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Chamber in Action
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a la GEC = including the kitchen sink

The high quality of the
catering equipment installed by
GEC Hong Kong in The Regent
matches the high standards of
a great hotel. GEC's $9 million
contract in the hotel is the single
largest kitchen installation
contract ever awarded in Hong
Kong.

The Catering Equipment
Department, part of GEC Hong
Kong's General Products Division,
supplied and installed the entire
kitchen including the cold storage
section, butchery, bakery, cold

kitchen, pantry, dish-washing area
and main kitchens for European
and Chinese cuisine. A staff
canteen, the Poolside Bar and a
locker room for kitchen staff were
also equipped under the same
contract.

GEC Hong Kong's catering
expertise, which includes a design
and consultancy capability, has
won catering and kitchen
equipment contracts, large and
small, from government and the
private sector including the New
World Hotel before The Regent.

GEC Hong Kong is an
experienced and professional
organisation playing an essential
role in Hong Kong’s development.

GEC Hong Kong

One Hysan Avenue Causeway Bay
P O Box 15 GPO Hong Kong

Tel: 5-7902828

414
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The Chamber in Achion

FFinance

Although income from membership
subscriptions is below budget, certifi-
cation revenue is holding up well. This,
taken together with our efforts to
curtail expenses, while preserving
the quality of our services, has resulted
in a satisfactory financial performance
for the seven months January to July.
We have a good working surplus with
healthy reserves.

Membership

Membership at the end of August was
2,791, comparing rather poorly with
2,883 members at the same time last
year. Our rather low level of recruit-
ment of 176 new members during the
past eight months has not made up the
13% loss in membership at the end of
1982, The Membership Section how-
ever has carried out several vigorous
recruitment campaigns aimed at differ-
ent sectors of business and at different
national groups of companies.

Employment
(Amendment) Bill

Following a meeting of the Joint Em-
ployers Association Committee on
Labour Relations during August, it
was agreed that the constituent organi-
-sations should carry out surveys of
their members to obtain information
relevant to any policy position to be
taken by the employers organisations
towards the Government's intentions
to introduce the Employment (Amend-
ment) Bill which, among other things,
seeks to increase the present sick leave
with pay entitlement from 36 days to
120 days. Accordingly, the Chamber
issued a survey letter to all member
companies and at the time of prepara-
tion of this report, a heavy response
from members had been received. The
information provided is being collated

Jirnrmy McGregor
Reports...

and assessments will be made. Subse-
quently, the Chamber’s representative
on the Labour Advisory Board, Mr.
A.E. Gazeley will be advised on the
outcome of this survey and asked to
represent further Chamber views to
the Commissioner for Labour. The
Chamber will also continue to work
closely with the other major employer
organisations on this important matter.
As members are aware, the Bill will be
discussed again in Legislative Council
during October and therefore Chamber
views must be submitted well before
then to the Government.

Committees’ Work

Home Affairs Committee

Limited surveys were carried out on
two matters raised by the Postmaster
General - the use of cordless telephones,
and private channel data transmission.
Reports were made to the Postmaster
General on the results of the surveys.

Shipping Committee

Members met on 25th August and
approved a new scheme of Tramp
Agency Fees which came into effect
from 1st September 1983.

Japan, Taiwan & Korea

Area Committee

The newly appointed Executive
Director of the Planning Department
of the Kagoshima Prefectural Govern-
ment Mr. Yakota, called on the Cham-
ber on 16th August. Among subjects
discussed was the 4th Hong Kong
Kagoshima Conference scheduled to
be held in Hong Kong in 1984. The
Chamber will also assist the Kagoshima
authorities with other trade related
activities. As members may be aware,
Kagoshima has taken space in the
Chamber Pavilion at the Hong Kong
Trade Fair Consumer Goods Week in
November,

West Europe Area Committee
Preparation for the Chamber’s Buying
and Selling Mission to Switzerland and
Spain from 4th to 15th October is well
underway. Mr. J.B.M. Litmaath, Chair-
man of the Committee, visited Barce-
lona to make pre-arrangements for the
mission. A briefing meeting for partici-
pants from ten member companies was
held on 24th August,

The Chamber hosted a luncheon on
1st September for members of a dele-
gation jointly organised by the West
Midlands County Council and the
Birmingham  City Council. . This
followed a meeting in Birmingham in
March when Jack Tang and | discussed
two way cooperation. The West Mid-
lands County Council has decided to
mount a multi-faceted programme of
cultural, sporting, and trade related
events in Hong Kong in 1984 including
representation at both Hong Kong
trade fairs in October and November.

China

China Committee

Members met on 23rd August at which
a number of projects were discussed.
These included a Committee Delegation
to visit Xiamen in October and the
organisation of another annual recep-
tion for PRC agency officials based in
Hong Kong.

Contribution of Articles

At the invitation of China Resources
and the Economic Information and
Agency, articles were submitted for
publication in their respective anniver-
sary supplements. An article was also
submitted to the South China Morning"
Post Ltd. for publication in the supple-
ment on the 35th Anniversary of the
founding of China Resources Co. These
will be published over the name of Mr.
John Marden as Chairman of the
Chamber,
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FACSIMILE

When you come to buy a facsimile machine, consider carefully the
aspect of confidentiality.

Ricoh have, and that's why only the Ricoh facsimile series have
Remote Terminal Indentification as a standard feature.

They tell you before you transmit that you are locked on to the right
party thus preventing accidental transmission of confidential information.
It's a kind of secret service.

It also works in reverse because the receiving party is inférmed who
is transmitting the data. The Transmit Terminal Indentification feature
lets them know that the confidential information is coming from an
authorised source.

The Ricoh facsimile series also features a lot more. Like speed. You
can send most documents in around 18 seconds! No wonder Ricoh
boasts the largest number of high speed units installed around the world.

And performance. The FX6350, the top model of the series can
transmit quality reproductions of graphs, blueprints, Japanese or Chinese

characters, and subtle photographic halftones from originals up to A3 size.

Think of it as a copier that sends and receives through your telephone.

So call us on 5-8930022 to arrange a demonstration. We'll show you -

how the Ricoh FX6350 or one of the other models in the new Ricoh FX
range can meet all of your requirements, and more.

AT TR ERS _
Gilman Office Machines

Better for your business

5th Floor, Elizabeth House, 250 Gloucester Road, Causeway Bay. Hong Kong 5-8930022

Ricoh facsimile is also marketed under the name Rapicom in the Americas, and Kalle Infotec in Europe.

GLN-069DDB3




Trade

Identity Document for Travelling
Members

The Chamber will shortly introduce an
identification document for represen-
tatives of member companies who
travel on company business. This has
been fully endorsed by our Trade Area
Committees. The Immigration Depart-
ment of the Hong Kong Government
has cleared its use and wished us well.

U.S. Generalised System of Preferences
The Chamber has sent cables to Senator
John Danforth, Chairman, Sub-
Committee on International Trade of
the Senate Finance Committee and
Congressman, Sam Gibbons, Chairman,
Sub-Committee on Trade of the Con-
gressional Ways and Means Committee,
to express our concern regarding the
possible exclusion of Hong Kong from
the U.S. Generalised System of Pre-
ferences from 1985,

In response to an appeal from the
Chamber, many member companies
also wrote or cabled Mr. Danforth and
Mr. Gibbons, supporting the Chamber
representation on this issue.

The Chamber

in Action

The Chamber has also written to the
U.S. Consulate General on the same
subject.

The Hong Kong Trade Fair

A briefing meeting for participants in
the Chamber Pavilion was held on
23rd August. The Chamber Pavilion
which occupies an area of 500 square
meters will consist of 19 individual
booths ‘and a general display area.
Pan-Pacific Exhibition Contractors
Ltd. was appointed stand designer
and contractor for this project. It is
interesting to note that four of the
participants in the Chamber Pavilion
are from Britain, Australia, Ireland and
Japan, increasing the international fla-
vour of representation in our Pavilion.

Video Equipment

The installation of a new video unit in
the Chamber Boardroom will be com-
pleted shortly. The Administration
Division is now conducting a search
for suitable cassette material from the

Trade and Industry Departments,
Information Services Department, the
Hong Kong Trade Development
Council and other organisations. It is
likely that we shall offer a service, on
a modest fee paying basis, to any com-
pany, especially overseas visitors, wish-
ing to demonstrate their products by
use of video.

Joint-AmCham Luncheon

Dr. Edward G. Jefferson, President of
Du Pont Company spoke at a joint
luncheon held on 26th August at the
Hong Kong Hilton Hotel. He was an
outstanding speaker and clearly felt
bullish about business and industrial
prospects for Asia in the immediate
and longer term future, Od
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Substantially reduced copy
without loss of quality

OCE CUT THE JAPANESE
DOWN TO SIZE

The European Océ 1900 substantially reduces
ongmalswrtlnmtmducmgeopyquahty

striving to achieve the optimum in complete
copying satisfaction.

The result is total flexibility, excellent copy quality
and supreme convenience.

Superior copy quality
Combine Océ's Flash-belt system with our unique
Toner Transfer System and you are guaranteed high
quality copies everytime, without the worries of
mixing, adjusting or filling.

Even after reducing originals by 50%, the Océ
1900 produces crisp,
clear copies without any
loss of quality.
Maximum reliability
Due to an extremely short
paper path, chances of
break-downs are highly
unlikely. If however, afault
does occur, It is isolated
by a micro-processor to
ensure speedy recovery.
Greater versatility
The 1900 has an effective
capacity of 8,000 to
80,000 copies per month.

T he Océ 1900 Series is the result of continuous

It can also handle a wide variety of paper weights -
from 40gsm up to 200gsm.

And of course, two-sided copying brings the usual
paper economy. The 1900 also has an automatic
sorter, a document feeder and a computer form feeder
as optional extras which may be added at a later date.
After-sales service
Our Customer Service Officer will be only too pleased
to help and advise you on operator training, consul-
tancy on copying materials and special application
of our copying systems.

T L For more information,
 phone Océ on 5-776064,
. or visit our Hong Kong
Showroom, Hanglung Centre
13th Floor, Paterson Street,
Causeway Bay, Hong Kong.
And find out how the Océ
1900 Series can give you
complete copying satis-
. faction.

/ Co
A Copying
ch Systems




Sir John Bremridge

replies to
Albert Gazeley

The Financial Secretary Sir John Brembridge,

has written to Chamber Director,

Mr. Jimmy McGregor,

replying to two points made by Mr. Albert Gazeley,
in his interview with The Bulletin in the September
issue.

Sir John Brembridge writes:

I am sorry that Mr. Albert Gazeley’s article in the Septem-
ber issue of The Bulletin inadvertently, | am sure, contains
two major factual errors.

He writes “in the past few years 50% of our Government
revenue has come from land sales’. This is incorrect. The
figures are as follows:

Year Land Sales Total Revenue
1978/79 1,893 12,442
1979/80 2,845 16,796
1980/81 10,690 30,187
1981/82 8,908 33,494
1982/83 4,550 30,818
1983/84 3,000 32,270
(forecast)

The figures are of course in billions of Hong Kong dollars.

He then writes ‘we have the most expensive electricity in
the world’, This is also incorrect. The latest comparative
Asian figures are as follows:

Small Large
Domestic Commercial  Industrial Industrial
(1) (2) (3) (4)

CLP HK$ 57.50 54.87 49.21 39.94
Korea 73.66 141.21 61.99 49.66
Singapore 66.66 74.95 57.48 51.19
Japan, Tokyo 70.47 99.79 63.40 58.47
Malaysia 63.32 75.38 69.35 55.48
Philippines,

Manila 60.36 75.68 70.57 66.16
Taiwan 43.98 77.30 40.16 33.96
(subsidised) .

Note (1) Consumption of 150 kWh/month assumed for

domestic consumers.

Consumption of 5,000 kWh/month assumed
for commercial consumers,

Consumption of 120,000 kWh/month at 300
kWh/k VA assumed for large industrial con-
sumers.

Consumption of 4,600,00 kWh/month at 550
kWh/kVA assumed for large industrial con-
sumers.

The charge per unit shown above incorporates
the fuel clause, if any, as at 30.4.83. CLP 4.54
c/u.

(6) Exchange rates applicable are as at 30.4.83.

(2)

3)

(4)

(5)

It is also not generally understood {(and indeed welcomed)
that in rea/ terms CLP’s charges now are Jower than they
were two years ago.
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Now
Viewdata’s“GATEWAY”
makes home banking

possible.

#4 in a series of informative advertisements

Viewdata is a new
communications system from
Communications Services,
a subsidiary of Hong Kong

o What about
Telephone. In this advertisement Q

o What is
QO “GATEWAY’’? e security?

o Viewdata’s ) and others to follow, we focus on A « No problem.

e “GATEWAY” is a particular aspects of the Viewdata ¢ Confidentiality is
remarkable new facility that system, and explain how they can assured by the use of a
makes direct, two-way bring increased productivity unique, secret password

communication possible
between bank customers and
a bank’s computer through

selected by each customer.
It can be changed as often
as desired. Further security

and convenience to the
office or home.

the Viewdata system. Except checks exist to protect against
for cash transactions, it’s like having an fraudulent use. And all transactions can be
automatic teller machine at home or in the office. performed in the privacy of the home or office.
« How does home banking benefit « What will it cost to install
Qo banks? Qo “GATEWAY” on our computer?
o With “GATEWAY” most banking services o Less than you’d expect. But we can not
e can be provided more efficiently, and for far e quote you an exact figure until we know
less than the cost of labour-intensive, over-the- more details about your own system. The best
counter transactions. Staff can be free for more thing to do is contact us directly at 5-8288042
productive work, and customers can enjoy faster, to arrange for a free demonstration and to
more convenient service. discuss your own particular needs.

o What does home bank-
Q.- ing mean for customers?
Greater convenience than
e ever before. With just
a few simple instructions,
customers can request their

LGateway
current balance, order a :

EE
statement or a new cheque-

book, enquire about loans
and repayment options,
stop payment on a cheque,
amend standing orders,
transfer funds between
accounts, even pay some
bills. All from their own
Viewdata terminals at home or
in the office, any day of the
week, around the clock — without having

to visit the bank, stand in line or write a cheque.

TERMINAL

D-DOEM~C
<DEM-ADO

User HK Telephone “3rd Party
)




How much will the “GATEWAY”
Qo home banking service cost
customers?
A o Electronic transactions through Viewdata’s
e “GATEWAY”
cost so little, banks can
probably provide this
service free-of<charge.

All customers will
need to pay for is the :
Viewdata service itself. ol TR
This can cost as little as AROUNT OE TRANSPER fiKs 155
$50 a month for an
adaptor on an existing
TV, $30 a month for
service and a one-time-
only installation fee
of $200. Time usage
charges can be as
low as fifty cents for
4 minutes, evenings
and Sundays.

And the same basic
Viewdata system that
brings customers home
banking also provides
a variety of additional services. Services like
timely financial information, “ELECTRONIC
MAIL”, the complete, up-to-date Hong Kong
telephone directory, news, games and more.
Optional services like Financial Vision, Financial
Vision Gold and PRESTEL* World Services are
also available.

» When will “GATEWAY” be
Q ¢ available?

A The technology exists now and can be

e utilized from today’s basic Viewdata system.

s .

FBC Bar«

EXTERNAL
NamE
MK Electric

Chaina Gas
HK felephcﬁe
an Express

rd

Dalrg Lane

Park’n Shop
s F

LRRENT-1 OR SAVINGS-2 A-C

ABC Bank (Gateway)

PERSONAL A/C BAL-STAT REQUEST
NAME

o
o

OONDABUNO \

Current-Cheque

29 Cagrse
Go 14 irteesh

3 Month Fixed
KEY IN NO OF a-C REQUIRED
DISPLAY DETAILS-1 OR MAIL-2

BALANCE ONLY-1 OR STATEMENT-2

Request a Statement

Banking at home
with Viewdata
is fast and easy.

(Gateway®
SCCOUNT TRANSFER REQUEST

TRANSFER/MTH
MAX  DONE - TFR
- s

DETAILS AVAILABLE
Balance-Statement
YES

BALSICE S48 AT

For earlier details
Other services
Viewdata main index

In fact, home banking is already a reality in the
UK., US,, Germany and France.

Minimal equipment installation and minor
systems adjustments to your bank’s computer
could bring home banking to Hong Kong in less
than a year. And could position your bank as ‘the
technological leader of the

industry.

o Is the use of
Qo “GATEWAY”
limited to banks?
o Not at all. Other
. exciting possibilities
exist, many of which are
now available in countries
overseas.

It won’t be long before
Hong Kong Viewdata users
can utilise “GATEWAY” to
secure and confirm airline
and tour reservations, buy
and sell securities, obtain
insurance quotations, order
goods and services — all
from their own homes and
offices.

C Bank

TERNAL A-C
you Mr Howells for your request

LE CONFIRM THAT YOU WISH TO

(Gateway)

TRANSFER CONF IRMAT 10N

To HK TELEPHONE
oF $155 25
fom YOUR  SAVINGS ACCOUNT

IN YOUR  NEXT  PERSONAL
ION CODE NO_ TO CONFIRM OR

60 TO CANCEL THIS REQUEST

gRtoesacho HERE »

(Gakewag)

[ALANCE STATEMENT OF CURRENT A~

REF OEBIT
CRED1T

BALANCE

BAL B-F

1S5.25 0 3598 %2

01 SEP 1983 16 20 2544 75

Statement of Account

== ]
COMING NEXT: How current Viewdata
users and Information Providers profit from
the system.

Learn more about Viewdata and “GATEWAY” with no
obligation. Complete and return the coupon below today. Or
call us ar 5-8288042

*PRESTEL is a trademark of British Telecom.
]
please send me more

I YE 9 information about

Viewdata and “GATEWAY”,
including details about services,

equipment, capabilities, and costs. o
I I understand there’s no obligation.
My company uses a
(Brand name) (Model)

Jj computer.
(] Please send me your previous advertisements, too.

] Please send me details of the ‘Homelink’ seminar.

Name Title
Company Type of business
J Address

Ask us another question about Viewdata.

Your questions about Viewdata and its services

I enable us to help you better with your information
and communication requirements. Please write

] below.

Question:
i

] RETURN COUPON TO:
Viewdata Services, P.O. Box 9872 G.P.O.
I Hong Kong. Tel: 58288042 sunoss I




We care enough to make
First Class a natural expression
of perfection.

“Whenever | give a rose to a Senator Class passenger the reaction is almost always the same. A
smile. And as natural as that may seem, to me, it makes keeping a rose fresh and perfect something
really important, really worthwhile. And really First Class”.

~ Lufthansa

German Airlines

126 destinations within 70 countries and 6 continents throughout the world. For reservations contact your
favourite IATA Passenger Agent or Freight Forwarder respectively. Alternatively, telephone Lufthansa, Landmark
East 6th Floor, 12 Ice House Street, 5-225101, Peninsula Hotel 3-665201/2, Reservations 5-212311. Cargo
3-8297521.
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| am pleased to have this opportunity to convey to
you, through the medium of The Bulletin, hearty
greetings from Korea to the members of the

Hong Kong General Chamber of Commerce.
Suffice it to say, Hong Kong and Korea, by nature,
are bound to maintain close contacts and ex-
changes due to our geographical proximity and to
our common cultural background.

Moreover, our economies share some similarities in
that they have made, in recent years, comparative-
ly more rapid and significant progress than that of
many other developing countries, which makes our
economic environment even more competitive
nowadays.

Since exports are an important basis of our econo-
mies, the recent prevailing trend of protectionism,
especially in the developed countries, has been
cause for our serious concern,

While in some aspects we are unavoidably com-
petitive in our respective economic endeavours,

in many other areas intensified cooperation and
collaboration are needed for our mutual benefit.

It is gratifying to note that we are aware of our
common bonds and that we are making concerted
efforts towards our common goal.

If we look at our bilateral economic relations in
the first place, trade between us has expanded tre-
mendously by 7 times in the last 10 years reaching,
in 1982, HK$6.5 billion (Korean exports to Hong
Kong at $4.5 billion and Hong Kong’s exports at
HK$2 billion).

In fact, the total amount of trade in 1982 retro-

gressed by eight per cent from that of 1981.... the
first time in many years....due to a drop in Korea’s
exports to Hong Kong by 17 per cent.

Hong Kong, for us, is the fifth largest market,
whereas Korea stands as the seventh on Hong
Kong’s list.

Meanwhile, personal exchanges have also grown
year by year. In 1982, about 60,000 Koreans visit-
ed Hong Kong while there was almost a similar
number of visitors to Korea from Hong Kong.
Here, | wish to indicate that the number of Korean
visitors in 1982 was an increase of 30 per cent over
that of the previous year and Koreans were first,
among all foreign visitors to Hong Kong, in terms
of the percentage rise.

Finally, something that must not be left unsaid
about Hong Kong is that we are fully utilising this
financial centre to borrow capital needed for our
economic development.

Hence, the sphere of our mutual economic activity
is being widened to the satisfaction of both sides.
Nevertheless, | feel that we have not fully exerted
our efforts in exploring and exploiting the poten-
tials that lie before us, due largely to the fact that
such efforts are not yet well organised.

The expansion of our relationship has, in my mind,
been carried out more or less on a “laissez-faire”
basis. | think it is time we both realised the im-
portance of our strengthened relationships and
brought to bear even further our concerted efforts
toward this end.

Kim Tae Zhee

Consul-General

THE BULLETIN OCTOBER 1983 11
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widening —
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Motivations differ in
Korea and Hong Kong

— and so does policy

The expectations of the people of
South Korea and those of the people
of Hong Kong differ to the point of
antithesis.

The policies of the two governments,
attempting to fulfil domestic expecta-
tions, differ also. But Hong Kong’s
unique minimum interventionist ap-
proach to expanding the economy
does from time to time come under
some irritable local criticism on lack
of planning. The same cannot be said
of Korean attitudes to central govern-
ment direction of economic develop-
ment.

American economists specialising in
international trade are now begin-
ning to interpret the planned in-
dustrial expansion of East Asia’s
newly industrialising countries as “new
protectionist” and U.S. Congressmen
talk of demanding reciprocity in their
trading relations. Quotas and tariffs
based on GATT principles are begin-
ning to be seen by the Americans as
inadequate in dealing with planned
industrial development and market
penetration of the East Asians. (See
p. 33-43 of this issue)

South Korea is sometimes called the
“New Japan.” This springs from
the broad objectives of the pre-war
Japanese militarists which aimed at
developing a rich nation and a strong
army.

These militarist objectives — now
much modified in Japan in an eco-
nomic development direction — are
roughly South Korea’s aims today for
a compelling reason. The nation faces
a constant threat from Kim Il Sung’s
regime in North Korea.

Thus, the country has an army-
dominated government and it directs,
in a now loosening coalition, its major
industrialists in how to create a rich
country capable of supporting national

12 THE BULLETIN OCTOBER 1983

defence. Basically, it is a matter of
national survival.

In Hong Kong, expectations are not
motivated by militarist or defence
considerations, Wealth is an individual,
not a national, aim. Expectations are
for individual economic security and
the building up of family human re-
sources influenced by political un-
certainty about the future of the
territory.

Minimum intervention enables Hong
Kong entrepreneurs to do their own
chosen thing to meet their own per-
sonal level of expectations, subject
largely only to the disciplines of a
free marketplace.

Taxation

What the Hong Kong Government
takes in taxes is comparatively low
(South Korea: 6% to 55%) for this
reason. And, what it does collect is
ploughed back into improving the
social infrastructure to help pro-
duce a better quality of life.

The two widely differing systems of
achieving economic growth for quite
different reasons have clashed in the
world marketplace, so far much more
than being smoothly complementary
to each other’s economy, Trade be-
tween the two newly industrialising
countries is relatively small (see page
75). But local awareness of South
Korea policies have acted as a spur to
Hong Kong’s upmarket industrial
development.

In the 20 years (1961-79), when South
Korea saw phenomenal growth under
government planning and direction,
the clash was in light industrial ex-
ported products, more particularly
textiles.

But Hong Kong continued to do
quite well under the influence of

the South Korean competitive spur
because MFA quota restrictions and
increased labour costs forced domestic
manufacturers upmarket. It has tended
to leave competitors, like South
Korea, with the low-cost, labour-inten-
sive end of the market.

Products from the Jower end of the
market have in recent years even been
ordered from South Korea by Hong
Kong manufacturers and exporters
acting on behalf of buyers in Hong
Kong’s main overseas markets. Now,
these products can be made across the
border in China.

The 20-year boom in South Korea also
heightened expectations for a better
quality of life. These produced any-
thing up to 27% annual increase in
wages and high inflation helped in-
directly to create some renewed
active opposition to the army-domi-
nated government.

The crunch came in 1980. The eco-
nomy suffered a big decline. It has
been attributed by analysts to the
government pushing expansion too
fast and too hard, not the shock of
the second oil crisis.

In 1982 the South Korean Govern-
ment took a new direction. It began
a five-year plan setting targets with
lower growth rates for the develop-
ment of 13 heavy and technologically-
advanced industries. It began to give
more incentives to the private sector
and export growth has recovered a
little.

Its 1986 target is for a 45% light

industrial output and 55% for
developing heavy and technologi-
cally-advanced industries. On the

surface it looks like South Korea
could be moving out of competi-
tion with Hong Kong in some di-
rections but increasing its threat
in more sophisticated directions.




South Korea now has over 50 govern-
ment agencies helping to develop its
technologically-advanced new indus-
tries and it is said to be arranging
loans to selected manufacturers. This
is alarming some Hong Kong domestic
electronics manufacturers.

They fear the local industry is going
to be left behind in this rapidly and
constantly developing high-tech field
and be uncompetitive by 1986 when
the South Korean five-year plan ends.
One possibility for Hong Kong, if
South Korea’s electronics industry
does advance faster (with perhaps
some indirect backing from HK as a
financial centre) than it does locally,
is to increase procurement of com-
ponents from South Korea. Hong
Kong lacks a lot of the supporting
industries it needs to improve the
domestic content in what it now
produces.

The fragmented structure of the Hong
Kong industrial sector is both a pro-
duct and a prerequisite of the Govern-

Iron bars made by the cold press system are ominy off the press.

ment’s minimum interventionist policy
in a society that lacks the same com-
pelling defence reasons for social co-
hesion as exist in South Korea. This
may be a handicap in developing tech-
nological advances. But it is dynamic
in keeping Hong Kong’s exports com-
petitive.

Fragmentation

The Industry Department claims the
highly  competitive  fragmentation
forces small manufacturers upmarket
into higher sophistication. Only a few,
it says, fall by the wayside.

Business in South Korea is much more
concentrated than in the Hong Kong
industrial sector. Of Hong Kong's
48,000 factories and workshops, 97%
employ 100 or less workers. Only
about 1,500 firms are medium-sized
or large.

South Korea is trying to expand small
business away from agriculture and has
a special bank to help. Only 49% of

260,000-ton class tankers have been built in Korean shipyards.

Y g

workers in South Korea are in com-
panies employing 300 workers or less,
compared with 74% in Taiwan and
Japan, They account for 34% of value-
added content in manufacturing com-
pared with 56% in Japan and Taiwan.
The value-added figure must be even
higher in Hong Kong,.

South Korea, in its new industries,
tends to be competitive at the cost of
some of the money it borrows to
develop those industries. Some are
making operating losses, even with the
help the South Korean Government
gives.

So far South Korea has less than 1% of
world trade. As a net borrower to
finance its new industries and its re-
search spending it is fourth biggest
in the world, after Brazil, Mexico and
Argentina.

It is not attracting much foreign
investment. In its ships, cars and

chemical plants it has idle capacity.
It is reported to be falling behind
on some of its five-year plan targets.

THE BULLETIN OCTOBER 1983 13




L,
v
\

\\‘\ |
e
2

Steel is its star performer but the
Japanese complain it is dumping
steel products on the )apanese and
Southeast Asian markets. South Korea
accuses Japan of the same thing.

A possible future difficulty for South
Korea as it moves upmarket is that it
will encounter protectionist pressures
in major world markets, as Japan has
done. But, so far, the impact is likely
to be very small because South Korea
has such a small percentage of world
trade. Developed nations still com-
mand well over 90% of the-output
of technologically-advanced products.
To retain its US. GSP privileges,
South Korea has already begun
liberalising some tariffs on American
imports. The reason is perhaps simple.
South Korea’s interventionist indus-
trial policy could be classified by
American international economists as
part of what they call the “New
Protectionism”.

American banks harbour grievances
against the South Korean Govern-

ment and are pressing for a U.S.
congressional inquiry into the way
they are restricted in an attempt
to move the South Korea Govern-
ment into more liberal regulation.
They cannot create liquidity by draw-
ing on head office funds the way they
can in Hong Kong, for instance.

Investment

Foreign investment, including that
from Hong Kong multinationals, is
small, not only because of some
restrictions, but the instability that
domestic opposition to the authori-
tarian rule of President Chun Doo
Hwan seems to generate. Though
protest for now is confined to
church activists, underground poli-
ticians and a relatively small number
of students the opposition gets a good
deal of publicity abroad.

The question is could protest get wor-
se and what might have to be done to
contain it in a situation where national

.defence is so important? President

Chun has promised to move toward
a more democratic government, Some
political dissidents have recently been
freed from jail but some observers
think there have been few real signs of
liberalisation yet.

The South Koreans, to counter super-
ficial external impressions and perhaps
threats of instability, attempt to create
an image for the country abroad of a
recognised fully-fledged, viable nation.
In achieving this South Korea’s coup
over Japan in getting the next Olym-
pics in 1988 is considered most im-
portant.

The precise outcome of the crisis
facing South Korea is not yet clear and
this is something obviously Hong Kong
would have to assess before ever re-
considering, under threat of any South
Korean competition, altering its mini-
mum intervention policy. It certainly
hasn’t so far shown any official sign of
doing so. O

With the Compliments
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Korean trade growth

depends on Hong Kong's

E7S\3

economic stability — Ann kyengjune

Ahn Kyeng-june, director of the Korea
Trade Centre in Hong Kong, says if the
Hong Kong economy is stable, then
Korea’s trading relationship will also
be stable and will expand. If Hong
Kong’s domestic exports are good in
global recovery from recession, then
Korea’s exports to Hong Kong will
get better.

He says he hopes the Hong Kong dol-
lar exchange rate will stabilise. “It is
difficult to expand trade when the
dollar goes up and down, creating
uncertainty for importers and ex-
porters.

Mr. Ahn also says: | hope Hong Kong
businessmen will have confidence in
their future. If they lack confidence
in Hong Kong’s future, how can
foreign businessmen have confidence
in the stability of the economy?” he
asks.

South Korea, he says, is liberalising
what Hong Kong can export to his
country. Another 305 commodities of
Korea’s restricted list of 1,768 items
have from July 1 been liberalised.

Of the 305 items, the import of 191
have been completely freed from ban
or restriction, while 82 have been re-
designated as “import surveillance
items”. Of the remaining 62 surveil-
lance items 30 have been freed but
will be subject to increased tariffs.
Items still restricted include locally
manufactured items which need
protection for a fixed period of time
(glass, for example, for TV Braun tube
use) and those Korea fears might
damage the environment and national
health.

Mr. Ahn says Korea plans to raise the
import liberalisation ratio (80.4%) to
85% in 1984 and 87% in 1985. It will
reach 90% by the end of the current
Korean five-year plan in 1986 and be
comparable with advanced countries.
He says the Korean Ministry of Com-
merce and Industry has adopted the
advance notice system for prospective
import liberalised commodities to
minimise the impact on local in-
dustries and facilitate planned in-
vestment.

The Ministry will organise task forces
in each industry to review the inter-
national competitiveness of import-
restricted items, Import-free items sub-
ject to advance notice will be next an-
nounced by the end of 1983. (See
table) .

Mr. Ahn says he hopes Hong Kong
businessmen will take advantage of
Korea’s import liberalisation policy.
He says Korea can take any kind of
raw material it hasn’t got itself. He
mentions the re-export through Hong
Kong of chemicals and minerals.

Steady

He says what Korea imports in light
manufactured goods can come from
anywhere, They were just as welcome
in the form of Hong Kong domestic
exports as they are from elsewhere.

He describes the Korean political situ-
ation as steady and says industry is
progressing rapidly. He asks for more
Hong Kong industrial investment.

Mr. Ahn points out foreign investors
can acquire an equity interest in
Korean industry and are allowed to
hold up to 100% ownership in the
vastly expanding range of what Korea
manufactures. Repatriation of profits
continues to be fully guaranteed under
law.

He quotes Korea’s Gross National
Product growth rate in 1982 at 5.4%
when most countries were recording
negative rates or doing little better
than breaking even.

Now it is upgrading its structure to
that of an advanced electronics pro-
ducer. In the past 10 years growth
in electronics on average had been
over 40% a year compared with an
average industrial growth rate of

Change in Import Liberalization

18.5%.
This growth compares with the United
States 19%, Japan 15.7%, West Ger-
many 15.5%, France 15.5% and Italy
and the U.K. each 11.4%. The export
rate of electronic products, he says,
has increased 60% compared with
Japan’s 40%.
The Korean electronics industry, Mr,
Ahn says, ranks 12th in terms of
world production and 14th in world
exports of electronic items.
He says the present structure of
production is 45% electronic com-
ponents, 42% household appliances
and 13% of products for industrial
use. By 1991 the Government plans to
raise the structure to the same level
as Japan — 36% consumer electronic
products, 31% industrial products and
31% electronic components.
During the 1980s the Korean elec-
tronics industry is predicted to grow
three times as fast as the rest of the
world. Last year exports were the
equivalent of $2.2 billion. By 1986
exports are estimated to reach $6.5
billion.
Electronics exports are expected to
increase 15-20% on average after
1986 and to reach $13 billion by
1991.
Korean electronic companies are in-
troducing uptodate technology in
semi-computers and semi-conductors
in joint ventures with AT & T and
IBM.
Mr. Ahn describes Hong Kong
businessmen as very strong in mar-
keting. He says the Korean people
are hard workers. If they join to-
gether in their efforts, through Hong
Kong investment in Korea, they
can find new and expanding markets.
O

'79
Restricted Items 327
Liberalized Items 683
Ratio of Liberalization (%)  67.6

'80 '81 ‘82 83
317 1,886 1,769 1,482
693 5579 5791 6,078
68.6 747 766 804

Source : Korea Trade Promotion Corporation
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Hong Kong-Korean trade in
strong adverse imbalance

Hong Kong trade with South Korea,
is in strong adverse imbalance. In
1981 South Korea exported to
Hong Kong between four and five
times what South Korea took from
Hong Kong. In 1982, because of
the impact of recession, it fell to
about three times as much in value
terms.

In 1983, the roughly three-to-one
imbalance has so far continued. But
the imbalance could again accelerate
as recovery in the United States has
a favourable impact upon demand
in both exporting newly industrialis-
ing countries.

The proportion of domestic exports

from Hong Kong to South Korea in .

1981 was only one-seventh of total
exports, though it did show an 18%
increase. The trend in 1982 and so
far in 1983 is about the same.

By far the major part of what Hong
Kong exports to South Korea is in
re-exports from China without
much added-value content, Hong
Kong is a staging post for China
trade with South Korea, countries
with no diplomatic relations. China
helps North Korea in competition
with Russia.

Hong Kong imports from South
Korea fell by nearly a billion dollars
between 1981 and 1982, reflecting
recession in Hong Kong. The major
part of the fall was in textile yarn,
fabrics and made-up garments. Im-
ports of electronic components, on
the other hand, increased 12%.
Textiles have so far continued to

decline in 1983 and electronic com-
ponents, etc. to increase a further
11%. There has also been some re-
covery this year in Hong Kong’s
purchases from South Korea of
mechanical watches and clocks.

In view of South Korea’s five-year
plan concentrating on techno-
logically-advanced industries at the
expense of lightindustry, the decline
in Hong Kong’s imports of South |
Korean textiles could perhaps be
permanent. China has become a
Hong Kong source. for the lower
end of market demand.

A basic adjustment in trade in major
items is at least underway.

For instance, South Korea is taking
more base metal and metal scrap
from Hong Kong than ever before.
Hong Kong’s domestic exports of
cotton fabrics have gone up nearly
10%.

But these items are very small com-
pared with South Korea’s imports
of Hong Kong re-exports. Re- |
exports of items like dyeingand tan- |
ning materials show big gains. So
does textile yarn and electronic
components.

One prospect for Hong Kong do-
mestic exports is perhaps in higher
quality fashion garments for South
Korea’s growing middleclass with
increasing disposable income. Miss
Lydia Dunn, for instance, as new
chairman of the Trade Develop-
ment Council, has spoken of devel-
oping such regional markets as
South Korea. 0

Hong Kong Trade with Korea (HK$M)

Jan.-June 1983 Jan.-Dec., 1982 ]an.-Dec., 1981

Imports from Korea 2,113.58
Domestic Exports to Korea 149.23
Re-exports to Korea 1,136.65
Total Trade 3,399.46

4,557.47 5,494.68

245.14 207.82
1,699.35 1,400.70
6,501.96 7,103.20
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Korea’s fifth five-year plan

The Korea Development Institute produced a paper this year which outlines how the country is
reforming its economy. It quotes statistics on economic performance and speculates on the prospects

for the future.

The paper may help Hong Kong industrialists to obtain a full understanding of what is actually
happening in this newly industrialising country:

A The government has initiated
wide-ranging reforms to achieve three
interrelated objectives: continued high
growth, price stability and equity in
income distribution.

First, several factors underlie the need
for high economic growth in Korea.
For the next 10 years the Korean
labour force will grow at 3% per an-
num. In absolute terms, about one half
million new workers will join the la-
bour force each year. In order to
create enough jobs for these new
workers, GNP must grow at least 5-6%
annually.

In spite of the economic progress of
the last 20 years, Korea’s standard of
living measured in per capita GNP is
still one sixth or one seventh of that
typically prevailing in industrially ad-
vanced countries. Furthermore, today
Korea is in a position where it must
spend a minimum of 5-6% of GNP for
defense. In order to meet this defense
requirement without sacrificing con-
sumption. Korea must have high eco-
nomic growth.

Second, the maintenance of price sta-
bility is also important. In order to
continue its rapid growth, Korea
must allocate its limited resources
more efficiently than ever before.
When the economy was relatively
small and simple in structure, it
was possible to allocate resources
efficiently through a highly centralised
decision-making through the operation

of the free market is not only desirable
but essential. And, every economist
knows that the allocation of resources
through the free market is efficient
only in the absence of inflation.
Finally, Korea’s need to improve
equity in income distribution s
readily apparent. Koreans have never
considered high economic growth to
be an end in itself. Aside from this
moral consideration, it is important
that Korea demonstrate that even
in the area of income distribution the
free market approach toward econom-
ic development is superior to that
taken by the communist adversary
in the north.

In pursuing these economic policy ob-
jectives, the country has chosen to

rely more on the market mechanism
than before. In addition, it has also
begun to make greater use of the ad-
vantages offered by the outward-
looking development strategy. As a
result, Korea is in the process of
further liberalising its policy on trade,
foreign investment, and -technology
transfer. Internally, the government
has undertaken many measures to
promote free competition.

Five-year Plan

The import policy incorporated in the
Fifth Five-Year Plan (1982-1986) calls
for raising the import liberalisation
ratio from 77% currently to over 90%
by 1986. In order to provide for an

Korea — Development Profile: Selected Indices 1982/83

GNP Growth Rate
Consumer Prices Increase
end of year
annual average
Current Balance (US$M)
Trade Balance
Exports
Imports
Invisible Balance & Net Transfers
Labour Force Participation Rate
Unemployment Rate
Unemployed persons (*000)

1982 1983
5-6% 7-5%
4.8% 3-4%
7.3% 3.5%
—2500 —2000
—2400 —2000
21000 23500
23400 25500
—100 0
56.4% 56.4%
4.4% 4.2%
659 645

Source: Economic Planning Board
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adjustment period, the industries af-
fected by import liberalisation are
given advance notice of policy chan-
ges. Furthermore, existing non-tariff
protection will gradually be replaced
by tariff protection, and individual
tariff measures will be granted for a
limited time period only.

As for the nation’s policy on exports,
the government is encouraging exports
based on intra-industry specialisation
rather than inter-industry specialisa-
tion. This will pose fewer difficulties
for Korea’s trading partners and, thus,
Korea will face less protectionistic re-
sistance. In addition, the government
promotes the growth of exports
through market and product diversi-
fication.

Korea’s policy on the inflow of foreign
technology is already very liberal. In
areas other than nuclear- and defense-
related fields, most applications for
technology import licences are auto-
matically approved. The government
intends to abolish existing licensing
requirements during 1983. After this,
importers of technologies will only be
required to report transactions ex post
facto. As regards the patent rights of
foreign suppliers of technology, a
study is in progress to revise present
rules and regulations so that more
adequate protection is accorded to
those rights.

In order to meet foreign capital re-
quirements, Korea in the past relied
much too heavily on borrowing. Korea
was also rather strict in requiring local
partnership in direct foreign invest-
ment. In September 1980, however, a
new policy on direct foreign invest-
ment was announced. While maintain-
ing the existing tax incentives and
other privileges offered to foreign in-
vestors, the new policy allows a maxi-
mum equity share of up to 100% in
many industries. Furthermore, in
order to make it easier for foreign in-

Foreign Loans by Major Countries 1979-81

vestors, in the course of the Fifth
Five-Year Plan period the government
intends to do away with prior approval
of foreign investment except in a limit-
ed number of industries.

In April 1981, the government imple-
mented the Anti-Monopoly Act, the
basic purpose of which is to eliminate
cartel arrangements, price fixing and
other monopoly practices.

In order to increase the efficiency of
Korea’s banking system in the mobili-
zation of savings and investment allo-
cation, the government has already re-
linquished its majority equity shares in
four of the five major commercial
banks. The government’s share in the
remaining bank will be sold to the
general public sometime in 1983. In
addition, the government has en-
couraged the establishment of non-
bank financial intermediaries. Restric-
tions which formerly limited competi-
tion among different types of financial
institutions have been removed.

As a preliminary step toward opening
up the domestic capital market to
foreign investors, two international

trust funds have been in operation
since 1981, and still another cor-
porate-type fund is under review for
establishment.

In a move to increase government tax
revenue while minimizing distortions
in resource allocation caused by un-
realistically high marginal tax rates,
the government reduced, effective in
January 1983, the maximum marginal
corporate and personal income tax
rates from 38% and 60%, to 30% and
55% respectively.

Agriculture

To bring about the necessary trans-
formation of Korean agriculture in
line with industrial development, the
government has already taken action
to phase out the present high price
support programmes. In addition,
credit facilities have been expanded to
support agricultural mechanisation. To
secure a stable supply of agricultural
commodities in which Korea lacks
comparative advantage, the government
will rely increasingly on imports rather

Foreign Direct Investments by Major Countries

(US$M) 1980-82 (US$M)
Total Japan U.Ss. Total
1979 2,699 498 404 1980 96.6
1980 2,918 428 574 1981 105.4
1981 2,947 442 828 1982 100.6

Japan u.s.
31.3 62.5
29.5 59.0
21.2 59.6

Source: Ministry of Finance
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Assembling parts marks the start in the
manufacturing of electronic articles.

than domestic production of these
goods.

Korea’s efforts to improve income
distribution center around the ex-
pansion of employment opportunities
through rapid growth with minimum
inflation. These efforts are combined
with programmes designed to increase
access to education by all groups in
society. To this end, the government
has been increasing expenditure on ed-
ucation and vocational training. As the
experience of many industrially ad-
vanced nations has clearly shown, en-
larging educational opportunities is the
surest way of guaranteeing an equita-
ble income distribution. In the long-
run it increases the supply of skilled
and technical manpower.

In its efforts to improve income dis-
tribution, Korea will try to avoid the
unfortunate experience of some ad-
vanced countries with their welfare
programmes. Koreans realize that
some of these programmes have had
serious disincentive effects on work
and savings. Furthermore, they have
reduced the mobility of resources and
have thus become an impediment to
industrial adjustment with serious ad-
verse effects on the continued growth
of world trade.

After a severe setback in 1980, the

8
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Foreign Technology Imports from Principal Sources Korea’s Trade with Japan 1980-82 (US$M)

1980-82
Exports Imports Trade Balance with
. to from Japan as % of total
Total Units US. Japan  W.Germany s Japan s il Balatee
1980 222 54 124 10 1980 3,039 5,858 58.9
1981 247 74 109 15 1981 3,503 6,374 58.9
1982 308 68 164 14 1982 (Jan-Nov) 3,141 4,834 81.7

Source: Ministry of Finance

economy began to recover in 1981
with an annual growth rate of 6.4%.
Measured in terms of the increase in
wholesale prices, inflation fell to 11%
from 42% the year before. In terms of
consumer prices, inflation was down
to 14% from 32% in 1980. The current
account deficit decreased to $4.6 bil-
lion from $5.3 billion.

However, during the last quarter of
1981, the recovery faltered, reflect-
ing the economic downturn taking
place in the U.S. and other industrial
economies. Despite continued econo-
mic  sluggishness abroad, in March
1982, the Korean economy began to
pick up again.

Korea's growth rate for 1982 was
approximately 6%. To a large degree,
this 6% growth was achieved because
of a sharp rise in domestic construc-
tion was sparked, among other things,
by government actions to reduce in-
terest rates in line with a rapid de-
celeration - of inflation. Unlike in
other years, the growth of exports was
not a major contributor to the overall
growth of the economy. The real
growth of exports in 1982 was 3.8%, a
very poor performance by Korean
standards, but a good performance
relative to Korea’s export competitors,
including Japan, Taiwan and Singa-
pore.

The most satisfactory aspect of

Korea’s economic performance in .

1982 was the sharp drop in inflation. 1982 1983 1984 1985 1986
During the year, the rise in wholesale Gross National Product 66.7 75.2 86.4 99.0 112.8
prices was limited to 2.4% and the | (US$ billion)

rise in consumer prices to 4.8%. No % Growth Rate 6.0 7.7 7.9 8.2 7.9
doubt, this fall in inflation was due in Commodity Exports 21.0 24.2 27.6 31.8 37.0
farge measure to a decline in commo- (US$ billion)

dities prices abroad. Commodity Imports 234 25.7 29.0 32.8 37.7
But, due credit should be given to | (US$ billion)

various domestic measures, including Population ("000s) 39,331 39,951 40,578 41,209 41,839
the government’s actions to finance % Rate of Increase 1.58 1.57 1.55 1.55 1.49
budget deficits with minimum effect Per Capita GNP 1,696 1,881 2,129 2,403 2,696
on the money supply and an interest | (US$)

rate policy which guaranteed a positive

real return for savers. Source: Korea Development Institute
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Reflecting the rise in savings and price
stability, Korea’s balance of payments
improved dramatically. The current
account deficit, which had been pro-
jected at $4.4 billion early in the year,
shrank to $2.5 billion.

In the opinion of the government the
early 1983 slowdown is only tempora-
ry, and the nation’s economic per-
formance in 1983 is expected to be
better than in 1982. The overall grow-
th for 1983 has been projected at
7.5% on the assumption that the world
economy will begin picking up sub-
stantially in the first half of the year.

Wage Gains

On the domestic side, private con-
sumption will recover strongly as a
result of relatively large real wage
gains during 1982, and construction
activity, both public and private, is
expected to continue to expand.
Inflation should slow down further
this year with an increase in consumer
prices in the range of 3-4% and that in
wholesale prices in a 2.0%-2.5% range.
Expected stability in wage increases as
well as the exchange rate should more
than offset any rises in the price of
imported raw materials.

Concern over the potential inflationa-

ry effect of last year's rather rapid
monetary expansion is ill-grounded.
For one thing, last year’s increase in
monetary aggregates largely reflected
structural changes in the flow of
funds. For another, because of a sharp
reduction in inflationary expectations
there is now a growing demand for
money holdings.

Korea’s exports in 1983 are expected
to reach $23.5 billion, an increase of
9.5% in real terms. The current.ac-
count deficit is~projected to decrease
by $500 million to $2 billion.

This continued improvement in the
balance of payments will help limit
the increase in Korea’s foreign debt.
The total external debt outstanding at
the end of 1986 is now projected to
reach $49.5 billion, as opposed to
$64.5 billion projected two years ago.

Korea’s debt service ratio in 1982 was
14.9%. This ratio is expected to fall
gradually, Thus, there is little reason
for undue concern over Korea’s debt-
servicing capability, unless there is a
further deterioration in the condition
of the world financial market.

In 1982, Korea launched the Fifth
Five-Year Economic Development
Plan. During the plan period, GNP is
expected to grow at 7.7% per annum,
There are several reasons why Koreans

Long-term Macroeconomic Projections




are fairly optimistic about achieving
this growth rate.

Looking at the supply side of the eco-
nomy first, Korea’s labor force is ex-
pected to grow at about 3% per annum
while population will grow at 1.5% per
annum during the coming 10 years.
This growth rate differential will result
in a high labour force to population
ratio. This means that the average
worker will have fewer dependents to
support and therefore will be able to
save more.

Because of this increase in savings, the
economy will be able to meet large in-
vestment requirements with minimum
inflationary pressure. And, because of
the rapid increase in the labour force,
return on capital investment will con-
tinue to be high.

Korea’s ability to absorb advanced
technology from abroad is also strong.
Each new generation is becoming bet-
ter educated, and the nation can surely
count on its dynamic entrepreneurs to
import new technology. The govern-

ment itself will stimulate technological
innovation by spending more on R &
D activities. In addition, the govern-
ment has already begun to encourage
private R & D efforts by providing
various tax and other incentives.

Korea can also increase overall pro-
ductivity by shifting labour out of
low productivity agriculture and into
high productivity industry. To this
end, as noted previously, the govern-
ment has already adopted a variety of
measures to stimulate the mechaniza-
tion of agriculture.

Surely, there is a great deal of uncer-
tainty in the field of energy. However,
the government has adopted realistic
energy pricing in order to encourage
efficient use of energy, as well as the
use of alternative energy sources, For
example, nuclear power development
has been accelerated and an increasing
usage of coal in place of oil has been
achieved.

On the demand side also there are
grounds for optimism. True, the

KPS

current wave of protectionism and
the prospect of slow growth in OECD
countries do not spell a rapid growth
of world trade. However, Korea’s share
of world trade is still small, accounting
for only about 1% of the total and
thus there is room for continued ex-
pansion of Korean exports without
running into serious protectionist re-
sistance.

This is especially true if Korea takes
care to improve product quality and
also diversify both products and mar-
kets. In fact, this is precisely what the
country has already done to a substan-
tial degree. In this regard, it is worth
noting that during the past two years,
Korea’s heavy and chemical industrial
exports have grown twice as fast as
light industrial exports.

Another factor should also be con-
sidered. The western Pacific is not
only the most dynamically growing re-
gion in the world today but also will
remain so for the balance of this cen-
tury. The prospect for closer economic
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cooperation in the region is better to-
day than at any time in the past.
Korea definitely regards its location at
the centre of the region to be a great
advantage.

Furthermore, now that Korea’s eco-
nomy has grown, the domestic market
can serve as a ‘‘second engine” of

growth. In times of sluggish economic
activities abroad, Korea can concen-
trate more on meeting domestic needs
in the form of greater investment in
areas such as housing, health care,
education and transportation. In
essence, this was how Korea achieved
6% growth last year,

Last but not least, one of the most im-
portant reasons for optimism regarding
the long-term prospects of the Korean

Outstanding Long-term Debt Projection 1982-86 (US$M)

economy has to do with the attitude
of the Korean people and government,
As already noted, the government is
continuing its reform efforts to take
fuller advantage of the high growth
potential of the Korean economy. The
Korean people themselves remain com-
mitted to hard work and are willing to
pay the price to achieve a higher stan-
dard of living for themselves and their

children. JFF

1982 1983 1984
1. Long-term 23,159 25,433 27,492
Loans 15,728 16,748 18,138
Bank Loans 5,298 6,308 6,858
Bonds 341 523 872
2. Short-term 10,163 11,056 11,586
Private 3,884 4,034 4,084
Inter-Bank 6,279 7,022 7,502

3. Foreign Banks:
“A” Account 3,912 4,412 4,912
Total 37,234 40,901 43,990

1985 1986
29,406 31,010
19,418 20,718
7,308 7,268
1,366 1,950
12,096 12,086
4,134 4,184
7,962 7,902
5,412 5,912
46,914 49,008

Source: Economic Planning Board
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Insurance:

Comprehensive new law
tightens surveillance
and regulation

Hong Kong used to have the reputation
for so loosely regulating the insurance
industry that it became known as one
of the easiest places in the world to
begin that sort of business.

That was not all that different from
other sectors of Hong Kong’s free
market economy. Years ago it wasn't
all that difficult to begin your own
bank and, until relatively recently,
easy enough to begin a deposit taking
(finance) company.

The free market principle prevailed in
the interests of economic growth. Too
much surveillance and regulation were
considered a stifling influence upon
business initiative. The view was some-
times officially expressed that the
Government could not legislate to
protect fools in the consuming public.
Low tax, freedom to choose what
individually to do and easy repatriation
of profits, as well as the minimum of
regulation, were necessary inducements
to creating the entrepreneurial spirit
that has made Hong Kong what it is
today. Considering Hong Kong’s
remarkable success it is difficult to
argue with the policy that still largely
prevails, because it has vastly improved
the quality of life for the majority.
Specifically, it worked most success-
fully in inducing insurers to begin
business in Hong Kong. Both local and
foreign insurers opened businesses and
in general contributed both to the
economic and social development of
Hong Kong.

However, in this free market environ-
ment, competition in economic sectors
where high profits are seen has always
from time to time diverted dispropor-
tionate economic resources into areas
where demand exceeded supply.
Inevitable adjustments have always
followed and the imprudence of some
entrepreneurs have often ended in pain
for some consumers.

The social impact of these sporadic
Painful adjustments has often rubbed
off on the image of the reputable

majority in the sector concerned. And
it has invariably led to the reputable
cooperating with the Government in
advising and counselling on modifying
minimum intervention.

The travel industry is a well-known
example in the services sector. The
banking industry, concerned about a
minority of deposit taking companies,

is another. Even the Government’s
decision to improve the industrial
infrastructure to include testing

laboratories to help ensure the con-
sistent quality standards of exported
products is also an example.

The Government’s policy has become
known as positive non-intervention. It
means where business practices become

socially unacceptable legislative
modifications are made to the
economic infrastructure aimed at

restraining the imprudent.

It has never meant directly helping one
industry over another. Nor, curbed
freedom to conduct business com-
petitively by standards .considered
legitimate by the majority in the
industry concerned.

The insurance industry is one of the
most recent to have its infrastructure
tightened within which it is still freely
competitive. In the past five years
three companies failed causing financial
losses to some policy holders. Hong
Kong, more recently, has also witnessed
a deplorable example of an accident
victim suffering an “‘empty” judgment
for damages found justifiable by a
court.

The timing of this “empty” judgment
is not without its irony. It was delivered
only shortly after Hong Kong's first
comprehensive insurance law, passed
on February 8, 1983, became operative
on June 30 this year. The law is known
as the Insurance Companies Ordinance
and could take, given time for appeals,
etc. up to the end of 1983 fully to
implement.

The new law includes a new dimension
in positive non-intervention. It sets up

a new Insurance Authority (the
Registrar General assisted by an
Insurance Officer who is now being
recruited abroad) with draconian
powers to really jump on any insurance
company that it thinks may be
imprudently managed and becoming a
danger to its policy holders. The
Authority also has the right to deter-
mine who are fit and proper persons to
run new companies.

Bits and Piece

Prior to the current law, legislation
regulating insurance companies was in
bits and pieces. These go back to 1907
when life assurance companies had the
keeping of their accounts, etc. defined
for the protection of policy holders.
Somewhat similar legislation governed
marine and fire insurance in 1917,
Motor vehicle insurance was regulated
for the first time in 1951,

In 1978 the Insurance Companies
Capital Requirements Ordinance was
passed which made it obligatory for all
insurance companies wanting to begin
business to have $5 million minimum
share capital. This was the first time
control was established over share
capital but it did not apply to existing
companies.

Then in 1981 the Fire, Marine and
Life ordinances were amended to
require all companies have a paid-up
capital of at least £56 million. This was
done in consultation with the industry.
The thinking was that unless every
company had an adequate capital base,
then it couldn’t provide adequate
security for deposits.

Both 1978 and 1981 changes were
done in consultation with the industry.
The Government respected their views
very much and relied heavily on them
for advice and counsel.

The 1981 law also changed the pro-
visions for a minimum solvency margin
— surplus assets over liabilities. Margins
were fixed at not less than $2 to $4
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million ($2m for life and general and
$4m for composite companies).
Between 1981 and 1983 the Govern-
ment and industry went into active
discussion on the new operative com-
prehensive law. This repeals and
amends all previous ordinances and
covers all classes of insurance business.
It should enable the Insurance
Authority to monitor the industry
effectively. The Authority now has
a staff of 21, which it is hoped will
be increased to 30.
The Authority will liase with the
industry in addition to dealing with all
matters relating to their regulation. It
hopes that with support and coopera-
tion from the insurance industry it can
make a success of supervising the
industry under the new system.
Immediately before the commence-
ment of the Ordinance, there were 307
insurance companies authorised to
carry on the four previously regulated
classes of business in Hong Kong, viz.
life, fire, marine and motor vehicle
(third party risks) insurance. Of these
136 were local companies and 171
were overseas insurance companies
which were from atotal of 23 countries
(See table).
Among them some are big ones and
some are small ones. Some are very in-
novative in bringing out new products,
some less so. Some are very aggressive
in sales whereas others are conservative
or even dormant.
Though they all carry on insurance
business, their policies are quite
diverse. Inherently, there is the im-
possibility of having one hard and fast
rule applicable to all of them. To re-
gulate them, therefore, there has to be
a certain degree of flexibility in the
law.
The Ordinance is the fruit of the labour
of a Working Party on Insurance
Legislation composed of 10 represent-
atives from the insurance industry and
three from the official side which was
set up in June 1977. The main objective
of the Ordinance was very well sum-
marised in the Report of the Advisory
Committee on Diversification, 1979:—
“the regulation of the insurance
business should be improved to the
benefit of those insured and of
reputable insurance companies with-
out stifling competition and initi-
ative in the insurance market”
The Ordinance provides that, for the
first time, all types of insurance
business will be regulated. There are
17 classes of general business and six

classes of long-term business. Generally
speaking, insurers will fall within the
scope of the legislation if they are
incorporated here, have a place of
business here, are represented here by
agents, or are holding themselves out
as carrying on insurance business in or
from Hong Kong.

All such persons and companies,
including reinsurance companies, will
have to be authorised under the
Ordinance. They will have to make
application to the Insurance Authority
and satisfy him that they have met
certain minimum standards. The first
of such standards is the financial
standard. All companies must have a
share capital of at least $5m. Share
capital can be in the form of paid up
ordinary shares or redeemable prefer-
ence shares or subordinated loan stock.

For composite companies which write
both long-term and general business, as

well as for companies which write the
so-called “compulsory insurance
business’’, for example, motor vehicles
(third party risks) insurance and
pleasure craft insurance, this require-
ment is increased to $10m. However,
since capital is not always intact, and
may be depleted by losses, the
Ordinance also requires insurance com-
panies to maintain certain solvency
margins.

Such margins are in fact the surpluses
of assets over liabilities (not counting
share capital). Such a margin, in the
case of a company carrying on long-
term business only, is $2m, regardless
of premium income. In the case of a
general insurance company which does
not include compulsory insurance
business, the solvency margin is based
on its premium income (one-fifth to
one-tenth of its relevant premium
income of the company in its preceding

REGISTRAR GENERAL’'S DEPARTMENT
INSURANCE REGISTRY
AUTHORIZED LONG-TERM, GENERAL AND COMPOSITE INSURERS
as at 31st August, 1983

Cotntey - Class of Business Transacted
I ok : c af . Pure Pure c .
ncorporation ompanies Long-Term General omposite

Australia 2 - 2 -
Bahama Islands 2 1 1 —
Belgium 1 - 1 -
Bermuda 7 6 - 1
Canada b 4 1 —
China 3 1 1 1
Finland 2 — 2 —
France 5 — 5 —
West Germany 1 — 1 -
Hong Kong 137 9 112 16
India 4 - 4 -
Ireland 2 — 2 —
ltaly 2 — 2 —
Japan 8 - 8 —
Luxembourg 1 — 1 -
Malaysia — - — —
Netherlands 4 — 4 —
New Zealand 3 — 3 —
Norway 1 — 1 -
Philippines 2 — 2 —
Singapore 7 2 5 —
Sweden 1 — - 1
Switzerland 7 3 4 —
Thailand 1 — — 1
United Kingdom 61 12 40 9
U.S. of America 35 17 18 —

Total 304 655 220 29
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financial year), with a minimum margin
of $2m (but increased to $4m where
the company carries on ‘“‘compulsory
insurance business’’). In the case of a
composite insurance company it is
$2m plus the solvency margin applic-
able to its general business and calcul-
ated on the basis of its general business
relevant premium income.

As a condition for authorisation, the
Ordinance also provides that an in-
surance company must have adequate
reinsurance, otherwise it will have to
demonstrate to the Insurance Author-
ity why it is justifiable not to make
such arrangements. Alongside this re-
quirement for the spreading of risks,
there is also a requirement that where
an insurance company carries on some
other form of business in addition to
insurance business, such diversification
is not contrary to the interests of
existing and potential policyholders.

Accounts

To enable the Insurance Authority to
assess the financial situation of the
authorised companies, the Ordinance
requires the submission of annual
accounts and reports each year. Where
necessary, the submission of such
accounts and reports may be required
to be speeded up on the request of the
Insurance Authority. The accounts
must .contain all the information
specified under the Third Schedule to
the Ordinance.

Where there is a valid reason for
departure from the Third Schedule re-
quirements, as for example, where a
company’s existing accounts provide
equivalent or better information, it
will be possible for the Insurance
Authority to exercise its discretion to
agree on certain accounting concessions
with the insurance company. The
Authority will keep an open mind in
considering all requests and will deal
effectively with the variety of accounts
in insurance accounting, and the
unigueness of each type of insurance
transaction.

Insurance companies carrying on long-
term business (including life and
annuity business) are required under
the Ordinance to keep a separate
account of the assets and liabilities of
their long-term business, as distinct
from the other business of the com-
pany. The assets attributable to long-
term business may only be used for
the purposes of that business.
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It is only when the value of such assets
exceeds the aggregate of the long-term
business liabilities plus $2m that these
restrictions can be relaxed. This “built-
in"” $2m solvency margin within the
life fund itself provides a degree of
protection for long-term policy holders
who are insured or have invested their
life-time savings with the companies.
Running parallel with the control over
the financial aspects, the Ordinance
also has provisions concerning the
quality of management of an insurance
company. This is to prevent undesirable
persons from acquiring a position of
influence over the companies. Under
the so-called “fit and proper persons”
provisions, the Insurance Authority
may refuse to authorise an insurance
company if it appears to him that a
person who is a director or a controller
of the company is not a fit and proper
person to hold the position held by
him.

To enable the Authority to exercise
this discretion, an insurance company
will be required to provide sufficient
information on the identities, financial
activities and background of its
directors and controllers. If they are
considered unfit, the Insurance
Authority will first give notice to the
persons concerned, and any aggrieved
person then has one month in which
to appeal in writing to the Financial
Secretary.

But how is the Authority going to
dispel some of the doubts as to its
ability to judge people in the industry?
Firstly, some people are obviously not
qualified, such as people with recent
criminal records, people who are
known to be fugitives from justice or
people who have left a trail of business
failures behind them.. It should not be
difficult for the Insurance Authority
to decide that such persons are not
suitable.

Secondly, in the less obvious cases, the
officer responsible for making the
decision to refuse would probably not
act simply on a hunch. He will have to
be sure that there are firm bases for
taking that course of action. Further-
more, there is an avenue of appeal to
the Financial Secretary and that
provides a simple, inexpensive and
confidential method of having the case
reviewed by another impartial Govern-
ment official.

How effective the. system will be in
practice is impossible to say at this
early stage, but at least it should assist

the Insurance Authority in preventing
fraudulent persons and asset strippers
from getting into positions of control
in the insurance industry.

Now, what can the Authority do if
things go wrong?

Under the Ordinance, the Insurance
Authority can exercise a wide range of
powers to intervene in the business of
an insurance company where there are
grounds for doing so. The principal
ground is the need to protect policy
holders against the risk of the company
being insolvent. Another ground is
where the Insurance Authority con-
siders that intervention is desirable in
the general interests of policy holders.
Experience has shown that troubles
are most likely to occur within the
first five years of a company’s opera-
tion, and the Ordinance therefore
provides that the powers of interven-
tion may be exercised during that time
whether or not any of the statutory
grounds specified in the Ordinance
exist.

Utmost Care

This power of intervention will be
exercised with the utmost care and
within reasonable limits. The powers
of intervention range from the limita-
tion of an insurer’s premium income
or stopping it from underwriting new
business, to requiring an insurer to
realise certain investments or not to
make investments of a certain kind, to
maintain assets in Hong Kong to cover
its liabilities to policy holders in Hong
Kong, or to put assets in custody held
by an approved trustee.

Such powers will be exercised with
prudence, and it is not envisaged that
the Insurance Authority will, without
valid reasons which will have to be ex-
plained, interfere in the day-to-day
running of. an insurance company. Of
course, in a really bad situation, the
Insurance Authority may petition to
the Court for the winding-up of a
company.

With regard to insurance selling and
consumer protection, though the
Ordinance does not set out to regulate
brokers, agents and insurance salesmen,
it provides under Section 56 that it
will be an offence for any person to
make any statement, promise or
representation which is false, mislead-
ing or deceptive with a view to inducing
another person to enter into any
contract of insurance. A person con-
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prisonment for 12 months.

There are special provisions dealing
with special underwriting associations
and exemptions such as the partial ex-
emptions given to insurance companies
already authorised to carry on the

same yclasses of insurance business A" Classes
under U.K. legislation.
Such partial exemptions are given Of
because such companies are already
subject to similar control by the U.K.
Authority and it stands to reason that General 'nsurance
full compliance with the Hong Kong
legislation would unnecessarily dupli-

cate the work which has already been Norman (H.K.) Insurance Co. Ltd.
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Ordinance, a new page has been turned
in the history of Government regulation
of insurance companies in Hong Kong.
The Administration is aware that there =

will be a need to have an on-going JOlnt venture
process to review the operation of the
Ordinance and to devise new measures of
to improve the system of regulation. ‘
In this connection, the Ordinance pro-
vides for the establishment of a
statutory Insurance Advisory Com-
mittee to be appointed by the Govern-

TR G & Fung Group
or to advise him on matters relating to
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the carrying on of insurance budiness. Hong Kong trading and invest-
ment group established in 1906.

The Financial Secretary or his repre-
sentative will chair the Committee and
the Insurance Authority will be an ex-
officio member. The other members smdeswnns | @s mutuelles du mans
will be invited from the practising '
members of the industry and the
professionals connected with it. .

This will be a balanced Committee the wmw Insurance
with representation from local as well Group in France.
as overseas interests, life and general
insurance companies, direct insurance
and reinsurance companies, and other
specialists from the legal, accounting -
and actuarial professions. It is expected Our POIICY
that this consultative body will assist
the Insurance Authority in the
formulation of regulations to be made
under the Ordinance and in devising
any future legislation affecting the
insurance industry. O
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Manage the risks to your busine
— the professional approach

Contributed by

Mr. Tom Masters,

Director,

Jardine Matheson Insurance Brokers (HK) Ltd.

Senior managers reap the financial
benefit for achieving their business
objectives — they are also accountable
for failing to protect the business
against foreseeable risks.

Responsible management will there-
fore seek to preserve physical assets
and maintain revenues in circumstan-
ces beyond their control and arrange
defence mechanisms to deal with
third party claims. In order to do so
economically management has to:
— Know what the risks are.

— Quantify the exposures.

— Adopt loss control, risk avoidance
and reduction techniques.

— Absorb inevitable or regular losses
{ to a financially acceptable single loss
and annual aggregate limit ).

— Transfer other, unavoidable risk to
underwriters.

— Plan the insurance programme.

The Message

Adopt a financial approach to the
management of risk — get value for
money.

This is a tall order for the business
man concerned with achieving sales
growth and improved operating mar-
gins in today’s tough trading scene.
Fortunately, professional help is at
hand, in the shape of Insurance
Brokers with specialist skills in ad-
vising on loss control and risk re-
duction, in addition to their tra-
ditional role in negotiating Insurance
contracts.

Take the professional route — take
advice from risk and insurance con-
sultants — it costs nothing and may
save many dollars.

The Man In Need

Every business venture involves the
chance of loss. Although the Hong
Kong businessman is recognised as a
brilliant entrepreneur, energetic and
inventive, dedicated and profit-moti-
vated does he invariably adopt a
businesslike attitude towards those
hazards which may cause grievous
damage to the enterprise?

Does he plan the protection of his
business with that same analytical
process as he applies to budgetting
sales and overheads?

Some risks may be avoided or eli-
minated, others reduced and the re-
mainder transferred to third parties,
principally Insurers. The management
objective will be reached if the in-
surances are adequate in quantum,
scope and quality when called upon
to provide indemnity. Designing the
ideal package of measures to suit
individual requirements demands pro-
fessional skill.

The Broker

In Hong Kong growing numbers of
public utilities, manufacturers, service
industries, professional firms and others
are benefitting financially from a co-
ordinated approach to loss avoidance
and risk reduction techniques com-
bined with a carefully planned in-
surance programme, aggressively nego-
tiated with reliable underwriters.

Only the truly professional insurance
broker offers this melange of risk
management skills and insurance-
buying muscle.

The Underwriter
Traditionally in Hong Kong most in-
surance has been purchased either

through the medium of Insurance
Agents (who sell only the products of
their underwriting Principals) or by
direct application to Underwriters,
Such media are unlikely to offer a
tailor-made mantle of insurance pro-
tection commensurate with the
buyer’s real needs. Off-the-shelf pro-
ducts often have a limited life-span
and usefulness.

The Client Profile

Apart from the germ of the business —
the spark of genius, the idea, the
invention — not normally insurable
against failure, an establishment com-
prises four major areas, all of which
are insurable:

Physical Assets — buildings, machinery
and plants, stocks, vehicles.

Earnings — from sales, commissions,
royalties.

Liabilities — under Contracts of Sale
and Employment, Contracts for Serv-
ices, under Legislation and at Com-
mon Law and for breach of profession-
al duty,

People — the workforce, including key

‘personnel difficult to replace.

Any of these could be the subject of
crippling loss — all can be protected
against a multitude of hazards.

On the spin of a wheel, or the turn
of a card, Lady Luck does not dis-
criminate between those who can,
and those who cannot, afford to
lose. Why gamble with risks which
can be controlled or insured?

The Role of Insurance

Insurance cannot guarantee the trading
success of a business, that sales of 2
new product will fulfil expectations of




that the forecast budget will be
achieved (the truly entrepreneurial
risks) but insurance can protect and
preserve much of what has been
achieved — the substance of the
organisation, even future earnings —
but only with professional planning.

The Enemy

Man, even Hong Kong man, has
limited ability to control the forces
of nature or indeed the baser instincts
of some of his fellows — arsonists,
embezzlers, thieves, kidnappers, the
politically and socially malevolent —
to identify but a few, Add the negli-
gent and careless factor, so prevalent
in our daily life, and the enemy
assumes alarming dimensions.

A few illustrations of what may befall:
Credit — suppliers or customers may
fail to meet their commitments.
Political Risk — assets overseas may be
confiscated, remittance of profits bar-
red, contracts frustrated.

Computer — programmes, data essen-
tial to business continuity or research
and development may be lost through
sudden and unforeseen damage. Addi-
tional costs may be incurred and even
loss of profits following substantial
damage or breakdown.

Embezzlement — the most apparently
trustworthy colleagues and staff are in
the best position to commit systema-
tic fraud, using fictitious payrolls,
Customer or supplier accounts.
Business Interruption — inability to
produce goods or supply services fol-
lowing fire or explosion, other perils,
elemental or man-made or breakdown
of machinery resulting in reduced turn-
over and lost customers.

Disability Death — loss of the sedvices

of inventors, or super-salesmen or
other key personnel.

Liabilities — to third parties for injury
or damage due to defective products,
faulty workmanship, negligent advice
or for breach of contract.

All the above are in addition to the
more obvious possibilities of loss or
damage to physical assets. There are
many more potential loss situations,

Loss Control

Management should have a policy
with regard to:

— Protection against Fire, Explosion
and other perils.

— Pollution.

— Avoidance of injury to people on
premises or on contract sites.

— Quality control of products with
emphasis on safety.

— Duplication of computer records
and off-site storage.

— Compliance with Statutory Regula-
tions.

— Improving motor vehicle accident
experience.

— Reliance on suppliers of raw ma-
terials or parts.

Take Cover —

Advice To The Manager

This article does not attempt to cover
the spectrum of risk, precaution and
protection but to provoke self-
examination of your own philosophy
towards the management of the
hazards which may threaten your
business. Is that attitude as business-
like as your trading activity? Financial
management of risk has become part
of the business discipline. A known
and budgetted cost built into the
pricing structure of goods or services,

even with a trouble-free history, is
preferable to sustaining a crippling
loss without insurance or adequate
insurance — the ‘saving’”’ of past
premiums is then illusory.

Hong Kong is a congested environ-
ment in which to operate and al-
though good housekeeping is a prin-
ciple in loss control and can influence
the pricing of insurance protection,
beware of your neighbour whose
carelessness and bad management may
involve you in a catastrophic fire or
other disaster. Redress may not be
available even when liability at law
has been established. Your neighbour
may be a man of straw.

Insurance made compulsory by
Statute leads perhaps to the idea that
other forms of cover are less im-
portant. The burden of Compulsory
Insurance is largely to ensure the
availability of funds to compensate
for personal injuries, disability or
death sustained in the working en-
vironment or elsewhere and is not
concerned with the preservation of
industry and commerce.

An Employee Benefit programme,
though not strictly an essential part
of the Risk Management scheme, may
nevertheless be regarded as an element
in  maintaining success — most
businesses benefit from a low staff
turnover rate and Employee Benefits
contribute to stability.

The enlightened businessman  will
aim at both promoting and protect-
ing his enterprise but he needs help —
professional help.

Bring in the Broker — the Dollarsaver
— it costs nothing and gives you a
more comfortable night,
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GSP

Chamber lobbies to save
what’s left of Hong Kong's
U.S. GSP privileges

Literally hundreds of Hong Kong
manufacturers and exporters, growing
increasingly apprehensive about what
they see as mounting United States
protectionist discrimination against
their exports to their major market,
have mounted their biggest Washing-
ton lobbying campaign in the history
of our free port’s external trade re-
lations.

In the past few weeks these business-
men, who depend largely for their
viability on sales to the United States,
have been flooding their American
contacts and counterparts with telex
messages asking them to lobby on
their behalf two key Congressmen.
Leading the lobbying campaign are the
Hong Kong General Chamber of Com-
merce, Hong Kong’s influential private
sector trade organisation, and the
Federation of Hong Kong Industries.
The General Chamber alone has fired
off circulars to 600 membrs asking
them to take concerted action.

The key members of the U.S. Con-
gress getting the Hong Kong “flak”
are Representative Sam M. Gibbons,
sitting in the congressional summer
recess in his office suite in Long-
worth House, Independence Avenue
and Senator John C. Danforth, whose
office suite is in Dirksen Office Build-
ing on Constitution Avenue.

Sam M. Gibbons is chairman of the
sub-committee on trade of the power-
ful United States Congress Ways and
Means Committee, that recommends
on new policies and legislation to
Congress. Senator Danforth is chair-
man of the sub-committee on inter-
national trade of the U.S. Senate
Finance Committee that is equally
politically influential.

Decisions taken by the two sub-
committees, chaired by these two
men, after hearings beginning this
month (September) on a new 10-year

U.S. Generalised Scheme of Preferen-
ces (GSP) for goods from developing
countries given duty-free status, are
vital to Hong Kong.

Hundreds of Hong Kong export items
are involved. Hong Kong is estimated
to have already lost over HK$2 billion

in trade with the U.S. from measures

already taken against it under present
U.S. GSP policies.

Businessmen fear they could lose even
more billions of dollars in potential
future trade if the new U.S. GSP, due
to be enacted by January 3, 1985, is
further toughened up to make it palat-
able to Congress which, following re-
cession, is reacting favourably to an
Administration fed up with what it
sees as discrimination against U.S.
trade and is in the mood to use re-
strictionist measures to force fair po-
licies on its trade partners.

Mechanism

The Generalised Scheme of Preferen-
ces is the enacted trade liberalisation
mechanism whereby developed nations
have agreed under the United Nations
Conference on Trade and Develop-
ment (U.N.C.T.A.D.) each unilaterally
to help developing countries with pri-
vileged "access to their markets. The
EEC, the United States, Japan and
even relatively small Australia have
all introduced GSP schemes of tariff
preference for the goods of developing
countries., The GSP schemes began to
be set up in 1971 and by the early
1980’s, a substantial proportion of
developing country exports qualified
for GSP treatment.

But, under the impact of recession in
world trade and high unemployment
figures, GSP is turning politically sour
in countries that have seen duty free
products from developing countries
disrupt established domestic product

markets. Both unions and employers
have been demanding greater protec-
tionist measures.

Responding to this political pressure,
the governments of developed nations
have followed a strategy of trying to
cut down on imports from successful
developing countries, like Hong Kong.
But they still retain trade access
privileges for imports from those
Third World countries that may be
unable to supply the developed mar-
kets as efficiently as, say, the East
Asian newly industrialising countries.
The EEC and the Americans have both
applied this strategy to Hong Kong in
their latest agreements restricting trade
in textiles and introducing additional
textile import restraint mechanisms. In
fact, Hong Kong has suffered more
than South Korea and Taiwan in the
latest agreements signed last year by
the U.S. basically because America has
a political interest in those countries’
future and they are thus able to flex
more- political muscle than Hong
Kong. .
The growing American trend towards
trade restriction is generally attributed
by analysts also in part to political pre-
parations in Washington for the 1984
Presidential election. Washington’s
attempts to please its textiles indus-
trialists delayed an ultimately more
liberal textiles agreement with China.
It ended up displeasing them but satis-
fying the wheat-grower vote. -

The more important overall reaction
has been an increase in public im-
patience with perceived unfair inter-
national trade practices and a height-
ened protectionist sentiment, though
the U.S. is actually pulling out of re-
cession.

This sentiment has come to a head
with U.S. trade representative, Bill
Brock’s recent initial presentation of
the Administration’s plans for renew-
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Putting power to work

High- and medium-voltage switchgear,
control equipment, motors and
pumps... Siemens, one of the world’s
leading electrical and electronic
engineering enterprises, plays an impor-
tant role in the distribution, control

and utilization of electric power which
turns the wheels of Hong Kong's
industry and commerce and ensures the
wellbeing of its citizens.

The Siemens offer includes planning,
manufacture, delivery, installation,

provision of spares and training of
customer’s personnel.

commissioning, maintenance and service,

In Hong Kong, the engineers and sales
consultants of the Siemens Division

of Jebsen & Co. Ltd. can be relied on to
supply solutions best suited to local
conditions.

For further information and advice,
please contact:

Jebsen & Co. Ltd.
Siemens Division

26/F, United Centre

95 Queensway, Hong Kong
Tel. No. 5-8233777

Jebsen has the know-how - and
power engineering equipment from Siemens




GSP

B

ing its GSP. He has proposed con-
tinuing the Administration’s discre-
tionary policy of cutting down on
privileges for places like Hong Kong
that have already been adversely af-
fected by these. And he has proposed
introducing a concept of reciprocity
in future tariff policy.

His plan- to enact a we’ll-give-you-a-
break-if-you-give-us-one has been re-
portedly met by cries from Congress-
men that what Bill Brock proposes
isn‘t nearly tough enough. This creates
something of a dilemma for Sam M,
Gibbons and John C. Danforth. What
have they got now to recommend to
keep American GSP alive and through
Congress by January 3, 1985?

The political mood naturally is alarm-
ing Hong Kong businessmen who rely
for their livelihood on exports to the
U.S. Hence, their unprecedented lob-
bying of -Messrs. Gibbons and Danfor-
th.

What Hong Kong fears, if the concept
of reciprocity is applied in the new
GSP legislation is that, compared
with South Korea and Taiwan, our
free port, with very few tariffs, won’t
have any bargaining power.

Tough

South Korea and Taiwan can slap
tariffs on American imports, as Taiwan
did against Japan, if things get too
tough. But what can Hong Kong do
without abandoning its whole free
market philosophy that is the basic
reason for its success?

South Korea has already begun
liberalising its tariffs on some items to
meet the new American mood.

All Hong Kong can do officially — and
has done in the past — is to take cases
of apparent or actual discrimination
against its exports to the GATT and
the U.N.C.T.A.D. However, the GSP
schemes provide a wide degree of dis-
cretion to the donor countries to
modify their rules and procedures.
GSP is a privilege and not a right
so discrimination can be applied with
little charice of early restriction. Hong
Kong has to rely on donor countries
applying reasonable and non dis-
criminatory rules.

Sometimes, appeals from Government
do have good results. When Japan in-
troduced her GSP scheme in 1971, she

applied restrictions on 96 products
categories from Hong Kong including
many items not even made in Hong
Kong. Continual representations by
the Hong Kong authorities have
gradually whittled down this long
list to a mere three categories in 1983
although two of these represent
significant export potential for Hong
Kong.

When U.S. GSP began in 1976 Hong
Kong enjoyed duty-free entry for a
lot of its products, excluding textiles,
along with many other beneficiaries,
most notably South Korea, Taiwan,
Singapore, Mexico and Brazil.

But even then the U.S. GSP included a
provision that if any beneficiary’s ex-
ports in any one category exceeded
50% of the total imports of that cate-
gory, then that beneficiary would lose
its GSP privilege in that item. This
provision has been applied stringently
against Hong Kong, penalising its most
successful sales in the United States.

‘Of course, as the provision was applied

to Hong Kong its exports one after
another of specific categories fell.
But the provision was not then relaxed
against Hong Kong. Instead, Hong
Kong found that what the' Americans
call, ““redesignation’’, was an. exclusive
prerogative of the President and in no
instance has Ronald Reagan restored
GSP privileges to Hong Kong.

Now Bill Brock is proposing the 50%
cut-off be toughened to 25%.

That is not all. In 1981 the Americans

imposed what they call a discretionary .

“graduation”” policy of eliminating the
most successful exporters, like Hong
Kong, from GSP privileges, item by
item.

The result by 1982 of the two Ameri-
can measures was that only 18.2%
instead of a possible 44.5% of all Hong
Kong exports actually enjoyed GSP
privilege. The greater part of Hong
Kong exports were thus excluded.
These cuts amounted to more than
the measures taken against all other
GSP beneficiaries put together., And
60% of the products the Americans
eliminated declined in sales to the U.S.
and in most cases by more than' 10%.
The loss in Hong Kong trade is estima-
ted by some analysts from these mea-
sures to exceed HK$2 billion annually.
Now, Bill Brock in his proposals for a
new GSP says the Administration will

aim to continue discretionary cutting
down on Hong Kong, South Korea,
Taiwan, Singapore, Mexico and Brazil.
And he plans also to do reciprocal
tariff trade-offs with these countries
to improve American sales in their
own domestic markets.

Obviously, Hong Kong is not going to
be included in such bargaining because
Hong Kong hasn’t got any tariffs to
bargain with. The U.S. is free to sell
whatever it likes in Hong Kong. The
deals thus appear much more likely to
be made with South Korea and Taiwan
and perhaps the Latin American
countries.

The Hong Kong Department of Trade
has been alive to the importance of a
renewed American GSP for some time.
Last April it then made representa-
tions to the State Department through
the British Embassy in Washington,
pointing out the Hong Kong exclu-
sions from the current GSP were de-
feating the object of trade liberalisa-
tion.

All the exclusions did, it said, was to
allow developed countries to again
monopolise. the U.S. market. The
Department asked for appropriate
revisions in the new GSP,

Too Advanced

John Chan, deputy director of Trade,
explains the official Hong Kong argu-
ment in a recent speech. He says:

““Those who have advocated the total
exclusion of Hong Kong argue: first,
that Hong Kong is already too advanced
and too competitive to receive GSP
treatment; and secondly, that the
benefits of the GSP should go much

“more to the less developed benefi-

ciaries.

“These arguments do not stand up to
critical examination. Though Hong
Kong is relatively more advanced than
many others in the developing camp, it
is nevertheless still a developing ter-
ritory by all the internationally ac-
cepted measures of economic develop-
ment.

“For example, Hong Kong's per-capita
Gross Domestic Product is only about
half that of Japan and little more than
one-third of that of the USA. There is
still a great deal to be done before the
standard of living of the Hong Kong
{continued on page 39)
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The Hong Kong General Chamber of Commerce

Mr. Burton Levin
Consul-General

The American Consulate General
26 Garden Road

Hong Kong

Dear Mr. Levin,
US — Generalised System of Preferences

Since 1976, Hong Kong in common with other developing territories, has benifitted from the US GSP. The scheme has
provided Hong Kong with an impetus to expand exports in a number of products where it can compete successfully,
with the aid of the GSP tariff rate, in the US market. It has also helped Hong Kong to diversify away from such res-
trained products as textiles and garments that are considered import sensitive and under severe quota restriction by the
United States. The importance of the GSP scheme to Hong Kong is well reflected by the fact that the value of Hong
Kong's trade in GSP products has risen from 35.7% of total US imports from Hong Kong in 1976 to 44.6% in 1982.

Of great concern to Hong Kong is the fact that, beginning with the 1981 GSP scheme, the application of discretionary
graduation by the US Government has caused Hong Kong to lose successively many of its GSP privileges thus seriously
reducing its future trade prospects. While it is appreciated that the graduation policy applies also to other beneficiaries,
Hong Kong was undoubtedly among the hardest hit among the seven major beneficiaries (Hong Kong, Taiwan, S. Korea,
Mexico, Brazil, Singapore & Israel) by cutbacks in GSP tariff benefits.

The continuing erosion of duty free GSP treatment for products from Hong Kong and the refusal of the US Govern-
ment to effect re-designation in cases where, following loss of GSP entry, an observable, measurable and damaging
reduction in trade in the items concerned has occurred, has created a great deal of alarm in Hong Kong trading circles.
The overall result has been a significant proportionate of loss of Hong Kong's share of the total US import market in
GSP products. In 1982 Hong Kong had a far larger percentage of its trade denied duty-free GSP treatment than either
the other major beneficiaries as a group or all eligible beneficiaries in total.

The Hong Kong General Chamber of Commerce is concerned that despite the already large amount of Hong Kong trade
annually excluded from duty-free GSP treatment, pressures remain in the US to place even greater restraints on Hong
Kong'’s eligibility. The Chamber is aware that discussions are being held in the US to extend the GSP scheme for a
further 10 years when the present scheme expires in January 1985, As a private-sector organisation representing the
business community in Hong Kong, the Chamber would like to register its opposition to any revision which would
automatically further restrict Hong Kong’s eligibility in the renewed US GSP programme. While the Chamber recognizes
the US Government’s wish to ensure that preferential treatment is accorded fairly only to products from developing
nations that need such treatment to sell successfully in the US market as well as the principle underlying the intention
to redistribute GSP benefits to less advanced beneficiaries, it must be pointed out that much of the Hong Kong export
trade to the US presently excluded from GSP benefits is demonstrably uncompetitive in the US import market.

Indeed, roughly three fifths of the products denied eligibility in 1982 subsequently recorded declines in market share.
In addition, the exclusion of Hong Kong from further eligibility will, as shown from past record, provide few additional
benefits to the less developed beneficiaries. Instead, the greatest benefit resulting from Hong Kong's loss of eligibility
has invariably gone to non-eligible developed countries. That is clearly not the intention of the US authorities.

The Chamber is equally concerned at the possible inclusion in the renewed scheme of a “‘reciprocity’’ concept which
might prompt the US Administration to seek from advanced beneficiaries a reduction of tariff or other barriers against
US goods and services as a condition for granting US GSP benefits. As Hong Kong already has an open economy with
no tariffs and virtually no other restraints on the access of US goods and services, Hong Kong would not be able to offer
concessions and would therefore be at a disadvantage in any such bilateral bargaining process. The Chamber regards it as
of crucial importance that if reciprocal market access were to be established as one of the prior conditions for the grant-
ing of GSP, Hong Kong's unique position as a free port should be given due recognition and that fair and equitable
treatment in respect of eligibility be accorded to Hong Kong.

In conclusion, it must be pointed out that at its present stage of development, Hong Kong can ill afford any further
erosion in the access of its goods to duty free GSP treatment. As Hong Kong’s premier business organisation, we are
keen to see the entire GSP programme extended for at least another ten years by the US Government on an objective
and non-discriminatory basis believing that this will facilitate growth in trade across the entire spectrum of developing
countries. We are however greatly concerned that in this process Hong Kong, as a developing territory and a strong
supportive friend of the United States, shall not lose the advantages for exports of our domestically made goods in-
herent in the US GSP scheme.

| should be grateful if you would make our views known to the appropriate US Government Departments and if possi-
ble to relevant Congressional Committees,

Yours sincerely, e

C. (g2 ,
W5

J.D. McGregorb
Director -
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COMPUTER ONLINE. SEND CABLES ONLY®
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CONGRESSMAN SAM G1IBBONS

CHA IRMAN

SUB-COMMITTEE ON TRADE OF THE CONGRESSIONAL
WAYS AND MEANS COMMITTEE

SUITE 1102 LONGWORTH HOUSE OFFICE BLDG
INDEPENDENCE AVENUE

WASHINGTON DC 20515

Usa
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THE HONG KONG GENERAL CHAMBER OF COMMERCE IS THE OLDEST

TRADE AND INDUSTRIAL ORGANISATION IN HK WITH 3,000 ACTIVE
MEMBERS AND 6,000 ADDITIONAL COMPANIES USING OUR SERVICES.

WE CAN THEREFORE SPEAK WITH AUTHORITY FOR A LARGE SEGMENT

OF HK’S TRADING AND INDUSTRIAL COMMUNITY. WE ARE CABLING

YOU TO EXPRESS OUR SERIOUS CONCERN REGARDING THE POSSIBLE
EXCLUSION OF HK FROM THE US GSP SCHEME FROM 1985 IF US
GOVERNMENT ACCEPTS PROPOSALS TO ELIMINATE GOODS OF COUNTRIES
WHICH DO NOT OFFER US GOODS RECIPROCAL ACCESS TO THEIR
MARKETS. HK IS A FREE PORT OF GREAT VALUE TO US EXPORTERS

AS CAN BE SHOWN FROM CURRENT TRADE FIGURES. US GOODS

ARE WELCOMED WITHOUT BIAS OR RESTRICTION AND ARE SOLD HERE ON
BASIS OF HIGH QUALITY, US BUSINESSMEN ARE COMPLETELY AT HOME
IN HK AND ENJOY EXACTLY SIMILAR STATUS TO THAT OF LOCALS,
HOWEVER WE HAVE NO SPECIFIC RECIPROCITY TO OFFER FOR GSP
PRIVILEGES AS WE ARE A FREE PORT.
GSP PRIVILEGES AND WE SEEK YOUR COMMITTEE’S UNDERSTANDING AND

SUPPORT,

WE HAVE STRONGLY ENCOURAGED OUR MEMBER COMPANIES TO WRITE OR
CABLE TO YOU WITH THIS MESSAGE AND WE SHALL BE HAPPY TO
PROVIDE FURTHER INFORMATION IF REQUIRED.

J D MCGREGOR
DMRECTOR

HK GENERAL CHAMBER OF COMMERCE
+++
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Introducing the top three
. word processorsin Hong Kong

Naturally we’re not going to tell you who the other two
are. However, we will say that the new Philips 5020 is
one of the three most popular in Hong Kong.

And for some very good reasons too. Like the unique
Spelling Check programme, its basic data processing
function and its ultra-compact size. Features which have
now placed it in the top three systems available. That’s
because at Philips, we mean business.

T AN o For more information, or to arrange a demonstration

please call Philips now on 2/8{3298




GSP

population as a whole can come any-
where near that in the developed
countries.

“And, of course, when it comes to
textiles restrictions under the Multi-
Fibre Arrangement, no-one has ever
cared to suggest that Hong Kong
should be treated like a developed
territory and be allowed to export
without any limits!

“Is Hong Kong too competitive to
receive GSP treatment? In some
cases, maybe; but where we are
truly competitive the existing rules of
the GSP already result in our exclu-
sion. But someone who is good at ten-
nis is not necessarily good at badmin-
ton or soccer.

“There is ample evidence that, in
many products (including some for
which it is currently excluded from
the US GSP), Hong Kong just cannot
compete in the US market without
the help of the GSP. Indeed, in two-
thirds of the cases which have occur-
red to date, Hong Kong has been un-
able to maintain its share of the US
market after being denied duty-free
treatment.

“And has the market share which we
have lost gone to the less developed
beneficiaries? Hardly ever. Those who
have benefitted from Hong Kong's ex-
clusion are either the other major
beneficiaries or, more often than not,
the developed countries.

“There have been other, less extreme
suggestions that there should be some
differentiation between beneficiaries.
For example, beneficiaries might be
divided into 3 groups: the advanced;
the middle-of-the-road; and the least
developed. The advanced beneficiaries
might have lower competitive need
limits which, however, might be
negotiated upwards if a beneficiary
is prepared to remove its own barriers
to imports from the US.

“These suggestions are open to the
same objections as those for the total
exclusion of the major beneficiaries.
They are basically contrary to the
decision of the CONTRACTING
PARTIES to the General Agreement
on Tariffs and Trade that generalised
systems of preference should be
‘ generalised, non-reciprocal and non-
discriminatory ’.

“And from Hong Kong’s particular
point of view, the proposed three-

tier system will probably punish the
good boys and reward the naughty
ones. By steadfastly adhering to a
free-trade philosophy and not main-
taining any barriers to trade, Hong
Kong has nothing to offer the US in
exchange for upward adjustments of
competitive need limits.

“Finally”, John Chan says, “putting
the whole thing in its proper perspec-
tive, let it not be overlooked that, of
total US imports of the 3,000 cate-
gories of products included in the
GSP, the developed countries still
account for over 70%. In other words,
even with the help of the GSP, the
developing countries and territories
as a group have secured less than a
30% share of total imports. And
duty-free imports from Hong Kong
represents no more than 1.3% of total
US imports of GSP-eligible products
from the world in 1982.

’Can anyone reasonably conclude that
Hong Kong should not continue to
be granted GSP treatment by the US
Government, at least to the same ex-
tent as at present?”’ he asks.

Bargaining

The idea of bargaining reciprocal
tariffs didn't arise until later this year.
But Hong Kong ‘“got wind’ that it
might be written into the new GSP
mainly by deduction. The Americans
have been using the concept in settling
trade  disputes with  developed
countries, including the EEC.

This at once galvanised Hong Kong
trade organisations, like the General
Chamber of Commerce, into immedi-
ate action. They sent representations
to. Washington asking for fair treat-

ment as a friendly ally and trading
partner through Burt Levin, the
American Consul General in Hong

Kong even before Bill Brock made
his initial presentation of the Ad-
ministration’s ideas for a new GSP.
Since Bill Brock’s proposals were given
the ‘““thumbs down” by many Con-
gressmen who don‘t think they are
tough enough, these two Hong Kong
private sector organisations have acted
a second time asking their members
to get their contacts in the United
States to lobby on their behalf.

The gravity of the situation for Hong
Kong is clear. The reciprocity of tariffs

concept as well as a lower cut-off
would appear to conform with the ob-
jectives of the International Trade and
Investment Bill being considered by
the House of Representatives. The Bill
has already been passed by the Senate,
following the rejection of American
initiatives to reduce trade barriers at
last November’s ministerial meeting of
the GATT.

One commentator describes the Bill
as speakly softly, carrying a big stick
and challenging the sanctum of domes-
tic policy-making in every country. He
expects the bill to become law,

It would give Bill Brock a more ef-
fective weapon to embark on aggres-
sive U.S. trade policies. It would ap-
point the U.S. Government as the
world’s policeman on free trade, but
free trade defined by American
criteria, not by internationally agreed
norms,

Bill Brock is said to have a good chan-
ce of being empowered to investigate
barriers to U.S. exports in foreign
countries and take retaliatory action,
In other words, search and destroy
missions.

This again reflects Washington’s under-
lying impatience with the attitudes of
other nations to world trade. It packs
a punch at a time when the American
protectionist mood is getting aggres-
sive and signals protectionism could
be in the punch.

The question is whether innocent
free-port Hong Kong really deserves
to have to reel under that sort of
punch so that the Americans can un-
fairly ‘make their fair trade point
with the rest of the developed world.
Aren’t they preparing to -cast their net
too wide and perhaps catch the wrong
fish? O
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There is only one
Marco Polo
Business Class.
And now it’s on
every flight.

‘L where the merchant traveller is treated

[‘k * ' 1
IRe a prince Marco Polo

TG Real Business Class. Not cosmetic economy
class. And now it’s available on all
Cathay Pacific 747 and Super TriStar flights

worldwide.

For this sort of comfort, Marco Polo had to
wait until he reached his destination. But you,
the merchant traveller of today, can now fly real
Business Class more often to more cities in
| greater comfort than ever before.

' Comfort and convenience. It’s a combi-

nation of which Marco Polo himself would have

approved.
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Top Performer.

RICOH

FACSIMILE

Also available, the
Ricoh FX6350 for businesses with
high volume facsimile needs.

Just because you need a desk top facsimile terminal it doesn't

_~ The new Ricoh FX3300 for example has most of the important
features of the big machines in a much smaller size and for a
much smaller price!

This top performer sits on your desk top and connects you to
the world. Think of it as a copier that sends and receives through
your telephone.

It reaches across the street or across the world in seconds with
sharpness and clarity. You can send figures, graphs, tables,
blueprints and designs.

The Ricoh FX3300 also has the capability of communicating
with other facsimiles in both CCITT Group 2 and Group 3 mode.

If you need a top performer in your organisation, make sure
you see the Ricoh FX3300.

Call 5-8930022 to arrange a demonstration. We'll show you
how it can meet all of your requirements, and more.

AT TR _
Gilman Office Machines

Better for your business

5th Floor, Elizabeth House, 250 Gloucester Road. Causeway Bay. Hong Kong 5-8930022

Ricoh Facsimile is also marketed under the name of Rapicom in the Americas, and Kalle Infotec in Europe.

And because it transmits at high speed it saves time and money.
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GSP

John Danforth
wants reciprocity

legislation

Senator John C. Danforth, one of the
two targets of the Hong Kong private
sector lobbying campaign for a more
liberal new U.S. GSP, is the author of
the International Trade and Investment
Bill now before the American Congress.
He discusses the Bill, described as
speaking softly, carrying a big stick
and challenging other countries’ policy-
making, in an article in the current
issue of the American quarterly, Eco-
nomic Impact.

Economic Impact is published by the
U.S. Information Agency but its con-
tents represent the views of its au-
thors, not Washington officially. John
C. Danforth’s article is headed: The
Need for Reciprocity Legislation.
Senator Danforth, a lawyer who has
been a Senator since 1976, argues that
it is time for the U.S. to embark on a
comprehensive effort to assure fair
treatment for American exports in
foreign markets and he says his Bill is
designed to do that.

He explains the U.S. balance of trade
didn't go into deficit until 1971 but
by last year the deficit had risen to
US$42 billion.

He says the annual deficits themselves
are not the problem but rather the in-
equitable access America has with its
trading partners that outweighs market
forces of comparative advantage and
exchange rates.

Senator Danforth complains about
Japan, Canada and the E.E.C. Then he
goes on to say that the problems
America faces with market access a-
broad are equally, if not more, severe
in cases of developing countries that
have enjoyed most favoured nation
status for 30 years, in addition to ac-
cess privileges worked out under the
General Agreement of Tariffs and

Trade (GATT) and the United Nations
Conference on Trade and Develop-
ment (U.N.C.T.A.D.).

He says of particular concern are bar-
riers to trade and investment maintain-
ed by the newly industrialising coun-
tries. He mentions Mexico, South Korea
and Brazil. He doesn’t include Hong
Kong.

Senator Danforth goes on to say that
the GATT, however essential in re-
gulating and encouraging develop-
ment of world trade is not suffi-
cient to provide the basis of truly free
international trade. His bill, under con-
sideration by Congress, is designed to
set the course for American trade policy
that will accomplish American market
access objectives, The U.S. must be
prepared to force the issue.

Enforcement

Taken as a whole, Senator Danforth
says his Bill is designed to increase
American . exports and export-related
jobs through stronger enforcement and
expansion of domestic and interna-
tional rules dealing with foreign unfair
trade practices.

It is intended to move the U.S. beyond
the largely rhetorical approach that
currently characterises American ef-
forts to achieve greater market access
abroad into a straightforward mech-
anism for sorting through and dealing
with these foreign actions.

He doesn’t say what impact his Bill
would have on free port Hong Kong if
it becomes law. Nor, where it might
leave Hong Kong if reciprocal deals
were worked out with Hong Kong's
competitors that gave them GSP tariff
privileges denied to Hong Kong.

In another article in the same issue of

Economic Impact, the international
economist, Dr. William R. Cline, dis-
agrees with Senator Danforth. In a
rigorous analysis Dr. Cline, senior
fellow at the Institute for Interna-
tional Economics, says he believes any
attempt to enforce reciprocity by re-
taliation would bring on a serious risk
of counter-retaliation.

He calls' for fair trade regulation
through international negotiations.
John Hein, director of international
economic research at another American
research organisation called, Conference
Board, also writes in Economic Impact
on the origins of what he calls the New
Protectionism — increasing signs of
interference by sovereign governments
in international trade,

He quotes the National Institute of
Economic and Social Research in Lon-
don as having calculated that in 1980
about 48% of total world trade was
affected by protectionist devices in
one way or another and had thus be-
come what is now described as
““managed trade’’. He goes on to blame
the overvalued U.S. doliar and the un-
dervalued yen for the big imbalance in
trade between America and Japan.

He says the new protectionism reflects
a dwindling of traditional forms of
protection (tariffs, quotas) and with it
a dilution of the already weak frame-
work of the GATT. He finds a per-
ceptible shift in policymakers’ atti-
tudes toward trade and a growing re-
course by major industrial countries
to so-called industrial policies, includ-
ing voluntary restraint agreements that
bypass GATT rules and the principles
of liberal trade enshrined in the pro-
visions of the GATT. d
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If you want to improve efficiency and

save on the cost of providing hot
drinks for your staff, call the Jackel
Porter hot line.

We'll tell you all about Café-Bar,
the advanced hot drink dispenser.
It’s quick, clean and very
economical. The Café-Bar

makes a hot drink in about

10 seconds. Saves everybody

a lot of time and keeps the ’-DE~0

staff happy.

Jackel Porter supplies § %*
top quality Nestle (@]

ingredients including % 6

Nescafe, Nestea, Kre- 0
matop and Milo.
Delivered within 24

hours, you pay eCONOMical Sy s

catering prices.

The Caté-Bar dispenses
measured quantities so there’s
no waste, no mess. And with
dlsposable cups, there’s no washing
up either.

The Café-Bar also has a full one
year warranty.

Call 5-745353 and improve hot
drinks efficiency.

JACKEL PORTER CO. LTD.
Sole agent for Café-Bar and
an authorised distributor

for Nestié ingredients.

Coffee
ADD WATER LAST
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Personality Profile

Ray goes home a second time

Raymond C.A. Purl, the tall, always
impeccably tailored and well-manner-
ed American with elegant gray hair
and a manly, rather sun-tanned, smile
has gone from Hong Kong where he
was a familiar figure in the internation-
al commercial community.

Ray served for three years and seven
months as executive director of the
American Chamber of Commerce in
Hong Kong. Now, with his wife Mar-
shie, he has gone to retire for the
second time back to their spectacular
home, high on the side of the Rocky
Mountains, near Colorado Springs.
There, Ray and Marshie will be close
to their two accomplished daughters,
who both live in Los Angeles.

Mara is a writer (four years with the
London Financial Times New York
office) a popular song composer and
an actress.

Linda is a well-known TV star, often
seen on Hong Kong television screens
(“Like Normal People”, “The Amaz-
ing Nellie Blye', ““The Flame is
Love”).Linda is now in Europe com-
pleting filming a 7-hour TV mini-
series, called ‘“The Last Days of Pom-
peii”’.

Ray also has his own place in New
York and another in Hawaii. And
besides moving around a little he
says he expects to continue to do
some work for the Chambers of
Commerce in his home country. He
adds: ‘I stand ready to represent
the Hong Kong Amcham from time
to time should the need arise.”

During his years as executive director
of AmCham, Ray Purl worked in
friendship and cooperation with the
Hong Kong General Chamber of
Commerce, establishing an agreeable

and efficient coordination, based on
mutual respect, that has worked to the
advantage of both organisations and
their members.

He said before leaving Hong Kong he
would miss the pace and friendship
of the place. He first came to Hong
Kong, on a visit from Japan, in 1964,
and he made many subsequent visits
with his wife, who first visited Hong
Kong in 1948.

“My wife and | have always felt an
attachment to Hong Kong. And the
experience | have had in Amcham has
deepened that attachment,” he said
before departure., Ray and Marshie
are taking a leisurely way home, with
a week in China, then back to Hong
Kong for a couple of days before
flying to Greece, France and England.

“In my time here | think we have pro-
moted the American presence. | think
we have made it more visible with the
employment in AmCham of a full time
public relations officer.

Services

“We have also extended our services to
members. We have undertaken an ex-
tensive briefing programme on Hong
Kong for Americans and we have 18
standing committees whose work helps
our members,

“We pay a lot of attention to the laws
passed and administrative procedures
established in Washington that affect
business in Hong Kong. We go back to
Washington, lobbying on such things
as export controls and U.S. policies
that often hamper American business-
men unnecessarily, though we do
understand there is a need for national
security and for safeguarding U.S.
technology.”

Ray Purl says he understands Hong
Kong’s concern about possibly chang-
ing U.S. GSP policies and AmCham
has tried to ensure a sympathetic hear-
ing for Hong Kong by the Congres-
sional committees concerned.
Similarly, on textiles, AmCham tries
to ensure that the Hong Kong case is
well-presented and key péople in the
U.S. know the whole story.

“American businessmen advocate and
wish Hong Kong will continue as a

pillar of free trade in the world,”” Ray
Purl says. | think there is a good
chance it will do so because it seems
to be to everybody’s advantage.

“But that is a matter for the British
and the Chinese to decide, not the
Americans. Still, we Americans do
have a lot of investment in industry
and the services here. That investment
is at least US$3 billion; in manufactur-
ing, our investment is much larger than
that of any other country, including
Britain.

“We just hope it will be able to con-
tinue in a free market atmosphere so
we can go forward with our business.
American investment is still coming in.
How much is hard to quantify but we
do know of some examples. Some
people say it is a good time to invest,
Anyhow Americans are still coming
into Hong Kong to work and live,"”
Ray Purl is an engineer by profession
but he says he grew up in the theatre.
My parents were actors and directors
and | trooped with them as a child.
But when the great depression came
along they decided | should have the
greater economic security of an
engineer. My interest in the theatre
however has always remained.’’

Ray Purl studied and got his en-
gineering degree at the Unijversity
of lllinois. He then went to work
for Union Carbide Corporation. Early
in 1941 Ray joined the Army as a
Reserve Lieutenant and worked in
tanks in the U.S. Armoured Force. He
stayed there a couple of years. But as
World War |l progressed he applied for
civil affairs training for Allied occupa-
tion duty in the Pacific.

| was sent to various universities and
studied all about Japan. | went to
Manila about the time they dropped
the A-bombs and wound up in Japan
in September 1945 on the staff of
General Douglas MacArthur's Allied
occupational force.”

"l became the czar of the Japanese
chemical industry during the occupa-
tion. | stayed three years until 1948,
Some might say we did too good a job
with that now important Japanese
industry. But at that time our job was
to produce fertilisers so we could save
on Japan'’s food bills,”’ )
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Ray Purl, after he left General Mac-
Arthur’s staff in 1948, went to Yale |
University’s Fine Artts School and got '
his degree in drama. He says he’s been
too busy in Hong Kong to become
involved in local amateur theatricals.
But he talks enthusiastically about
his participation in Japan where he
was president of the Tokyo Inter-
national Players,

‘“We did everything from Chekhov to
Shakespeare. From Neil Simon to
Tennesse Williams (I knew him per-
sonally). We have a broad acquaintance
among theatre people in the U.S. and
England. (The distinguished British
actor, Donald Sinden, is one of our
friends”).

Ray Purl went to work in 1951 in the
U.S. Department of Commerce. He
stayed a year and the administrative
experience he got there and in the U.S,
Army, both helped him in his job in
AmCham,

In 1952 he re-joined Union Carbide
and worked with that firm in Europe
and South America before going
back to Japan in 1960. "l stayed for-
ever, through 1977 — 17 years,” he
says nostalgically.

“1 went there to build a petro-chemi-
cal plant and after it was built | stayed
on as executive vice president of a
50-50 joint venture between Union

A CrOSS pen Carbide and Japanese interests. It

1 d 1 b was very successful, and they were
imulati .M ife, Mar-

could say a lot about ey simalafvg ear: W sl
h d i

your company. e PO

“Our two girls spent their most

|l Some of the.: world’s most And as the embl.em is formative years in Japan. They grew
' famous compames.choos_,e doubl.e-pegged and riveted to up in Japan. Both speak Japanese and
Cross — the pen with a life-  the clip of the pen, you can like the place. They go back from time

time mechanical guarantee. be sure they’ll never part tor tlins. and so 6 WE

And little wonder. company. " ! ) .

For invariably when you Over the years Cross pens .Japan has a strong, consistent, cohe-
give a Cross pen to someone, have become synonymous sive culture. The people are extremely
it becomes his companion with excellence. Don’t you dedicated and- hardworking in any-
for life. Your company think that’s the kind of thing thing they undertake. Cultural dif-
symbol can be reproduced you should be saying about ferences sometimes create business
in either die-struck, allmetal  your company? problems but by and large the Japan-
or with enamels or by the ® ese are a productive people and |
silk-screen process. All RO S certainly found the years | spent there
emblems are covered by the both stimulating and rewarding.”
Cross guarantee. SINCE 1848 In 1977 Ray Purl and his wife retired

_________________ to their home in Colorado Springs.
I think Cross could say a lot for my company. —l “l seemed to be forever building

stone walls,” he says. “Then one
day | had a visit from a mutual Ameri-
can business friend who happened to
be a member of the Hong Kong Ameri-
can Chamber of Commerce. He said
AmCham needed an executive direc-
tor. Why didn’t | apply?

“| did. | got the job and | have enjoy-
ed it,” says Ray Purl. O

[J Please send a salesman.
] A catalogue giving further details.
(tick preference).

NAME
ADDRESS

TEL.

Send to: Malko General Agencies, P.O. Box 95527, T.S.T., Kowloon,
Hong Kong or phone 3-640326. Telex: 44476

MGA-010DDB3
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New members

Forty-three members joined the
Chamber in August and September :-
Adfield Ltd. ’

Aldo Trading Co.

Amoco Chemicals Hong Kong Ltd.
Ancon International

Apexon Electronics Ltd.

Best Lion Co. Ltd.

Bina Industries Ltd.

Blue Cross (Asia-Pacific) Insurance Ltd,

Bottin Trading Co. Ltd.

Cheung Fat Leather Ware Mfy,

Chi Yick Co.

China Consultants International (HK)
Ltd.

Coleman Engineering Co. (HK) Ltd.

Commodore Electronics Ltd.

Corona Expotronic (HK) Ltd.

EDP Resources Co. Ltd.

Eric Enterprises Co.

Everrich Jewellery Ltd.

General Standard Ltd.

Gokal International Ltd.

Government of Ontario, Canada
(HK Office)

Grand Jewellery Co. Ltd.

Haden International (HK) Ltd.

Hikent Ltd.

Hong Kong Product Promotion Co.
Ltd.

Jadason Enterprises Ltd.

Jeet Enterprises

Land and Marine Hong Kong Ltd.

Lau’s Trading Co.

MGM Industries & Co.

Meco Engineering Ltd.

National Bank of Detroit

Pentrose Co. Ltd.

Rocky Seven Co. Ltd.

S.C. Johnson Ltd.

Shing Hing Gems Co.

Super View Metal Manufactory

Switching Power System Ltd.

Telefilm Ltd.

Theo. Kay & Co. Ltd.

Tung Shing Development Ltd.

Universal Manufacturing Co.

Wonderful Electronic Watch Ltd.

I

T LAY
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=/ | G
Chamber Director, Mr. Jimmy McGregor, on August 24 briefs 30 graduates and
under-graduates of the University of Kagoshima on Hong Kong-China trade relations.
The group toured Southeast Asia.

Chamber Assistant Director, Mr. Harry Garlick, and Mr. W.S. Chan, head of the Chamber’s
Certification Branch, brief new Chamber members at one of the regular Meet-the-Chamber
meetings on September 2,

Chamber Director, Mr. Jimmy McGregor, presents a token gift to Councillor Maurice P.
Tracy, chairman of the Hong Kong Working Party from the West Midlands County
Council and the Birmingham City Council. The six-member party visited Hong Kong

in early September in connection with the Hong Kong Festival which Birmingham and
the West Midlands propose holding in Hong Kong between October 19 and November 10
next year.
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rade in Progress—_____________

Hong Kong Overall Merchandise Trade (HK$M)

Jan.-June 1983 Jan.-June 1982 % Change
Imports 76,076 68,716 +11
Domestic Exports 43,160 37,827 +14
Re-Exports 23,975 21,417 +12
Total Exports 67,136 59,243 +13
Total Trade 143,212 127,961 +12
Balance of Trade -8,940 -9,474 -6
Visible Gap as % of Total Trade 11.75 13.78
Imports : Major Suppliers (HK$M)
Jan.-June 1983 Jan.-June 1982
China 17,776 15,307
Japan 17,519 15,249
USA 8,732 7,243
Taiwan 5,320 5,131
Singapore 4,423 5,078
UK 3,551 3,289
South Korea 2,114 2,306
Fed. Rep. of Germany 1,989 1,656
Switzerland 1,454 1,312
Australia 1,167 1,180
Imports : Major Groups (HK$M)
Jan.-June 1983 Jan.-June 1982
Raw materials 31,865 28,142
Consumer goods 20,487 18,191
Capital goods 9,964 © 9,396
Foodstuffs 8,740 7,708
Fuels 5,033 5,281
Domestic Exports : Major Markets (HK$M)
Jan.-June 1983 Jan.-June 1982
USA 17,465 13,966
UK 3,469 3,180
Fed. Rep. of Germany 3,302 3,075
China 2,497 1,819
Japan 1,590 1,360
Canada 1,512 1,134
Australia 1,086 1,304
Singapore 988 906
Netherlands 867 762
Switzerland 746 675
Domestic Exports : Major Products (HK$M)
Jan.-June 1983 Jan.-June 1982
Clothing 14,276 13,049
b Toys, dolls and games 3,454 3,943
g Textiles 3,021 2,402
‘ Watches 2,604 2,281
Radios 1,477 1,621
Electronic components for computer 1,249 702
Electric fans 710 666
Hairdryers, curlers and curling tong heaters 557 423
Handbags 362 547
Footwear 340 401
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Re-exports : Major Markets (HK$M)

Jan.-June 1983 Jan,.-June 1982
China 4,301 4,119
USA 3,342 2,613
Indonesia 2,036 2,194
Singapore 2,005 1,637
Taiwan 1,432 1,275
Japan 1,309 1,280
South Korea 1,137 804
Macau 878 734
Philippines 744 712
Saudi Arabia 646 398
Re-exports : Major Products (HK$M)
Jan.-June 1983 Jan.-June 1982
Textiles 3,280 3,478
Chemicals and related products 2,202 . 1,940
Articles of apparel and clothing accessories 1,937 1,318
Electrical machinery, apparatus and appliances and electrical parts 1,934 1,627
Photographic apparatus, equipment and supplies and
optical goods, watches and clocks 1,848 1,482
Crude materials, inedible except fuels 1,668 1,466
Food 1,534 1,284
Non-metallic mineral manufactures 1,158 1,239
Values and volume - monthly progress (HK$M)
Imports Domestic Exports Re-exports Totai Trade
$mM Quantum Index $™M Quantum Index $M Quantum Index $M
\ (1981:100) (1981:100) (1981:100)
1980 111,651 20 68,171 92 30,072 78 209,894
1981 138,375 100 80,423 100 41,739 100 260,537
1982 142,893 98 83,032 97 44,353 97 270,278
Monthly Average
1982 11,908 6,919 3,696 22,523
Jan. 1983 11,637 91 6,439 20 3,718 95 21,694
Feb. 10,166 79 5,569 76 3,435 87 19,170
Mar. 12,440 97 6,620 91 3,999 101 23,059
Apr. 13,533 104 7,612 103 4,171 103 25,316
May 13,933 106 8,003 107 4,285 103 26,194
June 14,481 8,920 4,389 27,790

Area Comparison (HK$M)

Iimports Domestic Exports Re-exports
Jan.-June 1983 Jan.-June 1983 Jan.-June 1983
Asia (excluding China) 34,138 5,180 11,243
China 17,519 2,497 4,301
West Europe 11,228 11,360 1,619
(EEC 9,124 9,320 1,265)
North America 9,278 18,986 3,597
Australia 1,167 1,086 357
Africa 667 1,061 894
Middle East 617 1,764 1,485
Latin America 512 594 281
Rest of World 950 632 198
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It pays to train your own engineers,
join the Engineering Graduate Training Scheme

HE1 Tk L FE il

The Vocational Training Council (VTC) is inviting
employers in the following fields to participate in
the Engineering Graduate Training Scheme (EGTS):

(a) Civil Engineering

(b) Electrical Engineering

(c) Electronics Engineering

(d) Mechanical Engineering

(e) Production/Industrial Engineering
(f) Structural Engineering

The Comittee on Training of Technologists is responsible
for the administration of the EGTS. The object of the EGTS
is to bring about sufficient practical training opportunities
in local industries for Hong Kong engineering graduates.
Employers participating in the EGTS will be required to
provide the graduates with upto 18 months practical training
of a standard acceptable for the Corporate Membership of
the Hong Kong Institution of Engineers. The training of
the graduates will be monitored by the Committee in
conjunction with the HKIE. A subsidy will be granted to
each graduate receiving training under the EGTS to be
paid through his employer as part of his salary. The current
rate of subsidy is HK$1,600 per graduate per month.

To be eligible to participate in the EGTS, employers
must be able to provide post-graduate training which
conforms to the HKIE requirements for Formal Training
Scheme °‘A’. Details of the HKIE requirements are set out
in its Membership Information Booklet which is available
from the Secretary, Hong Kong Institution of Engineers,
1005, Capitol Centre, Causeway Bay.

If you are interested to participate in the EGTS, please
telephone 5-8932341 for more details or just complete and
mail the coupon below.

To: The Committee on Training of Technologists
c/o The Technologist Training Unit
Technical Education and Industrial

Training Department

14/F, Harbour Centre,
Harbour Road, Wan Chai,
Hong Kong.
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We are interested to participate in the EGTS. Please send us more details.
A B TRHESE: Ik T 8RB - Sl %A A PALEIRE -

Name of company:

Nature of business:

GEAOLE SHIE |
Name of person to contact: Position:
B A (GHIERS ) . (N BLOCK) B ;
Address:
Huht
Telephone:
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Our Blue Diamond is first class all the way.
You'll have an unbelievable amount of space to
move around, to stretch yourself and to relax.
Special Stratosleepers seats recline fully allowing
you to lie right back and drift off to sleep
There’s a superbly varied men
African specialities, Succulent ¢
Iamb and of course, a wide"

SOUTH AFRICAN AIRWAYS

-_IIIIIIIII'
SOUTH AFRICAN AIRWAYS

Contact your travel agent or Jardine Airways.
Flight Enquiries: 5-774626  Reservations: 5-775023 Fares & Ticketing: 5-262245
Hong Kong Office: Rm. 702 New World Office Bldg., HK. Tel.: 3-7225768 * Taipei Office: 66 Nanking East Rd. 4/F, Sec. 2, Taipei. Tel.: 394-5423-6

Tokyo Office: Akasaka Lions Bldg. 6/F, 1-1-2 Moto Akasaka Minator-ku, Tokyo. Tel.: 034701901




When investing your company’s money

seems more and more of a gamble.
It's time you got experience on your side.

In today’s volatile money and investment markets, you shouldn’t
take more risks than are strictly necessary.

So if you're responsible for investing your company’s funds you
need the most professional advice you can get.

That's why The Chartered Bank has set up its own Treasury
Division to incorporate a wide range of foreign exchange, foreign
currency deposit and other money market services.

Having all these services under one roof means we can be
more flexible and competitive in our exchange quotations and also
advise on events affecting worldwide financial markets.

The Treasury Division is linked to our Group offices in the world's
leading financial centres and these in turn are part of our network
of over 1900 offices in 63 countries.

The Chartered Bank is one of the most experienced and
well-established banks in Asia with total Group assets in excess of
£24,000 million.

Make your future as bright as possible, for help and advice with
corporate investment, contact the bank with experience on its side.
Call our Treasury Division on 5265711 at Edinburgh Tower,

The Landmark.

The Chartered Bank

A wealth of experience
A member of the Standard Chartered Bank Group.






