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Chinese Vice Premier exudes confidence in Hong Kong's economic
COVER STORY future in a one-and-a-half hour interview on May 7 with a 20 member
delegation from the Hong Kong General Chamber of Commerce that visited Beijing, led by Chamber
Chairman, James Tien. P.6
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Survey reflects
Hong Kong
development

he latest Household Expenditure Survey (HES), covering the period October 1994 to September
1995 and issued by the Government at the end of April, continues to reflect the dramatic
economic and social development of Hong Kong.

When compared with earlier surveys, extending back to the first of the series, conducted in
September 1963 to August 1964, it gives a picture of how local lifestyles have changed as community
wealth has increased.

For its part, the Chamber believes the HES’ findings provide a further basis for confidence in the
future of Hong Kong - a growing middle class affluence and a broader individual stake in the economy
through wider home ownership.

The two most dramatic changes in the survey remain the decline in the share of expenditure going
to foodstuffs and the continued rise in the share of expenditure on housing.

The trend in both these items of expenditure is typical of an economy moving up the economic
development ladder with average incomes increasing substantially.

As people get richer, they need not eat more, although they might eat different and perhaps higher
quality (and thus more expensive) foods. Thus expenditure on food declines as a proportion of overall
income.

With housing, the reverse is true. As a community’s average incomes increase, individuals tend to
spend more on housing - and housing of a better quality in particular.

In Hong Kong’s case, this factor has been exacerbated by the high cost of property which has
helped push up the price of housing (rentals and imputed rentals in the HES) quicker than it might
otherwise have occurred.

The interesting aspect of the Hong Kong HES in the last 15 years is the fact that the share of
expenditure on “necessities” - food, shelter and fuel - has remained static or even increased a little.

Again, this is because the share of housing in overall expenditure has risen so rapidly as to keep
pace with, or even outpace, the decline in the food and fuel components of the expenditure survey.

It is true, however, that the “necessities” element within total expenditure has declined from the
earlier surveys in 1973-74 and 1963-64.

The failure of the expenditure on necessities to decline much in recent years, however, may be
dueto the inclusion within the foodstuffs category of meals eaten awayfrom home, thatis, at restaurants.

This category, which might be regarded as luxury expenditure in some economies, is really a
necessity in the territory, having been a part of everyday lifestyles for such a long time.

In any case, the HES remains a valid reflection of how lifestyles have changed in the territory over
the past 30 years.

Back in 1963-64, for example, the share of expenditure on foodstuffs for the bulk of the population
[that is the 50 per cent of households included in the CPI(A)] was 55.6 per cent. Today it is 37.3 per
cent.

On the other hand, the share of expenditure on housing (that is, rentals) back in 1963-64 was just
12.9 per cent and today it is almost double that at 25.34 per cent.

For wealthier families, included in the Hang Seng CPI, the share of expenditure on foodstuffs has
more than halved from 48.3 per cent to just 20.38 per cent, although it has also dropped markedly in
the past five years.

Expenditure on housing (rentals) on the other hand has more than doubled from 15.2 per cent to
34 per cent.

The HES is used to establish the weights for each of the four consumer price
index measures of inflation now published in Hong Kong.

Given that there are four such measures, it is perhaps disappointing
that the Government does not use at least one to reflect changes in
mortgage payments for housing, rather than rents.

With around half of Hong Korig’s households now in owner-
occupied accommodation, the inclusion of mortgage payments in
one index, rather than the “imputed rent” of such dwellings might
be a step forward. [ |

4 The Bulletin June 1996




EDITORIAL

ERAEE

ZEE-% IE
BEg AibiE
HBRE 2plncs
EMEEET L EheR
MAARIENEEE BI%E
THNEEE RiER
TEEE" R
REBRRERS =
REZEE = RF
BNEES PN

ADEREEE £
IXSKEES FBEA

EREEE IR

EEBARRED

3 B3N REEY

MBERES (EIEEES

FONBEREEE KEAZF
REEN

BBEES 2

EREREES

EF RSN ]

BEROLRESEZREES
LGB

BRREHEHA

BITEES M35

MBERBEES Vg
aNBBEES SRR
HETREZES B B8
EXRBEES TR
HWERBESS SR
BRI EES FEE
Bl HRRBEER
=R

BRRBTEERDE ZRE

AFFHERKBRESS
BEREEE 3537

£ P B F 8L K R ik
ARG R T

%ﬁﬁrﬂm 4 AEEEN Bl — I PR SE RS R (1994 410 HE 1995 F 9 H) #4E
JR B T v 1 KR S At B AR o

BIRPA > W EF X SEAE R 1963F 9 A £ 1964 8 A RIMEAT - RZATH R
FIRE K BEAEE TR M T A7 B A A 15 A L o i G Bt 78 444 fin s 52 o

TERE o, AEZEREREARMAENBETBNRINGRE LD - B EHR 4 ERER -
DA R NG a B BY M MM AR -

P fERE B A ST e Bs > - EAER FT R B S L ORI R > &K R B
R ARHIER o

PRTER B S ) A B R i ik o — (R A AR B R AL & IR L > I A KIg e B -

BEEAE IS B RERATIAEE > SYNEREARS T (BEEARES) - H
TTIRAA—ZIZMEZL o E > AR R G It ARRE FF% -

ERABIEF AR o T RA-FERAR D MATEERE A5 AR - R R R AR
) INEARER Lo

DI S 8 BN HBE - ey EgAaits TERVER (P Fat i
& I AESIRE) -

B X ISENEFHIRANESER - A—HABNRE - BE - £ RS L
an ] BTG AYBA ST LG — EAERRRRE > SLEH DRI -

B 5y B AT BB S T A EC B GRIE TN » RAHEEY | > HEUR A TR Q AR B S L
Bl ERIE o

Aid o [Fdah | TEARBE ST PTG R L EAEREHANY (1973-74 J% 1963-64) FHiEE -

SR > [ 6756 MBI ZANR RS A E KB - ErRER MR ERIEE G riTRESA
RERI i > N ETEEME RN E -

TERRTESK » WWANRRE TRE R R (BB M > MAIEFBANLTSR - FERALTE
Ay —&h

Wam B o 5 FSURE RE RO MR T S s AR TR R K 30 RO o

PL1963 % 64 FF L6 > KEBATR (HERFEEBEYERENREN—LEF) tRE
TR LA 55.6% 5 BARFHIER 37.3% -«

H—HE > HRTE 1963 F 64 FAVERMZILE] FAE) #£5 12.9% > HIFAESEE
25.34% > HMREIE —fF -

HREERNAEN S (RMEREABEEYERER) - ST ITERLLERE 48.3% 8
F20.38% - BKURABE—F » SESAE T EAY S HAE AT 5 A M R ERAE AR A o

R AR (FHE) MM ERZEET |65 > ] 15.0% B8 £ 34% -

EF B Sint s & 2 3 A 4 RS BUB AR 19 TH B W (B 16 8000 EEMRLAR S -

SANKBHR > BUGH R RE R — RN By E SR E R R (mEHRE) M
PSR - :

HHEREOA HEFYERBERIZA » BEFHEWSE
ISR THER 2 | > IR I AL h—IE N B Y 1R
SR FH I HE R RO ESEA M - [

~

The Bulletin June 1996 5




COVER STORY / BENING VISIT

Zhu Rongji exudes
confidence in HK

Vice Premier says China has achieved a 'soft landing

ice Premier Zhu Rongji, in a one-

and-a-half hour meeting with the

Hong Kong General Chamber of
Commerce delegation on May 7, exuded
confidence in the economic future of Hong
Kong.

A press release on May 8 on the
Chamber delegation's return said:
“Impressing his visitors as an economic
manager in full control, the Vice Premier
stressed that China has achieved a "soft
landing."

“"Inflation for the first quarter was 7.7%,
indicating that inflation for the year 1996 is
likely to be below the target of 10%. "GNP
growth for the first quarter was 11.2%, the
same as for the year 1995," the press release
said.

Bodes well

Chamber Chairman James Tien. who led
the 20-strong mission to Beijing quoted Zhu
Rongji as saying this bodes well for Hong
Kong.

"When China prospers so will Hong
Kong due to the integration of the two
economies," he said.

The press release said: "The (PRC) State
Planning Commission anticipates a steady
economic growth of 8% (GNP) in the two
decades from 1980 to the year 2000 and a
7.2% annual increase in GNP for the years
2000 to 2010," James Tien reported.

He said: "These are very impressive
figures which will have a positive influence
on Hong Kong's economy. This is an
excellent forecast and confidence booster for
both Hong Kong and foreign investors."

Convertibility

"Zhu Rongji also told Chamber delegates
there was a possibility of achieving Remenbi
current account convertibility as early as the
second half of this year."

The press release said: "During their
discussion with Vice Minister Sun Zhenyu
of the Ministry of Foreign Trade and
Economic Coopration (MOFTEC), Chamber
delegates were pleased to learn that China
was keen to utilise Hong Kong's
management and technological expertise to
develop the PRC's own service sector
industries, as well as to transfer Hong Kong
experience in establishing and operating
Small and Medium Enterprises.”

Group photo of the HKGCC delegation with Director Lu Ping of the Hong Kong and Macau

Affairs Office.
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BEIJING VISIT

| i

Director Lu Ping gives his assurances.
BT EEBIRE

== Dz

Xiang Huai Cheng, Vice Minister of the State Administration of Sun Zhen Yu, Vice Minister of MOFTEC, told delegates cooperation
Taxation, told the delegation the Chinese Government will not between China and the Hong Kong Service Industries would be
interfere with Hong Kong's low tax system. The SAR will adopt its strenthened. James Tien presents a memento.

own tax policies and pass its own tax legislation. HAESEHEAERRPRRREAPREART - PEMBNRERSMAESE

ERBFLRERRERHARNRERT  PETETREBNHEREBR - & o ALBARERRESS -
BRITRESETASNBBEE  LHTEBEREHER

o i
Zhu Rongji with some of the delegates. James Tien presents a souvenir to Zhu Rongji.
RBBRPLEE iEC JoE S 2386 TRk N
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BEWJING VISIT

James Tien recalld the delegation's
meeting with Director Lu Ping of the Hong
Kong and Macau Affairs Office on May 6
when Director Lu gave assurances that:

Assurances

e There would not be two LegCos
simultaneously nor two centres of power.

¢ The Provisional Legislature will not be
arubber stamp and thatlaws will be properly
discussed before final drafting.

e The Chief Executive of the SAAR will
not rule by decree.

e The first SAR Legislative Council will
be formed before the end of 1998 in
accordance with the Basic Law.

"As already widely reported by the
media, Director Lu said that the
Provisional Legislature will prepare laws
by June 30,1997, to be signed and enacted
on July 1, 1997, and that such laws will
be restricted only to those essential to
enable the SAR to operate
constitutionally."

The Chamber mission was led by
Chamber Chairman, James Tien and
Second Vice Chairman C C Tung. Other
delegates were Pater Barrettt, Simon Lee,
Victor Li, Joop Litmaath, David Rimmer,
Brian Stevenson, Alex Ye, Martin
Barrow, Anthony Griffiths, Stanley Ko,
Fanny Lai, Neville Schroff, G J Terry and
lan Christie. [ |
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Gian i Yu, Vice Minister of the State Planning Commission said the
next 15 years should be a period of sustained rapid and healthy
economic growth for China that would impact on Hong Kong. James
Tien presents a souvenir.
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The HKGCC delegation hosts a return banquet.
BEABHBTDRERETHE

AR - 5 H 6 B RSB AT T
ERPHEET » BFEEFL TLUTRE

RE

o NERIIE 4 3 VRS ik S S A R
Tl

o BREFSIEEAGHS [REREE] »
TR HEBITE s LT & Rl & 1
i

o FRITHREE RNGREEEHES TE
B AR AR ATEBUE B35 5

o YERIATELSE & JE Tk S IR (A

Y A 1998 AT, -

B . [N EZRE
BFEETER > R IEEREE7 H
ARG - (BRTERM AR 7 E7 A1 Bl
THRBEESEAREEN - MEE R RRIB
6 A48 Il 4T I RLAS DL A i A B L ZR IE
el

BFWEFEGH R E R EE AR RSB
Al EFEGRETER > S - B4
ZEHEE - B K BAR - U
ERE - A TP @EN FER
¥ BorAE - WAL RNHAR - [ ]

Guo Dong Po (right), Chairman of the CCPIT, told James Tien, C C
Tung and the delegation that China plans to participate in the
international CSI movement and would send an observer to the

Geneva CSI meeting in July if invited to do so.
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Diary Dates

July 3-5, 1996

Study Mission to Pearl River
Delta (East) on Industrial,
Processing & Free Trade Zones

Thé Chamber is organising a three-day
study mission to the Guangzhou Free
Trade Zone in Huangpu, the Xintang
Processing Zone, Guangzhou Economic
& Technological Development Zone,
and Zhongkai High-Tech Development
Zone. Participants will be received by
senior officials of these zones and will
inspect infrastructure and facilities there.
Arrangements have also been made for
the delegates to call on senior officials
of Huizhou.

Details & Bookings: Phoebe Lee,
tel 2823 1203, fax 2527 9843.

July 9, 11 & 17, 1996

Strategic Marketing Series

The Chamber, in conjunction with Or-
ganisation Development Ltd, offers a
three-day workshop to help experienced
executives, managers and business own-
ers to achieve strategic targets. The pro-
gramme not only teaches participants the
principles of marketing theory, it also
trains them in the skills of marketing prac-
tice. It is intensive and participative,
combining case studies, exercises, input
sessions and self-development activities
to explore the realities of marketing ex-
cellence.

The workshop is unique in that partici-
pants have an option for per day regis-
tration of the three-day programme. Day
1 deals with Strategy for Establishing New
Businesses; Day 2 focuses on Strategy for
Analysing Competitors; and Day 3 on
Strategy for Evaluating and Controlling
Marketing Performance.

Enquiries: Sylvia Cheung, tel 2823 1200,
fax 2527 9843.

Chamber

Forecast

Events & Meetings

Jun 5 12.30 pm ROUNDTABLE LUNCHEON: Training & Sourcing
through the Employees Retraining Board
(Cantonese)

Jun 5 2.00 pm-6.00 pm  TRAINING: Professional Telephone Skills
(Cantonese)

Jun 6 9.00 am-1.00 pm  TRAINING: Telephone English for Frontline Staff

Jun 6 12.30 pm ROUNDTABLE LUNCHEON: Main Features on Sex
Discrimination Ordinance

Jun 6 2.00 pm-6.00 pm  TRAINING: Telephone English for Frontline Staff

Jun 7 Study Mission to Zhuhai (Cantonese & Putonghua)

Jun 7 12.30 pm ROUNDTABLE LUNCHEON: How you may fully
benefit from the efficiency of the Post Office

Jun 7 6.00 pm-9.00 pm  TRAINING:Processing Material Supplied by Foreign
Customers in Mainland China (Cantonese)

Jun 10 12.30 pm ROUNDTABLE LUNCHEON: Doing Business in
Vietnam - Realising the Opportunities

Jun 11 9.00 am-5.00 pm  TRAINING: Commencement of Effective English
Writing Course ,

Jun 11 6.30 pm JOINT SUBSCRIPTION DINNER: Dr G J Wijers,
Dutch Minister for Economic Affairs

Jun 11 6.30 pm-9.30 pm  TRAINING: Commencement of HK Company Law
& Company Secretary Practice Course (Cantonese)

Jun 12 9.00 am-5.00 pm  TRAINING: Time Management for Executive &
Business Owners (Cantonese)

Jun 14 12.30 pm JOINT CHAMBER/PBEC LUNCHEON: The Rt Hon
Bill Birch, Minister of Finance, New Zealand

Jun 18 4.00 pm General Committee meeting

Jun 19 6.30 pm-9.30 pm  TRAINING: Commencement of Training Workshop
for the Sun Tzu Model of Corporate Development
(Cantonese)

Jun 22 Morning Mandarin Examination

Jun 24-29 Business/Study Mission to Vietnam

Jun 27 9.00 am Legal Committee meeting

Jul 2 6.30 pm-9.30 pm  TRAINING: Commencement of Professional Sales
Training Course (Cantonese)

Jul 3-5 Study Mission to Pearl River Delta (East) on
Industrial, Processing and Free Trade Zones

Jul 3 6.30 pm-9.30 pm  TRAINING: Commencement of Supervisory Skills
Advanced Course (Cantonese)

Jul 9 9.00 am-5.00 pm  STRATEGIC MARKETING SERIES: Day 1: Strategy

: for Establishing New Business (Cantonese)

Jul 11 9.00 am-5.00 pm  STRATEGIC MARKETING SERIES: Day 2: Strategy
for Analysing Competitors (Cantonese)

Jul17 9.00am-5.00pm  STRATEGIC MARKETING SERIES: Day 3: Strategy

for Evaluating & Controlling Marketing Performance
(Cantonese)
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THE
CHAMBER
IN
ACTION

lan Christie Reports

DIRECTOR'S REPORT
FOR APRIL/MAY 1996

SERVICE INDUSTRIES DIVISION

HONG KONG COALITION OF
SERVICE INDUSTRIES

Committees

On 24 April, the Statistics Committee met
and held an informal discussion with
Commissioner for Census and Statistics, Mr
Frederick Ho, and Government Economist,
Mr K'Y Tang, on progress of the development
of services statistics.

On 2 May, the Executive Committee met
to review the Coalition's work and discuss
the tasks ahead, following the government
launch of the campaign to promote services
and the CSlI's visit to China.

On 9 May, the Professional Services
Committee met to hear Mr Horace Wong of
the Institute of Company Secretaries describe
their experience in China. The Committee
also met with Mr Charles Heeter of the USCSI
to discuss liberalisation of professional
services under the WTO.

The Management Consultants Group
met on 15 May with representatives of the
Hong Kong Productivity Council to
exchange views on HKPC's services in the

areas of consultancy and on division of
labour and collaboration between HKPC and
the private sector.

Representation

In response to the paper "Legal Services in
Hong Kong - A Report on the Consultation
Exercise and Proposals for the Way Forward"
published by the Attorney General's
Chambers, the Coalition submitted a paper
to the Attorney General on 22 April detailing
its comments on the government report.

Following consultation with the
Transport/Distribution Services Committee,
Infrastructure Projects Committee and the
Travel/Tourism Core Group, the Coalition
submitted its comments on the Aviation
Security Bill to government on 26 April. In
its response, the Coalition called for a
balanced and representative "Aviation
Security Committee" to be established.

On 27 April, the HKCSI Secretary
General, Dr W K Chan, attended a meeting
of the Users and. Consumers Advisory
Committee of the Office of
Telecommunications Authority. A wide
range of issues were discussed, including the
Consumer Council report on competition in
the telecom market, review of fixed network
telecom charges, universal service
obligations, amongst others.

On 9 May, the Trade Department
presented a seminar on trade liberalisation
in preparation of the Singapore Ministerial

Acting
Governor

A smiling Mrs Anson Chan, Chief Secretary
and Acting Governor, met the Chamber
Council on May 10, chaired by Chamber
Chairman, James Tien. She briefed Chamber
Council members as is customary for the
Governor once each year.

Mrs Anson Chan and Chamber Chairman,

James Tien. BARERASEFEMILE

FHEBE

5H10R - HRARFRZEUFREENSHERE
ERHRERE - ARTIFEMISEEELKRE -
REEH - BESFHFINLE - HEATRER
E °

The Chamber Counc-il meeting.
SAER
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Arise, Sir Joop!

Queen Beatrix of The Netherlands conferred
a Knighthood in the Order

of Orange Nassau on Chamber General
Committee member, Joop Litmaath, on
Holland's National Day, April 26. Chris
Sanders, Consul General for the Netherlands,
presented the insignia at the National Day
celebrations at his Hong Kong residence.
Besides serving the General Chamber, Joop
Litmaath took the intiative to found the Hong
Kong Dutch Business Association to promote
cooperation between the numerous Dutch
companies and other businesses in Hong
Kong. He was Vice Chairman from 1990 to
1994.

In the General Chamber he was the first to
speak up in the Small and Medium Enterprises
(SME) Committee against rising costs in Hong
Kong that threatened the 80% of SMEs that
comprise the business sector. His initiative
has led to a Government inquiry.

A Netherlands Consulate General press
release says: "In everything he undertakes,
Joop Litmaath tries honourably to represent
The Netherlands and its culture. Since 1963
he has been involved in the Hong Kong Dutch
Assosciation, its social activities and its
integration in the community. In 1976 and
1977 he was Chairman of the Association and
became its Honorary Member in 1983 and
again in 1990. The Dutch Community often
calls on him for his contribution or help to a
fellow Dutchman who has suffered a personal
loss."

Besides serving as a twice-elected member of
the Chamber's General Committee and first
representative on the Committee of the SMEs,
Joop Litmaath is on the Board of the
charitable Hong Kong Sea School.

He is an active Rotarian and from 1992-1993
was president of the "mother" Club of more
than 40 Rotary Clubs in Hong Kong and since
1995 is also Public Relations Ambassador for
Rotary International District 3450 in Hong
Kong and Macau.

Joop Litmaath is Managing Directore of
Scarfell Enterprises Ltd. The Consulate
General press release says: "In his contacts
with people, Joop Litmaath is known for his
integrity and initiative and largely contributes
to the high respect enjoyed by the Dutch
community in Hong Kong."

Joop Litmaath is an accompanished
Dixieland pianist with his own band that
played at the Chamber's 13th Anniversary
Ball last December. For years in Hong Kong
he has appeared regularly at popular
nightclubs and more recently chosen for
engagements at Government House.
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Conference of the World Trade
Organisation. The CSI was represented by
Dr W K Chan and USCSI representative,
Charles Heeter, who spoke jointly on trade
in services in the session on Uruguay Round-
introduced issues.

Overseas Guest

On 29 April, the CSI received Mr Michael
Hindley, Member of European Parliament,
and exchanged views with him on Hong
Kong'srole in multilateral economic policy.

HONG KONG FRANCHISE
ASSOCIATION

Overseas Mission

Ms Charlotte Chow, Senior Manager of
HKFA, made a brief visit to Sydney, Australia
from 4-8 May. During her stay, she visited
the franchise exhibition and made contacts
with various franchisors and the publisher
of the franchising magazine to have a better
understanding of franchising activities in
Australia.

Roundtable Luncheon

At a roundtable luncheon organized by the
Association on 15 April, Mr Ronald Cheung,
Principal Consultant, Computer Services
Division of the Hong Kong Productivity
Council, examined the current development
of multi-media and CD-ROM technology.
Through demonstration, he told the
audience how multi-media applications can
improve retailing and franchising
productivity.

LOCAL AFFAIRS AND ECONOMICS
DIVISION

During the past month, activities within the
Division continued to focus on discussions
with Government on details of the proposed
Mandatory Provident Fund (MPF), as well
as studies on the potential impact on Hong
Kong and China of Sino-US trade disputes.
The Division has also been assessing the
recent slow down in the Hong Kong
economy - its causes and effects - and the
potential future trend.

Apart from the usual media interviews,
the Chief Economist delivered three
speeches during the month, to a human
resources seminar, tothe International Hides
and Leather Seminar and to the International
Zinc Association's annual meeting. He also
attended the "Asia-Pacific Growth and the
China Factor" seminar and the Chamber's
annual meeting.

Visitors to the Division for economic
briefings included bankers, academics and
business economists from Europe, Taiwan
and the United States.

COMMITTEES

Taxation Committee
A meeting of the Taxation Committee was

12 The Bulletin June 1996




postponed and re-scheduled because of so
many members being out of town on
business.

Legal Committee

The Legal Committee met on 24 April to
discuss the current legislative programme,
the Companies Ordinance Review and other
matters.

INTERNATIONAL AFFAIRS
DIVISION

HIGHLIGHTS

A high level delegation led by the new
Chamber Chairman, the Hon James Tien,
returned on 7 May following a three-day visit
to Beijing. The delegation consisted of 22
members of the Chamber's General
Committee, Chairmen of other Chamber
Committees and two representatives from the
NCNA, Hong Kong Branch. As in previous

annual visits to Beijing, the purpose of the
delegation was to maintain regular dialogue
with senior government officials and
exchanged views with them on economic
developments in China and other issues
relevant to the smooth transition of.Hong
Kong.

During its visit, the delegation met with
Vice Premier, Mr Zhu Rongji; Director of the
Hong Kong & Macao Affairs Office, Mr Lu
Ping; Chairman of the China Council for the
Promotion of International Trade, Mr Guo
Dong Po; Vice Minister of the State
Administration of Taxation, Mr Xiang Huai
Cheng; Vice Minister of the Ministry of
Foreign Trade and Economic Cooperation,
Mr Sun Zhen Yu; and Deputy Director of
the State Planning Commission, Mr Gan Zi
Yu.

The Division provided secretarial and
logistics support for the above delegation
which attracted a wide media coverage

Korea

Park Yang-chun, newly-appointed Consul
General for the Republic of Korea in Hong
Kong called on April 24 on Chamber
Director lan Christie and discussed the
thriving trade relationship with both lan
Christie and Sidney Fung, Chamber
Assistant Director for International
Relations.
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C;ﬁul General Park Yang-chun.
EF

Study Group.

The first study group from the All-China
Federation of Industries and Commerce,
organised by the Chinese General
Chamber of Commerce, visited the Hong
Kong General Chamber of April 29.
Sidney Fung, Assistant Director for
International Affairs, welcomed and
briefed the group on the structure and

The group takes notes.
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Sidney Fung addressing the group.
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locally and in China.
COMMITTEES

Americas Committee

The Chamber Chairman, the Hon James Tien
hosted a lunch reception on 8 May for Mr
Lee Sands, Assistant US Trade Representative
for China and Japan. Mr Sands briefed the
meeting on the current US-China trade
relations. Mr Robert Dorfman, Chairman of
thé Americas Committee, also attended the
meeting.

A small delegation from the Snohomish
County, Washington State, USA visited the
Chamber on 10 May to introduce the
Advanced Technology International Trade
Forum and request Chamber assistance in
promoting the Forum to be held in the county
on 9 and 10 September. The objective of
the Forum was to provide information about
the advanced technology companies in
Snohomish seeking new business
relationships with Hong Kong companies.
Guests included Mr Bob Drewel, Snohomish
County Executive, and Ms Pam Koss,
President of the South Snohomish Chamber
of Commerce.

Arab and African Committee

The Chamber received Mr Payadowa
Boukpessi, Minister of Industry, Public
Societies and Free Trade Zone Development
of Togo, on 8 May. The objective of the
visit was to promote business cooperation
between Togo and Hong Kong and to
encourage Hong Kong participation in the
international conference to be held in Lome
from 4-7 June, with the theme on "Free Zones
and the Private Investment Promotion in
Togo".

The Committee held a meeting on 9
May, at which Mr N S Shroff was re-elected
as Chairman, and Mr. Lawrence Fung and
Mr Barrie Cook were elected as Vice-
Chairmen. Members at the meeting planned
ahead the committee activities for the second
half of this year, including the organisation
of joint functions with other business
associations and social activities.

Asia Committee

A meeting was held on 6 May between
members and an incoming trade delegation
from the Inchon Chamber of Commerce and
Industry, Korea. Inchon is one of the main
industrial and port cities in Korea. The
delegation was interested in the Chinese
market and was looking for trade and joint-
venture partners with Hong Kong.

China Committee
The China Committee met on 2 May. Mr
Tony Fung was elected Chairman of the
Committee and Ms Lily Chiang was elected
Vice-Chairman.

Led by the Chamber Chairman, the Hon
James Tien, the 22-member General
Committee Delegation visited Beijing from
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PBEC

John Strickland, Chairman (Designate) of
the Hong Kong and Shanghai Banking
Corporation, was elected a Vice Chairman
at the annual general meeting on April 30
of the Hong Kong Committee of the Pacific
Basin Economic Council (PBEC). Dr
Helmut Sohmen was re-elected Chairman
as was ] P Lee as Vice Chairman. The
Executive Committee at a meeting that
followed the AGM discussed issues that
concerned the Hong Kong Committee
expected to arise at PBEC international
general meeting in Washington from May
17-22.
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Dr Helmut Sohmen receives the report for
theyear to the AGM from from lan Christie,
Director General of the Hong Kong
Committee.
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Michael
Hindley

Michael Hindley MP (Labour) and a
member of the European Parliament, met
on April 29 a team of HKCSI members,
chaired by Nicholas Brooke, Chairman of
the HKCSI Real Estate Services Committee.
There was a lively discussion on Hong

BUNEEAE

Kong's role in multilateral economic policy.
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From left: Michael Hindley and Nicholas

Brooke.
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EU visitor

David Rimmer, Chairman of the Chamber's
Europe Committee, and members received on
April 25 Mogens Peter Carl, Counsellor in the
Directorate General of External Economic
Relations in the European Commission. Useful
views were exchanged on topical issues such
as the current political situation in Hong
Kong, EU quotas, anti-dumping, China's WTO
accession, and trade between Hong Kong and
EU countries.
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Mogens Peter Carl and David Rimmer.
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Hebei Vice
Governor

James Tien, in his capacity on March 27 as
Chamber Second Vice Chairman (and now
Chamber Chairman), received Hebei
Executive Vice Governor Cong Fu Kiu. The
Vice Governor was in Hong Kong to promote
the '96 Hebei Investment and Trade Fair held
in Hong Kong on March 26-30 last.

The meeting
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5-7 May. During the three-day visit, the
Delegation was received by Vice Premier
Zhu Rong Ji and other senior officials from
the State Planning Commission, Ministry of
Foreign Trade and Economic Cooperation,
State Administration of Taxation, Hong Kong
and Macau Affairs Office and the China
Council for the Promotion of International
Trade.

The Chamber WTO Expert Group held
its second meeting with MOFTEC officials
on 18 April in Hong Kong, in which useful
information and views relating to China's
liberalisation programme were exchanged.
The 5-member MOFTEC delegation was led
by Mr An Min, Director-General of the
Department of Taiwan, Hong Kong and
Macao Affairs. Mr Stanley Ko, Director of
Jardine Pacific Ltd, was in the chair.

The Chamber commenced recruitment
for a study mission to the eastern region of
Pearl River Delta to be held from 3-5 July.
The objectives will be to seek advice from
officials on tax incentives and business
opportunities for relocating manufacturing
bases into some economic development and
free trade zones on the Delta.

A roundtable luncheon on Guangzhou
Free Trade Zone was organized on 19 April.
Mr Li De Zhong, Assistant Director of the
Free Trade Zone, and Mr Shen Hui, Deputy
Director, Economic Development Council,
Guangzhou Free Trade Zone, were speakers
for the luncheon. 37 members attended the
luncheon.

A 40-member study group from the All
China Federation of Industries and
Commerce visited the Chamberon 29 April.
The group was briefed on the role and
functions of the Chamber.

Europe Committee

A meeting of the Europe Committee was held
on 16 April to discuss, among other things,
the proposed business mission to Poland &
the Czech Republic and the best ways in
which to promote future missions.

A dinner reception for European
Consular officials was held on 16 April
immediately following the Committee
meeting. Consuls General and Trade
Commissioners from Belgium, Britain and
the Netherlands, as well as Mr Etienne E
Reuter, Head of Office of the European
Commission in Hong Kong, attended the
function.

HONG KONG INTERNATIONAL

A joint letter signed by the Chairmen of 14
International Chambers of Commerce in
Hong Kong was sent on 1 May to the
members of the Congress in Washington
lobbying for unconditional renewal of
China's MFN status.

Mr David Rimmer, Chairman of the
Europe Committee, and other HKI members
received Mr Mogens Peter Carl, Counsellor
of the Directorate General for External
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Reception for
Consular COrps

The second of a series of three dinner
receptions organised by the Chamber's
Europe Commiittee for European officers in
the Hong Kong Consular Corps was held at
the Hong Kong Club on April 16. Guests
invited were from Belgium, the United
Kingdom and the Netherlands. Those who
attended included Piet Steel, Consul
General for Belgium, Guy Bertrand, Trade
Commissioner for the Waloon region of
Balgium, Bernard de Guchteneere, Trade
Commissioner for the Flemich region,
Francis Cornish, Senior Trade
Commissioner for the UK, C C Sanders,
Consul General for the Netherlands and
Etienne Reuter, head of the Office of the
European Commission in Hong Kong.
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From left: Bernard de Guchteneere,
Chamber Director lan Christie, Piet Steel,
Assistant Chamber Director for
International Affairs Sidney Fung, Guy
Bertrand and Juergen Karcht, a member of
the Chamber's European Committee.
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David Rimmer (left) who hosted the dinner
with C C Sanders.
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John Wong (left) Tom Masterson and Etienne
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Mrs Miles Jackson-Lipkin and Francis Cornish.
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The dinner BEHER

Economics Relations, European
Commission, on 25 April. Useful views were
exchanged on topical issues such as current
political situation in Hong Kong, EU quotas,
trade between Hong Kong and EU countries.

PACIFIC BASIN ECONOMIC
COUNCIL

Mr Martin Barrow, Chairman of the PBEC
Special Committee on Administrative

Barriers to Trade, convened the first meeting
of the Committee's Core Group on 22 April.
During the meeting, the Core Group
identified "restrictions on market access" as
the main issue to be studied by the
Committee. Sub-headings of the study
should also include transparency, right of
establishment and non-establishment,
restrictions on commercial presence, and
restrictions on personnel movement and
immigration.
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The PBEC Hong Kong Committee held
its seventh Annual General Meeting (AGM)
on 30 April, during which Dr H Sohmen and
Mr ) P Lee were re-elected respectively as
Chairman and Vice-Chairman. With the
retirement of Mr John Gray, Mr John
Strickland, Chairman (Designate) of the
Hongkong and Shanghai Banking
Corporation, was elected as the Vice-
Chairman.

An Executive Committee meeting was
held immediately after the AGM on 30 April.
Issues discussed included the forthcoming
International General Meeting to be held in
Washington DC from 17-22 May, progress
of PBEC special committees (including the
one on Administrative Barriers to Trade, of
which Hong Kong is the chair), as well as
membership, accounts and activities of the
Hong Kong Committee.

INDUSTRIAL AND CORPORATE
AFFAIRS DIVISION

COMMITTEES

Environment Committee

A meeting was held on 16 April, at which
Prof Anthony Hedley and Dr Bill Barron
of Hong Kong University spoke on air
quality and possible improvements to be
made.

Small & Medium Enterprises
Committee

A joint working group meeting was held on
19 April to discuss the drafting of a Chamber
policy for SMEs.

Membership Committee

The Committee met on 30 April to discuss
the annual recruitment and retention
proposals. EVENTS

e Dinner Club 3288 - The fourth Club
Dinner held on 16 April attracted 123 guests.
The next dinner will be held on 21 May.

¢ Aroundtable luncheon on "Mandatory
Provident Fund - Its Implications for
Business" by Mr Anthony Giriffiths, was held
on 16 and 30 April with a total of 72
members attending the two talks. Mr
Griffiths outlined the main features of the
Mandatory Provident Fund (MPF) Scheme
and provided an insight to the members of
MPF's effect on the private sector.

e Mr Henry Uscinski of Coudert
Brothers spoke on arbitration practice in the
PRC at a roundtable luncheon on 19 April.
28 members attended the briefing.

e A roundtable luncheon on "The
Application of Time/System Concepts in
Business Process Re-engineering & ISO
9000 Series Standards" by Mr Peter Bryar,
was held on 26 April with 20 members
attending the presentation. Mr Bryar
pointed out that Business Process Re-
engineering is the fundamental re-thinking
and radical redesign to bring about
dramatic improvements of performance in

areas of cost, quality, service and speed
The talk was thought-provoking and very
interesting.

e A roundtable luncheon was
organised on 1 May, at which Mr Edward
Stokes, a photo-journalist provided a
slide presentation on Hong Kong's wild
places. The event was attended by 24
members.

e Mrs Grace Poon, Head of Efficiency
Unit, Government Secretariat, gave a talk to
21 members on "Code of Access to
Information" in a roundtable luncheon on 2
May.

e A training workshop on the taxation
aspects of the supply of processing materials
by foreign companies to China was held in
the evening of 10 May. 21 members
subscribed to the event.

e A one and half day training
programme was held on "Finance & Credit
Control for Non-financial Executives" and
was attended by 15 participants.

e There were 17 members who
participated in the Customer Service
Workshop while 15 attended the
Advanced Supervisory Skills training. 12
and 7 members enrolled respectively in
the Elementary and Intermediate
Putonghua Course for Expatriates. 8

executives attended the Leadership and
Teamwork training.

e Employment Information Post. Co-
organized by the Chamber, together with the
Chinese Manufacturers' Association,
Federation of Hong Kong Industries, Chinese
General Chamber of Commerce and the
Labour Department, the Employment
Information Post held on 17 April at the City
Hall was well-received by the public. A
record of 2,600 job-seekers visited the event
to collect and enroll in the vacancies of the
participating companies. ]
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Netherlands

J (Joop) B M Litmaath, a member of the
Chamber General Committee chaired a
meeting on March 26 with Frans Engering,
Director General of International Economic
Relations for the Netherlands. Frans
Engering participated in a two-day OECD
workshop on foreign direct investment in
Hong Kong and took time to visit the
Chamber and hear members' views.
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Frans Engering ﬁd Joop Litmaath.
BRMEFS

Robin Cook

Martin Barrow, Chairman of the Chamber's
Economic Committee, hosted a breakfast
meeting on April 30 for Chamber .
officebearers with Robin Cook, the UK
Labour Shadow Foreign Secretary during his
visit to Hong Kong.
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From left: James Tien, Robin Cook and host,
Martin Barrow.
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s we approach the 12-month
"countdown" to June 30, 1997, |
would like to clarify some points

that have arisen amidst the row between
Governor Chris Patten and Hong Kong's
business community. This is not the first time
that the Governor has questioned the
integrity of the business community--the very
people who have helped make Hong Kong
the success it is today. Secondly, the
provisional legislature is not something of
the business community's making.
Unfortunately, itis a direct consequence of
the Governor forcing his political reform
package through the Legislative Council,
something, incidentally, he achieved only
with the help of three Government votes.
The provisional legislature is not ideal, but
it is the best option under the circumstances.
Thirdly, from the many business people |
speak to, it is clear that the business
community at large remains confident about
Hong Kong's future, and has faith in the Basic
Law and the "One Country, Two Systems”
principle.

Securities and Futures Bill

It is very important that the voice of business,
especially that of the financial service
industry, be heard during the public
consultation period, which lasts until mid-
July. For this reason, | invite any interested
members to pass along their suggestions or
advice on a Bill which has significant
implications for Hong Kong's role as a
leading financial centre.

China-U.S. Tension
With U.S. President Bill Clinton and
presumptive Republican presidential
nominee Bob Dole both publicly supporting
China's MFN status, the issue is likely
defused, although a debate before the U.S.
Congress awaits. In the meantime, we must
focus on another issue that has arisen
between the U.S. and China--intellectual
property rights and the potential damage to
Hong Kong if sanctions were imposed. U.S.
sanctions are focused on the garment
business and other goods produced in
Guangdong province--where the bulk of the
pirating occurs--but also where our business
interests are the largest.

Luckily, the outlook is not as bleak as it
might first seem. Both sides have made
conciliatory gestures to the other since the

by The Hon Paul
M.F.Cheng

announcement of sanctions. As a 30-day
consultation and public hearing exercise is
required under U.S. law after sanctions are
announced, there is still the hope that an
eleventh hour solution can be reached.
Our long term challenge is to
communicate to our two largest trading
partners the damage that such sabre-rattling
would do if it were to escalate to a full scale
trade war. Hong Kong's business
community--because of our close contact
with both the Chinese and American sides-
-should continue to foster a more stable
relationship between the U.S. and China.

Compromise on the MPF
The Government has now accepted that
retirement schemes already in existence will

not be affected by the new MPF scheme::

Although legislation on the MPF is not
expected until early next year, this decision
bodes well for progress on such outstanding
issues as risk and protection criteria for the
management of the fund.

Proposed Amendments to the
Employment Ordinance

In consultation with the Labour Advisory
Board, the government intends to address
complaints of unreasonable dismissal and
variations of contract.

e Legislation

Inland Revenue (Amendment) No. 4.

The government has heard deputations from
effected industries, but due to the unanimous
lack of support from members of the Bills
Committee, the way forward is not yet
known. It will come before the House
Committee on 31 May.

Factories and Industrial Undertakings
(Amendment) Bill 1996
Empowers the Commissioner of Labour to
issue improvement notices and create the
offence of not complying with such notices.
First reading on 22 May.

Immigration (Amendment) (No. 2) Bill
1996 y

Targets illegal employment by imposing a
duty on the employer to inspect the valid
identification and travel document of any
person except permanent Hong Kong
residents, before employing them. First

reading on 29 May.

Employment (Amendment) Bill 1996
Increases maternity leave pay from two-
thirds of salary to 80%. First reading on 29
May.

Employment (Amendment) (No. 2) Bill 1996
Amends the definition of wages and long
service payments. First reading 29 May.

On the horizon:
v Trade Descriptions (Amendment)
Bill 1996
v Import and Export (Amendment) Bill
1996

¢ Questions

| enquired about the relative value to Hong
Kong if we were to negotiate a trade and
cooperation agreement with the European
Union similar to that enacted between
Macau andthe EU. Secretary for Trade and
Industry Denise Yue said that the
government would brief Legco once a study
was completed.

e Motion Debates
Upcoming motion debates of special interest
to the Chamber:

e Legislation on fair trade--Urges
Hong Kong to adopt more stringent
anti-cartel legislation like that of the
United States and Western Europe,
and establish a "Fair Trade
Commission”. While we all support
fair trade, this type of action goes
against Hong Kong's laissez faire
system and policy of non-intrusive
government. Our open markets
encourage fair trade. Enacting
legislation and establishing a fair
trade commission would create
unnecessary bureaucratic and
regulatory obstacles.

e Setting up of a central insurance
compensation authority

e Transition problem of the Hong Kong
judicial officers

e Political neutrality of civil servants

e Of Special Notice

I would also like to hear members' opinions
about the newly established Supplementary
Labour Scheme. How is it working? How
can it be improved? Your feedback on this
issue would enable me to better represent
business in the future.

Please contact me on this and other
issues through my Legco office at Room 312,
Central Government Offices, West Wing.
Telephone numbers there are: 2537-2106/
2107, and the fax number is: 2530-3451.00

--Paul M. F. Cheng
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What I'll say for
unconditional MFN

Importance of continued free trade, jobs and incomes

ongKong represents the sort of Asia

that America wants to see: open

markets, open minds and ideas,
Governor Chris Patten told a Chamber
business lunch on April 26.

The Governor, a week before he
embarked in May on his visit to the US to
lobby for unconditional renewal of MFN
trading status for China, said a lot of
Americans will be watching closely what
happens to Hong Kong.

Hong Kong's continued success as a
two-way bridge from China to the outside
world matters enormously to everyone's
relationship with China in the next few
years, not just the US, he said.

"l think the relationship between
Beijing and Hong Kong goes right to the
heart of a lot of the issues which are going
to decide what sort of country China is in
the next generation."

Congratulations

The Governor began by congratulating his
host, new Chamber Chairman James Tien,
He said it was a vote of confidence in "your
experience and leadership."

"l wish you very great success in
continuing the Chamber's tradition of
combining a spirit of commercial
enterprise with a commitment to public
service. [ would also like to congratulate
your outgoing Chairman, William Fung,
on a job exceedingly well done during his

term of office."

Chris Patten said he would have no
private nor secretagendas while in the US
and Canada. He would argue in the US
for the preservation of the principle of free
trade and he would argue for the
preservation of jobs and incomes in Hong
Kong.

He said there had been two great free
trade revolutions in the past 150 years. The
first in 1846 was under British leadership
and during the following 30 years
international trade increased 300%.
History repeated itself when the second
free trade revolution occurred after 1946
under American leadership, The value of
international trade increased by more than
300% in the following 30 years.

Consequences

"The economic, the social and political
consequences of America's free trade
leadership have been profound," the
Governor said. "Hong Kong is not the only
community in Asia which owes much of
its success to free trade and post-war free
trade would not have been possible
without American leadership.

"Of course, the hard work ‘“and
enterprise of the Hong Kong workforce and
business community were also vital. But
it was free trade -- access to the US market
in post-war years -- which gave Hong Kong
and many of our neighbours in Asia their

“YRISTORT HR

Cheerful and foreful. BRI REFHEAN

big break."

The Governor said withdrawal of MFN
would create an abnormal trading
relationship between the US and China
and that, is in no one's interests, certainly
not in Hong Kong's.

But in defending the principle of free
trade he would also be making it clear to
American friends and supporters that we
are not trying to lecture the US or any other
country with which we have common
values on how they should conduct their
foreign and strategic policy. That sort of
lecture would be offensive and
counterproductive.

No weapon

But he believed that MFN should not be
used as a weapon. It should not be used
as a bargaining counter for progress on
otherissues. Hong Kong and its Governor
believed in free trade absolutely.

"We also believe that the policy of
engagementwith China adopted by the US
is the only policy which offers the
possibility of making progress on the full
range of issues in the relationship between
these two countries," he said.

Chris Patten said it must surely be one
of history's most curious ironies that the
annual debate over China's MFN status has
its origins in a legislative amendment
(Jackson/Vannick Amendment) designed
to assist the emigration of Russian Jews.
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He quoted Jackson as having advocated
a "constructive, enduring relationship"
with China and said it is in all our interests
to see the establishment of that sort of
relationship.

The Governor said he made no
apologies for his special pleading for MFN
renewal in his second argument. He would
explain that Hong Kong is now so closely
integrated with the Chinese economy that
anything which threatens the trade
relationship between China and the US
threatens livelihoods in Hong Kong. If
MEN is not renewed Hong Kong stands to
lose 90.000 jobs and up to half of Hong
Kong's forecast annual growth in GDP.

Mistake

He thought it would be a serious mistake
for those in the US who wish Hong Kong
well who argued that placing conditions
on renewal would in some way help Hong
Kong make a success of its futue as special
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ey ¥

Yt . -

The packed luncheon.
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economic region of China.

"I will be saying to anyone who thinks
this way, thanks, but no thanks. [ will make
the point that Hong Kong itself is not
proposing any such move. Quite the
opposite. | shall be saying that | know of
no responsible community leader who
advocates other than renewal without
conditions."

Answering questions from the floor,
Chris Patten said itdidn'tseem to him that
turning the economic relationship with
China into an annual battle (Jackson/
Vannick Amendment) is the best basis for
any trading relationship, particularly one
which matters so much to the rest of the
world, not just Hong Kong.

No scold

But he did not want to appear in the US as
a finger-wagging scold. He thought the US
Administration and US Congressmen are
perfectly capable of working out what is
in their own national interest. Looking as
a well-wisher from outside, he thought that
it should be in their own national interest
to see China as a full and fully committed
member of the WTO and a normal trading
relationship.

"The sooner we can get that the better
for all of us, he said."

The Governor told another questioner
he realised some interpretative comment
on President Yeltsin's successful visit to
China will be used to stir up ancient
anxieties and antagonisms but he really did
not think it should make people too
worried or anxious.

Europe, in the West, needs to find the
basis for a good relationship with Russia
and is still struggling with the future of
NATO to do that. It is reasonable that
China should sort out a reasonable
relationship in the East as well.

Impact
Chris Patten told yet another questioner
there were two particular areas where the
business community can make a strong
and importantimpact with their friends in
Beijing.

First, he said it is very important that
the business community, whatever their
views about other matters, should be up
front in arguing the imperative of
safeguarding Hong Kong's autonomy as an
economic city.

Second, the business community can
and should make the case again and again
about the fundamental importance of the
rule of law for Hong Kong's way of life
and or Hong Kong's success.

He said: "One of the reasons why this great
city has reached these undreamed of levels of
prosperity is the effect of the rule of law. All of
us must want to see that continuing and must
speak out for it as well." u

The press.
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'‘Lose-lose situation'

he 10 Chairmen and four Presidents

of Hong Kong's 14 international

private sector trade bodies have
signed an open letter to "American
supporters of free trade" expressing their
concern atthe threat to the extension of MFN
trade status for China caused by deteriorating
Sino-US relations.

The group, known as the International
Chambers of Commerce (Intercham), said that
revocation of MFN would be a "lose-lose
situation." And they asked all supporters of
free trade to make their support known now!

The letter has been sent to the
governments of the 14-member Intercham
group, urging them to press the US on the
issue, as well as to the leadership of the US
Administration and members of the US
Congress.

Loss of MEN for China would cause
substantial harm not only to the economies
of the US and China but would also have

A

B AREFEEN 0N ER R4 ER

BIEE T —HB XA EHE ST
& ] MARRE > REHMETREERT
BATAEZ P R R B LM BB -

BIEERA > RHTRENRERFE
AR MRS | RE > ERFRERT A B AL
B B 5 B9\ R M3 R A o B A 2B
FRBI SR -

BR T 20k 14 BB PR & BT A BT > R
AEERAHMERERH BN e
HEK 0 5B B1F 32 B BUR A9 48 1 B &
g

ARAGETEL > PRERRERFER
B X MENCTHEREGE > HHME
K > FERI R 58 A @ IR & AT R o

3

XA F

knock-on effects on the rest of the world,
particularly the Asia-Pacific region, the letter
said.

Hong Kong would be particularly hard
hit. It would cause serious damage to Hong
Kong's economy.

"However, our concern is not just trade
and the economy. The adverse impact on
the economy would jeopardise our prospects
for maintaining Hong Kong's way of life, with
its values as an open, rule-based society,
values which we share with the US. Taiwan,
given its close economicrelations with China
and Hong Kong, would also suffer.”

Not a favour

The letter said the Group seeks the support
of like-minded people with long term vision
for a durable, constructive relationship
between two of the world's greatest
economies, in the interest of the US, China
and the global economic and social
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development and stability.

"The term 'Most Favoured Nation' is
misleading. MFN is not a favour but the
universal principle for multinational trade
and the normal basis for bilateral relations,”
the letter said.

"The US has been extending MFN to
virtually all its trading partners, including
South Africa at the height of apartheid. The
annual debate on China's MFN therefore
does not provide a normal basis for
development of relations in trade and other
equally important areas between the US and
China. It adversely affects not only US trade
but also other US objectives in its
relationship with China.

"MFN has been one of the cornerstones
for stability and development of the world
in trade and other areas in the last 50 years.
It is time that permanent MFN becomes the
cornerstone of the US relationship with
China." |
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Uscinski on arbitration

Defines resolution process and warns of pitfalls

enry J Uscinski, a practising lawyer

with Coudert Brothers specialising

in arbitration in China and in the
other countries of the Southeast Asian region,
began his Chamber round table luncheon
address on April 19 by giving a "snapshot"
of what arbitration is all about.

He said: " Arbitration is a private
dispute resolution process by which the
parties select the individuals, who are
called arbitrators, to decide an issue that
is in dispute. Arbitration is final and
binding, which means it is not subject
to an appeal and its decision can only
be challenged on fairly narrow
grounds."

Henry Uscinski said arbitration is
different from litigation in that it is
private and non-public. It takes place
in a court system that is quite
formalised. Arbitrations take place
before private centres that exist and
operate in different countries or exist
and operate in one particular country,
like the International Chamber of
Commerce, that services the needs of
clients around the world. The centres
tend to be non-government sponsored,
though some are government-sponsored
like the centre in Thailand that is
sponsored by the Ministry of Justice.

Those centres that are sponsored are
disfavoured because they are perceived

to have a certain bias. If the government
is sponsoring a centre and you have to
arbitrate a case against a State enterprise
there is a perceived bias that the Centre
will have against the foreign party, he
said.

CIETAC
Henry Uscinski said that is not the case
in China, strictly speaking, though the
arbitration centre, which is formally
known as the Chinese International
Economic and Trade Arbitration
Commission (CIETAC), is an official
entity in the PRC and all entities in the
PRC trace their origins back to the
Government.

"I can tell you, having practised
before CIETAC for years, that there is
not an overriding Government influence

such as you would find in a country like

Thailand," he said.

e Arbitration is different from
conciliation. Conciliation is also a
private dispute resolution process where
a dispute is submitted to either one or
three individuals, called conciliators,
for them to make a recomendation to
the parties to reach a settlement. It is
not binding. The parties can accept that
recommendation or reject it. The
purpose is to try to bring the parties
together so thatthey can settle the case
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Henry Uscinski 3%

between them.

e He said mediation was a process
whereby the mediator or mediators will
make a recomendation to the parties.
The parties then can adopt that
recommendation, settle their dispute or
they can reject it.

Distinct characteristics
Henry Uscinski said the three processes
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have distinct characteristics but they
also share common characteristics. The
decision is binding in the case of
arbitration and unbinding in the cases
of conciliation or mediation. It is out of
the courts, out of the newspapers and
exempted from public view. The
process chosen depends upon the
parties election.

The best known arbitration
institution in the world is the
International Chamber of Commerce
Court of Arbitration in Paris and it has
a body of rules that are called the
Arbitration and Conciliation Rules of the
ICC.

China also under the CIETAC Rules
has a process for conciliation if the
parties chose to elect that.

He said arbitration and conciliation
began in China about 1950. It is an
outgrowth of what many people
recognise as a preference to
compromise disputes as opposed to
having public hearings of grievances
which is a common trait with Asians in
general.

Most cases

He said 905 cases were submitted to
CIETAC in 1995. That remarkable
number far outstrips any other
arbitration centre in the world and more
than the ICC by 300-400 cases filed.

Henry Uscinski said there were
some good reasons why and some bad
reasons why. One of the good reasons
was that it it is a Commission that
provides fair resolutions to contracting
parties. They can expect fairly even-
handed treatment. There is no overt bias
or prejudice for a Chinese party as
opposed to a foreigner.

Parties were comfortable with
CIETAC but the reason they are so
comfortable is a negative feature. That
is because the Chinese court system is
so notoriously pro local interests. It
means it is anti foreign interests and that
is an outgrowth of Chinese political
theory and culture.

"The courts tend to be in areas where
if you are involved in a joint venture or
trade contract with a Chinese party
there is likely to be an element of bias
in favour of the local party because the
local party probably has very close
connections to the judges and the
traditional officers of the court and
therefore is able to win the favour of a
judge who may be deciding a case. |
have seen that example many, many
times.

Favouritism
"It isn't so bad as overt bribery or
anything like that. But there is a certain

favouritism that is given to the local
party and that is an outgrowth of
Chinese political theory which views all
organs who hold entities in China as
organs of the State, the traditional
officer as an employee of the State or
worker of the State.

"And therefore it is very hard with
that sort of philosophical background to
made a decision that is adverse to the
interests of the State. It is a real tug-of-
war. It isn't so much a question of
corruption as it is favouritism. That is
an outgrowth of a deep sense of pride,
nationalism and belief in your own
country.

"Unfortunately it works to the
disadvantage of foreign parties
sometimes. One reason the court
system is not favoured by contracting
parties is that they don't believe they
will get fair treatment in China."

He said the most dramatic revision
of the CIETAC rules took place in June
of 1994, to what is commonly referred
to as simplied arbitration procedures.
It allowed for what is called a fast
track.

Two years

The typical time for an arbitration award

is one to two years and many parties
believe that is too long. CIETAC is doing
a great job of moving cases through the
system and it does so of necessity
because there ia a backlog of cases
coming in.

Henry Uscinski said one important
ingredient of arbitration which he
would grossly oversimplify is that
arbitration is a contractual right and it
could only take place if the parties
agree. A party cannot be forced to go
to arbitration, conciliation or
mediation. It must be by agreement in
writing and it is easier to reach such
an agreement to arbitrate at the outset
of a transaction than after you have had
a problem.

"Contracts, be they joint ventures
agreements, licensing agreements, sale
of goods contracts, typically have what
is called an arbitration clause. It is a
provision in a contract which says in the
event of any dispute, claim or
controversy between the parties, they
agree to submit it to arbitration under
specified rules. It is important that it is
in writing and that you specify the
governing rules and where the
arbitration is going to take place, the
number of arbitrators--- and an
important point is that it must always
be an odd number."

Henry Uscinski said as obvious is
that may seem, he had a case in Taiwan
where there are two arbitrators and they
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hated each other and were in opposing
political parties. They could not agree
on lunch, they couldn't agree on a time
to conduct hearings. i

Inching
"So we have a case that was filed in
1991 and we are still inching along with
hearings about once every six months,"
he said.

"You must have an odd number of
arbitrators who can break a tie. And the
parties must specify that odd number in
their arbitration clause."

"It is also important to state what
the governing law is going to be.
Chinese law, Singapore law? Or New
York law?

"And also state what the language is
goingto be,"Henry Uscinski advised his
audience. "In China there is a
preference for Mandarin but it will
accommodate any other language that
the parties agree or are only capable of
speaking.”

He warned against using the word
"may" as opposed to "shall." He said
"shall" is mandatory, "may" is a
permisive term.

Careful

"So the clause must be prepared very
carefully so-that when a dispute arises
you don't have to deal with the bad guy
on the other side who doesn't want to
pay you. You can simply just file your
notice of arbitration and proceed with
the process.

"File your notice of arbitration with the
appropriate arbitration centre and the case
will start on its own," he said.

Henry Uscinski said that China is
now a member of the ICC and it is now
possible to conduct ICC arbitrations in
China under the rules of the ICC. It gives
parties an alternative to CIETAC
arbitration. ICC arbitrations in China are
administrated from Paris and are
basically neutral.

ICC in Hong Kong

The ICC is in the process of setting up
a branch in Hong Kong, probably
within the next year. It will give parties
the opportunity of having arbitrations
out of Hong Kong and conducted in
any country that is a member of.ICC,
except Vietnam, Cambodia and
possibily Laos.

One of the major differences in th
way arbitration is conducted in China
and the way they are conducted in other
countries in the world is that in China
they use, not the advocacy system but
the inquisitorial system, Henry Uscinski
said. The arbitrators act as the
controlling force. |
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ROUND TABLE

Process re-engineering

Consultant Peter Bryar on business fundamental rethinking and ISO 9000

eter Bryar, with Time/System

Australia and PJB Consulting,

quoted to a Chamber round table
lunch on April 26 what he thought was the
best definition of Business Process Re-
engineering:

"The fundamental re-thinking and radical
design of business processes to bring about
dramatic improvements in critical
contemporary measures of performance,
such as cost, quality, service and speed."

Peter Bryar picked out the key words in
his definition and said:

e Dramatic improvement through re-
engineering is not about making marginal
or small-step improvements in one's
business. Five to 10% improvement is not
enough. It was about making quantum leaps
in performance. Achieving breakthroughs.

e Radical means going to the root of
things. Re-engineering is not about
improving what already exists.

e There is no product and/or service
without a process. Process is a group of
related tasks that together create value for a
customer who is only interested in the end
result -- the delivered product or service.
They are not concerned with the actions
which occur prior to delivery.

e Re-engineering is about the design of
how work is done. It is based on the premise
that the design of processes -- how work is
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done --is of essential importance.

Why?

He