The Hong Kong Mission
to the United States

RS D EE 3
A—AA—F+—A=Z+B—+=-AMA

Los Angeles



=4

L

o
Wy

LESE

There's a lot more where this came from

GEC is supplying and installing
this generating set at the New
Castle Peak Power Station. It has
an output of 360 megawatts ——
more than enough to light a lamp
for every man, woman and child
in Hong Kong.

GEC is supplying three more
sets just like this one in the Castle
Peak A Station and another four,
nearly twice as big, in the B
Station. '

GEC is involved in the
development of Hong Kongin a
big way, in street lighting, traffic
control systems, the Mass Transit

Railway, the airport, in lift and
escalator systems for public
buildings, offices and homes, and
in every type of electrical

installation.

Behind GEC Hong Kong stand
the resources of Britain's biggest
electrical and electronics
engineering organisation. Through
GEC's Hirst Research Centre in
Britain, GEC provides technological
leadership in the development of
the new products and techniques
that are playing and will continue
to play a major role in Hong Kong
life.

GEC Hong Kong is a
dedicated and professional
organisation. It has played, is
playing and will continue to play
a vital role in Hong Kong’s
development.

GEC Hong Kong

One Hysan Avenue Causeway Bay
P O Box 15 GPO Hong Kong
Tel: 5-7902828
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Chamber in Action
Extracts from the Director’s monthly report on recent activities of
the Chamber.

Results of the Hong Kong Mission to the U.S.
David Newbigging's New York Speech

Hong Kong is Region’s Number One for U.S.
Direct Investment

Figures released by the U.S. Department of Commerce show that
almost a quarter of U.S. direct investment in regional developing
countries is located in Hong Kong. Some of our regional competitors
are however growing more quickly, particularly in the manufactur-
ing sector. The Chamber believes that this is the first time reasonably
reliable, up-to-date figures on the investment pattern have been
published locally.

Message of Support from Amcham to the Hong Kong Mission

They Came, They Saw, They Conquered

A brief outline of just some of the U.S. companies that have
prospered and grown in Hong Kongand in so doing have contributed
to Hong Kong's growth and prosperity.

An Important Two Way Trading Link

The U.S./Hong Kong trading link- must now be measured on a world
scale. Trade between the two puts Hong Kong among developed
country giants such as Australia, Switzerland and South Africa. The
two-way flow is significant for the U.S.A. as well as to Hong Kong.
And much of it results from the wealth and strategic position of one
state alone — California.

Two Thirds of California’s Trade is With Region

Water — Less of it and at a Higher Cost

That seems to be the prospect facing Hong Kong in the indefinite
future, according to this special Bulletin report by Graham Jenkins.
And despite' increased help from China, Hong Kong is not unique in
this respect. By the year 2000, water will have replaced energy as
the world’s number one crisis commodity, the experts say.

In the Season of Goodwill, Beware of the Phoney Invoice

The article is adapted from CBI News, the fortnightly magazine of
the Confederation of British Industry. Members should be on their
guard against the type of fraudulent practice described; since a
number of Hong Kong companies report that they receive suspect
invoices from time to time. The Chamber itself has recently received
two examples.

In Tray
Trade in Progress

H58¥—E
HERMEHNES LZHEH

rENRERERIRBREILE L
PERBIR R A A BEHEUR © R AT BRI A R -
T2 — AR o 158 » /R R R FERFOBREK Zh - FLH
ROGER - LEEER  DHRAMERNE - HHRATHEHERE - BN
KRB BRI KTEARBEABRERRETHET

fl PR E - PR E] - fFIESF]

LUF M EEARMGEN - SLAREREERES) » THI#E -
T A AR R RS - AEPTERL o

XEGEHRETERREERZHG
MMEREMES » = N2 - RREKEETH

—EEEMEMESHER

KRBT 2 (WA HE 5 R B LA i R s B o fth 2 ey

H B EFEESRORN - B LR ES ERREROE AT - 5%

M HRBR B R EE o K RA - EhE —EH—

PRI JE R —— B & M AR E LB SE R o

KREDERESHK

R ErR ( GRAHAM JENKINS ) BEAFIEGHEBE RS

TH%"" TRERIHE R » ATl U A i A BT S0t UL o A ukBE A -RER 1)
VETE RS o BIRTL T - HERR - KR ER S

??% LA FEBEE IR o



FOR EMPLOYERS:

A NEW FUND
A NEW WAY

The GUARDIAN POOLED FUND for

Retirement Benefits is now available.
For further details, without obligation,
please contact Guardian Assurance
Company Limited at the following
address. |

. Guardian Assurance Company Limited,
Swire House, 16th Floor, Hong Kong.
Telephone: 5-264301




Membership

Total membership at end of November
was 2,716 which represents another
record figure. The average monthly
recruitment rate in 1981 is 26.5
compared to 25.3 in 1980 and 20.3
in 1979. This seems a good indication
that Chamber status in the -local
business community remains high.
Debit notes for the 1982 membership
subscription were sent out on 1st
December. As members are aware we
have had to increase the annual fee
from $1,500 to $1,800 which, | hope,
will not result in any serious loss of
membership.

U.S. Mission

After several months of detailed pre-
paration, the Chamber’'s high level
mission to the United States of
America carried out an intensive
programme from 30th November to
4th December. In their 5-day 3 city
itinerary, the mission had the oppor-
tunity of addressing nearly 1000
leading U.S. businessmen on the
present situation of Hong Kong, our
prospects and our problems. The
mission group, led by our Chairman
David Newbigging included seven
other senior members whose combined
experience covered all aspects of
Hong Kong's economic, trade and
industrial development. Most of the
functions at which mission members
met their U.S. business counterparts
were arranged by major U.S. banks
but included The Hongkong and
Shanghai Bank (with Marine Midland),
Arthur Anderson & Company and
several major trade organisations in
New York, Chicago and Los Angeles,
A report on the mission will be pre-
pared and follow up work has already
begun with companies which ex-
pressed an interest in Hong Kong
during the course of the mission.
Elsewhere in this edition of the
Bulletin, we have published the main
speech delivered by David Newbigging,

with appropriate regional modifica-
tions, at the seven major functions
in the three cities. | am sure that
members will agree that it is a well
balanced, and accurate account of the
Hong Kong of today and a reassuring
presentation on the Hong Kong of
tomorrow.

Computerization

The Phase IV — Importer/Exporter
Enquiries System, is now underway.
Circulars with reply forms have been
sent to over 2,000 trader members for
information on commodities handled
by each company. The data collected
will be used to direct trade enquiries
more precisely.

Committee Members' Dinner,
1982

The annual Committee Members’
Dinner will be held at the Mandarin
Hotel on Thursday, 21st January,
1982. Once again, the Governor, Sir
Murray MaclLehose, has accepted an
invitation to be the principal guest of
honour. On previous occasions, he has
delivered wide-ranging speeches re-
viewing the economic and social
development of Hong Kong. This will
of course be the last opportunity for
him to attend the Committee
Members’ Dinner as Governor and we
shall have a full turnout of members
for this special occasion.

Hong Kong Kagoshima
Conference and Meetings,

2nd — 5th November

To promote trade, tourism and cul-
tural exchanges between Hong Kong
and the Kagoshima Prefecture, Japan,
a group of 40 delegates from
Kagoshima led by Governor K.
Kamada, visited Hong Kong in early
November. The four-day programme,
co-ordinated by the Chamber, in-
cluded visits to the Taipo Industrial
Estate, the new towns in the New

The Chamber
in Action

These two pages summarise for
members’ information recent activities
of the Ghamber. These are extracts
from the Director’s monthly reports
issued to General and other committee
members.

Territories and various trade organisa-
tions and a major economic con-

ference. Opened by Bill Dorward,
Director of Trade, Industry and
Customs, the conference examined

various aspects of trade, industrial, and
cultural interchange between the two
areas with a view to increasing the two
way flow, Sir Y.K. Kan and Governor
Kamada delivered keynote addresses.
The conference followed a similar one
last year and it is now likely that this
will become an annual event.

Taxation Committee

A submission was made to the
Financial Secretary, copied to the
Commissioner of Inland Revenue and
UMELCO, making recommendations
for inclusion in the 1982/83 Budget.
These include an increase in personal
allowances, relief under salaries tax for
home owners and against life insurance
premia, elimination of the interest
withholding tax and relief for current

Warning to Members

The Chamber has recently received
two invoices for considerable sums
of money sent by foreign companies
which apparently offered an entry
in a telex or trade directory. The
original document is -normally
couched in terms which suggest a
free entry but the small print usual-
ly indicates that there is a substan-
tial charge involved for subsequent
entries. Some of these directories
are non-existent and the approach
is fraudulent.” We suggest that
members of the Chamber should
examine any such proposal most
carefully to ascertain whether the
offer of a free directory entry is
genuine. If your company has
received such offers or invoices, we
would-be pleased to take the matter
further with the Consulate of the
country concerned.
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Get BIG Results
Through Chamber s~ Ads.

In response to requésts from many members, the Chamber now offers a new service —
small ads.

Similar to the classified columns of the daily press, Chamber small ads will appear
weekly from 11th November, 1981 together with each mailing of our Trade Enquiries
circulars,

There are a thousand ways in which small ads can help your business — contact making,
sale of products or services, staff recruitment, sale of quota, new suppliers, tenders

etc — or assist with your personal affairs — sale of property, accommodation wanted, a
new partner for your boat, and so on.

Chamber small ads go to all 2700 members of the Chamber and land on their desks
every Thursday morning. And because they reach members along with our Trade
Enquiries they will catch the attention of the executive who has no time to go through
the newspaper columns,

We Anticipate a Heavy Demand ‘
and Space is Limited — Act Now!!

Send coupon to Hong Kong General Chamber of Commerce, 902, Swire House, Hong Kong.

(PLEASE PRINT)
Name : )
Address :. -
N Tel. No. :
INSERTION DATES (tick days required) Please enclose your cheque in prepayment made
JAnuERy out to Hong Kong General Chamber of Commerce.

Advertisements must reach the Chamber 10 days

February : @ prior to the date of publication.
March : EE

Rates : $1/word. Minimum $50/per insertion

Reply box fee $15 (if required)

Authorized Signature:
No. of words x no. of insertions =$

Please find cheque attached for total cost of $

Please print advertisement in BLOCK LETTERS I

Continue on a separate sheet if necessary

d




trading losses between group related
companies in Hong Kong.

Shipping Committee

The Committee met on 26th
November. The possibility of review-
ing the role and functions of the
Shipping Committee in view of recent
developments in the shipping industry
was discussed. The Committee also
agreed to support a draft submission
to the Government concerning con-
ditions for registration of ships in
Hong Kong by foreign companies.
These will be referred to the General
Committee for consideration and
advice.

Central & South America Area
Committee

The Committee met on 6th November
and decided to carry out further
research among past participants be-
fore finalizing the itinerary of the
1982 Trade Mission to C & S America.

West Europe Area Committee

At a meeting on 18th November, the
Committee agreed to invite the French
Trade Commissioner in Hong Kong to

brief them on the French
Government’s import policy with
particular reference to the recent

restrictions on the import of electronic
watches and other items from Hong
Kong.

Japan, Taiwan & Korea Area
Committee

The Committee met on 17th
November and decided to postpone
the proposed Trade Mission to Korea
to September 1982 to align with the
first Korea Trade Show.

Mission to Nigeria 9th — 20th
January, 1982

A total of thirteen representatives
from twelve member companies have
confirmed their participation in the
mission to Lagos, Nigeria. A briefing
meeting was held on 2nd December.

Egyptian Delegation

The Arab Area Committee met on
23rd November to receive an Egyptian
delegation led by Dr. Mohamed K.
Anons, Chairman of the Arab Foreign
Trade Company. Ways and means of
promoting two-way trade between
Egypt and Hong Kong were discussed.

Portuguese Economic Mission
The mission, led by Mr. A.V. Pinto,
President of the Foreign Investment
Institute, met members of the West
Europe Area Committee on 13th
November in the Chamber Boardroom.
Useful views were exchanged.

Finnish Delegation

The West Europe Area Committee also
met a group from Finland on 30th
November. Discussion centred on the
possibilities for further development
of trade between the two areas.

“Selling to Japan’’ Seminar,

26th November

Mr. Ernest Leong, Assistant Director,
Trade Division, participated as a panel
member in the seminar which was held
at the Regent Hotel. The seminar
which was organised by the Hong
Kong/Japan Business Co-operation
Committee and supported by a num-
ber of trade organisations including
the Chamber, was well attended and
useful views were exchanged among
the participants.

Yokohama Economic Promotion
Mission

Following the successful Yokohama
Conference on Economic Co-operation
in July this year, the Yokohama
Chamber of Commerce & Industry and
the Yokohama Association for
International -~ Communications &
Exchanges sent a 14-member mission
to Hong Kong between 25th and 27th
November. The mission was led by Mr.
T. Fujisawa, Vice-President of the
Yokohama Chamber. Individual busi-
ness appointments were made for

The Chamber
in Action

interested members to meet the
mission on 26th in the Chamber
offices.

The Hong Kong for New Arrivals
Course, 24th — 26th November

The November Course, with a larger
than usual attendance of 38 executives
from member companies, was com-
pleted successfully. Speakers included
Mr. Peter Tsao, Commissioner of
Industry; Commissioner for
Recreation & Culture, E.B. Wiggham;
Dr. Victor Sit, University of Hong
Kong; and Dr. Eric Yeung, Perfekta
Enterprises Ltd. Mr. C.E. Beckett
of the China Office, Hongkong &
Shanghai Banking Corp. also addressed
the course on the Chinese economy.

Business Roundtable Luncheon,
23rd November

The latest session on Personnel
Management, given by P.F. Barrett,
Assistant General Manager Designate
of the Hong Kong Telephone Co. was
attended by 27 members. This was
another successful session and in fact
demand was so great that a repeat had
to be arranged for 7th December.

Good Citizen Award -
Presentation, 6th November

A large scale presentation took place
at the Stage IV Podium in Tai Koo
Shing on the Friday evening. Awards
ranging from $500 to $1500, totally
$39,000, were made to 44 good
citizens,

We take this opportunity
to wish all our members

a pleasant X'mas and a
profitable 71982.

The staff of the Chamber
look forward to another

year of service to our
members.
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cabinets into one.

Show you how to turn 20
kilograms of paper into 170 grams.
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MICROFILM.
The of space.

Kodak (Far East) Limited

Kodak House, 321 Java Road, North Point, Hong Kong.

Tel: 5-635171

Today, rmore and more
of your increasingly
expensive office space is
being wasted. Choked by
bulging files of mushroom-
ing paperwork.
Kodak microfilm technology
can change all that. Slash your
storage space and your space
costs in the bargain.
Kodak can show you how to
turn 540 standard-size filing

Show you how to store 26,230 business letters
in a cartridge that fits in your shirt pocket.

And with Kodak microfilm equipment, your time
savings on sorting, filing and retrieving your
documents are just as impressive. And just as
substantial.

it boils down to this: Kodak microfilm can save
you money. Lots of it.

At a time when Hong Kong office rents are
going through the roof, doesn’t it make good
business sense to find out more about Kodak
microfilm?

For a free, no-obligation analysis of what we
can do for you, just mail this coupon. Or call our
direct line: 5-646867.

‘Pm interested in learning how KODAK microfitm products
can benefit my business.

[ Have your microfilm specialist call me.
3 Send me information about KODAK microfilm products.

Name:

{0 Arrange a demonstration of KODAK microfilm products for me.

Company: Title:

Address:

Telephone:

SCMP



Results of the
Hong Kong Mission

to the U.S.

Mr. David Newbigging, Chamber chair-
man who led the Hong Kong Mission
to the United States, said Mission
members were pleased by the success
of their tour.

‘We were very encouraged by the
friendly,  interested and constructive
response we received in the U.S.," he
said.

‘In a week we met with more than
1,000 senior American executives re-
presenting the commercial, industrial
and financial communities of the three
largest U.S. cities — New York, Chicago
and Los Angeles.’

‘We had the opportunity to meet with
these people at events hosted by the
chairmen of some of America’s largest
financial institutions and trade organi-
sations. We were able to convey a
picture of Hong Kong today and its
possibilities for the future to many of
America’s top editors.”

‘Many questions and issues were
covered. Among them: The future of
Hong Kong and its relationship with
China and Britain, the importance of
Hong Kong as a commercial and
financial centre, the current situation
concerning the cost and availability of
commercial, industrial and residential
real estate in Hong Kong, the business
operating environment in the territory
and Hong Kong’s commitment to up-
grading its technological skills across a
wide range of industries.’

Mr. Newbigging ‘said the Mission’s
American audiences had responded
with enthusiasm to an outline of Hong
Kong’s open door policy on trade and
investment against a background of
stable and consistent government
policies working in close cooperation
with the private sector. In this con-
nection, he particularly emphasised
that foreign companies operating with
or in Hong Kong are treated as equals
to Hong Kong enterprises.

Other members of the Mission were
Messrs. John Marden, Vice-Chairman
of the Chamber, and Chamber mem-
bers Jack Tang, Roy W. Smith, F.W. Li,
C.H. Tung, lan MacDonald and the

Chamber
Gregor.
The Mission began on November 30 in
New York at two events hosted by Mr.
Walter Wriston, Chairman of Citibank,
Mr. Willard Butcher, Chairman of
Chase Manhattan, Mr. Lewis Preston,
Chairman of Morgan Guaranty and Mr.
Edward Duffy, Chairman of Marine
Midland. .
Among 300 top U.S. executives atten-
ding the first day’s events were Mr.
Frank T. Cary, Chairman of IBM, Mr.
William S. Paley, Chairman of CBS,
Mr. John Regan, Chairman of Marsh
and MclLennan, Mr. Barry MacTaggert,
Chairman of Pfizer International, Mr.
Ward Hagen, Chairman of Warner
Lambert, Mr. William Sneath, Chair-
man of Union Carbide and the former
Secretary of the Treasury, Mr. William
Simon,

In a luncheon speech Mr. Newbigging
emphasised Hong Kong’s commitment
to free enterprise as the prime mover
of progress and Hong Kong’s willing-
ness to accept the discipline imposed
by market forces.

‘Hong Kong neither believes in nor can
it afford economic nationalism,” Mr.
Newbigging said.

Central to Hong Kong's success, Mr.
Newbigging said, is what he described
as the ‘work ethic’ of Hong Kong’s
population with its high rate of pro-
ductivity.

In Chicago, Governor James Thomp-
son of lllinois, told an audience of
200 top U.S. business leaders that
Illinois needed to increase its trade re-
lations with the Asia Pacific region. He
spoke at a luncheon, hosted by Mr.
Barry Sullivan, Chairman of First
National Bank of Chicago and Roger
Anderson, Chairman of Continental
lllinois Bank, in honour of the Hong
Kong Mission,

Mr. Newbigging, speaking to the group
including many Chairmen of Chicago’s
largest companies, said Hong Kong
welcomed a greater participation in its
business life by Mid-West firms.

‘We are more than open to your ideas

Director, Mr. Jimmy Mc-

for new investment and trading op-
portunities,” he said. ‘We believe Hong
Kong and its businessmen have much
to offer your companies and we would
all like to see more of you in our part
of the world.’

Earlier, the Hong Kong Mission were
guests at breakfast hosted by the Chi-
cago Association of Commerce and In-
dustry and attended by more than 100
businessmen.

Mr. F.W. Li, Chairman of the Hong
Kong Industrial Estates Corporation,
told the group of facilities available in
the industrial estates for qualified in-
vestors and Mr. Roy Smith Jr., Chair-
man of Esso Hong Kong Ltd., spoke of
the operating environment a U.S. com-
pany would find in the territory.

The audience was addressed by other
members of the Hong Kong Mission,
including Mr. John Marden on real
estate development, Mr. C.H. Tung on
the shipping industry and Mr. lan Mac-
Donald, of the Hongkong and Shang-
hai Banking Corporation on financial
issues.

The Mission concluded its visit to the
United States with two luncheons at-
tended by 200 Californian leading busi-
nessmen in Los Angeles. One luncheon
was hosted by Mr. Samuel Armacost,
President of the Bank of America.

Los Angeles Mayor, Mr. Tom Bradley
welcomed the Mission and spoke of his
efforts to encourage greater trade be-
tween California and Hong Kong over
and above the current US$2 billion a
year.

The Chamber is following up all the
contacts the Mission made while in the
United States, mailing detailed facts and
figures about the opportunities znd
potential of the total package Hong
Kong has to offer in trade, investment
and as a regional headquarters. But
even before that has been completed
response to the Mission’s work, in the
form of further U.S. inquiries, has been
immediate and is expected to grow for
many months ahead. The Mission
could lead to the strengthening of
Hong Kong’s representation in America.C)
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:‘) David Newbigging's

- New York Speech

30th November, 1981

Introduction

First of all may | say how delighted we
are to be in New York, how much we
appreciate the tremendous hospitality
with which you have welcomed us,
and how impressed we are by the
distinguished group that has gathered
here today.

Many people regard Hong Kong as the
New York of the Far East, Indeed
New Yorkers invariably feel comfort-
able there: the restaurants are packed,
the sidewalks are jammed and the Star
Ferry at 6 o’clock is not at all unlike
the Lexington Avenue Express at the
same hours. Hong Kong, like this great
city, is a place where you can buy
anything at any time and where selling
is a part of everyone’s thinking. It is
Hong Kong’s energy and creativity
that makes it a commercial and
financial centre out of all proportion
to its size.

Objectives of mission

Many of you will no doubt still be
recovering from Thanksgiving so | will
not dwell on the fact that Hong Kong’s
third largest crop is pumpkins. Indeed,
hard selling our exports, lobbying in
connection with textiles, asking for

money: these are some of the things ‘

we have not come to the United States
to do. What we are here for is to tell
you something of what is going on in
Hong Kong and how the future looks
through our eyes; and to explain why
we consider there are really significant
opportunities for American enterprise
in and to elicit your enthusiasm for
Hong Kong.

Basic data

A few facts and figures might be help-
ful to put Hong Kong into perspective.

It is a territory of some 400 square |

miles — about a third larger than the
area enclosed by New York’s City
limits. But only some 15% of our land
area (which is mainly mountain and

small islands) has been developed for
living and working. Within this tiny
area lives a population of at least 5.2
million; about three quarters that of
New York.

During 1980 this tightly compressed
community exported about $20
billion worth of goods: equivalent to
nearly 9% of the total exports of the
U.S. This scarcely credible figure
reflects two decades of double digit
economic growth. In the last five years
alone, our domestic exports have
grown by 14% p.a., our reexports by
24%, and our overall GDP by 11%
p.a., all in real terms. Even this year,
with economic recession amongst our
major customers and record interest
rates, our G.D.P. will grow by about
10% in real terms. In overall trade we
rank alongside such large, resource-rich
countries as Brazil and South Africa.
Thus, while you need a large scale map
actually to see Hong Kong, it has
become very visible in economic terms.
Reflecting the massive development
programme of recent years, public
sector expenditure has risen to about
22% of the GDP. This is well below
ratios characteristic of most western
economies  including the U.S., but is
historically high for Hong Kong.
However, despite increasing govern-
ment expenditure and despite a liberal
tax regime Hong Kong has virtually no
government debt.

Dry numbers tell part of our story, but
there are several other reasons why we
believe Hong Kong should merit your
attention.

Belief in free enterprise

First, despite the many obvious dis-
parities between the U.S. and Hong
Kong, we have one vitally important
common characteristic — our shared
belief in free enterprise as the prime
mover of progress and our willing
acceptance of the discipline imposed
by market forces.

| am sure many of you will have had

experience of negotiating major
investments in developing countries.
You will therefore be familiar with the
requirements that have become
typical — so much of the equity must
be held by local citizens; the local
content in your purchases must be
such and such; the maximum number
of foreign managers you can bring in is
that; this is the list of permissions you
need to let a contract or repatriate
profits — and so on. Perhaps the ground
rules were changed just after hunderd
million  dollars was irrevocably
committed. Even your vocabulary may
have gained a new expression — “legiti-
mate national aspirations’’.

Even if the motives of the country
concerned are well meaning and
sincere, cumulatively these factors
amount to a major additional obstacle
between business and its central
objective — the job of wealth creation
in its widest sense.

Hong Kong neither believes in nor can
it afford economic nationalism of this
type (or indeed of any other). Thus if
you do business in Hong Kong you are
likely to find that the only people
getting in your way are your com-
petitors.

Constructive political
environment

| Another feature which distinguishes

Hong Kong from many developing
countries is our system of government.
It is unique in the modern word but it
provides stability and it works. Hong
Kong’'s Governor — our chairman and
chief executive officer, if you like — is
appointed from London. He presides
over Hong Kong's two main constitu-
tional bodies: the Executive Council,
which advises him on policy, and the
Legislative Council which deals with
lawmaking and also controls public
expenditure. The members of these
Councils are all appointed — some
drawn from the senior ranks of the
administration and others from the

8 THE BULLETIN JANUARY 1982




private sector. This pattern of private
citizens’ involvement in the processes
of government is reproduced at all
levels via a multiplicity of advisory
committees. This provides a construc-
tive partnership between administra-
tion, community interests and the
private sector. It is both sensitive to
the aspirations of Hong Kong's people
and also acts as a curb on the natural
tendency of bureaucracy to spread its
wings. As | say the system works.

The work ethic

One of the main reasons Hong Kong
works is because of its people. They
not only work hard: they are highly
and increasingly productive. For ex-
ample female labour in Hong Kong
is estimated to be some 40% more
productive than its western counter-
part. It may sound curious to single
out the ladies but they play a critical
role in some of our newer industries
such as electronics. Over the last ten
years Hong Kong's per capita produc:
tivity growth averaged over 7% p.a. in
real terms - faster even than Japan and
some seven times the U.S. growth rate.
Hong Kong's critics - and they do exist
- complain about our land prices and
rents. In fact prime office and
residential space costs much the same
as it does here in Manhattan, perhaps
rather less prices having recently come
off by 20-30% reflecting a more
balanced supply/demand equation.
For the first time in recent memory
there is no waiting list for industrial
land, with the government's major
efforts on /fand production now
bearing fruit. Factory space is abun-
dantly available at reasonable rents.
Also, these critics consistently fail to
recognise the intensity with which
our offices and factories are used. A
typical Hong Kong office may contain
50% more people than its New York
counterpart, also by working on
Saturdays, utilisation is increased by a
further 10% or more. The same goes
for factory space: with Hong Kong's
productivity, factory rent normally
represents 5% or less of a finished
product’s cost.

Another vital factor is flexibility. It is
wages, not unemployment, that move
up and down in line with fluctuations
in international demand for

products. Also in compact Hong Kong |

employees readily switch both the
location and the type of their work in
response to the dictates of the market
place.

Recognition of real rather than
imagined interests is aiso reflected in

Hong Kong’s astonishingly harmonious
industrial relations. The proportionate
number of days lost through strikes is
consistently one tenth or less than that
experienced in typical western free
market economies.

What this all’adds up to is a cost struc-
ture that adjusts rapidly to external
circumstances,
sources, keen international competi-
tiveness, high employment, and real
wage increases financed by productivity
growth. Indeed, apart from Japan, our
industrial wages are among the highest
in the region. These are the real factors
underlying the quantum of Hong
Kong’s industrial production: the

image of sweated labour has long been |

a myth.

Entrepreneurial flair and
technology

Hong Kong has also been very fortunate
in both breeding and attacting out-
standing entrepreneurial talent.

it is our entrepreneurs who have
harnessed this invaluable resource
of manpower and womanpower to
the production of a rich variety of
products and services;

it is they who roam the world
winkling out new and often obscure
markets — such as fireworks for
Bolivia and baby carriages for
Nicaragua;

it was they who recognised Hong
Kong’s need to specialise and to go
up market;

it was they who perceived the poss-
ibilities of new technologies, and
have gone out and obtained access
to them;

it is they who have put these suc-
cessfully into practice in Hong Kong
and have made substantial invest-
ments to do so;

such is their confidence in the new
that they frequently, and at no
small cost, abandon the old to
make room for it.

In doing all this our entrepreneurs
have had plenty of encouragement
from the government: they have not,
however, been subject to ““administra-
tive guidance’ or received any govern-
ment subsidies.

The result is there to see not only in
our export figures but in how our key

our | industries have been transformed:

— in textiles from the basic spinning
and weaving functions to the manu-
facture of finished high fashion
garments;

— and in electronics from transistor
radios in the 1960s to personal
computers today and soon micro-

efficient use of re- |

chips themselves.

These transformations have direct
relevance to U.S. business. For example
we are the world’s largest garment ex-
porters but, reflecting the growing
sophistication of this industry, we are
also importing annually over $2 billion
worth of textiles: about $150 million
of this from the U.S. and we want to
do more. We also have an increasing
appetite for purchasing U.S. technology
in fields as diverse as microelectronics
and offshore drilling rigs.

“Multinational chemistry”

Hong Kong has no alternative but to
be outward looking and over the years
it has developed what | call a ““multi-
national chemistry”. Without sacrific-
ing its essential ““Chineseness’’ Hong
Kong has absorbed positive cultural,
social and economic influences from
all over the world. Without doubt
among the strongest and most con-
structive relate to your own country,
Every year nearly 3000 students from
Hong Kong come to the U.S. — mostly
to your universities and business
schools. The end product is a large,
highly competent cadre of managers
capable of melding American organisa-
tion with Chinese tactical skills. On a
different plane, pop and hamburgers
are becoming almost as familiar as
noodles and soya sauce, Different
again, in just two months time we shall
have the pleasure of listening to one of
your finest orchestras, the Cleveland.
Hong Kong is far from being yet
another example. of American sub-
culture: however it does have the
facility of attracting the best from over-
seas: it is both used to and comfortable
with the ways of the west.

This is, of course, a two way street.
There are American owned container
terminals in Hong Kong and Hong
Kong owned terminals in the U.S.; and
the same is to be found in banking,
real estate, hotels, stock broking and
many other fields.

Hong Kong'’s regional role

Even excluding both China and Japan
the countries of the East Asian region
with combined populations ap-
proaching 320 million, gross national
products of some $300 billion and real
growth rates averaging nearly 10% p.a.
represent a significant economic
force. Inclusion of Japan adds over $1
trillion to the gross regional product
and about 120 million to the popula-
tion. Hong Kong is right in the middle
of this region and well on the way to
becoming its commercial capital.

-
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The countries of the region divide
naturally into two basic categories.
Those such as Indonesia, Malaysia and
the Philippines with large land areas,
natural resource-based economies —
agriculture, plantations, oil and. min-
erals — and populations predominantly
of Malay stock, provide the region’s
muscle and bone. On the other hand
the smaller industrialised, increasingly
technology-intensive countries such as
Japan, South Korea, Taiwan, Singapore
and Hong Kong with densely-packed
populations, whose predominant ethnic
and cultural background one can des-
cribe as “‘neo-Confucian’’, act as the
region’s nervous system.

One of the key dynamic forces of the

region is the interplay between the

two types of economies and cultures:
the end result being arich kaleidoscope
of products and services.

Indeed Hong Kong has become the

major service centre for the region.

This was a natural development given

its geographical location, its freedom

from ecnomic nationalism and ex-
change controls, its liberal and simple
tax regime, its well educated popula-
tion and its outstanding communica-
tions facilities. In fact during the 1970s
the growth of the service sector of

Hong Kong’s economy was even faster

than that of manufacturing.

One can observe many different facets

of this phenomenon:

— Hong Kong is now the world’s third
leading financial centre after New
York and London;

— we receive about 2.5 million visitors
a year — equivalent to nearly a half
of our own population;

— ownership in Hong Kong of some
55 million tons of shipping — ex-
cluding flags of convenience the
world’s  3rd biggest shipowning
community;

— the use of Hong Kong as regional
headquarters for many multination-
al corporations as well as for firms
supplying legal, accounting, consult-
ing, advertising services and so on.

This major sector of our economy —

the invisibles — now virtually com-

pensates for our visible trade deficit.

In addition we have hopes of develop-

ing Hong Kong as a base for the off-

shore oil service industry. Discussions
regarding the .exploration and, hope-
fully, eventual development of the
seabed off China’s southern coast are
at an advanced but delicate stage.

Hong Kong already has many of the

facilities required to support the off-

shore operations of oil companies and
their attendant contractors and service

firms, and we have active plans for
developing more.

China

Some observers of Hong Kong's eco-
nomic performance say “‘that’s all very
fine today but what happens in 1997
when the New Territories lease
expires?’’
This mission’s crystal ball cannot tell
you exactly what constitutional ar-
rangements will be worked out, What
we are convinced of, however, is that
practical solutions will be found and
that, in essence, Hong Kong's economic
status will remain unchanged well into
the twenty first century.
The reasons for our confidence are
quite straightforward. China’s central
objective is modernisation. Progress:is
being achieved but the task is immense
and the pace is slow. Hong Kong's con-
tribution to China’s economic develop-
ment is, however, fundamental and
Hong Kong loses no opportunity to
make itself useful to China. What if
politics in China do take a turn for the
worse? It is highly relevant that, even
when the Cultural Revolution was at
the height of its fever, the Chinese
authorities did not allow Hong Kong
to be overwhelmed. Self interest
prevailed.
Many of you, | am sure, will have
recently been involved in efforts to
generate business with China and, in
doing so, will have experienced the
contrast between euphoric expectation
and frustrating reality.

You will thus have gained some appre-

ciation of China’s current problems

which include:

— a severe shortage of experienced
managers and  decision-makers,
reflecting the loss from the cultural
revolution of two generations of
higher education;

— manufacturing plant that is mainly
antiquated and inefficient;

— inadequate infrastructure, particu-
larly rail roads and seaports;

— and a desperate shortage of foreign
exchange.

But,

China’s new leadership, many positive

changes have occured:

— ideology has been significantly
tempered by pragmatism with the
profit motive being accepted in
many areas;

— the value of foreign technology has
been recognised; ‘

— major strides have been made in
developing a body of commercial
and tax law;

— the bureaucracy has been reorganis-
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following the emergence of |

ed involving some devolution of
power;

— the recent policy of “readjustment”’
has set sensible economic priorities.

In much of the West “readjustment” is

seen as a negative. It was in fact a

necessary stabilising factor which, by

curbing a headlong rush, should pre-
empt a subsequent backward lurch.

As for Hong Kong’s multifaceted con-

tribution to the development of China,

a few examples will have to suffice:

— Hong Kong takes about 25% of
China’s visible exports and in total
is the source or conduit of about
one third of all China’s foreign ex-
change earnings (indeed.” Hong
Kong's total foreign trade is larger
than China’s);

— most of China’s prized inward
foreign investment comes from
Hong Kong;

— Hong Kong also provides fertile soil
for China’s own investments —
estimated at $3-5 billion in Hong
Kong alone;

— with its combination of western
style economy and Chinese culture,
Hong Kong provides a uniquely con-
venient testing laboratory for
China’s own commercial operations,
as well as a reservoir of modern
skills and technology.

This growing interdependence between

Hong Kong and China not only pro-

vides a basis for special consideration

towards Hong Kong and thus con-
fidence in its long term future; it also
renders Hong Kong the ideal base
camp for the China mountain, so far as

U.S. businesses with a head for heights

are concerned. Furthermore you will

find in Hong Kong some highly effec-
tive climbing partners.

The environment and
infrastructure

A description of Hong Kong that deals
only with our attitudes towards free
enterprise, our vigorous industrial de-
velopment, the non-interventionist
policies of our government — all per-
fectly true — might create the impres-
sion that it is a wide open city in which
“anything goes’’, with all that this im-
plies in terms of social conditions, law
and order and the environment. How-
ever, the facts do not support this view.
| — About 40% of our population
already lives in public housing,

— We have the highest population
density in the world but we also
have one of the three lowest infant
mortality rates and the highest life
expectancy rate of any country in
the Asian region.




— By the mid 1980s the government’s
housing programme will have turned
towns that in the 1970s were the
size of such places. as Union City,
New Jersey or Danbury, Connecticut
into cities with populations equiva-
lent to Baltimore or Rochester.
And we have five such projects in
hand at once.

— Yet no less than 40% of our land
area is peaceful country park in
which no development or indeed
private motor vehicles are allowed.

— Education is free and compulsory
up to the age of 15.

— Adjusting for population differ-
ences, your chances of being robbed
are about 6 times as great in New
York as they are in Hong Kong, of
being murdered about 12 times and
of being raped (if it applies) about
27 times.

| hope these examples indicate that —

thrusting and free though it is — Hong

Kong is not a devil-take-the-hindmost

society; we help and try to protect the

disadvantaged; we do keep order; we
care about our environment.

Confidence

Before closing, | would like to sum-
marise the main grounds for a feeling

of confidence in Hong Kong today and
in the future:

Hong Kong is of a size, economical-
ly, to be taken seriously;

its long standing commitment to
the free enterprise system and
market-oriented economy is as
strong as — perhaps stronger than —
ever;

Hong Kong has demonstrated an
ability to ‘keep up_with and, in
some instances, to lead the world in
the manufacturing and service
industries in which it engages and in
which it has bred a number of
home grown companies of genuine
world standing;

the invisible earnings from its service
industries are, in approximate terms,
making up for the visible trade
deficit;

its government has maintained
growth with stability and freedom
of choice, at the same time as deal-
ing with intense and complex social
problems;

Hong Kong has grown rapidly with-
out government debt, and has the
capacity to go on doing so;

it is playing an increasingly useful
role in support of China’s long term
objectives;

— Hong Kong is the recipient of sub-
stantial long investment from China
as well as from many other nations;

— finally, its own companies and in-
dividual citizens, with choices un-
fettered by exchange controls, are
themselves putting their money
where their mouths are by making
substantial investments in Hong
Kong.

Conclusion

Ladies and gentlemen, we on this
mission believe in backing winners.
The economic relationship between
the U.S. and Hong Kong is successful
one based on mutual advantage. We
believe it can become more dynamic
still. Increased exports in both direc-
‘tions are part of this, as are increased
two way direct and portfolio invest-
ments and joint ventures. The more
Hong Kong can increase its usefuiness
to American enterprise in the Asia
Pacific region and in China, the better
we shall be pleased. The door is open:
we invite you to walk through it.

May | conclude by proposing two
toasts: first, to our generous hosts for
their truly magnificent hospitality; and
secondly, to the continued success of
U.S. enterprise in Hong Kong. O
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Hong Kong is Region'’s
Number One for U.S.
Direct Investment

by Harry Garlick

Figures released by the U.S. Department of Commerce show that almost a quarter of U.S.
direct investment in regional developing countries is located in Hong Kong.

Some of our regional competitors are however growing more quickly,

particularly in the manufacturing sector.
The Chamber believes that this is the first time reasonably reliable,
up-to-date figures on the investment pattern have been published locally.

Hong Kong represents the United
States’ major direct investment stake
in developing Asia/Pacific countries,
U.S. investment at end-1980 in Hong
Kong at almost US$2 billion is small
in comparison with investments in
regional developed countries such as
Australia at $7.5 billion and Japan at
$6.3 billion, but nonetheless accounts
for 23.4 per cent of total U.S. invest-
ment in the Region’s developing
countries. This puts Hong Kong con-
siderably ahead of countries such as
Indonesia with 16 per cent, where the
investment is largely restricted to
petroleum, Philippines with 15 per
cent and Singapore with 14 per cent.
Hong Kong has continued to attract
new investment from the United States
during recent years. It has held its own
with an equivalent growth rate to that
of the Philippines and South Korea
(48 per cent during the period 1977-
80) but is growing less rapidly than
Singapore and Taiwan. Singapore has
grown by 132 per cent over the same
period, and Taiwan by about 100 per
cent but both from a considerably
smaller base.

In particular sectors, some of our com-
petitors can also be seen to be doing
rather better than Hong Kong. For
instance, investment in manufacturing
in Singapore has grown at a consider-
ably faster rate than investment in
Hong Kong manufacturing. The Philip-
pines (21 per cent) of total regional
manufacturing investment, Singapore
(15 per cent) and Taiwan (13 per cent)
all have higher manufacturing sector
investments than Hong Kong. Hong
Kong is very close to the level of Tai-
wan and may be regarded as also hold-
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ing an equivalent 13 per cent. A few
years ago manufacturing investment in
Hong Kong was however almost twice
that of Singapore. In other sectors,
most notably trade, banking and finan-
cial services, Hong Kong dominates the
Region.

Figures such as those quoted must be
treated with caution, since statistics
gathering on an international scale is
notoriously prone to a variety of leads
and lags, errors and omissions. It is no
secret that the Hong Kong Govern-
ment’s Department of Trade, Industry
and Customs has over the years ex-

perienced considerable difficulty in
obtaining a realistic estimate of the
U.S. investment here in manufacturing.
While it is not difficult to record new
investments arriving in Hong Kong,
and their overall value, it is not so easy
to keep track, for instance, of the re-
valuations in assets which established
companies will from time to time
makes. Obviously, the latter factor has
a considerable impact on the overall
value of the investment, over a period
of time.

The figures The Bulletin has used have
been derived from the U.S. Department

US Direct Investment in Selected Regional Countries (US$M)

1980 % Growth Rate 1977-80
1969 23 48%
1334 16 35%
1244 15 48%
1196 14 132%

618 7 33%

587 7 48%
7510 6 97%

88

1977 %
Hong Kong 1328 24
Indonesia 984 18
Philippines 837 15
Singapore 516 9
Malaysia 464 8
South Korea 395 7
Taiwan 259 _5
86
US investment in the region overall grew by 52%

Regional Manufacturing Income and Relation to Size of Investment

al

% of Total Region
Manufacturing Income
Generated
Singapore 32
Taiwan 16
Philippines 15
Hong Kong 13
76%

Income

Size of Investment

37%
21%
13%
18%

x 100




Spread of US Direct Investment in Three Regional Centres (1980)

Hong Kong Singapore Philippines
Banking & Financial Services 30% 10% 12%*
Trade 26% 2 13% 7%
Manufacturing 17% 32% 43%
Petroleum 10% 38% 27%
83% 93% 89%

*The financial services investment in Philippines is greater overall than in Singapore,
making Philippines No. 2 in the region for US financial investment.

of Commerce, which is probably as
authoritative a source as one could
hope to consult. While the Department
does not claim that their figures are
foolproof, they must certainly be
looked upon as providing a good guide,
and certainly a guide which would be
acceptable to the majority of U.S.
businessmen when making planning
decisions. However, to guard against
any rash claims, The Bulletin has
analysed the data made available by
the Department of Commerce in per-
centage terms for the most part, rather
than quoting absolute figures.

To set the picture in perspective, it
nonetheless must be said that the
estimated total of U.S. direct invest-
ment worldwide at the end of 1980
was US$213 billion. The majority of
this, 45 per cent, is invested in Europe.
Only some 4 per cent, or $8.4 billion,
is invested in the developing Asia/Paci-
fic countries, This compares with
about 3 per cent in the OPEC coun-
tries.

During the years between 1977 and
1980, U.S. total overseas investment
increased quite rapidly, by as much as
46 per cent in current values. The de-
veloping countries increased their
share from 21.7 per cent to 24.6 per
cent, and the East Asia/Pacific Region’s
share increased marginally from 3.76
per cent to 3.93 per cent (developing
countries only). In view of the small
total investment in the Region, this
would suggest that the Region’s share
of U.S. investment overall has not
grown as quickly as our regional GNP
growth figures suggest should be the
case. This is one of the points which
the Chamber’s mission to the United
States will be stressing.

Reflecting the broad nature of its
economy, Hong Kong seems to possess
a diversified and all-round attraction

US Direct Investments,
Income Earned & Profitability
Hong Kong & Singapore (1980)

U.S.$ Million
Hong Kong Singapore
Income 539 329
Fees, etc. 83 64
622 393
Total Investment 1969 1196
% Yield on
Total Investment 31.5% 32.8%

for U.S. investment. Unlike many re-
gional countries, where investment is
concentrated in one or more specialis-
ed sectors, the Hong Kong ‘portfolio’
includes some 50 per cent of the total
U.S. regional trade investment, 32 per
cent of the banking and 67 per cent of
the other financial services investment
(or 48 per cent of the total investment
in the financial sector), and thus is
clearly the leading territory in respect
of these sectors. In addition, Hong
Kong has attracted investment in petro-
leum and of course in manufacturing.
In terms of the by-sector break-down
within Hong Kong some 30 per cent of
U.S. investment is in financial services,
26 per cent in trade, 17 per cent in
manufacturing and 10 per cent in
petroleum. This compares with, for
instance, the Philippines where 43 per
cent is in manufacturing and 27 per
cent in petroleum, and with Singapore
with 32 and 38 per cent in manu-
facturing and petroleum respectively.
In Indonesia, however, petroleum
dominates and accounts for 74 per
cent of the total investment in that
country. It is also interesting to note
that the Philippines is No. 2 in the
banking/financial services sector, after
Hong Kong, and thus ahead of Singa-
pore.

The Department of Commerce esti-
mates that a total of US$330 million is
invested in Hong Kong manufacturing,
mainly in chemicals and electrical/
electronic machinery. This represents a
considerably higher figure than esti-
mates previously made available. It al-
so compares with $5631 million in the
Philippines, mainly in chemicals and
food processing and $391 million in
Singapore, mainly in electrical/elec-
tronic machinery.

Although there is a considerable con-
centration of electrical/electronic in-
dustry investment throughout the Re-
gion, overall total investment is how-
‘ever less than the investment in the
chemical industry, which accounts for
almost 30 per cent of total manufac-
turing investment.

What does the U.S. get out of its re-
gional investments?

Petroleum is far and away the largest
income earner and 64 per cent of all
regional income-flows come from this
industry. It is therefore not surprising
that Indonesia should generate almost
60 per cent of the total regional in-
come. Hong Kong is the next biggest
income earner, accounting for about
15 per cent of total income repatriated.
The largest portion of this comes from
banking and trade. Manufacturing in
Hong Kong contributes only $59 mil-
lion of income, together with a further
$57 million in fees and royalties,
against manufacturing income at $147
million and fees at $21 million from
Singapore and income and fees at $80
million from Taiwan.

Considered in relation to size of invest-
ment, Singapore also appears to be the
most profitable of America’s manu-
facturing investments, giving a return
of about 37 per cent. Hong Kong's
manufacturing return is only half this
figure. It is therefore perhaps not sur-
prising that manufacturing investment
in Singapore is growing at a faster rate
than that in Hong Kong.

Hong Kong’s earning performance is
however good, and if income from
petroleum sources is ignored, Hong
Kong produces 38 per cent of total re-
mittances, whereas Singapore contri-
butes only 20 per cent, despite its high
return on manufacturing. O
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Our scientific planning and mechanised installation, aug-
mented by advanced production techniques and modern
management methods, make us the most up-to-date and
efficient factory of its kind. With these facilities plus our
continuous creative efforts, latest technical advancements,
modern industrial designs and vigilant value analysis, we
can supply flashlights of better quality, better design, better
price and can offer you better service. For resale or own
use, the best choice will always be

FLASHLIGHTS BY SONCA

The World’s Largest Flashlight Manufacturer

SONCA INDUSTRIES LTD. PO.BOX 95974 TSIM SHA TSUI POST OFFICE KOWLOON. HONG KONG. CABLE. SONCALTD TELEX. 84298 SONCA HX




Message of Suppbrt From
Amcham to the
Hong Kong Mission

Dear Mr. Newbigging,

On behalf of the American Chamber of Com-
merce in Hong Kong, | wish to convey our very
best wishes for a successful General Chamber of
Commerce mission to the United States.

Hong Kong is a good place to do business. The
American Chamber is convinced of this; its
members demonstrate the conviction by their
presence in strength in Hong Kong today, as
their forerunners have been doing for 140 years.
America — a main investor in and principal
trading partner with Hong Kong — obviously
finds the Hong Kong of today a congenial and
profitable place for trade. The American Cham-
ber believes that this can and will be increasingly
true for the Hong Kong of tomorrow; a tomorrow
in which much of today’s business wiil continue,
while new or expanding businesses — among
them support for gas and oil exploration, re-
surgent entrepot trade, and regional financial
activity — fully develop.

It is especially fitting at this time that a senior
mission from Hong Kong tell the Hong Kong
story first-hand to senior businessmen in the
United States — especially fitting because of the
importance of Hong Kong to America, but also
because Hong Kong is in a state of change.
Change has always been characteristic of Hong

Kong; yet change bids fair to be even more
dynamic and fundamental in Hong Kong in
future, for such diverse and sometimes con-
tradictory reasons as enhanced activity and
capability of Hong Kong’s competitors; increas-
ing educational skills and living standards in
Hong Kong; Hong Kong’s proximity to a more
trade-conscious China; the tendency in the
world toward protectionism; and Hong Kong's
impressive business flexibility and resilience.

The General Chamber mission no doubt will
make the case well for continued and expanding
participation in Hong Kong business on the part
of Americans. It is a case which we applaud: a
case for American trade with Hong Kong, Amer-
ican investment in Hong Kong and, on a con-
tinuing basis, American involvement with Hong
Kong.

Bon voyage!

Sincerely,

Alex Blum
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They Came, They Saw,
They Conquered

A brief outline of just some of the US companies that have
prospered and grown in Hong Kong and in so doing have contributed to
Hong Kong’s growth and prosperity.

3M Far East Limited

3M Far East Limited was incor-
porated in Hong Kong in 1961 as a
wholly owned subsidiary of 3M
Company in Minnesota U.S.A.

Its objective is to sell and market
3M products: manufactured by 3M
U.S.A. and its other subsidaries over
the world. Markets served include
Health Care, Transportation Equip-
ment Manufacturing and Maintenance,
Electronics/Electrical Manufacturing,
Safety and Security, Voice, Video and
Data Communications, Office, Train-
ing, Business, Consumer, Communica-
tion Arts, Industrial Production, Con-
struction and Maintenance.

Sales turnover for 1981 is estimated
to show a 30% increase over 1980,
with 65% from Hong Kong domestic
market and remaining from exports to
Korea, Taiwan and China. Compound-
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ed annual sales growth rate for past
five years is 25%.

It is 3M’s policy to employ and
develop local talents to manage the
company. As such, of the total 175
employees as of today, only the
Managing Director is an expatriate and
the rest are local nationals, including
two Directors of the company.

Total assets in Hong Kong is
represented by mainly the 3,000
inventory items to serve the markets as
well as, an office of 30,000 sq. ft.
(valued HK$26 million) at the Victoria
Centre as our headquarters in Hong
Kong.

It is 3M’s plan to continue business
investment and development in Hong
Kong, as it is happy with its political
stability, its efficient government,
availability of good people as well as
the modern communication and

Just two of the 3,000
sophisticated inventory
. items 3M markets in
Hong Kong, where sales
turnover in 1981 shows
= a 30 percent increase

" over 1980.

banking facilities.

China Cement

This is a major industrial invest-
ment project which began in 1978 when
a group of executives from Kaiser
Cement Corporation visited Hong
Kong. Among other things cement
production was an area of investiga-
tion. Around that time China Light
and Power Company, one of the two
power companies in Hong Kong,
was planning to build a new generating
station in a joint venture with Exxon.
The station would have four sets of
generators each with a capacity of 350
MW and the steam boilers would be
dual fired, that is, by coal and fuel oil.

As the fly ash produced by burning
coal can be used as a secondary
ingredient in cement production the
subject was raised with Kaiser. After
an extensive investigation Kaiser
finally decided to set up a fully
integrated cement plant in Hong Kong
in joint venture with local Hong Kong
companies. The total investments
ultimately will exceed US$220M with
Kaiser taking up 40% of the equity.
The remaining 60% is shared equally
by a consortium comprising Cheung
Kong Holdings and Green Island
Cement, both local companies and Kiu
Yip Investment which represents
interests of PRC.

Construction of the plant is
progressing on a 36 acre site in the
New Territories next to the new pcwer
plant. The cement plant which has a
capacity of 1.5M tons.p.a. employs the
latest technology designed to the
highest environmental standards. It is
scheduled for completion in 1982 and
its products will be mainly marketed
locally.

Bank of China, Chase Manhattan
Bank N.A. and the Hongkong and
Shanghai Banking Corporation were
the lead financiers in raising a
syndicated loan of over US$120M for
this project.
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Data General has begun producing compléte desk-top computer systems in its 70,000 sq.
ft. owned factory space employing 400 Hong Kong workers.

Data General’s Hong Kong plant is a major supplier of computer display terminals for all
the Massachusetts-based company’s production world wide.

Data General

Data General is a major manu-
facturer of mini computers based in
Massachusetts. The company first
made its venture in Hong Kong in
1973 leasing about 20,000 sqg. ft. of
factory space to carry out assembly of
semiconductor devices and printed
circuit boards. Since then it has
gradually grown in scale and today it
has 70,000 sqg. ft. of owned factory
space employing some 400 workers in
Hong Kong. The Hong Kong operation
is now also its regional centre control-
ling subsidiary operations in Thailand
and the Philippines.

Apart from assembly of semi-
conductor devices and printed circuit
boards the Hong Kong operation has
started producing complete desk top
computer systems. It is also the major
supplier of computer display terminals
for all of Data General’s production
worldwide.

The company has a strong
confidence in its operation in Hong
Kong and considers that Hong Kong is

one of the best locations in terms of
supply of skilled manpower, avail-
ability of supporting industries and
an efficient infrastructure in finance,
transportation and trade. A very
substantial proportion of components
and parts for example, are sourced
from Hong Kong® to enable the
company to reduce costs and maintain
a competitive position in  world
markets.

Dow Chemical Pacific Limited

Dow Chemical Pacific Limited is
one of the six global management
units {Areas) of The Dow Chemical
Company of Midland, Michigan U.S.A.
— a US$10 billion corporation (annual
sales)  with 125  manufacturing
locations and 168 sales offices around
the world.

‘Established in 1966 in Hong Kong,
The Pacific Area comprises nearly
2,000 people in the Regions of
Australia, East Asia, Japan, Korea,
New Zealand and South Asia. Sales of
the Pacific Area in 1980 amounted to

US$680 million within five businesses:
Agricultural  Products;  Chemicals;
Designed Products (eg. polyurethane
foam, epoxy resins, ion exchange
resins, cellulose ether, plastic clad

metal tape etc.); Pharmaceutical
Products; Plastics (eg. polystyrene
resins, brand plastic foam,
polyethylene films).
Dow is strongly established
throughout the Asia Pacific Region.
Dow’s principal associated

companies in the Pacific are Asahi-
Dow Ltd. of Japan and Korea Pacific
Chemical Corporation (KPCC).

Asahi-Dow is a $700 million
corporation (annual sales) with 2,600
employees. It is Japan’s leading
manufacturer of plastics.

KPCC was established to  build
Korea’s first low density polyethylene
and vinyl chloride monomer plants.

Other subsidiaries in the region are
established in: Yeo-Su (Japan), Kinu

Ura (Korea), Bangkok (Thailand),
Medan (Sumatra), Kuala Lumpur
(Malaysia), Smithfield (Australia),
Altona (Australia), New Plymouth
(New Zealand).

Exxon

The company’s principal activities
are in the energy business. This is also
the case in Hong Kong, where it
markets petroleum products, and has
made substantial equity investment in
power generation facilities. The initial
investment in power generation ( a
joint venture arrangement with alocal
Hong Kong utility) was made almost
two decades ago, and petroleum
operations in Hong Kong currently
exceeds some US$800M, and will
significantly increase as it proceeds
with construction of two additional
large power stations which will be
commissioned in stages beginning early
next year. In addition, an affiliated
company, Exxon Chemicals,
established its Asian regional head-
quarters in Hong Kong about 10 years
ago, providing another corporate
perspective on ‘‘doing business in
Hong Kong”.

Union Carbide Corporation (UCC)

At the present time, there are three
UCC company components in Hong
Kong — Union Carbide Eastern, Inc.
(UCEI), a U.S. registered company
with responsibility for coordination
and control of the Eastern Area,
Union Carbide Asia Ltd. (UCASIAL),
a trading company, and Sonca
Industries Ltd. (SONCA). The latter
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two are registered in Hong Kong.
UCE) was established in 1966 in
the U.S. and the headquarters was
moved to Hong Kong in September,
1977. This company has financial
responsibility for all UCC's Eastern
Area operations spanning 15 countries
within the Asia Pacific region.
Included are 25 manufacturing
operations, employing 21,000
personnel, which produce most of
UCC’'s product lines. Total sales in
1981 are estimated at US$1.25 Billion.
The UCEI headquarters office, located
at the above address employs 65 of
whom 25 are expatriate American and

third country nationals including
Australians, British, Canadian,
Filipinos, Indians, Malaysians and

Singaporeans. A total of 55 expatriates
are employed on an Area basis
including the complement of the Hong
Kong office.

UCASIAL was formed in Hong

Kong in 1959 to take over the
National Carbon (Eastern) Ltd.
(NECL) branch office at the Nam Jam
Factory, 136 Fuk Wa Street,

Shamshuipo which produced Eveready
flashlights under contract. In 1960,
production reached 4.3 million pieces,
and there were 96 people on the
payroll. Concurrently, UCASIAL was
developing an industrial sales base for
chemicals and plastics in Hong Kong
with a force of 10 technical represent-
atives. This operation was ultimately
expanded in 1961 to include all of the
Asia Pacific region. The office staff of
103 was moved to Shell House the
same year; and production of flash-
lights increased to 5.4 million pieces.
The flashlight production facility was
subsequently transferred to SONCA.
To support sales, UCASIAL con-
structed a tank farm and warehouse
facility at Shum Tseng in February,
1966. The tank farm installation was
subsequently expanded by more than
50% in 1971. A UCASIAL branch was
established in 1974 and in 1976, a
latex plant was constructed at the
Shum Tseng location. Land area at this
site was originally 83,000 square feet
and was increased to 100,000 square
feet when a waterfront right of way
was purchased from the Government
in the early Seventies. UCASIAL
maintains a sales promotion office in
Indonesia and branch offices and
warehouse in Singapore and Malaysia.
Today, UCASIAL sales are more
than US$70 million to Hong Kong and
the PRC, and employees number 190
of which 36 are university and
polytechnic graduates. An additional

18  THE BULLETIN JANUARY 1982

31 workers are required for the latex
plant and warehouse facility.

SONCA, originally known as V.K.
Song & Co., Ltd. was incorporated on
December 19, 1954. It was started by
Sir S.Y.» Chung (then Dr. S. Y. Chung)
in 1953 to manufacture aluminium
flashlights. In 1956 the business had
been built up by Dr. Chung to a point
where it employed HK$3 million
(over half a million U.S. dollars) assets
and employed about 300 people.

The company was acquired by
National Carbon (Eastern) Ltd.
(NCEL) in April, 1956 and ownership
of the wvoting stock transferred to
UCASIAL in late-1959. SONCA, in
April, 1961, purchased a 30,000
square feet site at San Po Kong, and
erected a 10-storey factory building.
In addition to facilities for increased
production of aluminium flashlights,
the plant produced miniature bulbs
and brass flashlights. A modern
machine shop was also installed at this
location.

The Ma Hang Chung plant of V.K.
Song was eventually sold, and all
manufacturing activities were integrat-
ed at San Po Kong in September,
1963. The name of the company was
changed to Sonca Industries Limited
on September 23, 1963. During
the period 1967 through 1970,
SONCA produced electronic tran-
sistors for UCC's Electronics Division.
The floor space was subsequently
expanded from 200,000 to 300,000
square feet in 1970 to accommodate
the expanding export business.

Expansion continued and in 1974,
another factory was established at
Cheung Sha Wan to increase the
production capacity of flashlights and
particularly plastic lanterns. The new
building is 12 storeys high, built on a
new site of 16,000 square feet, with a
total floor area of 180,000 square feet.
This was completed in December,
1977 and fully occupied for produc-
tion by mid-1978.

Today Sonca is the largest flashlight
manufacturers in the world with
exports to more than 120 countries. It
is by far the largest exporter of flash-
lights and lanterns in Hong Kong, and
their volume in total represents over 10
per cent of the Free World’s supply.
Their products cover a wide range of
portable electrical and electronic
lighting devices. They also build
specialised precision machinery for
customers in both the developed and
developing countries. Sales to Hong
Kong and worldwide will total US$30
million in 1981,

In addition to the labour force, the
staff of 260 includes 50 formally
trained personnel, All are local but
many are returned graduates from the
U.K., US.A., Canada and Australia.

Total assets at current prices
amount to about HK$400 million
(US$66 million).

UCC'’s original reason for selecting
Hong Kong was to obtain a low cost
source of aluminum flashlights to
expand the market for Eveready
batteries — production was available
at reasonable cost. This was a natural
outgrowth of UCC's previous business
with China when batteries- were
produced in Shanghai prior to- 1949.
Subsequently, during the Seventies,
other advantages were recognized
including the following:

— Tax rate is lowest of all coun-
tries in the Eastern Area. No
exchange rate complications and
profits are remittable.

— Excellent infrastructure is in
place for .import-export trade,
i. e. finance, banking, shipping
and communications.

— Colony does not have a major
political affiliation and, there-
fore, access to world market; the
Govenment’s ‘laissez faire’ policy
minimizes red tape and paper
work. )

— Labor force is competitive, but
equally as important is versatile
and mobile, i.e. performance and
efficiency do not suffer when
working in different industries.
A pool of professional managers
and technicians is available for
industry to draw from now.

— Conditions in the Colony are
suitable for expatriate staff.
The quality of life has improved
and kept pace generally with the
most advanced Western countries
and minimum disruption for
staff who are transferred here.

— The Colony is centrally located
to serve the Eastern Area, and is
particulary well located as a base
for conducting business with the
Peoples’ Republic of China.

During the late-Seventies and early-
Eighties, some disadvantages have
appeared. Labor is less competitive
and there is a shortage of workers in
some sectors. The Colony is beset with
inflation, higher living costs, specifi-
cally rent for upper income living
accommodation. World protectionism
is mitigating against exports from
Hong Kong which is now striving to
make up for its technology deficiency
by going up the guality scale.




Tyco (HK) Ltd.

A subsidiary of Consolidated Foods,
Tyco started manufacturing in Hong
Kong in the early sixties producing
hobby trains and racing car sets. These
are high quality, motor driven scaled
models of train and racing car sets
complete with rails and accessories for
hobbiests and enthusiasts.

The company started by employing
less than two hundred people and
today it .employs over 1500 workers
occupying over 300,000 sq. ft. of
factory space. Majority of the parts
and components are sourced locally
from Hong Kong and this has enabled
the company to reduce costs tremen-
dously. The company is also fairly
vertically integrated and has its own
die casting, moulding, motor assembly,
painting and assembly departments.
The company is the first manufactur-
ing company in Hong Kong to com-
puterize its inventory and production
control functions in a significant scale.

The company has a high regard for
the young and highly productive
labour force in Hong Kong. It also
rates high the skilled tool and die
makers and other supports which are
responsive to rapidly changing circum-
stances.

Outboard Marine Corporation - OMC

Late in the sixties OMC became
convinced that the Asian market for
its ‘Johnson’ and ‘Evinrude’ Outboard
Motor Product Line was on the thres-
hold of independent economic
viability and embarked on a serious
feasibility study to determine whether
and where to locate in the region.

Qutboard Marin plys 45

0 in its 200,000 sq. ft. factory and office, seven-acre site on

Tsing-1 Island and plans a HK$30 million expansion that by 1983 will increase the
workforce to 1,000 and the floor space by 100,000 sq. ft.

In 1969 a Regional Marketing
office was opened in down town Hong
Kong and early in the seventies a
number of alternative locations, for
suitability of manufacturing in Asia,
were surveyed in depth.

When all the returns were in the
findings pointed conclusively to Hong
Kong as Outboard Marine’s future long
term base in Asia.

In March 1973 Outboard Marine
obtained, on a Restricted Tender basis,
a b acres site on Tsing Yi Island, which
was subsequently increased to 7 acres.
At that time the site was “Sea Land".
A seawall was built and land filled.
Today OMC have over 200,000 sq. ft.
of Factory and Office Space, and have
invested well over HK$60 million.

The export value of ‘Johnson’ and
‘Evinrude’ . Qutboard Motors and
components parts in 1980 from the
Hong Kong facility was HK$170
million.

Qutboard Marine currently employs

450 on Tsing Yi Island. There is
currently a projected future invest-
ment programme valued at HK$30
million that on completion in 1983
will .increase the workforce to 1,000
and the factory area by a further
100,000 sq. ft.

The management team is made up
of sixteen which includes five ex-
patriates.

For closer control of distribution
the OMC marketing organisation has
been reshaped from country Distri-
butors to Direct Factory Dealers, and
there now is employed eight indigenous
Field Representatives in the major
of the twenty-one Asian countries
that are OMC’s Regional market for
Outboard Motors.

Through the seventies Outboard
Marine has had good and bad years,
but ail things considered it is their firm
conviction that the right decision was
made to base their operation for Asia
in Hong Kong. O

American Industrial
Giant Expands
Hong Kong Facility

Heavy new investment in their
Hong Kong manufacturing facility
was earlier this month announced
by Outboard Marine Asia Ltd.,
world famous makers of the John-
son and Evinrude cutboard motors.
The company which set up its
Asian regional headquarters in
Hong Kong in 1969 and obtained
a special land allocation from the
Government in 1973 to build a
large manufacturing plant, an-
nounced its decision to expand this
facility at a cost of US$5 million.
The additional buildings and plant
will be completed by 1983 and will
allow an expansion of the work-

force from the present 450 to over
1000.

Mr. R.F. Wallace the U.S.
Parent Company's Senior Executive
Vice-President - International Opera-
tions, visiting Hong Kong in early
December, said that the new ex-
tension will provide a further
100,000 sq. ft. of factory floor area
and is intended to facilitate the
transfer of OMC's electrical manu-
facture and assembly facilities from
other plants to the Hong Kong unit
as well as provide for anticipated
expansion of outboard motor pro-

duction. This will consolidate
electrical operations in order to

maximise the return on the com-
pany’s capital investment. QOut-
board Marine Hong Kong will then
be the waorldwide supplier of a
number of electrical components

used in the manufacture of Johnson
and Evinrude outboard motors.

The Hong Kong factory is now
also the worldwide supplier of
certain models of Johnson and
Evinrude motors.

The total investment in the OMC
plant in Hong Kong will rise to over
US$15 million.

The company exported goods
valued at more than US$31 million
in 1980.

Mr. Wallace said that his com-
pany, the world’s largest manu-
facturers of outboard motors and a
variety of other products, had
found Hong Kong an attractive site
for this major facility. “I have no
hesitation in saying that the com-
pany is very pleased to have chosen
Hong Kong for its newest major
off-shore manufacturing plant.”
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An Important Two Way
Trading Link

The U.S./Hong Kong trading link must now be measured on a world scale.

Trade between the two puts Hong Kong among developed country giants such as Australia,
Switzerland and South Africa. The two-way flow is significant for the U.S.A.

as well as to Hong Kong. And much of it results from the wealth
and strategic position of one state alone — California.

The United States has been Hong
Kong’s major trading partner for many
years now. It has always been an
important trading partner, virtually
ever since Hong Kong was established
in the nineteenth century, but the real
growth has come since the Pacific War.

For a time, in the 1950s, the U.K.
assumed larger importance than the
United States both as a source of
imports and as a market for exports.
The latter was a result of the Imperial
Preference Scheme which in the
absence of a sizeable domestic market
gave Hong Kong its start in exporting
domestically made products. By 1959
however protectionist moves in the
U.K. dampened Hong Kong’s export
drive in this market, and within a year
or two, the United States had taken
over as the largest of our export
markets. It has held this position ever
since. At about the same time, the
United States also overtook Britain as
a supplier to Hong Kong.

In line with the principle that ‘it's
an il wind that blows nobody any
good’, it was — ironically — also a
wave of protectionism that led to
opportunities in the United States as a
market for Hong Kong. At about the
same time the British were becoming
concerned with the level of Hong
Kong textile imports into U.K,, so the
Americans were concerned with the
level of Japanese textile exports into
the U.S. As a result of limitations on
Japanese textiles, U.S. importers
turned to Hong Kong as an alternative
source of supply. Thus one door
closed, and another opened.

Today the U.S. is Hong Kong's
major trading partner by a consider-
able margin, being some 30 per cent
by value ahead of Japan, our second
largest trading partner. Looked at
percentage-wise, America accounts for
something over 18 per cent of Hong
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Kong’s total trade, and this percentage
has more or less held at the same level
for over a decade.

It should not be thought that
because of Hong Kong’s small size and
population, Hong Kong/U.S. trade is
simply one of the by-waters of world
trading flows. ltisclear that the U.S.A.
is important to Hong Kong, but it is
not too much to claim that Hong
Kong is also today important to the
U.S.A. Official U.S. figures show that
Hong Kong is America’s 17 most im-
portant trading partner, or 13th most
important excluding OPEC countries.

In 1980, we were the 14th largest
supplier to the United States, ahead of
such strong trading nations as the
Netherlands and Italy and resource
rich Brazil or South Africa, even
Australia. Hong Kong in fact sells 88%
more to the U.S. than do the
Australians. If OPEC countries are
excluded, we become the U.S.’s eighth
largest supplier.

Perhaps more importantly in
American eyes, we are in the top
twenty for the United States as an
overseas market, and buying far more
from it than some of its major energy
suppliers such as Libya or Nigeria.

It is notable in fact that, apart from
OPEC countries and neighbours such
as Mexico and Brazil, the only signifi-
cant developing country markets for
the U.S.A. are all in the Region and
include of course Singapore, Taiwan
and Korea. Hong Kong does not match
the other three of the ‘four tigers’ in
size of purchases, but given our
population size we represent on a per
capita basis just as good a developing
market as any the U.S. has, Singapore
alone excepted. Hong Kong is in fact
a better market for the U.S. that, for
instance, lIsrael, a country with a far
higher per capita income than Hong
Kong (although a smaller population)

and which the U.S. has gone out of'its
way to befriend internationally in
many ways.

Hong Kong's total trade with the
US. in 1980 reached just under
HK$40 billion, as against about
HK$30 billion with Japan. For the
current year, total trade with the U.S.
was over HK$35 billion by end-
September, an increase of some 22 per
cent over the equivalent period of
1980. Although the United States is
currently undergoing somewhat of a
recession, this handsome growth
compares well with earlier years,
although not quite equalling the
growth rates of the past three years.

Hong Kong has consistently run a
considerable favourable balance on
this trade. Last year it was in excess of
HK$12 billion, Despite this, the
United States has no reason to feel
that its performance in the Hong Kong
market is in any sense disappointing.
If the per capita calculation is carried
out, it will very quickly be seen that
America sells something like 25 times
more per head to the 5-plus million
people of Hong Kong than we sell
per head to the 220 million people
of the US.A.

The U.S. export performance
becomes all the more commendable
when we take into account that the
two suppliers which sell more to Hong
Kong, Japan and China, both have a
considerable geographical advantage.
Moreover, China is in the main meet-
ing the needs of a different type of
market. The U.S.'s real competitors
for the Hong Kong market are not so
much regional countries, but European
and other developed countries capable
of supplying industrial and technology
products and high quality brand name
consumer goods. In particular, if we
disregard nearby Japan, this means the
U.K., West Germany, and Switzerland.
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In 1980 therefore the United States,
which supplied almost 12 per cent of
our total imports was more than 100
per cent ahead of its nearest com-
petitor, the U.K., which supplied just
under b per cent. The U.S. established
its lead well over a decade ago and,
despite marginal fluctuations from
year to vyear, shows every sign of
retaining it.

This could change, as possibly the
chief competitor to the U.S. in coming
years will not necessarily be other
developed economies, but industrialis-
ing regional countries. If the forecasts
that Taiwan and Korea will be fully
industrialised by the end of the
present decade prove true, the United
States can expect increasing competi-
tion from this area rather than from
Britain or Germany.

A considerable portion of U.S.
imports into Hong Kong is related to
the investment American businesses
have ‘made here in the electronics and
other industries. This is a sound
vindication of American confidence in
Hong Kong industry. From the Hong
Kong point of view, it seems a pity
that other countries, with the possible
exception of Japan, have not had the
same foresight.

The  flow of trade in reverse
direction had at times given rise to
fears that Hong Kong is over-
dependent on the U.S. Last year 33
per cent of our exports went to the
United States, and percentages of
approximately the same value have
been common for many years now,

reaching a peak in the early 1970s,
when in 1972 as much as 40.2 per cent
of our exports wnet to this single
market.

AlthoughsHong Kong’s attempts to
diversify markets have been partially
successful in that we have built up a
growing trade with areas such as Latin
America and the Middle East, it would
be inaccurate to regard this growth as
having lessened our dependence on the
U.S.A. The overall picture is more one
of all-around growth rather than
growth in one area instead of another.

Our position is made more vulner-
able by the fact that a substantial part
of the exports to the U.S. are textile
products. Last year apparel accounted
for 36 per cent of our domestic
exports to the U.S. This was despite
good growth rates achieved by some of
Hong Kong's newer products such as
components for computers and LCD
watches. Textiles has continued to
dominate the export pattern during
1981, and again despite a sustained
growth rate in some of our more
technologically oriented products.

It is sometimes forgotten that the
U.S. also represents a substantial
market for Hong Kong’s re-exports,
and indeed is second only to China in
this respect. This trade has grown well
over recent years. Last year 10.3 per
cent of re-exports went to the U.S.
During the 1960s the figure was closer
to 6/7 per cent. Again however the
garment trade plays a dominant role,
accounting for 18 per cent of total
re-export trade.

Part of the growth in re-export
trade with the U.S. must be attribut-
able to Chinese origin goods, exported
through Hong Kong. Last year some
b5 per cent of our re-exports to the
U.S.A. came from China. Five years
ago the equivalent figure was 25 per
cent.

One reason why Hong Kong/U.S.
trade should be so strong is attribut-
able to a single State, California.
It is now widely recognised that the
Gross State Product of California must
be measured on a national rather than
local scale. Measured in these terms,
California is something like the eighth
largest nation in the world, And over
two-thirds of goods shipped through
the State’s ports are destined for or
originated from Asia.

For the first half of 1981 trade
between California and Asia reached
US$20.5 billion, an 11 per cent
increase over the equivalent period for
1980. In comparison California’s
second leading trading region, Europe,
recorded total trade of only US$4.8
billion. Hong Kong is California’s
eighth largest trading partner, and
unlike the U.S. as a whole, there is
a far closer balance in import/export
trade between Hong Kong and
California. During the first half of
1981 this trade was valued at just
over US$1.2 billion (HK$7.2 billion).

It must however be noted that
California’s trade with some of our
regional competitors including Korea,
Taiwan and Singapore is greater than
trade with Hong Kong. (Trade with

- California’s International Trade with Leading Trading Partners
First Half — 1981 (Value in Billions of U.S. Dollars)
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California’s Imports, Exports and Total International Trade

Indonesia is also in excess of tr
Annual Totals 1977 — 1981 ($ Billions) s s trade

70— with Hong Kong, but this is almost
entirely accounted for by imports of

60— oil.)
The links between trade and direct
50 |— industrial investment are evident in the
pattern of South East Asia/California
40— trade. Because of its diversified
economy, Hong Kong in fact is one of
30— the few regional countries where trade
is more or less in balance. In the case
20— of Singapore and South Korea, on the
other hand, Californian exports exceed
imports and this is in part attributable

The importance of California/Hong

10—
to the prevalence of West Coast
ol - - _ electronic companies in the two areas.

—10l— Kong trade has made Los Angeles a
1977 1978 1979 1980 1981* natural choice for the third U.S.
KEY centre to be visited by the Hong Kong
—_—— mission, and a fuller profile of Asia/
[Z] EXPORTS California trade is featured in this
[J IMPORTS Bulletin. O

Il BALANCE

*ESTIMATED BY RESEARCH DEPARTMENT, SECURITY PACIFIC BANK.

LOOKING FORWARD
WORLDWIDE.

SECURITY PACIFIC BANK

Hong Kong Representative Office
6 Des Voeux Road Central, Suite 2101
Telephone: 5-235131
Hong Kong
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Two Thirds of California’s
Trade is With Region

California’s trade with Asia is of para-
mount importance. Over two thirds of
the goods shipped through the state’s
ports during the first half of 1981
were destined for or originated in this
region. Trade between California and
Asia was valued at $20.5 billion”, an
11 per cent increase over 1980's mid-
year total of $18.5 billion. In contrast,
the state’s trade with Europe, Cali-
fornia’s second leading trading region,
was valued at $4.8 billion during the
first six months of 1981.

California’s exports to Asia rose 18
per cent to $9.3 billion during the first
six months of 1981 compared to the
same 1980 period. The increase was
due, in great measure, to grain ship-
ments which rose 70 per cent to $505
million, and opticals, scientific instru-
ments and photographic equipment,
up 20 per cent to $469 million.
Imports from Asia grew only 6 per
cent to $11.2 billion during the same
period. A $600 million drop in petro-
leum imports to $1.2 billion and a
slight increase in transportation equip-
ment imports, 4 per cent to $2.0 bil-
lion, countered strong increases in im-
ports of electrical machinery and
equipment, up 29 per cent to $2.8 bil-
lion, and machinery and mechanical
equipment, up 25 per cent to $1.2 bil-
lion.

The ranking of California’s Asian
trading partners changed significantly
during the first six months of 1981
from the same period in 1980. Japan
and Taiwan retained their first and
third place rankings, but Indonesia
dropped from second to fourth — ex-
changing positions with South Korea.
The state’s significantly lower oil im-
ports were responsible for Indonesia’s
move in the rankings. Singapore moved
into the fifth position. Hong Kong
dropped from fifth to sixth place as its
trade with California increased only 1
per cent to $1.2 billion.

*All values in US dollars.

California’s Leading Exports & Imports by Commodity Group
(First half — 1981, Value in US$SM)

EXPORTS:

Mechanical Equipment

Electrical Machinery

Transportation Equipment
Cotton

Scientific Equipment

IMPORTS:

Mechanical Equipment

Electrical Machinery

Transportation Equipment

Petroleum
Metals

$2674 (35% Automatic data proc. & office mach.;

24% boilers, non-electric motors, & engines)

$2156 (56% Electronic tubes, photocells, &
transistors)

$2016 (72% Aircraft and spacecraft)
$1096 (96% Raw cotton)

$912 (41% Measuring, testing & controlling
instruments; 21% medical, surgical, & x-ray
apparatus)

$1625 (35% Office machines; 29% boilers, non-

electric motors, and engines)

$3061 (38% Radio, TV, record trans./recep.
equip.; 20% electronic tubes, photocells, &
transistors.)

$2900 (70% Motors Vehicles, except motor-
cycles)

$1256 (90% Crude petroleum)
$811 (74% lron and steel)

California’s Trade With Region
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California’s Trade

Exports $9.3

Imports $11.3
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Japan is California’s foremost Asian
trading partner. Typically, this island
nation accounts for one half of the
state’s total trade. California also trades
significant amounts of products with
newly industrialized countries (NICs)
such as South Korea, Taiwan, Hong
Kong, and Singapore. Although these
countries are undergoing a shift from
labor — to capital-intensive industry,
they will continue to require lucrative
markets such as California for the pro-
ducts of their export-oriented econo-
mies. The NICs also need the state’s
agricultural commodities (foodstuffs
as well as raw cotton for their textile
mills) and advanced industrial goods as
they strive to modernize their econo-
mies.

How rapidly they attain their objective
will depend to a large extent on the in-
ternational trade environment. The re-
ceptivity of world markets to imported
products is extremely important to the
NICs. If heeded, increasing calls for
protectionism in the developed world
from industrial, political, and labour
leaders could seriously hinder the NICs
exports. The ongoing negotiations for
renewal of the multi-fibers arrange-
ment which regulates world trade in
textiles and clothing are a good ex-
ample. The developed countries have
stated that they will not accede to any
further liberalization of their textile
import system. Furthermore, they
have signalled their desire to apply
greater restrictions on textile imports
from the NICs in order to import more
from poorer countries.

Thus, textiles from South Korea, Tai-
wan, and Hong Kong could face in-
creased US import restrictions in the
future. Just as important, the US has
decided to remove these three coun-
tries from its generalized system of
trade preferences (GSP) because of
their advanced stage of economic de-
velopment. In the past, the GSP has
provided the products of these coun-
tries with preferential access to the
American market. As a result, the
infant capital — and technology-inten-
sive industries of South Korea, Taiwan,
and Hong Kong will confront the full
weight of American tariffs. The in-
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creased tariffs will provide an addi-
tional challenge to these countries as
they try to increase their share of the
California market.

Other Asian countries such as Indo-
nesia, Malaysia, the Philippines, the
People’s Republic of China, and Thai-
land will need some of California’s
products as they continue their efforts
to industrialize their economies. They
will attempt to pay for these goods by
exporting raw materials and light in-
dustrial products, thus following the
example set by countries such as Japan,
Taiwan, and South Korea whose re-
markable economic growth during the
past decade was largely export-led.
Protectionism, particularly against
textile exports, is one of the impedi-
ments the People’s Republic of China
(P.R.C.) will have to surmount as it
exports more its products to California
markets. The P.R.C. ranked only ninth
among the state’s Asian trading part-
ners in the first six months of 1981,
but its $550 million in trade with Cali-
fornia during that period doubled the
year-earlier amount. During the first
half of 1981, the state’s exports to the
P.R.C. were valued at $334 million —
principally cotton ($180 million),
grains ($43 million), and machinery
and mechanical equipment ($28 mil-
lion). Primary imports from the P.R.C.
were petroleum ($67 million), wearing
apparel ($31 million), and nuts ($27
million).

California’s trade with the P.R.C.
should grow steadily over the next few
years, but sharp increases appear un-
likely. The Chinese economy is in a
period of retrenchment as the govern-
ment confronts a number of economic
problems ranging from budget and
trade deficits to inflation and infra-
structure deficiencies. These deep-
seated problems are likely to preclude
the P.R.C. from participating in world
markets on a large scale. Over the near
term, Chinese exports to California of
strategic metals such as tungsten and
titanium should grow rapidly. The
Chinese possess large deposits of these
metals and California’s defense, aero-
space, and advanced electronics in-
dustries will need to import substantial

amounts in the future.
In the short term, the rate of growth
of California’s trade with Asia is likely
to be slowed by the appreciation of
the dollar that occurred during the
first half of 1981. First, a strong dollar
translates into higher petroleum prices
for all of the economies of Asia de-
pendent on imported oil, since OPEC
oil prices are set in U.S. dollars. These
higher energy prices would put upward
pressure on the prices of goods import-
ed to California from the energy-poor
countries of Asia. Higher import prices,
a less-than-buoyant state economy,
and the limitation on Japanese car im-
ports will combine to keep the growth
of California’s imports from Asia to a
minimum during the second half of
1981 and into 1982. Second, the ap-
preciation of the dollar usually means
higher prices for California’s exports in
foreign currency terms; however, there
are indications that the state’s ex-
porters’ profit margins are being
squeezed to prevent local prices from
bearing the entire effect of the in-
creased value of the dollar.
Given the short-term prospect of slow-
ing growth rates for both imports.and
exports between California and Asia, it
s likely that the balance of trade be-
tween the two will remain substantial-
ly unchanged.
The outlook for California’s trade with
Asia in the intermediate term is very
good. Asia promises to be the world’s,
leading economic growth area during
the 1980s and its trade with California
will continue to play an important role
in the further economic development,
not only of the state’s leading trading
partners, but also of other Asian coun-
tries such as Malaysia, the Philippines,
and Thailand. From 1978 to 1980, the
state’s trade with Malaysia soared 108
per cent, its trade with the Philippines
jumped 43 per cent, and its trade with
Thailand rose 55 per cent. Thus, the
state’s traders will find Asia to be an
increasingly lucrative market over the
medium term, although further aggres-
sive and sustained marketing efforts
will be essential to the maintenance
and enlargement of their market shares.
([
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High Island Dam, the second and largest of the
Hong Kong inlets dammed in a unique attempt
to maximise water catchment.

An increase in water rates looks much
more certain next year than an end to
-current water rationing.

Factories in industrial zones are not
affected by the restriction to 10 hours
daily supply imposed on domestic
users. But industrialists are unlikely to
be exempted from paying more for
their uninterrupted supply.

The tiered rate system, introduced in
1978 when water rates were last in-
creased, is expected to be retained.
The system, in which a user pays more
the more he uses, has proved an
effective curb on extravagance.

No one in the Water Supplies Depart-
ment is prepared to usurp the authori-
ty of the Governor and the Executive
Council and say definitely there will
next year be a water rates increase.
But they do admit to having begun
calculating what increase might have
to be recommended.

How long current rationing will last

into next year will depend on how
soon and how much rain Hongkong
gets next summer. Restrictions im-
posed last October were designed to
ensure water storage in our reservoirs
next October would be about the same,
as it is now, assuming we will not get
any more rain next summer than we
did last summer,

There is no similar imponderable in
the Water Supplies Department’s rising
costs. Fixed assets, after depreciation,
on March 31, 1981, were valued at
$4,168.84 million and it is to spend
more than an additional $1,300 million
to cater for the additional supplies of
water from China as well as pay China
66 percent more for its water from
next year.

Eventually China will be supplying 60
percent of Hongkong’s water con-
sumption and every gallon of it will
have to be pumped from the East
River all the way to our end-users.

Less of it and at a Higher Cost

That seems to be the prospect facing Hong Kong in the indefinite future, according to this special
Bulletin report by Graham Jenkins. And despite increased help from China, Hong Kong is not
unique in this respect. By the year 2000, water will have replaced energy as the world’s

number one crisis commodity, the experts say.

Pumping water is heavily fuel cost
related and the Water Supplies Depart-
ment’s fuel bill is now running around
$200 million a year.

Seven new pumping stations, 32 kilo-
meters of tunnel and 31 kilometers of
pipeline are to be constructed over the
next 12 years so that Hongkong can
take the maximum amount of water it
can get from China and perhaps ensure
full supply.

Pumping costs are sure to go up as
dearer water from China increases and
as locally-generated electricity increases
in cost as it is doing in Kowloon and
the New Territories from next year. In
addition, even some of the rain water
Hongkong catches for High Island
Dam has to be pumped -by eight
different low level stations.

Then, there is the Lok On Pai desalter
adding to the Water Supplies Depart-
ment’s fuel bills. Every 1,000 gallons
of the 12 percent of daily consump-
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Mains which China supplies Hong Kong with a third of its water consumption and which, in
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the next 10 years, will be quadrupled in capacity so that China may double its supply.

tion the desalter produces is costing
$38 while it remains in emergency
operation.

Our Goverment has decided to absorb
that expenditure as, indeed, it could
do all the Water Supplies Department’s
other mounting costs. But Lok On Pai
is emergency not recurrent expend-
iture,

Though our Government is wealthy
with big budget surpluses it could
hardly see the extra money it must
pay China for water and its mounting
pumping costs in the same light at Lok
On Pai, especially when some econom-
ists are advising our Financial Secre-
tary, Mr John Bremridge, to cut public
spending.

The restriction to a 10-hour daily
supply has so far resulted in an 18
percent reduction in consumption,
two percent short of our Government'’s
target of a 20 percent saving. The
shortfall raises the question whether or
not water rates are really high enough
to induce people to save water?
Hongkong has historically always been
short of water from its first wells until
the present day with our 15 reservoirs,
including two built in the sea that are
unique in the world of water conserva-
tion. Periodic influxes from China
have always aggravated its shortage
problem, as the 500,000 influx in
1978-80 is doing now.

Ever since Hongkong's first wells our
people have always complained, not
just about the shortage, but also the
cost of water as they are likely to do
again soon if water rates increase.
Capital costs delayed early projects to
provide an adequate supply. Some
early governors even tried to sell a

franchise to get a public utility started.
But, though we have always lived in an
environment of free market mecha-
nisms where demand exceeding supply
usually attracts eager entrepreneurs,
no one ever took up the franchise
offer. Dysentry from well water forced
our . Government - into the water
business.

But it was not until after Worid War 11
that the Hongkong Government really
attempted to provide consumers with
a full daily supply. Even then restric-
tions were more the rule than the
exception until after 1967 when
drought reduced supply to four hours
every four days.

Construction of Plover Cove reservoir
began in 1960 but it was not supplying
water until 1968. Even then Hongkong
was down to a 10-hour daily supply
for a brief period in October 1974
until a late typhoon changed the
storage situation.

High Island, the biggest of our reser-
voirs, was begun in 1971 and it was
not supplying water until 1978. But
Hongkong was again down to a 10-
hour daily supply from July 5, 1977
to April 18, 1978.

That pattern is now being repeated but
the restrictions this time have been
imposed roughly three months later,
Construction of the Lok On Pai
desalter began in 1972 and it was
opened in 1975. Meanwhile the world
had had its first big oil crisis and Lok
On Pai’s cost of production escalated
far above original estimates. Now it
is sometimes described as a “white
elephant.”

But the truth is, even in its current
usefulness, Lok On Pai has intrinsically

more than paid for its $480 construc- -
tion cost and its enormous current
cost of production. Our single desalter
helped tide us over shortages in the
later ‘Seventies until China, after the
Cultural Revolution, was ready to
provide us with more water.

Now China’s willingness to spend a lot
of capital on increasing supplies to us
has averted Hongkong having to build
more and bigger desalters at a cost per
unit that today would be several times
the capital cost of Lok On Pai.

China water, even after a 66 percent
increase in cost from next year, is
much cheaper than producing water
by desalinisation. But desalinisation
remains the only practical alternative
to providing Hongkong with China
water.

The reason is obvious enough. Hong-
kong lacks rivers and lakes just as it
lacks other natural resources, such as
energy required now to pump every
gallon of our water.

Only the Indus River, in the New
Territories, contributes to what water
Hongkong can store in its reservoirs,
mainly from monsoons and typhoons.
But the indus is usually so poliuted
with affluent, water can only be drawn
from it when it’s in flood.

Hongkong’s main source of water is
from rain in its catchment areas that
are engineered to collect the maximum
run-off, including pumping stations in
some low-lying areas. Catchment covers
337 square kilometers, roughly one-
third of the total territory.

The Royal Observatory forecasts sta-

Why a Shower?

Our Government has no scientific
calculation to support its public
service messages on television urging
all of us to save water by taking a
instead of a bath.

its a long shower could even
use as mich water as a bath.

But it believes, on average, most
people don't spend as long under a
shower as they do taking a bath. In-
deed, the average person usuatly
takes a shower to save time,

That psychology, our Government
says, is supperted by the experience
of the Hongkong hotel industry.
Our hotels find, on average, guests
use four-fifths less water taking a
shower than they do when they
take a bath,
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tistically the annual summer rainfall
within a range of possible high and fow
yields. But the range is usually so wide
between a sufficient high and an in-
adequate low to be of only marginal
help to the Water Supplies Department.
The Department itself closely monitors
consumption, estimated at 16 gallons
daily per capita. Annual consumption
in 1980-81 on full supply rose to
516.21 million cubic meters from
477.31 million cm in 1979-80. Thus
daily average consumption jumped in
1980-81 to 1.41 million cm from 1.3
million in 1979-80. '

Rainfall recorded by the Royal Obser-
vatory in 1979-80 was 2,624.4 milli-
meters compared with 1710.6 in 1980-
81. The figures differ from the average
rainfall recorded in waterworks catch-
ments. For instance, in 1979-80
catchments got 234 millimeters less
than the Royal Observatory recorded.
But in 1980-81 catchments got 27.4
millimeters more than the Royal
Observatory recorded.

Rain does not fall evenly throughout
the territory. Catchments could only
maximise their yields if they were
mobil. Yet the siting of both our
catchments and our reservoirs have
been dictated by the geography of
Hongkong.

Economic expansion into industry
since 1949 has added a new dimension
to Hongkong’s water problems. The
early direction industry took into tex-
tiles made Hongkong's export per-
formance heavily dependent upon
water and its cost.

Industrial development into garments,
electronics, etc. requires less water but
the total volume used in manufactur-
ing has continued to increase. The big
users are the dyeing and finishing and
the electro-plating industries, Dyeing
and finishing alone uses - 15 million
gallons a day, enough for 300,000
domestic users.

Building industrial towns like Kwun-
tong and Tsuenwan, plus factory
zoning over the years when Hongkong
suffered from more severe water
restrictions, have helped the Water
Supplies Department provide the
uninterrupted water supply industry is
getting despite current rationing.
Factories outside those towns and
zones can obtain the same uninterrupt-
ed supply provided they pay the cost
of specially laid pipes. But most,
according to the Water Supplies
Department, don’t avail themselves of
the Department’s office when told the

cost. They find other ways of getting
around the restrictions.

Industry has been asked by our
Government to co-operate in saving
water. Cynjcs reply that well-managed
factories do that already because water
costs money ‘and Hongkong water
rates are dearer than some other newly
industrialising countries that are
Hongkong’s competitérs on world
markets. But the Water Supplies
Department does not think, from its
own factory inspections, that all
Hongkong manufacturers are that cost
conscious.

Some other industries, such as hotels,
have been water conscious for years
because of past severe restrictions.
They have sunk wells and strengthened
new buildings to provide for adequate
tank storage on roofs. Hotels see water
rationing as an inconvenience to their
guests but most are able, because they
have adequate storage, to change
supply hours to suit their guests with-
out exceeding the 10-hour daily supply
limit.

Soft drinks and breweries are either in
industrial zones or made special
arrangements long ago so that their
daily production is not interrupted.
Property developers have not always
been prepared to invest enough to
strengthen new building structures to
permit adequate roof tank storage.
They are being found out now by their
tenants who cannot get adequate
water supplies in the 10-hour supply
period when usage tends to be heavier
than it would be on a 24-hour supply.
Current water rationing is not suffi-
ciently severe to give a special sales fillip
to perfumes, deodorants and shampoos.
But that could develop if the restric-
tions extend into next summer.
Previous rationing periods do help,
however, to account for Hongkong’s
high consumption of these products,
including wet paper tissues and the
almost universal use of shampoos.
Saving water in a rising costs situation
is as important to the economic well-

.being of Hongkong as the provision of

a full supply is to both its economic
and social needs by quadrupling
capacity to receive water from China.
Hence, the Water Supplies Department
has taken a long hard look at reverse
osmosis and other ways of recyéling. It
has concluded, for the present, reverse
osmosis would be too expensive to
use, unless membranes that would be
more durable could be produced —
and that is provided the community

would be prepared to accept re-use of
its sewerage water.

Water engineers, experimenting with
reverse osmosis, have found that system
of recycling waste water would be
about as expensive as the Lok On Pai
desalter. Osmosis is a natural process
which occurs in living cells. In princi-
ple, a semi-permeable membrane sepa-
rates solutions of differing solution
strengths. The imbalance is measured
in osmotic pressure, which forces the
pure water molecules on the dilute
side to infiltrate the membrane until
the concentrate side becomes dilute.
Osmosis continues until a, state of
equilibrium is reached between the
two solutions. Increased pressure on
the concentrated solution shifts the
equilibrium, focing some of the water
molecules on the concentrated side to
pass back into the dilute solution side.
In these molecular flows the water per-
meates the membrane through the pro-
cess of molecular interchange across
the membrane. The semi-permeable
membrane acts as a barrier to the dis-
solved salts.

As a near-perfect filter it also holds
back most of the materials in the
water, such as particulate and organic
"matter. The result is a highly concen-
trated solution on one side and a
volume of purified water on the op-
posite side.

Re-equipping the dyeing and finishing
industry and centralising it around a
common treatment area may prove a
more practical water-saving proposi-
tion. Besides recycling the large volume
of water the industry uses, the idea
would cut down on pollution.

A technologist and an economist from
the Shirley Institute in Britain have
been “investigating that possibility as a
result of initiatives taken by the
Federation of Hongkong Industries.
Their findings are expected about the
end of the year.

The Federation, having sounded out
the garments industry, has concluded
the dyeing and finishing industry is
vital to providing garment manufactur-
ers with the sort of flexibility they
need to keep ahead or at least abreast
of highly competitive world fashion
trends.

Machinery does now exist that puts
more of the dye on the fabric and
wastes less by pouring it out with the
water affiluent. Some of the bigger
dyers and finishers have expressed
interest in investing many million of
dollars in that latest equipment if a
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centralised site could be negotiated
with our Government.

The Federation of Hongkong Industries
is expected vigorously to pursue the
idea when the British consultants
deliver their report. But our Govern-
ment seems unlikely to commit itself
to the project until it knows what the
small men in the dyeing and finishing
industry are going to do.

If nothing happens the industry may
ultimately drift across the border
where the Chinese might be prepared
to provide them with cheaper water in
a centralised location.

The most successful water-saver
Hongkong has introduced is its unique
system of salt water reticulation for
flushing purposes. It begun with
hastily-laid surface pipes when ration-
ing was severe in the ‘Fifties.

The system was first for fire-fighting
purposes. But since then separate
networks of distribution mains,
pumping stations and service reservoirs
have been constructed.

About 220,000 cubic meters of sea
water a day is now being used. The
system is still being extended and
could eventually save Hongkong any-
thing up to one-fifth of its fresh water
consumption.

The social impact of current water
rationing has been severest in Hong-
kong’s squatter areas where 750,000
people are said to live. These people
draw their water from stand-pipes and
illegal connections to mains that are
hard to control.

The Government rule is that one
stand-pipe should be installed for
every 500 squatters. But to shorten
water queues and avert the possibility
of disorder the Water Supplies Depart-
ment has broken the rule and installed
more stand-pipes where its officers
think they should. Squatters generally
are minimum water users,

For the rest of the community
bathrooms, or at least shower recep-
tacles, have in the past 30 years become
the rule rather than the exception.
Few still bathe in a tub in the kitchen.
Few flats occupied by middle-income
earners have less than two bathrooms.
Washing-machines have proliferated as
have bathrooms. So have hot-water
systems — all avaricious users of more
water as the quality of life for the
average in Hongkong has improved.
Thus daily average overall consumption
has even increased since 1976-77 when
it was 1.12 million cubic meters to

1.41 million last year.

Current restrictions will call a halt to
the upward trend in daily water
consumption, which at its highest
point last yéar actually reached 1.60
million cubic meters. But the halt will
last only as.long as rationing continues.
Our Government plans no draconian
measures to control the.use of water-
using appliances. It has confined res-
trictions to 10 hours of supply and
appealed to everyone to be prudent
about using it.

Televised public service messages
about saving water take many forms
but they have little impact on many
adults who have been through it all,
and worse, before. Taps go in dripping
The wealthy continue to luxurate in
baths full of hot water, instead of
taking water-saving shower.

The Water Supplies Department’s hope
is that something will be able to be
done about educating the children in
water consciousness, just as Hongkong
is attempting, with considerable
success, about keeping Hongkong
clean.

The grumbles about rationing are as
old as rationing itself. One starts the
day being splashed in the bathroom
with gurgling dirty brown water and
air rushing out of the tap under
unusual pressure. Then, when that
subsides, the water turns milky white
from added chroine for health safety.
One turns away muttering in disgust,
leaving the tap open wasting water
until it clears.

Mr William Tucker, director of the
Water Supplies Department, says the
air in the pipe could be his men
turning on the water too quickly in
the street below. There is an art in
being a turn-cock. And that art is
mainly in turning on the mains slowly.
The brown water, Mr Tucker says,
could be from the mains or the pipes
in your own building. The chlorine in
the water is for your own protection
against water-related illnesses and the
flouride to protect your teeth.

He says the brown and milky water
are both usable, except for drinking or
food preparation. And when the rose
of your shower gets clogged with
brown stuff he days it's no trouble to
screw it off and clean it oneself.
Hongkong has always, during water
rationing, had its legion of tut-tutters
when a rash of burst mains follow first
turning the water off and on.

Mr. Tucker explains the bursts are the

legacy of the pile-drivers of the
construction industry and the public
utilities, beside his own, that dig up
our roads and footpaths.

Compaction of soil around water
mains can be weakened by these
operations resulting in tiny main
bulges that eventually give way,
especially after pipes have been empty
for hours.

A new grumble will doubtiess begin if
water rates do go up next April. But
Mr Tucker says water has never been
dear enough yet in Hongkong to really
induce people to save it.

It is appropriate that Mr Tucker’s
department would like to see Hong-
kong’s children educated to be more
water conscious. We may be back on
full supply even before China begins
sending us still more water in 1983.
But the future everywhere looks grim
for water.

One of Mr Tucker’s booklets on the
Lok On Pai desalting plant makes the
point aptly in an introduction:

“Next time you pour a drink of water
and use a bucket of the precious
liquid to wash the glass out, consider
the year 2,000, the bocklet says.
“That’s when water or the lack of it
will have replaced energy at the top of
the world’s crisis table, according to
the United Nations.

“Already today 1,200 million people
around the world lack proper drinking
water and 25,000 people die every day
of water-related ilinesses.

“This stark warning was sounded in
Buenos Aires in 1977 at the first United
Nations conference ever called to
discuss the growing shortage of man’s
most vital resource — drinking water.
And Argentine’s Secretary Gerieral for
Water Resources, Luis Juareguy,
summed up the extent of world-wide
concern when he said: ‘The notion
that drinking water is natural and
inexhaustible is on the way out.”

The booklet rightly says that notion
has never really found much acceptance
in Hongkong, which has suffered
chronic water shortages for most of its
140-year history, despite the fact that
annual typhoons and monsoons can
dump anything up to 2,200 mm of
rain on us in a year.

What the booklet fails to add is that,
though stored water is scarce in
Hongkong, we still have the notion
that it is cheap. There, in the coming

years, we could be in for a nasty shock.
O
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In the season of goodwil,
beware of the phoney invoice

By George Allan/Legal Division/Corporate Affairs Directorate/
Confederation of British Industry

The article that follows is adapted from CBI News,

the fortnightly magazine of the Confederation of British Industry.
Members should be on their guard against the type of fraudulent
practice described, since a number of Hong Kong companies report
that they receive suspect invoices from time to time.

The Chamber itself has recently received two examples.

A sure sign of the approach of Christ-
mas is the arrival of another wave of
phoney ‘invoices’ from a large assort-
ment of artful dodgers here and abroad
who make a fat profit from the gullibi-
lity of businesses.

So now is the time to forget the good-
will to all men and follow the example
of Ebenezer Scrooge. But first a few
lessons Fagin never thought of.

Think of a fairly routine service most
companies need; get an accommo-
dation address (or better still go
abroad), devise a plausible-looking in-
voice for the service concerned and
mail it in huge numbers to companies,
the names and addresses of which are
in any telephone book. Then wait un-
til the money comes rolling in; and
with luck, you might get away before
the fraud squad arrive.

Ingenuity, persistence and sheer nerve
are the hallmark of the real profes-
sional. Among the U.K. practitioners
it used to be bogus directories that
brought in the cash, until the Unsoli-
cited Goods and Services Acts of 1971
and 1973, and some 1975 regulations
made it very difficult.

It is now an offence in U.K. to demand
money for a directory entry unless
either an order on its printed note-
paper has been signed by the firm
waiting the entry or a note complying
with strict 1975 regulations is com-
pleted making it clear in large red
letters that there was no obligation to
pay anything.

So British operators now have to be
even more artful. One recent example
was a firm which claimed to deliver
non-existent goods which had earlier
‘arrived’ at Heathrow Airport.

But by far the biggest example is still
the telex directory invoice. Its most
prolific operators are, by far, an orga-
nisation called Telecom Verlag fur

Telecommunication, of Cologne (not
to be confused with the entirely re-
putable Telex-Verlag Jaeger and Wald-
mann) and Euro Telex of Barcelona.
These two organisations send large
numbers of forms to U.K. firms about
twice every year. One wave arrives in
June/July {(when with a bit of luck the
key staff are on holiday) and the other
in November/December, when business
is brisk and large numbers of invoices
have to be dealt with. By signing an
innocent-looking ‘confirmation’ of
your ‘editorial entry’ in the directory,
or by failing to check it out, you can
land your firm with bills of up to
£1000 (HK$11000).

These invoices may contravene the law,
but because their authors are overseas,
little can be done to stop them. Efforts
at virtually every level have failed to
stem the tide and save firms perhaps
tens of thousands of dollars a year.
Chamber members receiving this sort
of material would do industry a small
service by complaining to the Com-
mercial Consuls of the countries con-
cerned.

So what can Hong Kong firms do to
avoid paying out to these operators?
Here's a four point plan:

— Check all suspicious invoices. It's
better to risk a final demand than to
pay up.

— Make sure that only one member of
staff can authorise directory entries,
particularly where you have more than
one office. Keep reminding staff at all
levels about this arrangement.

— Consult your trade associations or
the Chamber.

— Contact the Commercial Crimes
Bureau of the Royal Hong Kong Police
Force (5-284511) immediately if you
suspect that someone operating in
Hong Kong has sent you a phoney in-
voice,

The Chamber records with deep
| regret the death of Mr. Elmer J.
S. Tsu, Secretary of the lsland
Dyeing & Printing Co., Ltd., after
a short illness, in London recent-
ly. Mr. Tsu was a very active
member of various Chamber
committees over a period of
many years and contributed his
knowledge and wide experience
of Hong Kong's textiles trade
and industry to these committees
and, in many other ways, to the
benefit of the Chamber and
Hong Kong. Mr. Tsu was a former
L Chairman of the Chamber’s
Textiles Committee. In addition
to his contribution to the
Chamber, Mr. Tsu assisted the
Hong Kong Government, through
an early appointment to the
Cotton Advisory Committee,
later the Textiles Advisory
Board, and many other organisa-
tions through committee work.
He was one of Hong Kong's
most experienced textile experts
and will be sadly missed.
The Chamber extends deep
sympathy to Mrs. Tsu and her
family.
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t Leong, the Chamber's Assistant Director — Trade (left) with Mr. W.S. Mr. Michel Gaudet (third from left) Chairman of the Court of Arbitration of the

-

vior Trade Manager-Western, met, on November 28, the delegation from International Chamber of Commerce, outlines on December 3 ICC plans to establish

e to the International Chamber of Commerce Congress in Manila during an arbitration centre in Hong Kong. With Dr. Ottoarndt Glossner, Chairman of the
ition’s two-day Hong Kong stopover. Mr. Abner Botsh, President of the 1CC Commission on International Arbitration, Mr. Henrik Winqwist, ICC Secretary-

d Chambers of Commerce of Zimbabwe is in the centre of the General, and Mr. Yves Derains, the Court’s Secretary-General, Mr. Gaudet met

ight). There was a useful discussion on trade promotion. Mr. Harry Garlick, government officials, local trade associations and Chamber members to gauge business
rector entertained the delegation at lunch. reaction to the ICC proposal to facilitate settlement of disputes arising from

international contracts. Mr. Ernest Leong, the Chamber's Assistant Director - Trade,
chaired the information meeting.

2

M. Yeung, Vice-President of Perfekta Enterprises Ltd., addresses the Mr. Harry Garlick, the Chamber’s Assistant Director, introduces the speaker, Mr. P.F,
s successful New Arrivals Course, at the Sheraton Hotel, November 24—26.  Barrett, general manager designate of the Hong Kong Telephone Company, at a
yis a member of a family group of 20 companies with interests in Hong roundtable luncheon on November 23. Mr. Barrett spoke on personnel management.

ited States, Australia, Macau and operations in China. He is a member of the
Boards of the Business Schools of the Chinese University and the Baptist

of the Chamber’s China Committee met on September 4 a delegation from The Chamber’s West European Area Committee met an Economic Mission from

ican Legal Foundation. The discussion on laws governing investment and Protugal on November 11. Ways and means of promoting two-way trade were dis-

chaired by the Committee’s Vice-Chairman, Mr. H. Luehrs (centre right). cussed and Mr. Alexandre Vaz Pinto (centre}, Mission Leader, spoke on
investment opportunities in Protugal.
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_Trade in Progress

Hong Kong Overall Merchandise Trade (HK$M)

Jan.-Sept. 1981 Jan.-Sept. 1980 % Change

Imports 100,858 79,927 +26
Domestic Exports 58,089 49,932 +16
Re-Exports 30,213 21,129 +43
Total Exports 88,302 71,061 +24
Total Trade 189,160 150,989 +25
Balance of Trade -12,656 —8,865 +42

Imports : Major Suppliers (HK$M)

Jan.-Sept. 1981 Jan.-Sept. 1980
Japan 23,505 18,166
China 20,951 15,273
USA 10,816 9,854
Taiwan 7,855 5,557
Singapore 7,732 5,370
UK 4,476 3,875
South Korea 4,072 2,665
Fed. Rep. of Germany 2,484 2,156
Switzerland 2,122 2,054
Australia 1,492 1,212
Imports : Major Groups (HK$M)

Jan.-Sept. 1981 Jan.-Sept. 1980
Raw materials 41,199 33,780
Consumer goods 26,599 20,254
Capital goods 14,927 11,641
Foodstuffs : 10,335 8,525
Fuels 7,799 5,728
Domestic Exports : Major Markets (HK$M)

Jan.-Sept. 1981 Jan.-Sept. 1980
USA 20,987 16,933
UK 5,493 4,855
Fed. Rep. of Germany 5,133 5,425
Japan 2,114 1,674
China 1,936 1,049
Australia 1,878 1,434
Canada 1,705 1,289
Singapore 1,258 1,321
Netherlands 1,158 1,144
France 1,033 965
Domestic Exports : Major Products (HK$M)

Jan.-Sept. 1981 Jan.-Sept. 1980
Clothing 20,350 17,138
Toys, dolls and games 5,275 4611
Watches 4,131 3,682
Textiles 3,824 3,270
Radios 2,799 2,864
Electronic components for computer 1,659 953
Electric fans 1,044 465
Handbags 815 773
Hairdryers, curlers and curling tong heaters 630 578
Footwear 584 444
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Re-exports : Major Markets (HK$M)

China

USA
Indonesia
Singapore
Japan
Taiwan
South Korea
Macau
Philippines
Nigeria

Re-exports : Major Products (HK$M)

«Jan.-Sept. 1981

5,775
3,445
3,104
2,370
1,978
1,798
1,020
1,003

904

772

Jan.-Sept. 1981

Jan.-Sept. 1980

2,889
2,071
1,964
1,782
1,629
1,693
678
683
678
526

Jan.-Sept. 1980

Textiles 5,122 2,932
Chemicals and related products 2,580 2,061
Crude materials, inedible except fuels 2,540 1,722
Photographic apparatus, equipment and supplies and
optical goods, watches and clocks 2,410 2,003
Electrical machinery, apparatus and appliances and electrical parts 2,225 1,440
Non-metallic mineral manufactures 2,011 1,765
Articles of apparel and clothing accessories 1,673 1,096
Food 1,453 985
Values and volume - monthly progress (all values in HK$M)
Imports Domestic Exports Re-exports
Value Quantum Index Value Quantum Index Value Quantum Index Total
(1973:100) (1973:100) (1973:100) Trade
1978 60,056 152 40,711 150 13,197 145 116,964
1979 85,837 176 55,912 175 20,022 184 161,771
1980 111,651 209 68,171 195 30,072 253 209,894
Monthly Average
1980 9,304 5,681 2,506 17,491
Jan. 1981 10,685 231 6,346 211 3,328 320 20,359
Feb. 9,091 192 3,938 130 2,878 275 15,907
Mar., 11,326 238 5,784 191 3,326 318 20,436
Apr. 11,398 237 5,844 190 3,328 315 20,570
May 11,737 242 6,880 221 3,422 326 22,039
June 11,441 232 6,830 216 3,266 309 21,537
July 12,314 249 7,362 228 3,282 317 23,058
Aug. 11,262 223 7,487 227 3,464 323 22,213
Sept. 11,710 7,659 3,836 23,205
Area Comparison (HK$M)
Imports Domestic Exports Re-exports
Jan.-Sept. 1981 Jan.-Sept. 1981 Jan.-Sept. 1981
South and East Asia (excluding China) 48,764 6,637 14,053
China 20,951 1,936 5,775
Europe 14,353 17,172 2,421
(EEC) (11,402) (14,250) (1,937)
North America 11,487 22,692 3,640
Australia 1,492 1,878 459
Africa 1,150 2,785 1,491
Middle East 1,021 2,423 1,399
South America 435 1,037 272
Rest of world 1,205 1,629 703
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Office Removal

Certification — Kowloon Branch

Would members please note that with effect from Monday, 21st December,
1981, the Chamber’s Kowloon Office which is responsible for receiving and
issuing Certificates of Origin will be moved to :-

Hongkong & Shanghai Bank Building,
14th floor, (Room 1405A),

673 Nathan Road,

Mongkok,

KOWLOON.

Tel.: 3-955515 and 3-957221

Should you have any query regarding the above arrangement, please
contact :-

Mr. W.K.F. Wang — Senior Manager {Certification)
Tel.: 5-237177 ext. 33
Mr. Hari Cheng — Assistant Manager (Certification)

B E

H—hANA—F+AH—8 ( BH—) B AgESEIRE
BB T FI R
NREEARZOE NS BT =0 A BB ER RIT KE A
( BRAL14FEN405A % )
B E—NAEAE T
= —hAat " —

& B W R ZEHHN A BER 0 FEELA G TR B IHG
EREEE ( FEE SRS )

Tah - A——=t—ttRBE=1T=

EEE et ( BAEEl R )

Bl =— NWAAA—FH

N




RKEEERFE
L HERSLE
| R
SSES €L

2@

FE

B BARATERFIREIIFRE
FIEH =B R EMIaI S B IRE
R HRSRESAREH AHEAL
FEH WA, o

R NRBEEEERAERT o B9
e o fHF AEE BUHEAE 151R BTRAYS
AREE F R ~ 1T ACE R - RENSIR
£ 6 BiEBAIRSRAR A LLf5 6 BEgEIFR o
FiE KRS (LEX INGTON AV-
ENUE EXPRESS )BT o e &1
» FIE S B #E — 4 - EEEERE
e AT LAE B ELRE - [R)iRe 8 A DL ER AR
R WBIE B o BUHEREE S — R
REMBEX M EERMPOEZR
T B HHRSHRIAIE S o

KEEMAH

Rz —EBREA > AT
BB R ET R BRz o BTLL
ML EEER =EREEMEEN &
EEBRBA LT o SREE - BITH
AT P 8 R B MTEm R L 1
MR - GRS BN R
PR EIRBEEE AR o BFIRT)ER
SER 1 RE R — A& B RTA1E T
C MEFIPTRETAR B /HER A » 5
TESAREERMR  EEE - X
B E T A EEGEE > DRETHE
5 RS IR P 7 R T /5 L o

E-ZN o ¢

BTSSR —Le BT
B AT LU B R P S0 & 15 31— (8l 1

HEm a8k
EEMHEEAERL OO0 HRER
IR HEME G K =52~ (3
RRIFIE L H——KE 5 R ILER NG
C—EERER T KH915% 0 AR
TR ZA o fEE /)N B E 2 A
RELEREE  KOHEEREY

HiFEREMy 2= o
FE19804F P FR M35 18 A MR FB7E ik
gHn TAXHERMEMREETHEY
BTHENREREZTHE OB % o EF
S ANELEBEEHBMTREE —ERE
BEE =R B RIS A R
BT ESRBREY o EEERITY
FAEFRMARERGH 0 B EE
MT14%: MOEEINT24%5 A
GDP ( RRAEME ) FFEEINTI1%

B R R o

D E—UERRREAES - B
REGF  BERMALEEE ZPRLER
BT FEIROGF M - B0 LFTRERE #%
FIRITFIER > HMFG. D. P. - HER
Lo EEKAIEIN0R © ERIEH 5 5
T AT AT LA BRAR L8 4t K4 19 2 PaAD
FaIRFBIR AT B o IRIPIEE 75 LLa8
LAtk » BERIRTRETR E—R KB & E
EWITEMAE - (BRI A R

TR AR KB AR R BRI
EMAFEESMT o 758 T2 E
EFEIG. D. P. #22% &4 ° s&fll=
73 Mesasa K7 5 BRI fi % B 7SR
B - (RREEER S A E R
R AT o

AT 0 E BUM AR 20N LR
B RBORRE » BEBUSEM B L
IS o

itz oRA9 BT IR RESR WA — AT X
M EHAE 0 - REEE /F—SFE
BMEREFHEEZR BRI ER

HBEhEEED
E S EAR A R RN KB E
2SR FL B » BFIE—
(B B SR 3E [RGBt e FiMIRR A
{5 B IR HEL M HEE) ) it ALERER
BEFHBNERREMIHR
HIRGE - Rz R AR R

B AR - TS g B R T T AR
B o (R AEM LB AR
TR o il EMARLEER S
TEEIHER)S RBTERRY 2B LA
RERERED; FEAREALRER
SBUSIER % TS BB A ARIK
MR AR S R EERAR - R
ATLAE R~y F M - 5 8 IRPTE
OB WAL JE HERF - - - 55 o tFF
TEYRBI TN B 49 O o 4 0 i A48 2 A
BMTELT 2K RKER| T EEMEL
o RERIREERE T —MEHBHA—
BRI ERH -7

RREER ERIR A BRI T EE
BORIGRERGT - LT AT SR AT LR iR &
FEAR > BLETE R R D B A9 2K
BB\ KRR - e EEPUH
Hove 7 EI{ERIE 2R L RS E-

FHEHE B TRRMEH
R — R RO R 3% o PTLL -
INERMEE B AEE - (REHEEER]
(M — 5 U BRELERL (RTE A BIB st
FHIARET

BERMMBUARE

R A E R 2 SR PR
AR R R R BUES ) o S(E
BHRERS R E—E - B2
CELRE AT Z AR o HHME that 2
ABMHERMRSTERY » RHifk
BUEARIT o fibEFFE RHEORIE £ EE
HERS - —HETEE; —ERLER
o TBUR MK RAEBUR LR EMEm
BT SLEER R R e ek R
BB o EMERMK A — BT
» R BUR SRk A B ARE B R
 REEEAE R B SRR o EAEAE
AT RAEZ MBUA TIFAI AR » B
it % R B AR A R
HEBIETT o SRRBUEMERBUT -« ite
BES A RER 2 I B T — B 3t i 5

THAA —hAZF—H% 35




There's no such
thing as a company.

Only people.

Every company, large or small, is no more than a group of people, working together for a
common aim. And the better they are at doing so, the more effective the company becomes.

The good manager knows that taking care of the staff results in a valuable benefit — group
loyalty. That's why a group retirement plan makes so much sense. Properly designed and tailored
exactly to your needs, it provides your people with the long-term security they have a right to expect.

Both the company and the employee may contribute to the plan — an important factor in
limiting turnover of first-class personnel. For selected employees and key executives, special provisions
can be made.

Let us make you a written proposal. After a briefing from you, we will provide a detailed re-
commendation for your particular circumstances.

Please send me more information about employee
retirement plans.

Have you done business with us before?
[ Yes O No
Send to the Manager, Employee Benefits & Special Services

Manulife, 19/F., Admiralty Center, Tower II,
Hong Kong, Tel: 5-297011 |

ManuiLife

The Manufacturers Life Insurance Company
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Moving cargo around the globe with
efficiency, promptness and profitability.

Our 7 sailings of full container service a week
to 62 major ports by our 9 regular service routes
have all the answers to your shipping problems.

SERVICE ROUTES

Far East/North America Atlantic Coast Service

Far East/North America Pacific Coast Service

Far East/ Europe Service

Far East/ Australia Service .

Far East/ Middle East Service

Far East/ West Africa Service

Southeast Asia/North America Atlantic and Gulf Coasts
and Central America and Mexico Service

Hong Kong/Thailand Interport Service

Hong Kong/ Philippines Interport Service

€ ORIENT OVERSEAS Conlainer LINE

General Agents in Hong Kong:
HONGKONG EXPORT LINES, LTD. h
Hong Kong Office: Hutchison House, 11/F., 10 Harcourt Road. Hong Kong. Tel: 5-264141 (30 Lines)

Kowloon Branch Office: 1313, Ocean Centre, Tsimshatsui, Kowloon. Tel: 3-660237 (4 Lines)
Macau Sub Agent:

CONTAINER SHIPPING AGENCY LTD.
Room 308, Tai Fung Bank Bldg., An. Al. Rebeino, Macau, Tel. 86972, 84900.
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You’re living in one of the best
conference venues in the world.

Our Conference Planning Manual
can help you organise a
conference in Hong Kong.

Hong Kong is the one conference and
meetings venue guaranteed to get everyone
excited. In fact, the very mention of an exotic
place like Hong Kong generates an enthusiasm
few other places can match.

Some of the world’s finest hotels are here.
Staff are specially trained to meet the needs
of convention planners with innovative theme
parties, elegant function and exhibition rooms,
and efficient back-up facilities. As for the food,
one of the most important details of any meet-
Ing, you know Hong Kong has some of the best
In the world in such variety that you’ll satisfy
€veryone’s tastes.

- And after the conference Hong Kong offers
so much for every delegate. The nightlife. The
fabulous shopping. The exquisite Chinese food.

And Hong Kong'’s central location, with excel-
lent air links, makes it easy for your delegates to
include other Asian destinations before or after
the meeting. To help you submit a proposal for
a conference in Hong Kong, our Conferences
and Meetings Department has put together this
step-by-step guide, the Conference Planning
Manual. Then there is the ‘“Meeting Guide to
Hong Kong’’ which outlines all of Hong Kong’s
venues and meeting facilities.Both are available
free. We can also help you present your.pro-
posal to .the international committee of your
organisation and can provide promotional
materials, films and even speakers to accom-
pany your presentation. Site inspections to
Hong Kong can also be arranged.

So why not start planning now to have
your international organisation’s next con-
ference in Hong Kong? Make it the most
successful, most memorable conference you’ve
ever had. Clip the coupon for details, or
call 5-244191.

To: Hong Kong Tourist Association,
Conferences and Meetings Dept.,
35th Floor, Connaught Centre,
Hong Kong.

Please send me the Conference
Planning Manual and Meeting Guide
to Hong Kong.
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SIEMENS

To meet the demand
for high-quality electronics

by progressive manufacturers.
Component factories in Malaysia

and Singapore and stock in Hong Kong
give you the flexibility you need.
Siemens engineers assist customers
in evaluating their particular

. requirements, and work out the best

. solution to ensure reliable operation.

(8] Jebsen &Co. Ltd.| Hong Kong
Siemens Division
Prince’s Building, P.O.Box 97, Tel.: 5-225111

Hong Kong's electronic industry is
growing at an enviable pace. So are
the demands of overseas clients.
Many of the radios, taperecorders,
electronic flashguns, digital watches
and electronic gadgets produced
already enjoy a high reputation for
ingenuity and quality. Siemens plays
no small role to achieve this end.
High-quality and competitively priced
transistors, diodes, integrated cir-
cuits, LEDs, LCDs and LSl circuits
including the famous 8080 micro-
processor are finding increasing use Electronic appliances made in Hong Kong

Siemens for all electronic engineering






