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SIEMENS

To meet the demand
for better health services

163/78 HK 2

Today’s hectic life makes greater
demands on the individual.
Health-care and the need for ad-
vanced medical treatment increase.

"' Siemens engineers assist customers
in evaluating their particular require-
ments, and work out the best

solution to ensure reliable operation.

@-—'} Jebsen&C:,Ltd. Hong Kong

Siemens Division
Prince’s Building, P.O. Box 97, Tel.: 5-225111

Siemens supplies a full range of
electromedical systems including
the most modern and versatile X- -ray
systems, computer tomography
equipment, reliable and accurate
patient monitoring instruments as
well as probably the most advanced
and attractive dental equipment

range on today s market. t: Linear accelerator for radiation treatment of tumours

Siemens for all medical engineering
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Thinking of Retirement Benefits?
For your staff ?
For yourself ?

For all forms of
Retirement Benefits and
Group Life Assurance Schemes
consult:

GUARDIAN ASSURANCE CO., LIMITED

2nd Floor, Swire House, P O. Box 94, Hong Kong. Telephone: 5-233061

You get a great deal from Guardian.



Toys

It was not so many years ago that the Hong
Kong toy trade and industry were under
pretty constant attack in our major markets
and particularly in Britain in regard to safety
and hygiene standards. Suspiciously near
Christmas every year, there would be a rash of
newspaper articles, some of them quite
vitriolic, advising British and other consumers
that Hong Kong toys should not be sucked,
wound, fired or plugged in on pain of instant
death or disablement. Consumer organisations
were delighted to report that Hong Kong
made polystyrene (or was it polyethylene or
even polyvinylchloride) Father Christmases,
which when sucked determinedly, could
contribute to an accumulation of lead (or was
it mercury) in the brain, leading to a potential
loss of A levels and O levels later in life.

Toys were not of course the only items
under critical comment. Electrical products,
foodstuffs, wigs and many other items made
in Hong Kong, figured from time to time in
newspaper articles around the world and we
had some rather adverse publicity which,
perhaps fortunately for us, did not damage
our exports to any extent. | remember going
on television at one time to prove that our
wigs were not dangerously flammable. An
attractive secretary wearing the wig smiled
into the camera and with a flourish. | lit the
thing with a cigarette lighter. It flared briefly
but did not catch fire. The volunteer’s smile
froze somewhat but our point was proved.
Hong Kong wigs were safe. It was not until
the cameras were switched off that we dis-
covered that the synthetic material from
which the wigs were made, although not
flammable, did melt. The poor girl, one of
Hong Kong’s unsung heroines, had suffered
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much as the scalding material dropped on her
neck.

Complaints did however encourage atten-
tion to standards by both private and public
sectors. Many actions were taken by the
Government to help manufacturers make safe
products. Exporters and industrialists worked
along similar lines to safeguard their business.
Associations like the Hong Kong Productivity
Centre and the Federation of Hong Kong
Industries provided training courses and
testing facilities.

Today, despite the occasional complaint,
the quality of Hong Kong toys is recognised
around the world. That is no longer sur-
prising, given the fact that we are consistently
the largest exporter of toys in the world. Our
tooling and design (much of which however
owes something to foreign skill and innovat-
tion), functional reliability and materials are
all of the highest order. The wide experience
in the trade and the continual investment in
new equipment, new ideas, and higher pro-
ductivity suggest we shall remain in the fore-
front in the 1980’s.

This edition of the Bulletin concentrates on
our toy industry and trade. They are a good
example of what can be done when we all pull
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BNDP’s financing plays an important part
in the development of Hong Kong's toy industry.
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Super Toys
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ong - Kong’s toy industry

has changed beyond recogn-
ition since 1975 when it over-
took Japan as the world’s largest
exporter. Comparing June 1975
and 1979, domestic exports of
toys rose from $664 million to
$2,000 million. And for the first
seven months of the year, toy
exports grew by more than 50
per cent over the same period
last year. Advances  were
recorded across the board except
for a few minor items.

The upsurge in demand for
electronic games is believed to be
a major factor leading to the
spectacular growth of the in-
dustry. Statistics show that the
exports of equipment of indoor
games grew by 642 per cent —
from $22 million to $164
million — between June 1978
and 1979. Sales of plastic toys
with electric motors also jumped
a hefty 73 per cent — from $81
million to $140 million.
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Hong Kong’s firmly estab-
lished plastic and consumer
electronic industries, as well as
the ingenuity of our mould-
makers, have accounted for the
success of the toy industry. As
Acting Governor, Sir Jack Cater,
indicated at the opening cere-
mony of this year’s Hong Kong
Toy & Gift Fair (HKTGF), the
excellent performance of the
local toy industry is attributed to
“the flexibility, innovation and
determination” of the people in
the business.

While Hong Kong’s overall
exports grew by 34 per cent
for the first half of the year,
shipments of toys for the same
period advanced over 51 per cent
to a value of more than $2,000
million. ‘“Performance at this
level by an industry, which is a
major employer and — in terms
of exports — the third largest
sector of our manufacturing
industry, is of real significance to

Educational toys such as this are in great demanc

.

Stuffed dolls are also popular i

our economy, and deserves
examination,” Sir Jack said.

The United States is by far the
largest  importer,  absorbing
nearly half of Hong Kong’s total
toy exports. Between January
and June of 1979, the United




Putting on the finishing touches

States has imported $975 million
worth of toys from Hong Kong,
19 per cent of which are hand-
held games and other electronic
toys.

Our exports to other major
markets for toys during the same
period also increased con-
siderably. Sales to the United
Kingdom grew by 72.9 per cent
to $199 million, to the Federal
Republic of Germany by 39.5
per cent to $135 million and to
the European Economic Com-
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ly-fjne.girly sticking marks on flyiflg saudgrs,
munity by 57.1 per cent to a
level of $528 million.

The good export performance
of the industry is a result of its
ability to penetrate new markets
and the removal of import re-
strictions in certain countries,
Chairman of the Organisation
Committee of the HKTGF, Bill
Blaauw told The Bulletin.

There has been a remarkable
increase in sales to the Middle
East, Central and South America
and Japan. The increase has been

Rafe & Fun
Powerful
Friction

more evident in recent years —
following the introduction of
sophisticated electronic toys — in
such markets as Japan, which is
very receptive to our higher-end
products.

European countries, where
manufacturers use Hong Kong
toy components to ‘‘complement
and supplement” their pro-
duction, have also removed many
import restrictions. “The
Governments of these countries
realise that by imposing restric-
tions on Hong Kong, their
toy makers will not be able to
use our cheaper components to
lower their domestic production
costs. This reduces the com-
petitiveness of their own export
business,” Mr. Blaauw said.

In Hong Kong, the 1,800 toy
manufacturers  employ  over
60,000 workers — seven per cent
of the labour force — and their
output is the third largest of
local industries. About 75 per
cent of them are engaged in the
production of conventional types
of toys — dolls, stuffed toys,
educational and muscial toys,
construction Kkits, action figures,
inflatable and metal diecast and
carnival decorations.

“The old classics are still the
bread and butter of the toy
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Quality checks on electric toy trains

industry in Hong Kong, and in
fact all over the world, in spite of
all the noises made about elect-
ronic toys,”” Mr. Blaauw said.

Many toy makers and con-
sumer electronics operators have
however shifted their production
in favour of sophisticated toys
which offer a higher return.

The Ting group of companies
— Kader and Qualidux — for
example, produce some 40 per
cent electronic toys, principally
sound - response toys and radio
control boats and cars, compared
with less than 10 per cent three
to four years ago. “On many
occasions, we receive orders
much larger than we expect,”

wherever

Vanaging uvirector, bennis 1ing,
who is also the Chairman of the
Chamber’s  Industrial  Affairs
Committee told The Bulletin.
Annual sales of Kader and

Qualidux exceed $100 million.

Mr. Ting pointed out that
the channel of dis-
tribution is efficient and Govern-
ment control is not restrictive,
there will be export oppor-
tunities. He suggested that the
Chamber should provide
members with more information
on import regulations, part-
icularly for developing markets,
such as Africa and Latin
America.

Although the future for the
toy industry looks promising,
there are a few clouds on the
horizon. These include shortages
of labour and rising costs of
freight and raw materials.

The labour problem has been
temporarily alleviated as a result
of the presence of the Viet-
namese refugee workers. But the
spiralling cost of freight and
plastic materials has caused deep
concern among local manu-
facturers and exporters.

According to Mr. Blaauw, the
higher costs of materials and
labour have raised FOB price of
plastic toys by 25 to 30 per cent,
and of metal toys by 30 to 40
per cent compared with last
year’s level. For certain lines of
our ‘toy exports, he added,
freight costs constitute up to 30
per cent of their landed prices in
some countries.

Joseph Law of Joseph Inter-
national (Hong Kong) says that
buyers are now cautious in bud-
geting, and the average volume
per contract has dropped.

“Compared with other pro-
ducers, Hong Kong-made toys
still have a price edge since the
initial cost of production —
tooling — is lower, though it has
gone up considerably in recent
years,” Mr. Law added. Hong
Kong toys also enjoy an edge
that is less tangible but equally
important: the ability to build in
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the latest innovations.

The obvious answer to these
problems, constantly reiterated
by every industrial leader, is to
continue to upgrade our pro-
ducts in order to create a market
that is ahead of the competition.
Most toy makers are following
exactly this trend, and are
shifting their production to more
sophisticated electronic items,

According to the Trade
Development Council, the en-
ormous demand for micro-
processor games has created a
sellers’ market in which buyers
are feverishly searching for new
sources of supply. Manufacturers
already in the field can only
satisfy about 60 per cent of
demand.

There are not many in-
dependent suppliers, and pro-
duction in this field is largely
commissioned by large American
manufacturers. Furthermore
independent suppliers’ capability
to increase their production is
restricted by the short supply of
microprocessor components.

Many manufacturers report
that their projected production
for the year has been fully
booked, and new orders will only
be accepted if additional supplies
of microprocessors can be
secured. “The tight supply of
chips has outstripped the most
optimistic estimates made when
chip manufacturers planned their
production schedules for this
year,”’ they say.

Some consumer electronics
makers are expanding their pro-
duction to cater for this market.
One such firm, RJP Electronics
made 1.8 million calculators last
year. Since then the company
has increased its production of
monthly output of 45,000 hand-
held games and 20,000 computer
organs with memory functions.

Other manufacturers are re-
ported to have started joint
ventures with American partners
to produce microcomputers
locally, Tele Art Ltd.,, for
example, has acquired a 3,365

sq. metre site at the Taipo In-
dustrial Estate for the pro-
duction of about 1 million chips
(50 per cent for toys) a year.

Project Manager, Poon Shao-
chun, says that Tele Art at
present produces digital watches,
but the $40 million project at
Taipo, to be in operation by
1981, will be concentrated in the
production of chips, “in view of
the increase in demand by local
toy makers”, ‘

As the price of oil based
materials is expected to increase
following moves by OPEC, it is
anticipated that electronic toys,
which have a lower plastics

Stamping logos on toy gars

content and a higher value-
added, will continue to play a
predominant role in the develop-
ment of this rapidly changing
industry.

”
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The Bulletin recently interviewed two General Committee members of the Chamber, Mr. Allen Lee and Mr. Sam Osmond.

“lam proud to be associated with the Chamber,

f.

wh|ch | believe, carries alot of
eight in matters relating
to busmess and Governmen

legislation. The Chamber ha{is

contributed considerably
to the economic growth
of Hong Kong, and has
participated ina wide rang
of activities in connection
with the development

of China.”

At only 39, Allen Lee, the
Chamber’s newly appointed
General Committee member, is
Managing Director for Ampex
Ferrotec Ltd. and a member of
the Legislative Council. Mr. Lee
is young, energetic and amiable,
always wearing a smile. He has a
particular interest in the develop-
ment and training of young
people, and advises the univer-
sity and the Polytechnic on
electronics training.

He is also the Chairman of the
Electronics Industry Training
Board of .the Hong Kong
Training Council, the Chairman
of the Hong Kong Industrial
Design Council, a co-opted
member of the  General
Committee of the Federation of
Hong Kong Industries and a
member of the Hong Kong Con-
sumer Council.

In recognition of his achieve-

Mr. Allen Lee

ments in the community, Mr.
Lee was chosen as one of the five
outstanding young persons of the
year in 1977. “Like any other
candidate, | refused to run for
the award in the beginning. But
a member of the Junior
Chamber, organiser of = the
Contest, who approached me
filled in the application for me,
and | signed it. | was given the
honour after being interviewed
by the selection panel, com-
prising Sir S.Y. Chung (Sonca),
Bill Wyllie (Hutchison), David
Akers-Jones (Secretary for the
New Territories) and Y.F. Hui
(Director of the Hong Kong
Council of Social Service), out
of some 20 candidates,” said
Mr. Lee in his noticeable
American accent.

Mr. Lee left Hong Kong in
1959, and spent seven years in
the United States, where he

studied engineering mathematics
in the University of Michigan.

Since he was educated in a
Chinese Middle School in Hong
Kong, he claims he spoke
virtually no English at the time
he left for the United States.

“It was very tough in the
beginning, but being young and
bullish, | picked up English very
fast, from my American room-
mate, and perhaps by joining the
American fraternity.” Mr. Lee
said. ‘“After six months, |
thought my English was better
than many other English high
school  graduates. When |
réturned to Hong Kong in 1966,
| had tremendous difficulty with
my Chinese.

After graduation, Mr. Lee
worked for two years as a design
engineer in an  American
company. ‘“At that time, | never
thought of coming back to Hong

12




Kong, but after | returned on a
vacation to visit my mother, |
was impressed by the progress
Hong Kong had made. And with
my father’s persuasion, | decided
to stay here.”

Between 1966 and 1967, Mr.
Lee was employed by Lockheed
Aircraft International Ltd. as a

test engineer supervisor, res-
ponsible for the training of
engineers for the electronics

division. He was promoted to
test engineer manager in 1968.
Subsequently, he joined Ampex
Ferrotec Ltd. in a similar
capacity early in 1970 and

became Managing Director of the ¥

company in 1973,

Commenting on his shift of |

responsibility from operation to
management, Mr. Lee said, “The
single most important thing in
management, | believe, is com-
munication. | was never a
believer in keeping it to yourself.
You’re doomed to fail if you
don’t let your staff know what
you’re thinking, and you’ve to
set your own philosophy. A
major difference between an
engineer and a manager is that
the former deals with products
and the latter with people.”

At Ampex, Mr. Lee has
trained a large number of en-
gineers, and at the same time, has
tried to persuade his counter-
parts to follow suit. ‘“Cooper-
ation between industrialists and
educators is essential in order to
determine what industry re-
quires. Since devices, applica-
tions and circuits are changing
every day, talent is required to
catch up with the development.
Practical training is important
and engineers today also have to
consider the aesthetic appeal of
the product. This is something
which cannot be acquired at
school.”

Mr. Lee stressed the import-
ance of the apprentice scheme,
through which a young person
can become a technician after

PO —

four vyears of training. The
scheme also paves the way for
ambitious young people to attain
higher qualifications.

“It is encouraging that both
manfacturers and young people
are beginning to appreciate the
value of the Scheme. | hope
Government and industrialists
will continue to support this
system of training.”

“As a matter of fact, my
major concern in the Legislative
Council next year is to advocate
training, and to maximise our
human resources. | shall support
Dr. Francis Tien who is the
Chairman of the Training
Council, on the establishment of
a centralised training scheme of
workers for all industries in Hong
Kong.”

Recalling his appointment to
the Legislative Council, Mr. Lee
said, “l was so surprised that |
didn’t believe that news when
| first heard about it. | thought
I was too young and inex-
perienced to be a law maker.
Nevertheless, I felt very
honoured. | must do my utmost

i
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' “The single most important

thing in- management,
| believe,
| is communication.”

for the people in Hong Kong.”
As regards his appointment to
the General Committee of the
Chamber, he addéd, “l am proud
to be associated with the
Chamber, which 1 believe, carries
a lot of weight in matters relating
to business and Government
legislation. The Chamber has
contributed considerably to the
economic growth of Hong Kong,
and has participated in a wide
range of activities in connection
with the development of China.”
As the world enters an era of
electronics, Mr. Lee suggested
that companies must go for com-
puterisation. ‘“To maintain the
pace of our economic develop-
ment, we have to produce better
quality and more sophisticated
products, broaden our industrial
base, and diversify our markets.”
“All - these call for the ex-
pansion of our training facilities
and the introduction of more
advanced technology.”
Mr. Lee is married, with three
children. In his free time, he
likes playing chess and tennis.
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The art of fine-tuning a variety
of instruments.

Tuning customers’ re-
quirements and the reali-
ties of thefinancialmarkets
requires not only the ex-
tensive knowledge and
skills of the specialist, it
calls for a broad range of
services as well. You can
be assured that Deutsche

Bank, with more than 100
years of international ex-
perience, can offer both.

Our scale of services
reaches from the more
common forms of finan-
cing, such as reimburse-
ment credits and dis-

Deutsche Bank (Asia Credit) Ltd.

4301 OCBC Centre

Chulia Street

P. O. Box 2103 Maxwell Road Post Office
Singapore 1

Tel.: 917- 555

Deutsche Bank, a century of universal banking.

counts, to co-financing in
cooperation with govern-
mental and international
agenciesaswell as private
placements and public
bond issues.

Our experts throughout
the world are well ac-
quainted with these and
many other concepts in
financing.

Come to Deutsche Bank
and let us tune them exact-
ly to your requirements.

Deutsche Bank

Central Office: Frankfurt (Main) / Diisseldorf

Deutsche Bank AG

Regional Representative Office and

DB Finance (Hong Kong) Limited

St. George’'s Building, 7/F

Ice House Street, Central

G.P. 0. Box 9879, Hong Kong - Tel. (5) 255203



“| feel honoured to be asked to join the
General Committee. Pmimpressed with the

dynamism of the Chamber, and the
wide range of activities it is involved in.
By being a member of the General
Committee, | hope | can contribute the |
experience accumulatedin the
countries where | have worked.”

Sam Osmond, Managing
Director of the Shell Co. of Hong
Kong Ltd. says that when he first
came to Hong Kong in mid 1978,
he was very cautious in making
statements, and preferred not to
speak off the cuff. This is some-
what difficult to believe, since
today he answers even the
trickiest question in a tactful
and meaningful manner. His
conversion is partly the result of
the frequent OPEC adjustments
of oil prices. During the past
year, Mr. Osmond has been
approached constantly for com-
ment, and fully appreciates the
value of good media relations.

“l try to be accessible to the
media because 1 consider an
important part of my duty is
to explain to the public, through
the media, the position of the oil
industry,”’ says Mr. Osmond, re-
clining in his swinging chair.

Mr. Osmond came to Hong
Kong in June 1978 to take up his
present appointment. He was
invited to join the Chamber’s
Home Affairs Committee in
January 1979. In May, he was
appointed a member of the
Chamber’s General Committee.

“l feel honoured to be asked
to join the General Committee.
I’m impressed  with  the
dynamism of the Chamber, and
the wide range of activities it is
involved in. By being a member
of the General Committee, |
hope | can contribute the experi-
ence accumulated in the coun-
‘tries where | have worked.”

“l am impressed also by the
way the Chamber is taking the
lead in areas that need attention,
such as the development of
export opportunities, and con-
tacts with China.”

Mr. Osmond has a long career
of  successful marketing and
other appointments behind him.
He joined Shell in 1957, and sub-
sequently worked in East Africa;
in recruitment with Shell Inter-
national in London; with Shell
Oil in New York on finance and
computer systems; in  Shell
Thailand as Marketing Director;
in Shell International on marine
fuels sales; and prior to his
present appointment, as General
Manager of Shell Sudan with
additional responsibilities for
marketing in Saudi Arabia.

Recalling his experience in
different parts of the world, Mr.
Osmond paused for a while and
said: ‘‘Business oportunities in
Western Europe are very limited.
In Africa, although the potential
is large, it takes a long time to
materialise. In contrast, Hong
Kong offers a lot of oppor-
tunities, real opportunities, not
just castles in the air, which can
be built into solid
ments.”’

Although Mr.  Osmond’s
family is in Britain, he has been
kept too busy to feel lonely.
“Like many other cities in
Southeast Asia, Hong Kong
offers an attractive combination
of good business opportunities
with an interesting environment
to live in. Of course, [ miss my

children, and I’'m happy when |

they come and visit me during
vacations.”’

Mr. Osmond graduated in
History at Cambridge University.
“l studied history virtually as a
form of getting a basic educ-
ation. In my final vyear, |
specialised in economics, and in a
period of Chinese history (the
Boxer Rebellion) so as to get an

-achieve-

insight into the development of
the country.”

“How did I get into the oil
business?”’

“My objective was to get into
a career which is international in
nature and offered a variety of
prospects. The oil industry fitted
this description to me better
than any other business.”

Understandably, there is a
flood of criticism whenever oil
price increases have to be made
and the target for much of the
criticism is inevitably the boss of
the oil company. But Mr.
Osmond believes that there is a
growing realisation among the
public that oil price increases,
which none of us like, originate
with moves by the OPEC coun-
tries. “We have no control over
the increases, and we just have to
pass them on to the public. If we
didn’t, we would go bankrupt
very quickly.”

With further price increases in
the pipeline, the advice Mr.
Osmond gives to oil consumers is
“economise in use of oil — and
think of the positive aspects of
energy saving, such as new
business opportunities.”’

“Fortunately, few industries
in Hong kong are fuel intensive.
Apart  from  shipping and
aviation, and probably textiles,
| most industries here consume a
relatively small amount of oil.”

And it is very encouraging that
| the Hong Kong electricity gener-

ating companies will start to
| burn coal as well as oil from
1982. A further step to combat
future energy crises is to make
greater use of solar energy,
though the full application of
this will take much longer than
the switch to coal.” [




The impact of world oil crisis

Speech to Hong Kong General Chamber of Commerce on 24/10/79 by Mr. Sam Osmond, Managing Director of

Mr. Sam Osmond
Over the last year we have seen the
biggest changes in the oil scene since
1973 — the collapse of lIran, -the
world’s second largest exporter, a 70%
increase in ‘“normal” oil prices, and a
doubling of spot prices. Looking
ahead, one can detect the re-emer-
gence of a precarious balance between
supply and demand in the world, but
one that is very vulnerable to political
upsets and to the growing lack of
OPEC interest in increasing their
production.

Against this gloomy background,
one might expect Hong Kong, which
depends on oil for 100% of its energy
needs, to be in a very precarious posi-
tion. By comparison, even the poorest
countries in the world have some
indigenous energy sources, such as fire-
wood, coal or hydro.

Yet to me, the surprising thing is
not that the oil crisis has affected
Hong Kong, but that it has affected it
so little. And even though | expect
continuing problems with world oil

supplies and prices, | am quite optimis-
tic about their impact on Hong Kong.

Of course, higher oil prices give rise
to immediate problems with inflation
and balance of payments, and longer
term — and potentially more serious —
may lead to a slow down in the world
economy as a whole. But Hong Kong
lives by competing, and what really
matters, | suggest, is how Hong Kong
is affected relative to other countries.
Let us look at the various effects of
the oil crisis in this light.

In_inflation, oil prices are a major
factor, but not the only culprit: an
expanding money supply, Wwage
pressures, and imported inflation must
also take their share of the blame. But
countries whose governments have
long artificially held down domestic oil
prices have had far more of a shock
this year: it has been a traumatic year
for consumers in Thailand, Indonesia
and Taiwan, long accustomed to
subsidised prices which their govern-
ments can no longer afford; and the
traumas look like continuing for some
time to come among American
consumers, who have painfully adjust-
ed themselves to dollar-a-gallon gaso-
line only to be told that the price
should be over twice as high. Other
governments are learning what the
Hong Kong Government has known all
along: that subsidies and price controls
only distort the economy and make
the eventual re-adjustment to reality
more painful,

An even worse distortion, which
again Hong Kong is free from, occurs
when governments or major consumers
are unwilling to accept that it may be

necessary to use the spot market to
supplement normal supplies. Such
purchases involve high prices, but in
the last resort, this is better than going
short — which has not happened in
Hong Kong.

As far as balance of payments is
concerned, it is remarkable what a
small proportion of Hong Kong’s
imports are accounted for by oil.
Whereas oil accounts for about 18% of
South Korea’s imports, and 14% of
Taiwan’s, the figure for Hong Kong is
only 5% — and the proportion has not
so far increased in 1979.

Of course, part of the reason is that
Hong: Kong, unlike those other coun-
tries, also has to import so much else
— such as food, water etc. And there
is every likelihood that the cost of
manufactured imports will rise in due
course as the secondary effects of oil
inflation take effect.

But a more significant ‘part of the
reason is that Hong Kong's energy con-
sumption per head is not very high.
When related to GDP/GNP per head, it
is much lower than most other coun-
tries.

There are several reasons for this.
First, the land area is small, and com-
pact, so that internal transport of
people and goods requires compara-
tively little fuel. For example, petrol
accounts for less than 3% of Hong
Kong’s oil consumption; in the U.S,,it
accounts for about 50%.

Second, we use proportionately less
oil in Hong Kong in combatting the




-on the Hong Kong economy

the Shell Company of Hong Kong Ltd.

climate. People complain about the
summer heat here, but in fact our hot
season is far shorter than in most other
tropical sea level cities. And we have
no real need for winter heating, which
accounts for so much of the energy
bill of Northern Hemisphere countries,
such as Japan and Korea.

Third, Hong Kong industries are
not very energy intensive. In general it
is heavy industry — steel, cement,
aluminium — which uses a lot of fuel,
whereas light industry does not.
Except for textiles, Hong Kong’s
exports, (such as watches, electronic
goods, jewellery, and toys) and
invisibles (e.g. tourism and banking)
are not energy intensive. Even in
textiles the Hong Kong trend (which
was apparent long before this year’s
oil crisis) is away from energy inten-
sive processes such as spinning and
weaving, and towards printing and
finishing, and finished garments with
higher prices and lower volumes.

| realise that many members of the
audience come from the shipping and
aviation business, and they will be
painfully aware that fuel costs now
account for over half the running costs
of a ship or plane. The position has
been made worse by the fact that
shipping and aviation fuel prices tend
to be lower than most when oil is
plentiful, but to increase more when it
is not. As far as the Hong Kong econ-
omy itself is concerned, most exports,
which have further to travel, are high

in value, small in bulk: it is lucky we
are exporting watches rather than cars,
garments rather than sugar. And most
of our. exporting competitors —
Taiwan, Japan, Korea — have just as
far to send their exports to the
markets of the U.S.A. and western
Europe.

Future Prospects and Policy

| mentioned at the start that the
world oil supply situation is likely to
be unstable for a long time — though
next year may be slightly easier than
1979. In this context, what can Hong
Kong do to protect itself? '

The most important single step,
taken well before the present oil crisis
— and with the active encouragement
of Shell — is to switch electricity
generation away from oil. Electricity
currently accounts for almost half the
oil demand in Hong Kong. It’s a
waste to use oil for electricity when
other resources, such as coal and
nuclear, are both more easily available
and cheaper. The new coal fired power
stations of Hongkong Electric and

China Light & Power will come on

stream in 1982. Coal supplies may still
have their problems, but will certainly
be cheaper, and available from more
sources, than oil.

In Shell we have also been looking
at other energy forms. We have invest-
ed a lot in nuclear, but that is now out
for Hong Kong. We have led the way
in this part of the world in developing
schemes for Liquefied Natural Gas
(likely to be more plentiful than oil

long term); but LNG requires high
volumes and isolated harbours — not
easy in Hong Kong. We believe that
solar energy is already fully economic
for water heating, and are trying to
develop schemes in Hong Kong,
though there are a number of pro-
blems involved.

Meanwhile, where oil is the only
source of energy, it makes sense to use
it economically. The recent govern-
ment campaign has given an impetus
to this commonsense step. And now
higher prices are forcing the message
home.

It is also important to diversify
sources of oil. This is easier said than
done. For the rest of this century oil
importing nations are likely to have to
rely mainly on the Middle East, with
all its problems. Fortunately we have
China as a neighbour, but | would
caution here against wishful thinking:
it will take a long time to- develop
China’s oil potential, and on current
showing they will demand the very
highest prices.

To my mind, the most worrying
aspect of the oil crisis is that it may
push an already shaky world economy
towards recession; this would affect
exporters, through lower growth in
demand and more pressures for protec-
tionism. This could be very serious.
But in practice Hong Kong bounced
back much faster than most other
countries from the OPEC induced
recession of 1974; and | believe the
people of Hong Kong have the
resilience to do so again. | hope that
the members of this Chamber may
prove me to be right. I/ 4
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Worldwide

India may start
Tax Holidays

The Indian Government is consider-
ing introducing tax holidays of up to
five years in a bid to attract greater
foreign investment.

The President of the

Indian
Electronic  Component  Industries
Association (Elcina), Vinayi Rai, says
tax holidays are expected to be intro-
duced within the next few months
when the new government takes over.

Elcina, which visited Hong Kong
recently, met the Chairman of the
Electronics Committee  of  the
Chamber, Allen Lee and Assistant
Director, Cecilia Fung, on October 13,
to discuss trading opportunities
between the two territories, and ways
to attract foreign investment to India.

Elcina, formed in 1967, has 105
members,  representing a  wide
spectrum of the electronic com-
ponents industry in India, both from
the government and private sector.

Mr. Rai said investment incentives
in India include cheap land and labour
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and improved government facilities.
Land in India is sold at $15 per sq. ft.,
and the construction cost is about $25.

Average wages for workers are
$200 per month, for engineering
graduates, $400 and for experienced
engineers, $1,250.

To increase the number of techni-
cians, the government pays trainees’
salaries for a period of six months,
which Mr. Lee claims is a unique
approach to improving industrial
standards.

Trade with
West Germany

Hong Kong's exports to West
Germany will continue to grow, and
are expected to reach HK$6,500
million this year, Trade Division
Manager of the Chamber, W.S. Chan,
told the press recently.

For the first eight months of the
year, exports to this market totalled
HK$3,889 million, an increase of 48
per cent over the same period in 1978,
West Germany, with a population of
about 62 million, is Hong Kong’s
second largest market. In 1977, it had
a GNP of HK$2,500 billion, that is,
HK$40,800 per capita compared with
HK$22,150 in Britain.

The GNP growth of West Germany
accelerated to 3.4 per cent in 1978,
and forecasts for 1979 suggest a slight
rise in the rate to about 4 per cent.
The inflation rate is low — only 2.6
per cent in 1978. Recent estimates
suggest the rate might rise to 4 per
cent this year, although this would
still be well below that of most other
industrial countries.

A large visible surplus is earned
from trade, HK$100 billion in 1978.
The market is however highly com-

Trade Division Manager of the Chamber,
W.S. Chan (centre) explains to the Mayor of
Berlin, Wolfgang Luder (right) the high
quality of Hong Kong products. Looking on -
are Government officials of West Germany.

¥ Picture shows (from left to right): the

President of the Indian Electronic
Component Industries Association, Vinayi
Rai, the Chairman of the Electronic
Committee of the Chamber, Allen Lee and
Assistant Director, Cecilia Fung, discussing
trade and industrial opportunities between
Hong Kong and India.




petitive and consequently price and
quality, adherence to quoted delivery
dates and the provision of first-class
after-sales service, are essential, Mr.
Chan said.

Popular items include clothing,
radios, toys, sporting goods, watches,
travel goods and handbags, office
machines, photographic apparatus and
equipment.

According to the latest available
statistics, Hong Kong only accounted
for about 1 per cent of West
Germany’s total imports. But certain
products such as clothing, travel goods
and handbags, toys and sporting
goods, watches and clocks, Hong
Kong’s share of the import market is
more substantial at 10-20 per cent.
There is, however, great potential for
development.

Fukuoka Mission
visits the Chamber

A 20-member trade mission, led by
the Deputy Vice Governor of the
Fukuoka Prefectural Government in
Japan, R. Oshima, visited the Chamber
on October 24.

Accompanied by Manager of the
Commerce, Industry & Trade Division,
Municipal Government of Fukuoka
City, G. Ando and Manager of Foreign
Trade Division, Fukuoka Prefectural
Government, T. Kihara, Mr. Oshima
discussed trading opportunities

between Hong Kong and Japan with
Chamber executives.

The Director of the Chamber, Jimmy
McGregor presents a souvenir to Deputy
Vice Governor of the Fukuoka Prefectural
in Japan, R. Oshima, who visited the
Chamber on October 24, 1979,

Assistant Director of the Chamber, Cecilia Fung, in discussion with the Director of the
Japan External Trade Organisation in Hong Kong, M. Fukukita, before departure for the
Kagoshima Hong Kong Economic Conference held between November 3 and 5.

The mission is the first of a series
of trade missions from Kyushu plan-
ning to visit Hong Kong. Businessmen
from Oita, Nagasaki and Kagoshima
are expected later this year and during
early 1980 to explore further trading
opportunities between the two
territories.

Chamber Executive
attends International
Conferences

The Chamber is represented at two
international conferences held this
month.

Industry Division Assistant Director,
Cecilia Fung, attended the Kagoshima-
Hong Kong Economic Conference
between November 3 and 5. The three-
day conference was aimed at promot-
Tt vty B3 5k
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4 .
Mr. McGregor (right) listens attentively to Mr. Oshima (centre). On the left are members of

the Fukuoka Mission.

ing tourism, economic and cultural
activities between the two territories.

Other participants from Hong Kong
included representatives from the two
universities, the Japan External Trade
Organisation in Hong Kong and the
Japan Chamber of Commerce in Hong
Kong,

Between November 22 and 24,
Trade Division Assistant Director, T.L,
Tsim, attends the 27th ICC-CAPA
Session to be held in New Delhi. The
symposium is jointly organised by
the International Trade Centre and the
International Chamber of Commerce.

Participants discussed, among other
things, the organisation of Chambers
of Commerce for trade promotion
activities, trade promotion services,
training of personnel, and regional
groupings of Chambers of Commerce
in trade promotion.
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Chamber News

New Members

The following companies joined the
Chamber during October:—
B. P.T. Leisure International Ltd.
Bank of Scotland
Bon International
Commerzbank AG, Hong Kong Branch
Dolly Industries Co.
Drama K. Company
Eastern Prime Line Ltd.
Hurlingham Limited
Kam Tai Trading Company
Letsan (International) Trading Co. Ltd.
Longson Trading Co. Ltd.
Luckgate Electronics Co. Ltd.
M.K. Thadani & Sons (HK) Ltd.
Macalindo Electronics Ltd,
Mafeba Far East Ltd.
Mannesmann Demag AG
Micro Electronics Ltd.
Natimpex International
New Asia Co. (Truck Parts) Ltd.
Northern Telecom (Asia) Ltd.
Parfums et Beaute Hong Kong Ltd.
Project Development Centre
Sanyo Semiconductor (HK) Co. Ltd.
Saya Hong Ltd.
Soul’s Union Appliances Ltd.
Tak Fat Garment Fty.
Willing Trading Company
Yau Sang & Company
Orient Leasing (Asia) Ltd.
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The Director of the Chamber, Jimmy
McGregor (right), presents a retirement
gift to Mr, Kwong in appreciationof his
45 years service.

CO Staff retires after

45 years of Service

Fifty-nine year old Kwong Ming of
the Certification Branch formally
retired on October 15, after 45 years
of service with the Chamber. Mr.
Kwong will leave Hong Kong for
Canada to stay with his children in
Toronto.

Mr. Kwong joined the Chamber at
the age of 14 in 1934 as an office boy.
At the end of the Pacific War, he
voluntarily reported back for duty,
despite the fact that the Chamber had
ceased to operate during the occupa-
tion. Mr. Kwong was eagerly accepted
back on the staff. Before he retired,
he was  responsible for certificate
amendment work of the Certification
Branch.

1977 Census

of Wholesale, Retail
& I/E Trades, Hotels
and Restaurants

As many members will know, the
Census and Statistics Department
conducted in 1978 a large-scale
economic census of Hong Kong’s
wholesale, retail and import/export
trades, restaurants and hotels, collect-
ing data relating to the year 1977.
Being the first of its kind, this census
provides benchmark statistics on the
structure, conduct and performance
of the trade sector.

It is one of an on-going series cover-
ing the whole Hong Kong economy
and manufacturing has already been
covered, and construction and services
are to be surveyed in coming years.
One of the objectives is to provide
data on the contribution to the
economy of different sectors, and thus
make for improved economic planning
in both private and public sectors.

The present Census results were
estimated from the data obtained from
a sample of 16,433 establishments,
which included all establishments
engaging 20 or more persons plus a
random selection of smaller establish-
ments. The sample was drawn from a
total of 65, 486 establishments in the
distributive trades, and restaurant and
hotel services registered with the
Business  Registration Office and
market stalls recorded by the Urban
Services Department or Housing
Department.

The C & S Department is in the
process of compiling a report contain-
ing detailed census results, the sample
design and methods of data collection
and processing. In the meantime,
enquiries about the census and the
table of results may be directed to Mr.
Yeung Miu-yuen 5-444394, Miss
Josephine Lau Ching-mui, 5-444584.

Managing Director of Shell Co. of HK Ltd.,
Sam Osmond (left), was invited to speak to
members of the Shipping Committee of the
Chamber on October 25, 1979 at the Hilton

Hotel (A report of Mr. Osmond’s speech is
printed on pages 16 & 17).



Productivity reward
could boost Profits

A well-known expression in some
companies and industries in Southeast
Asia is: “We pay peanuts and get
monkeys.”

High rewards linked to high pro-
ductivity may not be easy to achieve,
but once achieved, it is easier to
manage, a management consultant said
recently.

The Director and General Manager
of PA International in Hongkong, Bob
Cowan, said many industries were
sceptical about self-financing pro-
ductivity schemes. :

“Such a scheme enables a company
to pay its employees above the
accepted rates, provided it is financed
from increased productivity and there-
fore increased profits,

“The justification for the high level
of reward we all desire, and tend to
demand, is improved performance.”

Mr Cowan said the question often
asked about self-funding schemes was:
‘increased productivity of what?’

He said traditionally productivity
had been related to the workers, but
what should be considered is the
whole enterprise. .

“By measuring the additional out-
put to the number of people employed
or the total salary bill, we have an
overall measure of business per-
formance.”

He said the theory of self-financing
productivity schemes would be more
attractive to more companies, but

often the theory failed to point out

the practical way forward.

Mr Cowan suggested the following
typical steps for improvement:
Identify:

* Corporate objectives;

* The gap between achieved and
desirable performance;

* The relative significance of different
functions within the organisation;

* The opportunities for improvement
in key. areas of the organisation;
and .

* The means by which revised targets
will be achieved and monitored
“The main requirements for tack-

ling such a programme are a broad

business appraisal backed by the time

available to devote to detailed im-

plementation — ‘both scarce resources

in most organisations.

Construction
inprogress at

Discovery Bay

Construction work is underway at
Lantau Island on the largest and most
comprehensive residential and recrea-
tional development project ever under-
taken in Hong Kong.

The Discovery Bay project
encompasses a 1,520-acre-site on
Northeastern Lantau, and is being
developed at an estimated cost of
HK$2.5 billion.

The project’s developers are the
Hong Kong Resort Co. Ltd., who plan
to build a total of over 4,500 re-
sidential units of various types at

Discovery Bay, in phases during the
next six to eight years.

According to the Managing Director
of Hong Kong Resort, Mr. Payson Cha,
“The overall plan is to create a
completely self sufficient Hong Kong
community at Lantau. We would like
to see Hong Kong families settling at
Discovery Bay permanently, although
the homes will be just as ideal for
holidays and relaxation, because we'll
have something suitable for everyone,
from small flats to garden houses. In
addition, the development ‘scheme
places special emphasis on privacy,
environment, tranquility, and con-
venience.”

Discovery Bay

Good Citizen Award
Presentation

Legislative Councillor Allen Lee,
who is alsoc a member of the
Chamber’s General Committee, pre-
sented awards to 25 recipients at the
latest Good  Citizen Award Pre-
sentation held in the Oi Man Estate on
October 26.

The Chairman of the Chamber,
Nigel Rigg, the Director, Jimmy
McGregor, the Commissioner of Police,
Roy Henry, and the Secretary for
Home Affairs, F.K. Li, were also
present at the ceremony. :

RTV artists provided a full pro-
gramme of entertainment at the
event, which attracted thousands of
spectators from the estate.

Legislative Councillor, Allen Lee, presents a certificate to one of the 25 recipients at the

latest Good Citizen Award presentation held in the Oi Man Estate on October 26, 1979.
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Canon’s new computerised NP~-80
will revolutionise
office co?ying the way computers
revolutionised the world.

Like computers, Canon’s copiers are not
only getting better. They're

getting smaller. And the new NP-80

is the first of our new generation of
computerised desk-top copiers which
gives you features of an expensive full size
copier. The NP-80 takes up to A3 size,
reproduces as many as 32 copies a minute,
and needs no warm up time. ;
And instead of the conventional operation
panel with buttons and switches there’s
a smooth sensor switch board.

Another innovation is the world’s
roller development process.
This, together with
the built-in micro- %
computer guarantees
perfect copies, even
when the unit is operating
at high speed. The NP-80
has an “Interruption

Key” that allows,

a pre-set run :
to be interrupted. s
The NP-80 desk-top copier also
has a convenient double cassette
paper supply system and fixed
copyboard — features usually
only found on full sized copiers.

In the 1980's, other copiers
will have features like this.

&

Jardine Marketing Services Ltd.

Showroom: The Canon Centre, 110 Prince's Building, Hong Kong. (Enquiries.Telephione, 5-7900011,EXT 3721)
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The most exciting economic event of the centiiry is

China’s drive to realise the Four Modermnisations. China
looks forward to receiving the right type of foreign
assistance in modernising its industry, opening up new
export markets. Western businessmen are looking
increasingly to China to develop new markets and
explore joint venture opportunities. For over a century
we have provided a link between the business worlds
of East and West — and now we are more active

than ever before.

partners
in
progress

— trade enquiries
— industrial advice

— joint venture introductions

THE HONGKONG GENERAL
CHAMBER OF COMMERCE

NINTH FLOOR, SWIRE HOUSE
PO BOX 852 HONG KONG
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<C. Jules Sabourin O,

i

GRAVES

“t! O GHAVS 3 onTRo

JULES SABOURIN & (1]

"LES SABOURIN & CIf

e — - —tm o, | A —

Only Jules Sabourin
offers you such a choice of quality wines.

Jules Sabourin has always been  wines, at a very palatable price. Rouge, Beaujolais (Burgundy) and
famous for offering a portfolio of If the occasion calls for a wine  Cotes du Rhone.
quality wines with outstanding that’s a bit more grand, then the The delicate Whites are just as
value for money. v Jules Sabourin range of fine, inviting— Graves, Premieres Cotes
It's a name to know and trust, traditional French wines is perfect. ~ de Bordeaux and Bourgogne Aligote

whatever kind of wine you enjoy. . These carry the coveted (Burgundy).

The Jules Sabourin French table  “Appellation Controlee”, which is Whichever wine you like, always
wines are already a popular choice  your guarantee of consistent high look for Jules Sabourin.on the label,
for everyday enjoyment. There’s a quality. The wide variety reads like  to be sure of satisfaction.
selection of six wines (3 Whites, 2 an honour roll of classic French Only Jules Sabourin can offer
Reds and a Rosé). Each embodies wine — Saint Emilion, Medoc, you such a choice of quality wines
the best characteristics of French Margaux (Bordeaux), Bourgogne in Hong Kong.

Jules Sabourin. Only the taste is expensive.
Caldbeck’s. Only the best.
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The Chartered Bank has more than

1,500 branches in over sixty countries.
So whatever your banking needs, we can help.

For today and tomorrow
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