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Specialising in fresh seafood and prime cuts of beef.
Fine food in beautiful surroundings with prompt efficient service.

The Belvedere is located on the first floor

of
), | Harbour View '\'ﬁo&.&n.g Onne
v Hong Kong

For reservations, please call 3-7215161, extension 2738.
Complimentary car parking service available for guests of The Belvedere.
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| am very pleased to advise members
that we realised a healthy surplus of
income over expenditure for 1983.
The General Committee approved the
income and -expenditure budget for
1984 at its meeting in January and
again | am hoping for a reasonable
surplus to maintain our record since
1975.

Work of the Committees

At a meeting of the Africa Area Com-
mittee on 19th January, members
expressed concern over difficulties
experienced by some exporters in
obtaining payment of outstanding bills
from Nigeria.. On the advice of the
Committee, the Chamber subsequently
issued a questionnaire to all members
known to be exporting to Nigeria to
assess the extent of the problem for
Chamber members and to determine
whether an institutional approach to
the Nigerian authorities might be
desirable. The Trade Division is al-
ready collating replies from members
and will report back to the Com-
mittee.

The Arab Area Committee met on
10th January to consider the possi-
bility of organising a goodwill mission
to the Middle East. It was agreed that
further research should be undertaken
before finalising the itinerary.

The Japan, Taiwan and Korea Area
Committee met on 17th January to
discuss the itinerary of the proposed
goodwill mission to Japan in May. [t
was agreed that the mission should
visit Fukuoka, Nagoya and Nagano.
The West Europe Area Committee met
on 18th January to discuss the organi-
sation of the Chamber trade missions
to Europe in May 1984. In view of
inadequate response from members,
the proposed mission to Frankfurt and
Vienna was cancelled. On the other

Jimmy McGregor
Reports...

hand, the Chamber Business Group to
Rotterdam and Barcelona received
enthusiastic . support from members
and will go ahead.

The Shipping Committee met on 26th
January to review the shipping statis-
tics published by the Census and
Statistics Department. It was agreed
that the Chamber should forward
recommendations on possible im-
provements in the presentation of
these statistics to Government for
consideration.

A joint Industrial
Committees meeting was held on 17th
January at which Mr, Lau Chin Shek
(Director) and Mr. Lee Cheuk-yan
(Labour Relations Officer) of the
Christian Industrial Committee were
invited. A number of issues were
discussed including the proposed
Insolvency Fund and C.1.C. views on
the development of a comprehensive
Social Security Scheme. The Chamber
has already advised the Labour Depart-
ment of its agreement in principle
with the concept of an Insolvency
Fund but C.I.C. ideas on a comprehen-
sive Social Security or Provident Fund
Scheme were received with some
reserve.

The China Committee met on 25th
January to discuss details of the pro-
posed visits by members to Shekou
(23rd February), Beijing (11th March)
and Xiamen (tentatively scheduled for
May). A total of over 90 people have
subscribed to the one-day trip to
Shekou:

Affairs/Textiles.

Missions/Delegations

The West Europe Committee received
on 24th January a VIP mission from
Britain jointly organised by the TDC
and British Airways.

Government  Principal
from the four overseas industrial
investment promotion offices met
with Chamber industrial members at
a briefing session jointly organised

Consultants

with the Federation of Hong Kong
Industries and the Chinese Manufac-
turers’ Association on 18th January.
The Panamanian Minister of Com-
merce and Industry is scheduled to
visit Hong Kong with a delegation in
early March. Arrangements will be
made for the Minister to meet with
members of the Central and South
America Committee.

Other Subjects

ldentity Document

Since the introduction of the new
Chamber Identity Document for
travelling members in early January,
over 150 copies have been issued to
members. In the meantime, | have
written to all the Consulates General
in Hong Kong to advise them that this
document is available to support appli-
cations by businessmen for visas. Many
Consulates have responded favourably
and | can envisage this new. service
being very useful to our members in
a number of ways.

Hong Kong Electronics Fair 1984

The Chamber has agreed to be one of
the underwriters for the Hong Kong
Electronics Fair scheduled for October
this vyear. The other underwriters
include the Trade Development Coun-
cil, Federation of Hong Kong Indus-
tries, Indian Chamber of Commerce,
Hong Kong Electronics Association
and the Hong Kong Exporters’ Asso-
ciation.

Leather ‘84

Members are also aware that the
Chamber is the sole sponsor for the
First International Leather Fair ever
organised here to be known as Leather
‘84 in May 1984. | am pleased to
advise that bookings of space are going
very well with a high percentage al-
ready booked and with a substantial
international representation assured.
The organiser is the Hong Kong Trade
Fair Ltd. O
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Hong Kong will hold its first interna-
tional leather trade exhibition, called
LEATHER 84, between May 30 and
June 2, sponsored by the Hong Kong
General Chamber of Commerce.

The exhibition is being organised by
Hong Kong Trade Fair Ltd. and will be

held in the Hong Kong Exhibition
Centre.

It will be supported by the Hong Kong
and’ Kowloon Raw Hide and Finished
Leather Traders’ Association and held
in conjunction with the second Far
Eastern Regional meeting of the Inter-
national Council of Hides, Skins and
Leather Traders’ Associations.
National stands have been booked by
both Italy and France. Italy will
exhibit finished leather and machinery
for making leather shoes. France will
exhibit finished leather.

Exhibitors are also coming from the
following geographical areas: Africa,
Argentina, Australia, Brazil, West
Germany, India, Japan, New Zealand,
Pakistan, Singapore, Spain, Switzer-
land, Taiwan, the United Kingdom,
the United States and Uruguay.

These™ international exhibitors have
already booked about 3000 square
meters of the three floors available
at the Hong Kong Exhibition Centre.
It represents about half the space. The
organisers expect a total of over 200
exhibitors.

Domestic leather importers and re-
exporters, together with all the manu-
facturing segments that contribute to
Hong Kong as one of the world’s major
leather industry centres, will form the
local contingent of exhibitors. They
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Leather 84

Hong Kong,
as a Leather
Centre, decides to

exhibit its wares

will include manufacturers and export-
ers of handbags, shoes, gloves, garments
and leather cases of all descriptions.
China is not exhibiting but is expected
to take an active interest. Key people
will come to see Leather ‘84.

Because of its geographical location
Hong Kong has always been an im-
portant centre for importing and
re-exporting hides and skins. For many
years it has also done some tanning
and an increasingly important produc-
tion of leather consumer goods.

In recent years there have been two
important domestic developments.
Hong Kong manufacturers and some
tanners have gone into China to
have the labour-intensive processes of
their production carried out there in
compensation arrangements. The semi-
finished goods are then brought back
to Hong Kong for final processing
and export.

Upmarket

At the same time local manufacturers
have gone upmarket. They are produc-
ing quality goods for the world con-
sumer as he and she become more
individualistic in the choice of what
they both buy.

Hong Kong is catering for the expand-
ing higher-priced and discriminating
segment of the market in much the
same way as the garment industry has
done, principally in exporting to the
United States. It is also supplying
work gloves for the .industries of
the developed industrial nations, in-
cluding Japan.

Hong Kong women’s shoes are success-
fully competing in the U.S. with im-
ports from ltaly. So are Hong Kong-
made leather garments, in Europe as
well as in the U.S.

Hong Kong’s growing upmarket pro-
duction, helped through compensation
agreements with China, is at the centre
of what the newly industrialising
countries of East Asia are doing in
leather as the world’s new big convert-
er of organic raw materials into
finished consumer products for the
markets of the developed economies,
notably the United States and Europe.
For an overall assessment of Hong
Kong's position as a major leather
centre in the highest economic growth
region of the world, The Bulletin
talked with Marshall Lelchuk, visiting
executive vice president of the Chile-
wich Corporation, the U.S. based
world’s biggest leather multinational
with its own office in Hong Kong
that began dealing in hides and moved
into processing finished leather and
products not only in the US, but South
America, Australia and Europe. ‘
Marshall Lelchuk says Hong Kong
takes 10% of his corporation’s total
exports from the U.S. while Asia as
a whole, including Japan, South Korea
and Taiwan, takes 25%."

These East Asian countries are basical-
ly not an indigenous source of the
organic raw material. Hides are mainly
bi-products of the big meat-eating
countries, like the U.S., Argentina,
Australia and Europe. They represent
6% of the total ultilisation of the live
animal that is 80% meat and 20% hide,




bones, tail, hair, bristles and body

organs.
East Asia is important, not as a raw

material source, but because it has
become a major converting area of the
world from hides to finished consumer
products. Hitherto Western Europe
was such an area. But its importance
has declined.

Many manufacturers in Hong Kong,
for instance, are using French, ltalian,
Spanish and Japanese leathers to make
in their factories high-grade fashion
leather clothing that today is shipped
back to Europe. He calls the shipping
in of raw materials and then shipping
back the finished consumer products
to the same places, "“economic disloca-
tion of raw materials."”

He says the United States, too, is an

exporter of hides and an importer of
leather consumer products. He sees
Hong Kong not so much as one of the
East Asian converters.-as a centre for
China as a converting area, Taiwan and
South Korea are the other major
converters.

In Japan and Hong Kong labour costs
are relatively high. They can produce
only the upmarket consumer products.
The big manufacturer is China. Only
the cosmetics are usually added to the
China product in Hong Kong.

For instance, only two of Hong Kong
tanners are now actually tanning and
finishing leather. All the other tanners
make leather for work gloves. Hong
Kong’s main role is as the centre where
the China trade is managed and where
banking, communications and other

continue to be the management base

for China’s leather industry. Hong
Kong will do all those things that
make Hong Kong what it is today.

Because it is central geographically and
because of the importance of its
leather industry Hong Kong can
support an exhibition of the size of
Leather ‘84, Marshall Lelchuk says.

About 700 member firms of the Hong
Kong General Chamber of Commerce
are involved in one way or another in
the leather industry in Hong Kong.
Some of their main activities and their
future, as well as their problems, are
discussed in the following articles. [

At a press conference announcing
Leather ‘84 last November Jimmy
McGregor, Director of The Hong
Kong General Chamber of Com-
merce, said that imports of raw
hide and finished leather products
in Hong Kong for the past eight
months amounted to US$117.33
million (HK$915.18 million), a 13
per cent increase compared to the
corresponding period last year.

Exports of finished leather pro-
ducts during the same period

amounted to US$80.55 million
(HK$628.3 million), a 14 per cent
increase over the corresponding
period last year.

Mr. McGregor also remarked that
over 700 companies within the
Chamber’s membership are involved
in import, export manufacturing
and retail of leather products across
an extremely wide range and the
value of trade can be measured in
hundreds of millions of dollars.
“The Chamber is also conscious of

the regional role of Hong Kong in
the development of the leather
trade and industry. There appears
to be great potential for growth and
for upgrading of quality. The
Chamber is therefore pleased to
sponsor, support and participate in
this first venture in Hong Kong.
We are sure there is considerable
scope for this leather exhibition
and we hope it will become an
annual event.”

Pictured at the LEATHER 84 press

~conference are (from left to right):
Ernest Leong, the Chamber’s Assistant
Director - Trade, The Hong Kong Gener-
al Chamber of Commerce, S.Y. Cheung,
Manager, The Hong Kong Trade Fair
Limited; Jimmy D. McGregor, Chamber
Director; Derek Dickins, Managing
Director, The Hong Kong Trade Fair
Limited; and Anthony Fan, Director of
Public Relations, The H.K. & Kowloon
Raw Hide & Finished Leather Trader’s
Association.
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If your
personal computer

doesn’t tie into
office automation
maybe it doesn’t ...

maost personal comput-
ers, the information you

®
getislimited to the informa-
tion you putin.
Butif your personal

computer ties into office
automation, there’s no limit to how far you
can go.
® And quite simply, that's the difference
between the Wang Professional Computer
and almost every other personal computer
onthe market.

The Wang Professional Computer offers
you excellentcommunications. It is so com-
patible it can work with the entire family of
Wang office computers, as well as most
mainframes.

There are other advantages, of course.
Like the best selling word processing in the
world. And the fastest data processing of any
personal computer we've tested.

But the way we look at it, your office is
filled with important information.

Ifyou don't take advantage of it, you
might as well leave our computer home with
the rest.

WANG

The Office Automation
Computer People.

WANG BUSINESS CENTER, 31st Floor, Hennessy Centre, 500 Hennessy Road, Hong Kong. Tel.:5-7955111
Authorized dealer:

EXECUTIVE COMPUTER CENTER, Bank of East Asia Building, Lobby Level, Shop 3, 10 Des Voeux Road Central,
Central, Hong Kong. Tel.: 56-263077
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Half a million pairs of quality

shoes a month

Ten factories in Hong Kong are
producing about half a million pairs of
women’s leather fashion shoes and
sandals every month and exporting
them to the United States where
they sell at about the same price as
comparable high quality shoes import-
ed from ltaly.
According to Eddie Fong, managing
director Deball Co. Ltd. at Kwun
Tong, the U.S. market may absorb up
to 750,000 pairs of these high-quality
shoes and sandals each month in 1984,
This Hong Kong export now accounts
for about 5% of the leather footwear
the United States annually imports.
Eddie Fong says his own factory
makes about 1,300 pairs a day and
exports 28,000-30,000 pairs monthly.
The shoes are made on machinery
imported from Italy and with genuine
kid leather imported from Italy and
from India.
The shoes sell all over the U.S. as high
fashion products for about US$12 a
pair. Designs are usually supplied by
customers. Exports are to U.S. whole-
salers, some manufacturers and some
big retail chains.
Eddie Fong says he usually ships
within one month of receipt of orders.
Because fashion changes so quickly
orders for each design don‘t usually
exceed 1,000 pairs. They sell to U.S.
women office workers and middleclass
housewives.
He explains his shoes have one-piece
uppers which are more difficult to
make than just piecing together
components. The process requires
more complicated skills and ltalian
machinery.
He says his shoes cannot be made in
China with cheaper labour. Production
there also tends to be slow and he

cannot afford delays. If high-quality

fashion shoes were delayed in produc-
tion the style could become outdated
and they wouldn‘t sell in the U.S.

Eddie Fong (34) sees Hong Kong's
exports of women’s high-quality
fashion shoes as only beginning. He
says he has been in the leather indus-
try for 10 years. He was buying
leather for a Hong Kong leather
garment manufacturer before he went

into business for himself about five
years ago.

He began in a small way with a capital
of $300,000. He realised there was a
market in the U.S. for women’s shoes
provided he could produce the right
quality.

“l never ship bad shoes. If | did |

wouldn’t have a customer. | have
supervised everything myself. |'ve
ploughed all the money I['ve made

back into the business. | have spent
more than $1 million on machinery.”
“I've had encouragement from the
Americans in orders but not in capital.
They have given me consistent orders
because my price is right and they
have trusted me to produce the quality
they require.”

Eddie Fong visits the U.S. twice a year
and goes to see his customers to ensure
they are satisfied with his quality. He

Special to The Asian Wall Street Journal
WASHINGTON — The
s asked the governy
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U.S. Shoe Producers
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says he’s not worried about the
possible imposition of U.S. quotas. He
gets no help from cheaper tariffs under
the U.S. Generalised Scheme of Prefer-
ences accorded developing countries.
He says what Hong Kong exports to
the U.S. is small compared with the
volume from Taiwan and South Korea.
They export two million pairs of shoes
a month.

““But my shoes are better quality than
what they produce. They cannot
compare with us. Yes, they, too, have
Italian machinery.

“But they have heavy duties on
imported leather and components
from places like West Germany to
protect their own leather industries.
We have none. They are using cow-
hide. We are using imported kid. [

Domestic produc
hearings later this J
that would restrict impo
pairs a yearl, or a/
Kket. In 1983, they s

t year includ '
ﬁsbb%r shoes from Taiwan and 1
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ne totaet an terminated thg order %71
SR quota arrangementsin June 1981.
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Ask anybody to name a prominent
figure in the Hong Kong leather
industry and he wifl probably
answer, Alan Lau — the man with a
dogtorate in law who usually travels
in a Rolls Royce or a Cadillac.

Alan Lau is a prominent figure in
the leather industry but he doesn’t
describe himself that way. He says
he’s an investor.

He is actually now in newspaper
publishing, finance, advertising, gar-
ments, an hotel, fast food, a whole-
sale centre and merchandising as
well as Millie’s handbags and shoes
with which his name is usually
associated.

He employs about 2,500 people in
30-odd companies in Hong Kong,
China, the United States, Canada,
Singapore and Japan. He is a
member of the Guangdong Provin-
cial Committee of the Chinese
Peopie’s Political Consultative Con-
ference.

Alan Lau says between 1960 and
1966 he sold shoes made by sub-
contracting his orders to various
small family-style factories in Hong
Kong. In 1967 he began export-
ing to the United States.

He says: "l was not successful. The
last was wrong, the styling was
wrong. One day at a shoe fair in
Los Angeles | was persuaded to buy
a factory there that was in liquida-

tion. | pald the auctioneer
US$17,000. | learned how to make
shoes for the American market,”
Four years later Alan Lau sold his
Los Angeles factory back to its
original owners at a profit. in the
meantime he had built up a factory
in Hong Kong making shoes the
American way. He says he lost
money for several years on his
Hong Kong venture.

But in the period between 1978-82
he began to do very well. But 1983
wasn’t as good as 1980-81 and he
doesn’t expect 1984 will be all that
good, either.

“We are facing competition from
Taiwan and South Korea, The shoe
industry in Hong Kong is too small.
We don’t have sufficient of our own
supplies of shoe components. We
have to import our leather from
India and components from ltaly
and West Germany.

“But in Taiwan, for instance, they
can get these supplies locally. They
make plastics, they have tanneries
and leather, and they have viable
component makers. They have thus
built up greater exports.

“That's why we have had to go in
the last five years to China to cut
costs by taking advantage of low
rents and low wages. From Hong
Kong we now export fitted uppers
to the U.S. Uppers are the major

Why we've
gone into China
— Alan Lau

labour-intensive part of a shoe. We
export about a million pairs a year.
“Mary others have followed our
example. But they are only about a
quarter the size of ours,” He says
about 400 factories are making
uppers components in China.

Alan Lau says women throughout
the world are more concerned than
they used to be about their shoes
and handbags matching the clothes
they wear. Only one in 10 used
to coordinate these items with their
dress. Now, he thinks, it's five in
every 10.

He says the shoes Hong Kong
exports are in the medium-high
quality range. They are better
quality than what Taiwan and
South Korea exports. They have
improved by coming close to the
styling standards of Rome and
Paris. "The quality is very close.”
Alan Lau described Hong Kong as a
stepping-stone to China. It has been
able to coordinate its production
with Mainland production.

“But China still needs 20 years to
develop. Only some areas are
developed. Efficiency there is stiil
sometimes low because the workers
there don’t have the right incentive,
They have incentive in spirit. But
that is not enough.”” O
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Colonel Gaddaffi’'s Libyan Army
marches on Hong Kong-made mili-
tary boots — at least, that is when
the Colonel’s government can rustle
up the foreign exchange to order
them from the Po Shing Shoe Co.
Ltd. in Un Chau Street, Kowloon.
Chan Tsan-kan, managing director,
says the Royal Hong Kong Police
Force is another of his custom-
ers. His company specialises nowa-
days in government orders from
often out-of-the-way places for
leather work shoes, safety shoes,
military boots, jungle boots and
service shoes.

He says these specialised products
— they all look sturdy, durable and
well-made with a beautiful finish —
are usually ordered in relatively
small quantities. They are orders
the big Asian producers of leather
shoes and boots (Taiwan and South
Korea) don‘t want to handle.’

They are the only products Po
Shing Shoe Company is able to
compete in because labour, manage-
ment, land and rent costs are much
higher in Hong Kong than in the
cheaper labour main producing

countries that now also include
China. Even then, Po Shing only
had enough orders to engage its 150
workers for half a day’s labour on
most days last year.

Chan Tsan-kan, who went into
producing men’s shoes and boots
when he left school 45 years ago,
says Taiwan and South Korea are
able to sell profitably at about the
price of his own direct costs.

Gaddaffi's

army marches
on HK-made

boots

He traces the 1b-year decline of his
business from about the time
Britain entered the Common Mar-
ket and Australia put quotas on
leather footwear imports. He says
Hong Kong lost Commonwealth
preference and had to pay full duty

\\
on his leather shoe exports to the W ‘

United Kingdom.

A lot of what the UK bought under
Commonwealth preference was re-
exported to West Africa and the
Middle East. Customers in places
like Kuwait, Bahrain, Libya, Dubai,
Muscat, Abu Dhabi and Saudi
Arabia have since ordered their
army boots and footwear for
uniformed civil servants direct from
Po Shing Company in Hong Kong.
Small firms and even local manufac-
turers in Australia also used to
re-export Po Shing’s products to
places like New Guinea, the Solo-
mons, New Caledonia, Fuji, Rabaul
(New Britain} and Brunei. But they
have given up since Australia
imposed quotas. The customers
come to Po Shing direct.

Chan Tsan-kan says he buys his
leather from the United States,
Taiwan, India and some local
tanneries. He makes Hush Puppies
for the Hong Korg domestic
market under licence from the
American manufacturer. d

THINK INVESTMENT
THINK PROPERTY

Do you know that

Yes No
O you can build up capital assets for your personal future goals by using today’s
most effective and reliable personal investment route-overseas property?
O 0O you can have an overseas property investment package, starting with as little as
US$10,000, individually tailored to your own needs?
O 0O you can now invest profitably in overseas property without worrying about /|
rental management, financing or tax matters, or even when best to resell? /7
O O there is an investment consultancy which sifts hundreds of properties worldwide //
every year, recommending only the select few with prime profit potential? /

If you answered yes every time, you must already be [ o T
making full use of the Busch Worldwide Property Protsowegms o

) : - ersonal Investment
Consultants services. We have been proving for over Instrument —
ten years that researched overseas residential Overseas Property
property is your best way to invest in the future.
Our complete professional service has already
helped over 1,000 people build assets.

For a copy of our new brochure on property \&!
investment — the Busch way — return the coupon L
or call now on 5-7952851-6.

EEBUSCH

/
Worldwide Property Consultants Ltd. /




USUALLY AWARDS ARE
WON FOR ORIGINALITY.

The Deming Award is the most coveted industry ~ than an original Ricoh. . .can you?
prize in Japan. It is awarded in recognition of To put an original Ricoh to work in your
consistent and superior Total Quality Control. business, phone us on 5-8930022.
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Handbags exports surge
— and recession becomes

a blessing

Worldwide recession is a blessing to
the leather handbag industry according
to C.Y. Fan, manager/director of Yen
Sheng Factory Ltd. “While it is true
that consumers in recession have less
to spend on clothing, sales of acces-
sories including handbags always surge
in such times because of a certain
‘compensation  psychology’ among
consumers,” he explains,

Yen Sheng started in 1956 as a rattan
furniture and basketware manufac-
turer. It gradually diversified into
making. vinyl and polyester handbags
and took up production of ladies’
leather handbags in 1973. The latter
has since expanded to become Yen
Sheng’s most important category.
Operating on a self-owned, 50,000-
square-foot factory building the com-
pany has a 500-workforce.

Yen Sheng exports 99% of handbags
produced, of which 95% goes to the
United States and the rest to Britain
and Australia. He says that average
monthly sales in 1983 were $10 to
$12 million, which is 20% higher
than 1982 figures. He attributes
growth to the strong greenback and
vitality in the US market. At the time
of interview (January) orders-on-hand
were lined up to May. He believes that
so long as the U.S. market holds its
present strength the factory will have
another busy year.

The company has been subcontracting
lower-priced handbag orders factories
in China ever since 1978. The finished
products are packaged in and exported
via Hong Kong. China-made handbags
account for as much as 40% of Yen
Sheng’s total sales value. Some medi-
um-priced handbags are produced by
three local subcontracting factories.
Yen Sheng’s strength is said to be
mid-range, cowhide handbags. Prices
range from US$6.50 to US$16 FOB.
The United States is a ready buyer for
the lower-priced items while European
.customers are more interested in
quality designs.

C.Y. Fan says that handbag designs,

particularly colour trends, follow that
of fashion shoes. The company em-
ploys two full-time designers to pro-
duce sketches based on - customers’
ideas, but he adds that Hong Kong is
not the kind of place to benefit from
launching house brand name. The
designers usually work four to six
months ahead of production, and
manage to turn out 200 to 300 new
designs for each season.

Optimistic

“Personally | am optimistic about the
potential market growth of leather
handbags, much more so than, say,
that of vinyl or PU bags. The average
retail price of a genuine cowhide
handbag in the United States is only
between US$18 and US$30 each,
which is attractive enough to most
consumers,’” he says.

There are, however, problems facing
the industry. Cowhide prices climbed
20% last year on top of a 15% percent
rise in costs of zippers and metal
accessories. The average cowhide wast-
age is 30% and 100,000 square feet of
cowhide (worth almost $1 million at
the current price of US$1.20 per
square foot) can only produce 2,500
dozen handbags, he says. The manu-
facturer therefore must be shrewd in
leather purchases in order to stock
enough for production needs in the
entire season. Yen Sheng normally
buys leather six months ahead of each
production season.

C.Y. Fan echoes the universal com-
plaint about labour shortage. He says
that any skilled garment worker can
make handbags, but for some mysteri-
ous reason which he says he never
comprehends garment workers are
reluctant to switch to the handbag
industry. There was a time some years
ago when some garment workers
joined the company, but soon flowed
back to the clothing sector.

He sees Taiwan, Korea and South
America as arch-rivals in overseas

competition as they are competing
with Hong Kong in similar price
brackets. Local competition is said to
be much less intense than most other
industries because of the small number
of leather handbag factories. ‘“Nobody
these days will ever contemplate
entering this industry considering the
huge initial investment on leather
involved and the many problems in
manufacturing with a natural materi-
al,” he says.

Leather handbags are not restricted by
guotas. C.Y. Fan has no intention for
the moment to explore new markets,
partly because of a failed attempt
some six years ago to push sales in
Japan. He finds the Japanese consumer
taste fastidious and it has remained
another unresolved mystery to him.
“All things considered we must count
ourselves among the fortunate. Unlike
the garment industry which lives in
constant fear of recession, the handbag
business profits from both good and,
to some extent, bad times,” he con-
cludes. O
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Local and China
small factories
produce our wallets

Champion Industrial Co. Ltd. has
been making women’s leather wal-
lets for the past 20 years and its
operation has extended into China
in recent years. A Champion spokes-
man describes the company’s entire
operation as an extensive network
of subcontracting factories produc-
ing for Champion’s own two fac-
tories. Currently the network con-
sists of 13 local subcontractors,
most of which are run by the com-
pany’s former foremen, as well as
two subcontracting factories in
Guangzhou and Shanghai.

““Subcontracting is an integral part
of our business as half of our
output comes from these small
factories. Our workforce, now at
200, would have to be tripled with-

out these subcontractors and would’

indeed give us serious problems in
recruiting as well as in manage-
ment,” the spokesman says. Cham-
pion is probably the largest wallet
manufacturer in Hong Kong, and he
believes that China with her enor-
mous labour force will continue to
help keep prices competitive against
regional rivals. Wallet workers are
particularly difficult to come by, he
says, as the workmanship required
is more demanding than that for
handbags, for instance.

Champion produces women’s wal-
lets mainly in cowhide or lambskin.
PVC, PU, canvas or rayon-canvas
wallets are also made as subsidiary
lines. Production is heavily oriented
to the US market, the single most
important outlet taking 95% of its
output. The rest is normally sold to
Australia, Canada and European
countries.

The company has great hope for a

good sales performance this year.
1983 was not altogether satisfactory
in terms of export volume as it
marked a 20% fall from 1982 level.
Profits in 1983, though, stood at
the 1982 level largely because of
the strong U.S. dollar. Annual sales
average between US$6 and US$7
million.

Wallets, like handbags, are fast-
moving fashion accessories. The
trend this spring is for bright con-
trast colours such as pink-with-green
and, a ““touch of snake” — genuine
snakeskin stripes on cowhide wal-
lets.

The company once produced a hot
item called the “swinger” wallet for
14 months non-stop, a rare example
of sustained popularity in the busi-
ness.

Avon is one of the few well-known
brand names which currently have
exclusive designs of quality wallets
made by the company. Asked about
prospects for tapping the topmar-
ket, the Champion spokesman
says that the move is already
under way as reflected in the
product prices. Champion’s quality
cowhide wallets are worth US$40 a
dozen, FOB.

“We do wish to launch our own
brand name in due course. Most of
our current items are customers’
designs. This sometimes gives rise to
actual production problems which
could be avoided if we manufacture
original styles designed to fit
smoothly with our machinery and
technical setup,” he says. The time
is not yet ripe for such a move, he
says, as the company still needs
further consolidation. O

12
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Leather
garments
orient on th
haute coutu
market

Leather garments, like Cabbage Patch
Kids, are ““made-in-Hong-Kongs”’ that
have won us international recognition.
Harry Wicking and Company, Ltd., a
division of Jardine Marketing Services
Ltd., is selling Hong Kong-made,
topmarket leather garments to presti-
gious European labels including Daniel
Hechter, D‘urban and the Japanese
brand Bigi.

Harry Wicking’s export department
manager Wilson Chan says that the




company’s leather garment sales in
1983 hit the $3 million mark, though
sales in 1982 were even better by 30%
to 40%. Leather garment business
takes about 25% of Wicking’s turn-
over and Wilson Chan thinks that the
share is diminishing as a result of the
overall increase in the company’s total
turnover.

Wicking is now a leather garment
exporter without its own manufac-
turing arm, though it does finance two
subcontractors who make all the
leather garments Wicking exports.
Wilson Chan explains that Wicking
used to run its own factory named
Jardine Wicking which produced gar-
ments in leather and other fabrics. The
factory, established in 1957, was
30,000-square-foot large and hired 100
skilled sewing machine operatives.

Veteran

The factory was one of the veterans of
the industry. It was only in 1980 when
Jardine, Matheson & Co. Ltd. changed
company policy and ceased its indus-
trial operations that Jardine Wicking
was closed. The two subcontractors
which Harry Wicking now finances
were formerly subcontractors for
Jardine Wicking.

Harry Wicking is oriented to the haute
couture market in the United States,
France and Japan. Leather garments
produced come in jackets, blazers,
skirts and pants. “‘Leather wear is
regarded as luxury goods in the
ragtrade business as well as being
highly seasonal. Business is extremely
vulnerable to weather changes,”” says
Wilson Chan.

He points out that business tends
follow a three-year cycle. Hong Kong
experienced its last peak in 1976 to
1978 when booming business support-
ed about 100 leather garment fac-
tories. The downhill slide started in
1978 and hit rock bottom in 1981.
Orders climbed again in 1982 through
1983. He forecasts, therefore, that
1984 should see another vyear of
sustained growth. The number of
leather garment manufacturers that
survived the last doldrum and have
stayed in operation is about 10.

To guarantee the quality of garments
produced, Jardine purchases leather
direct from overseas and supplies
Wicking’s subcontractors with materi-
als. Jardine buys leather from Spain,
France, ltaly, the United States and
Japan. The range of processed leather
includes cowhide, pigskin, deerskin

and sheepskin, either in suede or
nappa.

As far as quality is concerned Wilson
Chan thinks that France with its
high-quality, mass-produced sheepskin
still tops the list. Spain also has a long
and prestigious tanning industry. Italy
has an up-and-coming leather-making
business, though quality still fluctuates
considerably.

He describes Hong Kong as still passive
in leather garment designs. Custom-
made designs are still the norm, and
few buyers come to Hong Kong for
original ideas.

This year's trend is towards sporty,
casual styles with highlights on con-
trast colours. Buyers are also putting
increasing emphasis on leather quality.
He says, “Dull finish is in vogue these
days. It simply means skipping spray-
ing after the leather has been drum-
dyed. Waxy finish has also become a
must with topgrade leather garments
to render a luxurious, slightly sticky
handfeel.”

Wicking’s leather jackets are priced
from US$90 to US$150 per dozen,
FOB. Wilson Chan says that while
much of Hong Kong's low-priced
leather garment orders have been lost
to competitors in Taiwan and Korea
over the past few years, local manufac-
turers and exporters have been forced
to move upmarket. China is said to be
a keen regional rival in the low-end
leather garment sector. Hong Kong,
though, has little to worry about at the
moment. He says, “Hong Kong still
ranks among the world’s top three
producers by workmanship stand-
ards.”

He explains that in the production
cost breakdown of a leather jacket
about 52% to 60% goes to material.
The last months of 1983 saw a 10%
rise in leather prices largely because of
exchange rate fluctuations. He predicts
a further 10% to 15% rise in leather
cost this year, and the increases are
bound to show in garment prices.
“Workers are employed on section
work or piece work basis. But as
leather garments take much longer
time to sew than fabrics, the piece
worker is reluctant to join the line,”
he says. A skilled worker can produce
only one jacket in a day at the most,
and earns slightly over $2,000 a
month.

Wilson Chan sums up the difficulties
of the business as follows:

Markets are narrow and scope for
expansion limited. Consumers are
unlikely to buy more than one leather

jacket within a stretch of seven or
eight years. Wicking's attempt to
diversify into topmarket leather casual
wear some years ago was, according to
Wilson Chan, a failure.

“What we introduced then was a series
of women’s skirt-and-blouse sets and
dresses in expensive, beautifully print-
ed and embossed suede. The collection
stirred some sensation among Holly-
wood celebrities and several movie
stars actually came to us to order.
But the line as a whole flopped as
prices proved too high for the average
consumer. Furthermore, the printed
suede has such a non-leather, fabric
look that the very incentive to pur-
chasing a leather garment is lost,” he
says.

Quality

Secondly, leather, like all natural
materials, suffers from unsteady quali-
ty level. Chances are that exporters
might find themselves frequently in
dispute with buyers over leather
quality. The voguish dull finish is said
to be a cause of much dispute as
blemishes on hide show more obvious-
ly without the spray layer. ““The
exporter must tackle the problem with
patience and explain to the buyer
clearly. With experience he will be able
to know what the buyer expects.”’
Wilson Chan also points out how a
leather garment manufacturer must
expect relatively low profit margins
(15% to 18% gross profit) as a result of
high material wastage rate, again,
because of unstable quality of natural
hide.

Wicking is taking steps to push sales in
Japan and West Germany. He says,
“We do wish to expand our leather
garment market share in Japan. It is
not easy- to do business with the
fastidious Japanese, though. Their
orders are often small, but they are
willing to offer good prices for design
and quality.”’

Wicking has an agent in Japan who is
organising a hotel exhibition in that
country for the company’s leather
garments and sweaters in late March
this year.

The German market, hit hard in 1982,
is said to be picking up slowly. Wick-
ing has yet to launch any extensive
marketing programme there. Currently
promotion is limited to small-scale
joint activities with several catalogue
sales companies. |
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Personal Computing World calls
the full 16-bit Apricot the most
personal of personal computers.

And with very good reason,
indeed.

Apricot, you see, is remarkably
compact. So it doesn’t intrude on a
contemporary executive’'s personal
space.

‘Nor does it intrude on a busy
executive’s personal time. The fact
is: Apricot is easier to use than any
other personal computer. Anybody
can be using Apricot productively
within just four hours.

So on the very first day you and
Apricot will be working together on
presentations, budgets or any of the
other personal business
applications that can be performed
with Apricot, IBM or Victor
compatible software.

To get you started, Apricot comes
with four powerful packages:
spreadsheet, graphics, personal
record keeping and
communications.

Then, to keep you going, Apricot’s
multiprocessor architecture lets you
do some really remarkable things.

apricot

1ST OF THE 4TH GENERATION

DEALERS

Computerware Consultancy Ltd. 3-7213171
Data Key Systems Co. Ltd. 3-7542932
ECS Computer Systems Ltd. 3-914366-7
Omni Business Systems Ltd. 5-296117-9
Universal Electronics Trading Co. 5-294433

IBM is aregistered trademark of International Business
Machines Corporation.

. b | o5
< | Fr S ‘
Like four different jobs at the same
time. Printing a queue of documents
while you move on to another task.
Or high speed calculation and
mathematics.

If you like to work at home, no
problem. Apricot is transportable
and the keyboard microscreen
serves as a mini display.

Now all you have to do is get one.
Fortunately, that’s as easy as
learning how to use it. Just contact
Swire Systems or an authorised

dealer.
THE INSIDE STORY
PROCESSORS KEYBOARD
Intel 8086, 16-bit Fully programmable
Intel 8089, 1/0 management Detachable
Optional Intel 8087 maths 90 keys
co-processor 8 function keys
USER MEMORY Microscreen with 6 function
256 — 768 Kbytes keys
STORAGE COMMUNICATION
1 x 3Y2” microfloppy 1 x RS232 serial port
2nd optional 1 x parallel port,
315 Kbytes one-side Optional auto-dial modem
720 Kbytes two-side LANGUAGES
9” DISPLAY Interpretive BASIC
High resolution Personal BASIC
800 x 400 pixels Optional: MS-PASCAL,
Tilt, swivel, slide MS-FORTRAN, MS-COBOL,
OPERATING SYSTEMS UcsD-p
MS-DOS 2.00 SOFTWARE
CP/M-86 SuperCalc
Concurrent CP/M-86 SuperFlanner
UCSD optional Graphics Kernel
BOS optional ASYNC

SWIRE SYSTEMS

THE MICROCOMPUTING COMPANY
CALL 5-230011

|_Centra.1 GPO Box 1, Hong Kong. _Ql
1 want to know more about the Apricot s
Personal Computer.
0O Send me all the facts.
O Let’s arrange a demonstration.
0O Send me a software catalogue.

I Name: I

Company:
l Address:

| =  Telephone:
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Small is beautiful
for high-quality production

Large-scale leather garment manu-
facturers have become extinct in
Hong Kong, says Frankie Lam,
director of Amerex Manufacturing
Ltd. Amerex, once one of the large-
scale leather makers, is a classic case
of a self-imposed scaling down in
the size of operation. It seems that
the industry in general has finally
reached the conclusion that being
small is beautiful and is happy to
remain so.

"Large operations are far more
vulnerable than smaller ones to the
pitfalls of this highly seasonal
business, which explains why big
names such as Toledo and Jardine
Wicking have gone out of produc-
tion altogether in recent years,” he
says. He explains that the problems
with big factories are difficulties
with quality control and being less
flexible than small factories in ad-
justing the size of output and work-
force to scanty orders during slack
seasons.

“We were once big. We used to
employ over 170 sewing machine
operatives and many all-year-round
subcontractors. It was only in 1979
when escalating leather cost and
chronic labour shortage pressured
us to scale down operation to the
present size of employing 100
sewing machine operatives. Nowa-
days subcontracting is necessary
only in the winter peak season.
Scaling down production has done
us good as management has become
easier, overheads much reduced and
profits improved,” he says. He
thinks that neither Amerex nor
other manufacturers who experi-
enced similar size reductions over
the past few vyears are likely to
expand again even if markets
improve significantly. ““Things are
really more manageable as they are
now,” he says.

Established in 1969, Amerex pro-
duces and exports medium-priced

leather clothing. About half of its
items are standard leather jackets,
the rest being women’s fashion tops
and pants. Average monthly turn-
over is estimated at $4 million.
According to Frankie Lam, sales in
1983 improved by 30% compared
to 1982. He believes that 1984
should be another year of growth,
particularly in the United States.
Europe, though, is the company’s
main market, with 60% of its
output sold to West Germany. The
balance is taken by Switzerland, the
United States and Japan.

He says that leather garment prices
are always determined by the
quality and amount of leather used.
He cites as an example that a pair
of pig suede trousers can range
from US$35 to US$70, FOB.

Fashion

Leather fashion in the past two
years has been faster moving than
ever. Women'’s tops lead the trend
while leather trousers are doing
much better. Casual wear also has
an expanding share in the overall
sales volume. Bright, solid colours
like yellow, violet and green are in
vogue, as are simple and unconven-
tional designs.

Amerex has no house labels, and
does not intend to launch any. The
company is producing exclusive
items for several German brand-
names and is quite happy with
the present arrangements.

Frankie Lam sees the following as
eternal worries to a leather garment
manufacturer:

— not enough workers in peak
season,

— not enough material to keep
production going for peak season
orders;

— too many waorkers in the sum-
mer-to-autumn slack period.

He also points out that it takes

a great deal of experience and fore-
sight to manage cashflow in this
industry because of the large cash

outlay the manufacturer must
make in advance for expensive
leather.

“Normally we purchase $4 million
to $56 million worth of leather
material outright each time we
replenish stock. If one takes into
account the value of the leather
being produced into garments and
the finished products on the way to
our customers, one might safely say
that the total cash involved in an
operation like ours approaches $15
million, or three times the leather
stock value,” he says.

Amerex buys cowhide, pigskin and
sheepskin from Japan, Italy, Spain,
France and the United States. He
thinks that leather from local
tanneries is good for shoes and
handbags but not quite passable for
garment making. Leather prices
increased by 10% some two months
ago, he says.

He says, ‘‘Competition is not
exactly keen in Hong Kong as each
manufacturer aims at fairly differ-
ent markets. In a way we are all
friends in the same boat.” He says
that many low-end garment orders
were lost to Korea, which forced
many makers to try the mid-range
market.

There was a time when the com-
pany subcontracted some orders to
factories in China, but labour
quality was so low that it decided
to stop the practice after a brief
period. Frankie Lam says that in an
industry where the workmanship of
every stitch counts he is not taking
chances.

He is pessimistic about the possibili-
ty of opening up new markets. He
believes that the industry will stay
on a plateau for some time before
further  developments  become
possible. d
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SIEMENS

For advanced technology products-

high technology components

= {

Integrated circuits, discrete semi-
conductors, passive devices and compo-
nents: high technology elements

by Siemens ensure that the products in
which they are incorporated are also
future-secure.

They are a product of the R&D
programme in which Siemens invests
DM 3 billion annually, and which
ensures its position in the forefront of
the electronics industry. Siemens
electronic components have universal
possibilities of application and

guarantee top reliability and performance.

in Hong Kong, it is the engineers and

Jebsen has the know-how -
and Siemens components

et "

sales consultants of the Siemens
Division of Jebsen&Co. Ltd. who are
familiar with the customers’ operations
and their exacting requirements, and
who can be relied on to supply the best
technical and economic solutions.

For further information and advice,
please contact:

Jebsen& Co.Ltd.
Siemens Division

26/F, United Centre

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




Ragence Lam says the rough,
scruffy look is “in”

Ragence Lam, the UK-trained
fashion designer who won the
1977 Hong Kong Designers’ Show
Award, now runs the Ragence Shop
in Swire House and is creator of
the Ragence Lam high fashion
collection widely acclaimed here
and overseas. Buyers from Mel-
bourne, Sydney, Singapore, Kuala
Lumpur, Japan, France, the United
States and Canada buy at Ragence
and adorn their boutiques back
home with his original collections.

To Ragence Lam leather is as good
as any other natural material,
though flaws on leather sheets do
create problems from time to time.
Fortunately, he says, the current
trend is for the rough, scruffy look,
so flawed leather sometimes even
helps designers to produce a good
and cheaper style. Ragence’s
women’s leather wear has an
aggressive, masculine look in

natural leather hues of black and

brown. Leather (nappa) trimmings
are used extensively on silk evening
wear as well as on wool casual wear.
Other leather creations are gloves
and belts, mostly in bright colors.
Local sales and export of leather
goods have been consistently highin
recent years, says Ragence Lam, a
sign that leather wear has been
accepted as a fashion item.

As one of the key figures among
established local designers, Ragence
Lam is concerned about the many
limitations inhibiting the younger
generation of Hong Kong-trained
designers from artistic maturity.
“Fashion is a reflection of the
designer’s thoughts and feelings
about all aspects of the society in
which he lives, ranging from poli-
tics, the socioeconomic situation
and culture to personal taste, tem-
perament and milieu. Hong Kong’s
historic background and education
system, unfortunately, do not give

agmn [M

students enough stimulus to make
them realize what fashion design is
all about. What our young designers
need is much, much more exposure
and the mentality to perceive things
from varied angles, ’ he says.
Paradoxically, he says, the 1997
question might have a positive
impact on the young generation in
that people are pressed by circum-
stances to observe, reflect, decide
and act on issues affecting our
society now and in future,

Ragence Lam thinks that prejudice
against Hong Kong designers comes
less from overseas buyers than,
ironically, local consumers. Local
designer labels have very little
growth room here under the joint
pressure of heavily advertised haute
couture imports and the local
consumers’ uncompromising pre-
ference for Western brandnames.
Ragence Lam’s factory in Kwun
Tong employs 16 young but
experienced workers. Now that the
financial hard phase is behind him
he is planning to expand the
factory. Business aside, he is keen
to bring into existence a truly Hong

Kong fashion style which the

Hong Kong citizen can identify
with. “Hong Kong's street fashion
has improved by leaps and bounds
in recent years, though the look is
still very Japanese. The Japanese
tide should retreat in a few years’
time when, hopefully, a new Hong
Kong style will emerge,” he says.
What the Hong Kong designers are
trying to do for Hong Kong now is
what Tokyo designers did some 10
years ago in Japan, which even-
tually established Japan as one of
the world’s leading fashion centres
with a distinct character of its own,
A new Hong Kong Fashion Design-
ers Association of which designer
Judy Mann is chairwoman and
Ragence Lam vice-chairman was set
up recently to provide an umbrella
organization for local designers and
to promote Hong Kong designer
labels and general liason work., O
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SONCA INDUSTRIES LTD. PO.BOX 95974 TSIM SHA TSUI POST OFFICE. KOWLOON. HONG KONG. CABLE. SONCALTD TELEX, 54298 SONCA HX

Our scientific planning and mechanised installation, aug-
mented by advanced production techniques and modern
management methods, make us the most up-to-date and
efficient factory -of its kind. With these facilities plus our
continuous creative efforts, latest technical advancements,
modern industrial designs and vigilant value analysis, we
can supply flashlights of better quality, better design, better
price and can offer you better service. For resale or own
use, the best choice will always be

FLASHLIGHTS BY SONCA

The World’s Largest Flashlight Manufacturer



The ‘Total Look’ in leather
is what matters

“Fashion is information,” says
founder, designer and managing
director of Jopej (Hong Kong) Ltd.,
an eye-catching local producer in
the forefront of high fashion.
“Nothing is more misleading than
the common belief that fashion
trends are some freaky designers’
whimsical ideas imposed on con-
sumers,” he says. In all world
fashion centres such as Paris, pro-
fessionals are employed by the
government as well as enterprises to
research into all aspects affecting
fashion production and consump-
tion including weather patterns,
economics, politics and mass psy-
chology before any forecasts of
coming trends are made. “The lack
of such information is our major
weakness in Hong Kong. Here even
good-quality international fashion
magazines are hard to come by.”’
Jopej's founder moved from pro-
perty to fashion business six years
ago in Saudi Arabia where he
launched the first Jopej boutiques
said to be highly profitable. He
started manufacturing and retailing
in Hong Kong only four years ago,
and today runs two Jopej high
fashion boutiques here. Apparel
and accessories bearing the label
are also sold to boutiques in
Bahrain,  Australia,  Singapore,
Riyadh, Switzerland, South Africa
and Kuala Lumpur.

Jopej insists on a ‘‘total concept”
approach to designing, producing
styles not only for clothes but also
shoes, belts and bags. [t might not
be the most cost-effective approach
from a business point of view, he
says, but he believes that this is
still the best way to render a
“total look”.

Leather is very much in the lime-
light in current Jopej collections. In
the designing process he treats
leather as any other material except

that it has the obvious advantage of
being creaseless. He has created
casual as well as evening wear in
truly experimental spirit mixing
leather with materials like linen,
canvas, lace and other special
fabrics. Pearlised leather is his
favourite material for evening wear
because of its unique sheen. He
adds that the company is also the
first in Hong Kong to bring about
the trend of “antique leather”
which has a well-worn finish. Snake
skin is voguish and used extensively
as trimmings and on shoes.
Romance and the feminine form on
the catwalk are coming back, Jopej
says. Tight-fitting styles are going
to knock out baggy designs by
1985 and 1986.

Contradictions

The many contradictions in con-
temporary life have stimulated the
Jopej designer to evolve a some-
what philosophical approach to-
wards fashion design. ““The modern
man sees and lives with so many
contrasts and contradictions in the
real world that they are increasingly
eager to wear clothes expressive of
these contradictions. An example
is putting on an aggressive, mas-
culine jacket matched with a femin-
ine skirt. | go one more step and try
to harmonise the contrasts and
reconcile contradictions in my
designs.”

Thanks to the political, social and
economic crises men all over the
world experienced in recent years,
he says, consumers and buyers alike
have learnt to adopt more diverse
views in matters in general includ-
ing the choice of clothes, which has
helped avantgarde fashion to flour-
ish in a more tolerant market.
Jopej’s style is for clean, simple,
unusual cut while not lacking in

sophisticated details. A style, he
says, reflective of the world-wide
move towards simplicity and
practicality. Gone also are the
days when skirt lengths are uni-
form everywhere. ‘‘Fashion is no
longer dictated. Individuality is
what matters now,’’ he says.

Jopej is heading for Paris in the
belief that only fame in THE
fashion centre can bring interna-
tional recognition as it did to Issey
Miyake and several other Japanese
designers. Together with several
French professionals the spokesman

has formed Jopej Paris regis-
tered in Paris as a French-owned
company.

On the mass market front Jopej has
been making and selling medium-
priced fashion and accessories to
Bang Bang and Michel Rene under
the “Animal” and “Visage” labels,
respectively. Fully aware that the
United States is the only big apple
in the apparel mass market, Jopej
plans to open a showroom and shop
in New York city shortly.

Jopej's ultimate goals? ‘“To have
our label carried in.boutiques in
every city; to establish an extensive
range of consumer goods; and to
expand our operation towards
vertical integration whereby we
take every single step from produc-
ing fabrics to retailing into our own
hands,” he says.

Well-known for bold styling the
Jopej designer produces some 70
fashion designs and 15 to 20 shoe
styles every month. ““The creative
process urges one to let one’s
imagination run wild, which, at
times, does conflict with the
business mentality. Now that | have
a partner for. the Hong Kong
company, | can get some manage-
ment work off my hands and
concentrate better on designing.” [J
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Half the world's
exports of
industrial gloves
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Hong Kong is a major exporter of
industrial gloves. It has 70-80 small to
big factories producing them.

Most factories also produce in China.
Some have factories in Thailand,
Malaysia, Indonesia and other cheap
labour countries.

Tony Ngai King-tak, director at
McKowan Lowe and Company Ltd.
who is chairman of the Association of
Hong Kong Gloves Traders, says Hong
Kong accounts for half the quantity of
industrial gloves the world produces
and exports. His own firm exports
annually over 100 million pairs.

He explains as developed countries
have improved their industrial safety
regulations and labour unions sought
more protection for their workers,
industrial gloves demand has progres-
sively increased. Developed countries
have tended to import their require-
ments because they can be imported
cheaper than manufactured domes-
tically.

Tony Ngai says, for instance, his
clients include automobile manufac-
turers like General Motors and Ford in
the United States, Renault in France
and Vauxhall and British Leyland in
the United Kingdom. GM alone buys
over US$30 million worth annually.
His firm also supplies industrial gloves
to the Middle East to companies on
the oilfields like Aramco and mining
and oil companies in Australia, like
Broken Hill Proprietary.

Hong Kong has had over 25 years
experience in industrial gloves manu-
facture. Part of the gloves production
has expanded to Thailand, Taiwan,
China and South Korea. But most
overseas buyers still largely come to
Hong Kong to place their orders.
These orders are often produced

~.. elsewhere for reasons not necessarily
concerned alone with cheaper labour.

For instance, Thailand gets better

* access to EEC countries through the
Generalised Scheme of Preferences

(GSP) than Hong Kong.

Besides, Thailand had cheaper buffalo
hide. China has pigskin. The durability
of these leathers is not the same as
cowhide but then again industrial
gloves are disposable items.

Tony Ngai says Hong Kong holds its
position as an industrial gloves centre
‘because of the character of the people
in the trade and the reputation they




have built up. He describes them as
good in speculation in the raw materi-
als they use and in deciding where to

produce.
Hong Kongs labour costs and other
overheads are higher than many

producing countries. But Hong Kong is
a free port, whereas Thailand, for
instance, has a duty on imported
leather to protect its own buffalo hide
industry.

Cheaper

Another point he makes is that Hong
Kong is a big world buyer of leather
and it therefore tends to get materials
cheaper. But not much of that leather
is retained in Hong Kong. Hong Kong
is a world trader in leather and a big
re-exporter to China where he thinks
about half the industrial gloves Hong
Kong exports are actually made.

Tony Ngai also says Hong Kong’s own
leather workmanship is as good as
anything in the world. It has built up a
reputation in this field and overseas
buyers accept the Hong Kong label.
Yet it has its own labour problem in
costs and availability. The result has
been, for instance, that there are now
something like 40 factories around
Canton alone depending upon Hong
Kong for orders that are eventually
exported through Hong Kong.

He says there are few patterns in
industrial gloves and they are not
complicated things to manufacture.
They can be mass produced in China
with support from Hong Kong.

The compensation agreement is the
usual support vehicle. Manufacturers
in Hong Kong supply the equipment,
such as sewing machines, cutting tables
and raw materials. They are paid in the
form of the finished article. The
agreements are for three to five years.
After these agreements are fulfilled the
China factories will still have to rely
on Hong Kong for orders and, may be,
for new finance for replacement
equipment. Hong Kong will remain at
least their partner in selling their
product abroad. It has done the
market research, it has the established
business contacts and it has its own
reputation.

Tony Ngai says the industrial gloves
market has expanded into consumer
work gloves. They are retailed to the

consumer by hardware stores to
protect hands in a multiplicity of
domestic odd jobs. It is this segment
of the market where domestic manu-
facturers in developed countries are
able to compete and now tend to
concentrate, '

But Hong Kong is also exporting
consumer work gloves. They are made
attractively in a wide range of materi-
als, from cotton to PVC, vinyl and
nylon as well as leather.

Tony Ngai describes the ups-and-
downs of Hong Kong’s industrial
gloves exports as a barometer of the
world’s industrial activity. He says
Hong Kong is selling more in the
upturn from recession. He expects a
good year. Business was down as much
as 30% in recession,

Andy S.K. Wong, who runs Paramount
Hide and Leather (HK) Ltd. at Kwai
Chung, says he employs 800.in China
making gloves, 60 in a tannery there
and another 50 in Hong Kong. He
exports some five million pairs, 65% of
them industrial gloves.

Andy Wong spent seven years in
Canada where he learned the cowhide
business selling to Taiwan and Hong
Kong. He came back because he
thought Hong Kong presented more
opportunity. He worked five years for
other manufacturers before starting
business on his own in 1980.

He says he exports to the United
States, Canada and Japan mostly
industrial gloves but also some fashion
gloves. He sells to two glove-makers in
the U.S., two in Canada and three in
Japan.

He produces Japanese trade figures to
show how well he has done against
industrial glove exports from South
Korea and from Taiwan since he has
been manufacturing in China and
exporting through Hong Kong. He says
he is Hong Kong’s only exporter to
Japan.

The figures show in 1979 Japan
imported 657,868 dozen pairs: from
South Korea, 232,186 dp from Taiwan
and only 7,613 dp from Hong Kong.
In 1980 Japanese imports from Hong
Kong were still “peanuts.”

But in 1981 Hong Kong increased its
share 10 times to 107,702 dp. In 1982
Japan’s imports from Hong Kong
increased a further 30% even in
recession to 136,348 dp while Taiwan

dropped 50% to 139,056 dp.

Andy Wong has 1983 figures up to
October. He says in the 10 months
Japan took 125,072 dp from Hong
Kong, a (still falling) 119,42 dp from
Taiwan and only 391,403 dp from
South Korea. He is confident when the
final figures for 1983 are published
Hong Kong will have exported
170,000 dp to Japan against still
falling figures of Japanese imports of
industrial gloves from both Taiwan
and South Korea.

He believes he has taken half Taiwan's
market and a third of South Korea’s.
He thinks he will do even better in
1984. Half his production now goes to
Japan.

Working with China, he says, has
reduced his tanning costs as well as
glove-making costs. He says his tan-
nery enjoys low cost land and labour
and he is able to mass produce.
Besides, he enjoys the best of both
worlds. Hong Kong gives him flexibili-
ty in what he does. He enjoys no
Government interference and the free
port. Its communications are good and
he is able to travel freely.

Steer Hides

Andy Wong explains he uses the grain
and two splits from heavy steer hides
for some non-specialised industrial
glove manufacture. He uses side splits
for fitters’ gloves, the grain (top) and
upper split for drivers’ gloves, and hide
butts for welding and lumber gloves.
He says: “We can produce the same
quality as they can in North America.
But our prices are much more com-
petitive. Most of grain leather manu-
facture is done in Hong Kong. The
splits are mainly used in China.

His firm is also producing leather
welding jackets and leather aprons for
industrial use. He says most leather
products are made by domestic
manufacturers in North America. But
high wages and a shortage of labour is
giving developing countries an expand-
ing.opportunity to enter the market in
many categories.

He .thinks Hong Kong is the major
supplier to the U.S. of industrial
gloves where more than 75% of de-
mand is now imported. O
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Leather 84

Local tanners are on the periphery of
the mainstream of Hong Kong’s
upmarket commercial activities that
are making it one of the world’s
leading leather centres. They supply
only a fraction of what 200 manu-
facturers need in finished leather
to produce often mainly in China the
diversity of leather products Hong
Kong exports.

What local tanners do supply is usually
at the medium or lower end of the
market. Historically, they have tended
to buy cheap heavy steer shoulder
splits few others wanted.

Their finished leather is still being

‘'used, for instance, on the palms of

industrial gloves that are a big Hong
Kong domestic export item. They have
provided leather for other useful
items, like the leather patch on the
back of the waistband of blue jeans,
another big Hong Kong export item.
The tanners created socially unaccept-
able pollution from their noxious
trade, mainly clustered around Sheung
Shui in the New Territories. They
occupied scarce land and their value to
the economy raised question marks.
The solution has taken three direc-
tions: Many have ceased operations,
others have gone into compensation
trade arrangements across the border.
The remainder have largely moved to
three multi-storey factory buildings in
the Gin Drinkers Bay area of Kwai
Chung and controlled their pollution.
The tanners that have moved have
tended to restrict their work to final
processes, using imported wet blue
half-processed hides and crusts (80%
finished). They are useful in doing
final processes to produce finished
leather to meet quickly manufacturers’
special requirements for specific over-
seas orders, such as in colours.
Anthony Tan, at the Hong Kong and
Kowloon Raw Hide and Finished
Leather Traders’ Association, at first
shakes his head and proclaims with
some emotion the tanning industry has
already been “‘murdered” in Hong
Kong, though it is still needed. But
finally he agrees to some qualification
and settles for ““well seriously hurt.”
He blames the Government for never
really having anybody who understood
the industry and its contribution to
the economy in general as well as to

anners have becom

building Hong Kong as a leather
centre.
He says Hong Kong used to have 70-80
tanneries 10-15 years ago. Now there
are fewer than 30. More than 20 have
gone to China.
Alfred Lee, managing director of Polar
Tannery Ltd., agrees. He says: “The
Government hasnt had the right
{ people to appreciate the industry’s
problems. All they are concerned
with is pollution and getting maximum
value out of scarce land.
“Tanners have even been banned from
the industrial estates at Taipo and
Yuen Long when what they ought to
be doing is devoting part of those
estates to tanning and collectively
controlling their pollution.
“The Government should take another
look at our industry. Maybe now it’s
too late to do anything. But even too
late could be better than never.
“My own tanning arrangement (he's
gone to south-west Guangdong) is
good for me. But Hong Kong and the
future of the tanneries is a bigger issue
than just me.”
Vic Miller, chief executive at the
Industrial Estates Corporation, says
the Corporation has only ever had one
application from overseas interests for
a tannery at Taipo Industrial Estate. It
was approved a year or more ago
subject to environmental safeguards.
He says he understood the applicant
was going to produce high-class
leathers for domestic consumption and
for export. The Estate is still open to
that approved applicant.
Other reports suggest the applicant:is
still trying to get capital together for
the project.
Alfred Lee says his tannery was on
Ping Chau Island until three years ago.
‘We were asked to instal pollution
controls but we couldn’t get a guaran-
tee of how long we could operate on
Ping Chau. We decided to move.
“Now we take our raw hides across the
border and bring back the finished

product. We work in cooperation with:
a local Guangdong tannery that

needed additional machinery. We
moved part of our machinery there
and put in some new machines. We
helped them and they now help us.”

Alfred Lee says his major suppliers of
raw hides are the United States and
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Hong Kong's Cinderellas

Australia. He sells the finished leather
to Hong Kong manufacturers. It is
used in making good quality handbags,
garments etc. He sees a big potential to
expand.

Now, he also imports a lot of finished
leather for handbags and garments,
etc. from Japan, the United States and
Europe. The opening up of China, he
says, is going to make a tremendous
demand for leather.

Wong King-hang, managing director of
Leathery Tannery Ltd. and Leather-
hand Ltd., is one of about 20 tanners
who have moved to three multi-storey
factory buildings at Gin Drinkers Bay,
Kwai Chung, to overcome the tannery
pdllution problem in the northern
New Territories.

Costs up

He says, as a result, production costs
have gone up. The higher costs are
difficult exactly to analyse. Factors
include higher rents, the cost of water
treatment, more use of energy, more
transportation, inconvenient drying,
not enough storage space and more
difficult access.

He thinks production costs have gone
up 10-20 cents a square foot on
tanned leather. He says 500-600
workers are now employed by Hong
Kong tanners who once used to
employ 5,000-6,000.

Wong King-hang says the tanners’
answer to their new problems has been
to improve the quality of their produc-
tion and to switch from fully process-
ing raw hides to working on “‘wet
blues” (60% finished when imported)
and on “crusts” (80% finished).

He describes the Hong Kong tanneries
as a “sunset” industry. He says it’s too
late to save the full tanning process.
More and more tanners are changing to
just completing the finishing processes
of leather production. Only two are
still tanning from raw hides.

He can't meet domestic demand. He
works only with his longstanding
customers.

Alfred Lee says it is wrong to view the
tanning industry as just like any other
light industry that can operate in
multi-storey factory buildings. Floors
should be stronger and ceilings higher
to suit tanners. Their plot ratios and

floor loadings should be different.
Tanneries operate big and heavy
processing machinery. They have had
to adjust to the buildings at Kwai
Chung not new buildings adjust to
their needs. The Building Ordinance
office never seems to have appreciated
their needs.

This has affected their cost-efficiency
and their productivity. When machines
don’t fit the premises tanners have had
to adapt or build special machinery. It
is one of the reasons some tanners
have gone across the border to do their
primary processing of raw hides.
Alfred Lee draws a distinction be-
tween the raw materials used in the
leather industry and, say, in elec-
tronics. He says electronic components
when imported for assembly have the
overseas component manufacturer’s
added value included in their cost to
Hong Kong.

When tanners use raw hides the added
value of producing leather for local
manufacturers is part of the gross
domestic product of Hong Kong. He
says the leather industry used to
earn from the whole chain of produc-
tion from processing the organic raw
material (raw hides) right through to
exporting manufactured leather pro-
ducts.

He says, Hong. Kong still needs a
tanning industry. Local tanners have
to meet the immediate needs of local
leather goods manufacturers as they
adapt to the requirements of their
overseas buyers orders, for instance,
colour and quality. The manufac-
turer’s specific needs for each overseas
order cannot always be that quickly
and exactly imported.

Alfred Lee says the fur industry in
Hong Kong has rapidly expanded
because it does have that sort of
facility. Dressing furs to local manu-
facturers’ requirements can be done
cost-efficiently in Hong Kong’s multi-
storey factory buildings.

But tanners need different structures
with more clearance. And that’s not
what they have got at Kwai Chung.

He thinks it's too early to predict the
ultimate impact on the total industry
of not having full tanning facilities.
The immediate reaction of the tanners
has been to cut short the tanning
processes and do only the final part.

Anthony Fan, who is managing
director of Tak Fat Leather Co. Ltd.
and Tak Shun Leather Co. Ltd., is a
leather importer and an active member
of the Raw Hides and Finished Lea-
ther Association. He says one of the
results of the diminishing number of
Hong Kong tanners is that he is
importing more partly-finished hides,
such as “‘wet blues.”

A year or so ago a lot of hides came
from Brazil where they were the
cheapest in the world. But the quanti-
ty being imported for tanning in Hong
Kong and_then being used in the
manufacture of work gloves, handbags,
shoes, belts and watchbands has now
declined. He is now selling a lot of raw
cowhide to China. In the past two or
three years quite a lot of that has
come from Taiwan.

Anthony Fan says pigskin is cheap in
China. He says importers are buying
plentiful Chinese pigskin for local
manufacturers of industrial gloves and
for lining other leather products, such
as shoes.

He is also re-exporting pigskin to
Japan, the United States, the Philip-
pines and Italy. There have been
inquiries from Portugal and Greece.
Anthony Fan says Hong Kong has
always been rather smart at buying
and selling hides and leather of all
kinds.

“We buy at the right time, stock and
then sell at the best time for profit. It
is quite a big part of our total leather
trade in Hong Kong.”

The domestic market has always been
only part of the business done both in
hides and finished leather. A lot of
re-exporting is done to Southeast
Asian countries like Singapore, Malay-
sia and Indonesia.

Alfred Lee thinks the value of the
total leather industry cannot be judged
by looking at the bottom line of what
added value leather product manufac-
turing earns for Hong Kong.

“It's easy to look at that bottom line,”’
he says. “But somebody should look
at the middle lines, too, including our
cheap tanneries: The whole spectrum
of our activities in leather is what
makes Hong Kong an important world
leather centre.” |
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Basic differences in the

economic recovery this time
— and in 1975-76

The industrial sector’s domestic export
performance responded quickly to
rising import demand in the United
States when American economic
recovery began in 1983.

The sector did well in the second half
of last year and that happily is con-
tinuing into 1984. Everybody’s hopes
are now high for greater Hong Kong
more general prosperity.

But so far in 1983-84 Hong Kong
domestic demand doesn’t seem to have
picked up commensurately compared
with the speed and strength of the
1975-76 recovery.

The Bulletin talked to Antony Leung,
Vice President of Citibank and the
bank’s Regional Treasurer for the North
Asian region, looking for reasons for
the differences in the two upturns that
are all too apparent to the Hong Kong
income earner and perhaps not without
some clear social reprecussions
recently.

Antony Leung begins by saying it is
difficult to compare the partial years
in which the two upturns began. But
the recovery in 1976 was certainly
better than what we have experienced
so far this time.

The reason, he believes, lies in the
quite distinct monetary policies in the
U.S. and other major countries used
to manage the two recoveries.

Antony Leung says the reasons for the
two recessions preceding recovery
were also quite different.

The 1973-74 recession was perceived
to have been triggered by a sudden
increase in Opec oil prices. The 1981-
82 recession followed a basic change in
American monetary and fiscal policy.
In order to stimulate the economy and
increase U.S. economic growth the
Carter Administration adopted Trea-
sury Secretary Blumenthal’s easy
money policy. Interest rates were
kept low and the money supply
allowed to expand rapidly. The U.S.
dollar depreciated.

The result was the 1975-76 recovery.
It was very strong and the economy
kept booming, though basically over-
heated, right through the latter
‘Seventies.

The problem the easy money policy
created was high inflation. -‘Former

President Jimmy Carter had brought
Paul Volcker in as head of the Federal
Reserve Bank to deal with it before he
suffered his re-election defeat. The
new President Ronald Reagan kept
Paul Volcker on and they both named
inflation as the No 1 enemy of the U.S.
A tight money policy followed.
Instead of managing the interest rate
Paul Voicker at the Fed managed the
growth rate of the money supply. As a
result the interest rate went as high as
20.5% in 1980.

Antony Leung says that cooled the
overheated American economy and
resulted in the 1981-2 recession.

The two recoveries were as different as
the causes of the two recessions.

The characteristics of the easy money
policy recovery in 1975-76 were
extremely low interest rates and very
high domestic demand that spread to
other countries where the easy money
policy was also adopted. Hong Kong
benefitted from the easy money
recovery in Europe as well as in the
United States. It had a strong domestic
export performance and strong domes-
tic consumption,

The current tight money policy
recovery is not triggered by a change
in monetary policy. Tight money
prevailed through the recession and
the Reagan administration and Paul
Volker have as a result been able to
contain inflation and thus increase the
real income of the private sector.
Antony Leung describes the 1981-3
period as a classical business cycle and
the recovery a very healthy one that
has not been artifically induced.
“Since the Reagan administration has
been able to demonstrate a tight
money policy can and has worked |
doubt if we’'ll see any change for the
time being. In essence, what the
Reagan administration is trying to do
is not to have a too strong recovery —
or at least not as strong as 1975-76.
“Rather, the Reagan administration
would like to see a sustained recovery
in the sense of fairly good growth in
real GNP with inflation contained at
single digit level.”

Antony Leung explains the American
tight money policy is a discretionary
one. By this he says is meant managing

the money supply in anticipation of
economic performance rather than
responding to what has happened to
the economy in the past.

He thinks Hong Kong's export per-
formance in the current American
recovery has been very good in 1983.
But he doesn’t think 1984 will be as
good as 1976 was.

He says another reason why Hong
Kong probably won’t do as well in
1984 as it did in 1976 is that there is
still some uncertainty about its politi-
cal future. The uncertainty suggests
growth in capital expenditure as a
percentage of GDP will be lower in
1984 than 1976.

In the 1975-76 recovery it was around
10%. This time his personal guess is
that it is likely to be 2-3% in 1984. He
believes investors will be looking at a
shorter time frame this time than last
time.

Antony Leung says in general the rate
of inflation this time is higher than last
time. In 1975-76 it was about 5%.
Now it is 11-12%.

The reason for the higher inflation is
that in the late ‘Seventies Hong Kong
followed a policy of easy money as
evidenced by the rapid growth in bank
credit and the higher level of govern-
ment expenditure.

On top of this the dollar has depre-
ciated substantially.

Antony Leung says burgeoning current
Hong Kong dollar deposits, posing a
possible new easy money situation in
Hong Kong, are the result of capital
flow. In the past, he explains, the ex-
change rate would adjust the inflow.
Now, a capital inflow with a ““fixed”
(HK$7.80:US$1) exchange rate will
result in a low interest rate.

He says a low interest rate will induce
domestic consumption which may
bring about higher inflation, thereby
restoring the purchasing power parity
of the exchange rate and/or induce
capital outflow if the interest rate stays
below the international level, thereby
restoring the equilibrium level in the
exchange rate.

He thinks whether or not Hong Kong
will experience inflation will depend
on the capital flow in the next few
months. O
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necovery surges, out. .

Buying patterns change as
consumer confidence lags

Consumer confidence in the United
States is at its highest level for years.
One wellknown research firm says it
is at its highest point in five years.
Another records its highest reading
since 1972.

Yet another says: ““The ‘now’ genera-
tion has had to say, ‘No, not today’
for a long time. Many have been
forced out of the housing and new car
markets in recent years.

“The current economic recovery has
given them the first ray of sunshine
they’ve seen in a long time. Now, they
don‘t just want things, they are
demanding them.”’

Estimates of expansion in U.S. con-
sumer credit in 1984 are bouyant.
What the American consumer has gone
through in recent years would be
familiar to a lot of Hong Kong con-
sumers. The local experience in some
individual cases has been worse.
He has had to give up his home and his
car.

However, the high level of consumer
confidence in the United States does
account for the spectacular recovery in
exports of the Hong Kong industrial
sector that began in the second half of
1983 and is continuing. Yet Hong
Kong’s own upturn in the industrial
sector that leads the domestic eco-
nomy has not by any means produced

the same level of consumer confi-
dence.
Census and Statistics Department

recent figures on retail activity do
indeed show some improvement. But,
compared with the United States, the
trend is relatively modest. Growth in
the value of domestic sales is greater
than in volume in most cases. The
figures reflect Hong Kong’s compara-
tively high inflation rate.

Why the difference in consumer
confidence when both Hong Kong and
the United States are benefitting from
the same economic recovery led by the
Americans?

The reasons are outlined in the com-
parison between the 1975-76 and the
1983 recoveries in the opposite page.
Real wages, of course, increased in the

sustained but overheated 1975-76
recovery. People’s expectations were
met for a better quality of life. Con-
sumer confidence was high at a time
when elsewhere in the world, overseas
markets began to react to the impact
of tight money policies.

Then came the impact of global
recession. Resources in manpower and
funds that had moved from the
industrial sector to the property sector
also didn’t yield their expected returns
because inflated prices became un-
affordable as interest rates went up to
dampen too much money supply
growth.

To make matters worse Hong Kong
began to have the “jitters” on the
1997 issue. The exchange rate dropped
sharply.

Money Supply

The success of the Reagan administra-
tion in pulling the United States out of
recession using a tight money policy
has however been Hong Kong's main if
not only salvation.

The Government has stabilised the ex-
change and lower interest rates may
contain recent surges in money supply.
But Government spending still remains
quite high for political reasons.

The negotiators on 1997 are both
committed to maintain Hong Kong’s
prosperity and stability. Boosting
domestic demand with public spending
is one way of fulfilling that commit-
ment.

Consumer confidence is unlikely fully
to recover before the 1997 issue is
resolved and the inflation Govern-
ment-boosted demand actually eases.
Some economists say inflation will
come.down in 1984.

The reasons they give are a more stable
growth in money supply, stabilisation
of the exchange rate, cheaper property
prices and cheaper rents. The indus-
trial sector is already enjoying very
cheap rents. It is also making good
profits.

But at the level of wage increases
industrialists seem to be prepared to

concede in 1984 real wage increases,
that could trigger improved consumer
confidence, are unlikely to be seen
unless inlfation does come down to
improve real income.

Another consideration is whether or
not the American upturn will continue
under the Reagan administration’s
tight money policy, permitting Hong
Kong’s domestic export growth to
continue. Most think it will.

The extent to which the U.S. upturn
spreads to Europe, the other import-
ant overseas market for Hong Kong
exports, is another factor. The Hong
Kong manufacturer has not yet begun
re-investing in his plant as well as not
giving real wage increases. His immedi-
ate concern is to protect his competi-
tiveness’in uncertain times.

Only when the upturn is strong
enough will his cautious tight money
attitude change. His profitable export
performance will first have to out-
weigh the uncertainties of the 1997
issue before consumer confidence can
fully recover.

While confidence remains  in the
doldrums what consumer attitudes is
Hong Kong forming?

Attitudes seem to have entered a
period of consolidation after the
period of near euphoria. Academic
analysts, for instance, see the emer-
gence of social-class patterns in domes-
tic consumption, within the frame-
work of the basic changes in consumer
behaviour the easy money policy
created.

The big development of the ‘Seventies
was the proliferation of the super-
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