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‘ EVERYONE TALKED DIFFERENTLY ABOUT UB OFFICE FURNITURE.....
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For years UB Office Furnicure has been serving the business circle of =g ‘,-----""""" A S AME ANSW’ER.

Hong Kong. The quality of our furniture is being graised constantly s e®
s’

l\;; :;;;y ;W(;uerdcf:::);m We work hard for our identity. S UB C AR.RIES A COMPLETE CHOICE OF
In Taiwan, we manufacture all our furniture within our self-owned OFFICE SYSTEM FURNITURE.

3-storey factory. With a total of 520,000 sq. ft., the Eremises is
equipped with high quality and fully automated machineries.

The Or(ilginal Price

We've decided to ignor the middlemen so that we can sell to our
customers direct. That's why you're paying the original manufactured
price instead.

Quality Comes First

For 18 years we never stop to improve the design and enhance the
quality of our products. We make sure our products meet with the
intetnational standard and keep our image to the first class.

Heavy Commitment in Hong Kong

In Hong Kong, our investment went to our 12,000 sq. ft. showroom
{0 ensure our customers will have a full selection of ogﬁce furniture to
choose from, including well known brands from America and Europe.

Come to our showroom and have a look for yourself. You'll find
our selections inspiring vet whatever the budget you allowed for
will certainly fit in. Besides, our stocks will never run out.

So, spread the words around.

* We like to thank the following organisations who had helped to spread the words around for us:
. Hang Seng Bank Ltd., Standard Chartered Bank, Bangkok Bank (HK) Ltd,, First Pacific )
Bank Ld, A5 Watson, Peat Marwich (KPMG), Lane Crawford Co., Pizza Hut, Dah e H "!""“"”’tu,% @ UB OFFICE FURNITURE HK ) CO., LTD

gbm;g Hong, Doduell Buying International (HK)Lid., China Resouras Chemicals & ) 20TH FL EAST POINT CENTRE (20TH FL. SOG0 DEFT STORE), 555 HENNESSY ROAD
etroleum Co., Ltd., and 2,000 organisations more. CAUSEWAY BAY. HONG KONG. TEL: 838-3262 FAX: (852) 838-2630 ’
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'DIARY DATES

Dinner with the Governor

Members are reminded to book ahead for our
very special dinner on Monday, 18 May
when Lord Wilson, Governor of Hong Kong,
| will be our guest of honour. This may well be
| the last opportunity Lord Wilson has to meet
with members of the Chamber prior to his re-
tirement so its an event not to be missed.
Reservations, at HK$700 per person for the
four-course dinner (inclusive of pre-dinner
drinks and table wines) can be made to our
Membership Department. For enquiries,
please telephone Janis Law or Florence Chan
on 529 9229.

Roundtable luncheons

Many of our member companies are taking ad-
vantage of the popular Roundtable Luncheon
forums coordinated by the Chamber in order to
explain and promote a wide variety of services
offered by these members. Our Chamber
Boardroom is available most Monday
lunchtimes just for this purpose; usually
around 25 people attend to enjoy a snack
lunch and hear an interesting presentation by
the guest speaker who then responds to any
questions raised by the audience. Attendance
is $75 per person (inclusive of drinks, snack
lunch, tea/coffee) and bookings are essential
for catering purposes. Member companies who
are interested in using this luncheon forum for
a presentation of their particular service or to
explain a particular process should put their
proposal in writing to the Assistant Director Lo-
cal Affairs, Harry Garlick, at the Chamber.

Inaugural franchising
seminar & exhibition

Coming up on Friday, 12 June will be a most
interesting morning seminar and mini-exhibi-
tion dealing with all aspects of franchising
products and services. The recently-formed
Hong Kong Franchise Association, part of the
Services Division of The Hong Kong General
Chamber, will be coordinating this first-ever
seminar which will not only supply delegates
with a wealth of information on franchising
but also provide an ideal opportunity for
them to “show their wares” and network with
their counterparts in the same sector. Experts
on franchising in Asia will give keynote ad-
dresses and include the Chairman of the
Japan Franchise Association. The morning
session will be followed by an optional
lunch, both events will be held at the Hotel
Conrad and complete details will soon be in
the mail.
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Chamber

Forecast

Time

Activities and Events

May 1 9.00 am CHAMBER: Receiving Chairman/members of the
National Committee on US-China Relations

May 1-7 CHAMBER: Joint HK organisations’ MFN Lobby
Mission to Beijing and Washington

May 4 12.30 pm CHAMBER: Roundtable Luncheon: Graham Bibby,
Thomas Spencer & Associates: “Profits from Cash”

May 5 4.00 pm CHAMBER: Labour Import Working Group Meeting

May 6 11.00 am CHAMBER: South Asia Committee Meeting

May 8 11.30 am CHAMBER: Africa Committee Meeting

May 8 12.30 pm CHAMBER: Africa Committee Luncheon with Consuls-
General of African countries.

May 11 12.30 pm CHAMBER: Roundtable Luncheon: Billy Lam,
Director Government Supplies: “Opportunities
and Procedures in selling to HK Government”

May 14 3.15 pm HKCSI: Visit by members to HACTL

May 18 8.00 pm CHAMBER: His Excellency, The Governor of
Hong Kong: Subscription Dinner, Hotel Conrad.

May 19 CHAMBER: Membership Committee Meeting

May 23-27 PBEC: International General Meeting, Vancouver.

May 25 12.30 pm CHAMBER: Roundtable Luncheon: J.D. Mcgregor

May 30-june 2

“What your legco Representative can do for you”.

HKTBCC: Mission to Taipei

June 1 12.30 pm CHAMBER: Roundtable Luncheon: Roy lan Delbyck of
Baker McKenzie: “Positioning HK Manufaturers
as Trading Companies”.

June 2 2.30 pm CHAMBER: Receiving delegation from National
Committee on US-China Relations

June 12 HK FRANCHISE ASSOCIATION: Inaugural Seminar
on franchising (to be confirmed)

June CHAMBER: Business Group to “Import Fair ‘92” Berlin.

July 7 9-12 pm HKCSI/CHAMBER: Seminar/Lunch on New Airport Core
Projects. Island Shangri-La Hotel. (to be confirmed)

July 14 9-12 pm CHAMBER:Seminar/Lunch on New Airport, with
Provisional Airport Authority.
Hong Kong Convention Centre.

July CHAMBER: Study Mission to Pudong & Tianjin.

July 19-21 HK INTERNATIONAL: Australian Manufacturers’
Chamber’s Seminar, Melbourne.

September CHAMBER: Investment Study Mission to Mexico
(to be confirmed)

September CHAMBER: Investment Study Mission to Dubai
(to be confirmed)

September CHAMBER: Study Mission to Qingdao.

Sept/October CHAMBER: Mission to Beijing. B

October CHAMBER: Study Mission to Guangdong.

October 18 CHAMBER:Hong Kong/Kagoshima Conference.




roxy votes exceeded the approxi-

mately 200 members who turned

up to vote individually at the
Chamber’s Annual General Meeting
(AGM) on 27 April. Nine candidates were
elected from a slate of 14 to fill the va-
cancies on an expanded Chamber Gener-
al Committee of from 20 to 24 seats.
 Afterwards the new General Commit-
tee met and elected Paul M F Cheng as its
Chairman.

The KPMG Peat Marwick AGM elec-
tion scrutineers announced only the win-
ners of the nine vacant seats. They said
that the number of proxies they had disal-
lowed as duplicates etc. would make no
difference to the nine candidates who
won.

In accordance with Chamber rules, the
number of votes (including proxies) each
candidate won were not announced.

@ The succeessful nine candidates an-
nounced:

Lily Chiang (Chen Hsong Holdings
Ltd).

Manohar Chugh (Electric and Electron-
ics Industries Ltd). )

Gerry Higginson (The Wharf (Hold-
ings) Ltd).

Margaret Jack (Shell Hong Kong Ltd).

Hamish Mathers (Mass Transit Railway
Corporation).

dSimon Murray (Hutchison Whampao
Ltd).

Robert Savage (IBM China/HK Corpo-
ration).

Ralph Sidney-Woollett (Bond Trading
Co Ltd).

dPeter Sutch (John Swire and Sons (HK)
Ltd).
® The five candidates on the slate of 14
who did not succeed:
c Mrs Nellie Fong (Arthur Anderson and
0).

Anthony Griffiths (Griffiths Manage-
ment [td).

Gage McAfee (Coudert Brothers).

Tony Nicolle (Standard Chartered
Bank Ltd).

Mike Somerville (Thornton Manage-
ment Ltd).
® The successful candiates join the 15 re-
maining members of the General Com-
mittee:

i

Paul Cheng is
new chairman

Members elect 9 from slate of 14 to new General Committee of 24 in proxy predominated poll

Outgoing chairman Vincent Lo hands his vote to the Election Scrutineer.
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— CHAMBER AGM

The AGM in progress
BEFEXGETHR

Martin Barrow (Jardine Matheson and
Co Ltd).

Paul M F Cheng (Inchcape Pacific Ltd).

Kenneth Fang (Fang Brothers Knitting
Ltd).

William Fung (Li and Fung Ltd).

M G Gale (Hong Kong Telecommuni-
cations Ltd).

H N Harilela (Harilela’s).

David Humann (Price Waterhouse).

Daniel Koo (Shui Hing Co Ltd).

J P Lee (The Hong Kong Chinese Bank
Ltd).

Simon K'Y Lee (Sun Hing Shipping Co
Ltd).

J B M Litmaath (Scarfell Enterprises
Ltd).

I R A MacCallum (Wilkinson and
Grist).

) D McGregor (J D McGregor Ltd).

Paul Selway-Swift (Hong Kong and
Shanghai Banking Corporation).

H G Webb-Peploe (Hong Kong and
Shanghai Hotels Ltd).
@ Following the election the new General
Committee met and elected Paul M F
Cheng as Chairman, Martin Barrow as
First Vice Chairman and William Fung as
Second Vice Chairman.
@ A full report on the Chamber’s AGM,
together with its Extraordinary General
Meetings will appear in the June issue of
The Bulletin. Hi
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CA-PRMS® IS THE ANSWER

To survive the competition in the 90s, manufacturers and distributors like you are
confronted with some, if not all, of these problems. No matter what your concerns
are, CA-PRMS® has a solution specifically developed to suit your needs.

CA-PRMS® resource management system is a multiplant Solution for the 90s that
integrates customer service, production and financial information.

Around the world, many enterprises rely on CA-PRMS® to help
them manage growth, change and integration. The
complete software solution and direct support provided
by CA-PRMS® have met their changing needs for

years, and for the future.

Today, we at System-Pro have brought this
sophisticated enterprise solution into Hong Kong.
With our proven track record and strong team of
support professionals, we are right here to

work on our clients' future.

FREE
SEMINAR
Help you to dentify and
solve problems on manufacturing
and distribution of goods. Details:

For today and for tomorrow, call and find
out how System-Pro and CA-PRMS® can
work for you.

Call 510 1257 now.

CA-PRMS?® is a registered trademark of Computer Associates Int'l Inc.

Date:  June 23, 1992

Time:  10:00 am OR 3:00pm

Place:  Executive Briefing Room, IBM
47/F Exchange Square Two, Ceatral

Please call 510 1257 for details or registration. A member of the @DS Group
-

System-Pro Solutions Limited
15/F Manulife Tower, 169 Electric Road, Hong Kong. Tel: (852) 806-8211 Fax :(852) 806-2841, Telex :89342 HX



What we do with past
is our business

Smooth-as-silk saffron ““ravioli” stuffed with
sumptuous morsels of lobster.

Paper-thin “lasagnette” with a filling as ligh
as a cloud.

Rustically textured “umbrichelli”" bathed in a
triumphant Pompeii red sauce.

At the Capriccio each morning, our chefs
prepare by hand the most perfect pasta
you've ever tasted.

It's just one of the many surprising choices
of Northern ltalian cuisine on our critically
acclaimed menu.

T accompany your meal, there's an equally
surprising selection of the ‘

rarest Italian wines and

grappas. There's no other opiccio
restaurant like Capriccio in Hong Kong.
And very few in Italy.

Experience the Ramada Renaissance soon.
It's the rebirth of style.

) RAMADA

NAISSANCE

HOTE
HONG KON

The rebirth of styl

8 PEKING ROAD, TSIMSHATSUI,
KOWLOON, HONG KONG. TEL: (852) 375 1133
FAX: (852) 375 6611 TELEX: 45243 RRHK HX

MANAGED BY
ALLSON INTERNATIONAL HOTELS & RESORTS
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THE
CHAMBER
IN
ACTION

Brigadier lan Christie Reports

LOCAL AFFAIRS/ADMINISTRATION
DIVISION

Committees

Legal Committee

The Committee met on 24 March to con-
clude its consideration of freedom of in-
formation legislation. The Committee be-
lieves that there is a need for such legisla-
tion, and that a useful start could be made
by allowing access to individual records.

Membership Committee

The Committee met on 17 March to dis-
cuss the retention action programmes.
Members of the Committee also under-
took to organise the Prospective Members
Luncheon in turn for recruitment purpose.
The meeting agreed to make recommen-
dations to the General Committee for
considering the tier system of member-
ship fee structure.

Membership Survey Subcommittee

The Committee met on 19 March to dis-
cuss the arrangement of a survey panel to
gather members’ opinion on the Chamber

and its performance. A meeting of Com-
mittee Chairmen has been called in order
to assess areas the survey might cover.

Small Business Committee

The Committee met on 18 March to re-
view the Small Business Cocktail Recep-
tion on 11 March (18 Small Business
members and six committee members
attended) and discuss the progress of
inviting speakers for Roundtable Lun-
cheons. The meeting agreed that priori-
ty would be given to topics related to
the interests and needs of the small busi-
ness community.

Environment Committee
At the month-end, 29 Chamber members
had agreed to support the ICC Charter for

Sustainable Development. An additional |

21 members, whose head offices overseas
have already endorsed the Charter, have
re-confirmed their commitment locally.

Human Resources Committee

The Committee met on 3 March to con-
sider issues on English School Places in
Hong Kong; the newly-introduced Labour
Importation Scheme; Old Age Benefits &
Retirement Funds; and the New Technol-
ogy Training Scheme.

Visit by China
specialist

Kerry S Dumbaugh, of the US Congressional
Research Service in Washington, a specialist
in China and other international Asian
strategic studies visited the Chamber on 10
March. Kerry Dumbaugh had written on
China’s political and economic environment
and on arms sales to China.

Right: Kerry Dunbaugh confers with
members of the North American Area
Committee and Chamber officials.
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Lazarus Efraimoghlou explains the Greek economy. On the left is Manohar Chugh and on the
right A C W Blaauw.

RARERENEEREHBRR » EAXRT > BAR Gk

Greek visitor

Members of the Europe Area Committee met
Lazarus Efraimoghlou, president of the Greek
National Chambers of Commerce and

Industry on 9 April. Lazarus Efraimoglou was

visiting Hong Kong on his way to China.
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Textiles Committee

The Committee met on 10 March to con-
sider whether allowances given by Cloth-
ing Institute Training Authority to attract
new students provided sufficient incen-
tive. Roy Delbyck of Baker & McKenzie, a

new member of the Textiles Committee,.

gave members a talk on “Positioning
Hong Kong Manufacturers As Trading
Companies”. Delbyck illustrated how a
prototypical Hong Kong company might
optimise tax and customs opportunities.

Events

Richard Morris’ (Deacons)
Roundtable Luncheon

Richard Morris spoke, on 23 March, on
“Letters of Credit: The Lifeblood of Com-
merce”. Response to the event was ex-
tremely good and repeat talks were ar-
ranged for 27 March and 6 April.

Thomas Graeff’s (Matheson PFC)
Roundtable Luncheon

Eighteen members attended the luncheon
on 30 March. Thomas Graeff spoke on the
topic of “Developing a Monetized Attitude”.

M W Pauly’s (German Business
Association) Roundtable Luncheon

M W Pauly, a Junior Barrister at Law,
spoke on 25 March on the new German
Packaging Ordinance and Regulations on
the treatment of transport packaging and
its relevance for HK exporters. The re-
sponse was overwhelming. Only 20
‘first-come” members could be accommo-
dated. The event was arranged at short
notice and could not be repeated due to
the speaker’s return to Germany.

Staff
Stephen Wong joined the Chamber on 30
March as Manager, Administration.

INTERNATIONAL AFFAIRS DIVISION

Highlights of the Month

The Chamber’s Chairman, Vincent Lo, led
a 17-member Goodwill Mission to visit
Cambodia and Vietnam, from 25 March
to 1 April, to explore business opportuni-
ties between these countries and Hong
Kong. The Mission was Hong Kong's first
to Cambodia in recent years.

US President George Bush vetoed an
conditional MFN Bill on trade with China
on 2 March and a subsequent Senate
override vote was defeated on 18 March,
hence China’s MFN trade status was se-
cured for 1991/92.

A personalised letter to all US Senators,
drafted by the Chamber and signed by
Chairmen of seven leading trade & industry
associations of Hong Kong, was dispatched
in mid-March in support of unconditional
MEFN extension to China for 1992/93.
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Thomas Boam (centre) with chairman of the North American Committee } P Lee (right) and
Manohar Chugh, vice chairman (left).
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US-China
Trade

Thomas Lee Boam, Commercial Consul in the
American Consulate General addressed the
Chamber’s North American Area Committee
on 26 March on current issues affecting
US/China trade relations and what Hong Kong
could do in promoting its image in the US
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Committees

Africa Area Committee

The Secretary to the Committee accompa-
nied a HKGCC-TDC joint delegation of
Hong Kong companies to three Western
African countries on 16-28 March. Re-
sults obtained during the tour were fair.
The Secretary also received visitors from a
municipality of South Africa who called
on the Chamber on 30 March.

China Committee
The Chamber received two Chinese dele-
gations in March :
® A four-member delegation led by Lin Jun
Rui, Deputy Director, MOFERT, Guang-
dong Province, visited the Chamber to pro-
mote Guangdong Fair ‘92 on 6 March.
@® A three-member delegation from Na-
tional Association for Hong Kong & Macao
Economic Studies, led by Zhou Wei Ping,
Vice Chairman of the Association, called
on the Chamber to exchange ideas on the
economic relationship between Hong
Kong and Guangdong on 9 March.

The Committee met on 11 March to
discuss details for the annual mission to

Beijing from 12 to 15 May.

Europe Area Committee

A meeting of the Committee was held on
18 March to endorse the “Asia in Poland”
trade fair and a trade mission to the
Netherlands, organised by the Dutch
Consulate General in Hong Kong.

Northeast Asia Area Committee

The Committee met on 17 March to re-
ceive the progress report on the formation
of the Hong Kong/Taipei Business Coop-
eration Committee.

It was decided at the meeting to shelve
the proposed business group to South Ko-
rea, due to insufficient support from
Chamber members.

On 2 March, a textile delegation led
by Bae Dae-Hee, Managing Director of
the Taegu KyungBuk Association of Tex-
tiles Industries of South Korea and accom-
panied by 1991 Miss Textile of Taegu,
called on the Chamber to promote the
city of Taegu and its textile industries.

North America Area Committee
The Committee held a meeting on 26
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US delegation
visits Chamber

An eight-member delegation led by David
Lampton (centre above), president of the US
Nationmmal Committee on US-China
Relations, visited the Chamber on 25 March
and exchanged views on current issues
affecting the trade relations. The delegation
expressed their support for unconditional
renewal of MFN trade status for China.
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Keith Eirinberg and Zhang Weiguo

American
interest

Indicating special American interest in Hong
Kong’s future, Keith W Eirinberg, a Fellow in
Asian studies at the Centre of Strategic and
International Studies in Washington and
Zhang Weiguo called on the Chamber on 20
March They were received by Chamber
members and by the Director, lan Christie,
and his staff.
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March at which Thomas Boam, Consul
(Commercial Affairs) of the American Con-
sulate General, addressed members on the
current issues affecting trade relations be-
tween the US and China. At the meeting,
members agreed to organise a mission dur-
ing 1992 to visit certain states in the US for
general goodwill purposes. The timing for
the mission and target cities to be visited
will be discussed at the next meeting.

Shipping Committee
The Committee met on 19 March to dis-
cuss, among other things, the organisation
of a delegation of shipping members to
visit Shekou on 25 and 26 April 1992.

On the recommendation of the Com-
mittee, the Chamber has agreed to spon-
sor “Ports 2000”, an international confer-

_ence on all aspects of port planning, de-

sign usage and management to be held in
Hong Kong from 2 to 5 November 1992.

Hong Kong/Taipei Business
Cooperation Committee
The Hong Kong/Taipei Business Cooper-
ation Committee has so far recruited 69
members and the Executive Committee
is expected to be formed in April. A
leaflet introducing the Committee is be-
ing printed.

The first HKTBCC delegation will visit

| Taiwan from 28 to 30 May 1992.

Hong Kong International

The Steering Committee of HKI met on 5
March. It was decided that meetings of
the Committee be reduced to that of a
quarterly basis in view of the attainment
of its objectives beyond the take-off stage.

Visitors hosted by the Committee
during the month included :
® Kerry Dumbaugh, Specialist in Asian
Affairs with the Congressional Research
Service in Washington DC, on 10 March.
® A study team from the Centre for Strate-
gic and International Studies, Washington
DC, on 20 March.
® David Lampton and a study team on
economic and social change in East Asia
from the National Committee on US-China
Relations, Washington DC, on 25 March.
A fourth meeting of the Joint Associa-
tions on MFN was held on 27 March to
further discuss arrangements for the visit
to Washington DC in early May.

PBEC - Hong Kong Committee
The Committee nominated three repre-
sentatives to participate in “Training
Course in Private Sector Middle Manage-
ment for Pacific Cooperation 1992”, un-
der the Japan International Cooperation
Agency (JICA) Fellowship Programme.
The Committee Chairman, Dr Helmut
Sohmen, the Director-General and five
other members, will participate in the
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Chile
briefing

Augusto Marambia, the Consul General for
Chile and his Trade Commissioner, Jorge
Schaerer, addressed the Chamber’s Central
and South America Area Committee on 8
April on the latest political and economic
situation in Chile. The two consular officials
said they saw great business opportunities in
Chile for Hong Kong businessmen. They
pointed out Chile enjoys better access to the
North American market via its trade
agreement with Mexico and the North
American Trade Agreement.
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The Consul General for Chile (centre) and his
Trade Commissioner (left).
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A toast to Miranda Wong. & AMEHARE

Farewell for
Miranda Wong

Director lan Christie presented on 23 March
a memento from the Chamber in recognition
of her long and diligent service to Miranda
Wong, who at Price Waterhouse, has been
responsible for keeping the Chamber’s
accounts for 21 years. Miranda Wong has
retired from her post as a Supervisor with the
Chamber’s accountants. Chamber staff
toasted her and wished her a happy future.
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The Director makes the presentation.
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25th PBEC International General Meeting
to be held in Vancouver, Canada from 23
to 27 May 1992.

ECONOMICS DIVISION

The Economics Division had a busy peri-
od in March with the presentation of the
new Financial Secretary’s first Budget on
5 March. Before the Budget, the Cham-
ber lobbied hard on the issue of the cor-
porate profits tax increase. When the
Budget was presented, it did include an

increase in the profits tax. The Chamber
has since strongly supported in public the
view that the Budget should be passed as
a package measure, despite its reserva-
tions about the profits tax increase.

Committees

Economic Policy Committee

The Economic Policy Committee met on
6 March to discuss the Budget and future
economic research initiatives in the
Chamber. With the reservation about the

need to increase profits tax and concern
about overall growth of Government
spending increases, the Committee was
generally supportive of the Budget. The
Committee also set some research priori-
ties for the Chief Economist for the next
four months.

Taxation Committee

The Taxation Committee also met on 9
March, to discuss the tax and spending
implications of the Budget and other rele-
vant taxation matters. The Committee
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was of the general view that the Budget
package should be supported, again with
strong reservations about the profits tax
increase. The Committee is of the view
that the Chamber will need to be “up-
front” on future taxation issues to protect
| Hong Kong’s traditional stable, low tax
regime. The Committee welcomed one
| new member at its meeting, Queenie
Cheong of the Swire Group. It also ac-
cepted two new applications for member-
ship of the Committee.

SERVICE INDUSTRIES DIVISION

Hong Kong Coalition of Service
Industries

Mr Stephen Glanfield tendered his resig-
nation as Chairman of the Coalition on 2
March, due to his impending departure
for the UK. A special Executive Commit-
tee Meeting was held on 6 March, in
which the Committee showed unanimous
appreciation to Stephen Glanfield for his
contributions to the CSI. In his absence,
Barry Grosvenor will act as Chairman un-
til a new Chairman is elected after the
Chamber AGM.

The contents for the HKCSI 1991 year-
book have been compiled. Orders for the
yearbook are now open.

Recruitment letters were sent to 130
trade/professional organisations in Hong
Kong inviting them to join the Coalition.

In order to improve dissemination of
services industries statistics, the section of
HKGCCnet on statistics was strengthened
by the addition of three more sections on
transport, professional services, and
telecommunication respectively.

The Deputy Secretary attended the
World Freight - Hong Kong Conference
from 2-4 March, during which executives
in the air and sea freight industries around

the world attended. During the Confer-
ence, speakers shared their experiences
and knowledge on current international
trade and transport issues affecting ship-
pers doing business in the Asia Pacific re-
gion and called for cooperation from all
parties in the industry.

General Agreement on Trade

in Services (GATS)

Revised offer lists from 14 countries have
been received and their summaries dis-
tributed.

Telecommunications policy

The revised position paper on an inde-
pendent telecommunications regulatory
body, prepared by the Information Ser-
vices Committee, was endorsed by the
Executive Committee and submitted to
the Secretary for Economic Services on 26
March. A press release was also issued.

Surveys

Information technology survey — by the
Information Services Committee, in con-
junction with the Hong Kong Information
Technology Federation.

Statistics requirement survey - by the
Statistics Committee.

Survey of airlines on issues of concern
regarding the new airport - by the Trans-
port/Distribution Services Committee; all
59 airlines of the Board of Airline Repre-
sentatives were surveyed.

Meetings
Professional Services Committee (12
March) — Brian Stevenson spoke about
the Professional Accountants (amend-
ment) Ordinance on practice review, and
Niels Kraunsoe of the Hong Kong Institu-
tion of Engineers about the development
of standards in Hong Kong.

Infrastructure Projects Committee (17

March) — evaluated progress of the air-
port projects and identified issues requir-
ing further government attention.

The Secretary with Dominic Leung,
Assistant Commissioner for Census &
Statistics Department (19 March) — dis-
cussed cooperation between HKCSI and
the government on the development of
service sector statistics.

Transport/Distribution Services Com-
mittee (24 March) — Gregory Chan, As-
sistant Commissioner for Transport, spoke
about the Comprehensive Transport Study
2 Update, and the Freight Transport Study.
Also present was Anthony Charter of
Hong Kong Air Cargo Terminal Ltd, who
spoke on HACTL's position in regard to
air terminal operation in Chek Lap Kok.

Executive Committee (24 March) —
Discussed issues from various commit-
tees, and agreed to support the next CSI
Conference, which is likely to be held in
Argentina in September.

The Secretary with Joseph Yap of the
Retail Management Association (25
March) — discussed possible cooperation
between the CSI and the RMA.

Hong Kong Franchise
Association (AFA)
The Steering Committee met on 25
March. It was decided that in order to
stress its commitment to Hong Kong, the
name of the Association should be the
Hong Kong Franchise Association. How-
ever, the scope of activities will remain
unchanged. The Association will oversee
the developing of franchising activities in
Hong Kong, China and Southeast Asia.
HKFA Secretary visited some local

franchisors and franchisees to establish a |

closer link with them. Work is under way
for the recruitment of members for the
Steering Committee in the franchising
business. =]

—
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Senators’
aides visit
HK, China

E Hong Kong and South China see-

ing for themselves what potential damage
the American Congress could do to the
two economies if the US Congress this
year overrides President George Bush and
denies renewal of MFN status to China.

They were the guests of the HKGCC,
the Federation of Hong Kong Industries,
the Chinese General Chamber, the Chi-
nese Manfacturers’ Association, the Indi-
an Chamber of Commerce, the Hong
Kong Exporters’ Association and the Hong
Kong Toys Council.

The staffers, in Hong Kong, saw the
container terminals; were briefed on port
development and the economy; spoke
with the Trade Department and the TDC;
inspected the exhibition and convention
centre; heard former US Ambassador Bert
Levin, now of the Asia Society, give his
views; saw the Taipo Industrial Estate and
took a helicopter tour of the territory.

In South China the staffers went to
Shenzhen and inspected a Du Pont facto-
ry; met Chinese officials; went to Heng

leven staffers to US senators spent

Stafffers entertained at dinner by Huang Di Yan, chairman of the Hong Kong Chinese

Staffers meet Guangdong Governor Zhu Xenlin.
HREGEERAEREER

Gang county and saw Dennis Ting's toy
factory, Qualidux Industrial.

In Dongquan they inspected Wing Tai
textile factory and went on to see the
Video Technology Electronics’ plant.
Then they inspected Proctor and Gam-
ble’s showpiece plant in Guangzhou and
went to the Canton Spring Fair. They
lunched with officials of the municipality
and toured the city, including a visit to
Nan Fang Department store to see Hong

Enterprises Association, and Association members.
FAFHECEGEEIRERENEASUNMEXERRERGRLBZANE

Kong goods on display.

Back in Hong Kong, they attended a
breakfast discussion with representatives
of their host organisations on Easter Sat-
urday, chaired by Paul Cheng, HKGCC
first vice chairman. Then the staffers
gave a press conference in which most
said from the insights they saw and
heard they would be reporting
favourably back to the senators on the
renewal of MFN to China. &
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Meeting with Lei Yu, Vice Mayor of
Guangzhou City.
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Christopher McLean, unofficial spokesman for the
staffers, is interviewed for both press and television.
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At Wing Tai textile factory. KEEBSBEERKR
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In The China Business Review you'll find in-depth
analyses of the events, issues, policies, and
personalities that affect your China business

Written by leading
cuthorities in
China/Hong Kong
trade and investment

Jerome Cohen, Harry Harding, Ezra Vogel, Robert
Broadfoot, Zhu Rongji, and Sir David Wilson are exam-
ples of the top executives, attorneys, academics and
officials that contribute to The CBR. You'll learn about
important developments and what they mean for your
business from the decisionmakers and policymakers
themselves.

On-site in Washington,
Hong Kong, and China

As the leading publication of the US-China
<— Business Counci, a private membership or-

ganization formed in 1973, The CBR has
eyes and ears around the globe. Coverage of Wash-
ington’s China politics is second to none. You'll gain
access to'current information on MFN, the World
Bank, IMF, GATT, and other political and economic in-
teligence that directly affects your business.

Save
thousands
of dollars in
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resecarch with
CBR’s sectoral

o Quarterly Inflation in China, 1988-90
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Source.: US-China Business Council files

Identify new
opportunities and
track competitors

In each issue, our “Project Notebook™ provides case
studies of important projects in China and Hong Kong,
such as the Shanghai Centre, Panda Motors, and Nike
Inc.’s sourcing operations. Our “China Business” sec-
tion provides hard-to-find information on contracts,
companies, and investments by sector. Plus—several
times a year, you'll receive current statistics on China's
ecoriomic performance.

% Special focus on
Hong Kong

Beginning in 1991, The CBR will include an
entire department on Hong Kong. Politics,
economics, foreign relations, people,
events—everything that affects business in
this dynamic city will be covered.

Stay fully informed of
new laws and
regulations affecting
China business

The CBR tracks all pertinent legal developments,
analyzing their impact on China traders and investors.
You'll get practical advice on dealing with trade dis-
putes, arbitration proceedings, and contract negotia-
tion.

Integrate China into
your regional strategies
Sawvy business executives must examine China from a
regional perspective to determine the pros and cons of
doing business there. In 1991, regional coverage will in-

clude China’s trade with the EEC, Soviet Union, Tai-
wan, and Australia.

Subscribe today—
and get 7 issues
for the price of 6!

The China Business Review is published six times a
year for a subscription price of US $96 (US/Canada)
US $132 (international airmail). Subscribe today using
the form below and you'll receive an extra issue FREE.

l &z and provincial analysis

The CBR probes individual sectors of China’s economy—including energy,
petrochemicals, and telecommunications—as well as cities and provinces like Shanghai, Liaoning

and Guangdong. You'll gauge growth, discover potential problems, and learn what opportunities lie ahead.

YES! | need up-to-date, authoritative information on the latest developments in China and Hong Kong trade & investment.

0 Please send one year (six issues) of The China Business Review—plus one bonus issue and a binder for safekeeping of back issues.
1 Please send more information on The US-China Business Council,

Annual CBR Subscription Rate (US dollars) Method of Payment

Q$132 International Airmail @ Enclosed check in US dollars, 1 MasterCard 2 Visa

payable to The China Business Forum 2 Billme fater

Card # Exp.

Signature _ ‘
NAME TITLE - 3
COMPANY
ADDRESS I
NATURE OF BUSINESS _ PHONE PAX

Enclose in envelope and retum to The China Business Review, 1818 N Strest, NW, Suite 500GC, Washington, DC 20036 U.S.A. Fax (202)775-2476 Tel (202)429-0340



NEW APPOINTMENTS

—t

Chamber welcomes Goodlad

he Chamber on April
16 welcomed the ap-
pointment of Alistair

Goodlad as the new Minister
with responsibility for Hong
Kong in John Major’s new
British Government.

“We especially welcome
Mr Goodlad’s immediate as-
surance that he will keep
Hong Kong issues firmly on
the British Government’s
overall policy agenda,” a

Chamber spokesman said.

“Mr Goodlad is an ideal
choice as he has sound expe-
rience in both Government
and in business, a fact that
the local business communi-
ty especially welcomes.

“He also knows Hong
Kong and the Asian region
and clearly has a commitment
to promoting issues involving
the territory within the ranks
of the British Government.”

The Chamber spokesman
said-Alistair Goodlad’s broad
political experience would
also stand Hong Kong in good
stead. “He is an articulate and
experienced politician, who
as deputy chief whip in the
British Government, obviously
has an extremely sound
knowledge of the mechanics
of Government, the Legisla-
ture and the private sector.”

The spokesman said the
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Chamber appreciated the
work done by Alistair Good-
lad’s predecessor, Lord Caith-
ness, and his efforts on behalf
of Hong Kong and its people.

“With the experience
gained during his tenure as
Minister responsible for
Hong Kong, we are sure Lord
Caithness will continue to be
a strong supporter of Hong
Kong within the British Gov-
ernment.” &
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. and new Governor

he Chamber wel-
comed the appoint-
ment of Chris Patten

as Hong Kong’s new Gover-
nor on 25 April.

“Mr Patten brings a
wealth of practical political
skills and experience to the
post,” Chamber Director Brig
lan Christie said.

“They far outweigh any
disadvantage that may be
perceived in his relatively
modest experience and
knowledge of Hong Kong,
China and the Asian region.

“He has not only worked
closely. with the Prime Minister,
Mr John Major, and the Foreign
Secretary, Mr Douglas Hurd,
but others in Government, in-
cluding the new Minister with
responsibility for Hong Kong,
Mr Alistair Goodlad.

“These close relationships
will obviously be of benefit to
Hong Kong and its people in
his new position as Governor.”

Brig Christie said Chris
Patten’s political experience
and contacts are the factors
that make him most ad-

mirably suited to the post of
new Governor.

“But it should not be for-
gotten that Mr Patten’s abili-
ties extend far beyond the
relatively narrow confines of
party politics,” the Chamber
Director said.

“With both senior and ju-
nior Ministerial experience in
former British Governments,
Mr Patten is well versed in
the workings of Government
and the Civil Service.

“This knowledge of the
practical aspects of Govern-

ment will stand him in good
stead in his new position as
Governor through to han-
dover of sovereignty to China
in 1997.

“His appointment, along
with that of Mr Goodlad as
Minister for responsibility for
Hong Kong affairs, has further
enhanced business confidence
in the future of Hong Kong.

“In his decision and
statements to date, Mr Pat-
ten has already shown his
commitment to the future of
the territory.” |

To advertise in The Bulletin
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In-Group Publications Ltd.
Tel: 887 1830 Fax: 806 0645

The Bulletin May 1992 19



Two-in-One
Study That
Gives You

the Facts on
US Investment in China

Unique
Datafile:

Customize information: Diskette includes more
than 500 US investment projects in China, each
with over 30 database fields—investment
partners, equity, project location, economic
sector, contract type, and more.

Know your competition: What type of contract is
most prevalent in your sector? Which locales are
most popular? You'll also find brief profiles of
dozens of key projects in representative sectors.

Generate reports, letters and mailing labels: Use
your favorite software to tap the datafile's

unique collection of joint venture information—
sort and cross reference database fields to

create specialized reports, letters, or labels.

Latest Report
on Investment:

Understand investment trends: Who has invested
in China and why? How do American investors
compare to those from other countries? What is
the outlook for foreign investment?

Assess Post-Tiananmen conditions: Get the
latest analysis of China's investment climate,
including case studies and the results of two
American investor surveys conducted by the
US-China Business Council in 1989 and 1990.

Save research time and costs: The culmination of
three years of research, this study presents
current.and comprehensive business information
and analysis.

Hardware/Soffware Requirements:

The datafile is for use on PC/MS-DOS compatible computers, with a minimum of one 720kb 3.5" or 1.2 mb 5.25" disk drive
(a hard disk drive is recommended). RAM memory required will depend on the software program used to access the

datafile. The file is approximately 700k and was created using dBASE lll+. It may be used by any sofiware program that

works with files in the DBF format.

US $250 ($185 for members of the US-China Business Council)

International airmail orders please add $10.

Send US dollar check to:

US-China Business Council
1818 N St NW, Suite 500GC
Washington, DC 20036 USA
Fax 202/775-2476
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Hands off rates

Less than 4% of Government revenue, says Chamber

enying the Government’s pro-
posed increase in a relatively sta-

D ble, but modest, income source

like rates is a shortsighted approach, ac-

| cording to the Hong Kong General Cham-

ber of Commerce press release on 12 April.

“Even with the proposed increase,
rates would make up less than four per-
cent of total Government revenue,”
Chamber Director Brig lan Christie said.

“But because of the uneven nature of
the taxation system, that would still make
income from rates the sixth biggest rev-
enue source for Government. “Moreover,
it is a relatively more stable source of in-
come than other taxes because it is based
on real property, not on incomes and/or the
level of economic activity.”

The Chamber said that at the present
time, the income from rates is equal to only:
@® One-fifth of the receipts from salaries tax.
® 15% of profits tax receipts.
® just 8% of the total revenue from both
earnings and profits tax.

“When we look at rates, we must do
so in the context of the whole Budget and
in the context of a long-term, relatively
stable revenue source for Government,”
The Chamber said.

“Those who would cut such a revenue
source for Government must show either

| (a) where cuts in spending can be made

to balance the loss of revenue or (b)
where an additional revenue source can
be found.

“This is especially the case over the
long term where a failure to allow the pre-
sent rates increases would cost the Gov-
ernment a minimum of HKD4.5 billion
and a maximum of HKD7 billion in the
five years to 1997.

“The Chamber is strongly of the belief
that the emphasis for Government should
always be on spending restraint rather
than higher taxes and charges,” Brig
Christie said.

“This is one of the reasons we strongly
opposed any increase in profits tax ahead of
the 1992-93 Budget being brought down.

“Once the Budget measures have been
decided by the Financial Secretary, how-
ever, they should be passed as a complete
package.”

Brig Christie said that with continuing
Budget surpluses and a sound Reserves
level, the need for additional Government
revenue was still a matter for debate with-
in the community.

“But the denial of any section of the
revenue measures, whether rates or any-
thing else, would create a dangerous
precedent,” he said.

“It should not be forgotten that income
from rates is not just a source of general rev-
enue for Government but for the Urban and
Regional Councils as well. “All provide vi-
tal services to the people of Hong Kong —
services which have to be paid for.”

Brig Christie said an analysis by the
General Chamber showed that rates, or
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property taxes, around the region vary

enormously between tax jurisdictions.
“But where they are lower than Hong

Kong, it is invariably because such juri-

dictions have much higher taxes, or more -

onerous taxes, in other areas.

“Hong Kong certainly does not want to
follow these.countries down the route of
becoming a high tax jurisdiction, with im-
posts like Capital Gains and Value Added
taxes,” he said.

“In such a situation a modest increase
in rates becomes acceptable where the
Government can justify the need for the
additional revenue.”

Brig Christie said analysing rates or
property taxes in other jurisdictions was
complicated by different levels of Gov-
ernment in some jurisdictions taxing
property at different rates and levels.

“In Hong Kong we have a simple rat-
ing system with one set of rates collected
by the Government and distributed to its
own revenue and that of the Urban and
Regional Councils,” he said.

“We should maintain that simple system.

“The 6% struck in this year’s Budget is
till well below the 7.9% level reached in
1990-91 before the revaluation of proper-
ties for rating purposes.

“Moreover, the rates increase is equiv-
alent to just 0.1% to 0.2% of household
income for domestic ratepayers and a
similar percentage of operating expenses
on non-domestic property owners.” =
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The Chamber in 1991 spent HKD1.5 million dollars buying stationery to send = BE I RA B R - TECRAYEIA B AR
letters, circulars and printed matter servicing its members. A lot of trees had to Ao

be cut down to provide that much paper. HHEN » AEASRA TSI
Estella Chan, Assistant Manager in charge of office Administration, decided last A — 89 =02 frEe , Ao
December to do something about offsetgting this cost in money and trees. She &Ei%ﬁﬂ‘;ﬂ %ﬁ?ﬁfﬁﬁ%%%ﬁﬁ%% /ﬁ:
called in a waste paper collector recommended by the Environmental Protection AGRERFAEBE > B RV RER - Ak
Department. Used paper is now systematically collected in the Chamber and sent BHEETBERN LRETRERERS

directly to a factory in China for recycling. TE 24 EHTER A - EEERL B S E Akt
The chart below shows how many trees Estella has saved so far this year.

Do you think you could follow Estella’s example, if you are not already saving Kﬁ{‘?%{ ° BN Ty AR B RIERLEK A » B
your own paper for recycling? u WEZE BB R I FI T8 ? |

CARING FOR THE
ENVIRONMENT AND OUR
FUTURE GENERATIONS

For every ton of paper recycled, we save 17 trees.

We started collecting waste paper for recylcing on 10 December 1991.
This is what we have achieved:

~ AhhhbAddd
BFYYVVVIVY

Feb é + 4 * * 4 - Total = 23 trees

22 The Bulletin May 1992



Independent regulator

TELECOMMUNICATIONS

HKCSI calls for new authority to replace role of Economic Services Branch and PMG

he Hong Kong Coalition of Ser-

I vice Industries (HKCSI), in a sub-

mission to Government on 26

March , called for the establishment of a

local independent regulatory Telecommu-

nications Authority modelled on OFTEL
in UK or AUSTEL in Australia.

Griff Griffith, chairman of the HKCSI’s
Information Services Committee, said:
“The growing complexity of the territory’s
telecommunications policy demands the
formation of a totally independent regula-
tory body.”

The HKCSI is an highly autonomous
body representing the service industries in
the territory within the Chamber.

Its submission said: “The regulatory role
played by both the Government’s Econom-
ic Services Branch and the Postmaster
General’s Department, though serving
Hong Kong well in the past, should now
be replaced with an independent authority
that can focus its entire attention on cur-
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rent telecommunications issues.”

Griff Griffith said the desired regulator
should be an able policy-maker with
specified executive powers. In addition, it
should have a clear mandate to encour-
age telecommunications providers who
can produce value-for-money services to
both the Hong Kong business community
as well as the domestic sector.

Ideally, this independent regulatory
body should be operational by the end of
1993.

The full HKCSI position paper submis-
sion:

Telecommunications is playing an
‘ ever increasingly important role in
business, both domestic and internation-
al. This is particularly true in Hong Kong
and especially so for the services sector.
Today’s business practices rely heavily on
telecommunications and this is expected
to be even more important in the future.
The free flow of information is critical to
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the success of companies in the service
industries, which in return requires cost-
effective, efficient, modern and innova-
tive telecommunications services. |

Hong Kong has been reasonably well
served in the past by the existing telecom-
munications services and the regulatory
regime which surrounds it. However, the
rapid pace of technological development
and the innovatory uses to which it can
be put increasingly demand a fresh ap-
proach. The Hong Kong Coalition of Ser-
vice Industries believes that the time has
come to review, not only Hong Kong’s
telecommunications policy but also the
way it is administered, in the light of the
vital part communications play in Hong
Kong’s commercial life.

The HKCSI endorses the view that provi-
sion of telecommunications services is best
left to a competitive private sector, bal-
anced by the need to provide critical eco-

continued on page 50
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TRADE IN SERVICES

New trade player

A growing role for export of services from Hong Kong

xports of services could be earning

E more for Hong Kong than domes-

tic merchandise exports in just

over five years if present growth rates in
_both trade components continue.

An outrageous prediction from a mad
economist? Perhaps! But it is worth consid-
ering that only five years ago re-exports of
"‘merchandise goods ranked a poor second

| to domestic exports in total trade.

Now they dominate the territory’s mer-
chandise trade with a 70% share of total
exports last year while domestic merchan-
dise exports have slipped to just 30%.

According to Hong Kong Government
estimates, the export of services grew al-
most six-fold in the period from 1980
through to 1991 from just $22.2 billion to
$123.6 billion.

(It is in recognition of the still growing
importance of the services sector in Hong
Kong that led the General Chamber to es-
tablish the Coalition of Service Industries
(CSI). The CSl is now actively engaged in
promoting the service sector of the econo-
my and improving the statistical measure-
ment of the services input to the overall
economy.)

Over the same time span, growth in re-
export trade was a massive 18 times from a
mere $30.1 billion to $534.9 billion — far
in excess of still substantial services
growth. But the expansion of domestic ex-
ports for the period was a mere 3.4 times
from $68.2 billion to $231 billion.

Together, the growth in domestic ex-
ports of goods and services showed a four-
fold increase from $90.4 bil-
lion to $354.6 billion.

Perhaps more importantly,
the growth rate in services ex-
ports has shown less volatility
than the growth in either do-
mestic exports of merchandise
or merchandise re-exports.

There are all too many ob- 100
vious pitfalls in any predictions
involving the extrapolation of 80 T
existing growth rates in any
area of economic or statistical 60 +
forecasting. But the potential is
there for the value of services 40 J
exports to surpass the old “en-
gine of economic growth” —
domestic exports — in 1997 if

140 7

Reflecting the changing
structure of the economy,
trade in services has become
a key factor in Hong Kong’s
global trading performance.
Chief Economist IAN K.
PERKIN argues that services
are now probably playing
their most prominent role in
external trade in the entire
post-war period.

That situation would be achieved if the
growth rate in domestic exports of goods av-
eraged just 3% a year for the next five years
and exports of services averaged 15 %.

A 3% average growth in domestic mer-
chandise exports in the five years beyond
1992 would produce a total value of do-
mestic goods exports of some $276 billion
by 1997.

On the other hand, continued 15% av-
erage growth in exports of services would
produce a value for these exports of $285
billion in the same year.

Those growth rates are not an unrea-
sonable assumption and while to many an-
alysts, such a prediction may seem out-

landish, it cannot be completely ruled out.”

After all, changes in Hong Kong ‘s overall
trade picture can be very rapid indeed as
the rapid growth to pre-eminence of the
territory’s re-export trade shows.

What is self-evident is the provision of
services — everything from tourism to
transport, from communications to finan-
cial management — has always been vital

TRADE IN SERVICES

Growth in trade in service — 1981 to 1991

(billions of dollars)

Exports of
Services

Imports of
Services

to the local economy.

But with the transfer of large part of
Hong Kong’s manufacturing capacity
across the border, even more attention has
been paid to the development of the do-
mestic services sector.

Within the local economy, the provi-
sion of services now accounts for some
80% of Hong Kong's total Gross Domestic
Product (GDP) up from less than 75% 10
years ago.

This importance of the services sector

to the territory’s domestic economic struc- -

ture is a well known and well discussed as-
pect of the recent development of the local
economy. What is often ignored, however,
is the role services play in the territory’s ex-
ternal trade picture.

Global trade in services is, like re-ex-
port trade in goods, now a key factor in the
overall health of Hong Kong’s external ac-
count — its financial position with the rest
of the world.

Most prominent in Hong Kong's ser-
vices trade is, of course, tourism with
spending by tourists in Hong Kong desig-
nated, in a sometimes confusing fashion,
as an exported service. Likewise, spending
by Hong Kong tourists abroad is designat-
ed as an imported service.

But trade in services also includes such
things as shipping, air transportation and
other communications, financial assets
dealing and broking, insurance, the pro-
duction and distribution -of films and TV

programmes, hotel management, advertis- |

ing and marketing research, and news
transmission.

Just 10 years ago, the export
of such services accounted for
only a quarter of total domestic
exports of goods and services.
Today, service exports account
for more than one-third of all do-

ports and are continuing to rise.
More importantly, exports of
-~ services are now a vital factor in
keeping Hong Kong's interna-
tional trade balance in the black.
Government figures show
that while overall merchandise
‘ trade last year produced a
$16.2 billion deficit, exports of

- $35.6 billion. As a result, the

the respective growth rates in n

} :
Hong Kong's export categories B~

1982

I . 4 I 4 ' : 4 L
+

T t y t T T — T

1983 1984 1985 1986 1987 1988 1989 1990

1991
— goods and services was in the

- territory’s overall trade in both

continue at their present pace.

mestic goods and services ex- |

services showed a surplus of |
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TRADE IN SERVICES

black to the tune of $19.4 billion.

Despite these impressive figures, ser-
vices are not often given the recognition
they perhaps warrant in any discussion of
the territory’s burgeoning trade perfor-
mance. One reason for this may be that in
the whole post-war period it has really
been merchandise trade -— the exports of
goods that can be seen, felt and counted
easily — that has driven Hong Kong.

Moreover, this trade in merchandise ex-
ports is regularly documented with Gov-
ernment figures for the trade in goods be-
ing issued on a monthly basis.
No such figures exist for the
trade in services and they are
therefore estimated by the
Government only on an an-
nual basis.

Yet another reason for little
attention being paid to ex-
ports of services is the domi-
nant role now played in Hong
Kong’s trade by re-exports, es-
pecially out of China.

When re-exports are in-

40 T

exports of services can clearly play a role
of in enhancing Hong Kong's overall do-
mestic export performance vis-a-vis re-ex-
ports of goods. Services, too, directly em-
ploy people in the domestic economy just
as does the domestic production of manu-
factured goods.

Merchandise re-exports, out of southern
China or anywhere else, only indirectly
employ local people in the facilitation of
their production or when they pass through
the territory.

This makes services a potentially far

Trade Balance — 1981 to 1991,"\\
(Billions of Dollars) -

Trade balance p
in SERVICES v

—~——at
—— =l

HONG KONG’S TRADE BALANCE

i Trade balance |
-~7"  in GOODS AND SERVICES

export trade in goods rather than domestic
exports of goods.

® the growth in overall (domestic and re-
export) trade in goods, with greater exports
of goods requiring substantial back-up
from the services sector.

® increased demand for transportation and
related services.

® the growth in and greater diversity of
Hong Kong's services base.

® increased demands for Hong Kong ser-
vices in a rapidly expanding southern Chi-
na, and throughout the Asian region.

@ greater affluence in the lo-
cal and regional economies
(the demand for services in-
creasing as the wealth of any
economy rises).

- ® expanding in-bound tourism
to Hong Kong (in-bound
tourism being a services export
for Hong Kong, while out-
bound tourism is recorded as a
services export).

@ Hong Kong’s burgeoning fi- |

nancial services sector, as well

cluded, services as a share of
Hong Kong’s total trade
have, like domestic exports
of goods, declined in the last
10 years from 18.2% to |

|

Lt 1 Il 1 1 1 1 L

Trade balance
in GOODS

)

as growth in such things as de-
sign, marketing, advertising and
the like.

Imports of a wide range of
services are, of course, like im-

13.9%. 20 oa1

At first sight, this may ap-
pear to diminish their impor-
tance. But this relative decline in terms of
overall external trade is due entirely to the
dramatic change in the composition of
Hong Kong’s external trade in the last
decade.

It is a direct result of the huge growth in
Hong Kong's re-export merchandise trade,
especially in the re-export of goods from
southern China.

In fact, the massive growth in re-exports
throughout the 1980s and into the 1990s
has served to overshadow all else in the
broader Hong Kong external trade picture.
It has not merely diminished the relative
role of exports of services in the broad
trade picture, but the role domestic mer-
chandise or goods exports as well.

Domestic merchandise exports ac-
counted for only 30% of Hong Kong'’s
overall merchandise exports last year com-
pared with 66% back in 1981.

Despite the dominant role of merchan-
dise re-exports in the territory’s broad trade
picture, the growing importance of services
— especially in the make-up of Hong
Kong’s domestic or “home grown” exports
— should not be discounted.

Indeed, it well may be that the slower
growth in domestic exports of goods has
served to make the role of exports of ser-
vices all the more important and vital for
Hong Kong's future.

As essentially “home grown” products,

1982

1983 1984 1985 1986 1987 1988 1989 1990

more stable base for the local economy, es-
pecially for employment, than mere re-
liance on re-exports of merchandise manu-
factured elsewhere.

A look at the accompanying figures
shows that domestic exports of goods —
domestic merchandise exports — have
been growing at rates of 1% to 3% in the
last three years.

This looks a poor performance along-
side the 20% plus annual growth experi-
enced in the re-export trade.

Over the same time span, however, ex-
ports of services — just like re-exports of
mass produced goods out of China — have
been increasing at double digit rates.

In fact, growth in the exports of ser-
vices, while lagging behind re-export
growth, have outpaced domestic merchan-
dise growth in all but one of the last seven
years. Moreover, they have outpaced
growth in domestic merchandise exports in
all but three of the last 11 years.

The real message is that with manufac-
turing industry moving rapidly across the
border into China, trade in services is an
even more important component in the
territory’s trade picture. Factors which have
played a key role in the enhanced impor-
tance of services as a domestic export
commodity have included:
® the transfer of manufacturing industry
across the border into China enhancing re-

1991

ports of goods, vitally important
to Hong Kong. But while im-
ports of goods have been grow-
ing more rapidly in recent years than ex-
ports of goods, imports of services have
been growing less rapidly than exports of
services.

According to the Government esti-
mates, imports of services have grown al-
most six times since 1980 from just $14.9
billion to $88. billion — in line with
growth in services exports.

Despite this, the increase in the overall
value of the services trade has enabled
Hong Kong to maintain a healthy trade sur-
plus in the services, or invisibles, sector.

This has, in turn, enhanced the econo-
my’s overall goods and services trade bal-
ance with the rest of the world. The Gov-
ernment figures show that while the territo-
ry ran a deficit of $16.2 billion in merchan-
dise trade last year — the biggest since
1982 — its surplus on services has soared.

They show that the positive trade bal-
ance from trade in services increased to a
record $35.6 billion last year from a mere
$7.8 billion 10 years earlier.

This growth in the services trade bal-
ance reflects the growth and development
of Hong Kong’s own domestic services
base to the extent that it no longer only ful-
fils local needs. Moreover, it is no longer
just playing the role of replacing some for-
merly imported services, but is adding to
the territory’s overall export income as
well. |

1992
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VIETNAM / CAMBODIA MISSION

GOODWILL MISSION TO HA NOI
26 MARCH 1982

HINIEII OF COMMERCE

The Chamber hosted a banquet for some 50 Vietnamese Government officials and Hanoi A& JMERFHIAHIREBMAEBIANEA

businessmen.

Trade ties improving

Two Indochina economies at a turning point to a market economy

hamber members on a high-level
c goodwill mission in late March to

two Indochina States were re-
peatly told, especially in Ho Chi Minh
City, that the centrally-planned economy
of Vietnam was now in the “out-tray” and
the market economy was in the “in-tray.”

Phnom Penh, Cambodia, the Chamber’s
high-level mission found, was a good deal
more laisez faire than Ho Chi Minh City.

These observations of the high-level
mission have confirmed the Chamber’s
view that trade relations have reached a
turning point with Vietnam and Cambo-
dia, says Dr Y S Cheung, assistant director
for international affairs, who arranged the
mission, led by Chamber chairman Vin-
centH S Lo.

“Now, Hong Kong is ready for a fully-
fledged trading and investment relation-
ship, he says.

The one remaining obstacle hindering

' the development of the relationship is the

US trade and investment embargo, he
says. There are, however, signs that this
obstacle may not last very much longer
— experienced, well-informed foreigners
in Vietnam say it may be lifted in mid-
1993.

“Against this background, the Cham-
ber felt it was time to visit the region as a
whole and get a regional perspective.
Twice, one of our Chamber staffers visited
Vietnam and Cambodia in the course of
the last three or four months. He reported
back favourably. Phnom Penh, he found,
was a very peaceful city and business was
quite as usual.”

Dr Y S Cheung says: “We decided to
send a high-level goodwill mission to visit
the two Indochina States. It was not our
first to Vietnam. Four Chamber missions
have already visited there, so it was our
fifth mission to Hanoi and Saigon.

“Nevertheless we felt this was a turn-
ing point for the region. The Vietham Na-
tional Assembly which has just finished
has indeed confirmed that. They have
announced officially they will allow pri-
vate Vietnamese people to do business on
their own account.

“On our visit they kept telling us the
centrally planned economy is in the ‘out-
tray’ and the market economy is in the
‘in-tray.’

“We, on our mission, felt this change
strongly in Ho Chi Minh City (Saigon). |
saw, for example, one whole street selling

imported electronic goods not only in the
shops but in boxes of TVs, videos and
tapes, etc. spreading outside on the whole
pavement. Laser discs were there and so
were video tapes of Hong Kong television
serials in Chinese available for rent.

“The whole city is very dynamic, very
vibrant, and the local wet market is very
crowded. There were lots of things in the
wet market to buy. They have excellent
tropical fruits, mangoes, milk apples, etc.
If they could export them here they would
be very big sellers in Hong Kong. The tex-
ture of their mango seems harder than the
Manila mangoes but they are very sweet. |
think they would be easy to transport.”

Dr Y S Cheung says Chamber members’
initial response to the decision for high-lev-
el mission was very encouraging. Eighteen
signed up to go but due to last-minute con-
tingencies, three dropped out. Seventeen
went, including two Chamber staff.

“We went by a direct flight to Hanoi
on 25 March. It took longer than we ex-
pected because the Viethamese have not

|

yet received permission to fly over China |

air space. To avoid Hainan we had to fly

south to Danang control tower and turn |

north making two lines of a triangle
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whose base would be the direct route
Hong Kong- Hanoi.

“That was almost the same distance as
flying to Ho Chi Minh City and probably
about doubled our flying time to, | think,
about 212. | think in the very near future
the Vietnamese will be given the right to
fly over China air space. Flying time will
then be cut to one hour and 10 minutes.

“Hanoi to us was a very well disci-
plined place where the people were very
nice to us. We were received by one of the
Vice Chairman of the Council of Ministers
who has the portfolio of foreign trade and
foreign affairs. The British Embassy said
this was very unusual because Vice Chair-
men seldom met overseas delegations.

“We were told that in terms of num-
bers of projects Hong Kong perhaps ranks
No 1 as a foreign investor. But in money
terms the Taiwanese are No 1. Hong
Kong may be second or third to Taiwan
but it is hard to determine exactly be-
cause the committed and paid-up capital
invested keeps changing all the time.
Anyway they noted Hong Kong's eco-
nomic strength and its contribution to

| Vietnam’s policy of opening to the outside

world.”

Dr Y S Cheung says he found a very
strong contrast between Hanoi and Ho
Chi Minh City. The south was more
metroplitan and used to foreigners. No-
body took any notice of the mission mem-
bers in the streets.

“It's a business city. It is big and very
vibrant. But you can see the contrast be-
tween rich and poor. You can see lots of
beggars. Night life is up to Asian stan-
dards. Private shops ask ridiculous prices
for antiques, especially from tourists.

“Visiting a factory in the 10th district of
Ho Chi Minh City, we were quite sur-
prised by a new brand of well-educated
entrepreneurs receptive to foreigners.
These young directors of factories gave us
the impression they are capable people
who learn quickly. I think many have
been educated in the former Soviet Union
and have worked in Eastern Europe.

“Because of the US embargo they are
manufacturing and exporting only to coun-
tries that do not require quotas. The bank-
ing system is another impediment. It is still
very tightly controlled by the State Bank
and its practices are for the planned econo-
my, not the market economy. Profits gener-
ated by foreign investment may not be eas-
ily repatriated. Remittances outside may
take a long time.

“The banking system needs a shake-up
so that it caters for the new economic de-
velopments. On paper it perhaps works
but in practice it is an impediment to
trade and investment.

“The third impediment is the beaucrat-
ic system. For example, if you want to in-

Vincent H S Lo speaks at a
reception hosted by the Chamber
in Phnom Penh.

BRRASRBNES L BH

A view of Phnom Penh, including
the Royal Palace.

£BHAN > BRIRERERINES

Meeting with Say Chhum, vice chairman of
the Council of Ministers.
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Chamber Chairman Vinbcent H S Lo makes a presentation to Tran Duc Luong, a Vice

Chairman of the Vietnamese Council of Ministers.
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vest in Ho Chi Minh City you not only
have to go to officials there but you also
have to go to Hanoi to square things up.

“Besides, the infrastructure in the coun-
try is inadequate. In Ho Chi Minh City the
power shortage is very acute. Factories can
work only four days a week. Many facto-
ries, and even shops, have their own diesel
generators. Oil exploration by foreign
companies is very active offshore. Crude is
refined in Singapore. There is no problem
in getting diesel for generators.

“It is a country very rich in agricultural

products as well as minerals. With the right
motivation the people, we were told by
outsiders, will work very hard. They are
intelligent and have good discipline. In all,
it is a good time to look at the potential.

“In fact, one of our members pur-
chased three blocks of land, on the river
bank, totally 8,000 square metres, in Ho
Chi Minh City. Another member is look-
ing actively at hotel development in both
Hanoi and Ho Chi Minh City.

“There were garment and textile man-
ufacturers in our delegation and they are
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investigating the possibility of setting up
factories there. But they will have to con-
sider the power shortage and the US em-
bargo. However the labour supply in the
South is abundant. Another obstacle is
that Vietnam has very small quotas for ex-
porting to say EC countries and the quo-
tas are allocated to state-owned factories,
not foreign investors.

“They have established two export de-
velopment zones. They are probably
learning from China and elsewhere. The

Meeting with SEPZONE, an export processing
zone about 19 kilometres north of Ho Chi
Minh City.

“There is a very bright future for our
entertainment-related industries, such as
TV, our Cantonese songs and karaoke
night clubs. One night club in Ho Chi
Minh City is already operated by Hong
Kong’s New World Group. The group is
going to build an hotel in the centre of the
city. They have the land. There was a
small hotel on the site which they turned
into a night club.

“Lots of things are happening. Taiwan
had already built a brand new office tow-

REBEERHONIERRETEEHE - ZHOMIE
IRAEAHLULH+ARE

infrastructure is built in and includes per-
haps port facilities. One is just opposite
the City on the other side of the Saigon
river. One is about 19 kilometres away.
Surprisingly that piece of land was devel-
opment by investment from China
through a Hong Kong company.

“In fact, you can see a picture of grow-
ing regional cooperation and invest-
ment,” Dr Y S Cheung says. “Trade be-
tween Hong Kong and Vietnam has in-
creased. Domestic exports from Hong
Kong rose by 84% to HKD198 million in
1991 and re-exports grew 180% to the
value of HKD2.76 billion. Total exports
grew very dramatically last year.”

“The internal market of 68 million
people is very big, provided those people
have consumer power. But judging from
Ho Chi Minh City, already many people
have that consumer power in disposable
income. We have a very good chance in
the hotel industry. Tourism is doing very
well. Air flights to Vietnam are increasing.
In a very short time we will have a daily
direct flight from Hong Kong to Ho Chi
Minh City, except Fridays.

er to rent to foreign investors. It has a river
view. Lots of Japanese and Taiwanese
trading companies are there already.
Hong Kong companies are there and so
are the French.

“This is a place of hope, a business
city in the making.”

Dr Y S Cheung says one’s expectations
of going to Cambodia are of a war-torn
Phnom Penh, a city in ruins.

“But, in fact, when you arrive there you
are so surprised. The airport is five-star com-
pared with Vietnam. And when you arrive
at your hotel you find it is first class, well-
managed and well-equipped. The service is
just like you would expect from a four or
five-star hotel anywhere in the world.

“You wouldn’t imagine, with the Paris
Peace Accord signed only last October,
that there would be such an hotel waiting
for you. In fact, it is a hotel run by returned
Cambodians and some Singapore invest-
ment. It has been thoroughly refurbished.

“It’s a stone’s throw from Prince Si-
hanouk’s Palace and it accommodates
UN high officials and most of the ambas-
sadors. It's a wonder!

|




“Apart from that you can see Phnom
Penh is a very well-planned city of boule-
vards, trees and villas. It is surprisingly a
very peaceful city. The law and order is
much better than we expected.

The UN Force is an important stabiliser.

“There are lots of business opportuni-
ties in Phnom Penh because they have
nothing. There are no industries there.
The whole country has a very poor infras-
tructure but is rich in agriculture. We
were told that rice production was suffi-
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cient to feed their own people.

“The economy seems to be more open
than Vietnam. They began to open up the
country in 1989. Though the Cambodians
are not very good at understanding outside
business practices, their whole economy is
more laissez faire than Vietnam.

“Their banking system is also better.
They have a joint-venture, foreign-managed
bank there. The top management is Thai.
That bank is doing the daily UN personnel
remittances in and out with no interference
from the State Bank.
The bank also gives
mortgages on pur-
chases of local hous-
es and finances joint
ventures.

“Lots of Viet-
namese girls go to
the nightclubs in
Phnom Penh. Many
overseas returnees
have bought land
and houses or re-

Mission members
inspect the
products of a State
owned Legamex
factory.
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possessed their former properties and be-
gun to resume business.

The third wonder to us was that most of
the land in Phnom Penh is in private
hands. One of our delegates wanted to buy
a piece of land to build an hotel and found
no land was being offered by the Govern-
ment. He had to go to the private market.

“Provided there is political stability we
came away feeling that given time Phnom
Penh will develop into a prosperous city.
The impression we got was that the Gov-
ernment is in control of Phnom Penh.

“The officials are a bunch of young peo-
ple confident about their future. It is a virgin
island ready to cooperate with foreigners but
with virtually no industries. Potential indus-
trial investors able to avail themselves of
cheap labour and land will have to ask
themselves whether or not they can make
their factories self-sufficient. Probably they
would find it difficult to get accesories ex-
cept through their own resources outside.

“They would have to export, too, be- :
cause the domestic market is small. The peo-
ple are poor and dispersed in a country with
not much infrastructure. To export a manu-
facturer would have either to truck his goods
to Ho Chi Ming City or use Cambodia’s only
port in the south on the Gulf of Siam. A third
routing would be into Thailand.

“I think the immediate future for Hong
Kong in Phnom Penh is in tourism and
entertainment.” 2]
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SOUTH CHINA

Guangdong miracle

Vice Governor offers 1,000 more opportunities to Hong Kong investors

hile patriarch Deng Xiaoping's
vow of 100 years of reform and
open door was being enshrined

in China’s official policy by members of
the National People’s Congress in Beijing,
Lui Ruihua, Vice Governor of Guang-
dong, was in Hong Kong explaining how
South China intended to make Deng’s
vow work.

Lui Ruihua, who established his name
for getting things done as Mayor of Fos-
han City, addressed a HKGCC business
luncheon. His visit to Hong Kong was to
lead 21 delegations from municipal gov-
ernments and cities in Guangdong. The
Guangdong delegations jointly intro-

breakthroughs will be |

made.”

He said Guang-
dong had, since 1979,
developed its econo-
my rapidly. Between
1981 and 1990, the
gross domestic product
and national income
annually increased at
the rate of 12.3% and "
11.4% respectively. In
the last two years it |
went on increasing at a
rate of more than 10%, |
further strengthening |

duced 1,000 economic co-operation pro-
jects to Hong Kong investors at the well-
attended Guangdong Fair ‘92 in the Hong
Kong Exhibition Centre.

Lui Ruihua told HKGCC members at
the business lunch: “As you all know, the
Plenary Session of the Political Bureau of
the Central Committee of the Communist
Party of China was held recently. This ses-
sion, stressed activating reform, opening

2 £

Lui Ruihua

the economic power
of the Province. ~

up to the outside world and quickening
the development of economy in current
favourable circumstances.

“It can be predicted that this will great-
ly promote the development of Guang-
dong. From now on to the end of the cen-
tury is a key period in which economic
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Guangdong had tak-
en the lead in adopting restructural reform
to invigorate the domestic economy-by or-
ganising every economic activity to com-
pete internationally.

Lui Ruihua said during the decade, the
total value of trade increased annually by
an average 20.4% of which 17% annually
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Lui Ruihua addressing the luncheon. EmERFRSRE EHE

was exports. Last year the value of total
trade reached USD22,197 billion, an in-
crease of 36.1% over 1990.

Use of foreign investment reached
USD2.583 billion, an increase of 27.6%
over 1990. By the end of 1991 the num-
ber of joint ventures, cooperative enter-
prises and solely-owned foreign-funded
enterprises had reached more than
16,300. They had become a constant part
of the Guangdong economy.

-~ “The facts show that reform and open-
ing up to the outside world is the way of
strengthening the nation. We will stick to
it for 100 years,” Lui Ruihua said.

He explained Guangdong would seek

wider international cooperation in invest-

ment by widening the open layout of the

| special economic zones, coastal open

cities, coastal open areas and the inland
mountainous areas. It would seek cooper-
ation and investment in science, technol-
ogy and culture. And it would further acti-
vate the domestic economy and give the
cities and counties much more power in
approving foreign economic investment
projects. The investment environment
would be further improved.

“For more than 10 years, Guangdong
has made great achievements in energy,
transportation, telecommunications,
tourism, construction and improvement
in investment in the environment.During
the 8th Five Year Plan, Guangdong will
keep on implementing the policy of de-
veloping energy resources, transportation,
telecommunications and basic industry.
Eighteen important power projects and
15 transportation and telecommunica-
tions projects will be arranged.

“In the meantime, a set of foreign eco-
nomic laws with comparatively complete
categories and contents will be set up to
improve efficiency and create a much
better investment environment for friends
throughout the world who come to invest
or to do business in Guangdong.”

Lui Ruihua said: “The economic and
human connections between Hong Kong
and Guangdong have been close. In recent
years we relied on each other to develop
our economic cooperation. Great benefits
have resulted on both sides.

“Among the foreign investment and for-
eign invested enterprises in Guangdong,
80% are from Hong Kong investors. Eighty

percent of the exported products of Guang-
dong are sold in Hong Kong or transported
via Hong Kong. We cherish our coopera-
tive relations and sincerely hope to further
develop them. We hope our cooperation
will be wider and much more fruitful.”

Lui Ruihua said among the 1,000 pro-
jects Guangdong municipalities and cities
were offering Hong Kong investors were a
300,000 tonne ethlene plant, a triple su-
per phosphater calcium project, a urea
project and an iron and steel mill.

In adition, he said, there were many
hi-tech textiles, electronics and machin-
ery manufacturing projects together with
a forest-paper combination plant. There
were other opportunities in polyamide fi-
bre cutting equipment, air compressors,
diesel engines, elevators, digital and au-
dio equipment.

“I hope we can provide more opportu-
nities for cooperation for industry and
trade between Hong Kong and Guang-
dong, promoting the economic prosperity
of both sides,” he said.

A questioner complained about the in-
creased price for commercial flats in the
Pearl River Delta area.
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Lui Ruihua replied that the policy was
to encourage foreign investors to develop
land in the Delta together with supporting
facilities. But if foreign investors come to
Guangdong solely for development of
commiercial flats, then that would cause a
problem of expensive prices that local peo-
ple could not afford. Guangdong did not
like to see property prices out of its control.
It would work on policies to control prices.

Replying to another question, Lui Rui-
hua explained China was working on a
probability study to introduce Certificates
of Origin because China wants to be a
member of GATT. He assured the question-
er he was aware of the need to protect the
interests of foreign investors in Guang-
dong.

HKGCC Vice Chairman Martin Barrow
hosted the lunch. He said: “To Hong Kong
investors, the nearby Pearl River Delta is
by far the most easily accessible, depend-
able and convenient offshore production
base. Strong kinship ties, low labour
costs, low land costs, physical proximity
with the Province’s well-developed com-
munications and transport systems have
made the region the best choice for Hong
Kong investors.

“Over the past decade, numerous
Hong Kong manufacturers have moved
part or whole of their production facilities
across the border. Guangdong is indeed
the most popular choice for overseas in-
vestors as some 60% of the nation’s for-
eign investments are concluded in the
Province.” |
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“How’s the Taiwan econom
- doing? Just count theadsin
- Asian Sources magazines »

So says Tommy Lin, Exhibition Department Director at the China

External Trade Development Council (CETRA). ASM Group P S—
magazines are available well before the official trade figures. G'“S“qu
And according to Mr Lin, the volume of Taiwan b
advertisers in the magazines is a useful indicator of
Taiwan's economic growth.

Each year, Asian Sources magazines create millions of
dollars in sales for Asian products. The figures are very
impressive. In 1991 some 8,500 companies reached
more than 250,000 buyers around the world, simply by
appearing in one place. On a page of an Asian
Sources magazine.

The only thing our advertisers had to worry about & E“;* ‘
was how to deal with a steady stream of inquiries. (701161‘;)0(}}?(13%11:5
A record 1.8 million were channeled through to
advertisers last year.

Red-hot hy}

dupn hilies bybrid 4 output ;

We operate with the world's largest and most
sophisticated database of Asian suppliers and over
600,000 records of suppliers and readers. If you - 4
are interested in being one of our successful subscribers = | N
or putting your products where they are hard to miss, E———
call our Customer Services Department at (852) 555-5935 or

fax (852) 873-0639.

THE

ROUP

The Asian Sources Media Group

Canada ¢ Germany * Hong Kong * India  Indonesia * Japan ¢ Korea » Malaysia ¢ Netherlands ¢ Philippines ® Singapore * Taiwan » Thailand « U.S.A.
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"l New Models

¢\ BH-50P and BH-70P V series
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AKEI PLASTIC MACHINE MANUFACTORY
has been in the Blow Moulding field since

the 1960's — 30 years of experienced high
quality production. Our machines have received .
wide acctaim from our customers worldwide, -
and are well known for their durability. These p—

machines combine the best of advanced Euro- ‘

pean, Japanese and USA technology by using
their top of the line components. — This insures
consistency of quality and levels of production.

Most of the credits for the new AKEI BH Series of
machines must be given to Mr. Bill Heath of
Brisbane, Australia, who has been in the Blow
Moulding field for the past 35 years. His experi-
ence and knowledge of European and American
Blow Moulding Machines, and also his talents
in engineering design, have resulted in valuable
contributions in the development of the new
BH Series. The initials "BH" in the BH Series is
in honour of Mr. Bill Heath.

SPECIAL FEATURES IN THE NEW BH

. Modern design for durability, safety and
greater flexibility of production capabilities

Vickers Hydraulic system of USA E

Festo Pneumatic system of West Germany @ @ E
Moog Parison Programmer for automatic wall thickness control E - ﬁ . -
. Japanese Microprocessor controls for safety and quality AR

Single Nitrated extruder and cylinder suitable for producing PE, PVC or PP

Japanese Inverter with ordinary electric motor provides energy saving, quiet operation, constant low temperature
and variable speed control as compared with the AQ Series of machines.
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-

REbSLE  MALRURE

A EBVICKERS BB = &

76 B Festo | 3 7T 14
EHESEMOOGL 8 E B &
BARSER®H
EAFMERILEESER

No o s e

©

Caseharden polished gears for durability and quiet running of gear box

©

Separate oil tanks and coolers for mould clamp hydraulic and servo-hydraulic
10. Discharges container in up-right position for automatic deflashing of top, bottom and handle - also permiting
flaming, leak testing, filling and labelling extremely easy.

BAXNGSIEAREZEHNE
A BEBYERKD - BEAN

Akei provides the AQ series of machine in a full range of models, complete with specifications with capacity ranging
from 250 mi to 200 litres. Custom made machines can be manufactured to suit your own specialized needs.
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81 87 F 4L IERE g T E)%E
AKEI fully automatic blow moulding production line ;zilei:\?%ﬂ?;‘ge'?:g I?gz‘;tﬁgoggvcgrﬁwafd and

HHEERBNEMBARLA
AKEI PLASTIC-MACHINE MFY. LTD.

1/E, BLOCK A, B, C, D, E, F, KA MING FACTORY BUILDING, NEEF LLE688-60FERLTIHmMAEl FIABCD
688-690 CASTLE PEAK ROAD, KOWLOON, HONG KONG. FLBEBRAS 74562 KCL B @EE : (852)7859560
P O. BOX 74362 KCL T 7411312, 7439273

TEL.: 741 1312, 743 9273  FAX: (852) 785 9560
CABLE: “AKEIBLOW” TELEX: 37498 AKPMM HX EE . AKEIBLOW E %R : 37498 AKPMM HX



AUSTRALIA

Re-orienting towards Asia

John Dawkins rebuts misconceptions about the Lucky Country Down Under

ohn Dawkins told a joint HKGCC
J and Australian Chamber business

lunch on 10 April that structural
economic and other changes going on in
Australia were altering the character of
Australia and Australians. Australia was
re-orienting toward Asia.

The newly appointed Australian Trea-
surer was in Hong Kong on his first visit
to the region in his ministerial capacity.

He said there was once a time when a
newly-installed Australian Treasurer would
have first visited London. Later on, the pri-
mary destination moved to New York.

But it seemed to him that the time had
now come when the Australian Treasurer
should recognise the reality of the current
Australian economic relationship and visit
the major financial centres of this region,
Tokyo, Hong Kong and Singapore.

He said he had just come from Tokyo.
Japan was the destination for the major
part of Australian exports; Australia’s
largest source of imports; and, its largest
source of capital.

Hong Kong (his second port of call), he
recognised as a very important economic
partner for Australia; Australia’s major
source of new settlers; and its major

| source of a large and rapidly growing pri-

vate student population.

John Dawkins said a dramatic struc-
tural economic change was going on in
Australia. Those perhaps unaware of what
was happening in the economy were
sometimes plagued with an outmoded
stereotype of Australia.

Australia, he asserted, was among the
top 10 of OECD advanced industrialised
countries on the basis of its GNP. The size
of its GNP was third only to Japan and
China in the Western Pacific region. It
was larger than the combined GNPs of
the six ASEAN nations. Australia was
well-know as a high-quality, efficient sup-
plier of commodities to the world.

“Increasingly we are seeing a great di-
versification of what Australians can offer
to the world and what Australia particu-
larly can offer to the region. In the areas
of the legal profession, accounting, engi-
neering, construction and transport look
anywhere and you will see an Aus-
tralian,” John Dawkins said.

“Even the try that put Hong Kong into
the position to win the Ruby Sevens Plate ti-
tle was scored by an expatriate Australian.”

The Australian Treasurer went on to

John Dawkins ft&H1h

conceptions might have — or
had in the past — some basis in
fact. All misconceptions, all
stereotypes, were at least based
to some extent on reality, even if
that reality was now out-of-date,
he said.

views:

® Australia is a high-wage, low-
profit country, prone to industri-
al strife.

@® Australia is a high inflation
country.

® Australia is a high-tax country,
which serves to discourage in-
vestment.

® Australia is a European out-
post, not seriously engaging in
the region and containing some
of the remnants of its White Aus-
tralia Policy.

@ Australia is no more than a
farm and a quarry.

John Dawkins said there had

deal with what he called some of the
commonly-held misconceptions about
Australia, though he admitted those mis-
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been a quite radical transformation in in-

dustrial relations in Australia basically be-
cause there had emerged within Australia
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a broad-based consensus about the need
for Australia to become a more competi-
tive, outward-looking economy. One
which could no longer rely on tariff pro-
tection and other kinds of subsidies as a
means of keeping out competitive pres-
sure from the rest of the world.

“As a result of that consensus — which |
might say is very much shared by the trade
union movement as much as it is by the
business community itself — we have seen
a great change in terms of attitudes to work,
attitudes in the workplace and questions
about wages and industrial disputation.

“There has been very real wage re-
straint over the past eight years, which
has conversely had the affect of greatly
improving the profit-share in the Aus-
tralian economy. Real wages have fallen
by around 5% since 1982-83,
underpinning the very strong employment
growth that occured just after that period
and, of course, the rising trend in the
share of corporate profits in GDP.

“As well as that, industrial disputation
has fallen dramatically. In December last
year, the number of working days lost was
the lowest figure in any month for 30
years. And this was not just a one-off phe-
nomenon. Between 1983-89 the average
number of days lost in Australia was be-
low that for the OECD as a whole.

“We are now seeing a major, if orderly
transformation, of industrial relations to-
ward enterprise bargaining which will see
a direct link developed between wage in-
creases and improvements in productivity.
That is a major change for Australia and
one which I’'m quite sure is going to see a
continuation of this transformation of atti-
tudes, as workers in the workplace see
their interest being more directly linked to
the fortunes of their particular employer.

“This improvement is not confined to
wage fixation and industrial relations gen-
erally. It has been partially because of this
consensus and this drive for greater com-
petitiveness that there has been such a
move to improve the economic infrastruc-
ture of the Australian economy.

“The so-called changes in micro-eco-
nomic reform, are about improving the
transportation system, about improving
the telecommunications system and so
on. As much of the pressure for that
change is coming from the trade union
movement as from anywhere else, be-
cause it is the workers in manufacturing
that understand that the inefficiencies on
the port are affecting their ability to com-
pete with the rest of the world.”

Turning to inflation, John Dawkins
said: “The headline rate for 1990-91 was
1.5% the second lowest among OECD
countries and, of course, well below that
of many of the economies within this par-
ticular region.But just as importantly,
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there is now the very real prospect that in-
flation will remain permanently low.

“Inflation expectations are now much
lower than they have been at any time for
about 20 years. This means we have bro-
ken the back of that view in Australia —
even at times of relatively low inflation —
that this was going to be a short-term or
ephemeral phenomenon. That even if it
was low, it would bounce back to higher
more traditional levels.

“Of course, the idea of low inflation,
and low inflation expectations, reinforce
each other and provide the opportunity for
continuing low rates of inflation. More im-
portant than that, probably, is the fact
wages being a boost to inflation — as they

have been at crucial times in the past —
there is now a wages policy framework
agreed between the Government and the
trade union movement which will see
wage settlements reinforce a lower rate of
inflation rather than be a spur for a higher
rate because this framework involves the
maintenance of inflation at rates equal to or
below those of our major trading partners.”
On high tax, John Dawkins said it was
not surprising that from the vantage point
of Hong Kong Australia may look like a
high-tax country. But it was important to

put this in some form of perspective.
Australia was a highly-developed
country with a well-established and there-
continued on page 44

John Dawkins with his host, Paul Cheng and Chamber Director Brig lan Christie.
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TRADING PARTNERS: UNITED KINGDOM

No special favours

Peter Heap dismisses charges over airport project contracts

eter Heap, Senior British Trade

P Commissioner, says in a farewell

interview he cannot remember in

32 years service in the UK diplomatic ser-

vice ever leaving a job quite as pleased with
the results he has achieved in Hong Kong.

“UK visible trade exports to Hong
Kong are very pleasing from my point of
view. Last year our exports to Hong Kong
rose 12%. British exports worldwide rose

“only 1%. Hong Kong, by virtue of that
12%, moved up in Britain’s league table
of world markets from 18th to 15th place.

“Hong Kong is now abigger market for
the UK than India. Bigger than Australia and
two or three times as big as China. That is
dramatically good — and | say to my visitors
that's not bad when you can see nearly all of
Hong Kong from my office windows.

“We exported to Hong Kong GB1.38
billion pounds worth of goods. It is a
tremendous achievement.

“And since then, in January of this year
our exports to Hong Kong rose 54% on
January 1991. December 1991 was also
up 20-odd% on December 1990.

“The trend is very pleasantly upwards.
After working rather hard for three years
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Peter Heap said he found it |
pretty irritating comment to read
in the newspapers that British
firms were suspected of being
favoured in getting PADS con-
tracts. The headlines, such as
“British firms sweep port con-
tracts,” were very misleading
when they were only talking
about the number of consultancy
contracts awarded.

Stoutly defending these con-
tracts, he said: “British civil engi- |
neering consultants are very
strong right around the world.
They are very famous and very
good. Consultancy is one of
Britain’s best areas of overseas
activities. They are particularly

on trying to improve British exports to
Hong Kong, it is extemely satisfying to see
these increases. | don’t want to be seen as
if I'm claiming any particular personal
role in this achievement. But nonetheless,
our job together at our trade commission
has been to work at improving UK exports
— and we have improved them”

AEH BPAR

TEBB+HASANBE BE=F K
RAOREEFRBEHOES > REMER
EFoREEHD  HBEBKHEALENLIEE
REREEHENE S » MERMEEEST
SEREE o

EREER > (B R RBSHRRR
) TR ERR AN » REMEEEG KT
BEf » it ERRE NEREEERE
B HERA - AR A RRIERE -
R AN EEVEEEHAEN TES
M SREMEERERDES  RAARA
LER LERHEEMTEES -

e FERL- AT EBEMKERDSE
R4 > MBEMRSE T EBIEN EH+HE
BIRER—IE - BEMAFEEHIRELE
WiRE  MASEEEIHEE ~ B L&
BLBEHOARAT - RTEHEEBN > B
AT R AR Y FIE TR TR
BRI ©

TR TEBEMAERAT AR » ZA
FREREA LA - (BB RTETHERE R
B EEAATARELR » #FEFNTER

strong in Hong Kong and most
of the companies mentioned are huge,
employing hundreds of engineers. Out of
Hong Kong they have managed a great
deal of their work around the world.
“One of these consultants, Maunsell
for instance, though originally a UK com-
pany, now has a Hong Kong base bigger
than its British base. A lot of its world ac-
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Great time to be in Hong Kong

eter H Heap, who af-
P ter three year’s ser-
vice is leaving Hong

Kong to become British Am-
bassador in Brazil, says one of
the things that has made his
three years particularly good
in Hong Kong is that, contrary
to world expectations, he has
seen confidence within the
Territory rise.

“The events in Tiananmen
Square happened just after |
arrived, he says. “Confidence
is higher now than when | ar-
rived. People at that time ex-
pected confidence to sink.

“You don’t now hear so
much about people planning
to leave. You don’t hear so
much about the need for
British passports. Nor, do we
hear so much about the im-
portance of 1997. | think the
people are feeling very buoy-
ant. Rightly so.

Question: During your
stay in Hong Kong you have
completed arrangements for
British representation in
Hong Kong after 1997?

Peter Heap: “Pretty much,
yes. There will be a British
Consulate General from july
1,1997. We have worked out
an arrangement with the

Hong Kong Government
whereby we have a very at-
tractive site. We are now in
the process of selecting ar-
chitects to design the build-
ing and we hope it will be a
design that will be worthy of
the Hong Kong skyline.

“But it won’t be one of
those monster towers be-
cause we can't afford that —
and we won’t need it. It will
be a building of distinction.
In putting guidelines to
prospective architects we
have had to take some deci-
sions on the space required.
Lord Caithness on his last vis-
it here gave some figures
about our requirements.

“Those numbers were
pretty interesting. They are
high numbers in terms of
diplomatic missions around
the world. A lot of people are
likely to be working in the
Consulate General. This of-
fice which I have had the
privelege to run in the past
three years will, of course, be
the nucleus as we advance
toward that period.

“There are debates about
what should be the particular
items within the Consulate
General’s establishment but

BEETHEARE  MALREEETE

we have a shrewd idea of our
overall requirements.

“We are on course. Hope-
fully, the Consulate building
will be up and running well
ahead of the middle of 1997.
We are looking toward 1996
or thereabouts, perhaps even
as early as late 1995.

“This office, together with
the British Council and one or
two other bits of the Foreign
Office presence here, such as
the Foreign Office Procure-
ment Office, will then move in.

Peter Heap says he did his
national service in Ghana
and his last post was Nigeria.
He’s been 32 years in the
British foreign service. He
obviously has found it a re-
warding career. One of the
features he likes about it is
that it has taken him to many
parts of the world.

“You stay in a country long
enough to get to know it well,
but then you move on. Then
you get to know somewhere
else well in the same sort of
way. It's my ninth posting. I've
been in Africa, South Ameri-
ca, North America, the Car-
ribean, and the India sub-con-
tinent, but only a small peri-
od in Europe (Dublin) plus

HEH o

spells in London.”

He says his work has been
just as varied. He’s done com-
mercial work here. In other
places he did political and de-
fence work — as well as four
years as deputy director of
British Information Services in
New York.

“Here in Hong Kong its
been a fascinating job trying
to improve Britain’s exports
to Hong Kong but also hav-
ing the role of a British Gov-
ernment representative
building up this post toward
the Consulate General that
will be established.”

Looking ahead to his new
position as British Ambas-
sador in Brazil, a very excit-
ing place with boundless op-
portunities, Peter Heap says
he will be looking at much
more than trade prospects.
Unfortunately, he was going
to miss the big global ecolog-
ical conference in June in
Brazil.

It is likely that the British
Prime Minister will attend.
He will be taking up his post-
ing in July or August. He
will be in the meantime
working very hard on his
Portuguese. ==
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tivities are managed from its Hong Kong
office. Given a situation when in Hong
Kong you have sizeable local projects |
would expect companies like Maunsell to
do well. In fact, | would be shocked and
scandalised if they didn’t.

“By and large there are not consultants
from other countries in Hong Kong of the
same size or scope doing the same sort of
work. The consultants that have been
mentioned as having won contracts have
been here for many years and are very
well entrenched, very well established
and very well experienced.

“Mott MacDonald, one of Britain’s most
famous consultants, gets a mention. They
have been working on the design of the
bridge that leads to the new airport for years
and years. They produced the design that
was put out to tender for the bridge’s con-
struction contract. Obviously, a company
that has been involved with Hong Kong that
long is going to do very well and be suffi-
ciently knowledgeable and experienced to
expect to win some of the PADS contracts.”

Peter Heap agrees Britain’s traditional
reputation for having the world’s best civil
engineering consultants was a legacy that
began in the days when Britain had an em-
pire. Colonial administrators in many parts
of the world used them to solve their engi-
neering problems. The result was they ac-
quired worldwide experience and were
able to apply their solutions in one place to
solve somewhat similar problems in others.

“Hong Kong is a British colony. Its

‘Why point the finger
and say there must be
something wrong if a
British company gets
a contract?’

links with Britain are closer in a great
many ways than with any other country. |
would therefore expect British companies
to do very well in Hong Kong. They have
been here longer. And this is a commer-
cial place. What makes the Hong Kong
skyline so successful is commerce and in-
dustry. And where did all that success be-
gin? [t mostly began with British compa-
nies coming here and setting up here.

“It came with the Jardines and the
Swires and the founders of the Hong Kong
and Shanghai Bank and the other pillars
of Hong Kong, British all of them. They
made Hong Kong in the large part with, of
course, the participation of all the inhabi-
tants of Hong Kong. So, of course, British
companies are well-established here and
one would expect them to do well.”

Peter Heap says: “The critics of
Britain’s successes in these contracts don't
mention all the big contracts that other
consultants have won from other coun-
tries. On the airport itself a British Group
has won the contract for the design of the
terminal. In terms of the overall airport
contracts that is not a major contract even
among those that have been let so far.

TRADING PARTNERS — ‘

Bechtel of the US, a firstclass company,
has won the contract for the project man-
agement of the whole thing. A huge con-
tract. Kumagai Gumi, of Japan, have won
the advanced works contract at Chek Lap
Kok, another dredging contract at Chek
Lap Kok and across in West Kowloon still
another dredging contract.

“They are all bigger contracts than any
British company has won yet. So don’t
give me this nonsense. Greiner have
played a big part in the production of the
master plan. Morgan Stanley of the US is
overall financial adviser. There are stacks
of non-British companies that have won
major contracts. Now why on earth |
should people say, if a British company ‘

“The big ones are all still to come.

gets a contract, that it must be because
someone is fiddling things.”

“They don’t say that when a Japanese
company or an American company gets a
contract. Why point the finger and say
there must be something wrong if a British
company gets a contract? It’s ridiculous.
Totally ridiculous!”

Peter Heap goes on to say most of the
British firms that have won contracts are lo-
cal partnerships. They are not direct sub-
sidiaries of British companies so the money
they make will largely stay in Hong Kong.

He concludes:”I've mentioned Britian’s
successes in exporting to Hong Kong but |
should add the British share of Hong Kong's
total market is just 2.2-2.3%. That's one of
the lowest rates in the world. All around the
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Asian region our average is about 4%. Our
worldwide average is 5%. In Vietnam,
where there are no special British connec-
tions whatsoever, we have 2.6%. But here
we have only 2.2-2.3%.

“Japan sells eight times as much to Hong
Kong as Britain does. America sells four
times as much. So if we are cooking the
books we are not doing it very well, are we?

“Our small market share surely illus-
trates we are not getting any special favours
from Hong Kong. Quite the contrary.”

The departing British Senior Trade
Commissioner says Hong Kong’s future lies
in developing its partnership with China
and the rest of the world. Only the day be-
fore this interview he had been present at
the provisional signing of a contract that
was the biggest success for a British ex-
porter since he had been in Hong Kong.

GEC with its French partners signed a

GB550 million pounds contract with
Hopewell and the Guangdong Power Au-
thority. It was a fascinating example of a Chi-
nese public authority and one of Hong
Kong’s most exciting entrepreneurs, Gordon
Wau, taking on the task of building another
power station to the one they have already
built in Guangdong and a British company
with British equipment helping with that job.

“So you have a triangle of UK, Hong
Kong and China all helping economic de-
velopment in Guangdong Province which
we all know is one of the fastest growing
industrialised parts of the world. It demon-
strates the opportunities in this region:

“1 think more and more we have to
think of the region as one economic unit
that obviously will help Hong Kong enor-
mously. Hong Kong with all its interna-
tional aspects, its service industries, its fi-
nancial centre and its expertise, its inter-

national law firms here and so on, can
provide the sort of services that the
Guangdong type of industrial develop-
ment will require.

“Hong Kong’s facilities with outside in-
ternational companies and with Guang-
dong’s development will guarantee Hong
Kong a very bright future.

“For instance, without the energy re-
sources developed by China Light and
Gordon Wu in conjunction with GEC
equipment what has happened in Guang-
dong never could have happened. The
Province biggest single need is still power
and British involvement has been in ev-
erybody’s interest, Peter Heap says.

This brings him back to the rather petty
criticism of British firms winning PADS
contracts in competition with internation-
al companies here when-in fact it is all in
Hong Kong's own interest. (]

Re-orienting towards Asia
continued from page 38

fore extensive social and economic infras- .

tructure which needs to be supported
sometimes by government expenditure.
Therefore it was only reasonable that one
should compare Australia with other
countries which have a similar quality of
social and economic infrastructure.

“When you look at Australia in that
context — the context of the OECD —
you find that Australia is the second low-
est taxed country among the OECD coun-
tries. The Australian corporate tax regime
is also competitive, and increasingly so,
as a result of decisions announced a
month or so ago.

“The combined effect of a moderate tax
rate (39%) and dividend imputation keeps
the tax wedge on the return of sharehold-
ers’ equity very modest and at the corpo-
rate level the incentive to invest has been
greatly enhanced by the changes which
have been made to the depreciation
regime which has introduced accelerated
depreciation particularly in relation to
longer-life assets which now allows plant
and equipment, with an effective life of 20-
30 years, to be written off approximately in
seven and a half years.

“When you put all these factors togeth-
er with some of the other taxation arrang-
ments that exist — for instance, special ar-
rangements for expenditure on research
and development — and compare that to-
tal tax package with other countries — not
just OECD countries but some countries
within the region as well — we now can
claim that the Australian taxation system
confronting companies, particularly in re-
lation to the treatment of investment ex-
penditure, is highly competitive.”

"Defending Australia against the mis-
conception that it was a European outpost

not serious about engaging with Asia,
John Dawkins said Australia’s trade per-
formance had changed to a much greater
orientation with Asia.

“The share of our exports going to Asia
has increased from 46% 10 years ago to
55% in 1991.The most significant aspect
of this is that, while Japan’s share has
remained roughly the same, all of that
growth could be accounted for by in-
creased trade with countries like Hong
Kong, Korea, Taiwan and the ASEAN na-
tions. That'is where the great change has
occurred in terms of Australia’s exports.

“While Japan occupies a position of
taking something like 27% of our mer-
chandise exports, we have now got a new
market, equivalent to the size of our
Japanese market made up of the other
countries in Southeast and Northeast Asia.

“As far as our imports are concerned, the
share of Australia’s imports accounted for by
Asia has steadily increased over the last 20
years from 25% in the early 70s to 36% this
year. The big winners have not just been
Japan but the economies of Korea, China,
Taiwan, Singapore and Indonesia.

“Investment flows between Australia
and Asia also have climbed.In the five years
to 1989-90 the stock of Australia invest-
ment abroad accounted for by Asia coun-
tries increased from 13% to over 15%.
Conversely, there has been a sharp rise in
the share of foreign investment in Australia
coming from Asia, mainly accounted for by
Japan but with increasing; amounts coming
from other Asian countries.

“So, this relentless process of reorient-
ing Australia towards Asia is something
which has occurred very dramatically in
the last 10 years, increasing so in the last
five years and it is something that will
continue apace in the future. It is not
something confined to economic matters.
The composition of our new settlers in

our migration programme has seen a ma-
jor change towards Asia.”

John Dawkins said Australia was now
less reliant on its commodity exports,
answering the misconception that Aus-
tralia was nothing more than a farm and
a quarry.

“These will necessarily always consti-
tute a major part of our export income but
we also recognise we can’t simply rely on
commodities. We are not likely to have a
continuing rise in commodity prices and
it is probably as bit more likely in the
longer term that the reverse will occur.

“Therefore, we have taken the very de-
liberate decision to move to a much
greater concentration, much greater em-
phasis, on manufactured exports which are
the area of fastest growth in the world
economy generally. Manufactured exports
as a share of total exports have increased
from 10% to 15% in just seven years.

“So that's a larger share of a much larger
cake. In 1991 manufacturers as a group
were our No 1 exporter earner, ahead of ru-
ral exports, metal, ores-and minerals,
tourism and coal. In the five years to 1990
Australia’s manufactured exports grew at
the fastest level of any country in the OECD
and at twice the average rate (operating
from a much lower base).”

John Dawkins said these misconcep-

tions about Australia were perhaps widely-

held here. They were increasingly irrele-
vant as a description of what is happening
in Australia.

The character of Australia has changed
and the character of Australians has
changed as they recognise the importance
of Australia becoming more competitive, of
opening up its economic boundaries to the
rest of the world, and being only able to
compete as a result of improving Australia’s
productivity, improving its efficiency and es-
sentially lowering its cost structure. 5
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Information systems

The importance of computerising human resources records

arious aspects of day-to-day busi-
ness are now computerised. The

process has had its effects in the
operating procedures of human resource
departments. The era of storing paper
records in filing cabinets, the continual te-
dious processes of updating records from
manual files, the duplication of data and
time consuming searches for employees’
information is rapidly disappearing.

The emergence of Human Resource
Information Systems (HRIS) are causing
these practices to change, allowing com-
puterisation, collation, analysis, mainte-
nance and reporting on data. This en-
hances businesses, allowing human re-
source professionals to focus on strategic
and creative management techniques.

Computerisation initially began with
payroll software on powerful mainframe
computers which increased the processing
speed and data accuracy. With today’s ad-
vances in technology, personnel practition-
ers have the same level of processing pow-
er using desktop PCs running HRIS, access-
ing and retrieving data in a few keystrokes.

HRIS can cover all aspects of human
resources. Generally modular in design,
they can be integrated to form a complete
system. There are four main application
areas: Personnel, Payroll, Recruitment
and Training.

Personnel
A personnel system can ease the day-to-

BY STEVEN CHANG,
Sales and Marketing Manager,
Peterborough Software.

day administration tasks of a personnel
department. The system can store data on
personnel details, pay and compensation
benefits, manpower data, performance re-
views, training development etc. This
data can then be retrieved and manipulat-
ed to produce sophisicated reports, such
as headcount, manpower turnover, salary
related to grade, etc.

Additional systems often incorporated
into the personnel function are Leave
Management and Position Control. Leave
Management keeps track on individuals
absence through sickness, holidays and
lateness. Position Control enables organi-
sational charts to be produceed easily.
Budgeting for position and who holds the
position can be performed.

Payroll

Employees need to be paid on time and ef-
ficiently. Thus, one of the most widely used
computer applications is Payroll. Employ-
ees’ individual pay details are stored in a
database which can then be used to calcu-
late a payroll. The output can also be a
cheque or an auto-pay file to be passed on
to banks or as a pay slip. The storage of
salary information on each pay element, eg
tax, bonus payments, overtime and hous-
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ing, can be stored in a history file. This data
can be retrieved at any time to produce tax
forms, analysis reports on a company’s to-
tal housing costs over any historical period,
individual pensions contributions or over-
time payments.

Recruitment

The Recruiting System will allow the stor-
age of prospective candidates details in a
database. Each candidates progress can
be monitored and corresponding letters
for each stage produced; interviews, ac-
knowledgements and rejections can be
produced and sent out automatically.

The recruitment administrator is able
to determine the number of applicants for
any one given position, plus the total
number of vacancies in the company.
Once a successful candidate joins the
company his or her data can be exported
to the main database. ‘

This system will reduce the time taken
to recruit employees by reacting to events
more quickly and by ultimately identify-
ing the most suitable people. There are
many ways to quantify the benefit. Imag-
ine a salesperson with a sales target of
HKD2 million. That vacancy unfilled
would cost the operation HKD40,000 a
week in lost revenue. ‘

Training
A computerised training system can be
developed into a plan of the company’s
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training requirements. The administration
of internal and external courses can be
improved by allocating rooms, equipment
and trainers; by booking students on to
those courses; and by sending out stan-
dard joining letters, producing analyses
on the performance of each course and of
the cost. A training system is unlikely to
save money but may be seen as a long-
term investment vehicle to retain existing
manpower resources as opposed to costly
recruitment exercises.

Succession Planning, Job Evaluation,
Organisational Charting, Manpower Plan-
ning and Graphic Interfaces are also addi-
tional areas that have been computerised
in an attempt to increase the efficiency of
the personnel practitioners.

Companies can generally computerise
their human resource departments in two
ways: Develop an in-house system or buy
a packaged system.

When developing an in-house system,
each company’s human resources require-
ments are normally unique. The company, in
developing an in-house system, would have
to have adequate technical staff to design the
system and to provide on-going support. The
company would need to be in no hurry to
implement the system. It would have to af-
ford time to test and debug the system during
development. The technical staff would need
to have a full comprehension of the compa-
ny’s human resources requirements.

This would, of course, be ideal. But what

often happens is that the
systems and personnel
departments think differ-
ently. What one propos-
es is not what one nces-
sarily gets!

Packaged systems,
on the other hand, pro-
vide a ready-made so-
lution without a com-
pany needing to wait
for in-house develop-
ment. They are de-
signed by personnel
people and come well-
tested and error-free.

They are supported
by the software vendor,
releasing a company’s
systems staffer to per-

ate disciplines.

Looking for work

In July 1992, some 2,300 graduates and 4,500 undergradu-
ates of the City Polyutechnic will be available respectively
for fulltime and summer employment. The Student Affairs
Office will be happy to provide prospective employers
with information on Polytechnic courses and help in the
recruitment process, such as posting up of job advertise-
ments, arrangement of recruitment talks and selection in-
terviews. The City Polytechnic has three faculties of Busi-
ness, Humanities and Social Sciences and Science and
Technology. The faculties have 16 academic departments.
Graduates and undergraduates are trained in all appropri-

Chamber members may contact one of these counsel-
lors: Holly Wong (tel 788 8151), Emily Wong (788 8153),
Gloria Chan (788 8096), Chung Po-yi (788 8148) Eliza-
beth Cheung (788 8101) and Grace Chan (788 8032). M

form critical business
projects and the human resources people
to perform more strategic functions. How-
ever, packaged systems may not meet the
exact functional requirements of the hu-
man resources department. So many ven-
dors offer customisation services to meet
the exact functional requirments.

Support is a main issue for the user.
Will the people who have developed the
in-house system be with the company in a
few years’ time? In Hong Kong skilled
computer personnel often change jobs or
emigrate and the level of support may di-
minish once that key person has left.

Hong Kong’s human resources pro-
fessionals must face this challenge. In
the light of ever changing information
needs and the increased demands on
personnel departments to produce com-
plex- management reports it is essential,
to keep their heads above water, that
they must adopt HRIS to placate senior
management. This will bring personnel
practitioners to the forefront of strategic
planning where they can assist in the
key areas of business management and
thus play a valuable role in top deci-
sion-making. =]
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PRC CERTIFICATES OF ORIGIN

Implementing measures

‘ All you must know about China’s CO system

hina, conforming with GATT pro-
c cedures, has announced measures

to implement its own Certificate of
Origin system. Here's everything you ought
to know about the new requirments for ex-
ports of goods from China:

Implementing Measures of Origin Certifi-
cation of Export Goods of The People’s
Republic of China.

Issued on 1st April, 1992

Chapter One: General Provisions
Section 1

These measures are formulated in accor-
dance with the “Regulations of Origin Certi-
fication for Export Goods of The People’s
Republic of China”, whose objective is to
reinforce the control of the issue of Certifi-
cates of Origin for export goods from China.

| Section 2

The PRC Ministry of Foreign Economic
Relations and Trade (hereinafter called
“the MOFERT”) shall implement unified
supervision and control over the origin
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certification of export goods throughout
the country and be responsible for the ne-
gotiation of origin regulations with foreign
governments and international organisa-
tions and the signing of agreements relat-
ed to origin regulations.

Accountable departments for foreign
economic relations and trade under the
people’s governments of provinces, au-
tonomous regions and municipaities shall
coordinate within their own administrative
divisions the origin certification of export
goods.

Chapter Two: Issuing Bodies
Section 3
Provincial offices of the State Administra-
tion of Import and Export Commodity In-
spection (hereinafter called “SAIEC!”), the
China Council for the Promotion of Inter-
national Trade (hereinafter called “CCPIT”)
and its sub-councils and other organisa-
tions as designated by the MOFERT will be
the certificate issuing bodies.

All certificates issuing bodies shall
submit to the MOFERT their names, seals
and a list of the authorised officers. The
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MOFERT will inform relevant foreign de-
partments of the aforesaid information
when it is deemed necessary.

Chapter Three: Application Criteria
Section 4

An enterprise established in pursuance to the
law of the PRC and is entitled to run a foreign
trade business or engaging in “processing
with supplied materials”, “
supplied des‘.lgns” “assembly with imported
components” and “compensation trade”, or
with foreign investment shall be eligible to
make applications for Certificates of Origin to
the issuing bodies in accordance with the
measures as stipulated in Section 3.

Chapter Four: Application and Issue
Section 5

An application unit should go through all
registration formalities at a local issuing
body with the support of its business li-
cence, certification of right to run a for-
eign trade business issued by the account-
able departments, together with proof
showing that criteria of Certificate of Ori-
gin have been met.
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Confidential information furnished by
the application unit will be protected.

Section 6

An application unit must assign a person
(hereinafter called “the applicant”) to apply
for Certificates of Origin. The seal of the
application unit together with the name of
the applicant should be forwarded to the
authority concerned upon registration.  The
issuing bodies will issue an “Applicant Cer-
tificate” to the applicant subject to verifica-
tion. Any change of the applicant should be
reported without delay to the issuing bodies.

Section 7
Any change of components or processing

| procedures of the registered goods incor-

porating imported materials should be re-
ported without delay to the issuing bodies
by the application unit.

Article 8

Raw materials, parts and components
from Taiwan Province, Hong Kong and
Macau shall tentatively be classified as
imported materials.

Section 9
Re-imported domestic raw materials with-

out going through any processing proce-
dures after export shall be considered do-
mestic components provided that adequate
supporting evidence can be submitted.

Section 10

Certificates of Origin may only be applied
where no printed or written words or
signs indicating other countries or regions
of manufacture shall appear on the goods
or the inside or outside packaging materi-
als or the specifications of the goods.

Section 11

Those goods which are not qualified to
obtain a Certificate of Chinese Origin due
to insufficient manufacturing procedures
being conducted in China may apply for a
“Certificate of Processing and Assem-
bling.”

Section 12
Foreign goods re-exported via China will
not be granted a Certificate of Chinese
Origin but may apply for a Certificate of
Re-export.

Section 13
An exporting enterprise needs not apply
for a Certificate of Origin or present any

proof therefor if the importing countries or
importers do not require the same.

Section 14

Where it is required by the importing
countries to declare on commercial in-
voices or other documents the origin of
goods, declaration should be made in the ‘
following manner:

For those goods wholly manufactured
in China, manufacturers or exporters may
declare with remarks on the commercial
invoices or other documents. For those
goods containing imported components,
manufacturers or exporters must apply for
a Certificate of Origin from an issuing
body as designated by the MOFERT be-
fore making a declaration.

Section 15 \
Where a general Certificate of Origin is-
sued by an official organisation is re-
quired, applications should be made to
the AIECI. Where a general Certificate of
Origin issued by a non-governmental or-
ganisation is required, applications
should be made to the CCPIT. Where
there is no specific requirements, applica- |
tions may be made to any one of the issu-
ing bodies.
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All applications for Certificate of Ori-
gin should conform to stipulations as may
be agreed between governments. Appli-
cations for Certificates of Origin under the
Generalized System of Preference should
be made to the AIECI.

Section 16

All applications should be submitted to
an issuing body at least three days prior to
making a declaration to the customs au-
thority for delivery. The issuing body con-
cerned shall examine the particulars of
goods stated in the application form,
check other relevant documents and issue
a certificate within three working days un-
der normal circumstances.

Section 17

Changes or supplements of particulars
of an issued Certificate of Origin can
only be made where justified reasons
and supporting evidence are provided,
in which case, subject to the approval
of the issuing body, the former Certifi-
cate of Origin should be returned to the
issuing body concerned before a fresh
application is made.

Section 18

Where an issued certificate is lost or dam-
aged, the application unit should state
clearly the reason attributing to such a
loss or damage in writing within six
months from the issuing date and reapply
for a new certificate, subject to approval
of the issuing bodies. The issuing bodies
concerned should state on the new certifi-
cate “The Certificate of Origin numbered
xxx and dated xxxxxxxxx is voided.”

Section 19

Under normal circumstances, an applica-
tion for a Certificate of Origin will not be
accepted after the goods concerned have
been delivered. Under special circum-
stances (for instance, nothing due to the
fault of the application unit), the issuing
body may accept a late application and
issue a supplementary certificate at its dis-
cretion, in which case the application unit

. should, upon submission of the Certificate

of Origin and application form, provide
the following documentary proof: (1) a
letter explaining reasons for a late appli-
cation; (2) a copy of the commercial in-
voice of the goods listed in the Certificate
of Origin and the delivery order/air freight
bill of lading/postal receipt.

Section 20

The issuing body may, in the course of
processing an application, investigate
whether the application unit and the
goods concerned are registered properly
and examine the “Applicant Certificate”
and adequacy and trueness of the docu-

mentary information furnished by the ap-
plication unit. Any application failing the
stipulations shall be returned without de-
lay to the applicant for a reapplication.

Section 21

An issuing body may inspect the factory
manufacturing or processing the goods
concerned to study the production pro-
cedures and examine the components of
the goods. Where the issuing body has
any doubt, it may carry out verification
and may refuse to issue a certificate for
any goods that do not conform to the cri-
teria of origin.

Section 22

An issuing body shall be responsible for
conducting investigations and verification
upon inquiry from importing countries in
respect of any returned Certificate of Ori-
gin issued by our country and a reply
should be made to the subject country
within six months from the date receiving
such inquiry letter.

CERTIFICATES OF ORIGIN

Chapter Five: Punishment

Section 23
Where an enterprise is found violating the
aforesaid measures or guilty of any of the fol-
lowing offences, the MOFERT may, on the
advice of the accountable departments for
foreign economic relations and trade under
the people’s governments of provinces, au-
tonomous regions and municipalities and at
its own discretion, circulate a notice of repri-
mand; or suspend or cancel the entitlement
of the enterprise concerned from applying
and obtaining for Certificates of Origin:
(1) furnishing an issuing body with false or
incorrect information with intent to deceive;
(2) forging or counterfeiting a Certificate
of Origin;
(3) transfering illegally a Certificate of Origin.
Any accountable person and person
of direct liability who has committed
any of the aforesaid offences shall be li-
able to administrative punishment and
may be prosecuted according to the law
where the case is serious.
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Section 24
Where any issuing body issues a certificate in
violation of the rules or refuses to issue a cer-
tificate without justification, the MOFERT
shall, on the advice of accountable depart-
ments for the foreign economic relations and
trade under the people’s governments of
provinces, autonomous regions and munici-
palities and at its own discretion, circulate a
notice of reprimand; or suspend or cancel the
the entitlement to issue Certificates of Origin.
Any staff member of an issuing body
found guilty of favoritism, malpractice,
abuse of authority or negligence of duties,
shall be liable to administrative punish-
ment and may be prosecuted according
to the law where the case is serious.

Chapter Six: Supplementary
Provisions

Section 25
The MOFERT Quota Division shall be re-
sponsible for maintaining figures in respect
of Certificates of Origin issued in accordance
with the stipulations as agreed between gov-
ernments. SAIECI and CCPIT shall be re-
sponsible for maintaining figures in respect
of Certificates of Origin issued under this sys-
tem. Accountable departments for foreign
economic relations and trade departments
under the people’s governments of
provinces, autonomous regions and munici-
palities shall be responsible for maintaining
figures in respect of Certificates of Origin is-
sued within individual administrative regions
in accordance with the stipulations as agreed
between governments, and all commercial
invoices and documents with the origin re-
marks declared by local manufacturers and
companies. Head offices of foreign trade
companies and industrial trade companies
shall be responsible for maintaining figures
in respect of their commercial invoices and
documents with origin remarks.
Organisations responsible for maintain-
ing the aforesaid figures should report from
time to time to the MOFERT the implemen-
tation of the rules of the origin certification
system and statistical data of Certificates of
Origin. The performance and statistical
chart of the first half year should be submit-
ted on 20th July every vear, and the perfor-
mance and itemized statistical chart of the
whole year should be submitted on 20th Jan-
uary in every subsequent year.

Section 26

The format of the PRC’s Certificate of Ori-
gin for export goods and other relevant
documentary proof shall be standardized
by the MOFERT. The certificate shall be
printed in English. Each set of certificate
shall consist of an original and a triplicate.

Section 27
Issuing bodies shall collect issuing charges in

accordance with stipulations. Methods of
collecting the charges shall be jointly decid-
ed by the MOFERT and relevant account-
able departments under the State Council.

Section 28
In pursuance to Section 6 of the “Regula-
tions of Origin Certification for Export

Goods of People’s Republic of China”,
the MOFERT shall formulate and issue
separately a detailed list of manufacturing
and processing procedures.

Section 29
These measures shall be effective from 1st
May, 1992. |

Independent regulator
continued from page 23

nomic and security services and by equi-
table use of of scarce resources such as
spectrum. This balance generally is
achieved through government regulation of
the development and provision of telecom-
munications services. To ensure that the
needs of all parties, including both the sup-
pliers and the users of such services are
met, there should be a transparent, fair, effi-
cient and effective regulatory regime.

The HKCS! believes that because of the
growing complexity of telecommunications
policy, the regulatory role played by Eco-
nomic Services Branch and the Postmaster
General’s Department, which has served
Hong Kong reasonably well in the past,
should be replaced with an independent reg-
ulatory body that can focus all of its attention
on the current telecommunications issues.

Since these are likely to increase rather
than diminish as time goes by, the HKCS!
supports the setting up of an independent
regulatory body which should be accom-
plished by the end of 1993. Funded by
the telecommunications industry, the reg-

Business
Group visits
Africa

A business group of 12 representatives from
11 Hong Kong companies, jointly organised
by the Chamber and the Trade Development
Council, visited Nairobi (Kenya), Abidjan
(Ivory Coast) and Las Palmas (Canary
Islands) in March. Simon Ngan, manager in
the International Division of the Chamber,
said in his report on the visit that the overall
business results were not as good as a
similar mission in 1991. Total confirmed
orders were USD405,260 with a further
1,143,600 under negotiation, compared
with USD1,173,000 and USD1,770,000 the
previous year. The drop in business done
was attributed to the economic recession in
the three cities; that three cities were visited
in 1992 compared to four in 1991; and an
unfortunate air transport delay in Abdijan
curtailed trading in Las Palmas. It was
estimated 30-40% of buyers who came to
the Group’s exhibitions of Hong Kong
products were from secondary markets
outside the three cities visited. |

ulator should be an able policy-maker
with specific executive power with a clear
mandate to encourage competitive com-
munications, which provide value-for-
money services to Hong Kong businesses
and individuals.

The independent regulator should as-
sume the role of the Telecommunications
Authority under the Telecommunication
Ordinance. It should be empowered to
apply incentives to telecommunications
operators to ensure that:

1. The price of services remains
among the lowest in the world;

2. Service quality is kept among the
highest in the world.

3. The range of services and products
available remains comparable with those
of other developed economies.

The independent regulatory body
should be set up in a manner which con-
tinues Hong Kong'’s successful strategy of
minimal intervention in business by Gov-
ernment and its statutory bodies, a man-
date and a structure modelled on those al-
ready in existence in the United Kingdom
(OFTEL) and Australia (AUSTEL) might
be most appropriate. ,

The Bulletin
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SPECIAL REPORT: BANKING & FINANCE

A profitable 1991

Albert Cheok discusses developments and problems in the industry

Ibert Cheok, Deputy Commissioner

of Banking, begins by saying 1991

was an exceptionally profitable year
for the Hong Kong banking industry.

“If you look at the published results of
banks, most of them have been able to
achieve recorded results with a profit per-
centage of over 25% increase on the previ-
ous year.”

He says: “Though a number of countries
were struggling from recession, continued
expansion of industry and strong economic
growth around Southern China made last
year an exceptionally good year for the
banking industry.

“A substantial proportion of China’s ex-
ports and imports, roughly 40%, come to
Hong Kong. When China is doing well, we
also do well.”

Albert Cheok says the number of autho-
rised institutions fell last year from 405 to
375. But this is not to suggest that Hong
Kong is losing its attraction as an internation-
al financial centre.

“A lot of the revocation reflects rationalisa-
tion and consolidation within the deposit-tak-
ing company sector, with groups with multiple
authorisations giving up unnecessary or little

1

Albert Cheok %%

used registrations. There have been some
withdrawal of DTC licences by foreign banks
but this largely reflects changes in banks’ global
strategies, mergers with other banks or difficult
conditions in home countries.”

Last year, for the first time, Hong Kong had
Taiwanese banks coming in. Three Taiwanese
banks set up shop with representative offices
in Hong Kong.
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“Naturally, they hope to eventually become
fully licensed banks. When the time comes, we
will process their applications on their merits.

“The entry of Taiwanese banks has been
seen as an expression of confidence by Taiwan
in the future of Hong Kong. Taiwanese banks
believe they can play a role in the China’s eco-
nomic growth.

“| suspect their intention will not be so much
in Hong Kong but see Hong Kong as a stepping
stone for their growth in Southern China.”

Albert Cheok says apart from the good side,
there were also some interesting moments last
vear like the BCC Hong Kong incident and the
withdrawal of funds of several healthy banks
after the incident.

“We see that as a minor storm that was
well weathered by the banking system. The
test of the soundness and strength of a bank- |
ing system is not whether it can do well in
good times but whether it can weather bad
times. The BCCHK incident itself was a test
and the banking system passed the test very
well. 1t shows the system is fundamentally
sound and strong.

“] think we should remember the problem
of BCCHK was not something internal to Hong
Kong. It can be regarded as an exogenous
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shock. The origin of problem was outside
Hong Kong.

“Of course, there is a lesson for us all. We
have started to look at the banking ordinance
and the legislation concerning the change of
control of authorised institutions, limitation of
credit exposure, etc”.

Albert Cheok says the residential sector
called for the Banking Commissioner’s greatest
attention last year. There was some exception-
ally rapid growth in residential mortgage loans.
Some major banks took the initiative and re-
duced the valuation ratio to 70% in order to
avoid the market getting overheated.

“From our observation, this has resulted
in some slowing in the rate of mortgage
lending in the last quarter of last year. | think
it has continued to slow down in the first
quarter this year.-

“That valuation ratio of 70% should be held
for a little while longer, whether you view it
from a potential standpoint or from a mortgage
management standpoint.” ’

Albert Cheok says in order to rebuild public
confidence in the banking system, the Com-
missioner is now considering ways to give a
greater degree of clarity to liquidity adjustment
through a liquidity support scheme, i.e., to for-
malise the discount window arrangement of
the Exchange Fund.

“The arrangement is already there. | think

there is a lack of clarity and understanding on
how the Exchange Fund exactly functions.

“The other way of boosting confidence is to
further reinforce some of our supervisory rules.
We need to let the public know more widely
and generally the rules of application for entry
of banking.

“Last year, we strengthened-our entry re-
quirement, particularly in regard to our test
about who could be eligible to become a con-
troller of a bank. :

“In the past, people could acquire-a share
in a bank. We would only come to know after
the event. Now we have turned things around
from an after-event concept to a before-event
concept.

“Now, before anyone wishes to acquire a
significant share of 10% or acquire a control-
ling share of 50%, they have to get prior ap-
proval from the Commissioner of Banking.

“Moreover, we are adding an extra pair of
eyes. In other words, getting an extra angle on
abank’s operation by having it looked at by ex-
ternal auditors. So, we are amending the Bank-
ing Ordinance to give auditors a role in review-
ing the adequacy and effectiveness of the inter-
nal control system of banks.”

“I think all these things can help to clari-
fy the arrangements on the supervision of
banks and central liquidity support arrange-
ment in Hong Kong.

Albert Cheok says, the best guide to con-
fidence in the banking system is the prof-
itability of the individual banks themselves.
Therefore, the Banking Commissioner has to |
show the world the authorised institutions in
Hong Kong are well supervised and the way
of doing so is to run an open-book
supervisory regime and let everybody know
what the rules are.

“Our emphasis is on fitness and properness
of ownership and management. Our emphasis
is on allowing only the institutions that can as-
sure and demonstrate financial strength and fi-
nancial standards to come in.

“We let them know what our rules are,
what our rules on capital adequacy are, what |
our rules on limit of credit exposure are. So the
professionals can compare our rules with the
rules they find in other countries and they’ll see
our rules are strong.

“Whilst a lot of banks in major countries
are still not meeting the Bank of International
Settlements 8% adequacy standard, | can con-
firm now all our institutions are meeting, or
even exceeding, the BIS 8%. We have imple- |
mented the BIS capital adequacy standard
three years before most countries in the world.

“I hope the awareness of our rules and the
awareness of the results of banks, together with
the clarification of our supervisory framework
and our central liquidity support arrangement,

TEBEME » BEENENRIBERN
R IR - RIBASBRLEESTFEEH
TRERAE AT BB D B IR E B T M
E R A TR REFEE — R RN
il o 4
BB IR KR 0 AIREAREBTERW
B0 SEFATERFRINEIE & TR
i BMEA R SRR B AL HEE AL
S WEYE &0 ETHE(F E IR o
FERMEHARCHFE  (AARATKT
RS EE SO BEREEFETK o
MR — I ARE LR ITEEEHE—
FimREE R > BMLEEAREHEE
AR GATHI BB E BRI A 2 EAY R
2o
FEE > BIVRR T HERE  BIR
BEJEN Y FTEEH— R RATRIBUE o
@k AMPREEBA —RETHR
7> MEMFET GE - BE > BIMEHK
TH#E » T AIBR A ZEA —FKRT
A2zt ERRG - SE S 2B
JHE > AZAR RIS RS B B AYHLYE ©
Cpbst » FRIREER G IR — B
X FEN AL B L S — B A EEA ST
BEPE - Bt - RPISBIERITIES - B
BN A RT N EEH R RS EHTE
o

i

3

MR ADSE Lo i A B SRR AR A T 22
SRATHY R P R B S T AR A I A9 3E
fEeog

EERR > BRER  EIETHEF
FRETAREETEROELARER
3] R PREH B LA S RERE
B REIE I ZRR RS ; AL FFE
BELEARTHE  BE—EABOERA
go

RMEENEREERNTEESAE
FHa% » BT AT S AR LeAE (RS AR A
6 FE S0 SIRNEF & A T R F 4T I A AR
(IBRATEE o

TRMBMPEEATRLE  E8
BRAEAIHE] > 2R A+ RE LRI MBS
HIBEIE— 8 EeBE AN S
FIER o

M % X BEE BT R IEETIEE
EERTRENE I ZANEAR R LEE
¥ (R EARBITARTEATEL
RIGEF  EERBEIZA 0 BERAH
SRR BER SRR

MR AL AR RAMBRMAEL -
B2 RPTHOEATER > A TRETE
BRIR R B R SRR - ERESE
T — AR TREAETER o

FREASEHRECBEERENET
FERE > TRLEERF » FIE T Rk
TEIE & THRIE S R A EIEIB Y - R

52 The Bulletin May 1992

AENEOHERGHEE RS » BB
AR FERRR ST ER AR RE ST
SN

HEERRE » BESTRITREEX
FERRTT » TERMNHEER o

TETHREESIESR  LALPRE
W0 T A HE L A ERAT o ERR—
FBBRRAT ©

TR - ESEEEBAME » A
e LUERRRTA SRS R AT ? 7ER
REgH T4 » fEEHBEESE TR A ?

TEB—FEEET  BEHETRSA
RBEIHEN  ZHNHEKESEEDBES
o ER—REEAMATNBIEEST o

THORFHOAEEEESHRT I E
o AT ESIRE | EEE—REEREIT

- - A8 FEEEEER 0 AT EEER

817 (BHEEAEPEERHE

T R B EAERRERE
MEER - HEEBEE R RER o #
2 BUEEFEEEFLERRT HE
TRt FREEBE—FBREL - &
HERFEGBEERIT o ERFRHRARER
SEAATRE Y 2 NSRBI L A B Rk 7

TkAERBRTERRT —EREFEE o
EEEE T EAESTHELE - RET
IRRES 5 SRS BRERATHT HE TEBIERAT R ©

{2 A R ok o e S oK A BT SR AT
HER AN 0 S MR ERATHES: ©

R |




can impress everyone that we have a sound
and strong banking system in Hong Kong.”

“I personally feel that people are now clear
as to how strong and well-performed our banks
are. They are clear how our central liquidity
arrangement and our supervisory rules work. |
think there are already enough fundamental
things to engender confidence. Whether on
top of that, there should be a deposit insurance
scheme is the only matter to be reviewed.”

Albert Cheok insists the recently proposed
merger between Hong Kong Bank and Mid-

land Bank is largely commercially driven.
‘ “To understand the proposal, one needs to
understand that Hong Kong Bank is not like
any other local bank in Hong Kong. It is an in-
ternational bank.

“So the question for Hong Kong Bank is
how would it be able to move into the 21st
century as a top grade bank. How is Hong
Kong Bank going to adapt itself in the years to
come as an international bank?

“Being an international bank, what is inter-
esting about Hong Kong Bank is that, at the
moment, a substantial majority of assets is
based in Hong Kong. It is an international
bank coloured by this particular feature.

“What is important is how people in the
rest of the world see Hong Kong Bank. So
what they see is: Hong Kong Bank is an in-
ternational bank ... but hold on! There is

‘There has been a mis-
conception that central
banking functions are
being performed by a
major bank here...’

something peculiar here? Whilst it is inter-
national, it has.a concentration of assets in
Hong Kong.

“So what might be a desirable feature
from a very narrow Hong Kong perspective
might not be as desirable from an interna-
tional perspective. It means if Hong Kong
Bank is to sustain its status into the new cen-
tury, it has to become more and look more
international. And it comes to the question
of when would the best opportunity for it to
become international?

“An opportunity came in relation to Mid-
land. It is not often that a major clearing bank
in the UK is up for sale. It's not everyday the
Bank of England would approve an outsider to
come to the United Kingdom. .

“If Hong Kong Bank were to be accepted
for the purchase of Midland, it must suggest
its reputation and its standing have been
looked at with a high degree of regard by
the Bank of England.

“It is not a case of venturing an un-
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known. Midland is not a new entity to
Hong Kong Bank. They have been a work-
ing relationship in the last three years. So
Hong Kong Bank is making a proposal to
buy something with which it is familiar. The
cultural shock will be less.

“l cannot comment on whether the offer
price is right. One could expect however that
it cannot be too far off the mark, particularly if
there are other bidders for Midland Bank.
There is no charity in the acquisition game.

“What | can say is that, in the long run mak-
ing this proposal from the commercial stand-
point, will be beneficial to Hong Kong 'Bank.
Of course, in the short term, there are always
some adjustment factors.”

People have been arguing on whether
Hong Kong Bank should maintain its central
bank function or Hong Kong should establish
its central bank after Hong Kong Bank an-
nounced its merger proposal?

Albert Cheok says, in clarifying the mean-
ing of a central bank, that what is more impor-
tant than just the entity itself is what we call the
central banking functions.

He says: “A typical central bank performs
three major functions: namely the conduct of
monetary policies, the management of the
country’s reserves and the supervision of
banks. In many countries, it also acts as a
banker to the government.
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“The first three major functions are already
being performed within the Hong Kong Gov-
ernment. Monetary management is conducted
by the Office of Secretary of Monetary Affairs;
management of reserves is handled by the Di-
rector of the Office of the Exchange Fund; su-
pervision of banks is handled by the Commis-
sioner of Banking.

“So there is no question of central banking
functions being conducted by private citizens
or private entity. The question is whether on ef-
ficiency, simplicity and administrative grounds,
all these three functions should be brought un-
der one roof?

“If the view is that these three things should
be better coordinated, better performed under
one roof, then all you have to do is to bring all
the three together under one roof and call it a
central bank or something else. To me, it’s just a
matter of administrative judgment.

“It is not a must that there should be a cen-
tral bank. The question is whether there is
enough local history and enough local charac-
teristics to justify continuing the three functions
under three separate roofs, or whether it is the
time to draw all these functions together.

“There has been a misconception that the
central banking functions are being performed
by a major bank here. | can clarify for you now
that those three functions | have just indicated
are, indeed, performed within the Govern-

ment, not by the Hong Kong Bank.

“Hong Kong Bank has a role as a note-
issuing bank, but it is not a central bank.
Actually, it has to surrender or provide for-
eign exchange to the Government to en-
able it to issue a certain amount of notes.
It’s not true that Hong Kong Bank can
issue any amount of notes as they wish.
There is a price it has to pay for that right.

“Of course, printing currency notes pro-
vides a good form of advertising for Hong Kong
Bank.

Mr. Cheok added that a bank would
have to have a well established high stan-
dard in the community to be accepted as a
note issuing bank.

“The other thing that needs to be clarified is
its role as a clearing house. It seems to suggest
Hong Kong Bank has an unduly dominant role
in-managing and influencing the liquidity of
the system.

“It is true that any strong bank, in principal,
would have the ability to do so but under the
new accounting rules established by the Ex-
change Fund, the potential and the capacity of
a bank to do that is very much reduced.

“Under the new accounting arrangement,
Hong Kong Bank, in turn, has to maintain an
account with the Exchange Fund whilst the
banks of the clearing house maintain an ac-
count with Hong Kong Bank.

“So it is the Exchange Fund which primarily
dominates and influences the management of
liquidity in the clearing system.

“Hong Kong Bank has the responsibility of
being a manager of the clearing house. It has to
manage the accounts of the participating banks
and it has to provide overdraft facilities to the
banks in times of need. Let’s not just look at the
privileges, there are burdens to it as well.”

Albert Cheok says it is unrealistic to expect
a central bank or a supervisor of banking in a
country to be fully independent.

“Obviously, there must be scope for the
Commissioner of Banking, or the central bank to
be in a position to offer objective advice and
make balanced judgment. There must be some
degree of independency to be able to make
comments different from the government.

“But on the other hand, | think it is unre-
alistic to expect the central bank in a country
or the supervisor of banking should have the
freedom to have policies clearly out of line
with the government.

“| think there should be certain degree of
independence, but | don’t think it is realistic to
assume this authority should be fully indepen-
dent. | am reminded here of an ancient Chi-
nese saying which says: “A river cannot rise
higher that its source. We should not expect
the central bank or bank supervisor to go
above the government” [ |
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David Li’s views

Wants better prudential supervision and a Monetary Authority

uring the past two years or so,

there have been a series of

events which, singly or jointly,
have undermined public confidence in,
or at least have caused considerable
unease, about the future of Hong
Kong's banking system.

Chronologically, these events may
be briefly outlined as follows:
® On December 17, 1990, the Hong
Kohg and Shanghai Banking Corpora-
tion announced the creation of a non-
resident, UK-incorporated company
called the HKBC Holding PLC, which
would acquire all the shares of the
Hong Kong Bank. This move was wide-
ly interpreted as a change in the bank’s
legal domicile.

@ Then on July 8,1991, the Hong Kong
Government ordered the closure of the
Hong Kong subsidiary of the BCCI,
only two days after the Banking Com-
missioner and the then Financial Secre-
tary, declared publicly that the Hong
Kong subsidiary was separate from its
parent and was financially sound. This
touched off runs on two local banks
and on the Hong Kong branches of
Citibank and Standard Chartered Bank
in July and August.

@ Finally on March 17,1992, the Hong
Kong Bank announced its plan to
merge with Britain’s Midland Bank by
acquiring all the shares in the latter
which it does not already own.

Let me start with the BCCI affair
first. The sudden closure of its Hong
Kong subsidiary only 48 hours after
various government officials assured
the public that everything would be all
right, came as a devastating shock to
the general public and in particular the
depositors of BCCI. Though the Hong
Kong Government offered many plausi-
ble explanations for its aboutface, they
did little to assuage the public.

Depositors of BCCI, rightly or
wrongly, felt betrayed by the Adminis-
tration. It is not difficult to understand
that the public’s sense of anger, betray-
al and disillusionment formed fertile
ground for unfounded rumours about
various banks. The result was, of
course, the series of bank runs men-
tioned earlier, the first since 1982-83.

Several lessons should be learned
from the BCCI affair.

The first is that, despite some
progress since the last banking crisis of

The Bulletin asked Legislative
Councillor David Li,
chairman of the Bank of East
Asia, who represents the
banking industry’s functional
constituency, to contribute
to our special feature on
Banking and Finance.

This is his report:
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without establishing any
system of deposit insur-
ance.

Two outstanding ex-
amples come to mind:
® Despite having a de-
posit insurance system
that dates back to 1934,
the United States has ex-
perienced two debacles
in the financial sphere:
an horrendous savings
and loans scandal and a
banking crisis only

1982-86, the quality of prudential su-
pervision in Hong Kong leaves much to
be desired. In particular, there is a glar-
ing loophole in the supervision of
branches or subsidiaries of those for-
eign banls incorporated in juridictions
whose standards of prudential regula-
tion are notoriously lax or even non-ex-
istent. It is instructive to note that Sin-
gapore,. in spite of its eagerness to pro-
mote itself as an international financial
centre, never allowed BCCl entry in the
first place.

Second, government officials in
charge of banking and finance musr ex-
ercise the greatest caution and circum-
spection in making a decision or a pub-
lic statement. Any careless action or
misleading statement can cause ir-
reparable damage to our banking sys-
tem, given the frailty of public confi-
dence.

The BCCI debacle has, not surpris-
ingly, renewed calls for a deposit insur-
ance scheme for Hong Kong. In re-
sponse to such calls, the Hong Kong
Government issued a consultative pa-
per on a “deposit protection scheme
(DPS)” in February, 1992. My view on
this matter, which | believe is shared by
most of my colleagues in the banking
community, as well as many
economists, is that deposit insurance is
no panacea for banking instability.
Most responsible studies have shown
that deposit insurance alone cannot
eliminate bank runs and banking crises
without a strong lender of last resort
and a vigilant system of prudential su-
pervision.

On the other hand, a strong and
alert lender of last resort, combined
with a vigorous (but not oppressive)
system of prudential supervision, can
avert bank runs and banking crises

slightly less catastrophic. Indeed, the
Bush Administration’s Council of Eco-
nomic Advisers, in its 1991 report, ad-
mits that the costs of bailing out insol-
vent S&LS and banks constitute a major
factor in the intractable fiscal deficit of
the US.

@® By constrast Singapore has no de-
posit insurance of any kind. But thanks
to the strong leadership of the Mone-
tary Authority of Singapore, there has
not been a single bank run or major
bank failure during the past three
decades.

Moreover, the Government’s pro-
posed Deposit Protection Scheme can
be flawed on several grounds:

First, nothing is said about the Gov-
ernment’s fund of the deposit Protec-
tion Scheme, which is mandatory for
all depository institutions. These insti-
tutions are required to pay an annual
levy fixed at a certain percentage de-
posit liabilities. Since they are most
likely to shift these costs on to their de-
positors in the form of higher service
charges or lower deposit rates, or both,
in effect the Gopvernment is “passing
the buck” to the final consumers. It is
difficult to see how a deposit insurance
fund, without government underwrit-
ing, can be large enough to convince
the public that their deposits are fully
“protected” and thus prevent the oc-
curence of runs and crises which it is
supposed to achieve.

Second, the proposed premium is a
flat-rate one, irrespective of the quality
of management of the depository insti-
tutions. Again, as the US experience
has amply shown, such a flat-rate levy
will definitely exacerbate the problem
of “moral hazard.” For not only does it
tend to subsidise poorly-managed insti-
tutions but it also encourages them to
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take risks, and in more extreme cases,
to “go for broke.” The US Treasury
therefore has proposed reform under
which premia will be determined by
multiple criteria such as capita adequa-
cy, quality of management, riskiness of

| loan portfolio, etc.

Third, virtually all well-managed
banks in Hong Kong are opposed to de-
posit insurance. It would be counter-
productive for the Government to force
relucant depository institutions to join
its proposed DPS.

Last but not least, since any insurance

| premium or levy is in fact a tax, it may

adversely effect Hong Kong’s competi-
tiveness vic-a-vis Singapore, which has
no deposit insurance opf any kind as a
major international financial centre.

To sum up: It would be much more
cost-effective and feasiable to strengthen
the lender of last resort mechanism and
the prudential regulatory framework for
protecting the interests of depositors and
ensuring the integrity of the banking sys-
tem. In this connection | am pleased to
note that, after much prodding from the
banking community, the Government has
finally acknowledged in a recent consul-
tation paper the need to establish what it
has called a “liquidity adjustment facility”
(More popularly known both in Hong
Kong and abroad as a”discount win-
dow”). Because the paper is confidential
and rather technical, | cannot reveal its
contents here. Suffice to say that, in so far
as it strengthens the lender of last resort
function by helping solvent banks to tide
over their temporary liquidity problems, it

| is a step in the right direction.

The second major issue which has
caused widespread concern is the deci-
sion of the Hong Kong Bank to take
over the Midland Bank of Great Britain.
It may be recalled that in December
1990, when the Hong Kong Bak an-
nounced its de facto shift of legal domi-
cile to London, it also statd that it
would not go ahead with the much-ru-
moured merger with Midland because
of the latter’s difficulties caused by its
huge exposure to doubtful loans. Bare-

| ly 15 months later, the Hong Kong

Bank declared its intention to acquire
the remaining shares of Midland which
it does not already own. Sceptical
shareholders of the Hong Kong Bank
are justifiably worried whether the for-
tunes of Midland have so dramatically
improved during that interim as to war-
rant such a hasty takeover.

But there are more profound reasons
for concern than shareholders’ unease.
The Hong Kong Bank is no ordinary
commercial bank. It is widely regarded
as a quasi-central bank, with its con-
comitant special relationship with the

Government and special privileges.
Despite the Hong Kong Bank’s protes-
tations that the Midland tavkeover is
purely a commertcial transaction, the
fact that it came so soon after the shift
of its legal domicile cannot but create
an impression that the Hong Kong Bank
is systematically downgrading its com-
mitment to Hong Kong.

Of course, the Hong Kong Bank can
argue that Hong Kong is a free econo-
my and any bank or any firm can pur-
sue whatever business strategy it
chooses. But because of its special po-
sition, the Hong Kong Bank’s recent
moves have raised a number of thorny
issues regarding the future of Hong
Kong's banking system.

[
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¢ Of course, the Hong
Kong Bank can argue
that Hong Kong is a free
economy and any bank
or any firm can pursue
whatever business strat-
egy it chooses. But be-
cause of its special posi-
tion, the Hong Kong
Bank’s recent moves
have raised a number
of thorny issues regard-
ing the future of Hong
Kong’s banking system.

For example, given that the Hong
Kong Bank has shifted its legal domi-
cile to London and very likely will
move its headquarters there as well, the
Bank of England will almost certainly
claim pre-iminent responsibility for
regulating the bank. This will severely
undermine the authority of the Hong
Kong Banking Commissioner and
thereby also Hong Kong's interests.

More over what will become of
Hong Kong Bank’s quasi-central bank
status? s it proper for a UK-based bank
to continue to enjoy a special relation-
ship with the Hong Kong Government
and to retain many special privileges?

It is true that the Hong Kong Bank
has lost part of its privileges of enjoying
the interest-free clearing balances of
other banks following the New Ac-
counting Arrangements of July, 1988.
But the special relationship with the
Government and other privileges re-
main: the traditional seat on the Execu-
tive Council, the largest bank to the

Government, the largest note-issuing
bank, the statutory rotating chairman-
ship of the Hong Kong Association of
Banks, the Management Bank of the
Clearing House, etc. Such special rela-
tionships and privileges have become
even more difficultto justify now that
the Hong Kong Bank is clearly distanc-
ing itself from Hong Kong.

“If Hong Kong is to maintain its po- |
sition as an international financial cen-
tre in the Asian-Pacific region beyond
1997, there must be a level playing
field for all banking and financial insti-
tutions. Special relationships and privi-
leges of a colonial era cannot be al-
lowed to exist forever. | have always
maintained that the best way to receive
these issues is to establish a Monetary
Authority of Hong Kong, roughly mod-
elled after the Monetary Authority of
Singapore, which has done a wonderful
job during the last two decades im
promiting Singapore as a‘leading finan-
cial centre, while at the same time en-
suring banbking and monetary stability
without granting an special favours or
privileges to any banking group. Such a
Monetary Authority can centralise
functions of various government de-
partments concerned with money,
banking and finance, It can also take
over the clearing function, thus ending
the anomaly that the largest bank has
access to sentitive information about its
competitors.

For the sake of monetary continuity
and stability, a case can be made for
maintaining the roles of the Hong Kong
Bank and the Standard Chartered Bank
as note-issuing banks. By the same to- |
ken, however, other reputable and
well-managed banks which have a
track record of long-term commitment
to Hong Kong should also be allowed
to issue legal tender notes under the
same terms and conditions accorded to
the existing two note-issuing banks. Re-
grettably it seems that the Government
is in no mood to consider the possibili-
ty before 1997. \

As far as my own bank, the Bank of
East Asia, is concerned | can declare
that our bank is fully committed to the
future of Hong Kong. It has no plans ei-
ther now or in the future to change its
legal domicile or move its headquar-
ters, or the centre of its business, away
from Hong Kong. Thanks to the support
of our customers, our Bank has posted
very satisfactory results every year, a
state of affairs which | hope will contin-
ue in the future. Whatever the changes
in the external environment, our Bank
will always do its utmost to serve the
people of Hong Kong as it has done for
the past 40 years. i ] |
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The Key to
Securtity.

This ingenious key has a microchip that can be

reprogrammed every day from now until the year 2029.

The nineties promise to be a decade of turbulence. At all events, rapid
change is on the cards. You’'ll have to cope with this change. And secure your
assets through skilled diversification. At Swiss Bank Corporation, we've
designed our private banking around people like you. High net worth clients
who seek personalized care and premium service. Our portfolio managers
are dedicated to cultivating long term client relationships, moulding solutions
to your particular needs. Backed by decades of experience, a worldwide
network of contacts and the financial strength of SBC, they can offer you a
strategy to maximise your performance; whether you opt for rapid growth

or long term security. Contact our people today. They know how to listen.

For details, contact Bernard von Arx (852) 842 1215, Luzia Mueller
(852) 842 1249 or Ringo Li (852) 842 1230 in Hong Kong or Swiss Bank private

banking managers in more than 50 key financial centres around the world.

Corporation
The key Swiss bank

20TH FLOOR, ONE EXCHANGE SQUARE, CENTRAL, HONG KONG. TELEPHONE: 842 1222 FACSIMILE: 868 5411
WORLDWIDE NETWORK: EUROPE ¢ NORTH AMERICA » LATIN AMERICA * CARIBBEAN ¢ MIDDLE EAST ¢ AFRICA ¢ ASIA * AUSTRALIA
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SBC can help

Private banking: Maximising rewards, minimising risk

f investors want security they will not

now put all their money into Hong

Kong property, says Bernard von Arx,
head of the Private Banking Division of
Swiss Bank Corporation (SBC), Hong
Kong Branch.

“They will look for something more
solid with less risk attached. They certain-
ly should look at what a SBC private ac-
count offers.”

He describes SBC as one of the
strongest, most stable financial insitutions
in the world. Its broad capital base, sub-
stantial reserves and conservative lending

| policies have earned the Bank a “Triple

A” credit rating, the banking industry’s
standard for excellence.

Swiss Bank Corporation began busi-
ness in Hong Kong in 1964 as a represen-
tative office and received a full banking li-
cence in 1979.

Bernard Von Arx says: “We are not do-
ing any retail business, just a wholesale
operation. We transact all the traditional
private banking services.
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“Qur main areas of services: Money
market deposits, securities, deposit and
trading, equity bonds, foreign exchange,
share dealings, precious metal, portfolio
management, loans and credit facilities
against collateral of securities, precious
metals, guarantees, etc. and trust services.

“Portfolio management is for private
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assets. We also offer portfolio manage-
ment services for pension funds, for com-
pany assets, and institutional business.

“We provide investment advice. If clients
have an account overseas we can also offer
assistance on a representative basis.”

In Hong Kong, there are many other
large and well-established banks offering
private banking services. How does Swiss
Bank survive in such keen competition?

He answers his own question: “As |
said before, we are not in retail business.
We don’t want to compete with Hong
Kong Bank or with Hang Seng Bank in at-
tracting accounts because it's a very cost-
ly investment to build up a large branch
network.

“We cater for several types of clients
who have a larger potential. We offer them
a very discreet and personal service. People
probably come to us not only because our
Bank has a very good reputation interna-
tionally, but also because they value very
personal services which they may not re-

continued on page 61
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Factoring finance

- A means to expand your financing facilities

iu Ming Wah, Managing Director of

Heller Commercial Finance (H.K.)

Limited, says factoring is a means of
financing to help small and medium-sized
companies realise their growth potential.

“Factoring is an arrangement whereby
a company agrees to sell its accounts re-
ceivable to us on a continual basis. It ba-
sically involves four functions: working
capital financing, collection, sales ac-
counting and reporting and customer
credit risk protection. )

“When a company sells goods to de-
partment stores or supermarkets, it will
usually grant them a credit term of 60
days to 90 days.

“After delivering goods, it will submit
commercial invoices accepted by its cus-
tomers to us. We will then advance a
payment up to a prior agreed percentage
e.g. 80% of the total invoice value to him
within 24 hours. -After 60 or 90 days, we
will collect money from its customers and
refund the balance to him.”

Siu Ming Wah says there are basically
two kinds of charges for the factoring ser-
vices, namely the commission charge and
interest charge.

“Other than financing, the service also
covers debt collection and sales account-
ing and reporting. We will input all your
invoices into our own computer system,

| then we will give you weekly and also

monthly status reports of your customers.
“You can see from the report the per-

formance of your customers, who is late

in payment, how much receivables is out-

Siu Ming Wah

BANKING & FINANCE *

standing, etc. It's just like the sales system
in some companies. But now you can
save the resources for doing all these.
What it cost is simply a small commission
charges.

“Since we give you advances, we will
also charge you interest on the advance
payment to bank interest rate. If we can

SBC can help

continued from page 59

ceive at many other institutions.”

The private banking service of Swiss
Bank Corporation mainly targets individ-
uals but their assets could be held in a
company account.

“Since we have been here very long, |
think we have a very good market share.
But the potential of Hong Kong market is
very big, so there are certainly other insti-
tutions which are also very successful.

“Among the Swiss banks here, it’s pos-
sible to say we have the largest share be-
cause we have been here earlier than the
others. The longer you have been here,
the longer you have the time to build up
your customer base.

“We are not an agressive bank. We
have a conservative approach and have

built a relationship with our customers
over the years. We are here looking at
long-term commitments, not only from our
side but also from the customer’s side.”
Bernard von Arx says the bank has
grown over the years. If business contin-
ues to be good, a bank grows naturally.
He says: “If we can keep our clients hap-
py, we will have a very good chance to
grow further and that’s definitely our plan
to stay here and continue to do business.”
When comparing the banking systems at
home and in Hong Kong, Bernard von Arx
says he does not think Hong Kong has any
disadvantages compared to Switzerland.
“Hong Kong has become a very impor-
tant financial centre. It has a modern bank-
ing system working very well and a lot of
competition helping the market to develop
further. All the expertise of an important fi-
nancial centre is in Hong Kong.” E

collect the money from the customers on
the due dates, interest charge will be very
much reduced.

Siu Ming Wabh says unlike bank loans,
factoring does not needs any collateral,
thus can expand one’s financing facilities.

“When you look into a company’s bal-
ance sheet, other than equipment and
plant, inventories and receivables are also
under the assets side. Our concept is:
why don’t you fully utilise your compa-
ny’s assets and use your receivables to fi-
nance your growth? ‘

“Qur factoring services can comple-
ment your bank line of credit and thus ex-
pand your financing facilities. Also, if we
buy your receivables, your cash flow can
be increased.

“Moreover, we have an international
network. Our headquarter is in Chicago
and we have branches in Europe, Asia,
Australia and America. So if you are do-
ing export trade, we can offer you a ex-
port factoring service.

“For example, if you sell goods to a US
company, our headquarter in Chicago will
check your customer’s credit limit and col-
lect money for you. It will also provide
credit guarantee against any bad debt.”

Siu Ming Wah says apart from export
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EXPORT FACTORING PROCESS

STEP 1.

< 1. Place orders for goods and services

Supplier (Client)

Overseas buyer

2. Deliver goods and services

STEP 2:

STEP 4:

< 8. Factor invoices
Heller — H.K. Supplier (Client)
4. Advance cash (up to 80%) >
STEP 3: .
< 5. Factor invoices
‘Heller network Heller — H.K
ey sl

< 6. Collection effort

Overseas buyer

Heller network

7. Payments -
== e —
STEP 5:
< 8. Remit payment
Heller — H.K Heller network
s sl
STEP 6:
< 9. Provide report about customer receivable
Supplier (Client) Heller — H.K
< 10. Refund remaining balance of invoices
e e = ]

notification factoring, Heller provides do-
mestic non-recourse notification factor-
ing, domestic recourse notification factor-
ing and a C-5 programme which is in-
tended to assist a Hong Kong company to
control the operation and finances of its
US subsidiary doing business on credit.
“Recourse factoring means if we can't
collect the money from the customer, our
client will buy back the invoice. On the
other hand, in non-recourse factoring, we
will offer a 100% protection. Even if we
can’t collect the money after the credit
term, we will still pay you the full amount.”
He says Heller’s target clients are small
and medium-sized companies usually en-
gaged in manufacturing, trading distributing,
and servicing segments of industries with an-
nual turnover of more than HKD8million.
“We aim to help small companies
grow. Many small companies cannot get
financing from banks because they can’t
provide any collateral. Butwe can help.

“Even if you are a new company with
an annual sales turnover of less than 8
million, we may support you provided
your company has growth potential,
sound management and good products.

“Factoring is a personalised thing. It
does not like going to bank to get a per-
sonal loan. If you feel your company has
potential to grow, you can come to us.
We will offer you a factor programme
based on your financial condition and
bank record. The advance percentage is
very flexible. It can be 80% or 60%, de-
pending on your receivables.”

Siu Ming Wah says as people become
more and more sophisticated, they be-
come more used to the factoring service.

“In the past, businessmen of traditional
mind always thought their customers were
very secure and did not want our services.

“But as people get to know more about
the Western style of doing business, they
begin to accept factoring as part of the fi-

nancing effort. Now, we always receive
enquiry calls asking how factoring works.”

Siu Ming Wah says Heller wish to pro-
mote the factoring service to both the
commercial and industrial sector and is
planning to hold seminars with organisa-
tions such as Hong Kong General Cham-
ber of Commerce.

“As | said before, factoring service is
something very personalised. We can’t
put an advertisement in the newspaper
straightly saying we offer factoring with
80% advance. We have to participate in
different functions to explain what factor-
ing is and how it works.”

Heller Commercial Finance (H.K.)
Limited was established in 1972 in Hong |
Kong. It is a wholly owned subsidiary. of
Heller International Group which is the
world’s largest factoring organisation. In
1991, the Heller group of companies had
achieved an annual factoring volume of
HKD164 billion. |
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Guangdong Foodstuffs
Import & €Export Corporation
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Import and €xport bu !
Aquatic and Marine Products, Fresh ond Bﬂed lets. Vegetables, Canned Goods
Wines and Liquors, Products of rice, flour and beans, Sweets, Biscuits, Sugar, Peanut Products,
Dairy products, Beverages, Condiments and other foodstuffs etc.
Undertaking various kinds of flexible trade, mainly in foods,
such as processing with imported or supplied materials, €ntrepot Trade,
Barter Transaction, Compensation Trade and Consignment etc.
as well as Advisory Service.

B M T A I BE59%% No. 59, Yanjiang Road, West, Guangzhou, China
P.O. Box: 69 (E#})Cable: FOODCO GUANGZHOU (%E{#)Telex: 44381 KFDCO CN ({#E)Fax: 8862716



w have what it takes. Thousands
of trucks, hundreds of planes. And
computers to keep track of them all and
the parcels they carry.

But we also know that this is not

enough. So, wherever your shipment is

After 80 e in the packae eery sss,
the greatest compliment you can give UPS is
to describe us as totally predictable.

going, there is an important, additional
benefit to using UPS. Predictability. In
other words, it won't simply arrive, itll
arrive when we say it will.

Because we know, there's something
else that is totally predictable: every
improvement in transportation efficiency
directly influences your company's

profitability.
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United Parcel Service

As sure as taking it there yourself.

For further information, please contact UPS Parcel Delivery Service Ltd.,
Suite 602-610, North Tower, World Finance Centre, Harbour City, Tsimshatsui, Kowloon, Hong Kong (Tel.: 735 3535).
® Trademark and service mark of United Parcel Service of America, Inc. of U.S.A.





