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COVER: Utilities— tenth in a series of sketches on commercial topics, commissioned
by the Bulletin and drawn by Pat Printer, MSIA.




We bea!; all the international
airlines in Asia

In 1961 we won the Boeing maintenance award
from the U.S. Federal Aviation Agency ahead of all the other
big international airlines. And we've won it every year since then.

As you can imagine it wasn’t the easiest award to win. But we did.
Let’s be honest, because some people don’t expect us to be so meticulous
we're super meticulous in éverything we do. In our world-wide
maintenance system, in our crew training and with our/food.

Qur standards are top international standards because
we are competing with the world’s top airlines all over the world.

% A/R-INDIA

35 CITIES AND S CONTINENTS

WAL & GAN S

CALL YOUR TRAVEL AGENT OR AIR INDIA — HONGRONG H-221131-5 — KOWLDON K-660377




THINKING OF
YOUR STAFF?

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

| 5
GUARDIAN ASSURANCE CO., LIMITED,
2nd Floor, Union House, P. 0. Box 94,
Hong Kong. Telephone: H-233061.

You get a great deal from Guardian

The Bulletin

The Hong Kong General Chamber of Commerce

It is not easy for a monshly magazine
to get a ‘scoop’, but we think we
may have done it:—

Hong Kong is to be a beneficiary
#~der the United Kingdom’s Generalis-
‘v« Preference Schieme, and, despite tha
expectations of most Hong Kong busi-
nessmen, footwear is to be included
among theo products qualifying for
Freferences. As anticipated, textile
products have been excluded.

This announcement was made last
month by the Commerce & Industry
Department but appears to have escap-
ed the attention of local preks, radio
and television.

‘I had expected an avalanche of
enquiries, but in fact T've not had a
single one,” an official of the DCXI
told the Chambelr.

The scheime will come into kiffect on
1st Janvuary 1972 and will grant duty
free entry on nearly all manufactured
products except most cotton and non-
cotton textile items.

There arel no quota limits for the
¢ pducts included in the schemie. 'This

\“c, in, in view of fears expressed
Iecally, reprosents a considerable
advantage.

The UK has howewvier reserveid the
right to withdraw or modify preferen-
tial tariff treatmient if importe reach a
level wheire they may cause ‘serious
in‘ury to domestic producers of like or
directly competitive products.’

Hong Kong exports to thei UK
standing to bemefit from Preferences
include wigs, artificial flowers, cutlery,
ewotrical  products, cameras and
optical instruments, footwear, and
toys. In 1970, these categories re-

presented some $500M. worth of
exports, or fabout one third of our
direct exports to Britain, ‘Other cate-
goriels of export, for which the Cham-
ber does not possess figures, also stand
to benefit. From January 1972, these
products qualify for duty free entcy,
and will continue to do so as Com-
monwezalth Preference in phased-out.

South Korea and Singapore have
also belen included in the list of bene-
ficiaries, but Taiwan appears to have
been excluded.

Tt is understood that the UK Gov-
ernment has not yet announced details
of its origin rules for determining
whether or not imports will quality for
Preference treatmient.

Further details of the scheme are
available from S. C. Mok, Assistant
Trade Officer at the DC&I, tel.
H-437122.

The scheme is good news for Hong
Kong, but it is hard to say how long
it will continue in operation fn view
of Britain’s entry into the EEC. Al-
though Hong Kong is a beneficiary
under the EEC’s scheme, there are
differences bitween the two, motably
in their treatment of footwear. This
is included in the UK schem but ex-
cluded from the EEC scheime. Textiles
are excluded from both, although
cotton textiles are of course still sub-
ject to LTAs.

The question of Generalised Pre-
ferences is amomng the points discussed
in the article starting on page 7,
in which wa outline the pattern of
current trade with Britain and the
EEC.
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Think European!

In February this year, the Bulletin published a ‘plain man’s guide’
outlining some of the issues involved in the prospective entry of Britain into the
EEC. Since there were many questions then to be settled, we referred to the
article as ‘a half time score’. Now that British entry is virtually certain, we take
a further look at the implications for Hong Kong of the British move. But once

."—)lin, we must stress that comment is likely to be overtaken by events.

Firstly, to clear up any misunder-
standing, the decision of Parliament to
endorse the terms negotiated by the
Government for entry into the Euro-
pean Economic Community, does not
mean that Britain thas now joined the
Six. Before that event actually takes
place, a large amount of spadework
has to be done by legislators and ad-
ministrators on both sides in order to
determine how and when Britain will
join. For example, Britain has to work
out how in detail her own agricultural
policy can be brought into line with
practices in the Six. For those
involved, this is possibly the most
daunting task of all, but fortunately it
has little, if any, implication for Hong
Kong.

( f all goes smoothly, Britain will
officially join the EEC omn 1st January,
1973. From this date, two problems
will face HK exporters. Firstly, HK
goods will be faced with a new set of
tariffs in the UK. The second problem
arises to some extent from the first, but
has deeper long term implications; it
is — can HK goods complete in the
British market with European made
products selling under the new and,
to them, favourable tariffs?

Equally, in European markets, some
Hong Kong suppliers may now find
increasing competition from British

suppliers. In the mpast, both HK and
Britain have had to sell across the
Common Market tariff, whereas now
Britain will have the advantage of
being able to forget about it,

The change in the tariff position will
not happen overnight. If Britain joins
at the beginning of 1973, Common-
wealth Preference will be phased out
over a period of four-and-a-half years,
being eliminated completely by mid-
1977. In its place the Common
External Tariff, as it is known, will be
placed on goods imported into Britain.
Once again, the CET will be intro-
duced in stages. For the first year,
there will be no alteration; at the
beginning of 1974, 40 per cent of the
CET rate will be imposed; this will be
increased in steps of 20 per cent, until
by mid-1977 the full rate will come
into effect.

HK will benefit

The situation is further complicated
by the Generalised Preference Schemes
devised by both Britain and the EEC.
Hong Kong is a beneficiary under the
EEC scheme for most imports, apart
from textiles and footwear. (This
indeed was Britain’s fprice’ for agree-
ing not to push HK’s claim to be given
Associate Status within the market).
Britain also has |produced her, own
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Joinabank

When it's a bank like The Chartered, in a

place like Hong Kong, you really see the
world. The whote world. Hong Kong’s
life blood depends on imports and ex-
ports. Think of it as a supermarket, with
countries as clients and you get some
idea of its sgope. And that's where we

come in. In Hong Kong, all over Asia
in fact, we'reinvoived everyday with the
financial, advisory, administrative and
marketing sides to trading. We've got a
whole range of facilities to offer impor-
ters and exporters. That and a fund of

information about this part of the world,

THE CHARTERED BANK

You see our crestin a ot of places.

Genertalised Prefelrence Scheime which
again excludes textiles, but does
indlude footwear and many other Hong
Kohng made products. Suaprisingly
Eaila alenition has been given locally
_Jthe British schemie, but since it is
imporntant, the Bulletin has devoted its
leadinig article to it. (page five)

Because of these various comipliciar
tions in the tadff position, it is best
not to gelneralise. Manufactulrers or
exporters who are in doubt over thg
rate at which their own products will
enfier either Britain or the EEC would
be well advised to consult eithelr the
Departmelnt of 'Commence & Inidustry,
or o Keep a monthly dheck on the
Chamber’s Commercial News, which is
sent to @l members early in each
mioith, largely for the very punpose of
acquainting them with changes in tariff,
quota, customs etc. [regulations.

In analysing our competitive posi-
tion, the main point that must be
stressed at this stage is that sallek to
Wedbam Europe lrave increased owver

viears. If we can sell in Evrope
(kb ir the CET, it seems reasonable 10
assume that we can do likewisel in
Baitain,

Sales up

What do we sell to the EEC? And
holw dioes this compare with our salies
off similalr products to Britain?

In the last ¢wo years, 1969 and 70,
sales to the EEC have bekn growing
more quickly than sales to Britain,
Admitsedly, this trend is the reverse of
what was happening eatlier during dhel
Sixtigs, and this year sales o Britain
hiave golt tack all of their fire, with a

goowth rate for the first two-thirds of
37 per cent, against one in the EEC
of about 20 per cent. By 1970, sales
to all EEC countries had not quite
reached the level of the $1481 million
worth of HK exports taken by Britain,

No need to fear

What is encouraging, however, is
that over a period of five years,
sales to the EEC have shot wup
from $652.55 million in 1966 to
$1419.21 million last year. In Britain,
with all the advantages of Comwnon-
wealth Preference, HK wsales have
increased in absolute terms from just
undzr $1000 million in 1966 to $14:81
million in 1970. In other words sales
to the EEC have in this five yelar
period inoreased by well over 100 per
cent. Sales to Bribtain have increased
by fless than 50 per cent. Tt is this
rapid growth in the EEC that is
perhaps HK’s main freason for believing
that we do not need to be afraid of
Brritain’s entry,

Tt would, however, be (foolish to
believe 'that there are no problems.
Firstly, the EEC is six countries,
Britain is one. The EEC has a
population of some 250 million, Britain
of just over 50 million. Equally, the
USA has a population of 200 million,
so that our penetration of Europe
ought on a strict market size basis to
bl closer o that of thel USA, rather
than to that of the UK.

There are of coume many reasons
why our succetss in Europe is not equal
to our success in the USA. They
range flnom thel restrictivel attitude of
some EEC govennments to the greater
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purchasing power of the US consumer.
Nonetheless, whatewver the reasons, our
performance in FEurope, while en-
couraging, has not perhaps been as
good as it could have been.

Furthermore, our sales to Europe
are largely concentrated on Western
Germany. In 1970, and this year was
in no sense muntypical, two thirds of
our direct exports to the EEC went to
Germany. The Netherlands and Italy
are our the next best ocustomers, but
with the Italian economy experiencing
some difficulties our performance in
Italy this year has been negligible.
Belgium, TLuxembourg and France
come in the bottom half of the list.

In particular, it has been difficult to
regard France as a good market for
HK goods until this year, when up to
August we had sold 42 iper cent more
to France than during the equivalent
period last year. This is more sur-
prising — and in some ways more
welcome — than the pick-up in sales
to Britain. )

Germany the gateway?

It has been suggested that a per-
centage of our exports to Germany
are in fact re-exported to other
Common Market countries, so that it is
perhaps not altogether misleading to
lump together the over all EEC figure,
without taking too seriously the dis-
proportionate role of Germany. In the
absence of reliable figures, however, it
would be foolish to draw too many
conclusions from this fact — if, indeed,
fact it be.

If we look at the range of individual
products sold to Europe an interesting
pattern emerges. Onmnthe basis of 1970
figures, olothing (as always!) was our
leading export. Following clothipe
came the group usually referred %'ﬁ
‘miscellaneous manufacturers’ which in-
cludes wigs, toys and plastic flowers
etc.; the third langest category is
‘dlectrical products (radios etc.) and
then textiles, followed by footwear.

Marginal lead

In the case of clothing, miscellaneous
manufactures and electrical products
our sales to EEC countries are sub-
stantially ahead of our sales to the UK.
The UK in faoct retains its marginal
total lead over Europe largely owing
to imports in two categories — foot-
wear and non-clothing textiles, where
the difference between the British and
the Continental intake is very substan-
tially in flavour of the former.

While any intenpretation of future
trends on the basis of these figures must
be treated with caution, it seems f=\;
to say that our sales to Europe are“-4.
the growth areas of HK’s newer
produots — clothing, toys, radios etc.
whereas a substantial part of our hold
on the UK market is in the older
established industries — textiles and
footwear.

No good

The continued hold of non-clothing
textiles in the UK market is, of course,
a direct consequence of the Common-
wealth Preference Schemez. While the
disappearance of CP in this market
will do HK textile manufacturers no
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good more are compensations in that
some of the limitations inherent in
qualifying for Commonwealth Prefer-
ence will be eliminated, which could
in turn increase our competitiveness.
{onetheless, on the basis of the figures
10t textiles sales to Western: Exlrope, it
can be argued that more than this will
be needed to compensate for the
winding-up of Commonwealth Pre-
ference, especially as textiles are
excluded from both the British and
EEC Generalised Preferences.

Surprise

Footwear is in a different position.
Much: to everyone’s sumprise, footwear
has been included in the British
Generalised Preference Scheme. Sup-
posing this scheme is not amended
when Britain enters the EEC (see
page 5), we can assume that our
footwear market in the UK will not
take too theavy a blow, and indeed
could grow.

To sum up this somewhat complex
(}ition, it seems reasonable to suggest
that in areas where HK goods sell on
their own merits of quality in relation
to pprice we can continue to make pro-
gress in the EEC, and, by analogy, in
Britain. Where our goods are sub-
sidised, as it were, by Commonwealth
Preference, we may have to think again
and to look for new products or new
outlets.

Follow the leader

Finally, perhaps we should be think-
ing mot only in terms of Britain
entering the EEC, but also of Hong

Kong entering the EEC. It is, of
course, true that we are not an
Associate Territory, and that we
never hope to be a member of the
Community in any literal sense, even
were this desirable. But our second
langest market is now becoming Furo-
peanised, and come what may, the
UK will continue to be a large market
for HK. But the demands and tastes
of that market will alter as Britain
becomes more integrated into the
Common Market.

Think European!

Perhaps the real challenge therefore
is exactly the same for HK as it is
for the British People. In other words
— think European! British business-
men who flavour Britain’s entry look
upon the venture as a great opportunity
for British Industry — it is largely
because of the potential economic
benefits that Britain is taking the step.
Why should the same attitude —
suitably tempered — not hold true for
Hong Kong?

We are not proposing — as some
Europeans have feared — a cut-jprice
onslaught on Europe. HK cannot
afford to cut prices! We are suggesting
that if we wish to continue our
development @as a manufacturer and
exporter of consumer goods we must
be prepared to preserve what we have
already fairly won by changing with
the times and by taking the oppor-
tunities that are open to us. Whether
or not we can succeed in this will
depend firstly on our attitude. Is it
to be positive or negative?
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Briefing

[0 As the services of the Chamber’s
Credit Information Bureau is ap-
parently not mequired by the majority
of members, it has ‘been decided to
discontinue the activities of the Bureau
as from December 31st, 1971,

A grant from the Chamber’s
Special Relief Fund was awarded to
Sergeant Hastabahadur Thapa of the
7th Deo Gurkha Rifles on October
20th in compensation for injuries to
his leg reveived during the 1967 dis-
turbances. Colonel Rose, Head-
quanters, Brigade of Gurkhas, receiv-
ed tthe grant on behalf of the sengeant
who is returning to Nepal. The
grant will go towards pucnchasing a
plot of land in Nepal for the Sergeant.

O Mr. O. E. Julebin has been
nominated as the Chamber’s repre-
sentative on the Packaging Council,

O ANl members should have re-
ceived a circular dated October 25th,
1971, concerning the Chamber’s ex-
amination into the question of revised
Crown Rents being fixed by the
Director of Public Works for the
second period of remewable Crown
leases as it affects actual inoreases in
manufacturing costs. Members who
have information they would like to
submit on this question are reminded
to send in the reply form, which ac-
companied the circular, to Mr. W
Parker of Peat, Marwick, Mitohell &
Co. All information given will be
treated in confidemc .

O A number of visitors called on
the Chamber during the month and
met with members of appropriate
Area Committees and other Chamber
executives. 'They were:

Mr. A. K. Davis, President of ﬁhe

Chamber of Commerce of the United
States and Mr. John L. Caldwell of
the Sub Committee for American
Chamber Affairs of the National
Chamber, Washington, D.C. (Ootcber
8sh)

Mr. N. J. Burne, leader of the Bir-
mingham Chamber of Comerce and
Industry Trade Mission and Mr.
T. A. Jackson, Secretary of the mis-
sion (October 11th)

Delegates of the Korea Medivm Bank
Study Group (October 12th)

Members of the Shotenkai Far East
Tour Group of Japan (October 15th)

Dr. K. Donkoh Fordwor, Executiwy
Chairman of the Capital Investmertc
Board of Ghama (October 16th)

Mr. Richard E. Whitmer, Director of
the Michigan Department of Com-
merce and his Special Assistant, Mr.
William J, Coohran. (October 18th)

Mr. Hartwig Serchinger, Secretary of
the East Asia Association of Ham-
burg (October 19th) see also p. 14)

Mr. A. C. George, Deputy Minister
of Foreign Trade of the Govermment
of India (October 28th)
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[0 During his home Ileave in
September and October, Assistant
Secretary, R. T. Griffiths called on a
aumber of Chambers in the UK, He
,ﬂ}poﬁed that all the Chambers were

ncerned about the implications for
British Chambers of UK entry into
the EEC, where Chambers are
governed by ‘public law’—one of the
consequences of which is compulsory
membership of a Chamber of Com-
merce for firms incorporated under
such law. If this situation came
about, the character of UK Chambers
as voluntary associations would be
drastically altered although they may
become more influential, he noted.

Mr. Griffiths also reponted that the
Overseas Section of the London
Chamber will be munning a con-
tainerisation seminar with particular
reference to the Far East in the near
future. Paper on this seminar will
be forwarded to this Chamber and
any information of interest will be
passed on to members.

}'Meanwhnﬂe, the Hong Kong section
of the London Chamber is actively
promoting Hong Kong to its members
and is planning to organise wo
separate seminars for early 1972, The
first will be on investment in Hong
Kong and the second on the infras-
tructure tand development prospects
in Hong Kong.

0 The Public Relations Department
had a hectic month during October,
because of continuous requests for
interpretation and comment from the
press, arising from the large number

of actions likely to have repercussions
for Hong Kong Trade. These issues
included UK’s entry into the EEC, the
restriction of textile exports to the
USA, the Danish imjport surcharge,
Canadian restrictions on shirt imports
and China’s admission to the UNO.

[0 The Chamber sponsored a design
competltlon as its contmbution to
this year'’s Festival of Hong Kong.
Scholarship awands were given in
junior and senior divisions for student
entries of an omnginal colour sket¢h
for an electrical or mechanical con-
sumer product, for a fashion design,
a textile design or an intexior desfign.
Over 80 entries were received, and
on October 11th, awards were 'pre-
sented to 'the six winmess. Two
scholarships each of $500 per aanum
tenable for two years at a registered
local secondary school were given in
the Jumior Division and four senflor
awands of $1000 per aonum temable
for two years at the HK Technical
College or another local post-second-
ary institution were awanded. The
winnens of the jumior division are
Miss Chan Kam Yee (textile design)
and Mr. Yuen Tze Chiu (interior de-
sign). The senior winners are Mr.
Cheung Tak Hoi (electrical toy), Mr.
Lee Hon Ming (fashion design), Mr.
Leung Sing Fat (textile design), and
Mr. Yeung Jiu Kwong (interior de-
sign). (see also p. 14)

All 80 eniries wil be shown at an
exhibition open fto the public duting
the Festival.
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Brieﬁng - continued

[0 The Chamber’s various Area
Committees are extremely busy
looking after the interests of section
members. For example, members of
area sections will soon be receiving
an area news publication. This will
include special information of interest
to the area and will be issued under
the direction of the respective Area
Committees.

Another activity the Area Com-
mittees are engaged in, is strengthen-
ing ties with overseas Chambers of
Commerce and Trade associations as
well as local Consulate Trade Com-
missions and organisations.

All Area Committees are also
keeping as up-to-date as possible on
market information, government re-
gulations, exchange - controls, and
business potential in the area con-
cerned.

O It has been proposed that a
British Indestrial Exhibition be held
in Hong Kong next year if there is
sufficient interest and suppont from
UK and local industry.

The exhibition will be organised
by the Fairs and Promotions Branch
of the Department of Trade and In-
dustry in London and will be held
from November 6th-15th, 1972 on
either the Wanchai reclamation or in
Whitfield Barracks.

It is anticipated that the Exhibition
will primarily cover engineering pro-
duct groups to be msed in major
capital projects in the Colony. Book-
ings by local agents and distributors
of British products are welcome but

the exhibition is available only for
the promotion of goods wholly or
mainly manufactured or assembled in
the UK, or of services of UK origin.
Invitations have already been issu
to a large number of firms and itrax
associations in Britain. Members in-
terested in participating shouid apply
for further information from the Bri-
tish Trade Commission, 7th floor,
Shell House, Queen’s Road, Central.

[0 During October the Iuternational
Trade Department anranged a total of
91 business contacts for members
and issued or endorsed 32 letters of
introduction for members travelling
abroad. The Department also re-
ceived, processed and passed on to
members a total of 1333 trade en-
quiries,

[ The Hong Kong Trade Develop-
ment Council will be organising the
following promotions early = next
year:—

Participation in the Frankfurt 13
ternational Trade Fair from March
5th-9th.

Fifth Hong Kong Ready-to-Wear
Festival from March Sth-10th.,

Trade mission to the Benelux
countries (BEN I) in Marnch/Ampril.

Participation in the 93rd IGEDO,
Dusseldorf from April 23rd to 27th.

Members who are interested in any
of these promotions should contact
the TDC at the Ocean Terminal, Tel.
K-670151, for further details,

14

0 The Hong Kong Produkctivity
Centre will be offering the following
courses in November and Decem-
ber:—
{ptwork Analysis & Its Application
Construction Industry II — given
in Cantonese from November 29th,
1971 — January 3rd, 1972, fee $220.
Supervisory Training Course for Con-~
struction Foremen III — given in
Cantonese from November 20th —
December 29th, fee $250.
Practical Accounting — given in Can-
tonese from December 7th, 1971 —
January 14th, 1972, fee $200.
Marketing Management — given ia
Cantonese from Decembler 9th, 1971—
January 1st, 1972, fee $250.
Factory Administration — given in
Cantonese in December, fee $350.
Computer Programming (Fortran) —
given in Cantonese from December
9th, 1971 — January 20th, 1972, fee
$300.
Computer Programming (RPG) —
{ Yen in Cantonese from December
\7th, 1971 — February 1st, 1972, fee
$3OO
Glass Fibre Reinforced Plastics and
Their Application — given in Canton-
ese from November 29th, 1971 —
January 10th, 1972, fee $280.
Training Course for First-Line Super-
visors in Electronic Industry —g iven
in Cantonese from Nowvember 26th,
1971 — December 31st, 1972, fee
$250.
Printing Technology — given in Can-
tonese from November 26th, 1971 —
January 14th, 1972, fee $300.

Seminar on Low Cost Automation —
given in English on Decenmber 16th
and 17th, fee $200.

For further information please con-
tacti the Productivity Centre.

0 The second manpower survey
report of Hong Kong’s electronics
industry has been published by the
Electronics Industrial Commilttee of
the Industrial Training Advisory
Committee, on which the Chamber is
represented by Mr. R. Burrell.

It shows ﬂhlafn, since the first man-
power survey in 1966 the total num-
ber of workers has increased from
21,853 to 33,305, and the number
of registered and recorded electronics
factories from 58 to 142,

The report contains statistical in-
formation about the employment
structure of the electronics industry;
the number of workers engaged in
each principal job at technician,
craftsman, operative and umskilled
levels; the educational standard of
employees preferred by employers for
different jobs; the number of vacan-
cies at the date of the survey and a
forecast of additiomal vacanicies.

The repornt also contains revised
proposals and fresh recommendations
to meet fhe additional training re-
quirements.

For example, in order to secure a
fairer distribution of the cost of train-
ing among firms, the commiftee sug-
gests training schemes in which each
electronics finm woulid have to con-
aribute to a central funid which would
be distributed back to those finms
doing training.
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Report from the Areas
Tsang in Europe

The iChamber assisted the German
Consulate General in organising the
Hong Kong delegation to the 9th
Overseas Import Fair ‘Partners for
Progress’ which was held in Berlin
from September 20th to 26th., The
ten~membier mission was accompanied
by the Chamber’s Assistant Secretary
in charge of the Europel Area Section,
Mr. Clement Tsang, who acted as
coo:dinator for the group.

Popular exhibit

Upon his return, Mr. Tsang
reported that a total of 550 finms
from 52 countries took part in the
Fair. Horng Kong was arnong the 13
participating Icountries from Asia and
the rest came from Africa, Latin
America, Middle Bast and other
developing areas. The Hong Kong
Pavilion was locateld in. a prominent
position mext to Japan, Singapore
and Thailand. Because Hong Kong
exhibits are known to be popular with
the general public from previous
yelars, the Fair Authorities gave Honﬁ
Kong more space than was applie
for, thus allowing for @ much more
effective display icovering a wider
range of products. On the whole,
appromimately 2000 buyers and
visitors ppassed through the pavilion
every day. The numbers indreased as
the Fair drew to a close’.

The Fawr opened on September 20th
and was attended by a large number
of invited guests and buyers from
Germlany and meighbouring countries
— indluding some from Eastern
European countries. All ten Hong
Kong participants reiceived trial orders
from importers, wholesalers, depart-

ment stores, mail omder houses and
individual business firms during and
affter the ffair. One delegate received
as many as 30 such ovrders. These
trial orders wera generally faiw_i“\
substantial, ranging in thousands '/
picices of a certain item. The orders
were mainly for transistor radios,
ladies’ handbags, wigs, cigareite
lighters, toys, umbrellas and garmients.

Serious enquiries were also received
from buyers, and several delegates
reported that they thad received orders
from enguirers after they had returned
to Hong Kong. Those who made sales
direct to the public were very success-
ful. ‘One participant managed to sell
all his merchandise before the closing
of the Fair,

HK publicity

Throughout the Fair, Hong Kong
received a great deal of publicity.
The publicity office of the Fair
Authority was especially helpful in
giving information on the Hong Ko?-‘)
pavilion to focal German newspapers,
and in giving interviews in Geoman
to radio and television on behalf of
the Hong Kong delegation. One
participant was also interviewed in
Chineset by a Chinese meporter from
the Voice of Germany. Hong Kong
was kspecially popular with the Ger-
mean television networks, which visited
the pavilion on three or four seplarate
odcasions and even did a special
feature on toys.

On the whole, Mr, Tsang concluded
Con’t p. 27
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The Problems

and the Future

Although extracts have already been widely reported in the local
press we publish here the speech recently given by the Financial Secretary,
Mr C. P. Haddon Cave, to the HK Pharmaceutical Industry Association.
Covering a wide range of current trading problems, the speech is of consider-

le interest to local businessmen in these somewhat uncertain times. The
amber finds itself in accord with most of the analyses put forward by Mr

Haddon Cave.

‘Selecting a subject, particularly a
suitable subject, for an after-dinner
gpeech is quite a tricky business at
the ‘best of times. But when one is
to face a gathering of specialists in a
particular field it is quite impossible.
So tonight, I'm afraid, I've taken the
easy way out. I've chosen a topical
subject. What I have to say on the
subject of Hong Kong’s economic
prospeots over the coming years will
be of general rather than particular
interest to yom, as members of the
pharmaceutical industry or practition-
ers cf medicine. In the limited time
available to me what I have to say
on the factors that have determined
Hong Kong’s present economic posi-
tion must be couched in very general
i ?’ns, and my eXamination of the
“wature will be concerned with one
of these factors only — our export
trade.

‘I may have taken the easy way
out in one sense. But in another
I've made things difficult for myself
in deciding to talk abomt our pros-
pects. FEconomic forecasting is a
dangerous pastime. Who, for ins-
tance, twenty five years ago would
have forecast the present position of
Germany and Japan, mnations ap-
parently utterly defeated and physical-
ly destroyed but now so economically
strong that they are forced to revalue

their currencies because they are too
competitive? Who at that time would
have forecast the consistently disap-
pointing economic performance of
Britain and even more, in recent
years, of the United States?

HK — Past & Present

‘To come closer to my subject I
doubt whether anyone, seeing Hong
Kong in 1950, with the entrepot trade,
its main economic activity, virtually
destroyed by the stopping of the
China trade, and with refugees pour-
ing across the border by the hundreds
of thousands, would have dared pie-
dict the Hong Kong of today, with
its full employment and rising living
standards, its million and a half
housed in public housing schemes —
and its traffic jams—a prospercus
communitly of four million, among
the top twenty trading nations of the
world, And who, amidst the uncer-
tainties of the 1967 disturbances,
would have predioted that the three
years following would witness the
most rapid growth of Hong Kong-
made exports and prosperty of any
period in our history?

‘Historical developments can b
explained and documented up to a
point after the event; and statistically
measured. So there have been many
speeches in recent years analysing the
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factors which have accounted for
Hong Kong’s economic progress over
the last twenty years; but unless we
are extraordinarily clairvoyant — and
so few of us are— once we begin
to look into the future it is only
possible to peer into a very dark and
murky glass, particularly at the
present time when so many familiar
economic and political landmarks in
the world overseas are disappearing
or being tramformed. Indeed, it is
not possible to do much more than
look at what has been happening, try
to project it into the fubure and then
see what new or changing factors
could possibly -alter or bend that
prediction and to what extent.

What's ahead?

‘What we see over the last ten
years is that Hong Kong’s national
income has 'been increasing by some
eight per cent or more a year and its
domestic exports by about 15 per
cent a year. If we could be certain
that this would continue over the next
decade I could announce a brilliant
economic future for Hong Kong, ac-
company it with a few panegyrics
congratulating everyone all round,
and sit down.

‘But the world, unfortunately, is
not as simple as this. We can grant
that Hong Kong’s success up to now
has been largely based on a com-
bination of the old fashioned virtues
and a willingness to accept that our
extremely Ilimited resources have
certain inescapable implications for
public policy and for both manage-
ment and labour in the private sector.

This combination of virtues and
realism has many ingradients: an
attitude of mind best described as a
determination to survive, backed up
by diligent effort and a capacity £
imaginative response when ciroum.
tances change, favourably or un-
favourably; a high degree of mobility
of labour and capital; a flexible cost/
price structure which is the dlassic
advantage of a free market economy;
free trade and open door policies
which have denied to manufacturers
the easy option of a protected and
feather-bedded home market (not that
in our circumstances the local market
can ever be of very great signifi-
cance); conservative fiscal policies,
designed to maintain a strong reserve
position and, whilst providing the
Government with sufficient resources
for the public services and capital
works programmes, the emphasis has
been on high yields from a smiple
tax struoture with low rates.

2/

‘But these ingredients have not been
enough on their own for the creation
in 20 years of a manufacturing
economy of such dimensions, even
when accompanied by a first class
port conveniently placed on the ship-
ping lanes leading to all parts of the
world, and by commercial and bank-
ing links built up over a hundred
years of entrepot trading activity.
Another esseatial ingredient has been
external to Hong Kong itself. We
have been living through an era of
continually expanding world trade and
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External Ingredient /‘3‘.

of continually increasing freedom of
trade as fariff and mon-tariff barriers
erected years ago 'by the main trad-
ing nations of the world have been
#Tsmantled.

GATT & IMF

“The system of international eco-
nomic relations established after the
war has, on the whole, worked well.
Freedom of trade has beem under-
pinned by the rules of the GATT and
defined in terms of the most favoured
nation principle providing equal rights
of trading access for all on the same
terms; and freedom of payments has
been underpinned by those of the
International Monetary Fund (IMF).
As a consequence, world trade has
expanded at an unprecedented pace
and, despite certain restraints on some
of our textile exports, Hong Kong
has generally benefited from this
system. Markets have ibeen open to
us and we have taken advantage of
#em, for as a dependency of the
‘cnited Kingdom we have enjoyed all
the rights of GATT membership (and,
I might add, met in full all our ob-
ligations to an extent probably un-
equalled elsewhere).

‘I am not going to say that this
happy state of affairs is now inevitably
coming to an end. Certainly not!
But I cannot deny that the expanding
world trading system, which has
served Hong Kong so well over the
last twenby years, is threatened. The
United States and Britain, our two
biggest markets, are experiencing
serious economic difficulties, with

continuing inflation of prices and costs
despite increasing unemployment and
recession. The uncertainty over the
outcome of the international monetary
crisis is inhibiting trade. And the
dangers of a trade war are increasing
with every month that the monetary
crisis remains unresolved. If a trade
war were to erupt on a large scale
between the major trading countries
— the United States, Western Europe,
Japan — the resulting reduction of
world trade, and possible retreat into
regional trading blocs: with protective
walls around them, would hit hardest
those countries most heavily depen-
dent on international trade and an
open world trading economy governed
by certain rules of behaviour based
on the m.f.n. principle. Among them
would be Hong Kong. Our whole
existence depends on international
trade: to a large extent we only buy
from abroad in order to produce so
that we may sell abroad.

Competition

‘Apart from this danger of increas-
ing restrictions on world trade there
are other difficulties Hong Kong
must face in the coming years. We
are now no longer, with Japan, alone
in the export of textiles and other
consumer goods to the advanced
countries on a large scale. iInstead,
we are facing increasing competition
from countries such as Taiwan, South
Korea and Singapore in Asia, Yugos-
lavia, Portugal and Spain in Europe
and Mexico and Brazil in Latin
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America. Some of these countries,
particularly Taiwan and South Korea,
have Jlower wages and costs than
Hong Kong; all except Singapore have
considerably larger populations.

Cultivating assets

‘The factors in Hong Kong’s favour
are, in general, the better quality of
our products, the longer commercial
experience of our industrialists and
merchants, the more flexible economic
and fiscal system in which they
operate. But these can be diminish-
ing assets munless they are cultivated
by more technical training and
education, higher productivity, better
design and better marketing tech-
niques. In this highly competitive
world we are on a moving staircase
and we have to keep on rumning to
stay ahead.

‘A further point to bear in mind
is that as the countries I have just
mentioned, and perhaps others, be-
gin to pour more and more low cost
goods on to world markets they may
provoke reactions from the developed
countries whose older and less
efficient industries may be threaten-
ed. If this leads to a spread of
restrictions Hong Kong could well
feel the backlash as well, if only be-
cause of our past performance rather
than from any present threat. This
is to some degree, the case in the
example of the restrictive arrange-
ment ¢or mnon-cotfon textiles now
being demanded of Hong Kong by
the United States under the threat
of unilateral import restrictions - on
worse terms if we do not comply.

I sincerely thope that this is an
aberration which will not spread to
other markets and other products.
‘But the effect on Hong Komg of
reduced trading opportunities :Ero§'~.
whatever cause could be serio.J
Because of our mmique dependence
on foreign trade, any slowing down
in the growth of our exports would
very rapidly spread to the rest of
the economy and cut down the rate
of growth of incomes to levels con-
siderably below what we have be-
come msed to in recent years.
Indeed, a serious enough check to
our exports could halt economic ex-
pansion very quickly and could even,
as a consequence, lead to recession
and  unemployment. The only
restorative would be a price and
wage cutting process. This wouold
help us to break into other markets,
but at a heavy cost in social terms.

Realignment

‘All this, however, I believe to be
ap excessively gloomy prognosis and
I do not believe it will come to p )
The present is not the time or the
place to go into an explanation and
analysis of the world monetary crisis.
But essentially it has arisen from an
over-valuation of the United States
dollar and a consequent disinclictation
of creditors to hold ever increasing
quantities 'of dallars despite the resenve
culrency status of the dollars in' the
world monetary system. This is now
in the course of being remedied by a
realignment of the exchange nates of
other major currencies, leadimg to an
effiective devalwation of the U.S. dollar.

‘Once this realignment has been
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negotiated and other currencies (in-
cluding the Hong Kong dollar) have
been slotted in and a new equilibrium
established, I believe that considerable

_(‘iprts will \be made to bring about a

zsh round of megotiations. within the
GATT further to reduce tariff and
particularly non-tatiff barriers to
trade; and thereby slow down the
present tendency to seek, via bilateral
agreements outside the GATT, solu-
tions to particular trading problems.
(We are victims, at the moment, of a
‘special case’ mentality which is. dan-
gerous folr us and the inktegrity of the
world trading system). Although the
GATT will be the forum, and theore-
tically all members will be involved,
I believe it will be a three-cornered
dialogue between the United States,
the enlarged EEC (including Britain)
and Japan. The new situation that
eventually emerges should create new
opportunities for Hong Kong’s ex-
porters in Europe and in Japan. The
United States market should still re-
£ Jin a good one for our exporters,
bdt its relative importance may
possibly decline.

Challenge, not threat

‘The increasing competition from
oulr neighbours should also be seen as
a challenige rather than a threat. It
is a challenge to Hong Kong’s indus-
trialists to invest in more sophisticated
techniques and new products and, with
the help of our ewpanding techical
education system, to train more skilled
workers to operate the new techniques.
Hong Kong must continue to diversify

its production and improve its quality
if it is to stay ahe¢tad in the race. 1
am not referring here to diversification
for its own sake, but diversification in
response ¢o and in search off profitable
trading prospects. Plrosperous neigh-
bours are mot just comipetitors; their
very prosperity can iturn them into
markets for Hong Kong products,
Since 1967 oulr (domestic) exports to
Japan, for instance, htave increased in
value by 160 per cent which compares
with an 84 per cent increase in our
global exports.

Free trade & Open door

‘I have heard it said that Hong
Kong is too heavily dependent on trade
and that our {lee trade ‘and open: door
policies are no longer appropriate to
our present circumstances. ‘The angu-
ment runs that, by introducing a mea-
sure of protection, we could freserve
more of our home mrarket for local
industry and cut down what is termed
our excessive dependence omn imports.
It would also, it is said, increase our
bargaining powelr.

‘None of this I believe is walid.
What is more I do not believe that
such a policy would offer any sort of
practical alternative for us. Hong
Kong is, after all, a small territory with
little or no natural lesources. Our
industries are geared to serve export
markets in countries which buy large
quantities and thus provide the econo-
mies of scale and long runs which our
industries need to be efficient and we
as a community need in order to earn
our living (for we are dependent on
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the labour value added content alone).
Our industries, although they dare
diversifying, are also concentrated on
a Irelatively narrow range of products
which they make most efficiently and
competitive prices. Artificially to
_Jert them to supplying a small home
market across 'a wider range of pro-
duction would blunt their competitive
edge; and such a policy would pro-
bably do more damage to our eaports
than it produced benefits in the saving
of imports. Furthermore, the freedom
to import from the cheapest markets
means not only naw materials at the
lowest cost for our industries, but also
competitively priced consumer goods
which help to maise the standard of
living of the people as a whole.
Despite the uncertainties at present
existing in world trade, I firmly believe
that our free trade and open door
policies still remain the best—and
indeed the only—valid policies in the
ciroumstances of Hong Kong,

e'jue Sum up
To sum up, I do not deny that

there are uncertainties and even dan-
gers in the present situation in which
we find ourselves. The integrity of
the world trading system as we have
known: it for the past twenty years is
threatened by a wave of protection-
ism. This is to be deplored and we
should not hesitate to say so. But
we must not be gloomy about it
There will be many opportunities for
Hong Kong to seize, provided we can
retain our oharacteristic resilience and
rapidity of response; and, in keeping

with my opening comments on the
crises Hong Kong has weathered with
great success since 1950, I have no
doubt at all that Hong Kong people
will retain these two great assets.

Seizing Opportunities

‘The situation calls for a recogni-
tion that new techniques, better
management and trained skilled
labour will be at a premium. There
is no longer a pool of unskilled or
semi-skilled labour waiting to be
employed in relatively simple indus-
tries whose products can be sold in
large quantities at a reasonable profit.
But, provided the opportunities are
seized and new markets are con-
tinually being sought for new pro-
ducts, Hong Kong’s economy will go
on expanding at a satisfactory rate;
and the means will be available to
meet the aspirations of the people
for higher living standards and a
better quality of life,

‘The Government for its part will
seek in the future, as in the past, to
formulate and put in hand policies
and programmes tailored to these as-
pirations and to our circumstances.’

ends
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...think again!

There is more to the P & O Group
than the 20 passenger liners that

sail the oceans of the world. The

P & O Group of 240 ships includes
passenger and car ferries, oil, bulk
and ore carriers, container ships,
cargo liners, heavy lift cargo ships
and offshore service and fishing
vessels. The P & O Group also
operates air freight services, shipping

and forwarding agents, freight brokers,

ship chartering companies, travel
agents, insurance companies, en-
gineering and ship repairing com-
panies, ship suppliers, motor transport
and international road haulage com-
panies and is also involved in a
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liners when you think of P&0...

holiday resort development.

In Hong Kong, Mackinnon, Mackenzie
& Co., Ltd., — a member of the P & O
Group — looks after the P & O

Group passenger, cargo and crew
interests of P & O Lines, Eastern &
Australian Line, Union Steamship
British India, Hain-Nourse, Strick
Line and Trident Tankers and in
addition to this they incorporate
Mackinnons Travel, Mackinnons
General Trading and Mackinnons
Godown Co. So next time you,

think of P & O — think big!

Hong Kong Agents:

Mackinnon Mackenzie and Co.
Telephone: ®-232011.

1)

GROUP
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Pick of The Press

Reprinted from the Financial Times, London
What sort of manager are you?

Seven basic types of manager are described in a t¥gjport published by the
British Institute of Management. The findings probably apply equally well to

HK managers, regandless of race or naticinality.

Whether you belong among tthe

fast diselns, hoppers, thwarteds, telchmlocralts, hidden redunidanits, old boys, dr
ckboniners (the majority ), if you have been managing for five years or moife

arre palrt of the subjeldt —

- The report, written ‘after an inquiry
into the educational needs of ex-
perieniceld managers, finds current
training practices lacking. One dis-
closurd s that a “startling number” of
top executives are sceptical about the
value of leveen the best reputeid courses
now ‘'available. And these top ex-
eoutives are right to be sceptical
according to Mr. Alistair Mant, author
of the report.

Mr. Mant maintains that tnost
training programmes aré uansuited in
both contents and form to tha needs
of expelrienced managers. On courses,
he suggests, these essential workers are
often treated less like adults than are
children in advanced primary schools.

Seconded from IBM to produice the
report, Mr. Mant studied companies
C‘"'&amd small. Last year he questioned

d interviewed chief executives,
managers ranging from the high flying
to the static, management development
specialists, training boards, designers of
courses in companies’ own and
external schools, professional bodies,
consultants, Government departments
and othier researchers.

The report is based more on insights
than on quantitative evidence that an
academic sociologist would consider
respectable. Nonetheless, paople con-
cerned with the practlcalmtles of
educating managers in their craft will
hear a ring of truth in what Mr. Mant

says. He has produiced quiestions for
discussion, not a set of recommenda-
tions. The firm conclusions drawn are
that what sort of manager a person
becomes depends on his company as
well as his personal qualities, and that
a manager’s training needs are
detenmined by ‘his situation in the
particular company.

The seven

Haere is a much-condensed version
of the seven types which the neport
uses to illustrate different sitvations
and needs:

Fast Riser. Marked for promotion
he is motivated to learn. Naseds to
accumnulate  modern  managetment
techniques and to acquire a broad view
of company operations to fit him for
the future,

Hopper.  Advances himself by
changing company, so his employers
tenid not to invest much in his manage-
ment education. His needs match the
fast riser’s “but most forms of com-
pany indoctrination will be wasted on
him.”

Thwarted. His company must
promote him, whether upwards or
sideways, or he must leave before it
is too (ate. “Im ‘his present con-
servative ‘environment he is unlikely to
be able to apply new techniques if he is
permitted to learn them.”

Technocrat. Basically he must
choose bistween the managerial and the
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A print shop on your desk, ridiculous ?

A. B. Dick has a quality print shop espe-~
cially designed for your desk top. Now
you can produce quality letterheads, bul-
letins, office forms—using line drawings,
photographs, solids and colors with an
A. B. Dick Model 320 Table Top Offset.
The Model 320 is priced to minimize
your investment. Since it canreproduce a
variety of quality work that might other-
wise be sent out, you will save money on
supplies and overall printing expenses.

Your jobs get done fast. The Model 320
operates at speeds up to 7500 copies per
hour. This means you can have the
printedmaterial you want, when you
want it.

If you are tired of paying little men ridic~
ulous wages and they still keep falling
off your desk, why not call for a Mode!
320 Table Top Offset demonstration to-
dayat...

ABDICK, & % %

A DIVISION OF DODWELL & CO, LTD.
SINCERE INSURANCE BUILDING
HONG KONG,
Telephnne: H743321
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A banking department
where business comes first.

teiiel

What is TCID?

The letters T.C.L.D. are the initials
of the Trade and Credit Information
Department  of The Hongkong and
_Shanghai Bank.

What is its function?

TCID was conceived 1welve years
ago as a specialist businéss information
department to cope with the heavy
traffic of overseas and local business

enquiries te business opportunities

existing in Hong Kong.

How does it operate?

TCID obtains all its information
openly from the company under
consideration. It compiles a complete
information file {i.e. Bankers Report)
on that company coupled with a
recommendation. At the same time it
provides that company with a complete
information file (Bankers Report) on

you with a recommendation.

How can TCID help me today?

TCID has become the largest organi- |
sation of its type in Asia, and has |
many thousands of information files
on local and overseas companies. These
are available instantly on specific and
legitimate request.

Contact TCID at The Hongkong and
Shanghai Bank in Hong Kong direct or
through your own bankers.

The Hongkong and Shanghai Banking Corporation

Branches, Agents and Correspondents throughout the world.






