canadian
corporations have established a
presence in Hong Kong and all
of the major Canadian banks are
represented as fully licensed op
erations. Another 450 Canadian
firms are represented by agents.
The export of Canadian ser
vices represents a significant
element in the Canada-Hong
Kong trade relationship. The
number of legal, accounting and
consulting firms in Hong Kong
has expanded substantially.
Hong Kong's strategic posi
tion as a businesss gateway to
the Pacific Rim and China has
not gone unnoticed by Canadi
an business. Some of Canada's
top companies, including
Nor thern Telecom, Alcan,
Semi-Tech, INCO, and Mitel
have set up their Asian head
quarters in Hong Kong.
Canadian firms, such as
Northern Telecom and Interna
tional Semi-Tech Microelectr
ron ics are major suppliers of
high-tech products to Hong
Kong. High technology from
Canada includes telecommuni-

The Canadian Commissioner says
Canada's relationship with Hong Kong is
unique. It goes back to immigrants in the
1 9th century and the days of Empire.
Canada first opened an office in Hong
Kong in 1926. It was Canada's second or
third free standing office anywhere in the
world. Prior to World War II it had a con
sulate in Shanghai, too.
"To say we are discovering Asia and
China is not right - we are rediscovering
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cations and systems engineering.
Canadian firms are pursuing
opportunities in network man
agement, cable television,
satellite communications, cel
lular voice and data products,
electronic peripherals and in
terconnect devices as well as
computer software.
Canadian investment in
Hong Kong's manufacturing
sector has been growing steadi
ly over the past few years. In
1991 this investment amounted
to an estimated CD24.1 million
with factories employing nearly
1,300 workers. These invest
ments are mainly in textiles,
telecommunications equip
ment and electronics.
The Canadian Chamber of
Commerce in Hong Kong es
tablished in 1977 is the largest
outside Canada with almost
1,000 members.
Six Canadian provinces,
British Columbia, Ontario, Al
berta, Manitoba, Quebec and
Prince Edward Island have repre
sentative offices in Hong Kong.
The Canadian Commission
lists examples of recent Canadi
an business activity:
• Hong Kong's vessel traffic
system, a CD24 million system
completed in September, 1989,
using Canadian engineering
and system design.
• The Maple Leaf gold coin is
the top-selling gold coin in
Asia, accounting for more than
43% of Hong Kong's gold coin
market. Sales in 1991 reached
CD452 million.
• Chubb Canada's vault and
security system in the Bank of
China building.
• Marshall, Macklin and Mon
aghan a Canadian company
chosen to take part in PADS.
• Major food promotions
have resulted in increased ex
ports of Alberta beef, British

Asia and China. Then, we have had this
massive flow of immigrants since the
1960s when we liberalised out immigra
tion policy at the same time as the Cultur
al Revolution. And the Chinese in Hong
Kong found they qualified.
"They liked Canada and they told their
friends and neighbours. So we have had
this river of people going for the last 25
years. 11
John Higginbotham says there are

Columbia salmon, Ontario pas
ta, Quebec pork and New
Brunswick french fries. Fastest
growing exports to Hong Kong
include geoduck, horse clams
and sea cucumbers used in tra
ditional Cantonese cuisine.
• Northern Telecom is major
supplier of telephone systems
to Hong Kong.
• The Vancouver Stock Ex
change estimates at least 10%
of its average daily volume in
volves investment in the Far
East. Five firms with assets in
Hong Kong and China are list
ed with the Vancouver Ex
change.
• Great Wall Electronic Inter
national has opened a plant
near Vancouver to facilitate
manufacture and sales under
NAFTA.
• Nam Tai Electronic Inc has
invested in a production centre
in Vancouver with a research
team in place to manufacture
electronic sales and blood pres
sure monitors.
• WHK Woven Labels has
opened in New Brunswick to
strengthen the strategic infras
tructure in eastern Canada of
textiles and garment manufac
turers.
• Hong Kong Bank of Canada
in 1993 acquired ANZ Bank of
Canada for COl 17 million and
spent a further CD190 million
buying Lloyds Bank of Canada.
• The New World G roup
bought Westcoast Petroleum
for CD245 million.
• Faxcast Holdings Ltd, a sub
sidiary of Faxcast Broadcast
Corporation of Canada, was
formed in Hong Kong as the
Asian marketing arm of a new
service that transmits fax mes
sages to an unlimited number
of receivers. FBC owns world
wide rights to the fax broad
■
cast technology.

now 600,000 Chinese in Canada, heavily
concentrated in Vancouver and Toronto.
Chinese is the third most frequently spo
ken language in Canada after English and
French.
The largest Canadian Chamber of
Commerce and the largest Canada Alum
ni Association are in Hong Kong. Ernest
Leong, former assistant director in the
H KGCC works for the Hong Kong-Cana
■
da Business Association.

ROYAL BANK
OF CANADA

1958
1993

Royal Bank of Canada became the first Canadian bank to establish
a presence in Hong Kong.
Royal Bank of Canada opened a branch in Shanghai, the first of
any Canadian bank in China.

We also have branches in Taipei, Kaohsiung, Singapore, Seoul and Tokyo and
representative offices in Beijing and Sydney.
Active in Asia for 35 years, we provide clients with a wide range of quality
financial services.

Royal 8,ank of Canada Group in Hong Kong offers:
• Trade Finance
• Corporate Lending,

• Retail Services for Canada
• Correspondent Banking

• Private Banking
• Treasury Services
• Investment Banking
• Trust Service,

ROYAL BANK OF CANADA

18/F Gloucester Tower, The Landmark, Hong Kong Tel: 843-0888

RBC DOMINION SECURITIES (ASIA) LIMITED

21/F Gloucester Tower, The Landmark, Hong Kong Tel: 526-6731

ROYAL BANK OF CANADA TRUST COMPANY (ASIA) LIMITED
22/F Gloucester Tower, The Landmark, Hong Kong Tel: 820-5111

ROYAL BANK OF CANADA

Pivot role in Asia
Offices in HK, Shanghai, Taipei, Kaohsiung, Singapore, Seoul & Tokyo

R

oyal Bank of Canada (RBC) was
founded as a private commercial
bank in 1864 by a group of Hali
fax, Nova Scotia merchants, to facilitate
financing of fishing and timber and the
flow of goods between Europe, Canada
and the Caribbean. RBC received its fed
eral charter in 1869. By the mid 1920s it
had become Canada's largest bank.
Today, RBC ranks first among all finan
cial institutions in Canada in terms of
assets (C$160 biIIion), capital and stock
market valuation. Its key subsidiaries in
clude RBC Dominion Securities Inc (ac
quired in 1987), Royal Bank Investment
Management Inc and Royal Trust (ac
quired on September 1, 1993).
In Canada RBC operates 1.595 offices

and 3,812 automated banking machines,
one of the largest banking networks in the
world. Internationally, it maintains 81
offices in 30 countries. The Asian network
comprises branches in Hong Kong,
Shanghai, Taipei, Kaohsiung, Singapore,
Seoul and Tokyo and representative of
fices in Beijing and Sydney.
RBC opened its Hong Kong office in
1958 and today it plays a pivotal role in
the growing trade and investment link
ages between Asia and North America,
and between Asian countries themselves.
The major services provided by the group
in Hong Kong are: corporate lending,
trade finance, treasury services, private
and investment banking, trust services
and retail banking for Canada. Its client
Mr. Timothy P. Gibbs, vice-president &
general manager, China & Hong Kong Royal
Bank of Canada
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base includes many members of the
Hong Kong General Chamber of Com
merce. RBC's senior executive for Hong
Kong is Mr Timothy P. Gibbs, who leads
a team of 170 skilled professionals. T he
corporate lending and trade finance
group in Hong Kong is managed by Mr
Chris Tse, who has extensive experience
in the local market.
In 1954, RBC was the first North
American bank to develop business with
the P eople's Republic of China, when a
correspondent relationship was estab
lished with Bank of China. It was the first
Canadian bank to open representative
offices in Beijing in 1981, and in Shanghai
in 1988. The opening of a branch in Shang
hai earlier this year made RBC the first
Canadian bank to have a branch in China.
RBC's primary focus in China is trade
finance. Actively financing international
trade flows with China, it client list in
cludes many of China's national import/
export corporations and global and re
gional clients who trade with China. RBC
has arranged and participated in several
important financings and advised Chinese
corporations on their overseas invest
ments and multinational clients wishing
to diversify into China.
With its extensive worldwide network
and strong Canadian base, RBC is well
positioned to meet clients' financial needs
in Asia and around the world.
■

PBEC

China, Russia join
Steering Committee meeting in Honolulu

T

he annual steering committee
meeting of the Pacific Basin Eco.,.
nomic Council (PBEC) in Honolu1 u between October 22-24 accepted
Colombia, China and Russia as new
members.
Robert Lees, International Director
General, said he was working with In
donesia, Thailand and Singapore for fur
ther expansion of the PBEC membership.
Brig Ian Christie, director-general of
the Hong Kong National Committee and
the secretary, Ms Connie Hui, represented
Hong Kong at the steering committee
meeting.
The highlight of the meeting was the
presence of Ambassador William Bodde,
APEC's executive director and Ms Nancy
Adams, deputy assistant in the US Trade
Representative's Office. They were both
invited to brief PBEC members on the deA Honolulu hotel and beach scene.
:k�-1-f:-�ffiJ!iUPll-:llt

riers to transnational investment, is con
ducting a survey of investment laws, poli
cies and regulations in member countries
and wi II report to the next International
General Meeting (IGM) in May 1994.
Another special committee for food
products, created to identify restrictions
through non-standardised packaging re
quirements in the region, will also be
making a report at the next IGM.
The steering Committee in progress.

:ii�rrlfl

velopment and goals of APEC, with
which PBEC is striving to build a closer
working relationship by gaining APEC ob
server status.
Ambassador Bodde and Ms Adams
agreed that private sector participation
was important to APEC as a "reality
check" to government officials. PBEC,
they thought, could participate in APEC
through its working groups by contribut
ing ideas and advice on priorities of issues
in the Asia Pacific.
The steering committee learned the
Special Fund created to finance special
projects now totals US D2.4 million
against a target of USDS million.
A special committee on foreign invest
ment, established by PBEC to identify bar-
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The steering committee adopted pro
jects to establish PBEC Awards for inter
national business excellence and publica
tion of a prestigious History of PBEC.
The next IGM will be in Kuala Lumpur,
Malaysia between 21-25 May, 1994. The
theme will be Profiting from Pacific Dy
namism� Opportunities and Challenges
for the Private Sector.
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A hotel scene.
�g!j�-jt
Footnote: Ambassador Bodde will be a
guest speaker at a Chamber subscription
lunch at the Furama Hotel on 1 d Decem
ber. His subject will be: The Current Sta
tus and Future for APEC.
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EQUAL OPPORTUNITIES GREEN PAPER

Sex Discrimination
Human Resources Committee sub-group favours employment legislation
against discrimination and adopting the Convention for Elimination of all
Discrimination against Women

A

sub-group of the Chamber's
human resources committee,
chaired by Joan M Lewis, recent
ly met twice to consider the Govern
ment's Green Paper on equal opportuni
ties for women and men.
They decided to favour the legislative
approach on equal opportunities in em
ployment and suggested Hong Kong
should adopt the Convention for the Elim
ination of Discrimination Against Women
(CEDAW) with five provisos.
Ms Susie Ho, principal assistant secre
tary in the Civil Service Branch, told the
group at its first meeting in October Gov
ernment had been under pressure from
women's groups and other pressure
groups on the issue of sex discrimination.
The Government was certain of its own
non-discriminatory position but there was
a degree of uncertainty about the private
sector. Through consultation on the
Green Paper, the Government was seek
ing Chamber opinion on the impact on
such matters as employment practices,
promotion and pay in the private sector if
CEDAW were adopted.
After lively discussion and exchange
of views, experiences and opinions, Joan
Lewis reports, the sub-group felt discrimi
nation was practiced in Hong Kong. It
was most evident in the area of benefits
and entitlements which were well docu
mented with organisations. Particular in
stances were in health and housing bene
fits where female staff were disadvan
taged compared with male contempo
raries. Recruitment practices, especially
advertising, were also cited.
However, the sub-group felt that while
discrimination may be practised, it
would always be difficult to determine
and arbitrate in discrimination cases
since experience, education and other
factors were germane to promotion and
pay issues.
The sub-group felt that legislation was
the appropriate response to ensure and
encourage a trend toward non-discrimi
nation. Legislation should have sound
teeth to make it effective in its objectives
while maintaining sufficient latitude for
businesses to employ the right people in
the right jobs. There should be channels
for grievances in the legislative frame-

work such as the Equal Opportunities
Commission in the UK.
The sub-group felt strongly that the
need to educate employers and employ
ees on the effects of the legislation was
extremely important and that bodies, such
as the Chamber, as well as human re
sources staff within organisations, should
be equipped to deal ·with resultant issues
to avert unnecessary backlash.
Joan Lewis reported the immediate im
pact on the private sector of the legislation
would be its inherent costs. That is, the
costs to companies to review their policies
and practices and the costs to Hong Kong
to monitor business practices and the po
tentially larger costs of enforcement.
Later, in informal discussions at the
sub-group's second meeting in Novem
ber, the consensus was that Hong Kong
should become a signatory of CEDAW.
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Both the UK and the PRC are signatories
and thus there should be no impediment
to Hong Kong joining.
Joan Lewis reported the sub-group's
opinion was that CEDAW was understood
to be a thorough and systematic evalua
tion method or process to eliminate dis
crimination and would overcome the
problems of passive legislation. This opin
ion was subject to five provisions:
i) Legislation should be used as a tool
to assist and support attitudinal change
and focus on practical, objectively-mea
surable, meaningful issues and not on is
sues requiring value judgments.
ii) CEDAW recommends the establish
ment of a Women's Commission but the
sub-group preferred the idea of an Equal
Opportunities Commission or a Commis
sion Against Gender Discrimination. The
Commission should be given powers to
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EQUAL OPPORTUNITIES
hear and decide on cases of discrimina
tion rather than resort to the Courts in the
first instance.
iii) The subgroup felt very strongly that
companies should not be expected to
provide child care facilities for employ
ees. Government should be responsible
for social and welfare services and should
be encouraged to do more to meet the
needs of society in the light of increased
nuclear, as opposed to extended family,
situations.
iv) The sub-group felt that women
generally should be allowed to work the
same hours as men but that protection
should be extended to children, young
persons and pregnant women.
v) The sub-group recommended, the
Chamber together with other employer
groups, should establish guidelines for fair
practices in the workplace to assist em
ployers and employees to understand the
nature and reasons for the elimination of
gender discrimination.

January
February
March
April
May
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The sub-group, with Ms Joan Lewis
(Ciba Geigy HK Ltd) as chairman, cornprised representatives from China Light,
Deloitte Tomatsu, Gemini, Modern Terminals, Dairy Farm, Wyatt Company, Hong
Kong Productivity Council and the
HKGCC.
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ENVIRONMENT

Chamber air pollution
recommendations
New diesel engines cleaner than petrol

T

he government's decision to con
vert taxis to petrol engines was
wrong because it would not solve
Hong Kong's air pollution problem. The
newest type of diesel engine available is
less poi I uting than petrol engines.
The oil companies were too slow in
introducing the sale of low sulphur fuel
available in Europe. It could have been
shipped to Hong Kong direct from Europe
until Singapore could supply the low sul
phur fuel in 1995.
These were some of the criticisms
voiced at a press conference on. control of
air pollution on November 5 by leaders of
the Chamber's Environment Committee,
namely Guy Clayton (chairman); Walter
Sulke and Dr Alessandro Serpetti.
A position paper written by the Envi
ronment Committee detailing its con
cerns and proposing specific recommen
dations was submitted to the Secretary for
Planning, Environment and Lands on
November 3. It was made public at the
press conference.
A press release said the Hong Kong
General Chamber of Commerce drew at
tention to the Government's inadequate
enforcement of existing regulations for
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From left Alessendra Perretti, Walter Sulke and Guy Clayton (chairman).
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The press conference.
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vehicle emissions. The Chamber called
for implementation of specific measures
to halt the deterioration of air quality in
Hong Kong which is threatening the
quality of life and the health of the pop
ulation.
Guy Clayton said: "The main cause of
air quality deterioration is emissions from
obsolete or badly maintained diesel en
gines using high sulphur content fuel.
"Our recommendations are made after
extensive consultation within the Cham
ber and with interested outside parties,
taking into consideration the views of the
oil companies, vehicle traders and the
Government's Environmental Protection
Department."
In summary, the Chamber's recom
mendations are:
1. Emission tests on all diesel.:.engined
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vehicles should be carried out quarterly
and that vehicles not complying with
emission regulations after a second in
spection should be de-licensed.
2. Police controls at various black
spots should be re-instituted immediately
and random testing with proper sanctions
on all diesel-engined vehicles should be
introduced after January 1, 1996.
3. As from July 1, 1994 licensing of
any diesel vehicles should be restricted to
those which are equipped with new type
"clean" diesel engines.
4. The sale of low sulphur fuel (02wt
%) should be introduced by July 1, 1994.
5. The HSU measurement should be
lowered from the present HSU 60 to HSU
40 on January 1, 1995.
6. The use of LPG as an alternative fuel
should be permitted.
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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.SA- Global Union Express (HK) Tel· 845 4232

*� �

��»�ff��tt�� 8 ii��, 1.§11f�B{Ji:Jl3t�ff��F'M'�z, ����ff��
fi tlh • nlJ �t ��l
fi ix iUI f� (Martin Men de lsohn)B{J��Ji {'l=fflUI J£ �
3t, ��,}-nlJ�(51rtiJ��f*��-lfflJi:� � m -"W-) (����"How to
Franchise Your Business") &(1J□M1i5!-�fi5��lf��ititJ�Ji�) (����

»

"How to Evaluate a Franchise")

•*�8>.:J11'13t'Elt5�ffB,}-, EJ:liB�l13��, fffiZiBJtlJ1J□A 7-@���fo��
��l*�� �� �£1iIJJHY.:11' �

********************************************
*A�ff!Jii

□ (51rti"J�ff��-lfflli:��m-�) ---*
□ (1JaM;fi5!-��fi5��lf��ttftJ�Ji�) --*
(�*'ffi11��=-+ nn:iE)

- ( -::f::- +.b. cii!i =-=E =11:11=1 r -5li:::: :.:tcz� )
:.:tc MMr
J:)t!Jl'J
:B IUf _I:��
LW'8.RrE-m ----7C .X-ff.;-1r:l:J..Ri:il=Jsi Yl "EfrE�c,iffi'fflJ
cEEi

..6..

tt�: ---------- ��: ----------

:t-tf! :t.11: : ----------------------

HIV/ AIDS

Need for a company policy
Chamber involved in booklet that will help form your company policy on AIDS

T

he Hong Kong "Institute of Person
nel Management, the Hong Kong
General Chamber of Commerce
and the Hong Kong AIDS Foundation
have produced a booklet called, "Harmo
ny in the Workplace," dealing with HIV
and AIDS. It is endorsed by the Employers' Federation of Hong Kong.
The booklet is intended to be used by
companies and organisations as a guide
to the. implementation of an effective, ra
tional AIDS policy within the workplace.
The Bulletin went to the AIDS Founda
tion and discussed with Mike Sinclair
how far the Foundation had got in Hong
Kong with companies implementing an
AIDS policy.
He begins by saying: "We know for
sure some big American companies have
a policy on AIDS. They admit they have
one. B.ut the won't give us a copy to use
in advising others. That's why we have
produced our booklet with the right sort
of suppbrt in Hong Kong.
"Those with a policy are examples of
the mature company approach to the
problems in the States where they have
been dealing with Aids for 10-12 years.
"They have experienced what it was
like before they had· a policy. They have
even tried different policies in a much
more mature situation than we have here

where one million Americans are infected
with HIV. Responsible companies have
just had to face up to doing something
they must do.
"There's no getting away from it,
AIDS is now here in Hong Kong. There
are HIV infected workers in our compa
nies. The nature of the illness being as it
is, those workers may continue working
for l0-12 years.
"There are recorded cases in the
States where they have worked for 14
years and still remain prefectly function
al and healthy, with no signs of any seri
ous disease at all. This has to be taken
into account.
"How do we address this problem?
"In some countries they round you up.
They mass test various groups. They put
you into isolation; At the moment, China
is rounding up people who test positive
and are putting them into what they call
secure; secluded and isolated places. I
don't feel personally too attracted to that
kind of treatment.
"You have, of course, to deal with the
problem.
"There have been reports from Burma,
for example, where infected people have
been killed by lethc'I.I injection. Executed. I
don't believe that is an effective nor a
morally acceptable approach. Nor do I
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believe at a practical level that that type
of approach works.
"We in the Foundation a:re very much
in· favour of voluntary cooperation
whether it is in the workplace or in the
population in general.
"We see cooperation with the unfortu
nate infected person is the only realistic,
practical, morally acceptable way to han
dle the problem.
"When you start forcing people to be
tested, forcing them into situations against
thelt will, you have a situation like that re
cently reported in China, where they were
testing frequent visitors at the border.
"After being locking up for nine hours
overnight a so-called frequent visitor who
tested positive, was allegedly offered by
officials, a certificate for a year saying he
tested negative in return for HKD1,000.
He paid and went on his way.
"This makes a complete mockery of
any logical reasoning behind doing the
testing. It discourages people from act
ing in an open, honest and responsible
manner.
"So when we come down to the work
place we are very much against manda
tory measures. Our advice to employers is
that they would save a lot of disruption, a
lot of bad feeling and ultimately a lot less
loss of profits if you have a definite stated
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Mike Sinclair says the two main com
ponents of an AIDS company policy are:
• The first component covers the edu
cation of the workforce, ensuring that all
workers know the nature of the disease.
That they know where the risks of the dis
ease lie and, more importantly, they know
where the risks don't Iie, so they are not
faced with irrational fear and panic.
He says: "Our research has shown
that, as far as the basic facts of the disease
are concerned, there is quite a high level
of knowledge in Hong Kong. If you give
Hong Kong respondents 10 basic ques
tions they will get about 8-9 correct in re
gard to the nature of the disease, how it's
spread and how it's not spread.
"But there are also serious misconcep
tions about other things. How do people
feel about mosquitoes, insect transmission
in general, sharing clothing and sharing a
Chinese type meal with chopsticks?
"These are all regarded as dangerous
situations. And this is reflected very
closely in the general attitude Hong
Kong people have to HIV carriers and
Al OS patients.
"About 70-80% will completely avoid
them in all circumstances. So clearly
there is quite a lot of educational effort
still to be made in that area."
Mike Sinclair defines those who catch
AIDS. He says it is not a disease that af
fects children. It is not a disease that
affects very old people or the infirm. It
tends to infect predominantly young
adu Its between the ages of 20-40, the
most economically productive and the
most sexually active members of society.
He says: "Because the workplace pre
dominantly comprises these people it is

the ideal place to disseminate information
about AIDS - the educational compo
nent of company palicy on Al OS among
the people most I ikely at risk and most
likely to be infected."
• The second component in the em.,
ployer's AIDS policy must be directed to
ward the increasing likelihood of having
an infected member of the staff. What that
means both to the infected member and
the company as a whole.
"Our policy is that AIDS should be
treated by the employer Ii ke any other
kind of illness. So long as people are still
able to work and function and are not
physically and mentally affected by the
disease they should be allowed to con
tinue to work and to function in the nor
mal way.
Q. In fact, a person with influenza is a
greater danger to his fellow workers?

Mike Sinclair:"Yes, and possibly less
able to work.
"We would like companies to have a
stated policy which says we would not
single out the HIV infected person. That
he or she should be treated like any other
person with a life-threatening or serious
illness and that they should be allowed to
continue to work so long as there is no
possibility of transmission.

Q. Insurance?

Mike Sinclair: "In the States insurance
companies provide cover as th�y do for
any other life threatening disease.
Here?

Mike Sinclair: "Not at all. Totally ex
cluded. But you can have medical cover
for other things. I, for example, have med
ical coverage. If I break a leg or anything
like that. But anything that is HIV-related I
would not be covered.
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So what happens to a
person who gets HIV
and finally gets AIDS ?
Do you die in the gutter?

Mile Sinclair: "No ,
medical care for aids is
of a high standard here."

Who looks after you?

Mike Sinclair: "Gov
ernment hospitals. I fe
centl y had a stay in a
Government hospital. I
was there for t hree
weeks a nd received a
very h i g h standard of
care. Top people in this
field al I work in Govern
ment service. One
wou Id get better treat
ment in a Government
hospital than a private
hospital . My stay there
cost HKD3 a day. Private
roo m and excellent
specialist consultation
care. All the drugs too.

�ij1fft
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For reservation
1nstructiobs,
please contact our
advertising
representative:

Mr. Simon Wong

Q. Normally that
would cost abou t
HKD2,000 a day i n a
private hospital.

Mike Sinclair : "The
doctors in a private hospital would not have the experience nor
the expertise you would find in a govern
ment hospital.
"Specially in the Hong Kong context
this is probably one of-the best places to
have HIV problems. There is loads of
money around that has been allocated to
the care of this problem, a very dedicated

In-group
Publications Ltd.
Mike Sinclair.
;��it
staff and an experienced staff. And it
costs next to nothing.
"So die in the g utter, if that's your
choice! But it is not necessary. How
things will change when the Chinese take
■
over remains to be seen."

Tel: 887 1830
Fax: 806 0645
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K. WAH INTERNATIONAL HOLDINGS LIMITED
!INCORPORATED IN BERMUDA WITH LIMITED LIABILITYI

Principal Office: 29th Floor, K. Wah Centre,
191 Java Road, North Point, Hong Kong.
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HUNAN CEREALS, OILS & FOODSTUFFS
IMPORT & EXPORT CORPORATION

-hl:���--A�*E ��2�
5152
�fil!i: 441913 425043
�ff: 98105 HFIEC CN {IL!!!: 0731- 445811

�m:

Add: 2, Wuyi West Road, Changsha, Hunan, China.
Telex: 98105 HFIEC CN Fax: 0731-445811
Tel: 447.913
Cable: 5752 or "HUNANFOOD" 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.
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GUANGDONG ENTERPRISES (HOLDINGS) LTD.
GUANGDONG BUILDING,
74-77 CONNAUGHT ROAD C., HONG KONG.

