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EDITORIAL 

Infrastructure - key to 
Hong Kong's future 

H
ong Kong has maintained its pre-eminent position as a 

trade and financial centre, and as the prime $ite in Asia 

for the location of the Regional Headquarters (RHQs) of interna­

tional companies partly because of its fine infrastructure. 

Whether it is telecommunications, international and regional 

air links, its port facilities, domestic transportation, or general 

public services, Hong Kong stands apart in the region in terms 

of the provision and operation of efficient infrastructural re­

sources. 

While there are other reasons for Hong Kong's regional pre­

eminence - its talented workforce, its low and stable tax struc­

ture, its role as the gateway to southern China - it is the valuable 

infrastructure that ultimately makes everything else work. 

As the Chamber said in its 1992 paper on Hong Kong - the 

Pre-eminent Centre in Asia for Regional Headquarters: 

"With its fine infrastructure, open economy, attractive tax 

system and developed financial markets, Hong Kong has proved 

to be a prime location for RHQs. 

"Hong Kong is recognised as having a first class infrastruc­

ture for international business, with a world class telecommuni­

cations and domestic and international transportation system. 

"It is fully committed to upgrading its international port and 

airport facilities (especially with the construction of the new air­

port and new container ports) and is continually developing and 

improving its internal transport system. 

"Its telecommunications system, domestic and international, 

is state-of-the-art by world standards. 

"A Hong Kong Government Industry Department study done 

in the same year found that 95 per cent of companies respond­

ing to its survey named transportation and telecommunications 

as the most important factor in its RHQ role." 

Given such views, it stands to reason therefore that Hong 

Kong must maintain, improve and expand its infrastructure if it 

is to retain its pre-eminent position as an Asian and international 

business and trading centre. 

Other centres in the region are not standing still in the im­

provement of their own infrastructure requirements; nor are they 

backward in throwing out the challenge to Hong Kong in a very 

public way. It is vital, therefore, that the territory's infrastructure 

planning and construction continues on track. 

Whether it is the further development and expansion of 

Hong Kong's port; the construction of the new Chek Lap Kok 

airport and its ancillary facilities, road and rail improvements or 

Hong Kong's communications facilities, it is vital that targets for 

development are met and
( 
if possible, surpassed. 

This has been Hong Kong's proud record in the past, and it 

must remain its record in the future. At stake could be the terri­

tory's leading regional position as a place to do business. 

It is for this reason that the Chamber has, in recent months, 

watched with concern as various key projects have been the tar­

gets for opposition resulting in unhelpful delays. 

The present difficulties in Sino-British relations have played a 

key role in determining the progress (or lack of it) on some pro­

jects, especially the airport and port development. 

To its credit, the Hong Kong Government has been able to 

ke�p the airport project moving ahead pending a better Sino­

British political climate and greater progress down the track. 

The Chamber, too, was pleased to see the positive results 

emerging from the recent meeting between the Chinese Foreign 

Minister, Mr Qian Qichen and his British counterpart, Mr Dou­

glas Hurd, especially the agreement with Beijing for the Central­

Wan Chai reclamation -an airport-related project - to proceed. 

Sometimes, however, the opposition is right here at home. 

Take the Western Harbour Crossing project for example. This 

major development - being undertaken by the private sector at 

considerable cost - has met with opposition over the proposed 

tolls and what constitutes a fair return to the building and operat­

ing consortium. 

No-one can argue that the risk takers - the builders and oper­

ators and their bankers - deserve a fair return on their invest­

ment Without such a return, the investment will not be made. 

Toll levels of our tunnels though have always been something 

of an emotive issue, and we can understand those charged with 

reviewing the Government's proposals seeking clarification of cer­

tain issues. At the same time, we would urge them to put things in 

the proper perspective and keep in mind the bigger picture. 

It should never be forgotten that to remain a dynamic econo­

my attractive to international business in an extremely competi­

tive environment, Hong Kong must have the best infrastructure 

in Asia - on time, within budget, and with appropriate returns on 

capital expended. 
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COVER/WUHAN 

The scale of the big business centre �;l£@17'1!!1iffifiti:t:i,c., 

First visit to 
Wuhan by 
the Chamber 
Funding infrastructural development at 
major industrial centre 

T
he Chamber has now established 
a good relationship with Wuhan 
municipality, says Anthony Rus­

sell, chairman of the China Committee 
who led the Chamber's first visit on July 
12-14.

Sixteen Chamber members and offi­
cials comprised the first Chamber delega­
tion to Wuhan. 

They asked about China's credit 
squeeze and found Wuhan officials still 
assessing its impact and what should be 
their infrastructural priorities. 

The Chamber delegation met two of 
the municipality's seven vice mayors; vis­
ited the Philips joint venture, Optical and 
Cable Co Ltd factory making fibre optics; 
went to the Wuhan Iron and Steel Corpo-

ration plant producing steel; and saw con­
struction at the site of Wuhan's new air­
port, which will enhance Wuhan's image 
and Wuhan's traditional role as China's 
central communications cross-roads. 

Anthony Russell, chairman, says the 
China Committee each year considers 
what Chinese cities it should visit besides 
its annual visit to Beijing. 

"We felt we have regular contact with 
places like Guangzhou and Shanghai. But 
we had never been to Wuhan. We felt it 
was probably overdue that the Chamber 
developed a closer relationship. 

"Also, a number of members of the 
Chamber hadn't been to Wuhan before 
and were very interested to have the op­
portunity to go there. 

"There were also a number of Cham­
ber members who had projects in Wuhan 
in the past who wanted to refresh them­
selves about the economic circumstances 
there. 

"I think overall one of the guiding 
forces in taking us to Wuhan was the 
growing recognition in Hong Kong that in 
the last few years Wuhan might have 
been slightly dwarfed in publicity by the 
coastal provinces and all the action there. 

"In fact historically Wuhan has always 
been one of China's major industrial cen­
tres. Probably, the third or fourth largest 
industrial centre after Shanghai, Beijing 
and Tianjin. And, as an industrial centre, 
closer to Hong Kong than even Shanghai, 
or shall we say, about the same distance 
from us. 

"Traditionally, it has been one of the 
big communications centres at the cross­
roads of China. It is on the Yangste so that 
people can get goods there very easily 
from the sea. It is also at the crossroads of 
the main railway system of China, going 
from north-south and east-west. 

"The Central Government has now ap­
parently given the green light for Wuhan 
to have more independence to develop 
faster. Over the. last year one or two direct 
flights have increased and Wuhan has be­
come more accessible. A number of 
Hong Kong investors have been talking 
about major investments there. 
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Anthony Russell, leader of the Chamber's delegation addresses the 
welcoming banquet hosted by the Municipal People's Government. 

The Yellow Crane Pagoda, a distinguishing landmark at Wuhan. 
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Would it be right to say the Three 
Gorges Project will ensure Wuhan has a 
more plentiful source of energy for indus­
trial projects? 

Anthony Russell: "I think for the very 
long term investor the Three Gorges Pro­
ject is important. The Three Gorges Pro­
ject will not just be supplying energy to 
Wuhan. It will be supplying energy to a 
lot of provinces. But probably it will not 
be completed unti I the next century.

"Another thing that perhaps has inter­
ested Hong Kong investors is the aware­
ness of a sort of Silicon Valley at Wuhan. 
They are trying to develop a high-tech 
area. The universities are turning out a 
number of science-based graduates. 

"Indeed we were taken to see the 
Philips joint venture fibre-optics plant. I 
think that helped to emphasise some of 
the high-tech work that is going on there." 

Wuhan used to have the distinction of 
being an international trading port capa­
ble of accommodating ocean-going ves­
sels 1,000 miles up the Yangtse. Is it still 
capable of this? 

Anthony Russell: I think the size of 
ocean-going vessels is rather bigger than 
it used to be. Wuhan is a feeder-port now 
rather than necessarily a port for vessels 
that sail direct from Wuhan to internation­
al markets. 

"A lot of things for Wuhan now would 
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Delegates at the Yangtse Optical Fibre and Cable Co Ltd. ft�llell:lUIU\:.::Ytlf;ffJI.IH�iil 

Below:Vice Mayor SunZhi Gang briefs the delegation on the Wuhan economic environment. 
��:�•��-��tt�•*�a��@���m� 

be brought to Sha11ghai and then tran­
sh i pped. That's not really a problem. 
Wuhan is just as accessible as it used to be. 

It has the advantage of its railway 
links, too? 

Anthony Russell: Yes, that's right. It is 
an excellent communications centre. 

I have heard that pigs slaughtered in 
Hong Kong come from as far away as 
Wuhan? 

Anthony Russell: That's true. Hubei 
and Hunan provinces particularly send a 
lot of pigs to Hong Kong. 

What was really accomplished from 
this trip? 

Anthony Russel I: "The Chamber has 

now established a good relationship with 
the municipality which can be useful in 
the future. A number of our delegation 
found it very useful in informing them­
selves about Wuhan investment condi­
tions and trading opportunities.A lot of 
them held individual meetings. 

"I think those who had not been there 
before were very impressed by the scale 
of Wuhan. They never realised before 
what a big business centre it is. They nev­
er realised the amount of investment that 
is already in that place. 

"We saw the Wuhan Iron and Steel 
Works which is massive. I would think it 
is one of the iron and steel showpieces in 
the country. I think they probably now 
produce their own power. There is a very 
big power plant alongside. 
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COVER STORY 

Vice mayor Chen 
Hua Fang (centre 
seated) attended the 
Chambner's return 
banquet. 

11,UHHilJm:fit(i:j:l��)Bl 

;lkl:H/R:;;t;:·tiq��Jf 

Below: Production 
line at the Wuhan 
Iron and Steel Co. 
"'Fil : itjJUliHl�'6J tiq 
�iHl 

Control tower at 
Wuhan's new 
airport. 
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"We were very well received at a se­
nior level. On the first day Vice Mayor 
Sun Zhi Gang hosted a reception dinner 
and we were able to have vice mayor Ms 
Chen Hua Fang as our guest at our return 
banquet on the second day of our stay. 

"The municipality expressed some dis­
appointment that we hadn't brought more 
people. They requested that the Chamber 
comes again on another date and said 
that they would like to see a very big del­
egation of say 1 00 people. 

"Some of our delegation went off to 
see Wuhan's new airport which it was 
said would be opened in a few months' 
time. That I think w'ill be very important to 
Wuhan. It will be able to take larger 
planes and more planes. It will be able to 
process arrivals and departures more effi­
ciently. 

"I think the airport is very important to 
Wuhan's image. Wuhan.'s image now is 
not helped by its airport. Nor is it helped 
by the quality of the hotels there. A lot of 
shops have new fronts and there's lots of 
neon I ighting and coloured I ighting at 
night which does help. There is a lot of 
I ife on the streets. The people are reason­
ably dressed and you get the feeling its is 
a prosperous town. 

"The infrastructure of the city is bad. 
They must build another bridge across 
the Yangtse. Road congestion is really a 
problem. It is going to get worse and 
worse over the next 18 months until the 
next bridge is ready. Without another 
main artery across the river they have a 
problem. 

You went there at a time when the 
Chinese economy has problems. Can you 
make some comment? 



Anthony Russell: "We inquired what 
the impact of the credit squeeze would be 
on Wuhan. They said there was a credit 
shortage and obviously that was going to 
present problems. 

"What was most important for them 
was to be able to allocate funds to what 
they regarded as priority infrastructural 
development. At this stage it wasn't clear 
what projects would be impacted by the 
credit squeeze arid where there would be 
delays. 

"I think they were still assessing the sit­
uation themselves. But they were con­
cerned about inflation and they wanted to 
see it come down. I think there were no 
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distinguishing characteristics for Wuhan 
compared with the rest of the country. 

The same cycle of boom and squeeze? 
Anthony Russel I: "Yes it is China's 

business cycle. They should have raised 
interest rates sooner than they did. There 
was a great debate in Beijing at the end of 
last year about the need to cool down the 
economy. The debate dragged on until 
the arguments to cool the economy be­
came overwhelming. 

"People interpreted Deng's arguments 
for more reform as being justification for 
having uncontrolled growth. They argued 
that ill-conceived investment was good ir-
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COVER STORY 

respective of how carefully every invest­
ment ought to be considered. A number 
of people argued that for every economic 
problem more growth and more reform 
was the solution. 

"While reform is essential when you 
are in a transitional phase between a cen­
trally-control led and a market economy, 
you are going to have some problems. 
They are now facing those problems. 

"You can o_nly contain the rate of infla­
tion when growth is at a level where the 
supply of goods matches demand and 
when at the s.ame time the upgrading of 
the infrastructure is rapid enough to ac­
commodate that level of growth." ■
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Underwrites all lines of general insurance including: 

* Fire Insurance

* Householder and Houseowner Insurance

* Contractors All Risk Insurance

* Employees' Compensation Insurance
* Marine Cargo Insurance

* General Third Party Insurance

* Theft Insurance

* Money Insurance

* Personal Accident/Travel Insurance

* Motor Insurance
45/Floor, Sun Hung Kai Centre, 

30 Harbour Road, Wanchai, Hong Kong. 
Tel: 827 8111 Fax: 827 0622 Telex: 72854 SHKPI HX
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DIARY DATES 

CHAMBER/PAA PRESENT 

BUSINESS OPPORTUNITIES AT 

CHEK LAP KOK 

WEDNESDAY, 15 SEPTEMBER 

It's the ultimate workshop in business 
opportunities for those planning 
strategic development in Hong Kong. 
Hong Kong's replacement airport is now 
taking shape at Chek Lap Kok with the 
formation of the site well under way. 
Subject to agreement on financial 
arrangements, the next construction 
contracts cou Id be awarded early 
next year. Today, detailed planning and 
preparation is also being done in regard 
to the creation of the airport business -
which will be large and diverse, 
offering a wealth of opportunities for 
private sector involvement. 
The Chamber and the Provisional 
Airport Authority join forces on 
Wednesday, 1 5 September to present 
a full morning seminar: PAA Chief 
Executive Officer, Dr Henry Townsend, 
will speak on the overall progress at the 
airport site while senior officials of the 
Authority will address the commercial 
strategy, licensing opportunities, terminal 
operations, consultancies and contracts. 
Chamber Chairman, Mr Paul MF 
Cheng, will deliver the opening 
address at the Workshop. 
If you have not already done so, please 
book now as venue seating is strictly 
limited. (HKGCC members $250 each, 
non-members $300.) 

Following the morning session, there 
will be a luncheon (on Level 6 of the 
Convention Centre) which will also 
provide great networking possibilities. 
And, each table will be "hosted" by a 
Provisional Airport Authority executive 
who can offer further information 
regarding the project. 
Luncheon seating is also limited; cost 
per person includes pre-meal drinks 
and table (house) wine; HKGCC 
members $350, non-members $400. 
All enquiries and reservations to 
Marina Wong at the Chamber, 
telephone 823 1 253 (fax 527 9843). 
Bookings for the workshop and 
luncheon will only be confirmed on 
receipt of payment, on a first-come, 
first-served basis. 
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Aug 10 

Aug 11 

Aug 16 

Aug 18 

Aug 18 

Aug 25 

Aug30 

Sept 1-8 

Sept9 

Sept9 

Sept 14 

Sept 15 

Sept 15 

Sept 19-29 

Sept 22 

Sept 22 

Sept 22-24 

Sept 24 

Sept 28 

Sept 28- Oct 2 

Oct 22-23 

5.00 pm CHAMBER: Small & Medium Enterprises Committee Meeting 

12.30 pm CHAMBER: ROUNDTABLE Industrial Series 10 : 
"Report on Reforms of the Hong Kong Patent System": 
Ella Cheong, Wilkinson & Grist 

12.30 pm CHAMBER: ROUNDTABLE "Modern Networks for 

Modern Business": Flora Tung, HK Telecom 

12.30 pm CHAMBER: Asia Committee Meeting 

4.00 pm CHAMBER: Environment Committee Meeting 

12.30 pm CHAMBER: ROUNDTABLE Industrial Series 9 :  

(repeat) "The Case of Nissho lawai - how HK Companies and their 
US customers can save on US Duties": Lawyer, Roy Ian Delbyck 

CHAMBER: US Congressional Staffers' visit to HK/Southern 

China (one week programme) 

CHAMBER: Mission to Far Eastern Russia 

11.00 am CHAMBER: China Committee Meeting 

4.00 pm CHAMBER: Human Resources Meeting 

4.30 pm CHAMBER: General Committee Meeting 

9.15 am CHAMBER/THE PROVISIONAL AIRPORT AUTHORITY: 
"BUSINESS OPPORTUNITIES AT CHEK LAP KOK" 
WORKSHOP (and optional Luncheon) 

HK Convention & Exhibition Centre 

12.30 pm CHAMBER: Arab & African Committee Meeting 

CHAMBER: Mission to Spain and Portugal 

8.45 am CHAMBER: SEMINAR and LUNCHEON: "Pearl River Delta; 
Opportunities and Problems", at Conrad Hotel 

11 .00 am CHAMBER: Europe Committee Meeting 

HKCSI: Ninth International Conference of Coalitions of 

Service Industries, Auckland 

2.00 pm CHAMBER: Visit to Motorola, at Taipo Industrial Estate (repeat) 

9.00 am CHAMBER: SEMINAR and LUNCHEON: "Textile & Garment 
Technology; Keeping your Hong Kong Business Competitive", 

Conrad Hotel 

CHAMBER: Investment Study Mission to Tunisia 

CHAMBER/TDC: 23 rd International Motexha Fair, Dubai 



INDUSTRIAL AND CORPORATE 
AFFAIRS DIVISION 

HIGHLIGHTS 
The Division was busy in outgoing activi­
ties this month : 

• A 40-member Chamber mission,
mainly small and medium companies, 
visited the Pearl River Delta on 14-1 7 
June. 

• A group of 20 members visited the
Castle Peak Power Station on 23 June. 

• A group of 1 3 members visited Mo­
torola HK Ltd on 9 July. 

The visits were meant to provide busi­
ness _networking opportunity amongst 
participants and information of either an 
industry or a region. 

Membership stood at 3,576 on 15 July, 
a record high. 

COMMITTEES 

Environment Committee 
The Committee met on 28 June. Issues 
considered included lobbying the govern­
ment on the charging system for sewage 
disposal; reviewing the revised Environ­
ment White Paper 1993; vehicle emission 
and solid waste landfill management. A 
video presentation with refreshment was 
organised after the Committee meeting. 

Human Resources Committee 
The Committee met on 2 July. The final 
draft of Aids & The Workplace brochure 
was distributed to members for com­
ments. The meeting also considered the 
labour issues on the removal of the 12 
months' wage ceiling on severance pay­
ment & long service payment under the 
Employment Ordinance, and the maxi­
mum level of compensation under the 
Employees' Compensation Ordinance. 

Small &- Medium Enterprises Committee 
The Committee met on 22 June and 14 
July. It was decided that a definition on 
small and medium enterprises should be 
included in the terms of reference. The 
Committee also decided to organise two 
series of luncheons on "How to use your 
banks effectively" and "How much is 
your business worth" in August and 
September respectively. A Committee 
newsletter will be issued shortly and a 
seminar on doing business in the Pearl 

THE 

CHAMBER 

IN 

ACTION 

Brigadier Ian Christie Reports 

River Delta will be organised on 22 
September. 

EVENTS 
• The Small & Medium Enterprises Com­
mittee mission to the Pearl River Delta
was organised on 14-17 June. The mis­
sion covered Changping, Dongguan,
Guangzhou, Huaxian, Nanhai and Panyu
and attracted a record number of 40 dele­
gates to participate. A seminar on retail­
ing in Southern China was organised for
the mission by the HKTDC in Guangzhou
during the visit.

• A group of senior government offi­
cials came to brief members on the "Ra­
tionalisation of the Textiles Licensing Ar-
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The Chilean visitors with CL Kung. tr*1in\1!1Qlllfift�fl 

Chairman 

from Chile 

Cantos Eugenio Jorq.uiera, president of 
the Chamber of Commerce in Santiago, 
Chile, led a delegation of three that 
visited the Chamber on 23 June. They 
were received by C L Kung, chairman 
of the Americas Committee and 
Chamber staff. The purpose of the visit 
was to establish potential business 
contact. 
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The Nissho 

lwai case 

American lawyer Roy Ian Delbyck outlined 
at a Chamber Roundtable luncheon on 30 
June the recent decision in the US Court of 
Appeals for the Federal Circuit (USCAFC) in 
the case of the Nissho lwai American
Corporation versus the United States. Roy 
Delbyck, explaining the signiftcance of the 
case, said, on valuation, the decision should 
result in savings of hundreds of millions of 
dollars in US Customs duties to Hong Kong 
exporters and their US customers. 
In the Nissho lwai case, a Japanese 
manufacturer s,old several hundred subway 
cars to a Japanese middleman (trading 
company) which in turn sold the subway 
cars to the Metropolitan Transportation 
Authority of New York. The question before 
the USCAFC was whether the transaction 
value (dutiable value) of the subway cars 
should be based on the Japanese 
manufacturer's sales price (the position 
of the importer) or the Japanese 
middleman's sales price (the position of 
the US Customs Service). 
Roy Delbyck explained under US law, the 
primary basis for valuation is transaction 
value. Transaction value is defined in 
principal pa-rt as the price paid or payable 
for the imported merchandise when sold for 
exportation to the United States. 
Prior to the decision in the Nissho lwai 
case, the US Customs Service had ruled that 
transaction value is a typical three-tier 
distribution arrangement (foreign 
manufacturer, foreign middleman and US 
purchaser) and was based on the price 
charged by the foreign middleman on the 
grounds that the sale by the foreign 
middleman was the one which most di,rectly 
caused the merchandise to be exported to 
the US. The position of the US Customs 
Service w-as upheld by the trial court (US 
Court of International Trade) which in a 
decision issued in February 1992 found that 
transaction value was based on the Japanese 
middleman's sales price. 
On appeal, the USCAFC reversed the trial 
court and found the transaction value was 
based instead on the Japanese 
manufacturer's sales price. The USCAFC 
rejected the US Customs Service's test of 
"which sale most directly caused the 
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Roy Delbyck explains the signifi.cant case. ll�M•ai�*ffa<J:t.ft 

exportation." In quite sweeping language, 
the USCAF articulated a new and dear 
standard: Where the sales price charged by 
the foreign manufacturer and the sales 
price charged by the foreign middleman are 
acceptable transaction values, transaction 
value is constituted by the foreign 
manufacturer's sales price •. 
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rangements and Replacement of the Tran­
shipment Cargo Exemption Scheme" at a 
R/f luncheon on 16 June. 17 members 
attended the event. 

• A cockta i I reception hosted by
the Chairman of the Membership Com­
mittee for prospective new members was 
held on 17 June. The guests were invit­
ed from the "Yes" replies of 1992 recruit­
ment mailing. 42 guests attended the 
event. 

• Twenty members attended a New
Members' Briefing, in English, on 22 
June. 

• Dr Richard Jack and Mr Keith Stott
of the China Light & Power hosted a lun­
cheon for a group of 20 members at the 
Castle Peak Power Station on 23 June. 

• Mr Roy Delbyck addressed mem­
bers on the "Case of Nissho lwai: How 

· Hong Kong and their US Customers could
save on US duties" at a Round Table lun­
cheon on 30 June. The event was attend­
ed by 35 members. A repeat will be or­
ganised for 18 August.

• Mr T O Lee spoke on the topic of
"How L/C Discrepancies Occur" at a
Round Table luncheon to 40 members on
5 July.�The event was repeated on 13 July
to 36 members.

• Dr Nicholas Miles, the Director of
Gilmore Hankey Kirkeltd, talked about
the recently released report on Govern­
ment's Support to Industry on Environ­
mental Matters on 7 July. Nineteen mem­
bers participated.

• A visit to Motorola HK Ltd on 9...,July
attracted 1 3 members. They were met by
Mr. Stephen Ng, Directo.r of Business De­
velopment, and Mr H K Leung, Director
of Quality Assurance . Members were
greatly impressed by the management
system of the company and its high tech
production facilities. A repeat will be or­
ganised for 24 September.

• The additional Professional Sales
Training courses completed successfully
and many participants are already making
enquiries for the upcoming Advanced
courses.

INTERNATIONAL AFFAIRS DIVISION 

COMMITTEES 

America� Committee 

A small delegation from Chile, led by Mr 
Carlos Eugenio Jorquiera, President of the 
Chamber of Commerce of Santiago,· visit­
ed the Chamber on 23 June. They were 
received by Mr C L Kung, Chairman of 
the Americas Committee, and Chamber 
staff. The objective of their visit was to es­
tablish potential business contact with the 
Chamber. 

A group of 19 government officials 
and businessmen from the Argentine 

From left: Colin Wyss and Dr Tolnay. it:� : •� , if:11Utlt1'1'± 

Hungarian 
Chamber 
Dr Lajos Tolnay, chairman of the 
Hungarian Chamber of Commerce, paid a 
visit to the Chamber on 25,May. Colin 
Wyss, vice chairman of the European Area 
Committee, was in the chair, Dr Tolnay 
was in Hong Kong ahead of a delegation 
from his Chamber, visiting China and 
Nepal. 
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Shanghai 
Vice Mayor 
Chamber Chairman, Paul M F Cheng, and 
several of the Chamber's China Committee 
members received on 17 June a 10-member 
delegation from Shanghai led by Vice Mayor, 
Sha Lin. Chamber members djscussed with 
the Shanghai delegation the current 
economic development in Shanghai and the 
affect of RMB devaluation. 

Province of Mendoza, led by Mr Rodolfo 
Gabrielli , Governor of Mendoza, met 
with some 1 8 Chamber members on 29 
June. Useful business contacts were es­
tablished between the two groups. 

Asia Committee 

A joint meeting of the South and North­
East Asia Committees was held on 21. 
June to consider, among other things, the 
proposal for a merger between the two 
Committees. The resolution to combine 
the Committees was passed by members 
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From left: 
Shanghai Vice 
Mayor Sha 
Lin and 
Chamber 
chairman 
Paul MF 
Cheng. 
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and Mr S L Chellaram was elected Com­
mittee Chairman, with Dr_ Eric Yeung_an_d 
Mr Andrew Yuen as Vice Chairmen. 

A circular was issued on 25 June to in­
vite members' participation in the pro­
posed Chamber Mission to the Russian 
Far East. The mission will visit the cities 
of Vladivostok and Khabarovsk from 1-8 
September. 

China Committee 

During the month, the Chamber received 
two delegations 
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New Members 

The Director, Brig Ian Christie, and his 
assistant directors briefed on 17 June new 
Chamber members on the organisation of 
the Chamber and what it could do for 
them. It was one of the Chamber's regular 
new member briefings, this time in English. 

Cocktails 

A cocktail reception for prospective new 
members was also held on 17 June as part 
of a follow-up programmi: for a mailing 
campaign to recruit new Chamber 
members. It resulted in two additional 
applications to 44 received before the 
event and a further four after the event. 

• A 1 0-member delegation led by Mr
Sha Lin, Vice Mayor of Shanghai, on 17 
June. 

• A seven-member delegation led by
Mr Jia Zhi Jie, the Governor of Hubei 
province on 1 July. 

Led by the Chairman of the China 
Committee, Mr Anthony Russell, a Cham­
ber study mission visited Wuhan from 12-
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Simon 
KY Lee, 
a general 
committee 
member, 
addresses 
those who 
attended. 
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14 July. The purpose of the visit was to 
study the current economic situation and 
investment environment ,n the Hubei 
province and to establish high level con­
tacts in both government and business or­
ganisations. 

The China Committee met on 29 June. 
and discussed some Committee activities, 
including proposed missions to 
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The 
workshop 
moderator 
and 
speakers. 
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Russian 
executives 
A group of Russian executives visited the 
Chamber of S July on an orientation tour of 
Hong Kong and Ma-cau. T he visit was 
arranged under the aegis of the Moscow 
International Training Centre, an 
organisation engaged in the training and 
further education of Managers from the 
Commonwealth of Independent States. 
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The visiting managers of the Commonwealth of 
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Fritz Pleitgen, 
chairman of the 
Chamber's European 
Area Committee, chairs 
the meeting with the 
Russian executives. 
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Taiwan 
Workshop 
About 70 members attended the Chamber's 
Taiwan Trade and Investment Workshop on 
23 June. J P Lee, chairman of the Lippo 
Group and Vice Chairman of the Hong 
Kong/Taipei Business Cooperation 
Committee, was the moderator and speakers 
included Martin Huang, Yen Kuo Rue and Ms 
Reechin Lo from Far East Trade Services. 
Discussion was about investment 
opportunities and import/export policies and 
barriers. 
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Guangzhou and Shanghai to be held in 
the latter part of this year. 

Europe Committee 
A meeting was held on 30 June, during 
which a review was made on plans f

o

r a 
visit to Spain and Portugal in September. 
It was decided that the trip be deferred 
until March 1994. 

Visitors for the month included 
• Mr Herve Bodez and Ms Julia

Lemee from Marsei !le-Provence Promo­
tion, France, on 21 June. 

• Mrs Terry Evans from the British
Department of Trade and Industry on 
29 June. 

• Mr Ephraim Aviram and Ms Winkie
Lui of the Israeli Consulate General on 
l July.

• A Russian delegation from the
Moscow International Training Centre on 
5 July. 

Pan-Africa Committee 
A Committee meeting was held on 2 July, 
at which Mrs Christine Wong was elected 
as Chairman and Mr Neville Shroff and 
Mr M D Veer as Vice-Chairmen. Mem­
bers also proposed to rename the Com­
mittee as •"Arab and African Committee", 
subj�ct to endorsement of the General 
Committee. 

Having received confirmation of spon­
sorship from the Industrial Promotion 
Agency of Tunisia, the Chamber com­
menced the recruitment of participants to 
join the mission to Tunisia to be held in 
late September. The objectives of the visit 
were to explore business opportunities in 
the region and to establish initial contacts 
with the government and local business 
community, 

The Chamber received on 12 July a 
12-member delegation led by Mr C M
Ushewokunze, the Minister of Industry
and Commerce of Zimbabwe. The Minis­
ter briefed members on the investment
environment in Zimbabwe and business
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Zimbabwe 

Minister 

The Chamber received a delegation from 
Zimbabwe on 12 July led by C M
Ushewokunze, Minister of Industry and 
Commerce. The Minister briefed Chamber 
members on his Government's incentives for 
foreign investment. Manohar Chugh, a 
member of the Chamber's general 
committee, was in the chair. 
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The meeting with the 
Zimbabwe delegation. 
$tE:ftiafc«■ 

The Zimbabwe 
Minister and Manohar 
Chugh ex.change 
souvenirs. 
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From left: Fung Hing Wang, Stanley Ko and Dr W K Chan, Assistant Director of the Chamber's 
services division. 
��=�ft�,�--,*•��-ff��----•�± 

Container 
statistics 
The HKCSI discussed on 2 July ways of 
improving the collection and presentation 
of statistics on shipping containers passing 
through Hong Kong. Statistics are now 
available on the total number of containers 
loaded and discharged in Hong Kong's port. 
The HKCSI has highlighted the importance 
of further classifying container throughput 
figures by country/port of loading, 
discharging, origin and destination. 
Stanley Ko, chairman the HKCSl's 
Transport/Distribution Committee, chaired 
the meeting. Government representatives 
included Assistant Commissioner for 
Census and Statistics, Fung Hing Wang, 
John Lambourn from the Marine 
Department and Eva Tsui of the 
Port Development Board's secretariat. 

Visitors from 
Argentina 
Rodolfo Gabrielli, Governor of the 
Argentine province of Mendoza, led 19 
government officials and businessmen on 
a visit to the Chamber on 29 June. They 
were received by C L Kung, chairman 
of the Americas Committee and 18 
Chamber members and staff. 
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Governor Gabrielli (standing). 
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incentives for foreign investors. 

Shipping Committee 
A meeting was held oh 29 June between 
Shipping Committee members and repre­
sentatives from the Trade Department to 
discuss the new Textiles Traders Registra­
tion Scheme which takes effect on 1 July. 

Hong Kong International 
Mr Paul Cheng, Chairman of HKI, and a 
few HKI Ambassadors received Mr John 
Dully, Assistant Secretary General, De­
partment of Trade and Tourism of the 
Irish Republican Government, on 16 
June. Mr Dully was briefed on the cur­
rent political and economic develop­
ment in Hong Kong and its relationship 
with China. 

A 12-member delegation from the Na­
tional Council of World Affairs Organisa­
tions, led by Ms Charlotte Kennedy, Exec­
utive Director of the World Affairs Coun­
cil of Oregon, USA, visited the Chamber 
on 2 July, after their trip to China. Useful 
views were exchanged on political and 
economic issues affecting Hong Kong at 
the present time and after 1997. 

The Joint Associations' Working Group 
comprising representatives of seven lead­
ing trade/industry organisations including 
the Chamber, held a meeting on 7 July to 
discuss detailed programme for the next 
visit of the US Congressional staffers, 
which is due to take place from 30 August 
to 6 September. It is expected that about 
12-18 staffers will be able to join the tour.
As in the previous visit, the Hong Kong
Government Office in Washington will
assist in recruiting staffers to participate in
the programme.

Hong Kong Taipei Business 
Cooperation Committee 
Sponsored by Far East Trade Service Inc, 



the HKTBCC organised a "Taiwan Trade 
and Investment Workshop" on 23 June. 
The Vice Chairman of the HKTBCC, Mr J 
P Lee chaired the Workshop Session. Se­
nior representatives from Taiwan were in­
vited to address issues on import regula­
tions, tariffs, economic and investment 
environment in Taiwan. Over 70 mem­
bers and non-members attended the func­
tion. 

Pacific Basin Economic Council 
The Hong Kong Committee and the 
Chamber jointly extended an invitation to 
Mr Luis Bravo Aguilera, Vice President of 
Consultores lnternacionals and the former 
Mexican Representative to the GATT, to 
visit Hong Kong from 6 to 10 June and to 
give advice on how to appeal against the 
imposition of anti-dump,ing tariffs by 
Mexican authorities on products of China 
origin. More than 42 members and non­
members attended a consultation meeting 
on 8 June. 

Assistance was given to PBEC Special 
Committee on Foreign Direct Investment 
in completing the detailed questionnaire 
on legal and tax considerations affecting 
foreign direct investments. 

LOCAL AFFAIRS AND ECONOMICS 
DIVISION 
The Division was extremely active during 
the month issuing two advisory notices to 
members: 

• on the potential effects of the depre­
ciation of the Chinese Yuan in early June; 

• on the possible impact on China
and Hong Kong of an imminent slow 
down in the Mainland economy. 

The Chief Economist began work on 
the Chamber's proposed submission on 
the 1994-95 Government Budget as well 
as continuing work on several other pro­
jecK He also delivered several speeches 
during the month to local and visiting 
groups and completed a number of media 
interviews, including journalists from the 
UK, the US and Asia. 

There were-no meetings of Local Af­
fairs and Economics Division Committees 
during the month. 

SERVICE INDUSTRIES DIVISION 

HONG KONG COALITION OF SERVICE 
INDUSTRIES 
The Coalition's representational role is 
highlighted in the following activities : 

• A paper on the CSI response to Chi­
na's revised GATS offer list was submitted 
to the Trade Department on 18 June. The 
paper covers the Coalition's comments on 
financial services sectors, i.e. banking and 
insurance. 

• A position paper in response to the

Alex Loo and Charlotte in Sydney. /iltt;{! , J!l1f�ffi1iU!5ffl�IE 

Sydney 
Convention 
Alex Loo of American Launderland Holdings 
and Ms Charlotte Chow, manager of the 
Hong Kong Franchise Association flew to 
Sydney for the First Pacific Franchise 
Convention between 20-21 June. There were 
180 participants, mainly from Australia and 
New Zealand. In Australia, Ms Chow reports, 
franchising is growing at more than 12 % a 
year. There are about 25,000 franchise 
families employing 200,000 people. About 
22% of all merchandise sales are through 
franchised outlets and this is expected to rise 
to 30% by the turn of the century. Franchised 
outlets in Australia have a combined turnover 
exceeding Aust$32 billion. Franchises have a 
good track record. Franchisees operating 
outlets have more than 2.5 times the survival 
rate of non-franchised small businesses. 
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Charlotte Chow with Bryce Bell, executive director of the Franchise Association of Australia 
and New Zealand. 
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consultative document on the Railway 
Development Study was submitted to the 
Government on 23 June. A press release 
was issued on the same day. 

• On 28 June, the Data Protection
Working Group met to consider the CSl's 
response to the consultative paper on data 
protection legislation, published by the 
Privacy Subcommittee of the Law Reform 
Commission. A position paper is now be­
ing prepared. 

• On 28 June, the Information Ser­
vices Committee met with Mr Anthony 
Wong, then Assistant Postmaster General 
and now Senior Assistant Director of the 
newly-established Office of the Telecom­
munications t\uthority (OFTA), to discuss 
the final consultancy report on the num­
bering plan for telecommunications. The 
Coalition's comments on the report were 
sent to the OFTAon 12 July. 

Other activities included : 
• On 16 June, the Executive Commit­

tee met to consider progress of the 
Uruguay Round and CSI Committees. 

• On 3 July, an informal meeting was
held between members of the shipping 
industry, the Census & Statistics Depart­
ment, the Marine Depa'rtment, and the 
Port Development Board, to discuss 
means of improving statistics on container 
throughputs. 

• Beginning from its June 28 edition,
the HKCSl's Consumer Services Price In­
dex (CSPI) report now contains also the 
CSPI for high-expenditure households, 
corresponding to the Hang Seng Con­
sumer Price Index, in addition to the 
CSPl(A) and CSPl(B) which represent that 
of low and medium expenditure groups. 

HONG KONG FRANCHISE 

ASSOCIATION 

HKFA Manager, Charlotte Chow, and Mr 
Alex Loo of American Launderland Hold­
ings Ltd attended the First Asia Pacific 
Franchise Convention in Sydney on 20-23 
June. The Convention was opened by 
Senator The Hon Chris Schacht, Minister 
for Science and Small Business of Aus­
tralia. Dr Marcus Etpl-is, Director, Privati­
sation Programme Task Force, Depart­
ment of Prime Minister & Cabinet, spoke 
at a luncheon during the Convention. 
The Convention was well organised with 
over 180 participants, mainly from Aus­
tralia and New Zealand. Local as well as 
overseas speakers were invited to address 
legal and taxation issues as well as share 
their experience in franchising. 

The HKFA Committee met on 7 July 
to discuss the HKFA's future plan and 
services. It was agreed, among other 
things, that a directory should be pub­
lished, and that another conference on 
franchising should be organised in China 
next year. ■
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Governor Jia Zhi Jie and Anthony Russell, chairman of the Chamber's China Committee, who 
chaired the meeting. 
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The meeting •••ff� 

Hubei 

Governor 

Jia Zhi Jie, Governor of Hubei Province, led 
a six-member delegation to the Chamber on 
1 July. He briefed Chamber members on 
current economic developments in Hubei 
and Wuhan municipality on the Yangtze 
River, which is a heavy industry base and 
transport hub for middle China. 
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Good citizen awards 

A
piper from the Po­
l ice Band, after the 
band's half hour per­

formance, led the officiating 
guests to the stage on the 
main concourse of the 
Ocean Terminal for another 
Good Citzen Awards Pre­
sentation Ceremony on July 
2. The officiating guests
were Assistant Police Com­
missioner Peter Lee Lam­
chuen, Chamber Director
Brig Ian Christie and Fight
Crime Committee member
and Legislative Councillor, 
Rosalina Wong. The 39 re­
cipients received c ash
awards worth HKD117,000
from the Fund donated by
Chamber members. The re­
cipients received their
awards for helping police in 
cases of arson, burglary,
robbery. reckless driving
causing death, drugs, as­
sault, bomb hoax and black­
mail, etc. ■

The police piper leads the officiating guests to the stage. 

Brig Christie presents the Good Citzens Award to one of three women among the 39 recipients. 
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7th Chamber mission 
Hong Kong is now leading investor ahead of Taiwan and France 

T 
h_e Ch_amber sent its _seventh mis­
sion since 1989 to Vietnam on 7-
16 June as speculation grew that 

the U nited States would totally lift its 
trade embargo in September, s ince 
scotched in Singapore by US Secretary of 
State, Warren Christopher. 

It was the first time a Chamber mission 
to Vietnam and Cambodia included the 
port trading city of Danang in the centre 
of the Vietnam coast. It was led by Shady 
Chow, general manager of Swire Pacific 
Ltd, trading division. And, it was the first 
time anyone reported that Hong Kong 
had become the leading investor in the 
country, ahead of Taiwan and France. 

Eight Chamber members went on the 
Chamber's seventh business mission. 

Afterwards, one of the delegates, Lewis 
Lau, senior marketing executive of 
Oceancrete Limited, wrote to the Direc­
tor, Brig Ian Christie, expressing thanks to 
the Chamber, especially Simon Ngan 
(who managed the mission), for a "won­
derful job done in arranging the various 
visits and meetings forme." 

Lewis Lau said: "I was able to acquire 
a lot of important information and my trip 
was a total success. T his was possible be­
cause of the superb work by Simon." 

Simon, who confesses an enthusiastic 
personal interest in Indochina and is a 
veteran in terms of Indochina visits, wrote 
a detailed 12-page report on the business 
mission and took with his own camera 
the photographs that illustrate this article. 
Excerpts: 

Hanoi 
On arrival in Hanoi the HKGCC business 
mission was received by Mdm Pham Chi 
Lan, Secretary General of the Vietnam 
Chamber of Commerce and Industry 
(VCCI) and officials of its international re­
lations department. 

Simon Ngan says the VCCI is a non­
government organisation with branches in 
Ho Chi Minh City, Danang, Vung Tau and 
Haiphong and oversea offices in Tokyo, 
Bangkok, Singapore and in Germany. It 
has 7000 companies voluntarily regis­
tered as members and its functions are to 
promote and protect trade and represent 
the interests of its members. It handled 
4,600 overseas incoming missions in 
1992. 

Simon Ngan says in his report Vietnam 
has no restrictions on expatriates brought 
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in to do business. Overseas applicants for 
representatives offices have to trade with 
Vietnam for two years or do trade worth a 
cumulative value of USD2 million. T he 
Central Covernment gives preferential 
treatment to investments directed at the 
North and at the Central regions of Viet­
nam. Incentives in-
clude lower land 
rentals, labour costs 
and taxes. 

• T he business
mission next visited 
the offices in Hanoi 
of the State Commit­
tee for Cooperation 
and Investment 
(SCCI) which is the 
licence issuing body 
for ,investment pro­
fects. It was received 
by Dr Pham Gia 
Tuan, deputy direc­
tor of the Investment 
Transaction Centre. 

Simon Ngan says the former practice 
of levying taxes on 14 different invest­
ment categories has been narrowed to 
four. Normal tax rate for profits is 25%. 
Rates of 10%, 15% and 10% are levied 
according to the priority given to the in­
vestment. It can vary including to corn-

Simon Ngan's re­
port notes that in­
vestment regulations 
have been changed 
twice in 1990 and 
1992 since econom­
ic reforms were in­
troduced. The pro­
ject life of an invest­
ment has been ex­
tended from 20 years 
to 50 years with a 
ceiling of 70 years. 

Doan Ngoc Dau, director of the Foreign Economic Relations 
department of Quangnam-Danang Province briefs the Chamber 
delegation. 
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Group photograph 
with Dr Vu Ngoc 
Xuan, Director of the 
Industrial Department. 
of the State Planning 
Committee in Hanoi. 
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R•IJUll�f.E Vu Ngoc 
Xuan*ffi 

plete �xemption. Corporate taxes may be 
refunded where profits are reinvested for 
more tha·n three years. Manufacturing 
equipment and raw materi.als imported 
are tax-exempted. 

• At the Ministry of Trade in Hanoi the
business mission was received by Kim 
That Thang, director of the Hong Kong 
and Taiwan office. The Ministry now 
deals with foreign and domestic trade but 
not tourism. 

The Ministry regulates imports and 
exports including publication of tariffs. 
It grants licences for setting up representa­
tive offices. It is drafting legislation for Ex­
port Processing Zones (EPZs). Imports for 
joint ventures and investment projects are 
given priority. 

• The HKGCC business mission called
on the State Planning Committee in Hanoi 
and was briefed qy Dr Vu Ngoc Xuan, Di­
rector of the Industrial Department. 

Simon Ngan reports prior to 1989 
local industries enjoyed protection. The 
Government still maintains protectionist 
measures for certain industries and im­
poses high duties on complete/finished 
products, such as imported television sets 
(200%). 

There is no governmenmt intervention 
with the pricing process. Equilibrium in 
the balance of trade was first attained in 
1992. 

Vietnam now is a net exporter of rice 
and this is ranked as a major economic 
achievement. The authorities· are now tar­
getting 1.8 million tonnes of rice for export. 

The main policy objectives in promul­
gation of legislation are to create jobs, 
lower imports and increase exports, con­
trol smuggling and unnecessary spending 

VIETNAM 

Dinner hosted 
by Mdm Pham 
Chi Lan, 
secretary 
general of the 
Vietnam 
Chamber of 
Commerce in 
Hanoi. 
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Below: Meeting with officials of the Vietnam Chamber of Commerce and Industry in Hanoi. 
From left: Nguyen Duy Le, Mdm Ho Thi Huong and Mdm Nguyen Thi Dung. 
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Visit to Danatronics, Danarig. eiJ!�iilY-J Danatronics 

and maintain inflation at below 10%. 
Simon Ngan says Vietnam wishes to 

attract official development aid from 
Japan, Taiwan and_ South Korea to up­
grade its port and airport facilities in 
Haiphong, Danang and Ho Chi Minh 
City. Feasability studie� are being under­
taken by an United Nations agency for 
the construction of a highway between 

Visit to 
Seafoodex 
processing plant 
in Danang. 
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Below: Vimex 
garment factory 
in Danang 
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Hanoi and Ho Chi Minh City, for national 
telecommunications developments and 
for water supply developments. 

He reports there are a� for 
the construction of a hydroelectric power 
station at Hoa Binh to supply much­
needed electricity to the South. 

There are no·oil refining facilities in 
Vietnam. The Government has been 



advised by foreign organisations not to 
build such facilities are there are more 
than sufficient refineries in the region. 
Vietnam thus exports crude oil and im­
ports the refined products. The Govern­
ment controls 60% of the supply of oil. 
The rest is left to the private sector. 

Danang 
The HKGCC business mission moved to 
Danang on 10 June. It was met by Dong 
Van Tien, Director of the Danang branch 
of the Vietnam Chamber of Commerce 
and Industry. 

The city of 500,000, surrounded by 11 
provinces and a population of 10 million, 
is a trade centre for sea and agricultural 
products. Goods manufactured for export 
include garments, carpets, leather shoes, 
plastic consumer items and mechanical 
goods as well as fine arts and handicrafts. 
It also exports granite, marble, stone 
screenings and high grade silicon sand for 

Confechmex 
factory, Danang. 

d!ll�l¥-J Confechmex 
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the production of glass. 
A Malaysian company has signed a 

contract to develop an EPZ in the An 
Dong area of Danang and a licence is ex­
pected to be issued in September. The An 
Dong EPZ will be ready in early 1994. 
Other EPZs are being considered. 

Simon Ngan says the Danang Provin­
cial Government also plans to develop 
tourism along the coastline embracing the 
resort cities of Hue, the ancient Viet­
namese capital, Danang, Hoi An, Dalat 
and Nha Trang. 

He says in the industrial zone known 
as Hoa Khanh, Danang has its own steel 
mill, a fertiliser plant, and a cement facto­
ry. Four textile mills are in Danang, plus a 
number of electronics and garment facto­
ries. There are 5-6 representative offices 
with temporary licences. Full licences are 
expected in about six months. Sixteen li­
cences have been issued for 12 joint ven­
tures and four wholly-owned projects in 

Dinner with Danang branch of the Vietnam Chamber of Commerce and Industry. 
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At the Investment Transaction Centre of the State Committee for Cooperation and Investment 
in Hanoi. Meeting with Dr Pham Gia Toan (centre). 
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mining, furniture and shipping containers 
production, textiles, ship-breaking and 
fish culture. 

Danang is the port for land-locked 
Laos and north-east Thailand. 

• The HKGCC business mission
called on the Foreign Economic Relations 
Department, which reports to the State 
Committee for Cooperation and Invest­
ment in Hanoi. Its Director, Doan Ngoc 
Dau, says the Department is responsible 
for foreign investment in the Quannam­
Danang province. He is looking for pro­
cessing industries and tourist-related busi­
nesses, steel and glass enterprises involv­
ing technological transfers and electronic 
assembly plants. 

Simon Ngan says three-quarters of the 
province is devoted to agriculture and tra­
ditional exports include birds' nests, cin­
namon and raw silk. He reports 800 
Japanese sewing machines have been ly­
ing idle since the former USSR ceased to 

be Vietnam's major trading partner. 
A Hong Kong company has a licence 

to invest in a fish culture project. The 
company is buying frozen marine prod­
ucts for export to Hong Kong. Danang ex­
ports about 50,000 tonnes of marine 
products each year. But Doan Ngoc Dau 
says the amount processed for export is 
limited by available shipping and refriger­
ation. He wants to see expansion. 

The seaport accomodates ships up to 
50,000 dwt. Average depth is 50 metres at 
five piers, including facilities for loading 
and discharging oil. 

The cost of unskilled labour is USD30 
a month under local legislation compared 
with USD35 in Hanoi and Ho Chin Minh 
City. Rents are said to vary from USD1 -12 
a square metre according to location and 
type of investment. Between 2-4 year tax 
holidays are granted investors depending 
on the industry. 

Total investment in Danang is estimat-



ed at USD72 million. Per capita income is 
about USD300 a year, higher than the av­
erage in Hanoi and Ho Chi Minh City. 

• T he HKGCCbusiness mission was
taken on a number of factory visits to 
Danatronics, making TV sets and cassette 
players; Confictimix, producing fabrics; 
Vimex, with South Korean interests pro­
ducing garments; Seafoodex, with 80% of 
its output exported to Japan and the bal­
ance to Hong Kong, Singapore, Australia 
and Western Europe; Danang Plastic Fac­
tory, largest in Vietnam making plastic 
consumer goods and packaging; and, 
Danang Steel Mill, producing steel rods 
for construction. 

Ho Chi Minh City 
The Chamber business mission moved to 
Ho Chi Minh City on 14 June and was 
welcomed by Mdm Ho Thi Huong, Di­
rector General of the VCCI international 
relations department and other officials. 

Simon Ngan reports there are about 90 
Hong Kong investment projects in the 
City, an estimated 300 foreign registered 
representative offices and an additional 
100 without a licence. Hong Kong invest­
ments are mostly small-medium size in 
the hotel trade, plastics, food-processing 
and garments/textiles. 

He says the cost of living is about 50% 
higher than other parts of Vietnam. But 
Ho Chi Minh City accounts for 40% of 
the country's total trade. Major monthly 
costs of setting up an office are 
USD2,000-6000 for office rental, 
USD350-600 for a secretary and USD600 
for a local manager. 

Blackouts are frequent in the dry sea­
son and electricity rationed on a rotating 
basis in blackout areas. As a result most 
operations in the City have their own gen­
erating sets, says Simon Ngan. The prob­
lems of electricity supply do not exist in 
EPZs because they are equipped with 
their own generating systems. 

• The business mission went to see
the Bank o(Foreign Trade (Vietcombank) 
in Ho Chi Minh City and was briefed by 
Vo Phung Thao, deputy director. It also 
met Pham Chanh True, vice chairman of 
the People's Committee. 

Simon Nga·n reports Vietnam's major 
problems include poor infrastructure and 
high unemployment. Unemployed are es­
timated at 300,000 in an urban popula­
tion of 4.5 million of whom 1.9 million 
are of working age. 

He says about 250 licences have been 
issued to foreign investors, of which 16% 
are wholly-owned enterprises. Between 
30-35% of foreign investments are in Ho
Chi Minh City. The port handles an aver­
age six million metric tonnes of cargo and
5,000 TEUs a year.

Simon Ngan says Vietnam plans to ap-

VIETNAM 

A g�oup picture of the members of the Vietnam Chamber of Commerce and Industry. 
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ply for observer status with GATT, with an 
eye to eventually becoming a full mem­
ber. It has approved so far this year 110 
projects with a total investment of 
USD1 .65 billion', twice the amount au­
thorised in the same period of last year. 

He says French aid in 1992 was 
USD47 million. It mclde Fra'nce the third 
donor after Japan and Sweden. T he visit 
of French President Francoi_s Mitterrand 
to Vietnam and Cambodia last February 
is expected to bolster bilateral commer­
c i a I links. French companies are the 
third largest investors after Hong Kong 
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and Taiwan. 
Simon Ngan also records in his report 

that on 14 December 1992, then US 
president George Bush authorised partial 
relaxation of the US trade embargo 
against Vietnam by permitting US compa­
nies to set up offices and sign contracts, 
though these contracts cannot be fulfilled 
until the total lifting of the embargo. 

Problems 
Simon Ngan, in concluding his report, 
says that the main obstacles to develop­
ment and trade in Vietnam are: 
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VIETNAM 

i) An inadequate legal system
ii) A decrepit infrastructure
iii) The US trade embargo
iv) Rampant corruption.
He says: Added to that are the prob­

lems of commercial funding for projects 
in the country. As loans in the local cur­
rency are not available, investors have 
had to look for financing overseas. 

"Overseas commercial banks are relu­
cant to lend because of the undeveloped 

legal system and the ban on foreign own­
ership of land, which prevents a loan ap­
plicant for using real estate as collateral.. 
Even if such loans were available, repay­
ment of foreign currency loans are made 
difficult by the nonconvertibility of the lo­
cal currency unit, the dong." 

Simon Ngan says longer term prob­
lems faced by Vietnam are in the areas of: 

i) Population growth;
ii) Resources depletion and environ-

mental deterioration; and, 
iii) Institutional aspects of develop­

ment. 
"Among the institutional development 

problems are the centralisation of deci­
sion-making power in Hanoi; an inade­
quate information base for decision-mak­
ing; the uniform application of policies 
without taking diversity into account; 
and, the lack of efficient distribution 
mechanisms." ■

Focus on HK-China relations 

M 
embers of the US­
based National 
Council of World 

Affairs Organisations re­
ceived a sol id briefing on 
Hong Kong�China relations 
from Chamber members on 
July 2. 

The high-level delegation 
from the American interna­
tional affairs group showed a 
I ively interest in the state of 
relations with China, having 
just returned from a visit to 
the Mainland. 

The meeting was chaired 
by the Chamber Di rector, 
Brigadier Ian Christie, with 

a strong attendance from 
North American Committee 
members of the Chamber. 

Brigadier Christie outlined 
the operations of the Cham­
ber to the visiting delegation 
before opening the meeting 
to general discussion. 

Sino Land Chairman, Mr 
Robert Ng, gave the visitors 
a thorough briefing on 
Hong Kong- China relations 
and Chief Economist, Ian K 
Perkin, briefed delegates on 
the outlook for the econo­
my and business. 

Mr Hilton Cheong-Leen 
spoke of his confidence in 

the future of Hong Kong­
China relations, as did Mr 
Bill Blaauw and Mr Jurgen 
Kracht. 

Delegation head, Ms 
Charlotte Kennedy, ex­
plained the role of the Na­
tional Council of World Af­
fairs and the group's interest 
in developments in the Chi­
na-Hong Kong relationship 
in the run-up to 1997. 

Several members of the 
delegation also expressed 
interest in the prospects for 
doing business in China, via 
Hong Kong, especially the 
prospects for small to medi-

um sized companies. 
But they also suggested 

there are some concerns in 
the US abGut the economic 
tightening emerging on the 
Mainland and the prospects 
for political stability in the 
years ahead. 

Ms Kennedy is the Exec­
utive Director of the World 
Affairs Council of Oregon. 

Other members of the 
delegation included repre­
sentatives of State World Af­
fairs Councils from Maine, 
Indiana, Ohio, Mas­
sachusetts, Michigan, Min­
nesota and Rhode Island. ■
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Seminar on retailing in Guangzhou. 
Ilfi!}ll11arr��-�ift111i 

SME DELTA MISSION 

Record interest 
Small and Medium Enterprises Committee inspects economic environment 

A 
record 40 delegates went on the

. Chamber's second mission this 
year to the Pearl River delta on 

14-17 June.
The mission was organised by the

Small and Medium Enterprises Committee 
and led by its Chairman, Denis 
Lee, managing director of 
Kingscore Industrial Ltd. 

The four-day mission covered 
Changping, Dongguan, Guangzhou, 
Huaxian, Nanhai and Panyu. A sem­
inar on retailing in South China was 
held in Guangzhou. 

Connie Hui, who managed the 
mission, said in her report: "In the 
past decade manufacturers in Chi­
na were mainly export-oriented. 
As consumption power (dispos­
able income) of the coastal regio11 
population, in particular the Pearl 
River delta, grows substantially 
with the economy, established or 
potential manufacturers are much 
interested in breaking into the do­
mestic markets. 

"Therefore ... the mission aimed to in­
spect the economic environment and 

study the manufacturing sector, with refer­
ence to the operation of small and medi­
um sized ventures, as well as look into the 
domestic retail situation of the region." 

Yang Mie, who retired to Hong Kong a 
year ago from the position of Deputy Di-

Denis Lee mission leader exchanges souvenirs 
with the Mayor of Dongguan, Ye Yao. 
�����*���*�**�--�-��� 

rector of the Economic Commission in 
Guangdong Province specialising in set­
ting up industries, was invited to accom­
pany the mission as a special adviser. 

• The Chamber mission first visited
Changpi ng oh ther main rai I way Ii ne 

between Hong Kong and 
Guangzhou. Changping is part of 
Dongguari Municipality thatwas 
declared an industrial satellite 
town in 1986. It now has a popu la­
tion of 150,000 but only 60,000 
·are permanent residents. The rest
of the population is industrial
labour coming from other areas.

Connie Hui reports more than
1,000 private enterprises and
3,000 sole proprietors and group
enterprises are established in
Changping. It is expected to be the
southern terminal of projected new
main railway lines and to have a
new railway station.

Encouraged by this develop­
ment, the property market is boom­
ing. At least 31 building projects are

now being developed. The town is expect­
ed to expand from 4.5 sq km to 20 sq km. 
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At the Guangzhou 
Zhaowei Garments 
factory, a joint 
venture with 
Japanese capital. 
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In Changping the delegation visited 
Kin Tak Toys factory and went on to Shi­
long to visit Tong Da Fashion Leather 
Goods Co Ltd. 

The mission then went to Dongguan 
to dine with Mayor Ye Yao and officials of 
the municipality with four main districts 
and 29 towns with a population of 
1,336,000. 

• Connie Hui says Dongguan munici­
pality offers tax and trade concessions to 
foreign investors and is one of the fastest 
growing regions in China. It has 7,000 
processing and assembly plants under­
taking manufacturing and compensation 
trade. Accumulated foreign invested 
funds are estimated at USD970 million. 
In 1992 Dongguan's GDP reached 
RMB20.8 billion and munidpal income, 
RMB8.1 billion; 

Real estate and retailing are growing 
substantially. The delegation visited Canal 
Bazar, a subsidiary of the Dongguan De­
partment Store, where sales volume has 
been growing 33% a year since 1982. 
Canal Bazar cooperates with Hong Kong 
investors in manufacturing garments, sta­
tionery, household necessities, etc. for 
both retail-and export. The mission went 
on to visit one such factory,· Fu WingMet­
alware and Plastics. 

Dongguan municipality is...expanding 
three of its power plants and building four 
key highways and four circular roads. 

• The mission visited Guangzhou
Zhaowei Garment Factory in Liwan dis­
trict on its way into Guangzhou. Liwan is 
historically the commercial and industrial 
district of Guangzhou and specialises in 
light industries such as garments, knitting 
and glassware. CCPIT Guangdong sub­
council hosted a welcoming dinner for 
the delegation. 

Next day the delegation went to 
Hua:xian, 30 km north of Guangzhou, 
part of the Delta open economic zone 
since the end of 1987. It has a permanent 
population of 510,000. Huaxian is being 
upgraded to a municipality and renamed 
Huadu in October. Guangzhou's new in­
ternational airport will be built at Huadu. 

The mission inspected Nan Fan Da 
Sha, the biggest department store in 
Guangzhou before joining a seminar on 
retailing hosted by the Director of the 
Commercial Administration Commission, 
Chen Tang. 

• Connie Hui reports the delegation
visited Nanhai City and the Accord Watch 
factory on June 17. Nanhai City has a pop­
ulation of 950,000 and 18 counties under 
its jurisdiction. In 1991 its GDP amounted 
to RMBS.2 billion. More than 1,300 for­
eign funded enterprises are operating in 
the city. Industries include, automobiles, 
textiles, metalware and machinery, build­
ing materials. electrical appliances, etc. 

Chen Pinghan, 
secretary of 
Changping 
Committee of the 
Dongguan 
Municipality, briefs 
the delegation on 
economic 
development, 
including the 
tertiary sector. 
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Nanhai City has put emphasis on the 
development of transport, power supply, 
teelcommunications and other infras­
tructure in its towns and harbour. Fos­
han Airport is located in Luocun Town, 
in Nanha:i. It aims to increase its GDP 

SME DELTA MISSION 

two-fold by the turn of the century to 
RMB18 billion. 

The delegation visited Clifford Villas, a 
real estate development, and the Yau Lee 
Toys factory in Panyu before returning to 
Hong Kong. ■ 
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HKCSI RESPONSE TO RAIL DEVELOPMENT STUDY 

Call for more details 
Prudence urged in planning and financing Western Corridor Line 

T
he Hong Kong Coalition of Ser­
vice Industries (HKCSI), the ser­
vices arm of HKGCC, has called 

for more details from Government on its 
proposed HKD23.1 billion Western Corri­
dor rail line to serve the Western NT, 
Kwai Chung container port and more 
through trains from Guangzhou. 

The HKCSI was responding to publica­
tion of the Government's public consulta­
tive document on its most recent Railway 
Development Study. It began by welcom­
ing the consultative document 

The HKCSI said: "A project of such a 
magnitude requires the exercise of the ut­
most. prudence in its planning and financ­
ing. The Government should provide an 
explanation on how the HKD23.1 billion 
estimate is arrived at. To a large extent the 
actual amount required will· depend on 
the number, size and nature of the termi­
nals and stations along the line. Such de­
tails should-be provided and subject to 
closer scuti ny. 

"Presumably, most of the Western Cor­
ridor will be built on existing Country 
Park land, which belongs to the Govern­
ment. However, some part of the line may 
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How TEUS will be loaded on trains on the Western Corridor line to the container port. 
�•��ffi����fflffire�•�tt�B 

cut across private land thus ·requiring land 
resumption and compensation to 
landowners. A major consideration in the 
financing of the Western Corridor is there­
fore: 

i) the extent to which land resumption
is required, both along the line and in the 
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planned stations/terminals; 
ii) the estimated cost involved in land

resumption; 
iii) whether compensation for land re­

sumption would be paid by the govern­
ment or the developer. 

"To enable an assessment of the pro-
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ject's financial viability, we recommend 
that more information should be made 
available." 

In a six-point response to the consulta­
tive paper, the HKCSI began by saying it 
would restrict its comments to proposals 
affecting the commercial sector.It said ad­
equate transport infrastructure was an im­
portant element in maintaining the health 
of the economy as well as enhancing the 
quality of life. 

"To remain the highly successful econ­
omy that it is today, Hong Kong needs to 
have a transport infrastructure that will 
last well into the 21 st century. The Rail­
way Development Study (RDS) signifies 
an important step in that direction." 

In the second of its six points the 
HKCSI said: "From the point of view of 
maintaining Hong Kong as the leading 
service economy of South China, the 
most important of all the RDS proposals 
is the Port Rail Line, which will link 
Lowu with the container terminals at 
Kwai Chung. 

"With the remarkable growth in its 
economy, China's transport infrastruc­
ture is undergoing major improvements. 
This includes new railway lines along 
the north-south corridor, as well as trunk 
lines serving the Pearl River Delta. At the 
same time, the development of the ports 
of Shekou and Yantian will hasten the 
process of containerisation in China. The 
opportunities for transport services into 
and out of China will be very great 
indeed. 

"As a service economy and major 
transport hub for China, Hong Kong must 
be ready to take these opportunities. The 
Port Rai I Line, with its capacity of one 
million TEUs each way per year, will 
cater for the increasing China-Hong Kong 
cargo traffic. It will help maintain Hong 
Kong as China's main gateway, as well as 
facilitate the development of China's own 
transport infrastructure, including its rail­
ways and ports. 

"In the longer term, we would like to 
see container trains running directly be­
tween Beijing and Hong Kong and con­
necting with a modern, integrated freight 
transport network that links the Pearl Riv­
er Delta with other parts of China and 
with the rest of the world. The Port Line is 
a vital component in this modern, inte­
grated freight transport network. It should 
be brought to fruition as early as possible 
and before the year 2000." 

Another point which the HKCSI makes 
is that it is important that the passenger 
and freight components of the Western 
Corridor Line should not conflict with 
each other. 

"We would like an assurance that the 
capacity and effectiveness of the freight 
line would not be compromised by corn-

HKCSI 

Artist's impression of the container marshalling yard at the border. 
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petitive usage with the passenger lines," 
the HKCSI says in its submission. 

Given its economic integration with 
China, Hong Kong's transport infrastruc­
ture should not be developed in isolation. 
the HKCSI says in its fifth point. 

"Full account should be taken of the 
development of corresponding rail links 
in China, its pace of electrification and 
containerisation, as well as modernisation 
of border operations. All these require 
consultation and coordination with the 
appropriate Chinese authorities. 

"In the current proposal, the freight 
line will connect with Lowu, while one 
of the passenger lines will be connected 
to Lok Ma Chau crossing. As Lowu is al­
ready a very congested border point, con­
sideration should perhaps be given to ex­
tending the freight line to also the Lok Ma 
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Chau crossing - again coordination with 
the Chinese side will be required." 

In its sixth and final point the HKCSI 
suggests in view of the faster-than-expect­
ed growth rate of the port, the Port Rail 
Line to Lantau should be given a higher 
priority. 

"The Kwai Chung area, where the Port 
Rail Line will terminate is subject to ex­
tremely heavy traffic demands. The Port 
Rail Line terminus must therefore be con­
nected to a right network which will meet 
the transport needs of Kwai Chung, Tsing 
Yi and the future Lantau Terminal. 

"The consultative document suggests 
that the rail link to the Lantau port will be 
developed as a long-term project. In view 
of the faster-than-expected growth rate of 
our port, the Port Rail Line to Lantau 
should be given higher priority." ■ 
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DATA 

No more private matter 
A look into the future of information privacy 

I
t is 1995. The recommendations of 
the Privacy Subcommittee of the 
Law Reform Commission, as detailed 

in its consultative document published in 
1993, have all been made statutory. 

The Chamber's Administration Manag­
er is worried� He has just been appointed 
the Chamber's "data controller". As re­
quired by law, every company in Hong 
Kong has to appoint a data controller to 
coordinate compliance with its data pro­
tection duties. (This requirement is de­
tailed in paragraph 1 J.27 of the original 
consultative document published in 
1993; references hereinafter will be to 
paragraphs in the same document). 

He is worried because he does not 
know what will happen to him if his col­
leagues in'the six Chamber divisions 
breach the data protection law. (The 
Chamber had five divisions in 1993; in 
1995 it created a new division to coordi­
nate the work of the other five divisions.) 
Whereas his duties as data controller have 
been specified, his liabilities have not. 

It was originally intended that the ap­
pointment should go to the recently pro­
moted Assistant Executive Officer, who 
has been a clerk with the Chamber for 
twenty years. Some people have suggest­
ed that the AEO might be too junior, but 
since the data protection law only re­
quires that an "officer" be appointed, the 
Chamber has seen no problem to that. 
Unfortunately, the AEO decided to emi­
grate to the British Virgin Islands, which 
recently offered permanent residence to 
all BN(O) passport holders; so the job 
landed back to the Admir:, Manager. 

One of the first things the Admin Man­
ager has to do is to complete a "declara­
tion" on all personal data the Chamber 
holds. Every business in Hong Kong has 
to do the same (para 10.12). 

There are two parts to the declaration. 
The first part is comparatively easy: He 
has to complete a new Business Registra­
tion Form giving his name as "Responsi­
ble Officer", and answering "YES" to the 
question - "Is data being held in your 
company?" (para 10.15). 

The second part is more complicated. 
The Chamber has to detail the following 
in a supplementary form (para 13 .12): 

• the purpose for which the data are
kept; 

• the content of data contained in the 
classes of record, including any sensitive 
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A few months ago, the Privacy Subcom­
mittee of the Law Reform Commission 
published a consulatative document on 
"Reform of the Law Relating to Informa­
tion Privacy", which sets out the Subcom­
mittee's recommendations on future legis­
lation on data protection. Chan Wai 
Kwan, the Chamber's Assistant Director -
Service Industries, takes a futuristic look 
at how the Chamber will be affected if the 
recommendations become law. 

content; 
• the classes of individuals about

whom records are kept; 
• to whom the data are usually dis­

closed; 
• the name and address of the person 

(the responsible officer) who can provide 
information to data subjects about access 
to their personal data; 

• countries to which personal data are 
exported to. 
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Since the data protection law applies 
to "personal information contained in an 
organised coMection of data in whatever 
form" (para 8.28), it covers almost every 
aspect of the Chamber's operations: 
membership records, list of overseas dele­
gations, participants of seminars, commit­
tee membership, etc - whether or not the 
data is kept in a computer database. Thus 
the list of overseas visitors from Azerbai­
jan will count, and so will personnel 
records of al I employees kept by the 
Chamber's Human Resources Manager. 

For a brief moment the Admin Manag­
er has thought he might be able to avoid 
this all: The law states that "non-profit 
making bodies should be exempted from 
the obligation to furnish a copy of their 
declaration to the data protection authori­
ty, provided the data relate only to their 
members and are not communicated to 
third parties" (para 15.7). No wonder 
there are so many new non-profit making 
bodies in Hong Kong. Then he decided 
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to forget about it. There is no way that the 
Chamber's data is not communicated to 
third parties. It is the Chamber's role to 
communicate between its members and 
third parties. 

As he sets about the onerous task of 
compiling the declaration, he is some­
what surprised to find that the declaration 
he submits will not be subject to approval 
by the Privacy Commissioner. It is re­
quired merely for the purpose of "notifica­
tion" (para 10.12). In other words, it is 
meant only to be kept as record; its accu­
racy will not be checked. T he declara­
tions thus collected will be open to access 
by the public in case of complaints, but 
the likelihood is that the vast majority of 
the cases may never be cause for any 
complaint. 

In addition to compiling the declara­
tion, the Chamber has to pay a $100 levy 
to the Privacy Commission, as does every 
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business registered in Hong Kong regard­
less of size or nature of operation (para 
16.17). The Admin Manager is not sure 
whether the registration of the Chamber's 
25 INCEST branches (Integrated Cer.tifica­
tion and EDI Services for Trade) will each 
count as one business registration, but he 
figures that even that should not cost the 
Chamber a fortune. However, some 
Chamber members are not so lucky. One 
company which has registered 200 sub­
sidiaries for trademark protection and oth­
er reasons finds that it may have to pay 
the same fee for these subsidiaries which 
do not trade and have no employees. 

Next, the Chamber is required by law 
to inform everyone of whom the Chamber 
holds data about the following (para 9.13 
& 9.17): 

(a) the purpose of the processing for
which the data are intended 

(b) the obligatory or voluntary nature
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DATA 

of any reply to the questions to which an­
swers are sought 

(c) the consequences for him if he fails 
to reply 

(d) the recipients or categories of recip­
ients of the data 

(e) the existence of a right of access to
and rectification of the data relating to 
him; and 

(f) the name and address of the con­
troller and of his representative if any. 

A circular has to be issued listing all 
purposes for which data have been col­
lected and all uses to which they will be 
put. In the majority of cases, members' 
business address and fax numbers are col­
lected in order that Chamber publications 
can be sent to them. After adopting mod­
ern desktop publishing techniques for its 
regular circulars and faxes, the Chamber's 
weekly mailing and fax service have be­
come very popular. However, there are 
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DATA 

bound to be some members who prefer 
not to receive certain categories of pub Ii­
cations (e.g. advertisements), and they 
must be offered the opportunity to do so. 
"Dear member," the Admin Manager be­
gins - but it is not quite right as not every

recipient is a Chamber member; for in­
stance, the one hundred or so consulates. 
"Dear data subject.. .. " It has proved not 
an easy memo to write. 

Besides, another memo has to be writ­
ten to solicit consent from those whose 
personal data may be regarded as "sensi­
tive", i.e. relating to racial or ethnic ori­
gin, political opinions, religious beliefs, 
philosophical or ethical persuasion, trade 
union membership, health or sexual life 
(para 9.43). The Chamber does not ask 
members to provide these, but it does ask 
employees some of these questions, as 
most employers in Hong Kong do. 

There remains one more task for the 
Admin Manager: To remind his col­
leagues to update their computer 
databases and to make sure that they are 
accurate. Though a perenial problem for 
all database users - in the Chamber that 
means every executive - updating is good 
business practice, but now it has also be­
come a legal requirement (para 12.5). 

The Chamber's Human Resources 
Manager has also been very busy. Under 
the data protection law, everyone is 
legally entitled to be supplied with a 
copy of data kept about him/her (para 
14.9). All members of staff are therefore 
entitled to see their personal files, and 
most of them have indeed done so. This 
has not only raised the decibel level of 
the Chamber office for several weeks as 

clerks, secretaries and executives ex­
changewords about what have been said 
of them in their files, but also resulted in 
a number of applications to contest the 
outcome of some previous performance 
appraisals. 

Then, an Assistant Director of the 
Chamber found that in his personal file, 
the entry under "nationality" has been in­
correctly entered as "Scottish". "But I'm 
Australian!" He threatens to sue the 
Chamber for hurt feelings. He is perfectly 
entitled to do, as the law provides for 
compensation for "loss and injured feel­
ing$, including injured feelings unaccom­
panied by loss" (para 17.20). 

Apparently the matter is settled four 
pints of Foster beer later, but the Chamber 
Director has another problem. An Assis­
tant Manager has just asked if the Cham­
ber has any corporate succession plan, 
and if so, whether she appears in it. The 
answer to both is yes. The Director has 
just written a succession plan featuring 
every employee in the Chamber. But he 
is very reluctant to let some senior execu­
tives find out what position on the succes­
sion ladder they are compared to the tea 
room boy. 

Then he hits on an idea. The law re­
quires that data provided in response to 
access requests be in an intellegible form, 
"unless it is a true copy of a written docu­
ment which is unintelligible on its face" 
(para 14.17). He decides that there will 
be no typed copy of the corporate succes­
sion plan. It will remain in his own hand­
writing. Whoever fancies "a written doc­
ument which is unintelligible on its face" 
is welcome to make a copy. ■ 
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ENVIRONMENT COMMITTEE POSITION PAPER 

Radical recommendations 
Paper recommends eventual privatisation of water supplies and-sewage disposal 

T 
he Environment Committee of
the Chamber, in a Position Paper 
titled, Water Conservation and 

Sewage Charges, says there is merit in the 
Government plan to propose sewage 
charges be attached to the cost of water. 

The Position Paper, following intensive 
and lengthy debate in the Environment 
Committee chaired by Ciba Geigy's Guy 
Clayton, says the proposal is compatible 
with the Chamber's support for the "Pol­
luter Pays Principle" and the Chamber's 
support for "Sustainable Development" 
through conservation. 

The Position Paper, with six recom­
mendations including phasing out water 
subsidies and eventually privatising water 
supplies and sewage disposal, Was deliv­
ered to the Secretary for Planning, Envi­
ronment and Lands, A G (Tony) Eason on 
July 6. 

' 1. Background 
Public opinion perceives that delays 

in the implementation of Government 
plans for investment in cleaning up Victo­
ria Harbour and Hong Kong waters is to 
be blamed on an active and influential in­
dustrial and commercial lobby who stand 
against either direct charging for sewage 
or industrial effluent disposal. 

It is understood that Government is 
planning to put forward proposals that at­
tach sewage charges to the cost of water. 
It is the view of the Hong Kong General 
Chamber of Commerce that there is merit 
in such proposals in that they are compat­
ible with the Chamber's support for the 
'Polluter Pays Principle' and its support 
for 'Sustainable Development' through 
conservation. 

2. Water is a Precious
Commodity 
The reduction of water consumption has
a four-fold benefit: 

a) Conservation of water supplies
b) cost reduction
c) reduced effluent
d) concentration (rather than dilution)

of toxic wastes making them easier to 
handle. 

It is the belief of the Chamber that a 
society which now addresses the question 
of water conservancy, as with energy con­
servancy, will be more viable and produc­
tive in the next century. 

3. Costs of Water

Comparative costs of water supply and 
disposal in iA-dustrialised urban 
economies should be published. The 
HKGCC, from a limited survey, wpuld 
suggest that Hong Kong's charge per cu­
bic meter of fresh water supply is current­
ly between three and five times lower 
than Western Europe. 

4. Sewage Disposal 
The current charges for water supply are
in effect a subsidy to water users which 
works against conservation and sustain­
able development. 

Furthermore, the resultant disposal re­
sults in overloading of our already inade­
quate drainage system and encourages 
the by-passing of that system where no 
water control zone regulation exists. 

This situation mitigates against the im­
plementation of modern water conserving 
processes. 
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The subsidised price for water leaves 
no room for the absorption of the added 
costs (both capital and revenue) associat­
ed with the implementation of a sewage 
disposal plan and this is to the detriment 
of the living environment of Hong Kong. 

5. Recommendations 
The Hong Kong General Chamber of
Commerce recommends: 

• That Government should be more
open and advise industry on the actual 
costs of water supply, replenishment and 
disposal, plus the costs of maintenance of 
the system of supply and disposal, so that 
public awareness and debate can take 
place with all'the facts available. 

• That Government immmediately
addresses the funding needs for the 
sewage diposal plan by phasing out water 
subsidies gradually. In the medium term, 
the charges for water supply both industri­
ally and domestically should ensure full 
cost recovery of waste disposal. 

• That Government expedites the im­
plementation of the sewage disposal plan 
and the imposition of Water Control 
Zones in Victoria Harbour. 

• Further, that Government adopts a
long term policy on water conservancy 
similar to its announced policy on the re­
duction of greenhouse gases. 

• To achieve this, Government
should consider an incentive scheme to 
encourage water conservation. This could 
be in the form of discounts for consumers 
who reduce utilisation by more than 10% 
from the previous year. 

• Finally, that Government takes early
action to instigate a phased plan leading 
to the corporatisation and eventual pri­
vatisation of both water supplies and 
sewage disposal. 

' 
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Tunnel project supported 

T 
he Chamber said in 
a press release on 
July 7 that it strongly 

supports the deal struck by 
the Government for the con­
struction of the Western 
Harbour Tunnel, the Territo­
ry's third harbour crossing. 

Chamber Chairman Paul 
M-F Cheng sai(j the proJect
should be supported by all
those vitally concerned
about the territory's future
infrastructural development
and future prosperity.

Paul Cheng said the 
Western Harbour Tunnel 
will not only be an impor­
tant ancillary project for the 
new airport, but vital in 

helping to release future 
congestion on Hong Kong 
roads, especially in the two 
existing harbour tunnels. 

"The tunnel is being con­
structed without cost to the 
public purse by a private 
consortium on a BOT, or 
Building, Operate Transfer 
basis," he said. 

Any proposed toll will 
obviously need to incorpo­
rate a balanced view be­
tween services to the public 
and a reasonable return for 
the consortium and the 
HKD30 would appear rea­
sonable taking into account 
inflationary pressure and the 
fact that this is a much larger 

tunnel with dual-three 
lanes." 

Paul Cheng said if the 
Western Harbour Tunnel is 
not approved now, there is a 
very real risk of rising costs 
and Hong Kong possibly 
losing the BOT franchise al­
together. 

He said the present fran­
chise was the result of tough 
negotiation between the 
Government and the con­
sortium with the aid of ex­
pert, independent financial 
advice. 

"T he Government has 
emerged with the best and 
fairest deal for all parties; 
the Government itself, the 

builders and operators and 
the potential tunnel users," 
he said. 

"The deal struck by the 
Government is the first time 
profits have been capped 
for an infrastructural pro­
ject, with additional rev­
enues to go into a Toll Sta­
bility Fund to offset future 
toll increases. 

"The alternative of build­
ing the tunnel with taxpay­
ers' money is clearly unac­
ceptable - it would not re­
duce costs and charges and 
would divert funds from 
other Government services, 
such as education and 
welfare." ■
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HONG KONG INDUSTRIAL ESTATE CORPORATION 

Barma takes over 
Tseung Kwan O opens next February 

A
fter a 25 year career in the Hong 
Kong Goverment, T H Barma has 
retired as Director of Industry 

and joined the Hong Kong Industrial' Es­
tates Corporation as eh ief executive offi­
cer and general manager. 

T H Barma, who is an HKU graduate 
and did post guaduate studies in UK, 
wrote to the Chamber in April explaining 
the Corporation, chaired by Legislative 
Councillor Edward Ho Sing-tin, uses a set 
of criteria to assess applications for sites 
on its industrial estates. He said he would 
very much like to know from the Cham­
ber, with interests in industrial matters, 
the views of members on the Corpora­
tion's criteria. 

T H Barma's letter was referred to the 
Industrial Affairs Committee of the Cham-
ber for discussion on 11 May: After the 
discussion, Dr Y S Cheung, Assistant Di­
rector Industrial and Corporate Affairs, 
replied that the Committee is of the view 
that the selection criteria of the Corpora­
tion were acceptable provided they are 
flexibly interpreted to accommodate the 
changing environment in industrial devel­
opment in Hong Kong. 

The selection criteria are: 
• i) The industrial project must be of a
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nature which effectively prohibits it from 
being carried out in an ordinary multi­
storey industrial building available on the 
open market in Hong Kong. 

ii) The project must not be classified as 
an offensive trade under Government reg­
ulations. 

iii) The primary activity must not be
storage or wareho½Jsing. 
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• Projects most welcome are:
a) New or improved products.
b) New or upgraded technology. 
c) High added value based on the use 

of local material and manpower. 
d) Products for which there is strong

demand from local industry. 
e) Substantial contribution to Hong

Kong's exports. 
f) Significant investment particularly in 

new machinery and equipment. 
g) Employment at a higher level of 

skill. 
• Apart from manufacturing processes,
other types of industrial activity including 
specialised. and sophisticated supporting
services for manufacturing industry such
as research and development, technical
centres, prototype design etc. are also en­
couraged by the Corporation provided
that they cannot be carried out in an ordi­
nary multi-storey industrial building. 

T H Barma told The Bulletin he 
thought a review of the selection criteria 
for the industrial estates had to be a con­
tinuing process. 

"We need to examine our criteria quite 
regularly to make sure we don't fall be­
hind the times - To make sure we don't 
fall out of line with Hong Kong's circum-
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stances and requirements." 

Are you trying to promote the Estates 
a bit more in a search for high-tech in­
dustries? 

TH Barma: ''We have always tried to 
promote our Estates for industries with 
higher technology. But in line with the 
Government's general philosophy and at­
titude. Its policy toward industry. That is, 
a policy of minimum interference and 
maximum support. We are not trying to 
target winners. We are not trying to say 
this is an industry we want. We have our 
criteria for admission which basically is 
the operation can't be performed in a 
high-rise multi-storey building. 

"We are trying to make sure that land 
is available to the ultimate user rather 
than a developer who doesn't take into 
account the actual use_r's requirements. It 
is up to the grantee to design and con­
struct a building that suits his purposes. 
And if the grantee meets our requirements 
we are happy to consider an application. 

"But we do recognise you need to en­
sure your criteria meet the needs of the 
day and that you try to apply them as flex­
ibly as possible. That's why in a way I was 
delighted with the Chamber's response. 
That the criteria seems to be satisfactory 
and suitable and that we should try to ap­
ply the criteria flexibly is something I fully 
appreciate." 

After post-graduate studies in England, 
TH Barma returned to Hong Kong to join 
his father's trading firm. He spent 10 years 
in the private sector before he and his 
younger brother both applied to the Gov­
ernment for a job. He succeeded and his 
younger brother stayed with his father's 
business. 

He says he was lucky to have served 
with famous civil servants like Alestair 
Todd in Social Welafre, Sir John Cop­
perthwaite and Sir Philip Haddon-Cave in 
Finance branch and Sir Donald Ludding­
ton in Home Affairs. 

Later T H Barma distinguished himself 
in the Hong Kong Export Insurance Credit 
Corporation and as an energetic Director 
of Industry. 

What about the price of land in the In­
dustrial Estates, has that been a factor in 
their development? 

T H Barma: "We offer land on a plot 
ratio of 2 .5 whereas industrial land out­
side is for a much more intensive devel­
opment of the site. Usually it is a plot ra­
tio of five. We deliberately have a low 
plot ratio because we know the end-user 
is not there to develop the site for other 
than his own use. 

"If his requirement is a single storey 
structure with as plot ratio of one or even 

a little below one he should not be pre-



vented from being able to get a site as 
long as he advances Hong Kong's indus­
trial base. 

"So our land price, the premium we 
charge for leases, basically reflects our 
development cost, updated to take ac­
count of inflation. So that the real value of 
the land is not lost to inflation. We do ad­
just our land premia. We have departed 
slightly this time round by taking account 
of our Board's comments, by increasing 
the price for land at Taipo above the infla­
tion rate a little, not very much. But at the 
same time we have increased, for in­
stance, the price for land at Yuen Long, 
though below the inflation rate." 

How does it compare with land out­
side the industrial estates. Dearer or 
cheaper? 

T H Barma: "It is much cheaper. It 
could work out to one quarter of land in 
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the open market. But, of course, the 
grantee is not free to do what he wants 
with the land. 

"At the time of his application he 
spells out exactly what he is proposing to 
do. That process becomes part of his con­
dition of grant. So if he wishes to change 
his process he has to come back to us and 
seek our permission. We may have to go 
to our Board. 

"The grantee can't speculate with it 
and he is not free to sell it to another par­
ty. If he doesn't wish to continue to enjoy 
the use of the land he is required under 
the terms of the lease to surrender it back 
to the Corporation. And we wou Id ac­
cept the surrender at the original price he 
paid. 

"But we would value the building 
which he has put on his green site at cur­
rent day values, so that he may make a lit­
tle on the building. 

Taipo is full, isn't it? 
TH Barma: "Yes, it is full. We have got 

a site of just under one hectare, about 
9,000 sq metres, left. We have deliberate­
ly kept it - and this is where I suppose 
we have departed slightly from our princi­
ples - saying it is for high tech, however 
you may define high tech. I suppose we 
are really talking about electronic activi­
ties that are not standard electronics pro­
duction,that is a much more suphisicated 
level of production with integrated cir­
cuitry or wafer fabrication. 
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"Once in a blue moon someone 
moves his entire production out of Hong 
Kong and offers his Industrial Estate site 
back to the Corporation. When we get it 
back we will dispose of it at the current 
price. 

We have had one or two sites surren­
dered to us at Yuen Long but not at Taipo. 
Taipo is still very much the preferred lo­
cation." 

Why is that? Because of its infrastruc­
ture, or what? 

T H Barma: "It is more convenient. 
Both the estates are equally good for their 
infarstructure. But transportwise, location­
wise, and for the ease of getting workers, 
Taipo seems to have ah advantage over 
Yuen Long. Some of our grantees who 
have moved in here from other parts of 
Hong Kong are still bringing in people 
from where they were previously located. 
One, for example, was previously in 
Chaiwan. They still have residual workers 
who live in Chaiwan and who worked for 
them in Chaiwan. They don't wish to 
move to Taipo. 

Is there any shortage of labour? 
T H Barma: "Not so much a shortage 

but, like everywhere else in Hong Kong, 
they are finding labour is fairly mobile 
and turnover is a problem. That the work­
er will leave for a job in another factory if 
they are paid more. I think it is a fact of 
life in Hong Kong. 
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"It upsets some of our overseas in­
vestors, especially the Japanese, used to 
workers accepting jobs for life. 

But that is changing even in Japan as 
industries restructure and skilled peoµie 
become unemployed and cannot find 
other jobs similar to Europe and the Unit­
ed States? 

T H Barma: "Yes, you have this sort of 
unemployment in Hong Kong too. I think 
you also have some who are not readily 
retrainable. There is a shortage of workers 
in Hong Konq yet you will find pockets of 
unemployment because there is no longer 
demand for their skills. 

"Obviously, the more labour-intensive 
activities are the sort of industries that 
have gone out in Hong Kong and partly in 
the textiles industry where some of the 
processes have changed. You need a 
more nimble work force, literally in terms 
of their ability. A young labour force 
when dealing with very small parts and 
components. It happens partly in the elec­
tronics field and certain areas of textiles. 
Yet textiles in one of the areas where they 
are saying they are desperately short of 
workers. And yet, even within textiles be­
cause it is such a multitude of activities, 
we have some who are out of work. 

To what extent is your second industri­
al estate at Yuen Long full? 

T H Barma: "In the last year or so it has 
been going quite well. It is an Estate of 
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just under 70 hectares. We have 16 
hectares left. It is about four-fifths full. We 
have got a producer of polystyrene, one 
of our biggest �nvestments, Hong Kong 
Chemicals, at Yuen Long, with capital of 
over HKD1 billion. It is a joint venture be­
tween the Italians, South Koreans and the 
Chinese. 

"In fact, they have done so well that I 
recall reading about their doubling their 
capacity on site. When they first took the 
site from us, they said that they might be 
interested in going into other types of 
polymers and we have an agreement that 
we will try to keep the adjacent site for 
them. 

"We are getting to the stage at Yuen 
Long, with only 16 hectares left, where I 
have had to write to a few of the grantees 
who we promised first refusal of an adja­
cent site. I am starting to call in these first 
refusals. I have had to say we can't keep 
our promise very much longer. So if they 
have expansion plans please let us know 
as quickly as possible. 

"So Yuen Long has done very wel I. 
"We have 16 hectares at Yuen Long 

and just under a hectare at Taipo. That's 
all we have until the third Estate at Tseung 
Kwan O Uunk Bay) comes on stream. That 
development is coming along on sched­
ule. The contractor is supposed to hand 
over the first phase to us in February 
1994. 

"I think the contractor will meet his 
target. We have already made one condi­
tional grant of one and a half hectares 
conditional on the completion date. 

"Tseung Kwan O is a reclamation. We 
have built the seawall. The roads will be 
in' place when it is handed over to us by 
February next year. We are talking to cus­
tomers for two sites down to the water­
front and we have asked the contractor to 
accelerate this area. Of course, we will 
have to pay a bit more. 

"We have a formal land grant from 
Government. This is of course subject to 
discussions in the Land Commission and 
the land being made available. We have 
so far been advised that we will be given 
five hectares only in the new industrial es­
tate which will satisfy the first grantee and 
two others that we are talking to. We are 
talking to others for another 6-8 hectares 
of land. So the five hectares is really not 
enough for us. But we will go back to 
Government and say we need more. Like 
Oliver Twist, can we have some more, 
please. But it is coming along very well. 
I'm very pleased with it. 

"We think that the full development 
will cost us about HKD1 billion. We are 
getting a loan from Government to meet 
the development costs. It is going to be 
from the Development Fund. We have 
been given HKD900, million and we will 

plough back some surpluses from our oth­
er two Estates. So that is going to be the 
next major area where we will have land 
for sale. 

So what is going to happen about your 
criteria? 

T H Barma: "I don't think very much 
will happen because basically our criteria 
enables us to ensure that land is available 
to manufacturers directly and that the cri­
teria is being applied quite felexibly And 
that is what the Chamber has suggested 
we should do. 

"We have another suggestion. It is that 
we· should try to meet the needs of small 
industries. But we have a problem. We 
don't really wish to make any grant to a 
developer who will then construct some­
thing where smaller industries could 
come in. But obviously, if there are two or 
three with the same operation and they 
are prepared to get together and form a 
consortium and put in a bid we would be 
quite happy to consider that. 

"They would build a factory which 
they would use as joint tenants. That cer­
tainly is something we would be prepared 
to consider if we had an approach in that 
direction. But it is nof really practical for 
us to put up a facility, say for the finishing 
trade, with certain facilities and infras­
tructure and then find that nobody wants 
to take it. Then what would we do with 
that? 

"The experience of the Corporation 
has not been entirely happy when in the 
past we have constructed standard factory 
buildings and nobody wants them when 
we have them. And when we don't have 
them people say, why don't you have 
something where investors could come in 
straight away? 

"It hasn't really worked. 
"Going back to Industry Department 

days we had considered an area to ac­
commodate a few dyers and finishers. But 
the problem there has been in developing 
an Estate that would be a very expensive 
proposition with a very substantial water 
supply and associated treatment and 
sewage facilities. Land would not have 
been available at attractive rates. 

Was the problem solved by dyers and 
finishers going across the border? 

TH Barma: "Some have stayed. In 
Yuen Long we've got four grantees in the 
finishing trade. One is fairly large, just 
coming into operation now - China Dye­
ing. Three others are of different sizes. We 
can't accommodate any more beca1..1se we 
are not able to provide them with the wa­
ter they require and also facilities for the 
treatment of the water afterwards. 

"Apart from the four finishers we also 
have two other activites at Yeun Long in 
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the paper recycling business. They are 
very heavy consumers of water. We have 
only got land left for people coming in 
with a low water consumption. 

"When we were planning Tseung 
Kwan O we considered a number of sce­
narios. Finally, to ensure the cost of devel­
opment didn't become exorbitant, we had 
to come to an arrangement where we 
would have some heavy users of water 
balanced against some who would be 
I ight users. 

"I think Tseung Kwan O is going to be 
a very attractive Estate. It is going to be 
open with waterfront access. It will be 
very suitable for people who wish to 
move goods in and out bv water. 

The Land Commission makes no prob­
lem for you? 

T H Barma: "No, except on this occa­
sion we asked for the entire first phase of 
Tseung Kwan 0. We got nothing but sub­
sequently in discussion between the Ad­
ministration and the Chinese side they 
were able to do a bit of rejuggling from 
whatever was available. 

"We were given an allocation of five 
hectares. That's fine. It meets our immedi­
ate requirements. We can't wait until the 
Estate is complete before we start selling. 
It would have helped us to have the entire 
first phase allocated to us this year be­
cause we are starting to enter into agree­
ments with prospective grantees. But as 
long as we get a further grant next year -
or better still get something more later this 
year - that will help us considerably in 
our marketing efforts." 

"There is demand. There are inquiries 
for land and we are talking to people all 
the time. I am quite sure we will get the 
land. It may take a little time. I think it 
has been a quite generous allocation this 
year. I'm not too worried. But I would 
have been more comfortable if we had 
got the entire 28 hectares. Still, the fact 
we have not got it has not stopped me 
from talking to prospective clients. I have 
been told by the Administration that if I 
have very definite requirements and I'm 
able to show I can make a grant, I shou Id 
then go back and talk to the Administra­
tion. So I will talk to them at the appro­
priate time." 

Meanwhile, T H Barma is relaxing a 
little outside working hours in his post re­
tirement job. He has completed educating 
his two boys and feels he's finally able to 
indulge a little in his favourite sport. He 
loves horses and he is owner of a couple 
of them at the Royal Hong Kong Jockey 
Club. 

"I'm not an owner who can afford to 
bet heavily. I wou Id n't want to and I 
don't. My interest is in my horses," he 
says. ■
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WORKERS COMPENSATION/INSURANCE 

New maximum rates 
Need for certified wages declarations from employers to ensure burden is equitable 

T
he Accident Insurance Associa­
tion is worried that less than hon­
est employers will next year un­

der-declare their wages declarations for 
workers' accident compensation insur­
ance purposes so that they can to save on 
the 40% higher premiums they will' have 
to pay to meet , higher statutory 
compensation payouts passed by Legco. 

The Association thinks the burden of 
the higher compensation spread won't be 
equitable between honest and less than 
honest employers unless there are certi­
fied wages declarations. 

Peter J Dunn, general manager of Ea­
gle Star Insurance Company Ltd and 
chairman of The Accident Insurance As­
sociation of Hong Kong explains the Leg­
islative Council on July 22 enacted the 
Employees Compensation (Amendment) 
Bill 1993 increasing significantly maxi­
mum levels of compensation payable for 
accidents happening at work on or after 
January 1, 1994 (up to 132% for death or 
permanent disability - see Chart). The 
changes in the statutory levels of com­
pensation will be implemented on Jan­
uary 1, 1994. 

He says as a result: "We are in discus­
sion with the Labour Department to get 
its support for Certified Wages Declara­
tions from all employers in Hong Kong 
whether they are incorporated businesses 
or unincorporated businesses, sole pro­
prietors, etc." 

"The Accident Insurance Association 
employed a firm of independent consul­
tant actuaries to calculate the increase in 

liability that these changes in law imply. 
That is, the increase in payout that insur­
ance companies will have to make." 

Peter Dunn goes on to say: "To allow 
for these significant increases in compen­
sation and for other changes from this 
amendment to the Ordinance will require 
premium rates to rise by around 40% 
from January 1, 1994. 

"That impact has been spelt out to the 
various.employers' organisations and was 
acknowledged in the discussion that took 
place in Legco. It is in the minutes. So, all 
We can say is that Legco accepted that 
there would be a cost to employers for 
providing these increased levels of com­
pensation for injured workers and they 
were fully aware of that cost. And they 
have said: Okay, that's the cost employers 
have got to bear. 

Eagle Star's 
Peter Dunn 

A bit hard on the employers? 
Peter Dunn: "Hard on the employers 

but I would suspect that the lobby in Leg� 
co is now much stronger for the employ­
ees and we are now talking about a whole 
different political agenda, aren't we? 

What's a vote winner? 
"It is much the same as the discussion 

that's going on now about the establish­
ment of a central compens�tion fund, as 
we have seen in the various states of Aus­
tralia and New Zealand. "The discussion 
here will I think become very politicised 
because this will be seen to be a vote 
winner by certain members of Legco. 

"There has for some while - I think it 
goes back to 1991 - been a committee 
of representatives of various government 
departments looking at the future of 

HONG KONG MARKn RESULTS EMPLOYEES COMPENSATION 

1990 1991 

HK$MILLIONS GROSS R/1 NET GROSS R/1 NET 

% % % % % % 

Written Prem·iums l,094.7 298.3 796.4 1,291.9 +18.0 392.1 +31.4 899.8 + 13.0

Earned Premiums 1,012.1 275.8 736.3 1,255.2 100.0 381.0 100.0 874.2 100.0

Incurred Claims 730.2 72.2 307.4 111.4 422.9 57.4 958.0 76.3 373.0 97.9 585.0 66.9

Commissions 362.8 35.8 75.5 27.4 287.3 39.0 413.4 32.9 91.7 24.1 321.7 36.8

Expenses 119.0 11.8 --- 119.0 16.2 139.3 11.1 --- 139.3 15.9

Result (200.0) (19.8) (107.1) (38.8) (92.9) (12.6) (255.5) (20.3) (83.7) (22.0) (171.8) (19.6) 

Sources: Office of The Commissioner of Insurance - Annual Report 
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many things to do with employment, 
benefits, etc. One of the suggestions 
made in this committee was that there 
should be a further study of taking em­
ployees compensation insurance for in­
juries at work out of the private sector and 
putting it into a government-administered 
central fund. The basis of the argument is 
that this would be more efficient, more 
cost effective and would enable increased 
and higher benefits to be paid." 

Who would contribute to that fund? 
"I would suggest that the contributors 

to that fund would either be the taxpayer­
at-large or individual employers." 

That would cut you out? 
"It would cut out the insurance indus­

try. Where this has happened in other ju­
risdictions in the world we have seen that 
the centrally-administered Government 
funds have got into a terrible mess and 
eventually they have tried to return the 
compensation system back to the private 
sector." 

It is unlikely that the Administration 
would favour risking such a mess? 

"My personal view is that it would be 
contrary to the general direction of the 
Administration. But equally we are seeing 
some pressure for a Central Provident 
Fund, aren't we? 

11 A CPF has been discussed and there 
had been political pressure for it especial-

ly from some directly-elected members." 
"Compulsory retirement schemes 

managed and operated in the private sec­
tor are one thing and that's really what we 
have now in employees' compensation 
insurance. It is compulsory on all employ­
ers but it is managed in an efficient and 
competitive environment within the pri­
vate sector. Once you put that into the 
public sector, it is no longer competitive 
and I would suggest it no longer would be 
cost efficient. 

Nor would the government be able to 
have the accumulated locally-earned in­
surance assets that it is now planning to 
make insurance companie s retain in 
Hong Kong? 

That's right. That's another issue. I 
think an Insurance Companies (Amend­
ment) Bill has been introduced but it has 
not been enacted. I think they are aiming 
for it to be enacted before the end of the 
year. So it will be in the next session. 

"One of the things we want to stress 
about this new workers compensation 
law - and this came across in open dis­
cussion with representatives of employ­
ers' organisations - is that the present 
system is inequitable in so far as those 
honest employers (who declare whatthey 
are really paying their employees) are 
subsidising the less than honest ones 
(who dont' fully declare their payrolls). 

"It is an inequitable spread of the 
burden." ■

EMPLOYEES' COMPENSATION 

(AMENDMENT) BILL 1993 

1. INCREASE IN MAXIMUM LEVELS OF COMPENSATION

PERCENTAGE 
AGE EXISTING PROPOSED INCREASE 

A. Permanent Incapacity

Under 40 HK$620,000 HK$1,440,000 132.3% 

40 to under 56 620,000 1,080,000 74.2% 

56 and above 620,000 720,000 16.1% 

B. Death

Under 40 HK$542,000 HK$1,260,000 132.5% 

40 to under 56 542,000 900,000 66.1% 

56 and above 542,000 540,000 
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New 

legislated 

levels 

A 
merican Interna tional Under­
writers Ltd argues for sole re­
course in this  contributed article: 

The acknowledged intent of workmen's 
compensation insurance was to provide a 
no-fault recovery mechanism for workers 
suffering injuries, which were expected as 
a regrettable but inevitable outcome of 
the industrialised working environment. 
Due to the relative bargaining strength of 
the employer's position in negotiating 
with the injured employee, it was felt nec­
essary to legislate the levels of awards 
which were due the employee to ensure a 
quick settlement based on loss of earn­
ings, eaming capacity, and costs of medi­
cal care. 

In return for the statutory benefit both 
the workers and employer agreed to give 
up certain traditional Common Law 
rights: the employer his right to defend 
against liability; the employee his right to 
seek damages which quantum is in excess 
of the legislated levels. 

One exception to this no-fault agree­
ment was the circumstance of gross, wil­
fu I or wanton negligence on the part of 
the employer. In such cases the right of 
Common Law recovery remained intact 
for the employee to sue for damages, 
such as an injured person would seek 
damages from the driver at fault in the 
event of injury suffered due to an auto­
mobile accident. 

Outside Hong Kong the contradiction 
between the right of no-fault recovery and 
right to sue for damages was usually ad­
dressed by a limitation of an injured par­
ty's avenue of recovery to either the legis­
lated WC benefit or the suite for common 
law damages. This concept is referred to 
as the "right of sole recourse," serving to 
limit Common Law actions to the most 
grievous of circumstances. 

The sole recourse provision makes 
sense when legislated WC benefits are 
fair and adequate in compensation in­
juries suffered at work. Once the employ­
ee agrees to accept the WC benefit he 
gives up the right to sue for Common 
Law damages. Alternatively, if he wishes 
to pursue damages he must forego the 
legislated benefit - his action for damages 
will solely be based upon the merits of 
the case. In return for the opportunity of 
greater reward, the employee risks a less­
er return should the Court so determine. 
This is the system in most US states as 
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well as Singapore. 
It is not the case in Hong Kong, where 

an employee can first accept the legislat­
ed benefit and then also sue for addition­
al Common Law damages. In such cases 
if the Court determines the damages due 
the employee exceed the statutory award 
then the employer must pay the differ­
ence. if the Court determines the dam­
ages due are less than the statutory 
award, there is no return by the employ­
ee but the question of legal cost rem,ains 
open. 

Due to the historical low level or statu� 
tory benefits in HK there has been an in­
ordinate amount of Common Law activity 
resulting in damages which exceed the 
statutory benefit by a large margin. This is 
perhaps one of the reasons for which the 
Labour Department has proposed an in­
crease in benefits which at face value ap­
pears excessive at 1 00%. 

Arguably, any change in the statutory 
ordinance should be considered in con­
junction with a revision in the availability 
to workers of the dual recourse of both 
statutory benefit and Common Law dam­
ages. If the benefit levels are adequate 

there should be no need for Common 
Law action unless gross negligence war­
rants additional damages - in which case 
the need for the statutory benefit is elimi­
nated (i.e. the Court would award.suffi­
cient damages). If the benefit levels are 
not adequate to satisfy true loss of income 
and medical expenses where no gross 
negligence exists necessitating Common 
Law pursuit of additional damages, then 
the benefit structure itself must be 
changed. 

A system of sole recourse would re­
sult in a significant savings in the cost of 
providing for workers injuries by elimi­
nating the heavy costs associated with 
allegations and defense of Common Law 
action. Recent indications show that by 
the time a Common Law action is heard 
(often four years or more from the date of 
the accident) external costs represent 
40% of the total of ·award pi us costs. 
These are costs for investigation, expert 
opinion, and both plaintiff and defense 
Counsel, as well as Court costs. Assum­
ing the value of awards would no"t vary 
significantly under a fair statutory benefit 
structure the overall costs of statutory re-
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covery would be only 70% of costs of re­
covery under Common Law. 

Under the new benefit ceilings pro­
posed by the Labour Department a back 
injury in HK could generate a higher 
award than many US states, and would 
represent three times what that same 
award would be in Singapore. The maxi­
mum death benefit would be three times 
that of Singapore and very close to that in 
California and Texas. There is nothing in­
herently wrong with existence of such 
comparatively high benefit levels, but the 
question must be raised: with such bene­
fits should Hong Kong adopt a system of 
sole recourse? It does not remove an in­
jured worker's right to sue, rather it cre­
ates the option between simple recovery 
of a known, fixed amount with no ques­
tions of responsibility, or a traditional 
Common Law pursuit of unlimited dam­
ages in which the Employer's defenses 
are reinstated. 

Only in such a system will the original 
intent of statutory worker's compensation 
-a low-cost no-fault recovery mecha­
nism-be recreated in HK, the American
International Underwriters Ltd. says. ■

Enhanced information access 

S
tarting September, 
Chamber members 
will be able to enjoy 

a new, free, and very user­
friendly, service designed for 
them to efficiently receive 
specific information. 

PHONAFAX will allow 
members to retrieve, by fax, 
a variety of information and 
data available on the Cham­
ber's Notice Board, simply 
by following a short phone 
dialling procedure. 

The text of the requested 
Chamber file will then be 

automatically transmitted to 
the member's designated fax 
machine. 

Retrieval by PHONAFAX 
means that members can se­
lect which detailed informa­
tion they want to receive -
this will alleviate much of 
the paper informatio-n that is 
sent in Chamber mailings. 

This· means we shall be 
phasing out some of the 
mailed circulars in favour of 
this new, more efficient and 
more environmentally-friend­
ly method of communication. 

The Chamber PHONAFAX 
Notice Board will contain a 
menu of contents (each with 
an identifying PHONAFAX 
file number) including: 

• Weekly Events Pro­
gramme (sti II to be faxed 
each weekend) 

• Chamber Calendar
of Committee Meetings/ 
Activities 

• Event (luncheons, mis­
sions, etc.) back-up, detailed 
information, with reply form. 

• All Other Newsletters
• Import & Export Trade

Enquiries 
• LegCo: New gazettals/

motion debates 
• Ecnomic briefings and

data. 
We shall be mailing to 

members later this month an 
explanatory circular, plus 
an Easy Guide to PHONA­
FAX for both executive and 
secretarial use. 

AND, there'll be a 
PHONAFAX "Hot Line" to 
answer your queries when 
the service becomes opera­
tional next month. ■ 
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National Mutual 

NATIONAL MUTUAL CENTRAL PROVIDENT FUND 

► Employees are your greatest asset. But as 

time goes by in Hong Kong, it's becoming

increasingly difficult to not only attract

high calibre staff, but also retain their

valuable services.

One effective way to achieve these goals 

is to offer employees a Provident Fund. 

It's a mutual admiration society, 

benefiting both parties. 

There's long-term security for your staff 

and tax deduction benefits for your company. 

National Mutual provide a simple-to­

administer Central Provident Fund. There's 

no red tape and rules and regulations to 

plough through. Any company or employer, 

big or small, can participate. 

National Mutual are one of the largest 

insurance groups in the world. The groups 

worldwide assets under management total 

over US$25 billion. We're committed to 

providing Hong Kong people and companies 

with Savings and Insurance options that 

are tailormade for all bucfgets and lifestyles. 

The Best 
News 
For 

Employees 
Since 
Public 

Holidays 

M\ 
National Mutual 

Because It Always Pays 
To Plan Ahead 

Clip the coupon for more information 

on our Employee Retirement options or 

call 519 1557 for enquiry and find out how 

easy it is to give your employees something 

even more exciting than public holidays to 

look forward to. ■ 

r - - - - - - - - 7

Tick whichever box applies. 

I D I am interested in meeting with a representative I 
of your company. 

D Please send me detailed information 

NAME: __________ _ 

COMPANY: ________ _ 

POSITION: ____ _____ _ 

ADDRESS: _________ _ 

TEL.: _ _________ _ 

Post coupon to National Mutual Insurance Co. (Bermuda) 
Ltd., Employee Benefits Division, 21/F National Mutual 

L 
Cen::, 151�louc�r Ro� Wa:iai, �or� 598_:_502 _J

It should be noted that unit prices and 

rates of investment return may fall as well 

as rise. 
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Revised premiums 
Green paper will send up health care insurance 

E
dward Lau, Agency Vice Presi­
dent at Manulife says: "We main­
ly sell life assurance and we re-

cently made an agreement with Swire to 
market Taikoo Royal's products as well as 
our own. We have a field force of over 
1200 agency people. They are all fulltime 
in selling our products and when there's 
an opportunHy they also sell Taikoo Roy­
al's general insurance products. 

"My job is sales distribution channel 
management. I manage our agents, moni­
tor their sales results, look at compensa­
tion and monitor the market. 

"This is my second job in life. Actually 
I been in Manulife for 11-12 years. Prior 
to that I worked for another life insurance 
company. Altogether I've been working 
for over 1 5 years. 

"I was born and got my secondary ed­
ucation in Hong Kong. The whole family 
moved to Canada where I got my first 
university degree in computer science 
and my second degree in business ad­
ministration. The first insurance compa­
ny I worked for was in Canada. Then I 
worked for Manulife and was transferred 
back to Hong Kong eight and a half years 
ago. 

"I guess my original intention was to 
do two years here to help Manulife set up 
its computer department. Now I have 
been here eight and a half years. Obvi­
ously I have been enjoying it. 

"Manulife is the largest insurance 
company in Canada. There are two big 
insurance companies in the Hong Kong 
market. They are National Mutual and 
Manulife. Between us we must have a 
market share of something in the range of 
75% of the total market. 

"We have hospital care products on 
both the individual side as well as the 
group side together with life assurance. 
From our viewpoint the Green Paper 
moving up the bed rate from HKD43 a 
day to something like HKD400 a day is 
quite a lot of money. 

"And we always advise our clients to 
be properly insured. 

"In general most life insurance compa­
nies that have medical health products 
review the benefit in the product every 
year to ensure that our products match 
the needs of our clients. We modify our 
products accordingly every year. 

"So it is likely that, if the Government 
is going to implement its proposed in­
creased bed fees then most insurance 
companies will have to revise their fees 

Manulife's Edward Lau. 

and benefits to accommodate the new 
situation. 

Are you surprised at what the Green 
Paper proposal portends? 

"I am not surprised that the Govern­
ment will increase the bed fee. But I'm a 
little surprised at the rate of increase. I 
don't expect they will go from HKD43 to 
HKD400 in one leap but rather by some­
thing like HKD43 to say HKD200. I see a 
more gradual increase. 

The Government is eventually going 
to get out of the business of subsidising 
health care? 

Edward Lau: Yes, I think that's true. 
That's happening everywhere in the 
world where health care is getting more 
and more expensive. The Government 
cannot continue to do a full subsidisa­
tion. But I hope that the Government will 
increase their charges gradually so that 
the people can afford it and plan it prop­
erly rather than be faced with a one-shot 
10-times increase.

You would be concerned that where
companies provide benefits they will re­
view their group schemes and ensure 
their employees are properly covered? 

"I'm sure the insurance companies 
will look at what the Government's new 
fees will be. Whenever we look at bene­
fits we always look qt what the Hospital 
Authority's recommendation is. The Hos­
pital Authority wi 11 have some recom­
mendation and basically we will look at 
that and price our benefit accordingly. If 
the Government is going to do it gradual-

ly it will be easier to get the client outside 
to accept that.'! 

Health insurance is going to go up in 
price. How much do you think for a start? 

"I think it is anybody's guess. I would 
say in gener.al from what the Govern­
ment's looking at, I would not be sur­
prised to see the bed rate go up one or 
two times every year. I 'm a little con­
cerned about that. But then I can under­
stand the Government's situation." 

It is throwing a lot on to the employer? 
"It does. The Government is also com­

ing up with mandatory employee pen­
sions. The Government is beginning to 
ensure the employee is fully protected. 
The economy is growing but at the same 
time the employer has now to sit down 
and think about what benefits he can af­
ford to give his employees. The concept is 
in the. right direction but on the subject of 
its implementation different people think 
differently." 

Do you think there will be a CPF? 
No, I don't think so. Pensions will not 

be administered by a central government 
agency when there are many companies 
outside in the private sector which spe­
cialise in doing that. I see the provision of 
benefits being given to the insurance 
companies, banks and financial institu­
tions to bear the administrative burdens. 
The Government will set the environment, 
the rules and regulations as to how it 
should be done, but the real implementa­
tion is likely to be in our financial centre." 

Will it be compulsory? 
"I think it will be. But how big may be 

the compulsory area could be a different 
story. 

It's another blow to the employer? 
"Yes, an added cost to the employer. 

The reason why the Government is step­
ping in is that because they feel pensions 
should be provided." 

Are pension funds already multiplying? 
"I think every employer is now waiting 

to see what the Government is going to 
come up with. They dont' want to rush 
into any s.cheme. The Government has 
aroused the attention of employers but the 
rules of the game have not been pub­
lished yet. As a result a lot of employers 
are hesitate to put their money into any 
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particular _pension fund without knowing 
what the �overnment regulations will be. 
I'm sure that once the Government legis­
lates on pensions, pension funds are go­
ing to grow." 

Where do see Manulife's role? 
"We have been in the pension busi­

ness for a long time. We have servicing 
experience that we can provide.'We have 
the investment background that we can 
provide for the employer. We are in it al­
ready. We are experts in the pension area. 
It is a substantial part of our business." 

"What an employer needs to decide is: 
i) What company he should put his

money in? 
ii) Where his investment will be secure

with good sound financial backing and 
good service? 

You would be of service to the small 
and medium sized rather than the large? 

"Well, in general our current pension 
plan averages 50 people but we do go up 
to thousands of employees. So we have 
quite a few big groups. 

How soon do you think there will be 
some resolution on pensions? 

"We are hoping the Government will 
be able to lay all the cards on the table to­
wards the end of the year. 

What do you mean when you say lay 
all the cards on the table? 

"I think there are a lot of things we 
need to know. For example, how much 
can be rolled over if someone decides 
to change his job? All details, like this, 
have not been finalised." ■ 

Medical costs inflation 
High growth rate and the need for co-insurance schemes 

B
y shifting some people from the 
H KD43 bed to a new dearer 
class of hospital bed, as outlined 

in the Government's new Green Paper on 
health care, the Government eventually 
will recoup more money to meet medical 
costs inflation. But that will increase the 
need for more small and medium size 
employers to provide co..:insurance health 
care benefits schemes. 

Peter Williams, general manager em­
ployee benefits, at National Mutual Insur­
ance Co. Ltd., says that trend has begun .in 
small and medium size firms. 

He thinks Chamber members 
should be aware of  the high growth of 
medical costs inflation and he advises 
them to have co-insurance schemes 
with their employees that tend to limit 
uti I isation. 

Peter Williams says it is a bit too early 
to comment in detail on the green paper. 

He begins an interview with The
Bulletin by asking when will the Govern­
ment be bold enough to introduce some 
form of scheduling of fees for medical ex­
penses in the private sector? 

He says there is now no common 
ground nor indication of what medical 
fee structures are. 

"In other words if you go into hospital 
for an operation in the private sector your 
bill is a lottery depending upon what the 
surgeon thinks you can pay." 

Peter Williams says: "Setting a com­
mon insurance scheme or standard of 
benefit would prove difficult without 
some form of scheduled fee." He thinks 
ultimately this issue of fees will emerge. 
The unanswered questions has been 
around for a long time. 
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National Mutual's, Peter Williams 

Does the new Health Care consulta­
tive paper suggest medical fees are going 
to be heavier? 

Peter Williams: "The Government 
has a need long term because of higher 
medical technology costs, because of 
greater local adaption to Western 
medicine and because of the unregulat­
ed medical market. 

"The Government has a need to intro­
duce something which will control its ex­
posure to long-term costs. 

"You have inflation and you have 
medical inflation that will lead eventually 

to incredible pressures on Government 
expenditure. But those pressures will not 
emerge in the next three or four years. 

"From a political point of view, the 
Government does not have the pressure 
on it that it would have if its finances had 
not been in such good order in terms of 
raising tax, in terms of Budget surpluses 
and in terms of inflation on tax revenue. 

"But if some of those things were to 
change in the longer term enormous cost 
pressures will surface. 

Should this be putting more pressure 



on firms to insure health benefits for staff? 
"Businesses have three pressures in 

Hong Kong: 
• The full employment pressure. That

puts pressure on employers to give more 
and more benefits to their employees. 

• The increasing sophistication of the
work force and its demands for better 
and better treatment. That also puts pres­
sure on employers to provide more 
benefits. 

• Inflation. Medical inflation, which
probably runs at 75% higher than normal 

inflation, puts an even greater pressure 
on employers. 

"Full employment is driving demand 
for more employees to be covered. Then 
you have what I call medical inflation 
pushing the cost to employers up signifi­
cantly. Added to that you have a greater 
utilisation of health care benefits, driven 
by the greater acceptance of Western 
medicine. It increases the number of 
times people go to doctors which in turn 
increases the cost pressures that insurers 
pass on to employers. 

INSURANCE 

That means more firms have to come 
to people like you? 

"The medical insurance business is ex­
panding. The growth rate a year of people 
covered is around 10%. The medical in­
flation cost is growing around 18-20%. It 
is grossly different to your 9-10% inflation 
cost as measured by Government. 

"We take.these measurements by look­
ing at hospital charges, clinical charges 
and surgical _charges. So there is growth 
in terms of people and there is the extra 
pressure of cost growth. 

Mexico extends deadline 

M
exico has extend­
ed the dead Ii ne 
for final submis­

sions against its anti-dump­
ing measures imposed on 
Apri I 1 5 on 14 categories of 
China-made goods. 

The sudden imposition 
of heavy countervailing du­
ties on toys, footwear, tex­
ti I es and garments, bicy­
cles, chemicals etc. has re­
sulted in estimated losses 
of millions of Hong Kong 
dollars to Hong Kong ex­
porters of these China­
made products. 

The Chamber flew in 
consultant Luis Bravo Aquil­
era to help exporters pre­
pare their complaints 
against the Mexican anti­
dumping allegations. 

The original deadline for 
complaints was June 30. But 
Chris Jackson, Acting Direc­
tor General for Trade flew to 
Mexico City to meet Mexi­
can Government officials on 

a number of issues, includ­
ing the anti-dumping actiori. 

In a letter to Chamber 
Chairman Paul M F Cheng 
on his return, Chris Jackson 
says: "It was made quite 
clear to me that despite the 
strong representations made 
to the Mexican Government 
by the governments of the 
PRC and Hong Kong and by 
many US importers and re­
tailers with business inter­
ests in Mexico, the Mexican 
Government considered that 
it had no option but to pro­
ceed with the case. 

"The Mexican Govern­
ment considered that large 
and rapidly increasing im­
ports of low-priced goods of 
China origin had made it 
politically imperative to take 
a broad-ranging safeguard 
action to protect its manu­
facturers; and that it felt it 
necessary to introduce mea­
sures with almost immediate 
effect to avoid a further 

surge of imports. 
"You may be sure that I 

replied to each of these 
points. But the Mexican 
Government insisted that 
the best way for Hong Kong 
to proceed was to ensure a 
good response from Hong 
Kong trading firms to the in­
vitation to submit relevant 
data demonstrating that the 
provisional anti-dumping 
duties should be reduced or 
removed. 

"The deadline for sub­
missions in the preliminary 
review is 30 June, as we 
know. The deadline for sub­
missions to a final review is 
10 November 1993. Firms 
which do not make submis­
sions in the preliminary re­
view may do so in the final 
review. 

"Formal submissions 
made by the 10 November 
deadline must be in Span­
ish, though informal corre­
spondence and preliminary 

data may be submitted in 
English." 

Chris Jackson said the 
Trade Department was ar­
ranging a translation into 
English of the Spanish lan­
guage questionnaire that 
had to be submitted by 10 
November. 

He said: It was empha­
sised to me that Hong Kong 
firms could submit a cover­
ing letter providing addi­
:ional and perhaps more 
general ionformation as 
evidence of their fair pric­
ing; that Hong Kong firms 
could make submissions in 
groups or singly; that the 
submissions cou Id cover 
one or many product items; 
and that, while employing 
a lawyer or other anti.: 
dumping expert might help 
it was by no means neces­
sary." 

The Chamber has issued 
a circular to members on 
this subject. ■
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INSURANCE 

Learn the latest 

business methods 

supermarkets. How is it done? 

I
n today's business, in­
formation is power. To 
be able to communi­

cate effectively and quickly, 
businesses need to automate 
their communication sys­
tems, changing from a paper 
to a paper-free or paperless 
environment. 

Article numbering and 
bar coding - and the scan­
ning of these bar codes - is 
a familier sight in supermar­
kets in Hong Kong. But the 
use of article numbering, 
bar coding and scanning is 
not limited to groceries or 

Bar code symbols and ar­
ticle numbers can represent 
data about more than gro­
ceries. They can represent a 
service or a location and 
scanning is a fast and reli­
able way to capture these 
data. Article numbering, bar 
coding and scanning can be 
used in any business. 

You can learn how you 
can increase your business 
efficiency and your produc­
tivity from article number­
ing, bar coding, scanning 
and EDI when the Hong 
Kong Article Numbering As­
sociation (HKANA) h-olds its 
three-day conference from 
October 4-6. 

standing of what article 
numbering, bar coding, 
scanning and EDI are about 
and how you can apply 
these to your business; and 
then, rounding off with spe­
cific case studies so that you 
can see how real businesses 
are now applying these 
tools. 

• You can register for the
HKANA Conference '93 and 
learn the late�t is business 
methods by getting in touch 
with Shirley Chan at the 
HKANA, tel: 861 2819, fax: 
8.61 2423. ■

And article numbering, 
bar coding and scanning can 
be used with electronic data 
interchange (EDI) to conduct 
your domestic and interna­
tional business transactions. 

The conference is care­
fully designed. It starts you 
off with a foundation on 
business strategising with In­
formation Technology (IT); 
then building your under-

Peter Williams says insurance com­
panies are under two pressures. One: 
It's good to get increased business. Two: 
It's very hard to pass on the price in­
creases. 

"Companies are under many cost pres­
sures in Hong Kong: Rent, labour, etc. 
Not all health insurance compan'ies in the 
market make a profit. My estimate is that 
40-50% do not make a profit. It is a fine
margin business.

He said the friendly societies that exist­
ed in the West never existed in Hong 
Kong. The situation was quite different 
and the market involvement has been 
quick. You have gone from a total re­
liance on a Chinese medical system of 
herbists and. an indigenous type of self­
help system where people were used to 
paying, to one where you have Western 
medicine. The reluctance to go to a West­
ern hospital·is changing. 

"The rapid change means that to 
provide the needs that arise you end 
up with commercial organisations
rather than friendly societies doing the 
providing. 

..,. 

"More and more companies are pro-

viding more and more health benefits. 
" Employers in the General Chamber of 

Commerce need to be aware of medical 
inflation in Hong Kong.They should not 
have any expectations that any quick re­
lief will come from from anything that's in 
the Green Paper. 

"If anything, introducing eventually 
an extra class nf bed will give Govern­
ment the Of:>portunity to recoup some 
costs. By shifting some people from the 
HKD43 beds there will be a further need 
for insurance. 

"The greatest fear is not the-costs of be-:­

ing in hospital. It is the fees charged for 
surgical procedures. They are the big tick­
et item. They are under no control and by 
world standards they are high. The fees 
for a private bed in a hospital are reason­
able by world standards. 

"For employers there is a strong mes­
sage that they should understand. And 
that is the benefit of having some form of 
co-insurance with their employees. 

"In other words if they insure 100% of 
the benefit, I can assure you that their 
costs for the times that people utilise med­
ical procedures will be much greater 

SPECIAL REPORT 

than someone who does it on say an 80-
20 basis, where the employer reinburses 
80% and the employee has to make a 
contribution. 

"So there is a strong message to em­
ployers: Where they have current insur­
ance to maintain it and where they don't 
to think about it. Because it is probably 
the best method of having their workforce 
appreciate - and use sensibly - a staff 
medical insurance scheme.· 

"We think pretty well all the large and 
medium-size firms now have something. 
The change is coming in the medium and 
small size firms. I would think that some­
where around 35% of employees in Hong 
Kong have some form of employer-spon­
sored medical cover. 

Some of the forms of coverage are to­
tally inadequate when you compare what 
the costs are and the benefits that are de­
rived. People are under-insuring. The em­
ployer may be telling his employees he is 
providing private-bed coverage with a re­
imbursement of HKD800 a day. But when 
the employee has the emergency and 
goes into. hospital he finds his costs are 
HKD2,000 a day. ■

SEPTEMBER NETHERLANDS 
TELECOMMUNICATIONS 
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54 The Bulletin August 1993 

CHINA 
TOURISM/HOTEL 



SINGAPORE 

Interdependent twins 
Singapore, Hong Kong can be bases for South and north Asian markets 

M
rs Sng Sow-mei, Centre Direc­
tor/Counsellor (Commercial) of 
Singapore Trade Development 

Board (STDB), says Singapore and Hong 
Kong are like twin cities that are highly in­
terdependent on each other. 

Mrs Sng says the Singapore trade with 
Hong Kong has been very steady over the 
last three decades and has grown substan­
tially, with an average annual growth of 
about 14.6%. 

She says: "Last year, Hong Kong was 
Singapore's fifth largest trading partner. 
We have a total trade of SGD11.7 billion, 
which is about 5.3% of Singapore's global 
trade. 

"We imported SGD3.6 billion from 
Hong Kong qnd exported SGD8.1 billion 
to Hong Kong. 

"So we have a trade surplus with Hong 
Kong. A trade surplus that has increased 
from SGD3.9 billion in 1991 to SGD4.5 
billion in 1992. 

Mrs Sng says in the past, Singapore ex-
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ported a lot of petroleum products to 
Hong Kong but there was a significant 
growth in the non-oil exports last year. 

Major non-oil products were items like 
electronic valves, telecommunication 
equipments, data processing machines, 
video and sound recorders, electrical ma­
chinery and some high value products. 

Imports from Hong Kong mainly in­
clude equipment for the office and data 
processing machines, electronic valves, 
cotton fabrics, watches and clocks, elec­
tronic circuit apparatus, telecommunica­
tion equipment and data processing ma­
chines. 

Mrs Sng says: "Apart from trade, there 
is also cross investment between Singa­
pore and Hong Kong. Singapore compa­
nies set up operations here for the China 
market as well as the Hong Kong market. 

"Singapore companies which set up 
operations in Hong Kong use Hong Kong 
as their eyes and ears in the China market. 

"Singapore companies are also look-
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ing to Hong Kong as a good base for busi­
ness opportuni_ties. We are looking at the 
Hong Kong infrastructure programme, 
such as the new airport, the port facilities, 
the tunnels, etc. 

"We could joint venture with Hong 
Kong, provide our technical and-manage­
ment knowhow, act as contractors or sub­
contractors and supply materials. 

"Similarly, Hong Kong companies 
could use Singapore as a base to form 
joint ventures with Singapore partners for 
the infrastructure projects in' other South-
east Asian countries. · · 

"They can look to Singapore for a joint 
venture partner to invest in Vietnam or in­
vest in other parts of Southeast Asia, etc. 

"The position of Singapore and Hong 
Kong is very important to most business­
men. They are like twin cities. We are in­
terdependent on each other." 

Mrs Sng says Hong Kong plays an im­
portant role for Singapore as an entrepot 
to China. 

1 ft!! fr,riT tJ �@.ffi 1JP• ����A�� 
�WJ�Jlfi¥J52�ft!!�� 0 

1ffi1Jri•�•m139�{ft3f�•� , mr,

J1itWR�1:.89�m , liffi��li:1:Y ' J�R 
±•�·••�ffi�•••139•□•a�• 
�T!!�S9fel@. 0 

1��,ffi�-�-ffi52�*fi¥139:m 
�-□-,@�=�M'"P�W���*R 
-�fiH£.,ffi�-89fi¥H£*••
�

0 @�-�@,ftm�•MW"P��fi139
H£m•�,•wz,•m�TftmW¥H
£89•□- 0 J

��ffi�-139W¥H£■&An+n• 
7C'�*s�z=�:ftoffi���i:p��□ 
��■ffi=+�m5c,[q]�W□�i:p�S9� 
�■ffi+A.5f;o 

ffiR±m: 1ffi1Jp-�i:p�ffit*�£ 
9ff,@i:p���ffi�••+-*•a• 
f=!= 0 J 

ffi�±ZJFffiE!ft;ffi;!JP.li¥H£�j:: 

The Bulletin August 1993 55 



OUR NEW REGIONAL FREIGHTER SE 

Singapore Airlines Cargo has introduced a B737 freighter that is exclusively dedicated to serving Asia. 

PENH, MADRAS, DHAKA, BANDAR SERI BEGAWAN, BANGALORE, HO CHI MINH CITY, SURABAYA 

Asia and the world closer together. Worldwide, we offer a total cargo capacity of over 70 million 

5 continents. So you can be sure we've got what it takes to fly your cargo to the right place at the right 



ICES NOW TAKE IN MORE OF ASIA. 

With this regional freighter, we offer more capacity to SINGAPORE and from Singapore to PHNOM 

and other Asian points. Connected to our extensive passenger and B7 4 7 freighter network, we bring t, 
tonne kilometres per week to 69 cities in 41 countries across s1nCiAPORE

CARGO I AIRLlnEs 

time. For more information please call 769-8613 or fax 796-9458. w E, v E Go 1 w HA 1 11 1 AKE s 



"In the past, Singapore was a strong 
entrepot for other Southeast Asian coun­
tries with China. But about three years 
ago China started direct trading with these 
countries and Singapore's trade with Chi­
na fell. On the other hand, our trade with 
China via Hong Kong has increased. So 
Hong Kong has become our·entrepot with 
China." 

Last year, Singapore's trade with China 
amounted to SGD.5.5 billion, representing 
a growth of 2.9%. Singapore imported 
SGD3.7 billion from China and exported 
SGDl .8 billion to China. 

Mrs Sng says: "Singapore was China's 
seventh largest trading partner while Chi­
na was Singapore's 11th largest trading 
partner." 

Mrs Sng gives a brief 'history of the 
Sino-Singaporean tra.de: 

"During the 1970's, Singapore played 
a very distinctive role as an entrepot for 
trade between China and between South­
east Asia, with an annual volume averag­
ing SGD700 million. 

"In the 1980's, there was a significant 
transformation resulting in a four times 
jump in tr�de volume. That was when 
China embarked on its open door policy." 

According to the trade statistics pro-:­

vided by the Census & Statistics Depart­
ment, products of China origin exported 
to Singapore via Hong Kong increased 
from HKD123 million in 1970to HKDl .2 
billion in 1985. Last year, imports from 
China to Singapore via Hong Kong 
amounted to HKD6.5 billion. 

Mrs Sng says the Hong Kong office 
promotes bilateral trade between Singa-
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pore and Hong Kong and Singapore and 
South China. Enquiries handled by the 
Hong Kong office include sourcing of 
products and services and trade generat­
ing investment opportunities in,tf,is re­
gion. 

On trade generating investment, TDB 
Holding, which is the investment arm of 
the Singapore Trade Development Board, 
has invested in a conglomerate called the 
New China Hong Kong Group. 

"Through this channel, we hope we 
could be able to network with major 
Hong Kong and Chinese companies to 
identify good business and investment op­
portunities in Hong Kong and China. 

"On product and service promotion, 
annually we participate in several exhibi­
tions in Hong Kong. Our companies 
come here to exhibit their products, to 
display their production capabilities and 
services with an eye on China. 

"There is Chinese participation in most 
of the big exhibitions in Hong Kong. This 
is one of the channels to use to expand 
our trade with China." 

Mrs Sng says the STDB office in Hong 
Kong also helps Chinese companies to es­
tablish their presence in Singapore. 

"We are also promoting international 
trading and shipping companies to set up 
operations in Singapore, using Singapore 
as a base for international trade and as 
shipping hub. 

"Some of _the Chinese-owned compa­
nies in Hong Kong are also looking for 
opportunit�s in Singapore to expand their 
activities in Southeast Asia and on the In­
dian subcontinent 
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SINGAPORE 

"We have close contacts with these 
companies. We provide them with infor­
mation on how to set up operations in 
Singapore as well as information on Sin­
gapore trade with Hong Kong and China. 

Mrs Sng predicts that the Singapore 
trade with Hong Kong and China will 
grow. 

"The region is growing spearheaded 
by China because of its vast market. 

"The living standard of China is im­
proving. People have more cash now. 
The purchasing power is higher. This is a 
market we cannot ignore. 

"Apart from trade, we could also par­
ticipate in China's infrastructure develop­
ment, providing our technical and man­
agement knowhow and supplying mate­
rials. 

"Hong Kong could be joint venture 
partner in our China ventures. 

"The two cities have got many similar­
ities and the Chinese market is too big for 
only one party to handle. So the trend of 
the triangular arrangement will continue 
to bear fruits. 

"There is also opportunities for joint 
ventures with Chinese companies to set 
up operations in third countries: 

"This includes collaboration w-ith 
small and medium size industries, the so­
called township enterprises in China that 
have become the new wave of China's 
economic growth. 

"These township enterprises have 
been developing very rapidly and they 
are also looking for overseas opportuni­
ties. They hope they can also set up oper­
ations in third countries for expansion." ■
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No.48 Shamian Nanjie, Guangzhou, China. 

TEL: 8886018 FAX: 8862442 

CABLE: "Byproducts" Guangzhou China. 

TELEX: 44373 KABB CN 

POSTCODE: 510130 


