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specialisesin
engineering, design
and manufacturing of
Plastic injection molds
Blow molds, diecasting molds

Our toolingdepartment
and special tools

high quality prompt delivey

Call or write to department of tooling and
plant engineering. Tel.ext. 180 or 147

Hong Kong Industrial Company, Ltd.

41A Smithfield, Kennedy Town, Hong Kong. Telephone: 465111-20.
Telegraphic Address: “HKINDCOLTD* Hongkong Telex No.: HX3436



THINKING OF
YOUR STAFF?

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

" GUARDIAN ASSURANCE CO., LIMITED,

2nd Floor, Union House, P.0. Box 94,
Hong Kong. Telephone: H-233061.

You get a great deal from Guardian



Hong Kong as a Financial Centre
by J. L. Boyer, Hongkong and Shanghai Banking

Corporation

R. J. L. Boyer, General Manager of the Hongkong and Shanghai Banking
Corporation, was one of the speakers in the Chamber’s ‘HK for New

Arrivals’ course.

His very enlightening and informative talk is reprinted below

as the subject covered is felt to be of interest to many of our Members.

A financial centre is a somewhat
difficult thing to define but, in its
simplest terms, it describes a place
where there is an adequate supply and
demand for money which, in turn,
creates a financial community who en-
deavours to regulate the flow of funds
to the best advantage to the com-
munity as a whole.

Hong Kong can trace its economic
origin to trading post activities mainly
based on its port facilities which en-
abled it to serve as a gateway to the
vast neighbouring market of Southern
China. Banks and financial institu-
tions were able to cope easily with the
traders’ financial requirements which
were mainly in the form of bill finance
to cover their imports and exports.

Hong Kong’s era as a trading post
was rudely shattered by the traumatic
events which took place in China dur-
ing the late 1940°s and the resultant
influx of people, including the Shang-
hai industrialists, transformed Hong
Kong from a sleepy trading post into a
manufacturing centre which, coupled
with the port facilities, began to give
it some importance in the trading and
financial world we know today.

Industrialisation has needed a great
deal of finance and Hong Kong has
been fortunate in that its financial in-
stitutions saw the necessity to provide
funds for development growth. These
institutions would be the first to ack-
nowledge that their efforts have been
assisted by the thriftiness of the resi-

dents of Hong Kong and also by the
confidence placed in them by the
authorities, if only by their lack of
controls that tend to inhibit natural
growth of any type of business. This
confidence in Hong Kong has resulted
in the overseas Chinese looking upon
Hong Kong as the only stable place in
the region, thus enabling them to make
substantial investments here which
they were always free at any time to
remit elsewhere.

As the economy of Hong Kong is
based on the import of raw materials
and export of manufactured goods and
entrepot trade, banks and other finan-
cial institutions tend to specialise not
only in the domestic field but also in
the finance of international trade.
They maintain extensive credit in-
formation and commercial introduc-
tion services for the benefit of their
clients and others wishing to establish
business relationships with Hong
Kong.

There are 74 licensed banks in
Hong Kong with about 500 offices al-
together and this, with their network
of branches and correspondents world-
wide, leaves them in a position to offer
a comprehensive banking service equal
to anywhere in the world. In order
to provide capital for the industrialists
many banks in Hong Kong have as-
sumed the role of medium term
lenders by way of mortgage finance
and medium term loans for industrial
machinery.
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The following statistics will give
some idea of the growth of the
money supply and banking facilities
made available in Hong Kong over
the past 12 years. Bank deposits
rose from HK$2,600 million in
1960 to HK$24,600 million in 1972,
whilst loans over the same period
increased from HK$1,720 million to
‘HK$17,700 million. Money in
circulation increased over this period
from HK$984 million to HK$3,300
million.

It need hardly be added that such
financial and industrial growth has at-
tracted a great number of other inter-
national financiers and industrialists
and, while their expertise and experi-
ence is welcome, their presence here
is as a result — and not the original
cause — of the growth in Hong Kong.
In short, the market here of its own
momentum attracted the interest rather
than the newcomers creating the
market.

Before going on to discuss the
present situation and future prospects
of Hong Kong as a financial centre
one should pause to look at the region
as a whole. After World War II,
Asia was plagued with internal wars
and the region as a whole was con-
sidered to be one of political
instability. Its large labour force was
not taken seriously and the potential
wealth of the region’s natural re-
sources was considered to be un-
exploitable. With increasing political
stability and the dynamic growth of
the Japanese economy, the Pacific
region is now considered by many to
be the greatest potential growth areas

over the next decade.

The emergence of Japan as a world
economic force and the desire to create
financial centres in Asia have attracted
the attention of not only the multi-
national corporations but also the
interest of other western world finan-
cial institutions. This growing interest
in the Pacific region should be coupled
with the problems faced by Europe
and North America where conditions
are such that the economic growth is
to some extent being stifled by de-
mands of labour and problems caused
by the difficulties .in balancing their
budgets.. All in all, this has led to a
general lack of confidence in the value
of world currencies and led many
economists to feel that the Pacific
Basin, as it is loosely known, will be
the only growth area over the next ten
years.

World's banker

Prior to World War 1, Britain was
to a large extent looked upon asthe
world’s banker and this role gradually
passed to America between the two
world wars. America, frankly, no
longer wants to keep the role as
world’s banker, although it should be
stated here and now that this region as
well as the rest of the so-called ‘free-
world’ owes a great deal to the bene-
volence of America in the post-war
years. It is probably not out of place
to say that many of the problems faced
by America today are as a result of
this benevolence.

The main trouble in the world to-
day is that no one country really wants
to take on the role of the world’s

7



CLEAN OUR
BUILDINGS

A\

Clean Hong Kong




banker and, whilst efforts continue to
be made to bring some form of
stability into international currency
alignments, development is hindered
by the uncertainties created by the
present lack of confidence. The
majority of countries would prefer to
protect their own currencies and use
offshore funds for development pur-
poses.

Well-backed but limited

If the Pacific Basin is to become a
growth area a great deal of interna-
tional finance will be required to bring
this about. Although the Hong Kong
dollar and some other currencies in
the region, such as the Singapore
dollar, are extremely well backed,
they have a limited base and are far
from sufficient to provide anything
like the funds required for the de-
velopment of the area as a whole.

Whilst the financial institutions in
Hong Kong have been highly success-
ful in providing the necessary funds for
industry to develop here, this very suc-
cess has attracted multinational cor-
porations and such like to the area.
These institutions, while providing
much-needed expertise and in some
cases new capital, have looked upon
Hong Kong not only as a relatively
tax-free haven but also as a source of
funds for their own development in
international operations, especially in
the region.

As explained earlier, Hong Kong
with its stability and lack of Govern-
ment interference has had little
difficulty in attracting funds in the past
but certain changes have been brought
about that need some clarification.

Prior to June 1972 Hong Kong was
a member of the sterling area and al-
though exchange control was only
exercised over funds coming into the
Colony the summary dismissal of
Hong Kong from the sterling area by
Britain meant that exchange controls
vanished overnight. Freedom for
people to remit money to and from
Hong Kong is an essential ingredient
for a financial centre but it does mean
that banks in Hong Kong will no lon-
ger be able to protect industry by
providing funds at relatively stable
rates of interest as they were able to
do in the past.

To date banks in Hong Kong have
been able to maintain fairly high
liquidity ratios — even after the re-
moval of exchange control, funds
continued to flow into Hong Kong as
international investors were not so
much concerned with the return on
their funds as they were in the rela-
tive stability of the HK dollar.

Prior to June 1972 the Hong
Kong dollar was traditionally pegged
to sterling but following the flotation
of sterling it was pegged, in terms of
gold to the US dollar at HK$5.65 to
one US dollar. Following the de-
valuation of the US dollar in Febru-
ary this year, the Hong Kong dollar
gold parity remained unchanged and
the middle exchange rate is now
HK$5.08 to one US dollar — a
sequence of events which is testi-
monial to the strength of the Hong
Kong dollar and the economy which
supports it.

In the absence of a central bank the
association of banks which controls

9



interest rates were in the past able to
maintain a fairly consistent interest
rate structure but a growing tendency
for investors to have a little more con-
fidence in certain world currencies, es-
pecially the US dollar, coupled with
the high interest rates presently pre-
vailing in world centres, have removed
the insulation to world fluctuations that
Hong Kong has enjoyed in the past.

The demand for capital funds for
expansion in Hong Kong, elsewhere in
the region by both Hong Kong and in-
ternational companies, capital require-
ments by the fast-growing stock ex-
changes in Hong Kong and freedom to
remit money to -and from Hong
Kong inevitably put pressure on the
Hong Kong dollar base. To continue
to compete in world markets there-
fore, Hong Kong needs to be in a posi-
tion to actively compete for funds in
these capital markets.

Grey not shady .

Unfortunately there is one deficiency
in Hong Kong’s financial strength as
we are unable to compete officially in
the offshore international -currency
market. This is mainly as a result of
a withholding tax of 15 per cent being
imposed on all interest payments re-
sulting from funds being on deposit
with banks and other institutions.
There has been a great deal of
dialogue with Government regarding
“this withholding tax and I personally
hope it will be abolished in due course.

A ‘grey’ market, which is in no way
illegal, exists in Hong Kong as far as
offshore international currency is
concerned, and this is one of the argu-

ments used by Government for not
abolishing the 15 per cent with-
holding tax. Respectable financial
institutions, whether borrowers or
lenders, are inclined to think that there
is something shady about this slightly
tortuous method of dealing in the
existing ‘grey’ market.

Need to be competitive

However, as confidence in world
currencies is restored, with its com-
plete freedom from exchange control,
Hong Kong will need to deal competi-
tively on world markets if it is to main-
tain its present deposit base which, in
any event, it wishes to extend. It will
thus be necessary to quote 15 per cent
above world interest rates. It needs to
do this not only to attract new funds
but also to retain the present deposit
base it is now enjoying, as the tempta-
tion to both residents and overseas
investors to obtain a higher income
without the instance of withholding
tax is irresistable.

Naturally financial institutions will
need to maintain the spread between
the cost of raising funds and lending
them, so that if we are to pay more
for funds it means that the Hong Kong
industrialist will be forced to either
borrow funds at a rate of 15 per cent
above world rates or take an exchange
risk in borrowing foreign currency.
With his industriousness and expertise,
given even conditions, the Hong Kong
industrialist is capable of competing
on world markets but, with rising
commodity prices, excess interest rates
will not offer him any great incentive.

Abolishing withholding tax may
create other problems to which there

10



is no easy solution but it is, and will
be, an inhibiting factor in Hong Kong’s
continued growth as a financial and
industrial centre.

The need to tap offshore interna-
tional currency markets is essential for
any would-be financial centre as, apart
from increasing developments locally,
ideally Hong Kong would like to be .in
a position to provide finance for de-
velopment in the region as a whole and
the deposit base of any individual
country in the area is insufficient for
the vast sums of money required for
the proposed projects.

Hong Kong’s 74 licensed banks are
required to comply with the banking
ordinance which, among other things,
requires banks to maintain liquidity
ratios against their deposit base. To
compete with the burden of providing
ever-increasing demands for capital,
financial representatives from banks,
merchant banks, stock brokers,
money brokers and finance companies,
etc. have poured into Hong Kong from
many different countries and they
have assisted greatly in adding to the
considerable local knowledge and skill.

Undoubted parentage

All these financial institutions are
free to raise money from the public
and while sofne, considering - their
parentage, are undoubted, others have
a narrow asset base too small for com-
fort. It would therefore seem that
there is a need for some form of legis-
lation to protect the public and, in any
event, it seems wrong that the un-
fettered activities of the finance
companies should not be subject to

some form of liquidity requirements as
applicable to banks because this tends
to make the banking licence more of a
liability than a privilege.

Hong Kong, strategically placed in
Asia, is fortunate not only in its loca-
tion but it has excellent communica-
tions, insurance facilities and easy
access to other financial centres. In
common with the majority of other
financial centres, its business language
is English and by staggering hours its
exchange market has easy access to
both the European and American ex-
change and money markets.

Modern and other traditional mar-
kets such as bankers and commercial
acceptances, negotiable certificates of
deposit are beginning to slowly emerge
in Hong Kong but these are to some
extent hampered by the withholding
tax and lack of a sophisticated second-
ary market.

Without exchange control the
foreign exchange market is extremely
active and has great potential in being
a clearing house for other centres
whose own markets are subject to con-
trol. Hong Kong’s large import of
foodstuffs and other commodities from
China, together with the latter’s use of
Hong Kong as a shop window, results
in large purchases of foreign currency
by China in this market.

Hong Kong has a bright future as a
financial centre — we accept that we
have a lot to learn but with the will to
work, freedom from too many controls
by Government, no exchange control
and the general growth prospects in
the region, it argues well for the
future.
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Briefing

News from the Chamber ...

and the rest of the world

[0 The Secretary, R. T. Griffiths,
attended the CAFEA (ICC)/ECAFE
Consultation meeting in Bangkok on
November 6 and gave an up-dated
version of the Asia Dollar Market
paper which he presented to the
Chamber’s Council in 1972. ECAFE
noted his suggestion that the Asian
Reserve Bank might help to widen
the market for Asia Currency Bond
issues, in which the Bank could join
forces with the Commercial Banking
sector operating in the Asia Dollar
Market.

[ The Chamber’s next series of
Chinese Language Examinations will
be held according to the following
schedule at the Chamber offices, 9th
floor, Union House.

The Mandarin examination will be
held on the afternoon of January 18,
1974 while the Cantonese one will
take place on the morning of January
19, 1974. Candidates must register
with the Chamber not later than
5 p.m. Friday, January 4, 1974. An
examination fee of $50 per candidate
will be charged. Details of the
syllabus and conditions for these
examinations are available on. applica-
tion to the Chamber.

[0 PA Management Consultants
Ltd. has completed their survey into
the Chamber’s activities, services and
related operating costs. Their report
has been submitted to the General
Committee and the analysis and re-
commendations made are now under
consideration by a sub-committee
consisting of Mr. H. P. Foxon, Mr.
N. A. Rigg and Mr. L. W. Gordon.

[0 The ‘HK for New. Arrivals’
course organised by the Chamber was
generally considered useful and in-
formative. The planning committee
has decided to continue to hold such
courses in the future at regular inter-
vals. The date for the mext course
will be April or May, 1974. At the
same time a separate course for wives
was also suggested and is now being
considered.

[0 Messrs. Alec Hermann and John
Barrow, respectively incoming and
outgoing Councillors for Hong Kong
Affairs at the British Embassy in
Washington, called on the Chamber
for an informal discussion on Novem-
ber 9. Many members of the North
America Committee attended and the
visitors provided useful background
information on matters affecting US-
Hong Kong trade.

[ The Good Citizen Award Fund,
administered by the Chamber, had by
the end of November made cash pre-
sentations to 25 local citizens who
had taken the trouble to report or
prevent both actual and potential
crimes. The amount of awards
range from $300 to $1,500 depending
on individual action taken. The
wvalue of the fund, all of which was
contributed by local business, now
stands at over $720,000. In view of
the healthy state of the Fund, it has
been decided to increase the value of
awards in future and so encourage
local people to carry on with the good
results of the ‘Fight Crime’ campaign.

12
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a nice man—
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he always
Iks like
that
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good friends?
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Pick of the Press

New Thinking on US Trade
Reprinted from The Wall Street Journal

OR long the United States regarded external trade with little if any signi-

ficance.
a protectionist overtone.

With the growth of imports, the country then looked on it with
Dr. Paul W. McCracken, a Professor: of Business

Administration at the University of Michigan and a former chairman of the
Council of Economic Advisers under President Nixon, describes in the following
article, reprinted from the Wall Street Journal, America’s new thinking on

overseas trade.

Americans have long been ac-
customed to the assumption that
external transactions are of negligible
significance to employment and pro-
duction at home. Exports for much
of our history have been equal to four
per cent or so of our GNP, and the
figure for imports would have been
even lower. One of the world’s prob-
lems, in fact, has been that a volume
of US trade which seemed to be of
petty cash fund proportions for us
still made wus the world’s largest
trader.

The fact is that our external trade
in recent years has been of growing
importance to the US economy also.
This has, of course, been evident in
igpecific cases. Imported cars have
competed quite successfully with our
Michigan-made products to gain a

-good piece of the domestic market.

We have seen the virtual demise of
segments of our domestic electronics
industry as they gave way before
foreign products. The examples are
not, of course, all on the grim side. A
look around the airports at New York
or London or Tokyo suggests that
American-made planes have a high
penetration in the world market.
What has been less evident to the
naked eye is that our foreign trade
has expanded to the point where it has
become significant relevance to the US

economy generally. Two.  decades
ago, in 1950, exports and imports
together were equal in magnitude to
6.8 per cent of our GNP, and that pro-
portion held about unchanged through
the decade of the 1950s. With the
1960s the ratio of our trade to our
GNP began to rise persistently. By
1970 it had reached nine per cent and
during the first half of this year exports
and imports combined were equal to
somewhat over 10 per cent of our
GNP. Since substantial chunks of
our GNP are not likely candidates for
exports or imports, such as haircuts or
auto repairs, or freshly baked bread,
the ratio of our foreign trade to do-
mestic output that has any potential
relevance to world trade has become
large enough so that external trade
development can exert a significant
impact of the economy generally.
Changes in foreign trade have been
a particularly significant influence on
the pattern of the expansion since the
low point in 1970. During 1971
(from early 1971 to early 1972) the
domestic demand for output grew
5.3 per cent in.real terms. That was
a strong gain, substantially more than
the four per cent per year on-going ex-
pansion in our basic productive capa-
city. Because the dollar was at that
time substantially overvalued and ex-
change rates were fixed, a dispropor-
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tionate part of this rising domestic
.demand went to buy imports, and the
rise in domestic output was only 4.5
per cent. While expansive monetary
and fiscal policy could deliver a vigor-
ously enlarging domestic demand, it
was our foreign trade development
that translated this into a more slug-
gish expansion in output and em-
ployment here at home.

During 1972, with exchange rate
adjustments that put the US back into
the world market, the swing in our
foreign trade accelerated the expan-
sion. While domestic demands for
output from mid-1972 to mid-1973
rose a moderate 5.1 per cent in real
terms, the demand for US output rose
6.2 per cent because foreign demand
for our output was rising so rapidly. If
total demand for goods and services
produced in the US had increased only
5 per cent instead of more than 6 per
cent our own price level would be be-
having a good deal better today.

What are some of these changes in
the world economy that are apt to
have substantial significance for the
US? Two deserve particular mention.
One is that the character of trade
limitations may be changing, with the
vexatious problems from export im-
pediments as well as restraints on
imports. We may, in short, find our-
selves living in a world much more
concerned about limiting exports and
less worried about curtailing imports.
It would, of course, be easy to dismiss
this pear’s flurry of export controls as
aberrations reflecting a concatenation
of peculiar circumstances not apt soon
to be repeated. Mercantilism has a

centuries-old history, and each govern-
ment still seems to feel that in its case
a trade surplus is essential. Even
while governments were lecturing
Uncle Sam about the importance of his
strengthening his external payments,
many of them thought their own trade
position should not be weakened.

Even so, preoccupation with export
controls, for a wide variety of reasons,
is apt to be a feature of the world
economy for some time to come,
Japan has resorted to ‘orderly market-
ing’ arrangements to limit a large net
export surplus that was not good for
Japan and was arousing resentment in
America and Europe. The oil export-
ing nations, not surprisingly, are
beginning to be conscious of the
economic and political power that
arises out of their dominant position
in that market.

Agriculturally speaking

The world agricultural situation is
also vastly different from the era when
large surpluses of grain were the major
problem. Food shortages confront
too many parts of the world for $ur-
pluses to be the major worry in the
foreseeable future, or for depleted
stocks in the food-surplus areas to be
restored promptly to prudent levels.
Moreover, as the world’s levels of
living rise, the associated demands for
better diets will mean a persistently
enlarging market for agricultural
production.

Because changes in external econo-
mic developments are having a
greater impact on the course of our
economy at home, there must be
taken into account more explicitly in
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decisions about domestic economic
policy. For now this means that we
can pursue a somewhat tougher pro-
gram of disinflation without a parallel
adverse effect on domestic employment
and production. The exchange rate
adjustments since 1971 have markedly
improved our own competitive posi-
tion in the world economy. The
inflation here, bad as it has been, has
been less severe than in most of the
industrial world, and it now takes
fewer marks or yen or pounds or
francs to buy a dollar. In terms of
dollars prices the wholesale price in-
dex in Japan early this year was 48
per cent above the level in 1970. For
Germany the rise was 45 per cent and
for the UK 29 per cent. All of these
figures are substantially larger than the
13 per cent for this country.

Many US firms are now in a posi-
tion to offset any weakening of domes-
tic business by more  aggressive
solicitation of orders abroad, and
their prices would compare favourably
with their foreign competitors in
world markets. Indeed, this favourable
price comparison would already be
more effective except that backlogs are
already choked with domestic orders
reflecting the overheated US economy.

This all has several implications for
policy. For one things, the Tokyo
negotiations on trade take on even
more significance than earlier. While
bargaining down barriers to imports
remains important, the world must
also find machinery for the orderly
handling of growing resort to export
limitations. Otherwise we shall find
ourselves tackled from the rear by a

growing array of protectionist arrange-
ments on export limitations while we
are preoccupied with the problems of
import restraints.

For businesses here it means re-
discovering the fact that export mar-
kets do exist. Too many US firms
remain in the export kindergarten.
They do not begin to match their
foreign competitors in the flexibility
and skill with which they adapt to the
specific needs of customers abroad.
Until 1971 in many cases the over-
valued dollar left our firms no way to
tap foreign markets except through
subsidiaries abroad, but that era ended
two years ago. Now we can play the
export game with an enlarged array of
domestically produced products.

Finally, domestic economic policies
in the key industrial countries must be
managed with an acute awareness of
what is happening elsewhere. In
1973, US policies could be tougher
than domestic conditions warrant
because of extremely strong expan-
sions in Europe, Canada and Japan.
In 1974, we are going to need to watch
our step. Restrictive economic poli-
cies have already now been adopted
in Germany, Japan and the US. These
three economies account for more than
40 per cent of world GNP. These
economies could get into a synchronis-
ed slump because of failure to take
into account the spillover effect of
domestic policies elsewhere. This is,
in short, a time for closer and more
effective collaboration on domestic
economic policies as well as on a new
monetary system or scaling down
trade barriers.
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Hong Kong and Britain-Part

Three
The Negotiators

ORLD trade has expanded dur-

ing the three post-war decades

at a rate unprecedented in the pre-
vious history of the human race.

Much of the impetus for growth has
occurred through the co-operation of
nations, through a rational approach to
mutual problems, through a willingness
to talk and to exercise at least a modi-
cum of goodwill.

The machinery of trade growth has
been the countless international agen-
cies and ‘talking shops’ that have been
established since 1945. The
UNCTAD is one obvious example.
The International Monetary Fund and
World Bank are further examples. The
GATT is of course another. And
even those institutions that Hong Kong
usually tends to regard as negative,
such as the Long Term Agreement on
textiles, nonetheless exemplify nations
coming together in an attempt to sort
out prcblems, rather than just ignoring
them or taking unilateral action.

Do we have a voice?

As the world’s 17th largest exporter,
Hong Kong clearly has a major stake
in world trade. And more important-
ly as an economy that is completely
import-dependent, Hong Kong’s very
survival depends on a continuous
smooth flow of trade between nations.

Given all this, Hong Kong may well
be justified in believing that its own
voice ought to be heard at the interna-
tional conference table. Yet Hong
Kong, because of its colonial status, is
barred outright from the conference
tables, or is permitted only to ‘observe’
or otherwise participate on the fringes,

and, worst of all, is still subject to the
pressure of larger groups in a very
direct fashion should those larger
groups decide it is in their own in-
terests to negotiate a ‘voluntary’ agree-
ment.

Is that the real picture? It does of
course contain an element of truth.
But it is not true to say that Hong
Kong’s voice goes unheard; indeed, in
many ways Hong Kong is in the for-
tunate position of having access to
many of the world’s conference tables,
without even the trouble of keeping a
permanent seat warm, as it were at
these tables.

Out-yet-in

A good example of Hong Kong’s
‘out-yet-in’ position was the recent
GATT conference in Tokyo. Hong
Kong was present at this very directly
via the person of the Director of Com-
merce and Industry, Mr. David Jor-
dan. Mr. Jordan addressed the con-
ference and had every opportunity to
make Hong Kong’s position clear.

And this is typical of the way in
which the negotiating link between
Hong Kong and the UK often
operates. When a set of negotiations
occurs in which Hong Kong is involv-
ed, the case put forward by the UK
Government is either based on a brief
trom the Hong Kong Government, or
else, as in Tokyo, is made by a Hong
Kong man, for whom the UK dele-
gate steps down. And in making its
case, the Hong Kong government has
access to UK Government intelligence
on all levels.
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A further example is the Hong Kong
representative in the British Embassy
in Washington. As part of the Bri-
tish Foreign and Commonwealth
Office, Hong Kong does have its own
man in Washington. Until recently
this was Mr. John Barrow, and is
now Mr. Alex Herman, who also has
previous experience of the post.

Mr. Herman is well known to
members of the Chamber’s General
Committee and staff, and both he and
Mr. Barrow recently held discussions
with members of the Chamber’s
North America Area Committee. Last
year, Mr. Barrow also addressed
members of the North America Area
Section at a luncheon meeting. In
short, Hong Kong has considerable
opportunity to make its point of view
known to the Washington representa-
tive.

Of course, Hong Kong’s case must
often rest in the hands of UK—
rather than local-—spokesmen. And
this is by no means a wholly unfor-
tunate system. Probably the most
significant recent example of the
value of this system occurred during
the representations made to the
Japanese Government concerning the

discrimination against HK in the
Japanese  Generalised  Preference
Scheme.

Although Japan listened to local
protest, nothing much appeared to
happen. Hong Kong’s case was in
the meantime taken up by Sir Geoffrey
Howe, the British Minister for Trade
and Consumer Affairs and, perhaps
even more to the point, by Mr. Heath
himself. Since then Japan has eased

the discriminatory list. To lay the
credit for this entirely with Sir
Geoffrey and Mr. Heath is perhaps
too simple — not to say fulsome —
when much behind-the-scenes work
was also being carried out by both
the HK and British Governments,
but there can be no doubt the British
politicians’ expressed concern added
weight to Hong Kong’s case. It is a
useful example of the value of having
a ‘big brother’, a privilege that many
of the world’s smaller nations would
appreciate.

Another means by which HK makes
its views known is the Hong Kong
Trade Advisory Group within the Bri-
tish Department of Trade & Industry.
This is there solely and specifically to
consider Anglo-HK trade and to
advise Ministers and thus Parliament.

The back-benchers

The role of Parliament itself is also
worth keeping in mind, particularly
the role of the ordinary back-bench
Member. The Anglo Hong Kong
Parliamentary Group is an all-party
group of MPs who take a special in-
terest in Hong Kong affairs. These
MPs are always available to Hong
Kong groups, both official and un-
official.

The value of the Group lies largely
in its ability to prod the UK Govern-
ment into action, and MPs are at
present using exactly this procedure to
express their concern about Mr. Peter
Godber and related matters. Although
not hitting the headlines in so drama-
tic a manner, back-benchers in the
recent past have also raised in Parlia-
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ment both the question of Japan’s dis-
crimination against Hong Kong, as
well as HK’s status in the EEC’s GPS.

Mention of the latter does of course
highlight the big ‘but’ that many local
people would wish to raise in chal-
lenge of the picture so far presented.
It may be all very well having Mr.
Jordan in Tokyo — the argument goes
— and it may be very nice having Mr.
Herman in Washington and busy back-
benchers scurrying around on our be-
half; but what happens when there is a
conflict between Britain’s and Hong
Kong’s interests?

Conflict

To deny that there is never conflict
between British and Hong Kong in-
terests is of course ridiculous. The
Chamber itself has sometimes been
vocal in criticising British policies.
The textiles issue is an obvious
example.

Specifically on the EEC Generalised
Preference Scheme, it is however
worth quoting the remarks recently
made by Sir Patrick Reilly, leader of
the London Chamber of Commerce
group that was in Hong Kong last
October. Addressing a Rotary meet-
ing, Sir Patrick said:—

‘In negotiations with the EEC,
nearly all the most difficult points re-
lated not to British interests at all, but
to those of other members of the Com-
monwealth, tropical sugar, New Zea-
land butter, the special interests of
Hong Kong and other similar issues.’

It has been suggested that HK
would never have been considered for
inclusion as a beneficiary, had the

‘eurocrats’ and their Governments
been left to themselves. However, the
implementation of the GPS coincided
with negotiations for Britain’s joining
the EEC. This gave the British
Government opportunity to see that
HK was included as a beneficiary, al-
beit on restricted terms.

In passing, it is worth noting that
Taiwan is not a beneficiary under the
EEC scheme. How far this reflects
Taiwan’s lack of negotiating weight,
consequent on political developments
during the past few years must remain
a matter for speculation. It is how-
ever tempting to wonder what might
have happened had Taiwan’s erstwhile
big brother, the USA, chosen to make
behind-the-scenes noises. In the cir-
cumstances, it seems not altogether
unfair to give Sir Geoffrey Rippon and
his men some of the credit for HK’s
inclusion.

The present debate concerns how-
ever a new turn in events — the align-
ment of the UK’s Preference Scheme
with that of the EEC. It scems clear
at this stage that HK can hope for
little during 1974. But in view of Sir
John Davies’s recent remarks in Par-
liament, it also appears that the UK
government is prepared to take up
cudgels on HK’s behalf for 1975 and
thereafter. It is disappointing to HK
— and to the Chamber in particular
— that Sir John did not take action
in respect of 1974. The need now is
to make sure that HK takes advantage
of the channels open to it in order to
ensure that Sir John’s proinise is kept.
It may once again be worth quoting
Sir Patrick Reilly on this theme. .In
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the speech mentioned earlier, he went
on to say:—

‘I have no doubt that it is the inten-
tion of the British Government to con-
tinue to do all in its power to protect
the interests of Hong Kong within the
EEC. And in doing so it will have
the warm support of the London
Chamber and of all in Britain who
do business with Hong Kong.’

The words we wish to emphasise are
those of the latter sentence. As we
have stressed, Hong Kong’s negotia-
tions with and through the UK govern-
ment are not limited to official
channels. The link between our
Chamber and the London Chamber,
not to mention the Birmingham, Man-
chester, Glasgow, Leeds etc. Cham-
bers is one of the less obvious values
to HK of the UK connection.

Sir Patrick stressed the size and
strength of the Hong Kong group
within the London Chamber.” And it
is no coincidence that leading officers
in the London Chamber are men with
a strong HK connection, such as Mr,
Michael Herries and Mr. Jeffrey
Hamm.

The part left unsaid

The Bulletin started this series by
pointing out that the greater part of
what should go into the articles must
be left unsaid. We suggested that it
was not perhaps the easily quantifiable
factors — such as the balance of trade
— that really summed up the link
between HK and the UK, but the
many intangibles, such as the tie
between our Chamber and British
Chambers.

We could go on to list more of

these less noticed factors — such as
the recent grant of £900,000 to help
in the establishment of the Polytechnic
— but there seems little point in ring-
ing the last drop of juice from the
orange.

In this, we agree once again with
Sir Patrick Reilly. We make no
apology for quoting him so often,
since it seems to us, and, we believe
to those of our Members who met him,
that he spoke much common sense
during his short visit here, without
being either over-apologetic on the one
hand or pious and bombastic on the
other. He impressed us as having
done the UK’s image more good than
many of the official visitors who have
called in recent years.

‘Don’t let us forget that Hong
Kong’s postwar progress from devasta-
tion to prosperity stemmed from a
partnership.” Sir Patrick said. ‘Between
partners who owe much to each other,
calculations of who gets most out of
the partnership seem to me unprofit-
able and indeed rather distasteful. I.
suppose that it is inevitable that these
calculations should be made: but so
far as Britain and Hong Kong are con-
cerned, if these are made fairly, I don’t
think Britain need worry too much
about the result.’

This series of articles, including our
earlier one on the value of HK to Bri-
tain, has really been based on arguable
premises. The picture is truly too
vast to sum-up in neat balance sheet
fashion. And the partner who tries to
quantify in balance sheet form who
gets what out of a marriage is already
on the way to the divorce courts!
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