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ocal business leaders - the employers and wealth creators in the community - have already been branded
I as a heartless group because of their opposition to the Ol Age Pension Scheme (OPS).
Yet such ill-informed accusations are unfair and misplaced.

Employers are not against the OPS because they want to protect their own pocket-books and believe people
without financial support in their old age should be thrown on to the street.

Far from it. The employers position is and always has been that there should be a minimum standard of finan-
cial support provided those who reach old age without independent means.

Preferably this should be provided by Government as welfare, paid from general revenue, be means-tested
(available only to those who need it) and provide a minimum living standard.

At the same time, employers should be given the incentive and direction to provide occupational retirement
schemes for their employees which are sound and well regulated by government.

And those still in the workforce should be encouraged to enter these to enable them to provide financially for
their own future lifestyle when they ultimately retire.

Anyone suggesting that the business community and employees must be on opposite sides of the debate over
the Government’s proposed OPS misunderstands the issue.

The business sector’s arguments are not about whether needy elderly in the community should be provided for,
but how that provision should be made and at what cost to the community.

The first problem with the Government’s proposed OPS scheme - or what is known about it so far - is that con-
fuses the need to provide welfare for the elderly with retirement pensions.

The two are entirely different. The Government has set out to design a horse and ended up with camel.

The second major problem is that because it is not means-tested and because the population is ageing, it is go-
ing to be costly scheme to fund - extremely costly the more years we look ahead.

A third problem - and this stems from the second - is that it is pay-as-you-go scheme, in that what money
comes in immediately is paid out to beneficiaries, so there is no saving element.

Make no mistake, it is not just Hong Kong employers who will be concerned about the Government’s proposal
for an Old Age Pension scheme (OPS) for the territory.

It is likely that a large number of local employees will also going to get an awful fright when they become fully
aware of what the Government's proposed OPS means to them.

This will become clearer when the expert consultancy group brought in by the Government to evaluate the
proposed OPS, the Wyatt Company (HK) Ltd, reports on its feasibility.

As the scheme is presently understood, however, it will involve a pension paid to everyone in the community
over a certain official retirement age, probably 65 years. It is proposed that pensions will be indexed to wages to
maintain them at a rate of 30 per cent of the median wage, at present about $2100 a month.

It will be paid for from contributions from employees and employers, with the Government having suggested a
rate of 6 per cent of wages - 3 per cent each from employers and employers.

The Government will also contribute present payments for the old age allowances and social security pay-
ments to the scheme (about $3.3 billion), as well as contributing as an employer of labour through the civil service
(about $700 million a year).

The Government estimates that in its first year of operation the scheme will raise enough money to cover the
cost of the immediate pay out in pensions, some $13 billion.

Calculations carried out by the Chamber, however, suggest the cost of the scheme will rise rapidly and will not
be able to be covered by the funds raised according to the Government plan.

The Wyatt company feasibility survey should shed further light on this aspect of the scheme.

But the preliminary figures suggest that the OPS, as it is presently anticipated to operate will not work without
higher contributions (from the private sector or Government), or the payment of lower benefits, or changing eligibility.

It is for this major reason that the employer groups, led by the Hong Kong General Chamber of Commerce,
have come out in opposition to the scheme.

The big problem will the scheme is that it is to be a universal scheme, paid to everyone in the community
whether they have contributed or not and whether they need it or not.

In other words, it will go to the richest in the community as well as the poorest, and this adds tremendously to
its overall cost on the whole community.

The Chamber believes it would be hetter to have a Government scheme that looked after the needy elderly in
the community and not one that pays benefits to rich and the poor.

Such a scheme would be more cost effective and probably allow better benefits to be paid to those truly in
need. The rich could look after themselves, either through their own assets or by joining private sector pension
schemes (as many already do).

Fortumately, the OPS scheme proposed by Government is still in the arena of public
debate, and there are still opportunities to have it altered.

Fortunately, too, it is the subject of three hurdles - the Wyatt feasibility study,
Community endorsement and consultations with the Chinese Government (as its
effects egtend past 1997).

Meimbers can be assured that the Chamber will be monitoring and com-
menting @n progress of the scheme every step of the way.
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Import & Export: Plastic shoes, Wholly-plastic shoes, Sport shoes, Slippers, etc. and shoes
made of all kinds of materials, Caps, Travelbags (schoolbags is excluded), Suitcases,
Working gloves, etc.
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GUANGZHOU LIGHT INDUSTRIAL PRODUCTS
GROUP FOOTWEAR, HEADGEAR, SUITCASES &
BAGS IMPORT & EXPORT COMPANY

LEGAL REPRESENTATIVE: LI WEI QUAN, MANAGER
Add: 87, THE BUND GUANGZHOU CHINA

Tel: 3337522, 3337550, 3338287

Cable: INDUSTRY GUANGZHOU

Telex: 441073 GZLIFCN

Fax: 3337697, 3339145
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William Fung new
Chamber Chairman

Four re-elected and three newly-elected members of the General Committee

illiam Fung (Li & Fung) is
the new Chairman of the
Chamber, succeeding Paul

Cheng.

The 24-member General Commit-
tee, that included four re-elected and
three newly-elected members, elected
their First. Vice Chairman to the chair-
manship at a meeting immediately fol-
lowing the 1994 Annual General
Meeting (AGM) on April 26.

The General Committee meeting,
after the AGM, also promoted Robert
Savage from Second Vice Chairman to
First Vice Chairman and elected James
Tien as its Second Vice Chairman.

At the preceding AGM General
Committee elections, scrutineers from
auditors, KPMG Peat Marwick, count-
ed 114 postal votes; 112 individual
votes on ballot papers from voting
members present (or their legal repre-
sentatives); and 1,415 valid proxies.
The number of proxy holders was 31,
including four who did not attend the
AGM.

Chairman William Fung with James Tien his new Second Vice Chairman. First Vice Chairman
Robert Savage was unavoidably absent from the AGM and first General Committee meeting.
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AGM

The results
® Those re-elected to the
General Committee are:

William Fung (Li & Fung)
who received 1,593 votes.

Dr Hari Harilela (Harilela
Group) 1,559 votes.

Daniel Koo (Shui Hing)
1,548, and

Paul Selway-Swift (Hong
kongBank) 1,583 votes.

® Those elected for the first
time are:

Denis Lee (Kingscore In-
dustrial) 1,495 votes.

Brian Stevenson (Ernst &
Young) 1,556 votes.

Henry Tang (Peninsula
Knitters) 1,224 votes.

Not re-elected ~
® Jimmy McGregor (Asia Se-
curities International), with [

543 votes, was not re-elected. A
He remains the Chamber’s

elected representative to the Chamber’s
functional constituency seat in the Leg-
islative Council until the 1995 elections.

Paul Cheng, who is not due to retire
for another year, is staying on the General
Committee as an ordinary member.

He presided at a press conference be-
fore the AGM. At both the press confer-
ence and at the AGM, Paul Cheng said
throughout the constitutional impasse be-
tween China and Hong Kong the Cham-
ber had kept steadfastly to a neutral
course.

“It is my firm belief that it would be
wholly inappropriate — and not at all

<

helpful to the situation — for the Cham-
ber to take sides. The Chamber has avoid-
ed the rhetoric and represented the voice
of reason.

“Nevertheless, we have presented our
views frankly and forcibly to the Chinese
Government, the British Govrnment and
the Governor himself. And we have
adopted a similar approach with Chinese
Government officials and representatives
of the US Administration when discussing
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The Chamber’s new Chairman and Second Vice Chairman meet the press.
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MFN and Sino-US relations.”

With non-voters, there were about 160
at the AGM.

At an extraordinary general meeting
members passed a resolution authorising
the Chamber to have associate members.

Educated in US

William Fung (45), educated in Hong
Kong and in the United States, is Manag-
ing Director of Li & Fung (Trading) Limit-
ed and has been a member of the Cham-
ber’s General Committee since 1984.

He sits on the Economic Advisory
Committee to the Financial Secretary, the
Industry and Technology Development
Council and the Consultative Committee
on the New Airport and Related Projects.
William Fung chairs the Hong Kong Com-
mittee for Pacific Economic Cooperation.

He is a brother of Victor Fung, chair-
man of the Hong Kong Trade Develop-
ment Council.

Robert Savage is Managing Director of
IBM China/Hong Kong Corporation. He is
active in the arts, being a general commit-
tee member of the Hong Kong Arts Festi-
val. He chairs the Festival’s fund-raising
committee.

James Tien has been a legislative
councillor since mid-1993. He is chair-
man and Managing Director of Manhat-
tan Garments (International) Ltd and Man-
hattan Properties Ltd.

He is a member of the Industry Devel-
opment and Technology Council, the Ed-

8 The Bulletin May 1994




ucation Commission, the Securities
and Futures Appeals Panel. He is a
member of the Provisional Govern-
ing Council of the Hong Kong Insti-
tute of Education and the Garment
Advisory Committee of the Hong
Kong Trade Development Council.

New members
New General Committee member,
Denis Lee, an industrialist, is chair-
man of the Chamber’s Small and
Medium Enterprises Committee.
Brian Stevension, an accoun-
tant, is chairman of the Chamber-
affiliated Hong Kong Coalition of
Service Industries.
Henry Tang, an industrialist, is a
Legislative Councillor. |

The AGM scene.
BEREARRTER

Members voting at the EGM.
BERHITERT LETRR

The retiring Chairman,
Paul Cheng, hands his
ballot paper to a
scrutineer.

TS EERY R SN
WERZTFERA
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Brian Stevenson, chairman of the HKCSI,
reports.

FRARBERBEFLFFEAASERMBAN T

Guy Clayton, chairman of the Environment
Committee, reports to the AGM.
BRZEEIFARENEFEEAT LEREEZ—F
WEBEIF

Jimmy McGregor, who lost his
seat on the Genral Committee
reports on his work as the
Chamber’s elected Legco
representative.

FEBUAEILERRESH
EHRBE—FHTHF - i
ERMERSEBIEY

o\

Denis Lee, chairman of the Small and Anthony Russell, chairman of the China
Medium Enterprises Committee, reports to Committee, reports on the Committee’s
the AGM. work.

PIRERFREIRFRYEOEAE—FERENTF PREATIRERMRBE—FEHENIHF

Peter Sutch, a General Committee member, Paul Cheng at the press conference asserting
proposes a vote of thanks to the outgoing the Chamber’s neutral stand.
chairman.

AN EE BT LA AFMRBEPhIL
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CHAMBER
SERVICES

CHAMBER’S VISA
SERVICE EXTENDED

The Chamber has been so successful
with its visa service for members travelling
to the USA that it is now extending the ser-
vice to include Germany, Japan, Mexico
and New Zealand.

The service is available, for a nominal
fee, to all qualified employees of Chamber
member companies who wish to apply for
business or tourist visa on a temporary
visit basis.

On their behalf, the Chamber delivers
the necessary documents to the Consulate
General/Commission concerned and
collects them when the visas are ready.
This saves the applicants two trips to the
Consulate General/Commission for any
one visa application.

For more information, call Phonafax
on 529 9788 and follow instructions to
retrieve details from:

File 821 USA

File 823 Germany
File 825 Japan

File 827 Mexico

File 829 New Zealand

TRANSLATION
SERVICE

Multi-lingual translation service is avail-
able from the Chamber for commercial
documents in English, Chinese, German
and Japanese, including press releases,
specifications, promotion and sales litera-
ture, brochures, business correspondence,
operation manuals, newsletters etc.

For details and rates, please call
Vincent Mok on 823 1250 or fax 527
9843.

Chamber

Forecast

Time

Events and Meetings

May 2-4 HKTBCC & CTHKBCC 4th Joint Meeting, Taipei
May 2 9.15am- CHAMBER: Commencement of training course on
12.15 pm China Investment and Taxation (in Cantonese)
May 2 10.00 am CHAMBER: Meeting with a Bank of Communica-
tions delegation from Shanghai
May 2 6.30 pm- CHAMBER: Commencement of training course on
9.30pm  L/C Operation & UCP500 (in Cantonese)
May 3-4 9.00 am- CHAMBER/BRITISH COUNCIL: Management
5.00 pm  Writing Skills Course
May 5 12.30 pm CHAMBER: Americas Committee meeting
May 5 12.30 pm CHAMBER: Roundtable Luncheon: TDC'srole in
assisting HK companies in developing business
connections in Americas
May 7 CHAMBER: Putonghua Examination
May 10-11  9.00 am- CHAMBER/BRITISH COUNCIL: Minute & Report
5.00 pm  Writing Course
May 10 430 pm CHAMBER: Chamber Council meeting
May 11 6.45 pm-  Directors’ Dinner Seminar
10.00 pm
May 12 11.00 am CHAMBER: China Committee meeting
May 14 CHAMBER: Cantonese Examination
May 23-25 PACIFIC BASIN ECONOMIC COUNCIL:
International General Meeting in Kuala
Lumpur, Malaysia
May 25-26 9.00 am- CHAMBER: Leadership & Teamwork Training
5.30 pm
May 27 12.30 pm CHAMBER Subscription Lunch: John Meredith,
Managing Director, Hong Kong International
Terminals
Jun 14-Jul 23 Training course in Private Sector Middle
Management for Pacific Cooperation 1994 in Japan
Jun 19-25 CHAMBER mission to Vietnam
Jul 4-24 Seminar in Japan: Business Management for

Asia & Pacific Region




Leading Software for
Trade Facilitation

TMS EXPORTER — the world’s most comprehensive exporting software.
Designed BY exporters FOR exporters, TMS EXPORTER is perfect for virtually every
member of the trading community — from garments to electronics, toys to sundries.

Suitable for exporters, traders, buying offices and export manufacturers.

Key Features of TMS EXPORTER
* Number one export software on the market
e Efficient order control
e Flexible and user-friendly

Up-to-date management reports

Multiple shipments

Network operation environment

Multi-company and multi-currency
e Extensive costing facilities
* Comprehensive password security control

TMS EXPORTER — The Integrated Solution
English and Chinese Bi-lingual Systems
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THE
CHAMBER
IN
ACTION

lan Christie Reports

INTERNATIONAL AFFAIRS DIVISION
HIGHLIGHTS

The Chamber organized for the first time a
highly successful goodwill/business mis-
sion to India covering Bombay and Delhi
from 20 to 27 March. The mission was
warmly received at very high level, in-
cluding the Finance Minister, Dr. Manmo-
han Singh; the Chief Minister of the State
of Maharashtra, Mr. Sharad Pawar; and the
Commerce Secretary, Mr. Tajendra Khan-
na. The mission was impressed by the de-
termination and commitment of the Indian
government towards further liberalizing
the economy through a number of finan-
cial and tax reforms currently taking place
in India. As a result, there are tremendous

opportunities for infrastructural develop-
ments such as energy, telecommunica-
tions, port and airport development, road
and highway construction.

Led by Mr. Sham Chellaram, Chairman
of the Chamber’s Asia Committee and
Managing Director of Kishinchand Chel-
laram (Hong Kong) Ltd., the Mission con-
sisted of 14 businessmen from diverse
business interests, including textiles and
garments, jewellery, consumer electron-
ics, marine products, shipping, invest-
mentbanking and legal services.

COMMITTEES

Americas Committee

A delegation from the Hong Kong Associ-
ation of Southern California, led by Mr.
John Coleman, Coleman & Wright, wason
its third official visit to Hong Kong in the
middle of March. Members of the Cham-

Robert Savage addressing
the Forum.

MREEREELRE

Membership
forum

Robert Savage, the Chamber’s now first vice
chairman, briefed some 30 Chamber
members on 1BM’s management and
development experience in Chinaata
Membership Forum on March 22. Members
afterwards evaluated current Chamber
services on China. Generally they said they
appreciated the high standard of Chamber
services being offered. They suggested
more evening meetings to encourage
member participation on topics that should
include both specialised and general
subjects. Anthony Griffiths, chairman of the
membership committee, was in the chair

The well-
attended
meeting
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The Americas
at dinner

A group picture of the guests and their hosts.

The Chamber’s Americas Committee hosted a dinner on March 17 for consular

officials in Hong Kong representing Canada, the United States and Mexico.

1 Among the guests were jJohn Higginbotham, Commissioner for Canada in Hong

| Kong and Scott Mullin, Senior Trade Commissioner in the Canadian Commission;
Jeffry A Bader, the deputy Consul General of the United States in Hong Kong

|, and Blaine D Porter (Consul Economic-Political) from the US Consulate General;

| Augustin Gutierrez Canet, Mexican Consul General in Hong Kong and Garbriel

Alvarado Torres, Trade Commissioner from the Mexican Trade Commission in

Hong Kong. The informality of the dinner provided an opportunity to discuss

trade issues and maintain dialogue. C L Kung, chairman of the Chamber’s

Americas Committee, was host to the American consular officials.
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FREAREMNERE EFETR -

john Higginbotham responds to C L
Kung’s welcome.

HREZBMEPENORART

Another dinner scene.
BE—-2

ber were invited to a breakfast meeting
with the group on 15 March to exchange
views on matters of mutual interest.

The Americas Committee hosted a
dinner reception at the Hong Kong Coun-
try Club in honour of consulate officials
from the United States, Canada and Mexi-
co on 17 March. The main objective of
the event was to enable members to
maintain close working relations with the
above officials and exchange views on
NAFTA and other topical issues.

The Chamber is co-organizing a busi-
ness mission to Argentina, Brazil and Mia-
mi with the Hong Kong Trade Develop-
ment Council, from 10-23 April. The mis-
sion comprises some 50 delegates from
33 Hong Kong companies promoting a
wide range of consumer products.

Arab and African Commiittee

The Arab and African Committee held a
meeting on 30 March at which Mr. Ali
Maher El-Dali, Consul-General of the
Arab Republic of Egypt spoke on “Foreign
Investments and Foreign Trade Regula-
tions in Egypt.” Mr. El-Dali briefed mem-
bers on the investment environment in
Egypt and remarked that Egypt offered for-

eign investors unique opportunities to ex-
pand sales and to develop new markets.

Asia Committee

A Chamber Goodwill/Business Mission
visited the Indian cities of Bombay and
Delhi between 20 and 27 March. The 14-
member delegation led by Mr. Sham
Chellaram, Chairman of the Chamber’s
Asia Committee, had useful meetings with
various chambers of commerce, govern-
ment departments as well as the larger In-
dian corporations. Meetings were also
held with the Finance Minister, Dr. Man-
mohan Singh, and the Chief Minister of
Maharashtra State, Mr. Sharad Pawar.

Mr. Andrew Yuen, Vice Chairman of
the Asia Committee, chaired a meeting
with the “Chinese Economic Circle” Re-
search Mission from the Japan-China As-
sociation for Economy and Trade, Japan,
on 7 March. Led by Professor Tatumi Ok-
abe, the mission aimed at studying the
present economic situation and invest-
ment climate in China and Hong Kong.

China Committee
China Committee Delegation to Beijing
was held on 21-24 March. The 20-mem-

ber delegation, led by Mr. Anthony Rus-
sell, Chairman of China Committee, was
given the opportunity to meet with Vice
Premier Li Lan Qing and other vice-minis-
ter level officials. It was a trade and in-
vestment oriented mission. The purpose
of the visit is to maintain goodwill and to
exchange and update information on cur-
rent economic developments with senior
Chinese central government officials.

The mission was sponsored by the
Ministry of Foreign Trade and Economic
Cooperation (MOFTEC) in Beijing.

Europe Committee

Following developments within the Euro-
pean Union on the announcement of
community-wide import quotas on Chi-
nese-made goods, the Chamber circulat-
ed information on the matter to members
seeking input from those affected. A letter
was subsequently sent to the EU Repre-
sentative in Hong Kong with copies made
available to the relevant consulates in
Hong Kong.

As there was insufficient support for a
proposed visit to Spain, it was decided
that these plans be abandoned.

The Chamber hosted a meeting over
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lunch for a VIP business group from the
UK on 13 April at the Hong Kong Club.
The group was visiting Hong Kong under
the sponsorship of British Airways and the
Hong Kong Trade Development Council.

A meeting between interested Cham-
ber members and a buying mission from
Russia was organised on 14 April.

Shipping Commiittee

A meeting of the Committee was held on
31 March during which Mr. Sydney Barley,
KCRC Senior Manager (Corporate Devel-
opment) spoke on the plans for the devel-
opment of freight railway in Hong Kong.

It was agreed at the meeting that the
Chamber write to the Director of Marine
expressing concern at the delays in the
development of Container Terminal 9
and urging the government to allocate
backup land near the existing terminal
facilities.

Hong Kong International

13 U.S. Congressional staffers were in
Hong Kong and Southern China for a
week long visit, from 27 March to 3 April,
to gain first-hand information on the latest
economic developments in the two terri-
tories. Their visit was sponsored by the
Chamber and five other major trade asso-
ciations as part of the continued effort of
the Hong Kong business community in
lobbying for unconditional renewal of
MEFN trading status for China.

U.S. Representative, Mr. Jim McDer-
mott, visited the Chamber on 7 April and
was welcomed by Chairman of the
Chamber and HKI, Mr. Paul Cheng. Rep.
McDermott was particularly interested in
current business practices in China. He
just returned from his fact finding trip to
Shanghai.

Starting from early March, the Secretari-
at took an initiative to arrange media inter-
views for Ambassadors of the Hong Kong
International committee. This programme
is an alternative to overseas speaking en-
gagements and the receiving of incoming
visitors. Ambassadors can take such op-
portunities to promote Hong Kong’s image
at their own pace and style to a number of
overseas media representatives/journalists
without travelling overseas.

Hong Kong Taipei Business Cooperation
Committee

Three Working Groups representing ser-
! vices, manufacturing and banking and fi-
' nance sectors held their meetings respec-
tively on 28, 29 and 31 March. Members
of the three working groups reviewed the
conclusions of the last joint meeting and
discussed some new key issues that may
affect Hong Kong companies in doing
business with Taiwan. These issues will
be further discussed in Taipei at the
Working Group Joint meetings to be held
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concurrently with the Fourth Joint Meet-
ing on 3 May.

The Executive Committee of the HKT-
BCC held a meeting on 8 April. Members
discussed the programme for the forth-

velopment of the Committee.

A 12-member delegation from the In-
ternational Trade Association of Taiwan,
led by its Chairman, Mr. James H. Tao vis-
ited the Chamber on 14 April.

Pacific Basin Economic Council

The Annual General Meeting of PBEC
Hong Kong Committee was held on 18
March. Dr. Helmut Sohmen, the Chair-

Vice-Chairmen, were re-elected to office
for the year.

An Executive Committee meeting was
held immediately after the AGM to dis-
cuss, among other issues, membership sta-
tus of PBEC-Hong Kong Committee, Chi-
na’s application for PBEC membership,
and the possibility of hosting the PBEC In-
ternational General Meeting in 1998.

LOCAL AFFAIRS AND

ECONOMICS DIVISION

In a period interrupted by the Easter and
Ching Ming Festival holidays, the Local

coming Joint Meeting and the future de-

man, Mr. J.P. Lee and Mr. John Gray, the

Jil}l McDermott

Jim McDermott, a member of the US House
of Representatives’ Ways and Means
Commiittee and a leading member of the
Congressional Task Force on US-China
policy called on the Chamber on April 9
following a brief fact-finding visit to
Shanghai. The Democrat from Seattle,
Washington, was warmly received by
Chamber Chairman, Paul Cheng.
Discussion focused on MFN, human rights,
trade financial issues and business
practices in China.

Jim McDermott and Paul Cheng.
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Taiwan visitors

A delegation from the International Trade
Association of Taiwan called on the
Chamber on April 14 and met members of
the Hong Kong Taipei Business Cooperation
Committee (HKTBCC) and the Chamber’s
Asia Committee. The visitors established
initial contact with Chamber members.

BEHE

A+ E » hEREEERE S HERER
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James H Teo, chairman of the
International Trade Association
of Taiwan and ] P Lee, Vice
Chairman of the HKTBCC.

z HERAREE S HRTRSRERE
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James Teo speaking. FERERTLERS

Affairs and Economics Division was quite
active. Much of the Chief Economist’s
time was taken up with research on the
Government’s proposed Old Age Pension
Scheme (OPS) and Chamber reaction to
it. He also received a number of overseas
visitors and journalists for briefings on the
Hong Kong and China economies in the
period under review.

Legal Committee
The Legal Committee met on Tuesday,
March 22 to discuss a variety of issues:
the Occupational Retirement Schemes
Ordinance (ORSO), the Companies
(Amendment) Bills

No 3 and No 4, the Access to Infor-
mation Draft Bill and some other minor
matters.

Other Committees

The other Committees within the Division
- Economic Policy, Taxation and Home
Affairs -did not meet during the period
under review, but all have meetings
scheduled for the near future.

INDUSTRIAL AND CORPORATE
AFFAIRS DIVISION

HIGHLIGHTS

The preparation work for this year’s An-
nual General Meeting was completed
with eight members seeking for election
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to fill seven vacant seats on the General
Committee. The Meeting Notice was sent
out on 31 March to all members. An
EGM will also be held in conjunction
with the AGM to consider and approve
the introduction of associate membership.

COMMITTEES

Human Resources Committee

A meeting was held on 14 April to discuss
and consider the papers on Equal Oppor-
tunities Legislation and a Human Rights
Commission for Hong Kong and the Uni-
versity and Polytechnic Grants Commit-
tee’s Interim Report.

A seminar jointly organised with Em-
ployers’ Federation of Hong Kong and
Hong Kong Institute of Personnel Man-
agement on Common Terms of Employ-
ment for Locals & Expatriates held on 22
March was very successful with 126 par-
ticipants. A salary review tracking survey
jointly organised with Employers’ Federa-
tion of Hong Kong and Federation of
Hong Kong Industries was conducted
with 250 responses. A report will be re-
leased shortly. A tour of Vocational Train-
ing Council was organised with 16 mem-
bers participated.

Small & Medium Enterprises Committee
The Committee invited Dr Simon Vickers,
Principal Assistant Secretary for Security,
and Mr T P Wong, Principal Immigration
Officer (Visa Control) to brief on Govern-
ment'’s policy for foreign domestic helpers
at its meeting on 15 March 1994. Mem-
bers urged the Government to allow the
importation of mainland maids which
may impact positively on the female
workforce in Hong Kong.

The Committee also discussed the in-
crease of rates in the Government budget
1994. Members opined that this was an
unfair and unjustified increase as there
was no need for the Government to raise
funds.

Sponsored by the Committee, the
Chamber organized a technology study
mission to Zhuhai on 24 and 25 March
1994. The delegation was briefed by Mr
Jia De Yao, Vice Secretary General of
Zhuhai and Mr Zhuo Jia Lun, Director of
the Zhuhai Science and Technology Com-
mission on the overall development of the
city as well as the privileges extended by
the city to investors on technology pro-
jects. The delegation were introduced to
11 enterprises calling for investment in
their technology projects.

EVENTS
® A Directors Dinner was held on 24
March. Training courses on Supervisory
Skills and Presentation & Negotiation
Skills were successfully completed.

® Training course on “L/C Operation

Legal and
Home Affairs
Committees

The first meeting of the Legal and Home
Affairs Committees of the Chamber under
their respective new Chairmen were held
jointly in the Chamber’s boardroom on
February 14. New Chairman of the Legal
Committee is G ) Terry of jardine Matheson
while J P Lee of Lippo Ltd has taken the chair
of the Home Affairs Committee.

They replace Mr 1 R A MacCallum of
Wilkinson and Grist who was chairman of
both Committees until the beginning of the
year. The two Committees have often met
jointly in the past.

But with the growth in the amount of new
legislation being put to the Legislative
Council and increased emphasis on social
issues the work load of both Commiittees has
increased. It is, therefore, expected the two
Committees will sit spearately more often in
the future.

The Legal Commiittee has already had four
meetings this year to discuss pressing
legislative matters while the Home Affairs
Committee has met twice.

Russians on
buying mission

A 5 member delegation from Russia visited
Hong Kong on a consumer goods buying
mission. The delegation met Chamber
members on April 14. Chairing the
meeting was Manohar Chugh, a general
committee member.

The joint meeting with | P Lee and G J Terry
joint chairman.
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Venezuela

Hans Neumann, president of the Chamber
of Foreign Investment representing the
Ministry of Commerce of Venezuela, called
on the Chamber on April 19 and met C L
Kung, chairman of the Americas Area
Committee and Chamber staff. Hans
Neumann exchanged with C L Kung
information about anti-corruption
procedures in Venezuela and Hong Kong.
He said Venezuela had a very favourable
investment environment with no restrictions
on currency exchange and low taxes. He said
Venezuela welcomed Hong Kong
entrepreneurs.

(from Left) Hans Neumann, CL Kung, lan
Christie and Sidney Fung.
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and UCP500” was organized for the third
time in March 1994. The course was fully
subscribed with 20 participants.

® A 5-evening training course on
“Banking Practice for Traders” started in
mid-March. There were 11 participants.

® Two roundtable luncheons were or-
ganised on 16 and 24 respectively. The
first topic was Strategic Sewage Disposal
Scheme and the latter Trade Effluent Sur-
charge. Both functions attracted over 20
members each.

® Mr Robert Savage spoke to members
about IBM’s experience in China at the
Membership Forum held on 22 March.
The event offered an opportunity for mem-
bers to comment on Chamber services.
35 members attended the function.

@ Roundtable luncheon on “Maritime
Frauds” with Mr Simon Lee, Managing
Director of Sun Hing Shipping Co Ltd as
the speaker. The event, held on 23 March,
was well subscribed with 23 participants.

® Mr. John Sanders, a business consul-
tant, spoke on “Business Re-engineering”
to 31 members on 24 March at a
roundtable luncheon.

® Roundtable luncheons on “China
Tax Reforms” with Mrs Florence Yip,
Manager of Tax and Advisory Division of
Arthur Andersen, on 28 and 31 March.
Both luncheons, one in Cantonese and
one in English, were oversubscribed with
38 and 37 participants respectively.

® 23 new members attended a New
Members’ Briefing, in English, on 12 April.

SERVICE INDUSTRIES DIVISION

Chamber Transport Seminar

The Chamber freight transport seminar
“Yours Freightfully” was opened on 30
March by Secretary for Economic Services
Mr Gordon Siu, and attended by 160
members and guests. A delegation of 12
Mainland transport policymakers partici-
pated, 6 of whom made presentations to
the seminar.

On 31 March the Chamber coordinat-
ed a briefing meeting with the New Air-
port Projects Coordination Office for the
Mainland delegation, a boat tour of the
airport core programme projects, as well
as a visit of the port facilities at Modern
Terminals Ltd.

HONG KONG COALITION OF

SERVICE INDUSTRIES

On 17 March Secretary General Dr W K
Chan and Mr David Rimmer, Chairman of
the Chamber’s Europe Committee, attend-
ed a meeting between members of the
GATT Trade Policy Review team and
Hong Kong trade associations.

The CSI secretariat was commissioned
by the United Nations Council for Trade
and Development to undertake a study on
trade in computer services. Several com-
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puter services companies have been inter-
viewed on their cross border operations in
computer services.

Following a seminar on legal services
organised by the Coalition in 4 December
1993, the CSI proposed to set up an infor-
mal working group to discuss the subject
of the future of the legal profession, in-
‘cluding issues such as fusion of barristers
and solicitors, cost of legal services, re-
strictive practices, etc. The proposal was
supported by the Law Society, the Bar As-
sociation and the Attorney General. Mr
lan Robinson, a partner of Ernst & Young,
has been invited to serve as Convenor of
the group.

The Executive Committee appointed a
small sub-group to consider the question
of promoting Hong Kong as a service
centre. The group held a brainstorming
session on 28 March and recommended
that a survey be conducted to ascertain
the need for overseas promotion of Hong
Kong as a service centre. This suggestion
was endorsed by the Executive Commit-
tee when it meton 13 April.

HONG KONG FRANCHISE
ASSOCIATION (HKFA)

Study Mission to Washington DC

Senior Manager Charlotte Chow will
lead a 12 member delegation to Wash-
ington DC to visit the International Fran-
chise Expo at the end of April to explore
business opportunities and to meet with
franchisors.

Directory of Franchise Operations

in Hong Kong

The preparatory work of publishing the
Directory is in its final stage. The Directo-
ry is scheduled to be published at the end
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Delegation
from Tunisia

A big delegation of 23 members from
Tunisia visited the Chamber on April 19, led
by M D Kehouk, president of the Sindbad
Group. Mrs Christine Wong, chairman of the
Arab and African Area Committee welcomed
the visitors. Tunisia is open to all investors,
Chamber members were told.

Mrs Wong welcomes the Tunisians.
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of April and hopefully in time for the In-
ternational Franchise Expo.

Overseas visitors

Mr Colin Campbell of MMS Franchising
Pty Ltd from Australia called on the Asso-
ciation on 21 March with a wish to fran-
chise his kabab outlets to Hong Kong.

Mr Loy Weston and Mr Alain Li from
Kenny Rogers Roasters, Malaysia visited
the Association on 6 April for the possibil-
ity of selling the franchise to this region.
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Local visitors
The HKFA Senior Manager was inter-
viewed by students of the Chinese Uni-
versity and the Lingnan College and the
Editor of the Hong Kong Industrialist, The
house magazine of the Federation of
Hong Kong Industries. She also gave ad-
vise to potential franchisors and fran-
chisees.

She was also interviewed by the Com-
mercial radio and ATV on how to evalu-
ate a franchise. [ |
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Business lobby to
Washington

Paul Cheng reports growing feeling to delink MFN and Human Rights but China

has to help

aul M F Cheng, outgoing Cham-
P ber Chairman, said in a Chamber

press release on April 25 there is a
growing feeling among US politicians and
the US Administration that the issues of
China’s Most Favoured Nation (MFN) and
Human Rights should be delinked.

But he added, it is unlikely to happen
this year. Instead, President Clinton is ex-
pected to renew MFN with conditions for
China for a further year from June 3.

Paul Cheng was speaking at a press
briefing after leading a Hong Kong busi-
ness mission to Washington DC to present
Hong Kong's case for the renewal of MFN
for China.

In addition to Paul Cheng, the mission

comprised Dr Raymond Ch’ien, Chair-
man of the Federation of Hong Industries,
Dr Lui Ming Wah of the Chinese Manu-
facturers’ Association and Dr Philip
Wong of the Chinese General Chamber
of Commerce.

Paul Cheng said: “There has been a
significant shift of sentiment in the Ad-
ministration and on Capitol Hill. The feel-
ing now is that the US should adopt a pol-
icy of positive engagement with China in
trade and other areas and that MFN and
human rights should be delinked.

“This has been brought about to a
large extent by the efforts of the US busi-
ness lobby — which this year has been
strong and well orchestrated — but also
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by the increasing number of US senators,
respresentatives of Congress and their
aides who have visited China and Hong
Kong to gain firsthand knowledge of the
situation.”

Paul Cheng said this had left President
Clinton with a serious dilemma.

“He has to find a way to delink the
issues while appearing not to climb
down from his campaign promises. That
will take time and there seems little
chance of it happening before June. If
he renews MFN without conditions he
will again find himself in a difficult po-
litical position.

“Our feeling is that President Clinton
will renew MFN with conditions for a fur-
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Paul Cheng.
EREAS

ther year and use the time to find a bet-
ter, longer-term solution. A lot of ideas
are being floated, including the estab-
lishment of a bilateral commission on
human rights.

“There is still a chance for uncondi-
tional renewal of MFN in June, but Bei-
jing will certainly have to help matters
by sending some positive signals to the
US. For example, they could continue to
release dissidents suffering from ill

health — and refrain from putting any
dissidents in jail.

“They could make some supportive
statements to the US over the North Ko-
rean nuclear issue. And they could
pledge to continue the dialogue on hu-
man rights after MFN renewal.”

In lobbying US politicians, the Hong
Kong mission focused on freshmen and
those on the House Foreign Affairs Com-
mittee, the House Ways and Means

MFN RENEWAL

Committee, the Congressional Task
Force on US-China policy and the Senate
Finance Committee.

Member of the US Administration the
Hong Kong business mission met includ-
ed: Winston Lord, Assistant Secretary of
State for East Asian and Pacific Affairs;
Peter Tomsen, Principal Deputy Assistant
Secretary of State for East Asian and Pa-
cific Affairs; Robert Suettinger, Director
of Asian Affairs at the White House (Na-
tional Security Council); Philip S Ka-
plan, Ambassador and Senior Advisor,
Policy Planning Staff, US Department of
State; Ted Moran, Senior Advisor Policy
Planning staff, US Department of State;
and, Ira Wolfe, Assistant US Trade Rep-
resentative.

The mission underlined the adverse
effects on Hong Kong of non-renewal
of China’s MFN status, the negative im-
pact on US business and the detrimen-
tal effect on China’s economic reform
programme.

Paul Chengsaid: “One of our key mes-
sages was that, as two major world pow-
ers, the US and China should establish
meaningful, ongoing dialogue on trade is-
sues and move away from the annual
MFN lottery.

“We pointed out that there are many
other more appropriate channels for the
US and China to discuss human rights
concerns. We were very encouraged to
see that our message was acknowledged
and supported by the majority of those
we met.” ]
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MFN

Another staffers' visit

Staffers understand case for US renewal of unconditional MFN for Chma but

unsure about US human rights

nother group of 13 staffers to US
A Congressmen visited Hong Kong

and Guangdong between March
27-April 3 to see for themselves the
world’s fastest growing economic region
and how vital it is to the people of Hong
Kong and China that the US Congress
votes later this year to block anything but
United States unconditional renewal of
MEN status for China.

The staffers expressed their thanks at a
debriefing breakfast on Easter Sunday to
the six Hong Kong trade associations and
their organising staff who were their hosts,
especially mentioning Ms Tina Cheng,
Manager International Affairs from the
Chamber.

One said they all understood the argu-
ment for renewal of MFN would help the
Chinese people and not economically
harm Hong Kong — as well as avert ex-
port and job losses in the US. But they
were unsure about the outcome of the US
political dilemma — namely, how much
the American public generally is still in-
clined to support the Clinton Administra-
tion’s stand on the human rights issue.

Most of the staffers had hardly to be
convinced of unconditional MFN. They
work for Senators and Members of the
House of Representatives who favour un-
conditional renewal. Only two work for
Congressmen who are undecided.

The rest of the breakfast discussion
largely concerned some details of the
itinerary of their visit. They complained
of a tight early schedule of briefings and
visits in Hong Kong when they still had
jet lag.

A few said they had no time to get the
views of the people on the streets in both
Hong Kong and China. But it was point-
ed out that their itinerary in Hong Kong
did include a meeting with a political
cross-section of Legislative Councillors
Martin Lee, Andrew Wong, Jimmy Mc-
Gregor, Simon Ip, Emily Lau and Dr
Philip Wong.

One constructive remark from a staffer
was that he could see the growing prob-
lem of transporting manufactured goods
to Hong Kong and the plight of truck
drivers in road congestion in Guangdong.

More than one complained the official
briefings in Guangdong were often
repetitous.

The staffers’ hosts, in addition to the

At Henggang,
Shenzhen, Dennis
Ting, points to
staff quarters
when escorting
the staffers
around his
Qualidux toy
factory with 800
workers.
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General Chamber of Commerce, were:
the Federation of Hong Kong Industries;
the Chinese General Chamber of Com-
merce; the Chinese Manufacturers’ As-
sociation of Hong Kong; the Hong Kong
Exporters’ Association; the Indian
Chamber of Commerce.

Louis Wong, chairman of the Ex-
porters’ Association, was in the chair at
the breakfast debriefing. He and represen-
tatives of the other host organisations put
the case for unconditional MFN renewal,
quoted examples of the losses in exports
and jobs the US would suffer from non-re-
newal and explained what non-renewal
would mean to the people of China and
Hong Kong.

The US staffers’ Hong Kong itinerary
included briefings at the US Consulate
General, the Central Government of-
fices, the Hong Kong Industrial Estates
Corporation, Legislative Councillors, the
American Chamber of Commerce,the
New Airport Projects Co-ordination Of-
fice, the Hong Kong Stock Exchange and
Hong Kong International Terminals.

Lunches and dinners were hosted by
Chris Jackson, Deputy Director General
of Trade, the Hong Kong Chinese Enter-
prises’ Association, and the Chinese
General Chamber of Commerce. They
breakfasted with AmCham and had
cocktails with the Chinese Manufactur-
ers’ Association.

In Hong Kong the staffers paid a fac-
tory visit to Motorola Semiconductors
HK Ltd.

In Henggang, Shenzhen they paid a
factory visit to Qualidux Industrial Co Ltd
and lunched with Dennis Ting. They then
went to Kinox Industrial (Shenzhen) Ltd in

Dennis Ting explains a process.
THRERELAREETR

Xin Mu Industrial Estate at Pinghu and
dined with the China Foreign Enterprises’
Association.

From Shenzhen they went by train to
Guangzhou and met representatives of
the American Consulate General. They
went to the Whampao Industrial and
Technology Zone for factory visits to Proc-
tor and Gamble and a scheduled visit to
Wrigley’s Chewing Gum. They were en-
tertained at dinner by Guangzhou Gov-
ernment officials.

From Guangzhou the staffers went by
coach to Zhongshan and paid a factory
visit to Crocodile Garment Co Ltd at
Baozhu Industrial Estate. They lunched
with Zhongshan Government officials.

They went on to Zhuhai for a city tour
and returned to Hong Kong on Good
Friday.

On Easter Saturday they went to the
races at Shatin. Co-hosts were the Hong
Kong Trade Development Council and the
Hong Kong Exporters’ Association. ]
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At Shenzhen, Cliff Sun of Kinox Industrial, explains the production of
stainless steel houseware for export.
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The staffers talk to Kinox workers using Cliff Sun as interpreter.
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At Zhong Shan, Kelvin Leung accounting manager at Crocodile Garments, explains
garment production is for the domestic and Hong Kong retail markets.
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T H Barma, chief executive officer of the Hong

Kong Industrial Estates Corporation, briefs the
staffers.

Jeffrey Bader, US deputy Consul General meets the staffers.
FETEMAFFRHMARREMN TEBHEF
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Briefed by Paul Tang, deputy director of the New Airport Projects Co-ordination Office,
in Hong Kong.
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Dinner with the Hong Kong Chinese Enterprises
Association in Hong Kong.

RELPELERENKRETELERE

Raymond Pang, chairman of the North District
Board. shows the staffers Taipo.
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A group picture at Motorola Semiconductors, Hong Kong.
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H_ Y Cheung, Principal Economist and Chris Jackson, deputy Director General of Trade,
brief the visiting Americans.
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TRANSPORT

Yours Freightfully

Seminar on China-Hong Kong freight transport by Dr. W K Chan

ong Kong being a trading econo-
H my, freight transport is a major

driving force in our economic
performance. Not surprisingly, it is also a
subject close to the heart of many busi-
nessmen and policymakers in China, as
much of the freight movements occur be-
tween Hong Kong and South China.

The Chamber believes that the best
way of enhancing cross border freight
transport is through more cross-border
communication between businessmen
and policymakers from both sides. After
six months of planning and coordination,
the Chamber organised the “Yours
Freightfully” seminar on freight transport
on 30 March 1994, with the help of the
Technology Transfer Association of Asia, a
body established by Guangdong Enter-
prise Ltd.

The seminar was supported by a dele-
gation from the Guangdong Provincial
Planning Commission, led by Mr Zhuang
Wanlong, Deputy Director of the Guang-
dong Provincial Planning Commission
and the chief architect of Guangdong’s
transport infrastructure.

The following is a summary account
of the presentations by the Mainland
speakers.

Transport Planning

in Guangdong

Mr Zhuang Wenlong delivered a speech
on “Economic Development and Trans-
port Planning in Guangdong”, in his ca-
pacity as Vice-Chairman of the Guang-
dong Transportation and Communications
Association and leader of the 12-men del-
egation of the Guangdong Transportation
and Communications Association.

Mr Zhuang gave an account of the
rapid economic growth of Guangdong
since 1978, drawing attention to the out-
ward looking character of the Guangdong
economy and the keen participation of
foreign enterprises. To facilitate a continu-
ing rapid growth, great emphasis is laid on
development of transport infrastructure.

Mr Zhuang then outlined the achieve-
ments in transport infrastructure in the
past 15 years, including roads, bridges,
highways, port facilities, railways and air-
ports. Despite the impressive picture, he
acknowledged that there were still prob-
lems of inadequate capacity, especially in
linkage to the outside world, which has
resulted in congestion and capacity short-

falls. Further development is also ham-
pered by lack of integration of different
modes of transport, and a transport man-
agement regime which cannot meet the
needs of the modern market economy.
The answer to these is the Province’s
ambitious modernisation plan for the next
20 years. Briefly, the Province aims to

L B
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Mr Simon Lee welcomes participants on behalf of the Chamber.

reach the level of economic development
of Korea and Taiwan before the year
2000, at an annual growth rate of 13.4%;
and to continue to grow at an annual rate
of 12.4% after 2000. To facilitate this, an
expansion programme has been planned
for roads, highways, railways, port, and
airport development.

| 89§

From left to right: Mr Gordon Siu, Secretary for Economic Services; Mr Simon Lee, Chamber
General Committee member; Mr Lin Rongyao, Director and Deputy General Manager of
Guangdong Enterprises; Mr Zhuang Wenlong, leader of Mainland delegation.
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TRANSPORT

Modernisation of
Guangdong’s transport
infrastructure

As Deputy Head of Guangdong’'s Com-
munications Department, Mr Niu He’en
is the man who builds the major high-
ways and bridges and develops China’s
Southern ports. In the “Yours Freightfully”
Seminar, he spoke as Director-General of
the Guangdong Institute of Highways on
“Modernisation of Guangdong’s Road
and Maritime Transport”

Mr Niu started by supplementing Mr
Zhuang's account of Guangdong’s current
state of transport infrastructure, paying
special attention to the immediate
achievements in 1993. He then elaborated
on the problems encountered in develop-
ing these infrastructure projects, such as:

® the low quality of the road network,
with many higher-grade roads not yet
complete;

® poor surface connection to ports;

® over-reliance on the Pearl River, and

lack of deep water port on the East coast;

To overcome these, there will be a
sprint of effort in the immediate years, to
give temporary relief by 1995. This will
be followed by continual work for the
next 5 years, to achieve a basically ade-
quate framework, and another 10 years
afterwards to create a truly modern, inte-
grated network by 2010.

Mr Niu’s strategy to achieve this in-
cludes:

® making transport infrastructure a
priority in the Province’s economic
development plans;

® clear delineation of responsibili-
ty between Provincial authority and
municipalities;

® use of market forces, through en-
couraging private investments;

® use of foreign capital, with possi-
ble preferential treatment to foreign
enterprises;

® employing quality control to en-
sure high cost-effectiveness.

Stanley Ko chairing the session “linking up with the Mainland”.

From left to right: Mr Gordon Wu, Chairman, Hopewell Holdings; Mr Stanley Ko, Chairman of
HKCSI Transport/Distribuion Services Committee; Mr Niu He’en, deputy leader of the
Mainland delegation; Mr Zhou Li, the Shenzhen spokesman.
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Mr Zhuang Wenlong, leader of Mainland
delegation.
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An attentive Secretary for Economic Services
(Gordon Siu).
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Congestion

ordon Siu, Secretary for Econom-
ic Services opening the seminar,
said economic growth in Hong
Kong and in China will be hampered
unless raw materials can reach facto-
ries and the products from those fac-
tories can reach international markets
quickly, efficiently and as cheaply as
possible.
He referred to increasing congestion
on our roads, at the airport and in the port.
Gordon Siu said the Hong Kong Gov-
ernment hoped to finalise its railway de-
velopment strategy this month (May) be-
fore consulting the Chinese authorities
on the plans and moving into detailed
negotiations with prospective operators.
“We plan to have the freight line
(western corridor of the NT) completed
by the year 2001.
“With China making magnificent
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progress in double tracking its rail sys-
tem, such a link, with marshalling yards
both in China and Hong Kong, would
greatly expand the territory’s freight hin-
terland on the Mainland. It would enable
a true intermodal freight transport system
to be established for the first time in
Hong Kong.”

Gordon Siu said more shippers, faced
with increasing congestion, are looking
meantime to the Pearl River to move car-
goesto Hong Kong as they did hitherto in
Hong Kong’s history.

It could ease congestion on the roads.
Development of this route is up to the
shippers themselves, he said. The use of
self-propelled barges capable of pushing
dumb barges is being investigated as is
the introduction of bigger self-propelled
barges such as those used on the river
Rhine. [ |
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Transport in Shenzhen
In his capacity as Director of Shenzhen
City Investment Institute, Mr Zhou Li,
Deputy Director of Shenzhen’s Planning
Bureau, spoke on “Transport Develop-
ment and Planning in Shenzhen”. Accord-
ing to Mr Zhou, the future plan of Shen-
zhen includes the following elements:

® improving the urban road network,
establishing a circuit of main thorough-
fare;

® accelerating the circular highway
around the city;

® accelerating railway development,
particularly its connection to the new Bei-
jing-Kowloon line;

® accelerating construction and en-
hancement of border crossing facilities;

® enhancing port development,
particularly in Yantian;

® speeding up development of Shen-
zhen'’s airport, including its connection to
highways, and the design of the second
terminal building.

Civil aviation in Guangdong
Mr Cai Qiwen, Director of Guangdong
Transportation and Communications Asso-
ciation, spoke about “Prospects of Civil
Aviation in Guangdong”. Mr Cai is also
Chief of the communications office of the
Guangdong Planning Commission, and is
in charge of both port and airport planning.
Mr Cai outlined the major directions in
Guangdong’s plans for civil aviation,
which include:
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® building a new international airport
at Guangzhou, to become the biggest
and most modern aviation centre in South
China;

® upgrading Shenzhen and two other
airports as secondary main airports;

® enhancing nine other feeder airports;

® improving capacity by replacing
inferior aircrafts;

® expanding air routes not only do-
mestically but also internationally.

To achieve these, the following mea-
sures will be adopted:

® Strengthening airport-related infras-
tructure projects, encouraging capital
investment both from Beijing and from
private capital, including foreign capital
markets;

® Use of market forces in the running
of airlines;

® Use of technological advances to
raise efficiency, improve management,
and upgrade quality of service;

® Developing an open, decentralised
and efficient civil aviation management
regime.

Guangdong’s Railway

Deputy Chief of the Transportation Office
of Guangzhou Railroad Company Mr
Xiao Jilong spoke on “The Present and
Future of Guangdong’s Railway System”.
Mr Xiao is a member of the Guangdong
delegation in his capacity as Director
of the Guangdong Transportation and
Communications Association.

Mr Xiao introduced the current state of
the Guangdong railways, pointing out the
difficulties arising from inadequate
mileage and inefficient management. The
development plans for the future include:

® improvement of existing lines, in-
cluding quality of the carriages, tonnage,
and speed;

® construction of new lines, including
a connection to Fujian, and a major trunk
line linking Beijing and Kowloon;

® improvement of connection to
other modes of transport, such as port
and highways;

® enhancement of ancillary facilities,
such as warehouses;

® speeding up containerisation.

Transport in Zhuhai

Mr Chen Ziquan, Director of the Zhuhai
Institute of Economics, gave an account
of the transport development and plan-
ning in Zhuhai. Mr Chen is also Deputy
Director of the Planning Commission of
Zhuhai.

Zhuhai’s transport objective is, within
the next 20 years, to become a major
transport centre of international-standard,
with a high-quality transport network.
The main items of development include:

® the Zhuhai port, which will become

a major transhipment centre for both
break-bulk and containerised cargo, and
provide the driving force for the City’s
transport and economic development;

® a planned 28-km, 6-lane bridge
across the Pearl River, to link up with
Hong Kong;

® construction of the Guangzhou-
Zhuhai railway, to complete by 1996;

® the Zhuhai air-
port, tobe completed in
October 1994;

® highway connec-
tion to other Pearl River
Delta ports;

® expansion of feed-
er routes among Pearl
River Delta islands.

Other than the
above speakers, the
Guangdong delegation
also included:

® Mr Lu Jinjin,
Deputy Director of
Guangdong Marine Administration, com-
ing in his capacity as Vice-Chairman of
the Guangdong Port Institute

® Mr Zeng Shuixing, Secretary Gener-
al of the Guangdong Transportation and
Communications Association

® Tan Xinghui, Director of Guangdong
Transportation and Communications As-
sociation, whose official title is Chief Offi-
cer of the Department of Communica-
tions of the State Planning Commission

® Mr Chang Min, Deputy Secretary
General of the Guangdong Planning Insti-
tute, and Deputy Chief of the Foreign Af-
fairs Office of the Guangdong Planning
Commission

® Mr Mr Kong Yunlong, Secretary of
the Guangdong Transportation and Com-
munications Association, and a Foreign
Affairs Officer of the Guangdong Planning
Commission

® Mr Zhang Baoxian, General Manag-
er of the Guangdong Economic Informa-
tion Centre.

Participants of the seminar generally
agreed that the Mainland guests have giv-
en a highly informative account of the
current state and future plan-of transport
infrastructure in Guangdong. Many were
impressed by the extremely frank manner
in which the Mainland guests spoke of in-
adequacies in the current network and
the problems they faced in modernising it.
Despite the barriers of language, there
was much enthusiasm from the audience
on the ambitious new projects highlighted
by the influential Mainland team.

It is noteworthy that at the last session,
one Mainland delegate, Mr Zhou Li of
Shenzhen, put a question to the seminar
of the importance of communication be-
tween Hong Kong and Guangdong on
transport development, and of the lack of

TRANSPORT —

dialogue so far. In reply, Dr H C Pang,
Deputy Commissioner for Transport, ac-
knowledged that Hong Kong government
had not approached the Guangdong
authorities yet to discuss the various trans-
port plans on both sides of the border,
although informal contacts of a day-to-
day nature did take place.

It is the Chamber’s long-held view that
the transport infrastruc-
ture in Hong Kong and
Guangdong must not be
planned in isolation from
each other. One of the
most important linkages
between Hong Kong and

The bridge builders:
Gordon Wu and Niu He’en.
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Mr John Gray, Chairman of the Port
Development Board.
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Guangdong is a bridge of communica-
tions between the authorities on both
sides - a bridge we are happy to play a
part in building.

As part of this “bridge”, the Chamber
organised a boat trip for the Mainland
guests to tour the airport core programme
projects as well as Hong Kong’s port facil-
ities. Marine Department provided the
boat and the New Airport Projects Coor-
dination Office a briefing for the delega-
tion on the progress of the ACP projects.
The delegation was also received by
Modern Terminals and given a guided
tour of the facilities at the terminal. |
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Employers blow whistle
on expat gravy train

Luncheon and workshop on pay equalisation

o paraphrase a newspaper head-

I ing: Employers blew the whistle

on traditional expatriate employ-

ment terms in favour of pay equalisation

at a luncheon and workshop on March

22 on common terms of employment for
locals and expatriates.

The review of trends, rationale and
practicalities was attended by a “sell out”
of representatives of about 125 compa-
nies and organised jointly by the Employ-
ers’ Federation of Hong Kong, the Hong
Kong General Chamber of Commerce
and the Hong Kong Institute of Personnel
Management.

Paul Cheng, HKGCC Chairman speak-
ing at the lunch, said Inchcape Pacific of
which he is chairman recently conducted
a survey of about 20 leading companies,
including those that are Hong Kong-
owned, multinationals and utilities. The
majority (60%) had the same or similar
terms for senior expatriate and senior
local staff, particularly in the area of ac-
commodation or a significant housing
allowance.
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The panel: Stuart Leckie chairman of Asia Pacific, the Wyatt Co (HK) Ltd, Eleanor Ling,
director Jardine Pacific Ltd (panel moderator) Dr Thomas Leung, executive director Asia
Pacific of Hay Management Consultants and Dr Francis Ho, deputy secretary of the Civil
Service.
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Cheng
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“Another major, well-established com-
pany was currently reviewing its policy
with a view to narrowing the gap between
expatriates and locals. However, five com-
panies (25%) still treated expatriate staff
quite differently. The five included some
Hong Kong-Chinese owned companies.”

Paul Cheng said equalisation was an
encouraging trend and one which the
HKGCC fully supports.

“Equalisation does not mean localisa-
tion, he told employers representatives.
The two terms should not be confused.
We are moving towards a situation where
the deciding factor in determining a per-
son’s employment package will not be
whether he or she is an expatriate or a lo-
cal, but plainly and simply market forces.

“There is nothing to fear from equali-
sation. It is a natural development for a
sophisticated society and mature employ-
ment market. That’s not to say it won’t be
without its problems.

“Equalisation can work both ways.
Local packages could go up or expat
packages could come down. Either way
the right people can be assured of a high-
ly competitive package in international
terms.”

Paul Cheng said Hong Kong is a highly
competitive market in a highly competi-
tive region.

“We need the best people for the job,
be they from overseas or local. We also

EXPATRIATE EMPOYMENT

Questioner
from the
floor.
EWI2R

Peter
Barrett,
moderator
in session ii
of the
workshop.
et & sE ZIRAE
FHEAEZ

need internationally trained managers but
international should not be defined by
race. Many of our local Chinese man-
agers are equally qualified with firstclass
education (in Hong Kong or overseas) and
in international working experience.”

Mark Leese, chairman of the Employ-
ers’ Federation introducing Paul Cheng,
said while we must all face up to the high
costs of doing business in Hong Kong and
seek solutions to use our human resources
more productively, it is not the aim of the
organisers to articulate new recommended
policies for general application.

“Nor does localisation feature at all in
our agenda. Open opportunity for all is
fundamental to the preservation of Hong
Kong as an international city and business
centre.”

Brian Renwick, senior personnel man-
ager at the HongkongBank, said: “We still
have our cadre of international officers
who move from country to country but
those recruited purely to work in Hong
Kong no longer receive expat packages.”

Patrick Maule, personnel director of
the Mass Transit Railway Corporation,
said if and when the MTRC got the go-
ahead to build the new airport line over
1,000 overseas managers and senior en-
gineers woukd be recuited. They could
find themselves offered different employ-
ment terms to those expats already
employed. [ |
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Chamber hears China’s
inflation solution

China Committee visits Beijing and meets senior officials in an interview on March 23 with the

\'4

ice Premier Li Lan Qing thinks
inflation in China is closely
related to economic growth
and feels that there are two ways to
control it:
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® Control the increase in the
number of infrastructural projects.

®  Control reform in enterprises,
such as giving bonuses to employees.

Vice Premier Li expressed his opinion
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20-member delegation of the Chamber’s
China Committee, led by Anthony Rus-
sell, Committee Chairman.

He defined three major elements in
a market: economic growth, inflation
and employment.

He said the Central Government is
now organising courses to produce a
better understanding of a market econo-
my among leaders at county level.

He said one of the reasons for infla-
tion in China is that some local officials
didn’t agree that 9% GNP growth was a
high rate of growth. In coastal areas
they thought they should have a higher
growth rate to ensure better economic
conditions.

Another reason was that enterprises
in China were shifting to a new, mod-
ernised system.

But existing laws and regulations
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Madam Pan
Bei Lei meets
the Chamber
delegation.
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Madam Zheng Guang Di, Vice
Minister of Communications.
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were not good enough to maintain a
proper balance between the income en-
terprises distributed and the enterprises’
own efficiency to supply. Increases in
earnings exceeded the inflation rate.
That lifted the level of consumption.
With inefficiency in productivity in en-
terprises demand exceeded supply and
inflation resulted.

Inland provinces

Vice Premier Li told the Chamber dele-
gation he thought the large number of
workers moving from inland provinces
to coastal areaslooking for jobs was not
a problem China could not solve. China
had plans to promote labour intensive
industries in the inland provinces
where investors would continue to enjoy
the advantages of low labour and land
costs.

These plans also were intended to at-
tract foreign investors to continue to
invest in China and that investment
would not be affected by the attrac-
tions in other developing countries like
Vietnam and the Philippines.

Vice Premier Li said China’s major
task was to tackle the relationship be-
tween growth, inflation and employment
and to address the factors he believed
lead to high inflation. He thought that
with suitable controls the economic
growth rate could be maintained at
8.9% and inflation could be reduced to a
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With Gan Zi Yu at the State Planning Commission
REEFEFRRGBESFNEEHTFE

single digit rate.

The Ministry of Foreign Trade and
Economic Cooperation (MOFTEC) was
the Chamber delegation’s host for its an-
nual visit to Beijing from March 21-24.

MOFTEC Vice Minister Liu Shan Zai
in a briefing said GNP growth of the
rapidly developing national economy
was 13% in 1993. The Government
would like to maintain growth at 8-10%
in 1994. China ranked 11th in the
world with a total import-export volume
of USD195.7 billion in 1993.

Foreign investment had spread from
the sectors of the processing industry to
infrastructure, such as energy, transport,
raw matrials and services, and that
spread was expanding from the coastal
areas to inland provinces. Investment
came mostly from Hong Kong, followed
by Taiwan, the US and ]apan. AEFHRPLARKRSHHRZHRDAGKERE

China would improve the investment
environment to attract more foreign in-
vestment.

Replying to a question on the trade
deficit, the Vice Minister said China ac-
tually had a trade surplus if capital injec-
tion is included in the calculation. Since
the foreign exchange rate had been uni-
fied, trade volume is expected in 1994 to
exceed USD200 billion and to increase
by USD100 million a year thereafter.

On GATT (now the World Trade Or-
ganisation) MOFTEC's Vice Minister ex-
pressed optimism about China’s re-entry.
But he said China was unwilling to ac-
cept if some countries would like to ask
China to pay more for re-entry.

He was asked whether or not China
would relax the criteria for setting up for-

IR hpld,ing cqmpanies? i I’.e.ply Group picture of the delegates taken at
was that. Chlna.s attitude was positive Zhong Nan Hai after the meeting with Vice
with caution. Ch_ma had approved sever- Premier Li Lan Qing.
al foreign holding companies on a trial e
| basis. Through experiment, China would REMFEEAETEEN
formulate policies and regulations that — ERFEEZE
would relax the criteria.

On foreign exchange, he told the
Chamber delegation, China’s policy

Mr. Wang Shi Yuan, deputy Director of the
State commission for restructuring the
economic systems.
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MOFTEC hosts a welcoming banquet for the delegation at Zhong Shan Park.
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would not change. Foreign investors
could retain their foreign currency.
Swap centres would be retained. Local
companies could no longr use swap
centres but there would still be a foreign
exchange balance. From experience for-
eign investors sold more foreign curren-
cy than they bought on the swap market.

He said China welcomed foreign
investment, including Taiwan invest-
ment. Congress had passed a Taiwanese
investment protection law that gave
Taiwanese more confidence in their in-
vestments.

China had no plan to open whole-
sale business to foreign investors. But
when foreign investment laws were re-
fined, the market could be opened.

Toys

At the China National Council of Light
Industry (former Ministry of Light In-
dustry) Madam Pan Bei Lei, vice chair-
man, told the delegation the Council
has not yet received any formal docu-
ment on the European Union’s (EU) re-
strictive quotas on toys. China would in-
vestigate the EU strategy and would react
appropriately. She confirmed China
would consider the interests of foreign
investors. She understood 80% of toy
manufacturers in China were joint ven-
tures with Hong Kong and Taiwan capital.

She said foreign investors were wel-
come to set up joint ventures with Chi-
nese partners in light industries. An In-
vestment Guide is being published.

She emphasised that, while a lot of
effort is being made to reform State
enterprises, collective small and medi-
um-sized enterprises were an important
base for industry in China.

At the Ministry of Communications
the delegation saw Vice Minister
Madam Zheng Guang Di. She promised
to convey to the appropriate authorities
delegation members’ worries about
armed intervention in waters around
Hong Kong. She promised to reconsider
that foreign investors were not allowed
to operate wholly-owned shipping busi-
nesses in China.

The Chamber delegation saw Gan Zi
Yu, deputy director of the State Plan-
ning Commission. He said the econo-
my faced several problems in 1993.

The first problem was a rapid rise in
prices and the retail price index rose
13%. The Government considered
measures to lower prices and finally
decided on a soft-landing approach to
ensure stable growth. The planned GNP
growth for the next two years is 9-10%
and the planned price index growth 10%
in 1994 and 6.7% in 1995.

The second problem was the rapid
rise in fixed assets investment. In 1993

The briefing by Ling Ze Ti, deputy director general of the State Administration of Exchange
Control.
BRAEERBREIBRZNRAKKRMBFTNESTHB %

Briefed by Zhang Xiang Hai, Deputy
Director General of the State
Administration of Taxation.
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Vice Minister Liu
welcomes the
delegation.

FIFMEHOREmMES

Mer. Russell welcomes the guest at the delegation’s
return banquet.
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fixed assets rose 50% and even after re-
duction of the price factor still exceed-
ed 20%. It was one of the major sources
of inflation.

He said In China there are too many
development zones and a heat wave in
real estate and on the stock markets. From
June 1933 the Government imposed
macro control measures to solve the infla-
tion problem. The measures were mainly
economic and not administrative.

The third problem was growth in infras-
tructure and basic industry. Transport re-
mained a major problem with the railway
system only able to satisfy 60% of de-
mand. With increasing foreign investment
demands for energy and teleommunica-
tions are also increasing.

The Deputy Director said there were
three ways to control inflation.

® Reduce unncessary investment but
guarantee needed investment.

® Reduce price reform in 1994.

® Control money supply in 1994.
There would be only a slight increase
compared with 1993 when the money
supply expanded by RMB 150 billion.

Deputy Director Gan said China wel-
comed foreign investment in infrastruc-
tural projects. China’s policy was to give
preferential treatment to inland cities
and provide capital support such as tax
holidays.

The future work of the Commission
included developing the central and
western areas of China. The Commission
would have a special department to han-
dle regional development and help
solve the problems of transport and
skilled labour.

Exchange control
Ling Ze Ti, Deputy Director General of
the State Administration of Exchange

Control told the Chamber delegation the
Administration would set up foreign
exchange centres in banks. Local en-
terprises would sell their foreign ex-
change to banks. Foreign investors
would be allowed to keep their foreign
exchange by opening foreign currency
accounts in banks. Foreign investors
would continue to trade in swap cen-
tres but the rates would be determined
by the banks.

At the State Administration of Taxa-
tion, the delegation learned from
Deputy Director General, Zhang Xiang
Hai, foreign investors could claim back
amounts in excess of what they paid be-
fore under the new system of having to
pay profits tax and land appreciation
tax.

But foreigners would no longer be
able to claim 50% relief from their in-
com tax. [

For Reservations:
Beijing:

No. 2 Jianguomennan Avenue, Beijing, China. Postal Code: 100022

Tel: (1) 515 8855
Hong Kong:  33/E Top Glory Tower, 262 Gloucester Road, Causeway Bay, Hong Kong. Tel: (852) 833 0298 Fax: (852) 833 0293

L0BBY @@)
LOUNGE
OIS % A W5
GLORIA PLAZA HOTEL
BEI)ING

Fax: (1) 515 8533

Managed by Gloria International Hotels
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Intelligent shipping to South America

Ultra reliable services to Europe

High speed links to the Middle East

\TEVER YOUR DESTINATION, IT'S OUR KETTLE OF FISH.

NYK, the world's largest shipping company, operates a vast
fleet comprising every kind of vessels - from container

ships and tankers, to specialised carriers.

Backed up by the industry's most sophisticated information E m
and logistics systems, we offer the fastest, most flexible and LINE

most reliable services on all the world's major trade routes - 31/F., Admiralty Centre, Tower 1

throughout Asia, across the Pacific, and Transatlantic. 18 Harcourt Road, Hong Kong.
Tel: (852) 864 5100

Whatever the destination, NYK will ensure your goods Fax: (852) 866 7085

arrive on time and in perfect condition. So shouldn't trust

your precious cargoes to the world leader in ocean

transport?



7 FIRST GOODWILL/BUSINESS MISSION

India wants HK contractors
to help build infrastructure

Opportunities abound for our entrepreneurs and traders in India’s new liberal era

sation and its not going to reverse its

policy, says Sham L Chellaram,
chairman of the Chamber’s Asia Area
Committee and leader of the Chamber’s
first mission to India.

Opportunities for investment and busi-
ness abound as it begins to develop its in-
frastructure. India wants to attract Hong
Kong contractors to participate in its in-
frastructural development and it wants
more trade with Hong Kong.

An Indian mission is coming to Hong
Kong later this year to present specific in-
frastructural projects.

Sham Chellaram identifies the areas
where for trade sourcing opportunities:
Leatherware, including footwear; cotton
yarn, textiles and garments; dyes and
chemicals; light engineering products;
granite; fruit and vegetables and machine
production.

He says Chamber’s 14-member Good-
will/Business Mission from March 20-27
was fact finding.

The Bulletin suggested it was perhaps
rather belated.

Sham Chellaram: “Yes, | think so.
There was one attempt a year ago but un-
fortunately India had disturbances, the
Hindu-Muslim problem. So the trip was
cancelled.
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l ndia has begun a new era of liberali-
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“The Chamber’s Asia Area Committee
planned another about six months ago
and scheduled the trip for March 20-27.

Fairly good response

“We had a fairly good response in terms
of the interest in the mission itself. In-
cluding the two executives from the
Chamber, Sidney Fung and Simon Ngan,
we were about 14.
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Were they all Indian businessmen or a
cross section?

Sham Chellaram: “About four repre-
sented Hong Kong-based Indian compa-
nies. There was one American bank rep-
resented from Brown Brothers, Harriman
a very old US private investment bank.
We had Richard Russell, the senior part-
ner from Johnson, Stokes and Masters,
leading solicitors here. We had the Assis-
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Sham
Chellaram
with the
Indian
Finance
Minister, Dr
Manmohan
Singh.
SRHMRHE
MEFHIEL

tant Commissioner from Export Credit
Guarantee Corporation in Hong Kong.
We had three Chinese trading compa-
nies. One of them was already doing
business with India. About four or five in
the group were visiting India for the first
time. | think it was very useful for them.

“Surprisingly even for people like my-
self, born in India, and for others we felt
we really got a tremendous amount out
of this mission in spite of our going indi-
vidually to India may be three or four
times a year.

“Our main objective was to see the
whole liberalisation process that has begun
in India for about two years now. And to
see what is really happening, because we
read in the newspapers a fairamount about
India’s liberalisation. We wanted to see for
ourselves exactly what is happening.

“To that extent definitely our mission
was successful because we were able to
gather a lot of information and get a good
feel for the country. Of course, we met a
lot of people.

Bombay

“In Bombay we met members of the two
leading Chambers of Commerce—the
Bombay Chamber of Commerce and the
Indian Merchants’ Chamber. They were
very hospitable, organising lunches and
dinners, cocktails and receptions for us.
From the feedback that | have many of
the delegates made useful contacts. They
met people who are in their own line of
business.

C P Joshi, general manager, was
host at the Tata Showroom.
EEEEREEFHRSIBKER
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“We also met in Bombay the
Reserve Bank of India. We met
the Deputy Governor there. We
visited the Stock Exchange. As
you know the Indian stock market
is at a pretty high level and ex-
pected to go a lot higher.

“There are problems in the In-
dian stock market. There are a lot
of delays in dealing in shares — backlog
and administrative paper work. They ex-
plained to us the steps that were being
taken to rectify the backlog which is real-
ly affecting investor interest in India.

“We also met the large industrial
house of Tata. We visited their show-
rooms and | think our members were
quite interested to see the very wide range
of activities of a group like Tata’s. We also
met the Import-Export Bank of India
which is there to provide finance and as-
sistance for import-export related busi-
nesses.

“The highlight of our visit to Bombay
was meeting the Chief Minister, Sharad
Pawar, of Maharashtra State, which is one
of the most dynamic states in India. Some
people compare it to Guangdong
Province. It is rich in resources, has a dy-
namic workforce, industries are booming.
There’s both light and heavy industry and
agriculture. It's a big coastal region with
tourism. It’s not the capital of the State but
it is the commercial capital of India.

“The Chief Minister told us of the plans
for the State, particularly in the infrastruc-
tural areas. India needs a lot of resources
to be committed into infastructure. Like
any of the developing countries they need
power, they need roads, they need ports
and they need telecommunications.

“There are areas where the Chief Min-
ister said that he would like to see Hong
Kong coming to participate in these kinds
of projects.

“We told him: ‘Look, Hong Kong has
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got a lot of expertise in precisely these ar-
eas. Not only the expertise but also the fi-
nancial muscle. But it so happens Hong
Kong entrepreneurs are extemely busy with
their programmes and plans for China.

“We tried to impress that you would
have to come out and do a bit of market-
ing if you want to attract Hong Kong peo-
ple because they are quite busy right now.

“We suggested they must come with
some clearly defined projects. Come to
Hong Kong and do a presentation. We
said we felt that the Chamber would be
able to help in promoting such a visitand
getting interested parties together.

“I think this did interest them. They
said they had planned such a visit to
Hong Kong but unfortunately it got called
off last year. But they were going to do ex-
actly this later this year.

“They want roads, they want bridges,
they want electricity generating stations.
They need all these infrastructural pro-
jects, right across the board. They have a
lot of talent in India that could help.

“We lunched with a well-known family
called Hinduja at a very large Indian fami-
ly business house. They are in all sorts of
exports and financial services. We were
invited to dinner by a friend of mine, Gulu
Mirchandani, one of the largest manfactur-
ers of TVs in India. The Hong Kong Bank
hosted a cocktail party for us. We met
many of their executives and they invited
30-40 of their clients who they thought
would be of interest for us to meet.

“We also met an agency of the Maha-
rashtra Government called, the State In-
dustrial Corporation of Maharashtra
(SICOM), which promotes and assists en-
trepreneurs to set up industries in the
State. SICOM explained to us the way
they could help in setting up businesses
and all they are doing to help both Indian
and foreign entrepreneurs.

Expectations
Where is Indian getting foreign invest-
ment from now?

Sham Chellaram: “The level of invest-
ment coming into India by Southeast
Asian standards is rather small and cannot
compare with the levels of foreign invest-
ment going into China, Indonesia or Thai-
land. But now with the whole opening up
of the liberalisation process the expecta-
tion is that foreign companies will take an
interest and will look at India seriously. It
is evident from the number of applica-
tions for setting up ventures in India and
from the number of delegations coming to
India on exploration missions.

“The first stage in any country that is
opening up is the exploratory stage which
I think India is at. Traditionally it has been
the Europeans who have had investments
in India — the British, of course, for a
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Meeting with Tejendra Khanna,
Commerce Minister.

REMARABBHEMHLEHE

long time. So the traditional in-
vestors are the Europeans and to
some extent the Americans. And to
afar lesser extent, the Japanese.

Hong Kong
Any from Hong Kong?

Sham Chellaram: “There are in-
vestments from Hong Kong. But it
is rather difficult to define what are
really Hong Kong investors. But there is
interest from Hong Kong.”

Are you inferring the investors are
Hong Kong Indians?

Sham Chellaram: “Yes, definitely of In-
dian origin coming from Hong Kong. Pre-
viously India encouraged what they call
NRI investments. That is non-Resident In-
dian Investment. These are the Indians
who have settled overseas. But now India
is truly encouraging foreign investment
and you can have 51% control of any
company. Before, it was only 40%.

“Previously investors required a lot of
approvals from the Central Government.
But now 51% is automatic. In certain cas-
es you can have wholly-owned sub-
sidiaries.

“So they feel by offering such a pro-
gressive kind of share structure, foreigners
will seriously consider investing in India.

New Delhi

“We arrived in Bombay on Sunday

FIRST GOODWILL MISSION

Ashok Hinduja, president of the Hinduja
Group of Companies, met the Hong Kong
visitors.
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evening and on Wednesday we left for
New Delhi by Airbus, an hour and
threequarters of comfortable flying. We
had Thursday and Friday in New Delhi.

“We met the various Chambers of
Commerce, including the Associated
Chambers of Commerce and Industry
(AssoCham), the Punjab, Haryana and
Delhi Chamber of Commerce (PHD).

“Among Government officials we
met the the Commerce Secretary, Tejen-
dra Khanna, who had been to Hong
Kong and made contact with the Cham-
ber. He was very happy to receive us
and we had an extremely interesting
meeting with him.

The theme we heard from Govern-
ment officials was pretty much the same
throughout, namely that the Govern-
ment is now open and welcomes foreign

With D R Mehta, deputy governor of the
Indian Reserve Bank.

REMAENERBRTEGTREHEEE

investment. They made it clear it is not
that foreign investment is now allowed.
Foreign investment is now welcome.

“This is really the change. Before it
was foreign investment is permitted. They
have changed their whole thought pro-
cess. They are trying now to send the
message that foreign investment is wel-
come, which hitherto it never was. In the
‘Fifties to the ‘Seventies foreign invest-
ment was not really welcome. If you real-
ly wanted to come to India then you had
to fight the bureaucracy and they would
permit you to invest.

“They realise now they have got to
compete for foreign capital. If they want
foreign investment they have to attract it.
This is a new kind of thinking for India. |
could certainly see the change. I'm sure

many of the Indians on the delegation
could see the change, whereas the new-
comers on the delegation perhaps were
just seeing what India is offering today.
“India is embarking on a new era.”
Sham Chellaram gives another exam-
ple of the change evident in the new era:
“Only up to two years ago the Bombay
airport was a nightmare. You were has-
seled from the time you landed. It could
take three hours to clear immigration, cus-
toms and get into your transport. Today, if
it takes more than 40 minutes it is exces-
sive. Customs officials actually smile. To
me, it seems unbelievable. They don’t
look into your bags whereas three years’
ago they looked at everything and there
was no way to escape without paying.”

Finance Minister

He goes on to describe the mission’s
meeting with the Finance Minister Dr
Manmohan Singh.

He says: “The Finance Minister is con-
sidered to be the architect behind India’s re-
forms. He has been given tremendous sup-

port. The Prime Minister, P V Narasimha
Rao, and the Finance Minister are a com-
plementary team. Together they have put
the reforms on a very sound footing.

Dr Manmohan Singh told us of In-
dia’s genuine committment to these re-
forms and said that even if the Opposi-
tion would come to power their reforms
could not be reversed. The success of
liberalisation was already so evident.

“Two years ago India’s foreign ex-
change stood about USDS1.1 billion
covering a few weeks of imports. Today
the reserves are at USD14 billion and
rising. They are able to pay back their
loans from the IMF even before maturity.

“India is establishing its credability,

though they always had a very good
name in international financial markets.
Now, they are strengthening their name
even further.”

Dr Manmohan Singh said even today
the Opposition parties are voting with the
Government. They realise it is not in the
country’s interest to see the Government
faltering in any way. He was extremely
confident.

Sham Chellaram said the gracious Fi-
nance Minister asked the Hong Kong del-
egation in a 45-minute interview if it felt
there were any areas India should be ad-
dressing? He said he was ready to listen
and consider.

“This is something totally new. Previ-
ously you would never find the Finance
Minister of India talking to a visiting dele-
gation in this way.

“We said we would return to Hong
Kong and encourage others to go to India
and look for themselves for opportunities
within their expertise.” [ ]
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Study mission to Zhuhai

High tech industrial development zone has a long list of projects looking for

partners and capital
huhai State High Tech Industrial
Development Zone, established

z in June last year with State Coun-

cil approval, has a long list of projects
for which it mainly requires partners and
capital as much as technology transfer
— and therefore may be suitable for in-
vestment by small and medium-sized
enterprises.

Dr Y S Cheung, the Chamber’s Assis-
tant Director of Industrial and Corporate
Affairs, led a 24-member delegation on
March 24-25 to learn more about the
new Zone and its projects in what has be-
come one of the more economically suc-
cessful cities in China.

The mission was jointly organised by
the Chamber’s Small and Medium En-
terprises’” Committee and the Technology
Transfer Association of Asia Ltd.

The delegation met and its members
were briefed by Wen Jia Hong, First Vice
Director of the Zhuhai Administration
and the Services Centre of Foreign In-
vestment, and by Zhou Jia Lun, First
Vice Director of Zhuhai Science and
Technology Commission.
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Group picture of the Chamber delegation. K&ZE2#&R

They said technology projects ap-
proved by the city’s Science and Technol-
ogy Commission will continue to enjoy
special privileges under the January
1,1994 tax reforms, such as a 10% dis-
count on land fees; a tax holiday for the
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first two years and further privileges in
the following three years; as well as less
strict control on the application of
export/import/retail rights, etc.

Wen Jia Hong, in response to an in-
quiry, told the delegates China is gradual-
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ly lifting restrictions and decreasing cus-
toms duties. He expected by 1996 only
products of a few strategic industries
would be restricted. Questions of domes-
tic retail and export will no longer apply.

Both officials sought investment in
small and medium projects and pointed
out that high technology projects did not
necessarily mean big capital if a suitable
technology product could be identified.

They said 3,524 foreign investment
projects were approved in Zhuhai in
1993 with more than 150, worth USD10
million, were mainly in higher technology.

The delegation visited six enterprises.
At a meeting with Jia De Yao, the Vice
Secretary General of Zhuhai, the delega-
tion met owners/managers of an addi-
tional six enterprises.

All these enterprises are already manu-
facturing products approved as high tech-
nology projects and are looking for partners.

Liang Yao Ming, vice mayor of
Zhuhau invited the delegation to dinner
on March 24.

Delegates were also briefed on
Goalan port, the Zhuhai airport, the rail
link and expressway to Guangzhou and
the construction of the 52-kilometre Ling
Ding Yang cross-estuary bridge to con-
nect Hong Kong, the first phase of which
has begun.

Wen Jia Hong explained Zhuhai
aimed to be an industrial base and did
not intend to attempt to replace Hong
Kong, especially Hong Kong's role as the
financial and commercial centre of the
region.

Zhuhai’s population, even with a strict
immigration policy was expected to
reach saturation at four million by the
year 2000. |

Liang Yao Ming, Vice Mayor, toasts the Hong Kong delegates. Vice Secretary General Jia De Yao and Dr Y S Cheung exchange
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TECPNOLOGY PROJECTS

Wen Jia Hong briefs the delegates.
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Delegates study a processing line in one of the enterprises they visited.
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souvenirs.
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Yam gives interim view

HKAB rules are crucial to the maintenance of exchange rate stability

oseph C K Yam, chief executive of
J the Hong Kong Monetary Authori-

ty, says the Rules on Interest Rates
and Deposit Charges made by the Hong
Kong Association of Banks (HKAB) under
section 12(1) of the HKAB Ordinance, af-
ter consultation with the Financial Secre-
tary, ... are crucial to the maintenance of
exchange rate stability.

Joseph Yam makes this point (sum-
marised by The Bulletin) in two para-
graphs of a 12-paragraph reply to a letter
from Legislative Councillor Fred Li Wah
Ming, in which Li Wah Ming asked:
“Whether there exists any relationship be-
tween the Interest Rate Agreement and
the Linked Exchange Rate system?”

“Should the Interest Rate Agreement
be abolished will it be any significant im-
pact on the Linked Exchange Rate sys-
tem?” Legislative Councillor Li asked
Joseph Yam.

Concluding his long letter, Joseph Yam
says the Monetary Authority is still exam-
ining carefully the recommendations of
the Consumer Council Report published
at the end of February together with the
more recent response of the HKAB.

He adds: “The prudential issues are
important and delicate. But we shall, as
promised, arrive at a position within six
months of the publication of that Report.”

Joseph Yam’s “Dear Fred” letter, signed
“Yours sincerely, Joseph” reads as follows:

Letter in full

Thank you for you letter of 31 March
‘ 1994 requesting information concern-
ing the relationship between the ‘Interest
Rate Agreement’ and the Linked Ex-
change Rate System. You further asked
whether there will be any significant im-
pact on the Linked Exchange Rate System
should the ‘Interest Rate Agreement’ be
abolished.

2. In answering your questions, |
would first like to say that these involve
fairly technical subjects that have to be
examined in their proper context. In do-
ing so, we need to accept and remember
always that the objective of our macro
monetary policy is exchange rate stability
and that the achievement of this objective
is of crucial importance to the mainte-
nance of stability and prosperity in Hong
Kong: | fear that all too often many of

those commenting on the subject have

perhaps been drawn too much into a
sense, of complacency by the highly sta-
ble monetary environment that we have
enjoyed in the past 10 years or so.

3. The mechanism available to us for
maintaining exchange rate stability, of
course, centres around the Linked Ex-
change Rate System established in Octo-
ber, 1983. Since then, we have also intro-
duced a series of monetary reform mea-
sures to strengthen the system and our
ability to ensure exchange rate stability. |
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would not wish to bore you with what ex-
actly we have done and how effective
these have been. There is a series of pub-
lished documents and speeches on the
development of Hong Kong’s monetary
system that explains this well.

4. But I think it would be useful sim-
ply to draw your attention to the facts.
Our exchange rate has remained stable
despite an abundance of events in the
past few years. There were the stock ex-
change crash of 1987, the events in Chi-
na in June, 1989, the Gulf war in 1990,
the BCCI affair and the associated bank
runs in 1991, the turmoil in Exchange
Rate Mechanism in Europe -in 1992 and
the somewhat unpredictable ebbs in Sino-
British relationship from time to time.
These are events which could well have
sharply or even irreversibly moved the ex-
change rate, had we not, dare | say, tak-
en the initiative to strengthen our mone-
tary system and build up our monetary
armoury.

5. In this armoury is the mechanism to
influence interest rates of the Hong Kong
dollar, relative to those of the US dollar, in
a way that is helpful to the maintenance
of exchange rate stability. The theory is
simple. When the exchange rate in the
foreign exchange market is stronger than
7.80, which is the fixed rate for the issue
and redemption of certificates of indebt-
edness backing our bank notes under the
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Linked Exchange Rate System,

Hong Kong dollar interest rates would
be depressed to levels below those for the
US dollar so as to discourage further in-
flows into the Hong Kong dollar, and vice
versa when the exchange rate is weak.

6. There are, of course, different types
of interest rates. Not all of them are di-
rectly relevant to the exchange rate and
some are more relevant than others. The
relative importance in the context of ex-
change rate management also varies un-
der different circumstances. There is a
wealth of literature in monetary theory
on this subject. Generally speaking,
however, movements in short term inter-
est rates tend to have a bigger impact on
the exchange rate than long term inter-
est rates for wholesale deposits, for ex-
ample, the interbank interest rates also
tend to have a bigger impact on the ex-
change rate than interest rates for retail
deposits.

7. The different types of interest rates
are, however, inter-related. But the re-
lationships are not as well established, ei-
ther in theory or in practice, for they de-
pend very much upon a host of complex
factors peculiar to specific circumstances.
In monetary operations, therefore, it
would be prudent and desirable if the
central bank or monetary authority isin a
position to exercise effective influence
over a wide, if not the whole, spectrum
of interest rates, rather than overonly one
type. Put simply, an extensive monetary
armoury is always preferable to a restric-
tive one.

8. What we now have in our monetary
armoury for influencing Hong Kong dol-
lar interest rates are first, the so called
Liquidity Adjustment Facility (LAF),
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which is Hong Kong’s version of a discount
window. This was introduced only very re-
cently in 1992. One important conse-
quence of having put the LAF in place is
that upper and lower limits can effectively
be set for the interbank interest rate
overnight (ie very short term and whole-
sale) money. Although LAF has worked
well since, speaking as the architect of it, |
feel that it is too early to judge whether it
is robust enough for us to rely solely on it
in our attempt to influence interest rates to
achieve exchange rate stability.

9. Next, in our monetary armoury for
influencing interest rates are the fairly
well known Rules on Interest Rates and
Deposit charges (the Rules) made by the
Hong Kong Association of Banks (HKAB)
under section 12(1) of the HKAB Ordi-
nance, after consultation with the Finan-
cial Secretary. The Rules have a long his-
tory which is by now familiar to all, ex-
cept that the term ‘Interest Rate Agree-
ment’ is still mistakenly used. The Rules
are an effective mechanism for setting in-
terest rates for the type of retail deposits
they are designed to cover and to the ex-
tent that these retail interest rates may af-
fect the wholesale interest rate or the in-
terbank interest rates, or may directly af-
fect the desire to hold Hong Kong dollar
balances, they are relevant and helpful as
an instrument for the maintenance of ex-
change rate stability.

10. | would not, however, say that the
Rules, insofar as those provisions govern-
ing the interest paid on deposits are con-
cerned are crucial to the maintenance of
exchange rate stability. But they are un-
doubtedly helpful for this purpose, and as
Monetary Authority | would feel more
comfortable in managing the exchange
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rate if | am able from time to time to call
upon the assistance of HKAB to deter-
mine appropriate levels of interest rates
for retail deposits under the Rules.

11. | must point out in this connec-
tion that there are certain provisions in
the Rules that | would say are essential,
if not crucial, to the maintenance of ex-
change rate stability and these are those
relating to deposit charges. These are
more readily understood as the mecha-
nism for imposing negative interest rates.
They were put into the Rules by HKAB
having worked closely with Government
at the beginning of 1988. There had then
been rather intense speculation on a
revaluation of the Hong Kong dollar,
threatening serious disruption, among
other things, on the business of banking.
In the event, the mere introduction of
the provisions in the Rules concerning
deposit charges dealt a considerable
blow to the speculators and exchange
rate stability was quickly restored. Al-
though they have not been invoked, and
| hope they never will need to be, as
Monetary Authority | consider these
provisions to be an indispensable ele-
ment in our monetary armoury.

12. | hope this rather long letter is
helpful in answering your questions. If
you have further questions, | shall be hap-
py to consider them. But insofar as the rec-
ommendations in the Consumer Council
Report, published at the end of February,
are concerned, we are still examining
them, together with the more recent re-
sponse by HKAB, carefully. The prudential
issues are important and delicate. But we
shall, as promised, arrive at a position
within six months of the publication of
the Report. ]

EHE > NeHEEERS LFAHEE o
BRI —R > BEHEM S > RB
RSN ERFERRET S EE - M
BRI RSN ERR > K REE
He AFIRAES] - E LM — I ANET])
HEERIT A GHRETERREFTRR
Ol o B Y HRE ARAETEE > F
RITEBXZITE - SIEF RGBT
o BEEMEMER » ERFEANEERE o
HEARFHRFERER/O > BAFER
FAMAFEMLES| > B ASREER
KB LRGBS B o
FEEH KRB UL IR o RI0T
AR - RREEFAMLRE o ERRH
BERRGN_AREERORS » RMEfF
MPEEE - PR A G L BEERITAENH
TR EMMBEFEER - LANLER -
o FPTEKIBARG - RREERENN
BAREH SR © o |

The Bulletin May 1994 45




FINANCE AND BANKING ‘

Don’t get rid of
interest rate agreement

Paul Selway-Swift says we might need it in the future

on’t get rid of the ‘Interest Rate

Agreement’ just because Hong

Kong has had seven good years of
economic growth. You might need it in the
future, warns Paul Selway Swift, chairman
of the Hong Kong Association of Banks.

He defends the Association, created by
Statute in 1981, against allegations by the
Hong Kong Consumer Council that it is a
cartel that pays small depositors too low
an interest rate compared with what it
charges borrowers for its best lending rate.

Paul Selway-Swift begins an interview
with The Bulletin by asking:

“How can the Association support the
linked exchange rate system when you ad-
mit only 50% of Hong Kong dollar bank
deposits are covered under the ‘Interest
Rate Agreement’?”

He says he was asked that question by
Legco members the other day.

“My response was that there is no sin-
gle mechanism which can totally support
the Link.

“You have got to put it in the context of
banks that has just come through about
seven years of good economic growth,
prosperity, stability (with one or two minor
hitches) and full employment.

“But the day may come when for rea-
sons unconnected with Hong Kong — be-
cause of political events in China or some-
where else in the world — that the Hong
Kong dollar is threatening to devalue sub-
stantially.

Every mechanism

“If that happens, if you are going to main-
tain the value of the currency, you are go-
ing to need every mechanism and bit of
assistance you’ve got to prop it up and that
would include the ‘Interest Rate Agree-
ment.’

“Don’t get rid of it because of seven
years of good economic growth. You
might need itin the future,” says the senior
banker in HongkongBank who has been
with the bank all his working life and
served off and on in Hong Kong for 20
years.

He says: “Everyone forgets that. The
Hong Kong dollar has been trying to break
out of the strong side of the Link. One day
it might go the other way.

or
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“If there is intense speculation against a
revaluation of the Hong Kong dollar you
have got embodied in the ‘Interest Rate
Agreement’ the negative interest rate rules
which enable the Government, through
the ‘Interest Rate Agreement,’ to impose
negative interest rates in Hong Kong.

Paul Selway-Swift says the value of the
Hong Kong Association of Banks is really
in two areas:

The first thing is that it provides a meet-
ing place for members of the banking
community to exchange views and discuss
matters of individual bank interest. A lot of
people say they are just looking after
themselves.

“But | think what the HKAB members
are also doing is they are looking at ways
of providing stability in the banking sys-
tem and they are looking at ways of im-
proving the banking system.

“Like, for example, the clearing system.
And, how they got involved in the stock
exchange clearing and settlement system.
They have been involved in general regu-
lations to protect depositors. They have a
regular dialogue with Government
through the Banking Advisory Committee
and Government uses us as a sounding
board for contemplating any changes in
regulations.

“It is basically a body to represent one

of the most important industries in Hong
Kong.”

“If the ‘Interest Rate Agreement’ is
abolished what are we going to get?, the
tall and congenial Chairman of the Associ-
ation that fixes deposit rates asks.

His answers:

® First of all, Government is going to
lose one of the measures it uses to
achieve exchange rate stability — the
most important thing in Government
monetary policy.

® Two, there is a good chance that,
having the shackles of the interest rate
agreement taken off, banks may start to
compete more aggressively for deposits.
It will push up the cost of funds.

“In the past when banks pushed up
the cost of funds they have had to look
for assets that produced a higher rate of
return to compensate them. That meant
higher risk that led to bank failures.

Risk of failures

“So there is the risk of bank failure, plus
the fact that the smaller banks, which |
think are an important part of our banking
system, may not be able to compete.

“To be quite honest the Bank of China,
the Hang Seng Bank, the HongkongBank
and the Standard Chartered can live with
it. But it is going to be very tough on the
really small banks.”

Paul Selway Swift produces an official-
ly published chart showing that after inter-
est rate deregulation in the United States
the number of banks that had to close has
been going up dramatically.

“Before US deregulation, he says, you
had a maximum of 16 banks closing every
year. By 1989 you had over 200 banks per
year closing.

“One is thus worried about the small
banks’ ability to compete and, if they do
compete, they are going to have to pay
very high costs for their funds. That may
force them into higher returning, high risk
assets.”

Small depositor
Secondly, what will it mean to the small
bank depositor? Selway-Swift asks.

“If we do actually lose the interest rate
agreement what | can tell you — and what
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I have been trying to tell everybody — is
that, in fact the small depositor, which the
Consumer Council says it is trying to pro-
tect, is the person who is going to lose out.
Because, in today’s environment, banks
are subsidising small depositors.

“Anybody who has got a savings ac-
count with less than HKD30,000-40,000
in it is being subsidised by the banking
system. We have done a calculation based
on HKD10,000. The cost to a bank to run
a typical account with HKD10,000 in it is
well over HKD1,000 a year.

“It is really quite simple. If banks are
paying small savings bank holders 2% in-
terest and they put that money into the in-
terbank market at 3.5%. That is 1.5% mar-
gin which the bank will earn on
HKD10,000.

“My maths tell me that's HKD150. That
does not go very far when it comes to
maintaining a large network of bank
branches: Paying for the lights and aircon-
ditioning to be turned on every day; pay-
ing rent on retail space which is up to
HKD200 per square foot in the best areas
today; providing staff and their uniforms;
and, providing ATM networks.

“The capital in ATM networks is very
large. ATMs run at hundreds of thousands
of HongKong dollars each. And there must

be at least 500 ATMs in Hong Kong.
Good deal

“The small man is actually getting a good
deal. We are able to run his account at a
loss because we don't pay interest on cur-
rent accounts. That gives us a profit which
we make from both companies and the
big individual account holders who leave
their balances in their chequeing accounts
interest free.

“We use that profit to subside the cost
of savings accounts for the small man.

“If you are going to take the ‘Interest
Rate Agreement’ away and force us to pay
interest on current accounts, we are going
to have to say to the small man: ‘Either pay
us HKD100 a month to keep your account
— or take it away.’

“You are really going to give banks no
alternative. The Consumer Council just
doesn’t seem to be able to see this.”

Mergers

Paul Selway-Swift says mergers of small
banks are a possibility if the interest rate
agreement is abolished. Why did it hap-
pen in the past? It happened because a
bank got into trouble. Wing On Bank,
Overseas Trust Bank, Hong Kong Com-
mercial Bank, Hang Lung Bank all were
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troubled banks.

“It is fairly normal for a bank which has
got problems to merge with a bigger
brother, either local or overseas. When
that happens, then there would be less
diversity in the industry and greater
control by the big institutions.

“All the sort of things which the
Consumer Council says it doesn’t
want.”

Paul Selway-Swift sums up: “To me,
it is not a question of us trying to justify
the ‘Interest Rate Agreement.” The fact
is we have had a vicious attack on the
agreement by the Consumer Council
and it is a question of pointing out that
the reasons given in this attack are
based on flawed assumptions.

“What the Consumer Council has
said is that there is a monopolistic rent
being made by banks in Hong Kong. It
has said banks are making a huge
amount of money.

“They have based their calculations
on the difference between the savings
rate and the best lending rate. What
they seem not to understand is that the
best lending rate is the bank’s reward
for the risks it takes in lending to an in-
dividual or to a business.

“You can't say that is a profit being
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HKAB
objectives

T he Hong Kong Association of
Banks in its brochure says it
is committed to:

® Promoting the application of best
practice throughout Hong Kong
banking industry;

® Encouragin the highest standard of
service for its members’ customers;

® Fostering growth and stability
within Hong Kong’s banking industry;
® The continued development of
Hong Kong as an international finan-
cial centre;

® The development of the territory’s
role as a banking and financial entr-
erpot for China. [
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made out of depositors. Yes, it is a profit
in most cases. But sometimes it is a loss.

Liquidity

“On top of that, there are all sorts of other
risks to the commercial risk or the risk of
default. Such as, you can’t always perfect-
ly match your deposits with your loans.
The periods are different — the interest
rate is set for a different period. There is a
different base.

“Besides, the Hong Kong Monetary Au-
thority tells banks we have to keep a cer-
tain amount of what they call, liquidity.
Certainly we are able to meet our deposits
whenever we are called upon to do so.
But that liquidity in turn has a cost to it be-
cause we have to put it in very, very low
yielding assets.

Paul Selway-Swift says: “To me the
most important things are:

® Firstly, | would say don’t change the
‘Interest Rate Agreement.” We are going
through a period of tremendous change
anyway. We don’t want any additional
change, particularly a change which
could lead to some instability within the
banking system.

® Secondly, if you take it away you're
removing an important component of the
mechanism which helps to maintain our
Linked Exchange Rate system.

® Thirdly, the Consumer Council says
the banks are making a lot of money by
abusing their monopolistic position at the
expense of the small depositor. That is not
true and we have the figures to show that
is not true. The amount of money made
from small depositors is genuinely very,
very small.

Where do you make most of your
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money?

Paul Selway-Swift: “That’s a good ques-
tion. It is a question | was asked the other
day in Legco.

“Everybody says the banks in Hong
Kong are making so much money.

| told Legco members ‘Yes, they are —
and it’s great. Everybody should be happy
about it. You have a stable banking system
and we hope the shareholders are happy.
We've had a very good run generally of in-
creasing profits for six or seven years.

He asks: “Why are banks in Hong
Kong very profitable?”

Paul Selway-Swift gives the magic an-
swer: “You need one or two factors to
have a profitable bank. One, you need a
good economy. A growing economy that
presents opportunities to do business.

I thought you helped create the
growing economy, lending capital to in-
vestors and helping finance trade?

Paul Selway-Swift: “That’s kind of
you. Not everybody appreciates that
unfortunately.

Bad debts

“We have had a very good growing
economy over the last few years. So we
have had increasing business opportu-
nities. On top of that, because you have
a good economy, you get a lower level
of bad debts.

“That is one of the big differences
between North America or Europe. Our
bad debt experience is much better
than it is in other parts of the world. We
don’t have to set aside a lot of money.

Have some banks abroad made too
many mistakes in lending money?

Paul Selway-Swift: “That’s right they
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have, but they have also faced very dif-
ferent economic conditions. To be fair,
economic conditions for them have not
been favourable. There were mistakes
made but, at least partly if not entirely,
it was the fault of the economy in which
they were operating.

“In Hong Kong, relative to the size of
the economy, you have a disproportion-
ately large volume of external trade.
That is very good business for banks —
letters of credit, foreign exchange, guar-
anteed commissions, interest, etc. It’s
wonderful business. In other countries
you don’t get that sort of relationship
between external trade and your GDP.

“The average person in Hong Kong |
think also manages his money more ag-
gressively than people in the UK do.
Okay, some people may say under the
interest rate agreement the interest rates
are too low. But they have got the op-
portunity to switch to other currencies.

“I would say if you walk down the
street in Hong Kong and ask the first 10
people you see, ‘What is the exchange
value of the Japanese yen?’ you would
get a greater proportion of correct an-
swers in Hong Kong than anywhere else
in the world.

“People are interested in money.
They look after their money. And, they
know what it is worth in different ar-
eas.”

Paul Selway-Swift says there is one
other factor making banks very prof-
itable in Hong Kong.

“We don’t have s huge amount of
staff. The staff here are very hardwork-
ing and productive. That makes us more
profitable.”

He says the cost-income ratio of the
HongkongBank is 39%, the Midland
Bank 60%. The cost-income ratio of
other big banks abroad is higher than
HongkongBank.

“You get better income here because
our staff are very productive. Our costs
are lower.” [ ]
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The first ever Directory of Franchise Operations in Hong Kong, published
by the Hong Kong Franchise Association, is NOW AVAILABLE. It includes:

* Advice for franchisors and franchisees

» List of overseas franchise associations

» The HKFA Code of Ethics

and of course

» A Directory of Franchise Operations in Hong Kong
To order, please complete the following Reply Form and return to the Hong
Kong Franchise Association together with a cheque for the appropriate amount
made payable to * The Hong Kong General Chamber of Commerce’. HK$50 per

copy for members and HK$60 per copy for non members. For enquiries,
please call 823 1225 Ms Sara Chan.

PoPpodbbbdGdpbddodpbdddodddd
To: Hong Kong Franchise Association
22/F Unit A United Centre
95 Queensway, Hong Kong

I would like to buy copies of your Directory of Franchise Operations in
Hong Kong. Enclosed is a cheque for HK$

Name of Company

Contact Person

Address

Tel Fax




You know VAT?

There’s a no risk way for business travellers to

reclaim value-added tax

verybody knows that travelling in
E Europe is expensive. Most also

know that high European prices
for goods and services are partly due to
valued-added taxes (VAT). Unlike sales
taxes, which are tacked on at the cash
register, VAT is hidden in the quoted price
and can come to 20 per cent or more on
such big-ticket items as hotel bills, profes-
sional fees and transport.

Many frequent visitors to Europe know
that a few years ago VAT became re-
claimable. For tourists, reclaimable VAT
usually applies only to merchandise. But
it is not as widely known that business
travellers can reclaim VAT paid on most
ordinary expense account items : hotel
accommodation, meals, car rental and
petrol, transport by taxi, limousine or rail,
phone and fax, professional fees for advi-
sory legal and accountancy services and
registration fees for training courses, con-
ferences and trade shows.

The catch is that most accountants do
not know to file for VAT properly. The
rules and procedures for filling are stipu-
lated by an ever-changing body of law that
is still being written by a dozen govern-
ments. One innocent mistake can have
the filing company black-listed by a bu-
reaucracy thousands of miles away, mak-
ing future claims difficult, if not impossi-
ble. There’s more, filing must be done in
the language of the refunding country,
with original receipts (which are returned).

The thing that few business travellers or
their companies can figure out is a smart
way - an easy, reliable and inexpensive
way - to stop getting soaked in European
VAT. The answer is to let a specialist file
for your refund, in exchange for a percent-
age of the money he claws back for you.

“We look for three types of clients,”
says Don Sniegowski, managing director
of Meridian VAT Reclaim (HK) Ltd.
“Those who have just learned about re-
claiming VAT, those who know about it
but think it isn’t worth the paperwork and
finally, those - usually large companies -
who are already reclaiming VAT but not
getting back as much as they should.
This last group is where we se the
biggest potential.”

Merdian VAT Reclaim is Hong Kong’
first and largest of such services, having
opened in the territory in March 1993.
Parent firm Meridian VAT Reclaim Inter-
national Ltd., a British-American joint

venture, has regional offices in more than
30 cities on five continents. In 1993, the
firm successfully reclaimed US$200 mil-
lion world-wide, which is a lot of money to
flow through one company in an industry
that is only four years old.

“It all began at the end of 1989, with
the passing of the Thirteenth Directive by
the EC - now the European Union -
which said that people from non-EC
countries could reclaim VAT,” recalls
Sniegowski. “Meridian was in business
the following year.”

Sniegowski credits Meridian’s repaid
growth to its sharp focus on VAT reclaim
and its ability, because of its focus, to
stay abreast of changing tax laws.

“We have a number of people in Eu-
rope who used to be administrators of
VAT, he says. Based on their expertise,
we’'ve compiled our own manual for
Hong Kong, which we update every few
days with new information sent to us by
our experts in Europe.”

For clients of VAT-reclaim companies,

the filing procedure is painless and with-
out risk, as the services typically do most
or all the paperwork for an agreed per-
centage of the amount successfully re-
claimed. If there is no refund, they charge
no fee. Costs vary depending on the com-
pany handling the job, the size of the po-
tential refund and the anticipated difficul-
ty of completing a successful claim.
Meridian’s fees start at 20% for most cur-
rent claims but run higher for retroactive
claims, which some countries (notably
Germany and Netherlands) allow dating
back for four or five years. The countries
most generous in returning VAT are the
United Kingdom, (which levies 17.5%
across the board), Germany (usually 15%)
and Sweden (21-25%).

Having determined a prospective
client’s eligibility for VAT reclaim and the
size of the potential refund, Meridian
draws up a management agreement and
asks the client to supply a few necessary
documents. The company’s accountants
then roll up their sleeves and go to work
retrieving the receipts and invoices that
will be the basis of the claim.

“This is a special service but our com-
petitors simply don’t have the expertise or
manpower to match.” Sniegowski claims.
Typically, a client will point us to a ware-
house, and our team of retrievers will go
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through their hundreds of boxes. A jack-
of-all trades could do this but wouldn't al-
ways know what to look for. Meridian’s
team of auditors look at the accounting
journals, expense reports and invoices
and are typically able to get two to four
times more in VAT refunds than our cus-
tomers could themselves.

Sometimes getting the maximum re-
fund means collecting against receipts
that have been lost or thrown away. This
requires serious digging.

“You need to be able to go through the
company’s books and see possible claims
even where there are no invoices,”
dian VAT Reclaim InternationalLtd. /5 —
W~ E5EAF B IEEEMBHEE &
MR FRIM=+ A8 o £—II=F >
R% 2N B I ED A R (B 42 B 45 B IR 2 3k i

BET  EHREEFITE > EANLEH
MEEIMA—BBOLERMFERFHR AT > &
TEBTEA o

BExmisL  TE—WEA—LAR
BRI S i 558 7 =EiE4 > FTHRE
FEIHRROA LR EIM IR o RREA
REERFRZE o

fill a2 A 32 A F EBREATGRN R > Bl
RATEEREEREAEMINRES - A
RAEEL T mEBMESIEZHZERLT > T
RS LIl o

bt - TERMERINER —HAT > —
M HE FHINREVITEE o ~EARMREM I
MEEMREARDFMEUEEEER > MAS
EEONTEERREFAITER - EMER
HAREFER © J

P EERE B I AT 6% 5 m
T WEBERRFEAERSH LR ER
B ARAaREMLFRHFERDSTEEZET
o LRI ELR M i H 5 IR E
o BRINZEETRR - KB AR AR
Z o MK BRIR FEEEZE LIFAAT ~ a]

Sniegowski explains. “Pouring over the
books is Meridian’s forte. And we’re effi-
cient at getting the receipts and invoices
reissued because we're a big company
with worldwide reach,” he claims.

Sniegowski expects to do well this
year, as his company’s Hong Kong client
list has grown to over 300 firms, including
many of the territory’s largest and most
prestigious companies: the hongs Swire
& Maclaine and Jebson, property giants
Hong Kong Land and Vigers, financial
stalwarts Bank of East Asia, CITIC and
Prudential Assurance and such well-
known names and retailing as Alfred
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Dunhill, Dairy Farm, Seibu, Lane Craw-
ford, Joyce and Esprit. In electronics,
Meridian clients Siemens, Texas Instru-
ments and Team Concepts stands out, as
does TVB International in entertainment.
In Hong Kong’s most important travel in-
dustry, Meridian has landed accounts
with the territory’s largest hotel chains
and the Hong Kong Tourist Association.

“Anyone can get an invoice and pass it
on,” Sniegowski concludes. “But what'’s
important is how successful you are. Ours
is better than 90%, and that’s very good.”

It's even better if you think of it as
revenge. |
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‘ NEW BANKNOTES

Bank of China HK dollar

note issuance

Five Denominations

ank of China began issuing Hong
B Kong dollar notes on May 1,
1994.

The notes are issued in five denomina-
tions: HK$1,000, HK$500, HK$100,
HK$50 and HK$20.

The Bank of China notes are designed
by combining the contemporary styles of
notes from a number of countries with
traditional characteristics of Chinese arts
and crafts. They are concisely designed,
finely delineated and harmoniously
coloured, it says.

The front panel of the notes features
the Bank logo, Bank of China Tower, and
different floral patterns. The bank panel
highlights some scenic spots of Hong
Kong. An engraved stone lion water-mark
can be found both in front and at the back
of each note. The design motif is symbolic

of Hong Kong's continuing progress, filled
with vitality and jubilance.

The 1000-dollar banknote has a gold
colour scheme.

The front panel features the Bank logo,
Bank of China Tower and the Bauhinia
flower as its central theme.

Pinkish purple in colour, the Bauhinia
is fancy in shape with a uniquely sweet
aroma. lts attractive, stylish appearance
distinguishes itself as the representative
flower of Hong Kong. The Bauhinia is
also used to symbolise prosperity and sta-
bility of the territory.

The back panel features a view from
the Peak overlooking the Central district.
The overall atmosphere is busy, success-
ful and cosmopolitan. The aptness of
Hong Kong's description as “The Pearl of
the Orient” is perfectly exemplified
through this magnificent view.

The 500-dollar banknote has a brown
colour scheme.
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The front panel features the Bank
logo, Bank of China Tower and the Peony
flower.

The Peony blooms in Spring. Famed for
its elegance and refinement, the Peony is
regarded as “a top beauty of the nation”.
Wealth and vigour are two common at-
tributes of this national flower.

The back panel features a layout of
Hong Kong’s Container Terminal in Kwai
Chung. As one of the largest ports in the
world, the Terminal is also ranked one of
the busiest places in handling container
traffic. The incessant flow of goods is a
clear indication of Hong Kong's fast
growth in import and export trades.

The 100-dollar banknote has a red
colour scheme

The front panel features the Bank logo,
Bank of China Tower and the Lotus flower
as its main theme.

Lotus is considered a “Summer Flow-
er” because it blooms mast radiantly in
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summer. Grown in mud ponds, the Lotus
emerges above water and stays in its own
willowy style, aloof and uncontaminated,
while disseminating its mild but far-reach-
ing fragrance. Lotus is also personified to
that of a gentleman, hailed for its upright
and respectable qualities.

The back panel features a view of-the
southern Kowloon Peninsula. Tsimshatsui
is primarily a cross-road of commercial,
tourist and cultural influence. The juxta-
position of the ancient Clock Tower and
the modern Culture Centre is particularly
indicative of Hong Kong'’s growth during
the past century — a merging of older val-
ues with contemporary beliefs.

The 50-dollar banknote has a purple
colour scheme.

The front panel features the Bank logo,
Bank of China Tower and the Chrysanthe-
mum flower as its main theme.

The Chrysanthemum blooms most
charmingly in Autumn. With its rich
petaled layers and a pleasant fragrance,
this “Autumn Flower” offers the beholder
an enjoyable view of the many appeal-
ing facets of the season. Traditionally,
Chrysanthemum is representative of

health and happiness.

The back panel features the first cross-
harbour tunnel of Hong Kong. completed
in the early 1970’s, the Cross-Harbour Tun-
nel links up the transportation network of
Hong Kong Island and Kowloon and is in-
strumental in accelerating the metropolitan
developments of the territory.

The 20-dollar banknote has a blue
colour scheme.

The front panel features the Bank logo,
Bank of China Tower and the Narcissus
flower as the main theme.

The Narcissus has been long recog-
nised as a flower of beauty and grace. Its
long-stemmed elegance, brilliant green,
white and yellow colouring, its light and
refreshing fragrance have been likened to
that of an angel, conveying propitious
wishes and good fortune.

The back panel features a group of
commercial buildings in Central and
Wanchai, the thriving financial and trad-
ing districts of Hong Kong. The many new
high-rises in the region reveal the on-go-
ing strengths of Hong Kong in retaining its
status as an international trading and
financial centre. ]

To advertise in

The Bulletin

Please contact
Simon C.K. Wong

In-Group
Publications Ltd
Tel: 887 1830
Fax: 806 0645

B R

I <
i
s

s
2

l|jx_ll I
< I SF (38

By
u!

an

—

RERITUBLE

BANK OF EAST ASIA 75TH ANNIVERSARY

56 The Bulletin May 1994




TES

Trade Effluent Surcharge (TES)

ix officers fromthe
Planning, Environ-
ment and Lands

Branch attended a
roundtable lunch with
Chamber members on

March 24 to brief members
on the method of assessing
the proposed Trade Effluent
Surcharge (TES) which heav-
ier than domestic users will
pay to achieve more equi-
table distribution of the fu-
ture operating costs of the
Government’s new HKD12
billion sewage works.

The Government is
meeting the HKD12 billion
capital costs but the operat-
ing costs will fall on all
users (commercial and do-
mestic) on the polluter pays
principle.

Enabling legislation is
now being drafted and, sub-
ject to the approval of the

Legislative Council, the
charging scheme is expect-
ed to be implemented in Au-
gust 1994.

TES will be applied to all
industrial and commercial
premises which discharge to
the public sewers a wastew-
ater strength exceeding do-
mestic sewage, which is ap-
proximately 250 grammes
per cubic metre of biochem-
ical oxygen demand (BOD).
But instead of using BOD,
the chemical oxygen de-
mand (COD) will be used as
the determinant.

COD will measure the
oxygen demand because it
is simpler and easier to cal-
culate and because it is used
in overseas countries for as-
sessing industrial wastewa-
ter strength.

During the first stage of
implementation of the TES

scheme it will not be possi-
ble to sample all premises.
A rapid assessment method
will be used to assess the av-
erage COD and a discharge
factor. A COD for each in-
dustrial sector will be as-
sessed. The assesments will
be based on detailed data
obtained by the Environ-
mental Protection Depart-
ment during its monitoring
of discharges under the Wa-
ter Pollution Control Ordi-
nance and other relevant
data.

The mathematical formu-
la for charging TES was de-
scribed to the Chamber
roundtable meeting. TES
will be billed separately to
the general sewage charge.
Less than 1% of the two mil-
lion user accounts, or
15,000 trade accounts, may
be subject to the surcharge.

A penalty of 5% will be
levied on unpaid TES. A TES
account holder may apply
for a review of his COD
concentration and/or dis-
charge factor used in deter-
mining his TES.

TES is not expected to
have significant financial
impacts on industry and
trade, the Government offi-
cers said. Depending on the
intensity of water usage and
the excess pollulant load
generated, operating costs of
most of the medium to large
establishments in the sample
industries will increase only
modestly by 0.06% to
0.54%.

Measures to conserve wa-
ter, pretreat the effluent or to
upgrade production process-
es could help reduce sewage
bills substantially, Chamber
members were told. [ ]
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TYPHOONS

Typhoons and rainstorms

he Labour Depart-
I ment is reminding
employers, as the

typhoon and rainstorm sea-
son begins, of the Depart-
ment’s advice on drawing
up agreements with employ-
ees about when they should
work or be released from
work:

® First, the Labour De-
partment says the conditions
under which employees are
required to report for duty or
to stop work should be
clearly stated. For example,
the agreements should spec-
ify the typhoon signal num-
ber or the colour code for
rainstorm warnings.

® Second, due consider-
ation should be given to em-
ployees’ safety in the work-
place as well as their jour-
ney to and from work. Nor-
mally when Typhoon Signal
No 8 is hoisted or public
transport services are to be

suspended shortly, employ-
ees who have not reported
for duty should be allowed to
stay at home. Those who are
already at work should be re-
leased as soon as practicable.

® Third, having regard to
the weather conditions at
the time, priority to leave
the work place should be
given to employees who live
in remote areas or where
public transport is not easily
accessible.

® Fourth, the BLACK
rainstorm warning indicates
that the weather conditions
are inclement and the roads
are seriously flooded. If such
warning is issued during
working hours, employers
should let their employees
remain in a safe place until
the warning is cancelled
and traffic conditions have
improved. Those who have
not yet reported for duty
should follow the advice of
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the Royal Observatory to
stay at home or take shelter
in a safe place until the rain-
storm has passed. Personal
safety should be the prime
consideration when decid-
ing on the appropriate work
arrangements.

® Fifth, if employees
have to work during ty-
phoons or rainstorms, such
requirement should be
clearly stated before em-
ployment commences. Em-
ployers should provide these
employees with adequate
facilities to ensure their safe-
ty at work in such circum-
stances.

The Labour Department
says that each agreement
should spell out the method
of wage calculation in the
various circumstances. As
typhoons and rainstorms are
natural calamities that can-
not be avoided, employers
are strongly advised not to
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deduct attendance bonus
from employees who cannot
report for work or are.late
for work due to typhoons or
to rainstorms.

On resumption of work,
the Labour Department says,
employers should also spec-
ify the conditions under
which employees should re-
turn to work when typhoon
signals or rainstorm warn-
ings are lowered during
working hours.

In drawing up agree-
ments on work arrange-
ments in times of typhoons
and rainstorms employers
should consider the needs of
their employees in addition
to their own. They should
adopt a flexible approach
wherever possible.

If assistance is required,
the Labour Relations Divi-
sion of the Labour Depart-
ment will be glad to offer
advice. [ |
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For reservation and information :

or Nan Hai Hotel: Shekou Industrial Zone, Shenzhen, PRC.
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SEHY - BREN
Agreement Settled - Worth a Toast

i edBina

Only at the
uan hau kﬂfeﬂ, Shekou, Shenzhen

mnhathpﬂM‘Iéféfbé
P REBAM R L TRY G WIER
Managed by Miramar I ional Hotel M Corp., S.A

% ©(852)315-5388 % 366.0813 M © 43491 MIRGP HX

BBAIE 1 518069 A% (755)660-2888 B | 420879 NHHTL CN

B

Hong Kong Office= 2/F, Hotel Miramar, 118-130 Nathan Rd., Kin., H.K. Tef”(852) 315-5388 366-0813 TIx: 43491 MIRGP HX Fax: (852) 311-7686
Post Code: 518069 Tel: (755) 669-2888 TIx: 420879 NHHTL CN Fax: (755) 669-2440

Hotel charming environment is gracefully and
uniquely decorated with tranquil and breath-taking
garden and seaview.

All 396 deluxe rooms and suites are tastefully decorated
and fully-equipped.

Superbly located at Special Economic Zone of Shekou
with sound traffic network.

Business centre and function rooms are interconnecting
and spacious with well-trained staff.

Restaurants and bars serve the finest of Chinese and
Western cuisines and delicacies.

Hotel classy recreational facilities include outdoor swim-
ming pool, mini golf, tennis court, karaoke disco etc.
Renowned scenic spots and mini golf clubs nearby add
extra value to your stay.

S-star attentive service reflects our warm hospitality.

B ME : (852) 3117686 Hik Jek ok
(755)669-2440  HAKKITREN
SRERRTEENAG
or your travel agents OVTICIAL ANTAK HOTEL



Two billion in losses

Bill Blaauw says manufacturers may have to sue

ill Blaauw, once dubbed Hong
B Kong’s “Mr Toys,” says Hong

Kong toy manufacturers with fac-
tories in China have probably lost HKD2
billion over the European Union’s (EU)
sudden imposition of quotas on China-
made toys.

He is a long-standing member of the
Chamber’s Europe Committee and a foun-
dation member of the Toy Council.

Bill Blaauw says: “As you know 98%
of Hong Kong’s toy industry has gone into
South China over the last 10-15 years and
practically all the factories now in China
belong to Hong Kong owners.

“Not so long ago the EU sent a mission
to Beijing and offered to release China
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from EU quotas on something like 3,000-
4,000 products provided that new EU
quotas were imposed on toys, footwear,
radios and porcelain and ceramic kitchen
and tableware.

“The Chinese apparently didn’t argue
and nobody thought about it seriously un-
til on March 1 when the EU announced
40% of our toy business from China to
Europe would be affected. That is a cou-
ple of billion dollars worth — not by any
means just a small sum.

“They announced the new quotas on
March 1 with a March 15 deadline. When
we checked with our customers in Europe
and with the factories and exporters here
they knew nothing about it. We queried

the Hong Kong Government which said it
was not involved as it was a matter be-
tween China and Europe.

“But unfortunately all Hong Kong toy
manufacturers are involved. We thought
the EU would come up with detailed in-
structions. But we heard nothing after
March 15.

“And as a result of this undemocratic
and arbitrary EU decision our shipments
of toys from China to Hong Kong for re-
shipment to Europe and shipments di-
rectly from China to Europe have been
affected.

“Besides, consignments already
shipped are now floating on the water
without import licences based on these
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new quotas. We have asked our cus-
tomers to apply for import licences. Their
applications will eventually reach Brus-
sels where we hope they will give import
licences to our customers.

“Meanwhile we are sunk. May be
1000-2000 containers full of toys are
costing us millions of dollars in bank in-
terest, insurance, and storage charges ei-
ther in Hong Kong or in Europe.

“This is a costly business. But worse
still, the EU comprising democratic coun-
tries have arbitrarily introduced quotas
without giving us even three or six
months’ notice.

“Of course, we have taken this up
with the EU representative in Hong Kong.

Our Toy Council gave an expensive lunch
for all the EU consular officials and ex-
plained our situation. But we have heard
nothing.

“Perhaps we shall have to sue the EEC
forour losses.

“Apparently the footwear people, the
big boys like Nike, have sent their solici-
tors at vast expense to Brussels. I've heard
the lawyers have contended the EU’s ac-
tion is not in accordance with the Treaty
of Rome and have succeeded in having
the more expensive categories of
footwear exempt from quotas.

“So if you can afford to send your
solicitor to Brussels you might get some-
where.

EU QUOTAS

“Meanwhile the smaller toy factories
are suffering. Whether we will jointly
sue the EEC | don’t know. But first we’ll
have to have a firm idea of the actual
damage the EU quotas have caused.

“The Toy Council may send a delega-
tion to Europe.”

“I would say when all the damage is
added it could be HKD2 billion which is
not very funny.

“We are surprised that the otherwise
friendly and non-discriminatory EU
would take such steps.

“Of course, China hasn’t yet rejoined
the GATT. That is what makes it possi-
ble for the EU to arbitrarily impose its
quotas.” ]

Remove the new EU quotas!

T he General Cham-
ber has written to
Etienne Reuter, head
of the Office of the Commis-
sion of the European Com-
munities in Hong Kong, ex-
pressing concern about the
introduction of Community-
wide quotas on seven im-
portant export products of
Chinese origin: Toys, foot-
wear, gloves, porcelain
kitchen and tableware, ce-
ramic kitchen and table-
ware, glassware and radios.

Chamber Director, lan
Christie, in a letter on April
11 to Etienne Reuter, says
the prevailing sentiment on
the new scheme is that the
quotas are unworkable due
to time constraint factors.

“As llustrated in the case
of toys, the buying season is
in the autumn, leading to
trade fairs in January and
February with deliveries
beginning in March. The in-
troduction of the new rules
has served to disrupt the
planning process for pur-
chases by importers in Eu-
rope and production by
exporters in Hong Kong/
China,” he said.

Compounding the prob-
lem of the timing of the an-
nouncement, a lack of prior
information was sited by
members as contributing to
the confusion surrounding
the implementation of new
quotas.

“While European buyers

had either cancelled or
placed on hold all orders
pending further develop-
ments with the new quotas,
companies in Hong Kong
with production bases
in China or sourcing from
China were hit with the
problems of increasing
stockpiles, increased ware-
house rents and uncertain
production plans,” the
Chamber Director said.

lan Christie’s letter went
on: “It has been pointed out
that the quotas would con-
tribute to.higher inflation in
Europe as a smaller supply
would lead to higher prices
against increased demand.
The scheme is also likely to
backfire on European sup-

pliers of materials and com-
ponents which go into a
sizeable proportion of toys
and electronic products
made in China.

“Qur conclusion is that
the new quotas system will
adversely affect trade be-
tween Hong Kong/China
and the European Union
while impacting on the
Union’s exports to non-quo-
ta markets such as Sweden,
Malta and the Middle East,”
lan Christie wrote.

“We hope that through
your Office, Brussels can
be persuaded to take into
account the interests of
all concerned and to re-
move the quotas on these
Chinese-made products.” B
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EDI for retailers

HKANA executives explain results of Working Group and pilot

he Hong Kong Article Number-

I ing Association (HKANA), found-

ed in 1989 by the Hong Kong

General Chamber of Commerce, has re-

vised its role within the retail and distribu-
tion industries.

With 95% of Hong Kong’s major gro-
cery retailers having adopted bar code
scanning, HKANA s turning to help oth-
er sectors, especially general merchan-
dise retailers realise the benefits of
technology.

In addition HKANA is helping grocery
retailers achieve further cost savings by
managing their supply chains more effi-
ciently through the introduction of a
range of services to help its members
implement Electronic Data Interchange
(EDI) technology.

Alastair McKendick, finance and sys-
tems director of Wellcome, the newly ap-
pointed chairman of HKANA and Russell
Stucki, regional managing director of
Park’N Shop, the new vice chairman,
announced the revised HKANA role at a
press conference on April 21.

HKANA works on international stan-
dards for bar coding and EDI laid down
by the Brussels-based International Article
Numbering Association (EAN).

Alastair McKendick chaired the 1992-
93 Working Group, established by
HKANA, the Retail Management Associa-
tion and others to investigate the suitabil-
ity of EDI for Hong Kong's retail and dis-
tribution industry. He wrote the subse-
quent report.

He told the press conference seven
companies worked together for over a
year in the EDI Working Group to deter-
mine whether or not EDI had a broad
commercial application in Hong Kong,
how to do it and what the benefits were.
The companies were Park’N Shop,
Wellcome and Circle K on the retail side
and Nestles, Dairy Farm Swire Bottlers
and A S Watson Supply Manufacturers on
the supply and manufacturers side.

Finally, they did a three month pilot
actually using live transactions to make
sure EDI worked. The pilot study focused
on purchase orders and confirmations
but there is a whole host of messages in
the supply chain that can be transmitted
electronically.

Alastair McKendick said: “We found
quite quickly EDI is no technical matter
but a business matter. The hardest thing

Alastair McKendrick.

we found in doing this pilot was how
uniquely to identify each and every
possible variation in product. What we
previously considered as single products
we quickly found we had to identify every
single variation whether it is colour, size
or flavour and whether it comes in a box
of 12 or 24.

“The Working Group concluded for
EDI to be successful, the message for-
mat had to be standardised and the de-
livery locations had to be uniquely
identified. To achieve these requirements
we recommended EAN message stan-
dards and the EAN article numbering
system (which HKANA uses) for products
and locations.

“In the case of Wellcome we have
spent the intervening period making
changes to our computer system at our
computer centre so that we can provide
to our buying department the same
generic solution as our suppliers.”

He said Wellcome was now using EDI
for purchase orders to three local suppli-
ers and intended extending EDI to hun-
dreds of local and overseas suppliers us-
ing purchase orders and confirmations
first.” Once suppliers were comfortable
with the first step, Wellcome intended
introducing other messages.

“We see EDI as one of the fundamen-
tal building blocks on how to run our
business through to the next century.”

Alastair McKeridick said general mer-
chandise people have begun getting in-
volved in EDI. Wing On was developing

Russell Stucki.

a pilot. It planned initally sending all its
purchase orders and receipt confirma-
tions by EDI.Longer term, it planned pro-
viding all its sales data to its suppliers on
a Just-in-Time basis to speed up its supply
chain.

HKANA was developing a series of
executive briefings to explain the oppor-
tunities and the impact EDI was going to
have on their businesses. The HKANA is
looking at how it can service particularly
its smaller members with practical and
impartial advice and support to improve
their efficiency through EDI.

Russell Stucki, a former chairman of
the Australian Association of Product
Management, said he thought the
progress in technology made in Hong
Kong has been quite outstanding. The
progress made on EDI has great potential
which the Australians had not picked up
on.

He said he was horrified at the cost of
doing business in Hong Kong. Rents
must be the dearest in the world. Trying
to keep sales going ahead of rent increas-
es was a problem that could only be over-
come by being more efficient.

He explained the HKANA service to
members through advice given on imple-
mentation of all EAN standards from bar
coding through to EDI in creating an effi-
cient supply chain management pro-
gramme.

The consumer would benefit, he said,
because members could do businessin a
more cost effective way. |
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OLD AGE PENSION

Chamber opposes
proposed scheme

But strongly supports
phased programme of
mandatory community-
wide private sector
retirement protection
scheme

a press conference on April 20 the

Chamber strongly supported the es-
tablishment of a system which could
provide proper protection of the elderly
in need.

But he said the introduction of a cen-
tral provident fund or a universal con-
tributory, non-means-tested old age pen-
sion scheme should be opposed.

The media received copies of the
Chamber’s position paper on the subject.

I an Christie, Chamber Director, told

At the press conference (from left) lan Perkin,
lan Christie, Peter Barrett and Dr W K Chan.
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OLD AGE PENSION

lan Perkin makes his predictions.

lan Christie said the Chamber recom-
mended the establishment of a phased
programme, mandatory community-
wide retirement protection scheme oper-
ated by the private sector.

The universal old-age pension con-
tributory scheme for an index-linked
pension at 30% of the median wage
(HKD2,100 a month at 1993 costs) pro-
posed by the Government could run
into huge deficits and involve enormous
costs from the community, the press
conference was told.

lan Perkin, Chamber Chief Econo-
mist, said the Government scheme
would cost about HKD13.7 billion in the
first year but would move into a deficit

SEHZARMRALREFNGEHBT

situation within several years.

Assumming the proposed scheme
were in place last year, he estimated that
it might have a surplus of HKD4 billion
in the first year but the annual surplus
could be reduced gradually.

He predicted the scheme would have
a deficit of about HKD2.5 billion in the
year 2000 and the annual deficit would
grow to HKD35.4 billion by the year
2013.

He said the Government proposed
scheme would not be workable because
it would not fund itself.

Peter Barrett, chairman of the Cham-
ber’s Human Resources Committee, said
he hoped the Government proposed

scheme would be significantly modified
in principle.

The scheme is now subject to a
feasability study by the consultancy firm
Wyatt Co (HK).

The Chamber and other employers’
associations — including the Chinese
General Chamber of Commerce, Feder-
ation of Hong Kong Industries, Chinese
Manufacturers’ Association and Em-
ployers’ Federation — have sent a joint
statement to the Government.

The statement said they were not in
favour of the Government’s proposed
old-age pension scheme. The existing so-
cial security system for the elderly in
need should be retained and upgraded. B

TO ADVERTISE IN

Please contact Simon C.K. Wong

IN-GROUP PUBLICATIONS LTD
Tel: 887 1830 Fax: 806 0645

64 The Bulletin May 1994




SOUTH KOREA

Growing

trade

partnership

South Korea Consul General emphasises cooperation in trade to complement

growth in Asian economies

ong Woo Nam, the tall, dignified
H and congenial Consul General

for South Korea in Hong Kong
still isn’t exactly diplomatically happy
about Hyundai’s lowest bid for the Tsing-|
bridge being unsuccessful a couple of
years ago, but he smiles quite tri-
umphantly about South Korea’s steadily
growing trade relationship with Hong
Kong and China.

He points to Korea’s successful bid for
a somewhat similar bridge contract in
Malaysia and says Korean engineering
contractors have the know-how and ex-
perience to do the job.

Hong Woo Nam says cooperation in
complementing each other’s economy
with regional trade is becoming more im-
portant to Asian nations.

Last year South Korea exported direct-
ly USD5.1 billion to China and another
USD3 billion was re-exported through
Hong Kong.

He says South Korea now has about
1,000 projects worth USD1 billion in
China and another USD600 million in
projects in Vietnam, making South Korea
the third largest investor in Vietnam after
Hong Kong and Taiwan.

South Korea is now restructuring its
economy and moving abroad its more
labour-intense industries to cheaper
labour markets.

About 5,300 South Koreans reside in
Hong Kong. They are engaged in trade,
banking and restaurants, etc. There are
280 South Korean businesses in Hong
Kong.

Trade last year improved roughly 9%.
Growth last year was 5%. This year he
says South Korea expects 6.3%. growth.
Exports have increased roughly 7-8% a
year. He expects this year the growth fig-
ure will be 7-7.5%.

In a third of just one century South
Korea has achieved reemarkable growth
for its people. In 1961 the per capita in-
come was USD82. By last year it had
risen to USD7,466. It is expected to be
14,096 by 1998.

South Korea will apply to join the
OECD by the end of this year and it hopes
to become a member by 1996, emphasis-
ing its maturity.

Shipbuilding activity was remarkable
last year. South Korea took orders for 9.5
million gross tonnes. The backlog is now
11.2 million tonnes, mainly because of
the strong Japanese yen. It has not sold
many new ships to Hong Kong shipown-
ers but is doing a thriving trade in ship re-
pairs for the Hong Kong merchant fleet.

Hong Woo Nam says the South Korea
currency remains very stable. The float-
ing rate fluctuates between 804 to 810 to
the USD.

“Our problem is shortage of labour.
Lessthan 10% of the population is now in
primary production. The majority are in
manufacturing and services.”

The Consul General describes South
Korea as a country that has gone from
the 18th century to the 21st century in
35 years.

Wages have doubled in four years.
Last year the rise was 6-8%. This year it is
expected to be between 5-8%. Gone are
the days of labour unrest.They have been
followed by four years of rapid wage ris-
es, he says. But this has weakened South
Korea’s competitiveness.

Restructuring the economy, clamping
down on transfers from illegal bank ac-
counts and changes in the tax system are
South Korea’s current preoccupation.
The result has been rapidly increasing
investment.

“So far this year we have seen a 3.6%
increase in facility investment,” he says.

South Korea has 16 banks in Hong
Kong, including the Central Bank of Ko-
rea that does no business but concen-
trates on research. The other Korean
banks are doing trading and providing
credit facilities, including participation
in syndicated loans.

In China where South Korea has some
service industries as well as manufactur-
ing the Korea projects are producing
electronic and electrical goods and tex-
tiles and clothing, etc. Korea finds the
Chinese hardworking and with all the
necessary skills.

Korean exports to Hong Kong: See
table.

The Korean Foreign Minister was here
last October and spoke to Asia Society on
Korea’s China relations. On December 2

Hong Woo Nam.

last year for the first time Korea and
Hong Kong met in a Business Round
Table Conference, headed by Chairman
of the Korean Traders’ Association and
on the Hong Kong side by TDC chair-
man, Victor Fung. About 40 Hong Kong
and Korean businessmen pledged to pro-
mote business cooperation.

Cultural events last year included two
Korean musical concerts in Hong Kong.

Tourism between Hong Kong and
Korea is expanding rapidly. Last year
152,000 Hong Kong people visited South
Korea and 169,000 Koreans came to
Hong Kong.

This year the South Korean Govern-
ment has organised a Visit Korea Year,
celebrating Seoul’s 600th anniversary of
its founding.

“We are expecting four million visi-
tors,” says Hong Woo Nam. “By April 20
one million had already arrived from
Japan, China, the US, Hong Kong, South-
east Asia and Western Europe.”

He says Seoul was almost devastated
during the Korean War. Now it has been
reconstructed as well as expanded. Its
population has increased from three to
10 million.

The problem of North Korea and mu-
tual inspection under the non-prolifera-
tion of nuclear weapons treaty has had no
impact on South Korea’s trade. If North
Korea were to develop nuclear weapons
then, Hong Woo Nam says, he’s afraid
Japan may develop its own. This could
destabilise the region. [ |
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SOUTH KOREA

ECONOMIC INDICATORS (1993)

Korea HongKong China USA japan Taiwan Singapore | Thailand | Malaysia | Indoesia Philippines
Population (mn) 43.6 5.82 1,172 252.7 124.3 20.5 2.80 58.3 181.2 181.3 62.9
Area (km2) 99,298 1,040 9,600,000 9,630,000 337,801 36,000 639 514,000 330,434 1,904,000 | 300,440
GNP (US$) 2045 | *978 *5,200 "59,620 | 33372 | 2,109 | 408 919 456 1,110 . | 443
1,094
GNP Per Capita 7,466 *16,500 *430 23,235 27,000 10,225 14,210 1,570 2,520 610 730
18,500
Rates of
Growth (%) 4.8 55 134 2.8 -0.5 5.9 7.2 75 76 7.0 3.0
CPI (%) 5.8 8.5 13 3 -15 45 2.8 37 45 8.0 75
Trade | Exports | 824 1,350 918 4,645 3,639 *867 733 377 458 384 98
(US$) | Inports | 838 1,384 1,040 5811 2,402 *792 841 500 420 287 145
* GDP
10 Major Korean Products Export to HK (Jan - Dec/ ‘93)
ORDER ITEM VOLUME INCREASE RATE
(MIL US$) (%)
1 Polyester Wooven Goods 1,001 22.6
2 Integrated Circuit 545 1.0
3 Textile Fabrics 321 25.7
4 P.P. Resin 305 0.3
5 Leather 275 23.2
6 Other Textile 163 13.1
7 Cathode Tube 147 -6.1
8 Cold Rolled Product 137 -15.3
9 Pasteboard 133 -10.6
10 Nylon Fabrics 128 -22.3
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No Matter What Industry You're In
Altos Has The Business Solution For You
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With more than 16 years of UNIX experience, Altos Computer Systems has already assisted hundreds of local retailers, wholesalers, traders,
manufacturers and those in the service industry in computerizing their operations.

Altos commitment to deliver end-users with quality products and services is being reflected in our being the number one vendor in the
prestigious VARBUSINESS Annual Report Card for three consecutive years. The award was assessed in terms of product performance,

[ o obtein more information o Altos Open Systems 1

‘0 obtain more information on Altos Open Systems

pricing, partnership and support. In
addition, all Altos Systems are manufac-
tured in ISO 9000 certified factories and
free training as well as comprehensive

and business applications, simply fill out this coupon
and return it to us:

support and services are available for | Name: Title: |
each installation. l Company: I
If you would like to explore ways in I Industry: |
improving your company’s productivity I Tel: Fax: I
and effeciency, don’t hesitate, fill out Altos Computer Systems

I 2001, 2/F., United Centre, 95 Queensway, Hong Kong I
the reply form now or talk to our e E——— _l
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WE DIDN'T GET TO BE HONG KONG’S LEADING
LEASING AGENTS BY SITTING BEHIND A DESK.

TALK TO ANYONE about us in the
property market (even our rivals) and one
word will inevitably find its way into the
conversation.

Keen.

And what people say is true. We are not
the kind of company that likes to wait for the
telephone to ring.

We know where the opportunities lie

(thanks to a constantly updated, computerised

database). And, quite simply, we go out and
make things happen.

Our instructions indude Asia Pacific Tower,
Siu On Centre, Dorset House, The Gateway,
Mvltifield Plaza and 8 Commercial Tower.

In just 12 years we have grown from
being a three-man company to a major
regional network of offices in six countries.

You really can’t put this down to luck.

Just sheer legwork. . '

CONTACT MICHAEL LAVEN OR SIMON HAYNES, 23/F, TWO EXCHANGE SQUARE, 8 CONNAUGHT PLACE, CENTRAL, HONG KONG. TELEPHONE 8424222
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