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E. 0. 12065: N/A 
TAGS: EFIN, ETRO, HK 
SUBJECT: T\10 CHEERS FOR HONG KONG'S FY82/83 BUDGET . 

REF: IA) Hot'G KOtlG 1838, (Bl HONG KONG A-98 

I. SUMMARY : IN HIS MAIDEN BUDGET SPEECH, HONG KOtlG'S 
NEIi Fl~AtlCIAL SECRETARY, JOHN SREMRIDGE, PORTRAYED A 
CHEERFUL OUTLO OK FOR THE HOtlG KOllG ECOIIOHY Ill TH HEAL THY 
OVERALL GRO\ITH AND POPULtR TAX CONCESSIONS. HE PREDICTED 
THE HONG KOIIG ECONOMY \/Ill COtlTIIIUE ITS STRONG GROIITH 
TREND IN 1982 AND REGISTER EIGHT PERCENT REAL GROYTH IN 
GROSS DOMESTIC PRODUCT (GOP). ?UBL IC EXPENDITURES 
(O\'ER 24 PER CENT OF GDP ltl 1982) \IILL COIITINUE TO OUT· 

STRIP OVERALL [COIIOMIC EX?AtlSI OH. TH E FINAllCIAL SECRE· 
TARY PROVIDED A REAL BOOST TO HO~G KONG'S POSITIOtl AS Atl 
INHRIIATIOHAL FIII AII CIAL CE IITER (SEE REFERENCES). HE 
ABOLISHED ALL IUTEREST 1/ITHHOLOIIIG TAX Otl FOREIGN 
CU RRENCY DEPOSITS AUD REDUCED THE lllTEREST TAX ON HOIIG 
KONG DOLL AR DEPOSITS. Evrn 111 TH GENEROUS TAX CO IIC ES-
S IOQS , THE HONG KONG GO VE RIIMENT 1KG) \/Ill COtlTIIIUE TO 
ENJOY A FISCAL SURPLUS OF U. S. DOLLAR J,c MILLION 
(Hl\12.3 BILLIOII 111TH All EXCHA'.IGE RATE AT USU.OD EQUALS 

HKSS , 9 011 FEBRU ARY 24, 1982). 

COMMEIIT: OVERALL, HONG KONG REACT ED 111TH CHEERS FOR 
BREMRI DGE ' S FIRST BUDGET MESSAGE, 1/HICH SHOIIED SOME 
COHCERII FOR THE PLIGHT OF THE COMMON HAN. 111TH THE HEIi 
TA X CHAIIGES, \IE EXPECT HOtlG Y.01/G' S ROLE AS A fU IID lrl~ 
CENTER FOR 11/TERNAT IOIIAL FltlAIICE TO EXPAllD, PART ICULA RLY 
VIS-A-VIS SltlGAPORE. THE 01/E IIAJOR COilCERtl 111TH THE 
BUDGET, HOl.'EVER, IS TH AT HONG KOllG'S LAR GE GOVERNHEtlT 
SHARE OF GOP Mft Y LIMIT THE ECO IIOMY'S ADILITY TO R~S?OHO 
TO EXT ERNAL ECO NOMI C CHALLEtlGES. ENO SUMMARY. 

HONG K 83121 01 OF 03 92132SZ 

2. ECONOMIC PERFORMANCE AIID OUTLOOK. DESPITE SLUGGISH 
INTERNATIONAL ECONOMIC COIID IT IONS, THE HONG KOHG ECONOMY 
D10 BETTER THAN EXPECTED IN 1981. REAL GDP GROIITH \/AS 
10 PERCENT LAST YEAR, 111TH A 7.6 PERCENT REAL II/CREASE 
IN DOMESTIC EXPORTS. THE ECONOMY BEGAN TD°SLOII 001:ll IN 
THE SECOIID HALF OF 1981 AIID SHOIIED SIGIIS OF A RETURN TO 
ITS TR AOITIOIIAL EXPORT-LED GROIITH PATTERN IN THE BEGIN· 
MING OF 1982. THE ilNAtlCIAL SECRETARY FORECAST SEVEII 
PERCENT RE Al GROIITH IN HONG KONG'S 0011[ ST IC EXPORTS IN 
1982, 111TH RE-EXPORTS UP 20 PERCENT. THIS ADDS UP TO AN 
ELEVEN PERCENT REAL INCREASE IN TOTAL EXPORTS . 6REMRIDGE 
PREDICTED REAL GDP GROIITH IH 1982 OF EIGHT PERCENT . SINCE 
THE EXl'ANSION OF HONG KONG ' S LABOR FORCE BY IMMIGRATION 
HAS NOii SUBSIDED, THE PER CAPITA OUTPUT OF EMPLOYED 
LABOR IS EXPECTED TO REGISTER A GREATER INCREASE THIS 
YEAR THAN LAST YEAR. BREMRIDGE PREDICTED HONG KOtlG \/Ill 
ENJOY A LOIi UNEMPLOYMENT RATE IN THE THREE TO 3, S 
PERCEUT RANGE OURIIIG 1982. HE EXPE CT S HONG KONG'S 
INFLATION RATE TO ABATE FROM IS PERCENT Ill 1981 TO 12 
PERCENT IN 1982--A RESULT OF THE SLO\I DOYtl IN DOMESTIC 
CREDIT EXPANSION AND THE LEVELING OFF OF PROPERTY PRICES. 

3, THE PERFORMANCE ANO OUTLOOK OF THE HONG KONG ECONOMY 
CAN BE SUMMARIZED AS FOLLO\IS: 

ESTIMATES AND FORECAST OF 
HONG KONG'S KEY ECO NOMIC INDICATORS 

FOR 1981 AND 1982 

1981 1982 
GROIITH RATE OF: (ESTIMATE) (FORECAST) 

GROSS DOMESTI C PRODUCT PLUS IB PERCENT PLUS 8 PERCENT 

l 
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TRADE: 
- D01\ESTIC EXPORTS 

- RE-EXPORTS 

- 11\PORTS 

- NET EXPO~TS OF 
SERVICES 

I NFL AT I ON : 
- MEAS UR ED BY CON

SUMER PRICE 
INDEX 

- NE ASUREO BY GDP 
OE FL ATOR 

4. THE FY82/83 BUDGET . 

PLUS 7.6 PERCENT PLUS 7 PERCENT 

PLUS 28 PERCENT ' PLUS 28 PERCENT 

PLUS 11 PERCENT PLUS 12 PERCENT 

PLUS 4 PERCENT PLUS S PERCENT 

PLUS IS PERCEUT PLUS 12 PERCENT 

PLUS 19 PERCENT PLUS 9 PERCENT 

INDUSTRIALISTS, BANKER S ANO \/AGE EARttERS WILL All BENEFIT 
FRON THE PROPOSED U.S. DOLLAR 232 MILL IOU IKSl.3 
Blll!Otll TAX CUTS . IN AN EFFORT TO STIMULATE LOCAL 
INDU STRIAL ltlVESTHEtlT, THE HKG RAISED TH[ HIITIAL TAX 
OEPRECI ATIOtl ALLOWANCE FOR EQ UI PME NT FROM 3S TO 55 PER
CEIH. THE GOVERtHIEt/T Mill ALSO CALCULATE THE IUOUSTRIAL 
BUILDINGS TAX OEPRECIATIOII AL LOIIANC E BY REFERENCE TO 
THE PURCHASE PRICE RATH ER THAii THE CONSTRUCTIO il COST . 
THE HK G INCREASED THE PERSONAL TAX EXE11PTl0tt ALLOWANCE 
FRON HKS15,000 TO HK1 20,5 00 FOR A SIIIGLE PERSON, ANO 
FROM HK130,000 TO HK141,000 FOR HARRIED COUP LE S. 
EFFECTIVE FEBRUARY 25, 1982, THE HKG ABOLISHED All 1/ITH
HOLDlt/G INTEREST TAX ON FOREIGN CURRENCY DEPOSITS. AT 
THE SAME TIME, THE GOVERIIHEtlT REDUCED THE IIHEREST TAX 
ON HONG KO~G DOLLAR DEPO SI TS FROM IS TO 10 PERCENT. 

HONG K 83121 02 OF 93 9213292 

THESE MEASURES \/Ill FOSTER HONG KONG'S ROLE AS AN INTER 
NATIONAL FINANCIAL CENTER ANO \/Ill ENABLE HO NG KONG TO 
COMPETE MORE SUCCESSFULLY 111TH SINGAPORE TO LURE FOREIGN 
CURRENCY OEPOS I TS. 

S. EVEN Ill TH THE TAX CUTS, THE GOVERNMENT'S TOlAL 
REVENUE FOR FYS2/S3 IS ESTIMATED AT U.S . DOLLAR 6.4 
BILLION (HK137 . 8 BrLL ION). OVER 31 PERCENT OF THE 
HKG'S REVENUE \/Ill CO ME FROM LANO SALES . LANO PRO
DUCTION IS A TOP BUDGET PRIORITY, NOT OULY BECAUSE 
LANO SALES GEUERATE SUBSTANTIAL ltlCOME, BUT ALSO 
BECAUSE LANO IS THE SCARCEST RESOURCE IN HONG KONG. 
OTHER RECU RR ENT REVENUE (HA INLY I NO I RECT TAXES) AtlO 
PROFIT TAX I/Ill CONTRIBUTE 24.3 PERCENT AUD 21.3, 
RESPECTIVELY, TO THE HKG'S INCOME IN FY32/83. 

6. GOVERNMENT EXPENDITURE ESTIMATES TOTAL U.S. DOLLAR 
SIX Bill ION (HKS3S . 5 Bill ION). PUBLIC EXPENDITURES ARE 
EXPECTED TO I tlCREASE BY 10. 7 PERCENT , IN REAL TERMS OR 
22 PERCEtlT !ti MOttEY TERMS. THIS MEAUS THAT THE PUBLIC 
SECTOR \/Ill GROii AT A FASTER PACE THAN THE ECONOMY 
EIGHT PERCENT IN REAL TERMS) ANO Will ACCOUNT FOR AN 
I NC REAS I tlGL Y l ARGE R SHARE OF GOP . SOC I Al ANO COMMUN ITV 
SERVICES EXPENSES, 1/HICH ORAi/ THE LION'S SHARE OF 
GOVERIHIENT EXPtllSES, I/Ill ACCOUNT FOR 39. 2 PERCEIIT At/0 
27.4 PERCENT, RESPECTIVELY, OF TOTAL PUBLIC EXPENOIT UR E 
IN FY82/83 . ltl THE OPENING SESSION OF HONG KONG'S 
LEGISLATIVE COUNCIL LAST OCTOBER, GOVERNOR MACLEHOSE 
STRESSED THE GOVERNMENT'S INITIATIVES TO IMPROVE SOCIAL 
SECURITY, EXPAND MEDICAL SERVICES AND PROVIDE MORE PUBLIC 
HOUSING. PUBLIC SPENDING \/Ill KEEP RISING 111TH THESE 
UNDERLYING COMMITMENTS. 

UNCL ASSIFIE D 
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7. DESPITE THE RAPID EXPANSION IN PUBLIC EXPENDITURE, 
THE HKG HAS NO DI FF I CUL TY BALANCING I TS BUDGET. AFTE.R 
AllOIIING U. S. DOLLAR 1.9 BILLION IHK111 BILLION) FOR A 
NE\llY ESTABLISHED CAPI TAL WORKS RESERVE FUND, THE HKG 
STILL ENVISAGES A U.S. COLLAR 398 111LL ION lHKt2. 3 
BILLION) SURPLUS FOR FY82/83 . ON APRIL I, 1982, HONG 
KONG ' S FREE FISC AL RESERVES 'IIILL STAND AT ABOUT U.S . 
DOLLAR 2.8 BILL ION lHK1!6.S BILLION), AFTER REDUCTION 
FOR THOSE RESER VES KEPT FOR THE GOVERNMENT'S CONTINGENT 
llABILITIES. 

8. COMMENT . 
~) HONG KONG'S ECONOMIC OUTLOOK IS HEALTHY. THE 

GO VERNMENT'S INCREASINGLY LARGER SIZE, HOWEVER, POSES 
A POTENTIAL PROELE11. HONG KONG'S PUBLIC SECTOR, 1/HICH 
ACCOUNTS FOR 24 PERCENT OF GDP, IS VER Y LARGE BY WORLD 
STANDAR DS. AT PRESENT, HOIIG KONG CAN EASILY MEET IN
CREASED EXPENDltURES AND STILL ACHIEVE A HAIIDSOME SUR
PLUS. HOWEVER, THE RAPID GR OWTH OF THE PUB LIC SECTOR 
I/Ill REDUCE THE HONG KONG ECONOMY ' S FLE XI BILITY IN THE 
LONG RUN. PUBLIC EXPENDITURE, 1/HICH LEADS TO DOME STIC 
DEM AND EXPANS ION, I/ILL ADVERSELY AFFECT HOIIG KONG ' S 
BALANCE OF PAYMENTS DUE TO THE INCREASE D OlMAH O FOR 
IMPORTS . MACRO-E CONOMIC RESTRAINT S DO NOT ALLOII THE 
ECONOMY UNLIMITED EXPAN SION IN THE PUBLIC SECTOR IF 
HONG KONG \/ANTS TO MA INTAIN ITS EXP ORT COMPETITIVENESS 
AND CURRENCY STABILITY. 

~) THE ABOLISHMENT OF THE WITHHOLDING TAX ON INTEREST 
ON FOREIGN CURRENCY DEPOSITS I/ILL ENH ANCE HONG KONG ' S 
POSI TION AS AN INTERNATIONAL FINANCIAL CENTER . HONG 
KONG CAN EXPECT TO GAIN FUNDING BUSINESS, PAR TICU LARLY 
FRON SINGAPORE. ONE KNO\llEOGEABLE SOU RCE ESTIMATED THAT 
IN SIX MONTHS SINGAPORE MAY LOOSE 28 PERCENT OF ITS 
PRESENT FUNDING TO HONG KONG. HE CHARACTERIZED THE 

7692 

CIAE-88 
TRSE-88 
FRB-81 
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ELIMINATION OF THE TAX ON FOREIGN CURRENCY INTEREST AS 
THE GREATEST BOOST TO HONG KONG ' S INTERNATIONAL FINANCIAL 
STANDING SINCE THE INITIAL LIFTING OF THE t10RATORIU11 ON 
BANK LICENSES. HOIIEVER, AS A RESULT OF SUCH DEVELOPMENTS, 
HONG KONG MONETARY AFFAIRS (SUCH AS LOCAL INTEREST RATES, 
AHO THE HONG KONG DOLLAR ' S EXCHANGE VALUE) I/ILL BE MORE 
VULNERABLE IN THE FUTURE TO CHANGES IN ECONOMIC CONDITIONS 
OUTSIDE HONG KONG. LEVIN 

UNCLASSIFIED 
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China H,ints of 1-1 ong I{ ong Ta eover lJouht- on Colony'.\. F11lun : 

lJclays Airport J)ccision 

n ·11 1:'1•· !' ! 

1111 ----·---·--
But WantsU.I{.C:olony 
'l'o flcrnain F'ree Port 

lly F11A N K CIIIN1: 
Stu).( 11,·µurt.-r of Tu..: WAI .I. s ·, ·111 ,: ..:-1 · Jt1IIIINAI. 

1, •. 1:, IION<; KONG - China h:1s clPcidrd 
i1:,::,: :l"ainsl 1·xt1•nding- · Britain's leas<' ov1·r 
:1i1' li !: h 111osl or lion)! Kong wlwn II 1•xplr<'s 111 1!1!17 

a11d will "recover" Its sovcrelg11ly ovl'r the 
1·11lirt• colo11y, accordl11g to usually Wl'll-ln· 
f11nr11•d s1111rrcs h<"rr and In Pckini~. 

ll is unclear 1•xaclly how China hop1•s lo 
rxcrclsr Its sovercl~ly. Chinese le:ulrrs 
have told Uritish officials and vlsitlng
Hung- Kung l>usincssmen that they intend 
to . pn•sc·rvc lhl' ll'rrltory's prosperity, 
keeping- it as a free port and a nnancial 
anrl commercial ct•11tcr.

China's paramo1111I leader, Vice Chair· 
111.111 DPng Xiaopi11g, has re1X'alcdly sai,I 
thal !long l\ong l11vcstors should "scl their 
l11•arls al ease." Bui investors and other 
rr Holli!' Kon arr v-ti · ' for a 
more ,·xplicil 1•xp a a wn rom the Chinese 
govcr11m1•nt as 1o Just how Hong J<ong's 
prosperity ca11 be maintained and ~ 
ro • he Drllish will play. 

Time 1s , , ·u 1ing out. Already, 
tlw Hong Kong government has had lo 
pledge lo g11ara11 tee all of the colony's 
Home Ownrrship Schl'me mortgages ex
trmling- beyond the expiration or the lease 
on .July I, J9H7 - less than I:, years from 
now. So far, privatr l>:rnks have go11e along 
with this, l>ecausr lht•y perceive the risk 
as minimal. ll11l the risk i~ likrly to in · 
crl'aS<' as tim<! go<'s on without a resolution 
uf lhr prnblrm or Hong Konj(s ruture. 

"The name of the game in Hon~ Kong is 
conridrnce," said .Jimmy McGregor, direc
tor or the Hung J<ong Gc1wral Chamber of 
t.'0111111c•n·r. "B11si11ess111e11 worry all tlw 
t1111e and big invcslmrnl decisions need SP· 
nirity. tr 1·onfidP111·r is to h<! mainlainl'd, 
there ls a dPf:rer. of 111xency lto rl'solulion 
of I he Hong Kong qu1•stion l." 

; ) i'. I ii 
. . . . ... ········· ........ . 

,,. 
,.. 

a~l't:1' lO an (•lltc11sion of the h•niw h<'rausc ..,,,,.,.,,,, 10 1·111•: WM .,: s·,·11 •·:1•;·,· JuuuNA1. l j ii 
"thl'y don't wa11t to go dowu 111 history as llON(i l<ON<l -Gov<~rn ,nrnt offl<:lals , i1p, 
tr:illors, Just ilkc Ching Dynasty officials." arc dclayh1J!' a decision wlicllwr lo lmlld i!:!• 
Anolhl'I' s:iltl, "l~v;:n African nnd Asian a new airport, currently c•slh11aled lo illl! 
i·onutrics will look down 011 us if Wt! do cost $6.1! billion, c•vrn lhoui:h the Brllish !!!i! 
that. .. , colony's current raclllty Is badly con· 1 'I: ii 

On the other J1and, the Chinese govern· geslcd. . .i II 
111c11I doesn't really wa11t · to Incorporate Ut1tc1als s;u(l lllcy wcrr l)('hig- can· /ii' 111 

Hong I(ong Into the P<'oplc's Repul.Jlic be- lions because of the ·g-rcat cost. But ,I l 
cause ll di~rlvl'S tremendous benefits from some bank1•rs and buslnrssrnen believ1: ij j • 
the Brlllsh·admlnistcrcd . territory • .. Hong the· governnwnl also wants lo dl'lay t11c• l ii: I! ·1 
Kuni:- accounts for between 30% and 40% 0 { . decision until Iluug J<ong's future stalu~ !!!I l 
China ·s anuual forclKJl exchange eamlngs. with China is moi·c clear. Britain's lt'as<1 ! !ii Id 
China also benefits substantially from on much of the colony's trrrilory 1!x·Hd!ij 
Hong Konl!'S Clnanclal services, its lnterna- plr<$ In lrss than l!i years. ::ii!il 
tlonal contacts and Its skills In designing, . Some fina11clal observers believe the j W H 
styilug, promoting and marketing of Chi· government, as well as commercial !!!ill: 
nc•se goods. banks, would b1! reluctant to invest so ji j U! 

much money In a project that wouldn't ·::! !!I 
E¥C,t~ so often, the suggestion Is made begin tu pay for ilsf'lf before the status i:: i !; 

lh~t Jin g Kong C'III hi' run as a srn:i:tal or Hong Kung changes. Hiill 
ccC1J1omlc znuc of China, with British "ex- .... , 
pr.rt~" hic••ci to bclp run It U11t this ap· s . , a~.,_l_':':.i ,',.l 1;,,: ,:,! ';:,: · 

pean; to., be tolollly 1m:i.ctgpt·1t..le to I..011· 

don. Though there arc likely to be cha11g1•s in'::!i, 
-·Modifications r.1ay be possible but the way Jiong Kong is run after 1997, a Hill 
there cannot be a mercenary Brllish ad- British source said, they ra11no1 be so dras- i ! i; ! 

Prime Minislcr M:1 q;an·t Thaldwr is . ministration," oac British official source lie as lo undercut Hong Kong's uscfuluess :ii!j 
scheduled lo visit P1!king and Hong l<ong said. "Britain won't be politically humlll· to China. A , icstlon is the currency \H 
in Sl•plrmbcr allCI, al that tinw, the mallrr aled," asserted Mr. McGregor, a former ti ill i I · 1 , ... , 
or Hong Kong's r11t11rc will he an Important Hong Kong government official. "They mt w c rcu ate m ong ong ~ er\! \H'j 

J N !fil!1_ . :j::: ltc•m on lhl' agcnc a. o one cxpc•cts an would sooner pull oul. . . "A hard currency is necessary for Hongj :: :::\ 
agreement lo hl' rcarhl'li al that time, hut · "The problem. therefore, Is to devise a · Kong and China," he said. "It is importantH Hi 
if the two sidrs can agree, say, lo Sl'I up a formula that will save the polillcal face of that It nut be perceived as another form ol]i!ii i! 
Joint committee ll1 study the 111al.ler, ll both China and Rritaln. Richard Lee, a renminbi (the Chinese currcncyl, becausi•ii i !ii I 
would he widely rcg-ardcd as a positive promi11c11t buslncssma11 with close lies to then It will no longer be hard." l!1Hl1· 
slcp. the mainland, hns suggested that Hong Maintaining the c•conomic status quo is\H j 

Jn London, Foreign Ofrlcc spokesmen Kong could become an "independent spe· the wish not only of China but also of the ·,, !:! 
say lhl'y don 't consider reports of China's cial zone" under the Chinese flag and that ~ast majority of Hong Kong residents. "II i\il 
inlenlions lo nigain sovcrl'i~ty as any• the Hong l(ong govi!rnmenl could be re• 1s not that Hong Kong people support colo- ,:! ,;,! 
thing µarliru larly 11t·w. Newspaprrs tl1crr, placed by a "governing committee," with nlalism or like lhe Urillsh, they don 't," i:;i! 
huwrv1•r, ran r,~porls suggesting China was a rotating chairman. He suggests that a said Mr. McGrrgor or the Hong l(ong HH 
making an early allrmpl lo slake oul ils Chinese can sern! as chairman for, say, Chamber of Commerce. "Uul they arc i!!!,i 
Hong Kon~ nrguliat.ing position prior lo three years and be succeeded by a British pragmatists, so they prefer the continua- f!!:H 
Mrs. Thatrher·s visit. chairman for the next three years. tion of the status quo, economically speak· iidiii 

The Foreign O!firl' dec li111'd lo com- Actually, a draft of the new Chinese Ing." ii!Hli 
menl 011 till' f11t11rr or lhe lease, b11l British constitution, whit.II Is expected la be "It Is a nettle that has to l>e grasped," l!li!ii 
om~~ s-~1~ the• Chiucse have ;~<I adopted lall?r this year, provides for the ' said Mr. McGregor, "and actually It's not jiii} 
the al'. J illl'YCI" is cl<'dclrd the w111irr sclli11g up or ":.pc.:ial admluistratlvc re- a very prickly one. Deng Xiaoplr1~ has :!Hi 
of..lloull'.-Kong ... wiil he pn•served, ~which car:·-nave llicli ow11 sncloeco- shown himself capable of tackling a lot or! ii!ii: 

One source close to lhe Chllll'SC govrrn- nomic and legal systems. The rovision prickly Issues. He ls . a statesman rather jiiiH[ 
menl explained lliat China's leaders cannot wa~meanl to ap;>IY to Taiwan~ lhcr~ls than a politician." . . Hi Hil According to Mr. McGregor, the sense 

of urgency is dictated IJy the fact that 
"w<''ve moved Into the 15-ycar critical pc· 

i:::,· !i riod" and "financial Instruments are 11or· ' 1tii: ! ilil' !li il!J'I 1! nrqnr; lll!!'l!!?j'.l!lj 1:J 
:!!! lji!j mally ddincalrcl in 15-year trrr11s." !:ji! J P, H! jji · ljij;lj I ,jljl ii!1!'il jli 1 

!ili iill1 '"lh~,r~o:fd~-~1~~0 ~c~~~ 1~11~~~ ·:~;r r:~~~ l!,lill! 111 1111 lil iii1!111:,I i:l,!,!i.!li,1[1!:,:,!i! 
'ljiil lil I 1r1: 11 r /ij I 'Ii I 111 ii ! I/ 11[11 11111 111111 iii Iii !if!ill1lil1i!iliiill!i!!i!!lll!ilililiillil 

-- " "' 1'1 I' I , n-rn?' Tll''F''!["j1~:1Tlf'fT'''" ' '::'::!'!:!!:: :!!d!:: !i 

i
1
11,,111 11·t1,:,

1
1 11!111111',111·1,,l),I i,it,ill 1llll!!!llillllillililii li1ill!liili,llllii!l:lii lllllllli!III!. l,!i ill. now." But, he warnf'd, this can changl' !,,· :; ; Ji! jj! IJ'i !jil' il 11:;:i:!i ii:li! Jlii\l raµidly and ran become "like a run on lht• !:'.qi i,i.j! j 11 !1 i j ! ,1·1l iii! !i, i!i! ,i 

HH !1!1 ha%~' cnmesc pnvately have told lmpor· j :i!/i!1,!li! id (iijil ! Iii 11 :ii ! lil!)Jl:i:l:! 
:!\iJ:ii , _tant British visitors lhat _~lna's sov_er_· i!:: :!l:i: :' ,i: iii.!,!, :i!,:!!!i i!d!i::i,i!:iH 

• .,, ......... ·....,:,1,1,.:,·,..i,,. • ...,.,\.k, ";.• ,;.,t..,;L..,, , ,, ;.;,..1,;.;;,,1.,.•,.:.;.,,..;.._..... ldn1li,:il,1,l ,llll!il.! !11J. !Ji Ii!. i!:dli l,n!ll1!lll1llillUililll!!lililllllllilllll!1l!l!ftll1t!ttll!ll!it 
mM~I"\".:"'<"'.--;, :.-!'\~, .... , .... ;_,:•.•• -!,, , ,:,,•, .•.•.'•:••,•','•••,l- ..... i.4,.__•.~t.,..1'1'.,l~ ••""-•"+'-1~•-..'. ~.i....:.•,..~·,.-/'(.,.~,,;.,,;_· -•._ . ...........,.:.-lo_:..,.,......._:._;.•-•• ·~ 
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from his instructions by successfully demanding both a treaty and an island, thus securing 
. Hong Kong. In addition, five Chinese ports including Guangzhou were opened for trade. 

The commercial treaty was embodies in the supplementary Treaty of Humen (Bogue), 
October, 1843, by which the Chinese were allowed free access to Hong Kong Island for 
trading purposes. 

Lease of ew Territories 
The Second Anglo-Chinese War (1856-8) arose out of disputes over the interpretation of 
the earlier treaties and over the boarding of a British lorcha, the Arrow, by Chinese in 
search of suspected pirates. The Treaty of Tianjin (Tientsin), 1858, which ended the war, 
gave the British the privilege of diplomatic representation in China. The first British envoy, 
Sir Frederick Bruce, who had been the first Colonial Secretary in Hong Kong, was fired on 
at Dagu (Taku) Bar on his way to Peking to present his credentials, and hostilities were 
renewed from 1859-60. 

The troops serving on this second expedition camped on Kowloon Peninsula, as the 
territory's earliest photographs show. Finding it healthy, they wished to retain it as a 
military cantonment, with the result that Sir Harry Parkes, Consul at Guangzhou, secured 
from the Viceroy the perpetual lease of the peninsula as far as Boundary Street, including 
Stonecutters Island. The Convention of Peking, 1860, which ended the hostilities, provided 
for its outright cession. 

Other European countries and Japan subsequently demanded concessions from China, 
particularly after Germany, France and Russia rescued China from the worst consequences 
of its defeat by Japan in 1895. In the ensuing tension, Britain felt that efficient defence of 
Hong Kong harbour demanded control of the land around it. 

By the Convention of Peking on June 9, 1898, the New Territories - comprising the area 
north of Kowloon up to the Shum Chun River, and 235 islands - was leased for 99 years. 
The move was directed against France and Russia, not against China whose warships 
were allowed to use the wharf at Kowloon City. There, Chinese authority was permitted to 
continue 'except insofar as may be inconsistent with the military requirements for the 
defence of Hong Kong'. However, an Order in Council of December 27, 1898, revoked this 
clause and the British unilaterally took over Kowloon City. Some desultory opposition 
when the British took over the New Territories in March, I 899, soon disappeared. The area 
was declared part of the colony but was administered separately from the urban area. 

Initial Growth 
The new colony did not go well as first. It attracted unruly elements, while fever and 
typhoons threatened life and property. Crime was rife. The Chinese influx was unexpected 
because it was not anticipated they would choose to live under a foreign flag. The 
population rose from 32 983 (31 463 Chinese) in 1851, to 878 947 (859 425 Chinese) in 1931 . 

The Chinese asked only to be left alone and thrived under a liberal British colonial rule. 
Hong Kong became a centre of Chinese emigration and trade with Chinese communities 
abroad . Ocean-going shipping using the port increased from 2 889 ships in 1860, to 23 881 
in 1939. The dominance of the China trade forced Hong Kong to conform to Chinese usage 
and to adopt the silver dollar as the currency unit in 1862. [n 1935, when China went off 
silver, Hong Kong had to follow suit with an equivalent 'managed' dollar. 

Hong Kong's administration followed the normal Crown colony pattern, with a 
governor nominated by Whitehall and nominated Executive and Legislative Councils with 
official majorities. The first unofficial members of the Legislative Council were nominated 
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OVERVIEW 

A game of loss 
f ____ .._ __ e ersus 

.. For the time being, we continue to prosper. 
"Don't lose your nerve." 

- Sir Murray MacLehose 

After 10 years, out-going Governor Sir Murray MacLehose 
leaves behind a British Dependent Territory more 
prosperous than ever but which is still caught in a political 

web spun by the quirks of history . It will be a difficult task for his 
successor, Sir Edward Youde, to ensure that Hongkong main
tains growth with stabilitY.: the economy is subject to vagaries in 
its overseas markets while the local people hadly need a com
mon cause in order to live with the political uncertainty which 
hangs over them . The New Territories (NT) lease has only 15 
years to run . But Youde will be assisted by two trir d and lested 
advocates of "po~itive non -int erven1ioni sm~ in econom ic man
dgement, Chief Sec retary Sir Philip Haddon-Cave and Financial 
Secretary John Bremridge. 

For his part , the new governor (an old China hand) will be 
much called upon. at least by the local population. to untangle 
the problem of the NT lease . After 140 years of British rule, 
Hongkong now has at least 5.2 million people who know they 
are much better off, politically and economically, than their 
brothers across the border. One can hardly blame them if they 
do not want to be governed by Peking as that prospect, from the 
present perspective, would mean a change of life-style. . 

The scheduled visit of British Prime Minister Mariaret 
Thatcher to Peking in September will be the next focal pomt of 
1997 concern. It is very unlikely that the lease (l{lestion will be 
rei-olved during her talks with Chinese leaders, according to 
British Deputy Foreign Secretary Humphrey Atkins who sug
gested. after a visit to Peking in January, that "another step for
ward" will be taken. 

What would constitute such a step?:A definite date for starting 
negotiations, which would allow all three parties concerneci to 
prepare their briefs? What would happen in the meantime to the 
Hongkoni economy, its stockmarket, property developers and 
banks which have financed their projects? Would heavy, long
term infrastructure commitments by the Hongkong Govern
ment - a new airport, massive new container port. further ex
tension of the Mass Transit Railway to Shatin new town - help 
calm nerves? After all, the British Government has already gua
ranteed a £918 million (USSl,732 million) loan to finance the 
construction of a coal-fired power plant at Castle Peak in the 
NT. the final repayment of which is due in 2002. 

Would a British-Hongkong-China plan to build a nuclear 
r ,,we r pJant in Guangdong province he sufficient prnof of good
,, ill and honourahle intentions towards Hon~\..ong? Wi ll a prop
mal by the China-led Mighty Ciry consortium to develop a pri
vate new town in the NT for 500,000 people - when approved 
by the Hongkong Government - be far-reaching enough to 
calm investors' fears? \\Thy indeed would Chinese corporations 
want to part icipate in such a long-term project when there are 
just as many such developments heing planned in the special 
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eoonomic zone (SEZ) of Shenzhen? . s~d: ·.·11i~;'e:' ;;.u ~ -~o··;n;.o,;-chment on grow :::- -On an even three-legged stool. 
There are no simple answers but plenty th"e propnet.a.ry' nghts ~nd_1awful right of Hong'k'ong's '"continued prosperity last' . 

of straws 10 chew_ on. There ~ave been __ inheri_tan9=o~eq:,riva~~prope1.)','b_ouses, year resulted io a'n HKS18.5 billion · 
rumours from Peking of a spectal ;30-year .laod· an·a enlerpnses or oo foreign mvest- ·(US$3..19 billion) visible trade g;ip in Chi-:. 
frirndshiptreatybet\\!ien Britain and Chi- ments,".'. · ~:. ~~ >- ·. ·: _. \ -_ · :. ·, ~~ . na"s'fav~>tlr -=- up from just ·under HK$8 . 
na which could p rO\-ide ·another platform Hongkong~ in · order . to: .continue to billion in 1977. M.:tcLehme told c1 gather= l 
for 4i5.cussions. OD the Jeasc. A Reuter pros'p'er and run 1ose its nerJe, needs to · in_g of local accountants last ~ovcmber: ' ~. 

. · n e-wsagency report 'from Peking iri Janu-· :t,ave:its role in Quoa's modernisation de- . ''.Enterprises with China must be based . 
31)' quote ao unnamed senior o fficial as fined, beyond what enterprising compa- on mutual trust father than enforcc.:tble ; 

• saying that Chir.a·would m2ke proJ.?osals trims are already acting out in Sheru.h·en. contract which maies for diffi culties for 
oo the fu ture of Hongkong "in _good time On~ such 2.n appropriate solution is writ- conscientious lav. }t rs .:t nd .:tc.:wunta nts. 1 
l-cfore 1997. " When asled if there might ten out through consult ation, Hong.kong's The more Honglong businc~ mcn cd n in- . 
be a friendship .treaty, the official replied: survival, politically and economically, will vest in China and share their e>..pc.:rience of · 
"We arc discussing the question.~ He reit- be in the hand~ of its own people. ·-..:, ·- · manufacturing; mana~ng .:tni:! marl-eting 
crated that an -appropriate" sol\)tioo · • -- · - .·-. ,._ ·- : • .-y- •. .r ,-: :.·: . . with Cbinese au{honties, the healthier 
would be found through -consultation... . acLehose'i advice fo bus-messinen . w~l be Ho_ngkong" s role in China's moder-

A 30-year timeframe for Hongkong to '- or was it a plea'?- not to lose ·nisation programme.with .aU_.the signifi-~ 
evolve into a special Chinese economic . their~ f1erve stemmed from an · .c3:nce this bas for Hongkong's future ... _ , 
and administrative zone is not too far- awareness that a solution to the 1997 ques- · : 1Toe mutual trust bas been established'. 
fetched and need oot'nccessarily be seen •·tion "Yhich would 'best serve the interests )>y·"·~y° of US$400 million\vorlh of iovest•:.r· 
as buying time for capitalists here. The of Hongkoi;ig, Olio a and Britain, can only ment rn Olin a 's SEZs, most of i1 concen- .. 
British would not be selling out Hongkong be reached if the·triparti_te relationship is .trafed 'iii Shenzhen; 720 agreements on·:· ·. 
if they were <:<>mmitt~ to hew.~~~local . not . shaken _by_ either.:a. collapse· qf the · projects have been signed, according.lo .' 
people read1ust to a new ,ctentity. The econdmy.or~ooal unrest m the dependent the Pekin_g Review, of which 548a'ie in op:'" 
Chinese would not Jose face by qince4ing territOI'3/. · Any sharp fall could pre- eration. The· !"ajorit_y . o.f these are 'for.; 
th t it ~ould take that Jong for compa- · cipitatc; British or .Chinese action which three- to five -year terms. with an option. 
u:10~ here to kam to live alo!1sside_ a __ so- w-o~ld_ erod~. t~e·' inutual_ity of _interests for renewal, hut at least one'- to develop .' 
o ahst economy, thereby. givmg famt: l"h.1ch now ex1sti' :-;-:: . and. CO!)tmues tg a 30 sq. km. new town in Shenzhen -JS , 
hearted capitalists time to establish roots. · · · ·· ' - · · :~ .# •• - • ::"1-" · · ·· · for· 30 years. . · ~. -:. , , : ~ 11 : . i· 
elsewhere .. lo the meantime too, stay_ers· -:'"" . . •. , • .• -:. , ~-: ·.~--,. •· , .... .. --:--, The· cordiality of day-to-day'· relations : 
could help cleaQ up the present .. ugly face Mary Lee wrole)his FOCUS except for . . between Hongkong Chinese ( compa-
of capitalism" - a phrase used interest- :: • The Quality of Ufe contnbuled by · ;: . triot) inve!;tors and representatives of 
ingly by Macl.ehose (not Chinese offi- · .,( .._ t ~ Harry Rolnlck . . .:.'-;: ·. ·•.• state-owned corporations in She oz.hen is 
cials) in reference to .. excessive specula• ' · ' . · ' - :- · · · - ' very evident. The Chinese representatives 
tion _in teal_ est~te and some _s09ally dis- take· great · pride in displaying foreign 
rupt1ve transacllons." · · , • equipment transplanted by Hongkong in- , 

Indeed; if China were to ·extend . to ON OTHER PAGES . vestors in the mushrooming factor:ies in 
Hongkong the &ame terms Marshall Ye Shenzhen, w'bile the compatriots no . 
Jianying (chairman of the Standing Com- The Financiers ------- 48 longer hesitate to voice dissatisfaction 
mince of the National People's C'.ongress) The Workers 51 over bureaucra tic processes or poor pro-
offrrcd 10 Taiwan la. t Scptemher - that it The AdminiSlratora 54 duction . H on_gl; on_g technicians posted in New Terrnories -t-c an .iutnnomous ,pccial admi nistrative New 1 , .•ms _______ 56 Shenzhen to train and oversee produc-
z.,,nc retaini ng con:,ol of 11s armed forces Devel.:1,-,ment _______ 68 tion ma) miss the mod-cons hut arc rhecr-
and socio-economic system. including its Toe Budoet _ _ _ _ ____ 70 ful about helping out. "At least, I'm sav-
wav oflife and erohomidcultural relations The Belongers _______ 73 ing money while J"m here." a young Hong-
v.ith foreign countries - the mutuality of ~. The Quality of Life 76 kong supen-isor in a milk factory said. 
interests would be preserved. Ye also t;~-:;~w:-:;: __ ; •_-_, ... r-..-w.ao._'""'_t°"•-. A year ago. the Fedcratio°'- Qf Hong-
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\.'":ii; Jnjt:str:es (fH 'I) es1 a ished its 
Hor~l c,ng-China Industrial Cooperation 
Committee to coordinate mutual inter
ests . Industrialist Allen Lee, FHKI vic:e
chairman, told the REVIEW: ."We're 
organising trips to China to see '?"n·at they 
"':ant and whafwc·can do to fielp." FHKI 
wm be lcadiri"g""'six such tnps for "speafic
sei:tors. of Honglcbnf·s ·m·amifactunng ln~: 
dustryin-1982. rHKfjscomplemented jn-:= 
its 'endeavours b'-'. tlic! Hohgfong General 
cnamlierof eon-:iiici- ·0una'Cominitfee 
which'focuses on tia~•~~ti..• 21:1~ 
1 :Aslccd n the NTle"ase·is·men1joried "in' 

H onglc?iig indusf~ali_sts~ uis~~~ip,ns .~f~
tpe Chm~sc.. Lc:e :~~1d_: :::Nobody. knows 1 

what's gomg to happen; bu( I thmt the:1 

Chin·e e have finally understood our prob-;'1 

Jem: They used lo say '199J-is still a 1ong . 
time away; but now they understand tha~ 
Hongkong"invest.ors are loo'k.ing for"Jorig-= 
term prospects, not a quick buck."" -· 

., . . . .. : _,. : . ;_ .. ~ ~.,, ·,' . •' . '·.--:. 
1 .ut despite the fact that compatriot 

in est.ors and their Chinese friends 
are now carrying on as if the only 

' problems involve management of produc: 
tion .and availability of skilled workers., 
1997 is of concern -'-;-and not onJy to inves
tors. "Poll on 1997 issue sho'.NS majority 
snub-Chinese rule~ stated a ncadline in a 
college· newsparer last .December,. -The 
methodology o the . poll. conducted by. 
students of the Baptist College ·commuru
cations department, may be open toques
tion but, on an jssue. as basic _as this. it 
wp uld be _petty to debate whether the sam
ple was sufficiently representative of the 
5.2 million population. · 

Only 2% of the 1,441 respondents said 
it wa~ hest for HongJ..ong lo be returned to 
China when the lease runs out; 66% de- · 
sired no change in Hongkong·s status after 
1997; 11% said the territory should be - ~ • · • "" :.... ,!; ,Cu•--- - ~ · · · · ·- · 

jointly managed by China and·_Britain; THE FINAN.CIERS~~t.4~:¥',j~ ~- ~/~)_1·,.;~J~/~:.it~y;'.:,1~;~~: ;· 
a11other 11% suggested thaf J{ongkong . . . -. .· ~ 4 iJf ~~ , ...,.. __ . ..: .. 'F , ... _,... •.. , • • . ,. _ . .. 

~~r~~,j~~;t £~h!;;~{ £~~ C~i{ :; :i";'i~if (i?!!~at~~~;' 
and the ·rest were undecided. (No one sug- -:;··~. ;u,:; _-,, 1.. "1/ ,!l.! :/4...~-:-,P. ~i~Y-~! ~• _ R ..::,.-!:t! ·;;.>.!lJ.pc~-~•-x.;!J ! , 
gested the Hongkong Chinese.~hould or. °! • -::!,, ~~•:.fr,#·..:~)C: •;.;• . , ··::t·',;~ · :f;i ! _; :iu,\;iF"H s£ -:illi~"~".l, ·a,., i1'1fJ:~\~!l~!i~~~i~ 
could run the enclavc..themsclye~.(>(:rhaps · ·.--.,.r•ri-:.- • · -;'.i", , • · ,-~i..a,.-~Q'~,.... .,.,.,4i'••-. · ~: .;E:; .:.! .:.;;' +.. -~ 
nobody dared). '-:i-~·~·.: ;. Jr:..; •a; i:-"~ : -, .' ., .....,....._......., •· ;,F•a,_J. ,· _ _-.jir · 

The students' poll will_y_ery lik~ly.bi; fol- .... : .. . .: -•.:. .,.. , . ;.. ~- M •••• :.. ••• ,J .. ... , .• .. ~ , _ 
lm\ ed by others sponsored by • ·private - · mericanoanker Kent de M. · I:rice would vitia.te the interest rate" gr 
groups of conce1nt;d citizens. But even is a firm advocate of fri:e'competi- :- .. 11 may be in the int rest of ome 
within these groups, there is often bitter ·· ti~n in ~fon~~_ong. His cause is,-_not .ici" &ee that system per;pciuated,~ 
d h:ite about thi: wisclom of. pu~icising as tautologous as 1t -sounds: he feels the said., "bu~ I don't think it's 'in the· . ·• • 
the obviou and causing Chinese 1.~ad~rs.a Mstructurally weal:" domestic banking sys- of the Hongkong economy. - The • 
public loss of face.. : .,;;- , · .. . tern could do without-the inten;st rat~,re- ~ate a~cement also encouraged. 

What if the Chinese le;id_ers_._got an- striction on deposits · of : fess ·. gian dine -of the Hongkong C,ollar a 
noyed and decided that -the comp-;itriots HKSS00,000 (USSSS·,034) ana that the big whole basket of currencies (the 1 
should he educated in socialist principles? local banks should encourage the develoP: rcncy's effective exchange: index fil 
Then again, thi;re arc grpups like the new7: ment of a commercial market:...-, · --•o.::s _. lowest point [81.5] last ,Septem 
ly formed Hongkong Prospects .Lnstitute . The recent re-structwing of ,the banklni · subsequently recovered .as . the :i11w;,..,""'"....:.-,,!--
headed by Prof. ,Lao Yung-wai, l! reader system - freeing deposits with banki.; of rate differential moved in favour of 
in philosophy at the Chinese Universit¥ in more than HKSS00,000 from the interest cal dollar to end the year at 85.9).i. 
Sh:11in, which sincerely believ~ "there 1s a rate agreement , the creation or a new tier Depositors and large local banks. 
need to !:lunch a non-violent social move- .. of deposit-taking companies (DTCs) -, is claimed, were converting Hon~J.onr · 
m, nt to tell Peking that Hongkong people t a '"retrograde step ." ~aid Price, Citih:mk"s Jars into sterling in order to en JO)' tr, 
,. 1t IP m:1in1 ;1 in thr ~tatu, rnH1 in order to - senior vice-pre~ident . ·'The intcrt·,t rate interest rate differential bet" . l!n tl\,..,. 
, , :t rnue to!-,~• u~.-ful to Chi'na ." lt ,,,,,i ll be i ag1ccment docs not pay ~m:ill dcp,>~iturs currencies. At the same tim:::. the ..,... 
'\ , ,udt: "s 1:i~t..., th!=n, 10 guide Hongkong's .. "•.~. market value for their money. The local kong dollar was declining so they 
a. piration~ tt~,\ards 1997 in a diplo- _ banks \\-ith a large distributive network making capital gains on.the exchan~ 
matir way. " ithopt causing loss of face for want to protect their low-cost deposits and tern also. Such currency movemehl5 
China or loss of nerve among com- arc ·also not encouraging the dn:clopment bound to happen when_ banks' ..d 
patriots . [i) of a commercial market be,ause that rates were lower than the inflation 
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· P:,r.h , 1. >\.''. :n·1 n.!\c 2[• .::1:, Jr: \ he
cau~c •! ;:: :;,c:n 't th:: J:::1;,,,11 . •;1;rLJJ C 

that m 1kc:-s_ such long-tn rn lollnS pru
d c.: nt, - Price ,aid. Why didn't Exxon and 
China Light ~nd Pov.c:.r (the par1ncrs iq·, 
the Castle J:>eak project) issue long-leflll, 
bonds? Th~. _gidn't . because there's no.., 
market here ,in Jong: term 1?onds. Castl.~, 

. P~a~ .~uld,p9Jy ~ ~9_a ?andful of play~ 
crs to raise the money 1t needed." •~)I;· ,~· 
:·::_Me"r~hant , }i~~kt;~· C~ffrey '.B?mei_~ ~i 
"Baring Brolliers Asia Ltd added: '.'The t~, 
. cal c'.apitai'ji,arlce( may~~~(~' ~fry jop~ii::' _ . 
fi_aited, bl!t it)_very large,:v_~ry_!lC:~1yi;,!nr -
v_efY. frC:e!;)_t ~(?uld, ob~ously _.~ss~ -~gff :. 
business developmen t efforts if c.ompam~, 

. tqok ~ wphjsti_cated _viey., .. of their as!-et a·nct; 
liability structure because if they di~, then} 

· they could call upon_ a whole range of fi-.; 
· nancial iqstf\)ments whicb are meat an~! 
d rjnk .~o. U\~ ? .mf!?1a.nt h?~~\ "~ ,. ·:: · H 
f j;- ~-. f f'-Pt!~ 'r ~ ': .-:•../. -:,1--1 

he techniques used to raise money 
or: huge projects are going to ~ 

inadequate, Price argues, as more 
_and more long-term projects are under
taken in Hongkong such as futu re exten-, 
sions to the Mass Transit Railway and an: 

· airport to replace Kaitak: Even so, things' 
; · are ~::'hanging~ slowly ~ ·because of c.om-; 

pefiiion .. ·: :.. . ·. · :. · · - ·- - :· ··• r.: 
Said Price: won the C astle Peak deal;- · 

one of the large banks chose initially not ID 
be in it, but there were others who stepped 
up. Three or four )'Cars ago that would. 
have been ' impossible., Only _one .. bank 

. would have set the pricins and the . 
customer could -either take 1t or leave .. 
it.~ 

The competition has co,ne from the en
try of 47 full 'banks and 117 DTCs in to 
Hongk ong since 1978. Total loans and ad
vances provided.in Hongkong by the 121 
.banks and 350 fin•anaal institutions stood 
at HKS'l 75. 7 billion at the end of 1981 - .. 
ari increase of 216% 'since 1978. 'Another 

(The;d ~a~ ~ outflow of HKS8 billi~n as '. 
a$ainst an inflow of HKS3 billion in for- i . 
c1gn-currency transactions lastyear.}. ::: : 
. The inter cs( rate agice~erit has encour-

j . financial ' instru.ment,_,(?.!rtµicites of De- . . 
i:- .J:<>sits (CDs), has_alsq pro~,f~!ated.).:fong- . 
h.: _k"ohg !lollar~ol!tstandmg m D~m1>er 
},, . 1981 , amoujrtdl #\<?./~S~-~~ o_illi~; up 

·aged a mis-alJocatjo~ _of_resour~. ·7e°Q- ~ l : 
pie have been puttmg money mto the , · 
ste>4 an~ property .~ar~ets. b~use, :~ · , 
long as deposit rates were no ,nore or_lC?~- I 1 • :..~'...:L""-' \ 
er than the inflation rate, it mirdc sense to . • · 
h 'rrow all you co1:1!cf':a_n_d- put ·•t~el~- . [ 

·he re/' Price said: , · _; __ ., ·., :J . :, i . --; . '. :. 
,1 '" • , .. "!: •,":, • • • .:. ::• .,-... • a 

oreover, the deposi tor has subSJ- : '· · 
dised_ the borrower, particularly I ::- . 
ocal . indust~alists, .for : so long } :··. • _ 

that when interest rates were . forced . - 'Citibarf/t's1'rice: Many are •intimidated.· , . 

· _from -~1.9.fi'"~pn.a y~t ago. ~!t., . ·,_:,.: 
: > The govemtn~eot~s de6sion to Tcplac:e
~thc Exchange Banfs Association"y.ith .the , 
statutory Hongkong Association of Banks 
(HKAB)'in _ early 1981, foll owed by the 
creation of new Jjcenccd D TCs (merchant 
banks) \_1/as a way of controlling future 

. rapid expansion of <:i;edit er at ion. The in
tense competition . for ·Hong ·ong' dollar
deposits had resulted ii} hanks forming 

to go !JP-.- the Hongkong Bank's best 1 ; ·. ,1 ., , •.c ,. · · • · 

~er~~ ~~~ (kt~~:~ an ~l!n~fuciu~~! j tn~t;ruderit-~g~~~t;:~~/~pital f o~~~ -
were demanding ··cheaper loans. '_'Cer- · tion on over_-dra.ft.s. There has to be an 
tain banks have :encouraged industrial- 1 adequate infrastruc:turaJ base ano capital 
ists to :use the overdraft facility to bor- , market '. to' ,support'economic growth. ·If . 
row money,,. Price said. "That retards l Hongkong achieves ·a nominal 20% annu:·. 
rather '.-than enhances domestic capital ' af Jgrowth •in the 1980s; the economy will 

. DTC subsidiari~ to get around the inte~- . 
est rate ?agreement .. The ·three-tier struc
ture pf , banks, ·11icensed: and registered 
DTCs will put •· the wholesale money 
market 'ousincss oack in {he hands of the 
banks (whose activities are !-ubject to clos
er supervision by the authorities) . In order 
to allow bTCs which had been dealing in 
the wholesale monev market to continue 
in business. tht ·1iccnccd DTC categorv 
had t0 he created This ~r0up wi ll , togeth
er with hanks. he the l>nh i 1s:itut1ons 
which can take deposits of H.K$)00.000 or 
more for three · months or less at market 
rates . The third categor)', registered 
DTCs. will be restricted to HKSS0-
500.000 deposits for three months or 

formation . Industrialists should be bor- double every five years . ., , : · · 
rowing on term-loan hasis where they ·' Price:- cites the £918 million (US$1.700 
a,c- f0rc·l·d to pa_y h;ick H rn1 «m amou nt million) syndicatld loan rep;iyahlt: 0ver20 
o~ nw o1 -~ C\I.TV _\'l ai hL,.iu".: ,L.11 turn ,cars for a coal-fired r0wcr pl:mt :it c:":istle 
debt into equity, . But when our indus- Peak sig.ncd last October as an example of 
trial c~tomen; ask " ·hy they should take the weakness oft ht> domestic financial sys
a tcrm01oan from us at long-term pricing tern. Citibimk wa~ involved in all five parts 
when th t>y can get it on an o, erdraft basis of the loan, including two Hongkong dol
from our competitors. "c can only say it's Jar packages tot :illmg HKSl .25 billion. 
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• t ... t ..: q u ~1 ~ '.,\ .! .. . ! , ' iTl ("tU r r=: ;'t ,- T 1- e, ... h . . • .. ) , ... t r ' l. J l . , ~ _\ l · • ~~ \ !. l) 
.... \ ,h \'( .· ' J ,·n•.i·c "-L c,Jn"t. n . ..- I ·er · 
c:,: r"tc :; 0 a, -r:nl h;,~ loecn cro-:( ! <u, :,c 

r re . Th f. :-l c·.,:i! DIC 1: :11 c·~ to he r::ic;I three ) <..<ifS any"-a~ hy :'ic !iccn, Ld 
~~, ·.j u~ kr :l.: nc'.l ~) s1 , rn :n Ft hruarv ;1 nk_s · h ccdom to r-sta fri.h DTC-s 10 ta\.e 

r-n .. ,· Ci:·~ . \ er ~IJ"o ~H eu " -..:r . .. :·· .-.sl 
<ia:iv ; ,:<. h,~·"' i;: ;,l di the l .. ,d of' u 1. \ 3V· 

ing ,l ;-:,sits .. n c, unlt:d to ~8°-o of h>'. al 
~anl deposi ts . 

\l.t:nl IO B.:ring Brothers A sia, Canadian ~u.h dcpoc;its at ma rk.et rates. The iO\e rn-
Eastern Fin,mc.e:Jardinc Fleming. KJe in- rne nt doesn't want to !>Cnsp the interest ut while the debate continues as 
v.ort Ben!>On, Nomura International, Or- rate agreement just lil:e that, but there's a to whether the government should 
ion Royal Pier..on Hcldring and West LB dear trend of event, indicatingit will fade have waited -io find out firstly, . 
As.ia. The .aholition of the"foterest rate away to noughL" . .. • • - : . • · what proportion of Hongkong -dollar ; 
agrce'menfon deposits v.ith banks exceed- · Until it does, however, th; ~ali~e~~-. deposits were in large turns and, in ad.di- - : 
ing HKSS00,,000 does"not affect lhe"corn~ ,tor will be disadvantaged as interest oii 1:ion:: their · distributio·n :'among : banb·,
petition between' licence1, P,TCs and .. savings . deposits"i'emain at.10'¾,··.:.:;But in and 1iccnse<l DTc.s; ·.Finincial Secrewy·, 
l>,~~°¥,s,. Sb~itdh.BD~~Cef~iJ{~~~ ·tiforob:~.~ -~~ 'markets -~-o~~~-~thf w'?r!d:i.-;_ J!~~tt : !ohf ~rcmndge:--m• ~ ;-~t. budg~_,has f . 
~1c wit e ~ , su=101ancs o an=, .-said, .. t):ie. big depo_s1to_!. en JO S"-utore be- m_trgd_ue:ed ~er Jibefa!is;i_fio~ · to_,:e_n. ~ 
,µ,~:\h3;.n:,.Jo/o':,§( piJ~d.{' sHs c.a'.rc:' 19 -nefits than thesmatr'one~ •~ " Jf _couras;e ~e wo~ oJJi~~gkong asan 10- t·. 

" . amounts wfoch areless'ffiant~soo,ooo. t .JHPlCJtJuio~:0-~b~tpropoi:fi§nJ?Uocal ternat,o na1 financial centrer As of Febru- -
We ·c.onft.riuey ,,-com~te' .out. with. the cui:rcncy tlepos,ts with bants ·.a.nd DTC.S ·:-ary 25,, tax_OJ)intei~st ~o.·f~reigo:91rrency, , .... , 
pan~ l~~m~lyes: ; ·; : ~; .. ,' ,;;~;;~;i. ~r, :ar e in tra .. nches of HKS500~000 pr more. deposrts with.~JJ. b~!_lks ,..J1ce~sed and regis-J . 
11 .~Ineverthoughtwcwou1dhavethemlf / "Sup~sing if was· 75_%,?? "Baf!)ett said; tered DTC.S-:.was scrapped~ while tax on · 

· ~opoly_~n. de~i~/o~ '!.~:Y Jo~it~use "the in terest iatc agreemerit isa thing of Hongkong j J6Jlai deposits -was reduced ;· 
-----.- .- . -.-,.-. 0-_------------.,..-_,"? _ _ ·~-----·-•-•------- --:--->--~_. __ '--.1' from 15% fo ... 10% to discoura'ge wide< 

· ,._ spread · Switching from· thC latter to the :· ... iit'siifl1.it~-md~tr~st·doe~·ta1::\. _f~~i:i~~re~;:s i!ir~~~~~~ ~:~.r 
• ; ~ · . :-:: . : :. . •• • -· 0• • ,"-J':,. • · ~ ·;:; , · :· ,, --;-·,~::4 :·,,r-::!··:.. :-' ·-:..; ..... ◄ ·} u·ntried a nd somewhat untidy di mension~ . . ese I ust . o .. ~. ~ to the·well-tested 1isc.al balance of our w , 

. . -~ I , 4 • , • • system," Brem ridge . aid , adr,ing that "if . 

, 1 .. --.. .• ~ .. ,. ... '::. 
. : -.r . ... ·. , : 

-~> . ..... ""_ .. - - ~ ·-, 
• · - t.~ ;;,.~1.,,,- • • "' 

·:-~ ~ : - _: -:~--. 
-~.::. _ ... -.. ~-. ~ ~~~ 

... ~ - -_ • !. 

·;; ·• .'" · • they were unduly exploited, we shall have · . 
, .:: to ·consider whether the loss to revenue ;,· · 

· • J - (estimated at HKS400. million in 1982-83) , ." 
'"' 1 . , 

· is still justified , ·or whether we have begun · ·-
-;"Ft'-(,. to pay too high a•'price foi:._ thc ·econqmic i. 

• ~ · advantages gained." ·.,· .- .-· ' - . ·- . ; . . 
.)d~: ~ .· Pressure from HKAB on , govemri';ent ;. 

· to abolish the interest tax was strong and : ' 
Bremridge eventually accepted the banks': 
argument that ... we could afford the loss in~ 
I revenue J yiel~ and that the· enhance- _ 
ment of Hon'gkong's position as an inter-" ~ . :_ 
national fin ancial centre could well out-( • .. 
weigh the fo.cal losses [which would] in : · ' 
part be offset by increased pr.ofits tax . ' 
yields from financial insti tutions." _ _j .. ·;. ~.:: : 

Jt remains to be seen if the abolition of 
tax on foreign-currency deposits will-ena-
ble Hongkong to catch up with Singapore 

I' 

r 

l 

l 
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] .:. ... ..... 
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as the regional fundin_g centre for offshore: 
loans;_ mostly in US_ dollars: As of De
cember 1981; banks and DTCs' foreign
currency claims on oanlcs outside Hong-
xong amounted .. to· 'the·: .. e.9.uivalent :·:o[ ... . 
HK$174.5··billion ..... wnue .. Uicise onTno~ -:-: 

• •l-•; .. _ 

'· · 1. Ofhl-- oil drillmf ,; - ttief/11~ S.. of~ Sumitomo Tn,,f_ _,,ic/J pro,ridei. ip«;ar,,-, fiti.-,daJ _,.... ' t•· . 
. :- ,. ,,,,_->".,..,_,,.,,,,..__~~-,-;o,ro,..,.·,--,,,c;,,p,,,.,«il1rr. :,;., _· s.~;;, · B ' ~ ·· ... 
i .;•:;« ~-·R;:r,·1· -: r • ~ :1i,:-:.··~·;~~;,i) - : · ;~~ _; . ..: ~~--;._ r~. ;:- .- !-i-•·1'."l:J~~t:~:!~: i;[ 

·sumitomoTrust,"tvith~a~ts ·oi ·$38.4 bi-~Ji~~. i;-~-· :~ - ~-E:;.:~:-~~::fr.,'£~;~ 
one of Japan's leading ba'n',cs.' For. over half a._ , ~· . :'". . : . .: ;..~::-£,,+•· •• ~ \:• 
'century we hav1fspecialiied in provia ing long- ·•. -_- , . -':..i:~ ~ -_ °t"--:_, .• 

• . nd ".n.edium:ter'!l )in · ci~g for ·ery key . · · .t · ·l -t;'-;.:f-f-:J:-. 
sectoi pf the domestic economy. We also ... J, • • : : .,~ . " ... 

offer a full range of inte:r2ational banking ~ ·1:.,.°:·- .. - I>. 
services to rustomers worldwid_e. ~ -.· :., : . 
For your 'financial needs in the , - .. :,,; 

' Orient ; America or Europe, ·,. ~ . .> ,! 

contact the bani:: 'that's at· ,L · 

home both in Japan and .·;. · ; -f:-.. 
the world. Contacl ' ,. . .. 
SumitompTrus1_. ·:. · ,.. .. ~~~ ,! 

b 

Sumjtom o Trust 
& Banking Co. Ltd. 

Brandl : UM 116. ln F klof. U t C. BvHd1ng. 5 Shentof'I WI\'. S ,.,~a,-:,ore 0105 Pno1,e ~]490!,!> 1~te,- 20717 lnuma\lonil 
.., .,,,, ln1•rn.rc"'"" F1n.nc::. o.s,t. : 3-1 Y.-w t-c:nome Chuo-tv 1ol:vo, Jap,n P11one OJ Z7f:i 3131111 .. -. J2Y63l 0222604Q 

h r •M ~ LQnO,ur1 bJ • 11Ch Nf"W Yort Braoch . Los Ant1Ple:s AQen::-. . ana reP'hl- ·'. \ •. , ,.. c•1tee ir, f-ral'\Ll un . l:wrvein a.rd 
e: t'--1 Oft1a1 · °'--• Js;"<I" ~ 1Jd•ry; lhe S-Ymnomo 1,ust F 1nanc:e lH. K. l l 1m1111d 

t bank'custonierfw~re·a t tfic(§_uivalcnfof:": .,: 
f 'HK$7:4 billion:~:p:_?~ ... 1..J,.,. ,;-!' !:;-~ru,: · ; : 
· f•~ ln - the . meantime; -the~~gling'oon,-' i. 
' tinues within HK.AB for ·a· freer compe6- · 

tive . banking· system .-:: "There· a~· few· 
members of the association who are able ._ 
to speak up:" said Price. :Many are intim-:: = 
idated .:.:.1hey'rt worried lhat if they take. ·. 
maverick positions there might pc P-ies:' 
sure brought oa them, which they arc· not 
willing to face. At !he meetings I've beeo 
to, I've talked to people privately and they 
tell me they agree with everythiqg we're 
saying but they don't feel they're ic a posi-
tion to say it themselves. ~'. · _ ·. ~•-:- ::::: 

"We've suggested the sett inf up of sub:-· 
committees to discuss the cleanng'and for
eign-exchange settlement svstcm · and to 
review the interest rate ai:re0cmenl before 
they are set in stone. - f'ri c" s:.iid. "Thc
HKAB !cha ired bv th" Honzkonf and 
Shangh,11 B:,nk] s:.iid there was no legal 
structu re for the sub-committee system to 
be set up so. until that is moaificd. there 
can't be sub-commin ees . Meanwhile, 
changes have been implemented. so we' re: 
stuck with them for a while.- · u 
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• ·- . . • :-· ~ Wigs . .. and watches: the VTC council will be estabf . -tB 
f • • '. : l 

.. , --~ ... , . . . . .. . ' 
THE WORKERS · .~;'. -' -._,,- ! ~: ··r;.;,;.~----:.:~ .. _. . .':. · -.. >·· .-~ ? :·~1 neeaed in~en tives towards investing in 

: .- · ·: .' • • • • '·'· ( - ' ' • • · · ., - new ·equipme nt, even as 'he re-affirmed 
· ··· · ~· . ";._: : . ! ~ • ~ ,: •• ! ; ~ ; . . ? /.:: . :-:- • :·. ·; ,. ·r · the· government's stand that "businesses ----o · · · • ~ · - -· • - • -•,· ~ • • · .- '· Y ' either sink or S\l.im as they adapt to cbang-

-.-~.\_:~g· ~.-'. ;,_t.l!.~.--~· ~~ ~
1 
~--~-~!_-._~ __ .. __ ~r•' ·; .,_._$ ... :>.. . . ~--: .' ~gBc~d~~~~i;;:c~~~t!~~s~~~i~~~~Ji; 

- - - - • offered hie:her initial depreciation rates of 
_:; :' ~ ; · - [ .._:--::-- - ;· :. , -. _:_ -J - v,; 'r:e .-~~~ -~ • 55% on pTan t .and machinery - up from 

~ -T -W a • • e ~ -~~-- . ~~~, • M ~-- .~t ~ ~~- -~ .si:~. --~-" ~;;~~y;Je~ts~:!~rWt!,~W:~t~ . 
· · ' h~ govbinmeni's ·economic 'philoso-: . i!)g cowi ~es-v.ith. much:cheaperland and_ higher industrial buildings aUowance for 

hy of positive ncfo: intervent-ionism· mo~ attri'7tiy"e fe~ t~ims : ::;_Fluctuat- those wbcs'niovecfinto new factory premis- ,·· 
JS under heavy at~ck from local in- · . ing [high] b"~k lending rates have made it :.~ ~-: :~~ --: ·.:_{/::· · · · · · t <t·:..._ :: 

dustrialists burdened with risii:ig produc--· . veiydilfi_<;µl(if not impossible, f~r manu-~ 
ticnrcosts and heavy interest· rates. Their •. (acturers .tO. ]Dake long-term investment .. ,-;-nd~;iJ;r'ists ' i"o'"unl th~e new· con- ' 
cries· for help ~ for cheaper land and fi- _· and re-investment plans fforl new indus- cessions "satisfying- but will no doubt 
nancing·.:_ have· not moved" the govern- .. tri~ using high. leveT tecfmofogy and so-; continue to press for itive inter-

. ment. ·"The ,trick," said former finan~al · phistication.~_ -~ ·, : .• : :. ► ..... -.: Y .,. ·~ ·, -·.· ventioni rri"by governme nt to help them 
and now, Chief Secretary Sir Philip Had-_ What is m9rc ,C argued FH~I chai rman · stave off the pressures of cos :m foreign 
don-Cave, "is to avoid being unnerved by Tang Hsien-chin, the entrepreneurial competition while they mo c upstfeam. 
'short-term difficulties for which market spirit had been sapped by the more profit- They fed their problems merit special 
_forces would ~rovije the best solution in a~le property _and _st(?C_~a_r~ets iq 1979- consideration because manufacturing is 
the course oft1me. , •, · • . ' 1 ·: mid-81 - speculative act1V1t1es that have 1-fongkonfs ecdnomic base , employing 
• But as far as inaustrialists are concerned , fallen 'off since"last October: The lack of 40% . of the workforce .or more than 
-: particularly ' textile manufacturers - confidence_foth~e prospects and.pr9fitabil-. 900,000 people . Their rcgubr warnings of 
~ifficultn!~ ca~st:'d ~..Y high land price ~nd ity_orthe mapufacsui:ing· ector,'T~ng said ,' the unciesirable social effects of unem-
mterest rates are 'far from short-term. could be fafal. :-',-:'-t. ;;--,;,1. ; _!;. ~ -T .!., ·- .. • ploy'ment have been · underscored _by . 
Moreover, thesecqs~ problems are occur- Manufaciureis': claims · o(nq support youth riots in Bri~airi last year. ·· . 1 

ring at a' time when there is an urgent need '. from the ' governll\,enp;eems justified in_ lndustrialists see the government's re
to move in to higher value products in one particular area: ~ much-needed mo- , liance on the ability of manufacturers and 
order ici stay ahead of compe tition from rate booste~ which the government could the workforce to adapt 10 changing de-
Taiwan, South Korea and Sing Jpore . - but has 5·c1 to - provide is an industrial mand as outJated . \\'herc:as wig-makers 

The F eJera tion of Hongkong I ndustrie exhihition facility . The _-gov.::mment's cf- · were a hie to S\I. itch to \I. atch-proc1uction 
(FHKJ}pain ts a ble ak picture: -The pa in- forts in thr.. direction ·con,ist of a half- six years ago. then: is litt le! else they c~n 
ful eccmomic burcen · of exorbitant land hearted search for - of a l! things - suiL'.l- tum to no...,..., hen the demand for a part1c
pn.::::~ l::!s _p..ised a 1:ri0u, deterrent to in- bk lane! . . ·. ular line of"' atchc:, folls off. WThe\' can't 
du~tr:.:l m\·estm::nl JnJ e~pan ion. lead- H u1,1,e ,,,cr, Fin;rncial Secretary John e, ens...,it..:htu m..i ;.; in..:ha nd-heldelcctron
m; h) t': : l'u:flo\, u!' .:-:1;-iu! to neigltbuu,- Br :nriJ~,: hJ, C•'n,. ~--1 th .1 ir.J:.i<;try ic gJme~ t,..,,: , .: rhc.:rc Jrl' (Ch) m:iny pt·o-
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A ,i)n Lee. I- i1 :.I\ ,i.:.c-_r:::~~an. <.Toi11 u '. r .:r• er.cur .,.;[h li;. e ::a;-=• al IC' ,et 

1 • -

Tra de fi pi.; c:s support d airru th at the upat0) ~J;.-1J T) e...au~e o f t ebi;h wstof 
t0)' ind ustry , the world's biggest, is be- lahc•ur , la!1d.on~ pl~t!C\:. . . .• . . 
coming Q\ rcro"lo\ded. Hongl _o~g e>.port-. l mh1~1 na lists b_es1t~ · or u~ah1hJY to he nee d 10 res1 ru::1ure lucal indu~try 
ed H KS7 .3 billion {USSl.24 b1Jhon) wor}h move up :ma~~et_ m _a big ':"'ay ts e.v1d: nt _ · now urge nt if m:mive uncmploy-
of toys last "ear - a 4§% increa~: 9 ~er- from ~-h~ :,0% vacancy r~~ 1_!1 the Ta,po m-, menlls lO be avoided : indust ria lists, 
taking ~·atches. which_ u~ to be_ t_he ~ :. -~~stn~J..::~~~. ~!1.ere la.'?~;:--:1t H_l<;S925 a _ 'faced with shrinking order books, are di-

~ .cond-largest <:3tegorypf'expo_~,ip dollar .•. ~9:-ma .._ ,lS ~~apest_ ip J.;longJ',o~- .- ,v~~i.f>'!ng d0\\-!1.~a~~et br moving J?ro-, 
.. , .¥- \;S '.:~.r:t.r..._~ .:_ .'.:~!¢"-!~~ ,., . -~-- t.1' -· ·· . ~~ . ,7, ,,. __ , __ ,du9-!~.9 ; ~ch~ap~r_quahty goods into,. ~ 

• I""' : • ,,;.._. • . ,-J-~ , . .. ~ ..!!!';. ,-oJ:1 -· ,r..., ·· • .,_,..... • •- • -:, ..,M.;...: ;:..•:- China. One electronics firm, Ampex Fer-; · 
·/. ..,.,,,.,., __ ';7.;" - - •~ >- ~.:...~ ... .'1!'--.:•.,. · • a-w:'=-:.i ._ .. . -v ~,--. ~ rotec'• rei renched100 workersl astAugust ~ :·La . . ;0e . ·:()rg _St;u:4-:.: .. / . ~,;.~;'~. ~~ l}? n.,~9n(-'!fc~~,c_alpioces~ li_~e _becam( · 

t · 'i ·r' :,· -~,, . ·•* .~2~ . i-' •!"'°!r'· J 7 ·-• . _r-:~ .~:"·-i• ~"'~ "". ~'~ _;. ~- . D._?n_-viabl_e ;and a poor busmess _ouOook, 
'K_.4"anufacturers and Ja_!>our_groups ar!? . . tJ11s year, so e_mplQ.Yt;,~,c:nn,2t ~o~~ - ., f!1Cal}t theY..~uld not !!_e m9ved to anot~er. 
l.l'.l.unit ed in their .attacl on the go~ , _m ore woricer beqefits. , •. - , '-- .: . . line: Am~x bowever was able to mam-

. ernment's economic philosophy pf pos-' · Lee"s (~c1ory, Ampex F~rrot~~ came . tainia o erafrl cv·e1 o[busine'ssbecause its 
it iye non-interventionism. Both rarties out ! elauvely unscathed . las~ A u~t · fa0ory i!l , <;an ton (~11th 100 wor~ers) was · 
feel industry needs government s h elp whe n l 00 worke rs _!1 lld tp be la,d_ off t~ already m production. The Qlina-made 
{cheaper land. Joans and utility rates)_to · r~ d uce c:osts ,rnd stre!1gt hen competl• · cassett e-radios may he of a lo~er-qua lity, 
stay in busi ness and avoid large-scale re- . t1ven~ss m the z:nar_l~t. _part of the, cost- . bu_t the !flarJ..~ _for such ~oods_1s t~ere a_nd 
dundancies which will have a knock-on . effective. exerCJse mcluded a ~ov~, to a . the cost pf ma.long them m China 1s a third 
effect on social stability . But lhe,_e th eir ~ew fa ctory in <;:anto~. ']nere!. produ~- of.what it w~ul~ ~s~ in Ho~g~ong ._ Lee;· 
uniied Jine ends. - ._ . t1on costs we1e one-thtr~ th,ose m H ong- Amp~x•s managing director, is suffici ently 

When a fa c1 ory .,ctually · shuts7 _ko ng: laicl_-off_ v.:ork e~ v.ere off~red 1mpre sed. with the pr?d~ctivity o( the 
workers ~eldom ;,ccept their fate q uie tly . compe nsa t1on in lme with labour lcg,sla- Canton factory to be thmi mg o f expand
because the em layer is usually selling t ion but they ~emanded som~ 250°~0 ing the faci lity there. . , . • 

. up to en1er the property markeL More;. more }n severa11~ _arid outstanding hob- . • . Difficulties_ fating local manufact~ers1 

over, new jobs - if availabl~ ~ .ar~. day pay and bcinu~ .. Eventually, Am- _may _ see m :over-~~ated because l_(?~a! ex- . 
often loca ted far away in the new towns. pex and the . ~ or\ers. rcache<!, a ~m- ports last y ear registe red an l 8% increase · 
But a Jot of the militancy of laid-off promise _o_n· ex-gr~t.J_a Pl!)'.JT1e!1ts-: ~- · ~ . m dol}ar tc::rms (to HKS80.4_ billion). But 
workers the~e days is the result -of " The dispute, however, wa!i not .with- the danger sig~als are there ....:... real growth 
stepped-up efforts of _la~ur pressu_re out ,it~ probl~ms. A_ statem.ent by Am- of 7.6% has ~e~~ outstripped by_the 24_% 
groups like the Chnst,an Industnal pex s md ustnal r71all~ns 1!'._a n.~ger ! Ray- real growth 1~ re-ex(>OrtS, the largest sm
Commi11 ee (CIC) to educate work ers on mond Y au, d escnbed 11 thus: Wlule ne- gle sour~ b emg Chma. The value of re
the_ir ri_ghts and to fight fo: prolective i oti ati ons wer!! under way, a third _pa~y exports is already h~lf 1_ha1 of domest_ic ~x- : 
Jegislat1on.-- . - , • ! , · : -.4 · - • •: • • I CIC] purporting to ~epre~ent l ab o_ur m-. ports 1:>ut, more s1gn_1ficantly, their 10-: _ 

\\'hile manufacturers do not dispute terests sought to get Jhelf involved: Fur- crease m dollar te rms 1s very close to that 
1h c- need 10 improve industrial sa fe ty and thermore, the re were atlt:f!1p t5 to mflu- of · exports - HK$11.7 hillion and 
...,.orking wndit ions, they are worried ence A mpex's I .'.!~ other \I.Orlc_: rs to go H KSl 2.3 bill io n respt"ctively. Howc"er 
that la hour's expe.cta~ions of other be- o n [sympathy] stnke . If a stnke h ad the entrepot t rade , d t~pite its , ast in
nefits (such as higher compensat ion materi alised, a sincere employer who crea !>e in volume , is not a major source of 

. rates; in~uran~ .. ·and . 1_eti rement _ was acting thoroughly· within _the law employment. As of September 1981, 
_- schemes) are rising faster than c:.mploy- would have suffered treme·ndous iosses. 120 000 v. e re employed in some 19,000 
ers can afford. "Obviously our benefits Fortunately, {Ciqwas prevented from · ·import -export firms while about 5,000 
are no~ as gre_at _as .th~se in developed_ ' influencing ~e ~orkers. wp:<;>;.w~r~?:1>.Y people were;_ employed in storage and 
countries," said industrial\st and le- and large, veryioyal t~ t~e <:&>!DP..~Y._be: • , ~-ar~housing~ ; _- 0• __ :. ~ ,: :.::_ _.:::- · : , - ·:- • 

· gislative councillor Allen . Lee. "But cause_of extremely good re.J~tions. : ~ , Industrialists and the governmenfkoow 
look at the countries we'ie __ competing · Whether Ampcx_wocld~aye"agreed there is' only one way t<? achieve growth. 
with - Si~ga~r~. Ta"i_wan a~d S~uth . ~o provide ~x: gra6a {'ay~iie~ts nad CIC · :,vith . sta~ility: · tlte "_man,u_!'acturing sector, . 
Korea. WereJn !me with their Jegisla.:: · not been mvolved _IS · debaiable: . ~e . must :re-equip with high : technology _ _ 
tion: and - our production · .-cos~ · ~e· · however, . would' only-:-.say:·tna{:'bad nii1= manned by skilled workers whose training -
higher." · - - - _- .:r,..:~~"_. ·C:-"-' ·-:.~ _:.· ··. itancy prevatled, he'Ypuld ri6(l!ive:ro0:. ·bas falle~ ·~uarely ~n the government~ 
. The f:ede~tioo of l:_longlcong Indus;:. sidered . negotiations· lor· ~ -grati~ pay- : shoulders. :_J- - ~·~_'. :·: -~.: ' .. "1a"c : ~ •• ' 
tries' ~xecutive director, Cecil Chai}, has ments . . :.,, .. ; · .;r-c-'..-:;·-.. , '-:-- -r::i._~ "--: ·. · . .,.• ·.-· ·. ·-'A- ··fong:awaited · vocational - training · 
warned against the ustifling of the·~ . "I was getting stick 'om rilanufactur:: counciJ -(VTC) will be established in April . · 
non:iic, vigour of in_dus~" bf !abour ai:i~ -- ers too," Lee said. :They ':"er~ afraid I . to co~>rdi,na~e. technical ~uca tion_ a_nd in- : 
environmental Jeg1s!at1on ra1smg the Jcv; , would set :an uilhealfhy pn;cedent ·by dust,na1 tra10mg: :Vocational trammg at 

· els of workers' compensation and widen- - bowing to the workers'. dem'ands. 1 said present is provided in five technical insti&: . 
ing its . applicability and introducing . we had to strike a balance between what tut es, 22 secondary technical schools and 
stringent pollution controls. "A sensibl_e the warkers were -dem·ariding and what. 12 ·prevocational schools . and 'Various'. 

·. baJ~ce mu~t ~e stru_ck be twee~ what 1s · "."e could afford , ~ether w~ like~• 4r . . other training facil!ties·including those set ... 
desirable and ~·hat is econo~!cally _at- not, laboui: i$ _getting more ·Qrgaruse'a. · up specially .by the construction and clo- · 
tainable," he said. "The fleXIb1hty which ·what manageme,;it .2nd ·.1ab9ur :-must thing industries. All these will be brought

'industry used to enjoy - an important both understand is_ that Honglco·ng cab- under the aegis of VT.C.. which ""ill also; 
element-has beenw.adually eroded by not afford social unrest_b~~useit _woulil run two new trairung ~centres whose s~1 
overhurdensome leg1slation .. " - destroy both parties.':•,- ~·.~-:-::~ : • - •.- cially designed courses will meet the needs' 

Lee says that the labour-management Despite employers' worries about la~ of the electronics, plastics, textiles and 
relation5hip in Hongkong has changed bour's growing militancy however, hotel industry. . .: . . . 
dramatically in the past six yea rs and not workers generally ·appear t<i have a~ Basic training will also be pro,idcd in · 
f;,r th t,.::11cr either ·T hr CI C is there ccp1cd the economic realities of poor key en_!:ineerin~ skills like t00l-m 3king 
It • prod ~;;w ' rnrne_m and. ind ust r; - l'U !,1 1, t.:~s pr,'sr ~·cts: t~ou; h ~S ,, ork swp- ' ;•nd there will :i ls0 Pf' post-~ r:idu:i te t.: ngi
thai's cood. But I w1, h they d try a nd un- pa!,'.e, we re , ecorclc:d last year, most!) m neenng cuu r!>t: !> . A total 01 7,300 pt.:0ple 
dersta'nd our difficulties just as we are manufacturi ng - compared _with 37 in will be trained in vTC's rwo centres each 
uymg to understand labour's problems. 1980 - only 15.319 working days were· year, at a cost of HK$55 million annually. -
A lot of factories are not makin_g profits lost as againsl 21.069 the previous year. The ce ntres, which have yet to be built, 

J. are expected to cost HK$110 million . Ex-
L--- ------------- ----- - - ------------' 
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pcarance on the priori ty list for t~ain ing •.: 
skills suggt:sts tha t the sector is Jar horn • 
d)ing, despite the gl(?Om that ·~n:'?~nc!5 l,.:o......:LALL 
it.in the meantime, the-,w~~ ~f;·· &·•). :,,3.,.:;~~:~·:-J;~- -~-,- . ., "- __ f{ ,~ ~-:Ji;:· -~ ·;,!;, ... _:.. : · · ~ ·_ . . , · 
tinues between industrialists and govern,.- _.,,, ' "'" on·~on~ lias pr~er~d, a govern~- to refJ.St sucli de01ands .. Where it has given· 
men! officials over the·sysfem ofadm1:rus- -. ·~ ipeiu; ·argumeri\, goes, 1>!~use; ~"1.~ ':as_~]ritl~ngou~ fare incrca~es ~d· ·.· 
tration in vocational and induslriaf rain- ·. ,--. .. sa..thc'ie .is une9ual dirtnoutioo ·-ol imposing renl <;O...."!J'<?ls on all but c!omestic -· 
ing. Industrialists-. th_ough 1elievesf ,that ·incon;i~-'- ~it)s ·:~ur Lesono"!if] )>olicy i'° nousing al tne top end of 1he !:_Ylarket . ..:....: ~ 
after ~vc years of p~eadmg¥'£! de~i!te, V,~; '.~"'!ano~ ~ecr~tary,..Jonq_ Br_e~n~ge .s!1d· -roncessionsJiave only fuelled the genetal · 
VTC ·~ finally bemg esta_bn_shed 7 peve~:· )~st qv~!!lber,."tQ_al)ow fi1!ancial m~i?, ·1~elofai~~l}t.en"tovej t~e d_ispa_rity in iQ- : 
the less hold deep. r~seiy~1ons a~!1t t~c; plives Jo _prqmi* gene"?:'_gr9wthti'~.!11 P1~ ~I_h~1 ( and, ..P!Ofit): • d1slnl?_ut1on ~ and : 
setting up of a new governme~t de~ rr_ient ~ top,)11!5 .91e~ ac:ccp!-'1nce _of 1 lie. r(?l_e of J>rou,g9 l.",dR~Jl •. mQt;-C: fl.PPfO~_r1um on.the 
of technical . ~nd ind~tnal _ trarnmg, ?:~'~ -;- m ~h1ch p;rse;>n;3l freedoi:n_1s all- ~o!~rpen . s )'~~ft"'.C n<;:>n •Jnterven!1.on; . 
headed by a ovil servant, .t_o_nrn the CC!!;' .,2i:np9.rtant-:-~nd ~n~O?S recogn!t1o_n ol . 1st ectinonucjhifosophy . . \, - · ··- - . 
Ires. , '.: . . . · .··' ~ ·: !" •. ~ '~ :degree of inequality m income ,d1stnbu- . ln.r~gni:t.,pg of the SIZ~ of the-revenue · 
. Legislative councillor and textile manu- tion. Con~ciq~sness of inequalities will ac- surplu~es , ~remridge, in an unexpected 
facturer Stephen Cheong stated pointedly company' economic-prosperity.1 ( I;_:~-:',·. show <?f gene~osity, raised salary t~ thre~~ 
at the passage of the V)'C_bill in February: · •. Not many _people here would dispute hold~ and .~rs~naJ tax allowances th1~ 
"The director must have considerable pro- this gefieral ' piinciple, but it}~ the' nle , Yl2l by 25%.; and dependent parent first 
~essional statur~ and be capab)e of pr~wid-_ at Y:hic~Jhe w,;3!_~ ·!s~tering from .1.op ~~ .. se;con~ chil)'.l,a~owant:es _by _10-14%, · 
mg thcprofess1onalleadersh1preqwred; • :--- '.n,'· -:~. ~ .-~ :.-:.~•.·•····-·.·•.--' ··.I.,•·· . •. ~ 
h nec::ds to be a specialist and must have !; , ' I 
extensi e experience in ~th technical ed- •· ~~¥. ,-;,;-.:'I-,,_-....;, J 
ucation and industrial tnuning. It ·would ~iit..:.'!;"-11,,d,&.1 ~ •1)~~~~~~~~~ § 
be a pity if the director were to be a gener= · 'i• I 
al administrator." · - · - -==.:. , ;'1-'ie-;ffi:tf.!'~<>i ~'ii:~~~~~ ;"!:""""'4W""-::"'I•"-.-;: ! 

. ~~ \ " 
heonc·s sta1ement echoc::d the con
e.em of several legislative council
lors who felt another government 

dt:partmcnt was not needed . Replied Ed
ucation Sec1et ary Kenneth Toplcy: ~The 
·go ern mt:nt has ~een the [ director's) role, 
p:irticularly in the initial pha,;e, as an ad
ministrati"c one .·· The fact that industrial
i~•s will fdr (lUtnumber civil ser-an ts on 
\ re. ,1hich "'ill ad,ise the ne d~ part
mt: nt, may not be a sufficient safegua rd 
against hurcauciacy, said Lee. ~We ....,on't 
have that much time to kec::p telling the 
director what to ~o. Nevertheless., a gov- • 
emment , ru.!1 training progra!T!ll:!_~~~s~t!er. 
than none. he conceded. ~ L~ . ~: •• 

V.'hile VfC sets about establishing it_. 
self, other government-directed efforts 
are being made.to promote industrial in- · 
vestment and to assess the needs for back-=
up facilities for tlfe newindustrial revoln.:;-
tion which is -~pectea .to b~•l ed-by th_e' :-7;1< .-;=;-. '"'. ~~ ~ _ • . :-;" ... ~: .. 
electronics sector. ~ ,el~ttjcal aod eJec:_ t_o _ tt_qm _wl:iit;h. 15 the StWJec.;l oJ much. . e~ple ;~-: 
Ironies standards measurement anQ cafi~ heated debate: The 1981 census reveal: ;ng HKS28,000.,..and married couples earn- _ 
bration Jahorntory is being built and is.ex~·· :ed· that nearly-60% ·ofihe · Jar-our force ing HK.$561000 ormor1: a year- le s than 
peeled to be operational .in 1983, •hile a · .. -e.am Jess th3!? HK.$2,000 (U~$340.14) ll ? 10% of Jhe_working population - nc 4 
micro-pro essor develqpment laboratory·: : month:.•];.. i _:-t;i,r,~-:_°';. "'.: .~:."!!.. :.=;t • _ ,.;. :: pay income~ Of these 205,000 people, 
is being planned. A reVJew of the state of ·• • Under these circumstances; pro~perity only 13,000 are ·tu~d at the maxim m rate 
the electronics industry and an assessment . has brougnt a lot of political problems.for . of 15%: This nigh in~ome group, Brem- • 
of its future direction is also scheduled. ':'_, the government. Its cumulati'fi: budi t .ridge said, contributes well over half of the 

Jnd~strial _investment offices are being · s~rpfu's_es now sta_nd at H~S2~ billi~n. e , tot.a! yield from salaries tax which is esti-
estabhshed m Tokyo, Europe and the s12e 0(11,S wealth m tum .bas given nse· 11 mated a! HK.$2 .2 'billion in 19&2-83. 
United States, while a "one-stop facility" chorus of demands for ' intervention-: on ... There can b~ few .. -0ther places in the 
has been set up in the department of in- many economic and sociat fronts. Mai-1U- world ,vhere the majority of the economi
dustry to provide a comprehensive and facturers and industrial . workers- v/ant ~-:calli active· ai:c: exclu~ed °fTO·m charge to 
rapid service to potential investors, local cheap land and loans, and lower utility tax," BreIDJ]dge remarked. • · 
and .foreign . · · . . rates. Industrial workers ·also want social .· • -~-. ~. ::··_ ...,. , ~- . -. 

In the meantime. the Honl!kong Trade security schemes. Squatters demand bet-. here seems little else the govern-
Development Council (TDC) wntinues ter facilities or rehousing . Everybody nt can do to diffui.e i.trident pub-
m , 1ror ,us exnort dri ,-c :ihroJd. "M0re v. ants more ro;ids and tunnel cr0ssings lie demands to spend its huge budget 
.:,Jn :wi:: · :? wcrl. :? \ l·~· "rr l. 111; :1c \ ~::ir . ' and i--u~-u~cr~ ir. !7:.ni:-:.il:lr want (;:re, to surr!u~es. '"Rising aspir,lii ,,m ha hccome 
somebody 1s selling madc-in-l·h,nghung icmain cheap. S .. JCial prcs~ur::: ~~c, :p!> a ~.:>.; politi.:al ph::is::: ·· :1.- form~r go,• 
goods somewhere in the world," a legisla- want more public housing to be huilt fas<- emmcnt official said. '·It ht1s been hanJicd 
tive councillor said. Whether TDC's cf- er. Operators of small businesses want around so much that everyone expects the 
fons will help the manufocturirig sector commercial rent controls . government to meet the e aspirations -
through Jnother ~·ear of economic uncer- The list of \lo ants ge-ts longer e-very year. "'hat ever they may be - from its bil-
t:iinty however . i~ an open question . ~ The government, however , trie-~, nh:rnt ly lions .·· But starting from April 1. the gov-
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c. _., t '- ·, - , , d •.\ er .i e f· ·n 
L. ,d , .< k~ 1 1,, a ' - , ··,d :..orks ll '~- e 
fL ,d. By ~o c:.,;rg, t •. id Brem;-, !,C in a 

re-budget ~ • ~ b cf ore t h~ Lq;~lati\. e 
uncil, he hc•p,:d to ut to rest the " ridic

u ous ~u~picion that revenue surplw.es 
held in our resaves arc .. not r eally i.n-

~ ....... • ,\ol"~ • 

L .. ' . . . • . . . l ' • l . 'I; ' ' .. • • . . • • l " •. : • .: _,;-,-

rr : ... .. I'.. · ... -., .. ... , , , .. -.·· ; ... ,.: ? ti··t.1. i_, .. ·~.; • .. 10 ... i,. i .. !- iii !· ·n·.1;l1n-
l:c ~ •.. _ ... ~:l..! rn l C' t =" :.:--.- ~:it , .. :-j1. - j ... :' 1 ,:- -.._·\ ;r : .h ~ !- , ~_·,~:1ry. 
l ffi ciJ 1s !S :Lat · 1: - - .., t v.or l.. . - l: .,.111 ~e \\'1-;;,t :~ '· ½" 1t"d ... :~ i .,: ; ~ general 

lended for Hongkong cads.:'- : . ; _-: _ 
~ The sub-division, I he explained; was¾. 

' necessary to tell the trucstory {"that we~ 
are returning to investment ip Hongkong · 

l...ft lo fl . ... 1. ·• f s. UC!aI) Su r-~ ili p !fad- ~: .i ,ke of;" - '-,Jiqxili-:, :n:• ,i 1 ~ ~ .. 7 pJthet
don-C ave to i;;,e ~ub'!.tancc to his ,i ion ic to ind i, iJt: dl a,pi:alions . .. Diere arc 
that the Honi;l.ong bureauc.acy, wde~p ite some ~ri1 jjtions ..., hich c;;r.:.ot he fulfilled . 
the absence o f a n µr1hodox p arliamentary by i nd in ual effort or prfr ate _en te rprise ._ 
s_yst em, is d irtcctly and contmu0usly - as and pub lic policies have to reflect a sense 
qpposed to d ir.continuously - , accounta::-. of social responsibility towards those who, ' _ 
ble to the community." ·1i; ~ - I,- ;: ~ - - for one· reason oi anothe r~ a re·unablc to , 
. ' .Haddon-Cave bas not ost sig!it-Qf the tafc ad\·antage-of the proffered opportu-1 

1,oJiti~~ -t . no'!i-~t~rv·en_tionisl-;r;.¥noi.?Jf: ;nJties:f .. f ~;~ ~Ci~ _:1_; .:,:., i:_~~!S,t.fi .... r . ·, 
ph,losopby ~~cb he promtilgated fcwa . '.., Howevc;r._he~1dnotmcanmany~·ay,to1., .-_.~ 
_decade as financial scaela.ry, Hes ee's"bis"" Ia'ise hoj>es of {nose fightini"for .. "cronO.:t - J •• 

. new admirustrative'.role lhus; f.A -reliaocc' mic"just,cc~! oi. a. ~fairer" ~1shibution .· of I . : 

~~ .0~ ~ffic~~.ncyJ.{ ~k:~trf ~~; -;~~~ ,. t~~~ :. · ge~:~~: • ~0~~3:-1~!: g~e~t -·~re J~ 
' the_ surpl~es tha(ari~f fr.'?~Jand ~al~ ... 

wh,cb .arc often Jumpy-ancl unpredicta~ 
Qle"). It V.:ould also'Jead 19 . .a i:i,_orc_~us]~ 
1>.f~~like p ~~dyr:_c_ m _pl!'i:m}E& e!Pe!1.c!1-
turc on the public worlts programme and :: •--·"" , - • .; ~ ... '-4 .,..j,. , , ;;. -, -:.••(•·-:,': ~:~ ,, • -~ r,~ • :i.: , · · .- • .,_ . .: } 
oosuy· land acquisit ion:. Af. the· end of. N·Ew TERRITORIES:.NEW TOW.NS ·"' ·g 11i \n5-J. jr1J!~~; / ~ (I . ,.:i-.··\ . 
March,nesaid,the outsta11dingfinanciaJ : •:·~·•-=·· _ .•. _. / •. · m • . l i~ mlJ_-.'-.: ·'.- ·1. -~ ·::• · . . '! 

. commitmcntto public works which would ·•w > .:; ~' • · t .... - ' ' - - 1••:,....,f-. •· ,., • ' • • J. , •r.-
tal-emo1ethanfour yearstocomple tewas • '(\~ '. ·;·~~• 'J · rl ' ,. • '"•",1. ..~- --· ' ·: .. -~ 

. 1~K•23 bill' 1• ' • · t" . .1 • ~-...r.>0-- :__· - . l . ., _· . a Sldggenng ~ .; !OD. ! -· _ _. ~ . -
B b . lik . . of \. • "ta •~ ~~ • .. • ' ~ - • · •• ~ •• : • 'i 

ut a more usme-ss- c.ac.countmg -.;:•i~ .- - ' ' :-~ .. -:. .... ;·,:'"~- ·_'•:~i 1 ''. _ •L·: . . t 
c.tpital expenditure does nofhelp resolve ., J v. . ; .. . • 
the government'~ diffi cul ties in its po it ical .!}_ .;i •. . 

r~ a ionship wifh he people. The~e di ffi- . ~ -.;_- . • -
c- J ties ha e multi lied in the p :!st four ; :: ~-; :-· · · • • ·· • - : ,. 
yc,1rs with the mu~hrooming of , re~rnre "When Britain forced -China to i;a~e-iiiJ · · in Sha tin: Tuen M ~n and Tsw:~ Wan and 
groups, panicularly those lobbying for sq. kms of the mainland adjoining Kow: • smaller ones. in Yuen Long, Taipo and 
better housing for squatters and bet1er loon 'in J 898, it said the· land was needed Fanlirig-Sheung Shui.: .-.? - .1 . , . . ;-.. ,. _ 
and safer working conditions for the blue- "for the proper de fen<:i: and protection of . . Ten years ~ater, the housing problem 
collarclass. ::, c:': :--. ~- .:-;.:.:·. ·: .'·:- thecolony.'Jhc eriemychangedwiththe looms even larger despite the [;;ct that 
· • • · .•.• - ..... 4 ' • .; .,,.. 4 ·· limes - fromrebelliousvillagersaidedby 220,000 public housing unilS hal'e been 

he government's Standing Commit- ' imperial Chinese uoops at the /urn of the built. The . quatier p opulation has grown 
,ee on Pre sure Groups (SCOPG), century to _a flood of illegal immigranlS from 300.(){X), when M acu:hose first ar
which monitors the tidcoforganised eekinp a better life in capiralisr Hong- rived, to 750,CXXJ today. There a·re even 

discontent in Hongkong. is irritated ~-i1h · J-.ong in the late 1970s. Defence installa- more people n·hose li1 ing condition,, as 
~ hat it regards as the "constant exaggera- tjons - 84 yea.rs later-consist m t:rely of MacLehosc said in 1Y72, "offt:nd alike 
tion of the govemmeat's inadequacies" jn an "imposing flood-lit fence along the • our_ ~umanity, our civic pride and good, 
the ~al services field. \\'bile part of border in the New Territories (NJ) - an pobc,c.a/ .\ ense." _ . . 
SCOPG·s role is to ..:nsure that p1essure area closed to all but p ermit holders - But a clear start h ::1s been made: new 
groups "do not fall under the cqntrol of ex- and a small gan isun basC: ~ ·-. ~ .• . · to..-.ns are gro 11 ing, and pl;;ms to build 
tre e political factions.{a~d t,,,yCOme) sub- - • For decades tl1c land between tbe.K'1w- • another at Junk Bay were .mnounccd last 

t.:rsive," its main preoccupafi_on 1s the . 1oon hiils and the border~·as 1effa!on'"e by · $eptemher. The NTs physical de~·e/op-: 
arnount of mud social activists have flung the· British adm inistration:·. too much · men_ti.s impressfre. Sh3tin and TuenMun, . 
at the government. "Some of the mud aJ- . alone; according to crftic°f The go,·i:ro- which 1ogether will house 1.4 million peo-' 
ways sticlc..s," ob~rv~s SCOPG.~ -: . · . ment should bav_F made a positiveeffo_i·uo _pie qy th_e end of the century, are rising'.on;. , 

~The government," the committee's re: preserve Chinese temples/ ancdt17il halls_ Ted aimed land, -as v.il/ Junk Bay. By th_(-:: 
port said in 1979, ""'!5 now bener able to and impim·e Jiving cooditions11f some (>40 l.ipte ·the ·1ca fe_· expires., nearly 3 million· -
face criticism than in th~ past (due to) its villages. Some effort has"be~n made iii re; ~peopli ,,vill ~ Jiving in the NT-2.5 mil-: · 
various long-term plansJfor) housirig, new cent yea.rs. to preserve ·the architectural - lion more than oefore oew town develop-! • · 
towns, social welfare, e ucation and reha- . heritage i~ th: .NT.-:;- a. ~':":·.-w.allf_d_ villages ~':!1! _¥gan .. !v[or~yer, there are °i?lans to;~ .. ~'-: · 
bilitatioo' and improvements in labour are 500 years old - but much is beyonp · pour eyt;n mort{bilhons of dollars into the;· ::· 
legislarion." Nevertheless, the committee rcsfO!Jlt.lC?,_n :efs":ii.r_esul1 of_pa4miunity~d-\ . J:YT. J_f is' rms·massiv~ ·development which, · · 
warned against government complacency govemI1!_e_l1~ .negle;f:. ~ ... ~y: ,/ 1; ~ ~"'-' • , , makes any_¢ought '!f s~mply retu,:n[ng thej . 
and recommended thaf programmes a_n4 The sci-ca1led land oetween," how- .1and between to Chwa m 1997 a nd,cu/c,us 

licics l>e kconstantJy updated arid re- e\·er, IVBS nqt d~stined !O reiifain q·wft o/1<! id~a. _. _The NT. is firmly Jod:ed in "ith.; 
f ned to meet the rising expectations of the rural. Urban Hongkong and Kowloon Hongkong _.and Kowloon which n-ere 
community.~ Only by being responsive · wer~ bursting at the seaws as. a fesul{ of. _ceded in perpetuity: · _ - :,.- ~ -- ·~ ~ 

ould the iovernment be in a good posi: the post-war population_boom . . In Octob- · While politicians ratk their brnins O\'er. 
tion 04to resist unreasonable pressure," the . er 1972,· the new goveniorSir M urrzy Mac~ how to untie the 1ease, the REl'iEW produ-' 
report s.ud. . .. : . · Lehose · launc_hed. a 10:year housing pro-"' ces this progress report on three Nf. . 
. An attempt to respond positively to the gramme with. the a.iin of pro-,iding decent towns; one brand new (Shatin), one not so: . 

needs of the community bas been made homes for everyone. The NT boom then· new (Tsuen ll'an) and one which is eager-'. 
with the· recent introduction of partly- began: huge new towns were to be cr?;ited ly awaiting renewal (Yuen Long). '· . . 
elected district boards. Top officials hope · -~- :'!· :). •,::; ·- " - .: •. -~':':' .... ~1:...-~~\',. --:::"'- - . ..:~•--. : ::" . •· • - ~ ,. -~:> .. _-,,. ·'A.(. :.< .:.:,,}. -., 1 
that a vigorous relationship between HATIN's claim to .fame ~od_ay ' is -a · field (which Shatin means) is being trans- '. 
boards and local government of~cials will HK$550 ini!lion (US$93.Q6 million) formed into .a new town for 800.000 by 
leave less room for pressure groups to gen- _race cours_e, sup~rl~tiv; in siz.c and 1996. This is 300,000 more.than was origi-
crate widespread protests ag3inst policy equipment. Two centuries ago. it ":as· its. iially planncd - housing·de·nsity has been ' 
decisions. More importantly. the hoards, rice rather than racing which was famous increased by 20% and an annexe to the 
!"'fficials h0pe. u.ill he ahle l<l akn gcwem - - the crop was ~ nt 3 .000 l. ni~ n<>nh to nC\\ Hn,·n is h ) b r h uilt f,,r ~00 .( , )) a! , 1a 
n , 11 ckpar:r !" "!< l<l area~ C'~ ncrlect N Peking fo : t h::- Emp::ror·s t:ihlc.. l.ittlc•0f On Sh an. 
,, ht:r policr 1s i.:nJd y inOL' >. ibk. _ . Chinese histury - ur ril' t.: fidd~ - i!. left in Shat in is not a pretty sigh I at tht: mo-

But will this district board S)Stcm work that legendary fc:rtile valley, aeart from ·a · mcnt. But when the piling and building 
~·hen a huge ad\isory network h:is failed 19th century walled village (Tsang Tai eventually st0ps, the pl:inners promise a 
lo keep the government in touch with the Uk) and a temple . · better livinc and workmc environment -
ieople in the past? Will officials aproint- Instead. what was o nce a peaceful sandy with bctter·mana~l·mcnt and facilities -
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,~~,~~!., ~ .tit•J···~1i'}t, ·~4'.. 
rr.us !:i:~.1.:: •.'.,'L ,...irc rh;-i t sc11.. 1..1l p, I?...::!s first o,Je: , '>tl':cy ,, erc,;~ ... i! yu .. _re 
- a d red1,;;,':1.J1 .\C fa..:a l po 1iLies - do of the r.,eh:5 . Their 1m:nuli..!..: rt 1-:tivn 
not lead to an u. · _i, rmrn ing of the free en- to demand; i0rt hJr.~c [such as to the P1.,b
lcrpri.s.: sysk :n."' he :idded. M\\'c believe lie Ordc.:r Ord:n2ncc l n.1 979 :ind . more re - aJm1tting they've made a mi<t~ke, they 
the work ethic must be associated wilh a cenlly. fo r closer mo11°i!J nns of •the pri- try and brazen it out, only to concede in 
political acceptcince of the concept o( fair vatelv-ope,ated hus companies and ut ili- the face of stronger prote~ ts . That's the 
reward fat effort bv the indi\i dual and ties} is: 'This is the way ~e·ve l;>ecn doing worst way to handle socia l demands. Ifth~ 
risk-taki ng by the company." things for years - the systcm·s served us other side has a case . gran t it. If it really 

But while the new financial and chief se- well .· • doesn ·1 feel they have a c;ise. the govern• 
creraries may see eye-to-eye on how to ad- "Government ays no, then knuckles ment has got to stand its ground. ::• 

· . minister Hongkong, they have much work under [holds in9wries, or commissions ex- "I guess the government is too self-con: 
. :- to do to repair the public's impression that pert studies as 1n the case of the safety of scious of the fact that it cannot afford the 

:-: · it is a weak administration. As a retired gas·water-heaters]. Very often, decisions arrogance i;,f the ballot-box. It~ probably . 
__ :.; top :!=ivil servant deso;ibe.{it: "The 'bu~ · are ·:made' without" sufficient thought. . more responsive to public opiniqn,_ and · 
,_·,-, reaucrats who had to J!ilOt through the Then, having madeif, qi) la~er. ren~ction, pressures than most governments~ but 

. . ~ :~~ ~t expansion in goveID!De.nt ·in the pas( they recotnise that it was not the best deci- th~ quality of?~-re,.~~se~ l:_11_ves ~me: 
... ·-_. _~_.:•_·_~_'::=_. -~~_. ___ w_ .. _e_r:_n_.;_.t __ a1_. __ ~w ___ a_ys_~_._m_t_~_'}_e_cts_ ..... _·~_o_~_th __ -~-- _,._·~-~-~_ ... _· _B __ u-._~_!,_~_._i __ e ... _a1_ .• _~_f._b_~_i~--g_b_i_g __ a __ b __ '?_u __ t_!_!:_a_~_d __ ;h_/_~_~_:_~-~-~_ . .,_~_~ __ f,d_: _·,,_:.-_·,._ .. "-__ ,._,_ .. _-.~-~-· i __ ift:_;_0 _.-:--_· ._~---~ .. ,.:. i 

~- ••. ·lli~-;~~ywhe;e ·e1fiiii~ffo;ngki';Js~In:.bo~:'.; ... ~tsr~~i~~~uld inean th~jnp-~1u;1 fhi~~iil~~t70(), i~:. ::i;t~i ft~ct~iy ,~;~ ·: -~: 

'" 

. " .-~ Jng .·_te~s. · boweve·r; .'_th1s ~~till_ me~ UrJ?US-On-on.t: ,eJid_anQ_somethm~foC? were · unoccilpied · at.the end · of '.19ID, . . ; 
.•. :: masses of high-rise apartments·:.....:. . only dissimilar to a tenement building on the . another 13J,400 sq ·. ms were built last year •:. ; · t:· r 

· ~ 10% of !he 800,000 people will live in low:,- thec "so that _we_'II have a mixed com- and a lot of i~ is standing empty. :.:~ ..":;.J - · · ·-'Z. · 
· ·- risc_pri~ate ho~si,:ig. ~alf the P?Pul~tion muniry· in Sha_tin __ wi~ better f~cilities, o~ "It is an economic, rather than a 'plan. z • 

, · - ~ill b~ .1!1 public liou_s,~g. 30% !n pnvate. co~rse, ~~ sa,~:· : :-·-!-. =: ·-~ , ".' · ·.\-:: · . ning problem/! -Hase -said.: "Manuractur- .'f-. • ... :--
. • · ,est~tes ~nd the 1.:e,!:'1~-mmg 10% m govern., ~ ;;;>~•~ .. ~· ~:----= · -;.~ ;:.--,;_; :. .. · . .;... · . eri are ~fraid1o e)Cpand ~nd_ -.yorkers don 'I 
-· • ment~built home-ow]lership scheme flats.: . --~-'- s of Maren 1982, .there will be 180,000 · want to change jobs because of the gener:iJ ·• ., ., .. 
: - '.'.. £- Sha.tin) proxinµti., to Kowloon makes it' \ J>Cciple in Shatiri. Joe inii-isoot very • ecori'omic:Jm~rtainty." .As · a _result, . 70+ 

~ ~ P..ular choice amorig tJie 160,000 fami-", . v¥.!_ed -at l~c{ moment. There ·is 3: 80% of factory w6rkeis'are coming from 
. , lies q'n ' the ' public: housing• queue ;· Only ' p_redomtnance of p~}?lic hou~ng1enants; · o ther areas;_white·.10-80% of the Sha1i~ '. {, 

__ . -J!iose ·wtio .ti~vc; ~ajted _seven _ yea~ .are ' plus· 12,~_squ~tt~jn temP<;tr:a!Y. ho~-- . -pop_ulatiori -~mut~:t~ wor~ in the .ur; , 
. hkety to get m (for_pubh~ housing m ret mg, but pn~ate.deve opmeot is trymg YI- . ban areas..:- ~_-- ,,,,.,; .... 'lo :_~.;_~ i:-. ~ ::. ,. :i .-: 

rnQ.!e Tuen Mun, the wait is only three . gorotTsly to catch·-up. Shati.n's largest pri- ;:=; Shatin is desiined to be a self-contained • 
--~- ,: •: .years) . .;'.':'.ert ~qµatte.~c_Ja_~ _ou! !?r _tern~~- ._ vate ?ousing. :estate, . !he · 9,000-unit City to"'.n: It is far from beii:1g that. Hase ex-
... · ~ary hous~ng m Shatm._ · • . · :.~,. : • :.. '-:-1 ; On~, 1s_two-!hirdscomple!:;the towncen:- . plam:d::I~m veryconsc1ou_s ~hat t~e town 

~ There 1s an enthusiasm about · Shatm _ tre, which win qffer.masses of office space, 1s. senousty- out of balance [ m sooal 3.!)<I 
-which _ District Officer Patrick Hase re- · is risir1g. ;-,; .,..., :•,i.t ...,::., ... ~•.' :.: . ..., ... ~. ~ ··. employmentfacilities] and won't be in bal~ 
fleets . The development con_cept is to of- · 11 is industrial development which is hg- ' a nee until 1984-85. There's no way.we can 
fer the •wide_st po~sible range in private . ging behind.,.V.'hile official statistics show keep to a siatistical balance. We can only 
,- T • - • • .;_ ~ • • • - • ·• • • • • • • • _.• " - . .. • ., • • • • 
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bJ t .1·.- s said th .i.t, Lrus 
pwU : '11. ap.Ht, S!rl'.1&:nt .:on
dirions ~;Jl l:>e p. t in the mod
ified Je :n.:s to ensure that 
adequate CC1mmunal services 
will be pro\ided in the new 
buildings. · · · • ; 

The fact that such inten~ive 
redevelopment ofTsuen W .:i.n 

• makes life very difficult for 
.the people who have to live -
next to 1t bas not escaped the 

· ~ govemmenL A project site •. 
. · . -monitoring unit has been _set·! 
·. · up,by the go-..:ernment to p~e;-• .., 
· .. empt any ':1filllanageable dii-:_.;;. 

· • content arisini from residents ·: 
. ;,, but the UDJt's ~o.rk will be ~ 

. ' oonfined to govemmcn( pwt,· • 
-- Teets-only (34 at t!Je l~_co1.filt '1_: · 
. · ·_ m D ecember). ·, ; • .:;lfr.y v.011_~ • 
· ·: · In the meantime', the need :· 

to e. pand the container port " 
. complex at Kwai Chung (part . 

· , ofTsuen Wan new town) has -: 
·· • resulted in a feasibili ty study ·. 
• ~f further extensive reclama-:;. 

• - . , tions (of up to 130 bcctaJ"es) , 
• •. · down to Stonecutters Island.:: 

·_ • : The possibility of_new land _ 
. . ·coming available has raised_ 
· . hopes of siting a"polytcchnic .. : 

. in Tsuen Wan. The present 
• . . polytechnic at Hunghom in 

· : Kowloon has no more. room -
for expansion but more ter-
tiary technical . education 

,places are needed in Hong~ 
kocig. · - ,: > • -. 

,.. 
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But it is not th.: pons -.,.hich 
m::ll< es Yuen Long d1fk,rnt 
Crum other new t0\\11S in !h~ 
NT. It is the fact !hat thoucli its 
fl.it landsc::pc rr.Jk.:s it 1d~ .. 1 
for rapid dcve l0pment. the 
go.,,ernment did not select 
Yuen Long as a site for a new 

. ·town. · The reason was ·ob- · 
·rJ_r- . : · vious: •'much of the land in 

1 : , .:n:: ' • . Yuen Lorig is in pri\·ate hands . 
·..!1~~ I . . . I To build a new. town for at 

_i l ' :r ~:_:.._ .: ·least ' 500,000 ~Opie ~e~e 
"' j. ·· wonld have entailed massive, 

... ~, 1 ~ . ~~comel~<?i!e~ and costTy,.Jand 
tf ·. acqws1tJons. lnstead, the gov-

-~ emment chose to revel moun-
- ;... ~ tains~ } nd. reclaim inl~ls and 

¢ ~•'1j~ _· .• bays ., around . Tuen :Mun, 
~~ .. 1~'"'-i · :r~~e.n ~ar:i and Shaun be-..,.s:..-· · cause those new towns would 

I~ • ~ encroac.~ on less private land. 
,;;Ji' ;~ {Ev.en so, an ou tstanding land 

'· .4e.bt_:,oJ 39_rnillion. sq . ft _h'as · 
"':; been jocurreo in the process,)' . 
':' ';. The,· government _decided .. 

1"10· leave Yuen Long develop-
: "'ment to 'private land owners 
. ·, .a~d ,confined itself to building 
: '..l small new town - at first 

' ' .. for · 95,000 but now for 
• · 130,000 ~ople by 1996 -

. and forming 65 hectares of 
, land for an industria l estate 

. Further · changes to the ;.>°':-'J. . ... .:J 
tmH1 P.lao may also be neces- , •~ ✓,. 

. 'nearby. At least , that was the 
theory. ~1rs que~tionable 
that the government \\anted 
pri'- ate developme nt," said 

sary 1f the govemml!nt de- t~--; .. :> 
cides to build a new airport at , .· .. ,,.•,h · > • 

· _Charles Yeung, a legislative 
·. cou r:ici llor and an indigenous 

Chcklapkok north of Lantau 
faland. This possibility is .• ~.:.. _ ~=~ -~~_.1: ..:_~ ~;~ •::-

seo<ling _shudders through lo- To be avoided: new towns must not degenerate into this. -~ 

son who ·e na tive . vill3ge is 
_ just outside Yuen Long town. 
-Lack of roads and ser,ices 1 

have stifl~d pri"'.ate de,elopcal officials who already have 
their bands full trying to disen- · ·~ -:. _ , •- . . . .:.:r :. : , : :. . 
tangle the clogged roads to Tsueq Wan, for people lb develop a sense'of commt.ini-
parti~arly 3sce~.-[Oute~ t? the co .. ?t~her ty . . It'_s pa~l)'. ~ecaus~ the, ~qw~•Tncome . 

_temunal . . ~-1 -.- ~~ • • -::.~.'' •. '.•'-':;::: group~. ~hQ ~ve there have,!o ~ork _hard 
. i' The Kwai Chung road network 1s a!- for~ hvmg and have; littl~ ~e ~r ~nergy 
. ready strained by the redevelopment of · to_go·.9ut.and hell! othe rs: But it) also be- . 
: Tsing Yi Isfand (also part of Tsuen Wan _ i:ause·n?,anagement".'of ~ose ··esfates has 

new town), whose prese nt poe,ulation of been inadequate for a long time. We have · 
40,000 will be nearly quadrupled by.I 988. huge e,state~ of_ 40-5.0,000 people ·'.which 

:,At _presi:nt ; Tsing Yi's only link .with the have no focal point.' They're {!Crched cin 
mambnd is :a two-lane bridge; built seven top of high platforms 'and are ,cut off from 
)'"Cars ago by:the~ island's industria~sts . ·the rest.9fthe !_6,.,,n by highwan,~ :'. :-:, -: ' 
Plans ave 1:leen made to ";den.the bndge ··.·some positiye·changes howeve r may be 
to co. with 'additional ffic whi h has · fe asi le with . the go·vernme h"t's pro,;sion 
b~n ~enera ted . A new bridge will have to - of HKS4 million for the district board in 
be bwlt if north Lantau is to be developed 1982. This mom:y will _enable local com-. 
but access road cap~citr in Tsu~!! y.'af! ~ unit_ies'_ fcf <?rgan~se more· activities· and 
cannot be expanded s1gmficanlly. · . · ' · improve the ir neighbourhoods : By the 

:, Despite the magnitude of the task, it is end of the .decade, isuen Wan will be the 
no~ keeping track of the physical de.,·elop~ la rgest towri in the whole territory. Local 
menls which is the biggest headache for JO: officials will have ·a hard time making sure 
cal officials. Said Hayes: "The figures it d~s not degcrierate into Hongkong·s 
(char1jng progress of the new. town pro- largest ghetto . by the n. ~But the task," 
Jectsl look v_ery impressive. But at neigh- H ayes sa:d; "cannot be done by govern-
bourhood level where individuals matter: ment alo ne . The' people will have to help 
resu lt\ are disappointing and even dis- th em~clv~s. " · · · ·· · 
hearten in:;." · 

Ha)C!i should know - he spcn1 seven 
years a.s to\\ n manag::r (a job he described 
as "virtually impossihlc"). He eltpbined: 
"The , ize of our housirw e~::;t.:s, parti..:u
la rl) the: older ones\\ her".: :l-::~e are :ii most 
no rl·-·,:iticr.:!l L!.i!iti.:, .. :" · .. :-.:~ it di ffi..:ult 

~N LOr-;G stinks . It has a m:ijor 
pollution probkm bt:c:iuc;e pi~ and 
poultry ' fa rm~ and 5.1uatters fac

tories d i-,charge wa~te .straight into th:: 
stream · whi::h flo\\· in c, a nullah thar run5 
rigli: th: Jl'~h tk IO '-\,. 

'., .. _ • ment," he said .. · _ . • 
. - Only .Yuen Long town (population: 
60_._00Q) has proper infrastructUie. Most of 
the 200,(XX) _other . people living in scat
tered villages in the district have no d rains 
6c sewetage. ·Moreover, large-scale pri
-yate development is handicapped by frag
mented land ownership. Only a k" enter
prising_ ci~y boys_with. re~ourte!>.~·ere able 
to_ buy •ue t~rge tracts often in remote 
areas; build their ·own access road a nd 
drai nage" and develop low-ris.: middle
cla housing e'sta es lik Fairview Park. 
. It was' hardly surprising then that "dis-. 
o rdered growth"_( as the government de
scribes it) resulted. In 1975, a fre eze was 
imposed' on ' all private development ex
ccpt in Yuen Long to.,.,'Tl ana a fe .,., villagc:s 
designated as·minor layout areas. The mi
nor Ic!yduts h'ow'e_\;er remairied largely un
touched, though enterprising proper!) de 
velbpe1) carried on buying up land inside 
them '· .. ·- >:..'-'! -t. ~-: ..... i , · 1 .. , .. ' ~ • .- ·~ •· .'. .... .... . ,, .. r ·•, . .. . . . . 
.. ,- When the properiy 'inarket took off in 
1979. the lack of infrastructure in Yuen 
Long restrained development, but the 
pressure was on. An e~c n more enl .:rpri;
rng consortium , fighty Cny . "h1ch had 
secured ownership of 52 million sq . ft of 
fish ponds, want ~d to bui)j its .own new 
to\\n for 500 ,0fK-, ~-opk at Tin Shui \\'ai 
(Pl:! ·c: o f H ..:J\"c:, l~ \\':ill.:r!.) . T he c0:1,art i
urri is l,· J t,~ Chi-· Rc,c1.:r:::,. ti.. ):_:, 
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· r, uf th:: I'. ,•;-:-·~ 'q,e . 

r,ih:,c- ' 1) '·do;e it ll ,,•i,rd \L.:hty 
CJ!\\ f_. .. 11 j':J n, the go,.:r :1mLnt com-
mi:~i~-nl t.! d Ldsibilit) study of the north· 
"l' tern ·u ,\ Tc1ritories (\W:-. T) dc,cl· 
op mrn t r,11tl ntial. . :- _ •,:;.. 

; . 
_............ ~-.. ,f • ..I : lo:. ,, . . 'I' .... - ./ 

•• :" • • I : ' ...... ..: : • .. .. , 

• .... • • • • • • 1 • ~· f .f la • • I : •• / ' 1; 
.. 1."'-': J.,L,J"J, J • • •••• A\\. • ••,._< .., 
\ - . £·.,. ~~ ... .. . . "': - ! ,...-t, !" • • • ... , • 

--• v~ . • .,., ~ ~ 
.. ""\' "'-r- ,.. •• .,; t. 
• - . ·.··~-" . i.: . L 

.... 

.. - • r J-:- , 
he !.1 ud_y ~-is compieted ' last . Sep- ii~M~~~~~r,i -~~: -~r~-- J'i-
tc mber. It recommended that the i-: :cJ ) i 
goycrnine'nt .s~quld ~proreed imme;. 

dia tcly". with the planning and i'!lplemen: 
tation or b~s}!: jn(rut[l.lcturA, provide ;a I 
se,nsiblc frame~p.rkt fpr, ,redevelopment 
to be carried out::.as far~ possible by !he· ~~~~~~~If · -
pfr,- atc ~ector~ and fhal .. Yuen Long new •. 
tov. n could be further expanded to an ulti, . ,, 
male popula_ti on qf about 150,000. I(the! ~~~~~~3:~~ ~-."11!!:~~ 'l 

d is trict was to grow nat urally, its popula-; · ' ~ 
lion would re;,ch.470,000 by 1996 but, if a • •1- :_ 
'.'. ma}odr growth strdalegy~ was 2de~i_g11~a1 ebd, '"""'......,'"' -'- :·;~.t. ·· 
11 coul accommo ate up to 1. m1 100 y ~~lllil~il~!I r--..,, ........ ~.. .:.;'l_j 
then. ' .,:_ : :~, .-:', · ··--·: ·,_; . : ~ ; . - ~~~#.t.~~~~f _ ..:· -"t 

1 n fact ; the consultants" recommenda- - ;, 
tions -: that the govcmrrient should pro- ~,. ·· · 
\'jde the necessary roads, drdins, com-
mun ity facili ties and the like - are not · •. ,;.-~; : 
new. Similar pleas had been made by the ~~~£':G:,;:..-:S~~~.:-:a...i...~~ .. ~~~~~~:1_~h,:.......-...-- . ·_, .!c"...: 
dist rict office· and rural committees for ' 
years and ignored:~ .: . , · ~:: . , ··. : · · : · · _ Go-,em~r Sir Murray M~sle ose WfthJ reign f!f!¥ lary_ Lord amngton_: mt e land be~e~. 

The NWNT study ' however, proposed 1, · : - ... ~· ?c: :· . _ ;: .-~:.; : 1,: 

that a .. robust~ road network be built to NT DEVELo"PMENT .., , ::... ' = · ~ •• -. : -:: . • -: . ~ !.. . l .. .'·: · ;,,; -~ 
link Yuen Long with the rest of the territo-. - ---------· .- ·. !::· -..:. ~ ·. ·" ~ ~- ' _ - -,. . . • • . . ·. • =..,-,;. i 
2~·e:~. ~~0h~ng~rl~egya ;~~hu~~1g( ; ~~mand. -~TI~i-:~ :;~- ~ ~r~~- ~~- ~ ~0·7 ,·~-~-~;d~~~~; ~. 
Ko"' loon V-.n arf Co. - ·nking Yuen. . ...... .,. - ---,_ :"<:'\ .. / ,,,;i! , ~ ..::.,t:·,'f': 'J:_ •(V. 1 
Lo nf town with the Tuen 1un in the • ' · .• · :· ·• ~- .. t'---' ··-•• 'l G- , r , · ~'. • ~ - _· J ~~ -~;~ J~. 

soul . It furth er recommended that the ~ ~ - ~ 1!!\1 -W ~ - : .. ·!.. ~ - .L .. ... ; u-:1 
c1rea lining the railway be developed for ;_.,:.> f~ ,.. 1 L-( ~-l.! ' ::, · h -· · ·..: ~ -., 
1t,idc n1ia llrnm me1cial purpo es. Negoti- ·-• ~ • ,: ~-- . -:- : - - ... .-.• 
lli iuns O\l' r 1 he con tri:!ct have bet:n ogged - • ., · · · 
dt•wn, apparently hecause Kowloon he go - ernme~t is tl)·in~ tci d~a.t up .. · p1{iming.' 1i::~-~~ld be'° e ~si e r. tq' ~ ak~ ~ 
Wharf wants development~ right~ over the a 15-year a evelopmenl plan ·in the choice if · we' dido 't h ave the shadow ' of 
depot c1 nd termini and the francliis_e to. op- New Territories (NT) which in- 1997 over ·us~ But we hav'e got to get oui 
crate bu!>es in NWNT. · · .. ~ · - •· eludes a ;1ew airport, d_oubling 0e si:z.e ·of · ba~ic planning right :-. a bro~d p}(i~~C; 

Meanwhile, Yuen Long continues io be - the _Kwai <;:hung cont_amer termmaJ :?ID· :~h..i~ !.a~~s .'::5 .... ue ~ ~~r e~g_ ?.!~ ~~l./. 
different from the other riew !owns be-. plc;7t -:;:. thir_d largest m the ~orld - and __ ~"',c.4_ i,: .-i.J .qj_ ::- T~ ~r.~::--::' - :!-'..:t.:..l . · . 
cause the_ romm unitj, as1egislalive couo- . · the provision of housing for 2,?;3 million ~ O~_cny eno_ugh, ~h1l1:fi: ~:>'~T ..P!~ns H1 · 
cillor Y_ue ng p_ut ~,'.-'.;has not ¥e~ }:li~l~ .. i?e<?Pl,e br 199_7~• :fhe.plarining pr~~~~ aaequate f~r. o~h~ dev~lopmg ~un~~f '. - .. . 
by public ~ousmg te~an!5. There 1s a sense ~bV><?usly hamstrung by the polit.Jcal .u.~- ~~un~!llents. of ,fivf,. 1~, 9.r.r'l l~-ye_ar · 
of belonging to the d1stnct: w Indeed., some · _c:ertamty over the NT. lease: _all eroJec- p~ckages in H~ngkong under present_ Cl{i . · 
of the residents t~ere talk.;~ of_Tu~r_i. ~u~ . Jio.ns .st~J?JY,~~.J~s~-~!'!e.U ~uj1,~~- . · ~~tan~f ~o.t!Jd -a use Jn~~li '.P,O~~~ -
as a strange !!evt pla~~r _Id: Uk!! -lo, ~~ . _&oallY.•; -~ '; ~..;~ --: ~:.t ~~~-: 1.i\ ,-p-~ :1 ~ecul~~E>~ .. ov~:J~? .... ~ would, z:eqUIIc. 
{Tuen Mun], sa1_d a goven:u~1ent~n ~ny~ ,1 ._F,!Jeth~r.:. llie_ ~~!•<?~, of ~R •~. '3/}:µ~~ · s.o..~~ 9r~vado 9,0. the part of the; f!eXt gov;: · 

• er, "'but I don'f know anyone t erc·.". Oc- . nave alre'adybeen spent on !easiliil1ty stq- emor, Sir Edward Youde, to announce 
ca~ionally. the sense of ~longing e'xle-ilds . _dies are 'no more'thaii' ~ expeiisi_ve sliow. ,'the development plans 'in . a comprehen{ . 
to the hills as well - vina"gers guard their of confidence by the British adininistra: si,·e 10- · or 15-year ·pfckage. So until tbe 
fung shui (geomantic) alignmen1s·1·ealous- tion . (that . the status quo . w~ be. main- 1997 quest ion JS resolved, decisions to go 
I) · nd ha e fought pitched batt es ':Vith tained at least until_1997) is an open qu~s- ahead with long-term- .{>rojccts ,,ill ,ery . • 
ronstruction workers who needed to cut .tion,.: ·. ~~ •. ~.:·:.:.,·=: ,'.._:'~_-i.:~·.: "·- •. ;·;.,., ··.· likely be"presented in piece-meal form: a --
into the hills for fill. .. ; . . ' In anv case, the pros_pe,rous s~tus ~uo new airport, massive reclamation of the 

The NWNT study has now put Yuen -could cfis~ntegratc'. 0T.-1ts own- accord tf harbour, future extensions of Mass Tran, 
Long on a io~~mment short-list of,devel- plans .for economic arid social ·~rowth !re sit Rai!way (MTR) li~es and another ne~ 
op ment pnontJes. It may even be lucky not drawn up. Inadequate housing ands~ town, m the NT .. But re·gardless of wheth
cnough to have _Hongkong's future airport _cial scrvi~es could sp<!,rk. P?pu_lation un,- e_r.fhe: de-.:elopment pl3.11:s ~ill be_ un_veiled 
I cated nearby m Deep Bay. Whether the rest. An inadequate econqm1c mfrastruc- smgly . or comprehensively, · s1gmficant 
government decides on a natura1 or major ture 'in particular ~uld.result'i.n a dimin~ parts of the jigsaw are rea9y or are being 
growth strategy for Yuen Long, the area ishing role for Hongkong in, Ch1n·a•s mo- prepared. . .. . ~ _ .: · , .... .. , . • 
"ill ultimately evolve into a suburban demisation . To stop .planning would thus . The hase of the 15-year plan is econ<>; 
middle-class district. Moreover, its prox- place Hongkong's political and economic ink rather than social: where 10 put a new 
imit y to the She mhcn Special Economic future in jeorardy . airp(lrt: whether the h arb our c:i n he re-
7. c m Ci 11.1nfd, 1ng prO\ ince has en• A s one (>!ii.:iai put it : "There will , he cl:iimed to ena ble m::issh ·c c, :- ::1,i~11 d 
' L ,i ·u, : 1 Lvn(~ p,,tt:nt ia l. p l.:: nty of r• ,ipk li..: r e b) 1997 , v. hoc, c:r the .:-onges1ed Kw:ii Chunf c~•11,.1in.: r 1cr-

But the t>00m h:-!s not yet t->egun. There may be runni ng the place . These human minal and, to a lesser extent.\\ here traffic 
is still only a go\ crnm cnt engi neer. rather needs will be there and will have to be links with China should be built. The offi-
th an a project manager, o\·crsccing dc\'el- met. The lea~e expiry affects the imple- cial said that as the airport and container 
opmcnt in Yu 1.: n Loni:, : and he i~ still un- mentation of plam - there are many op- port extensions v.;11 be major ge nerators 
able 10 get rid Clf the stinl. in the town . Ii tions . perh :ips IO CI many - but not the of urb;, n growth. th eir )~cations wj~ ~ave ' • 68 I 
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to Ot; JL , j, J {ir, t f wu ~,tc ~ r _:ng Inc.- t-_., .. f--1 1 "'\\ (' rl ~, i..; n ~: .r.tl·, r- -~;, e-- , . ,~ ... ~ ;;-· ·:. · ) 
con,, l red for the 11 -.: a1rp0r. •,.. ;-i i--h v. ill li,>n ,q . ft s11e c;.:!1::d Tin Sh 1 \\ Ji nc ar I E.::....::-;:-:; , •, ~ • r • ~ e " • 4 · · • · . i 
re lace the 111u • .1,ingl) c:ongc~: .J f..i.1lity Yt; ..: n 1.. ,1 g . • hfhty City, the consortium 1· - · - .. _ .... .-... ~ • · --- · 

1 

at Kaitak. a ,.nJII isl.ind un th nurth ~1de behind the Tin Shut \\ ;.i 10Ject, had sub- v.oud thu~ 1cnd \l , ;g'H to dc-..dopmcnt of 
of Lantau c.:illcd Oiekl:lpkok or some- mit;.:d its plan to the go t!rnment in 1980. norrh L.muu, suu ,.:es say . as gr0v.th 
where in Occp Bay. The pos~1c, ility !hat Buth . igh ty City and government offi- t\Ould then extend m :m .ire down the 
Portugue ,e-administcred Macau may cials maintain tnat delay in the go-ahead ..... es tern side of Kov. l,,on. 
build its own airport does not appear to bas been caused by the need to wail for Ho" ever. an an:ily-;s rif development 
mailer in these deliber:i tions. oth..:r .re l!i0naJ studies to be completed to trait" 5ies sug5c: :rd b) th :--.WNT study 

Essential feasibility studies for the see whc!re public works resources can best reve:i.!s chat. even if Yuen Long (popula
Cheklapkok site have been completed , be allocated. ~ ·. · , · • tion l~- million) is not slotted for m~jor 
but the i:lecision/announcement has been · · • ~ \ .. ·".: •"-" -~.u;;; ·· -!'" : ;...:;~.:;- -" growth, the Mighty City project could stiU 
put"off until the ~nd of 1982 on what ob-" ,.-.. ·,• •. tie govemmcnt"s·resouicd"a:~ go ahead albeit scaled down to accomriio-

. · ~C:rve~ rega~ .~s~liti~ grounds (pen~- . . liimted; .. explained·a senior of- date , 1~ 150,000 people instead of 
- mg some clearer indication from the Chi- . ·• •·· J.jciaJ . ...::'We- must :follow · the 500,000. Government sources have pointi 

nese ori the 1997 issue)."The govenuricnt: · p1/n~pl~- that •7~ry" ~oll~( !nyes_ted ~ II ed ourthacthe Mighty City proposal in· it- . 
. however, aitribuTed the· delay to the need have t<?· produ:~-~ultiple b~nefi~:...lf ~w~. self is a good sign of China's confidence iri 

"to conduct other feasibilitj}tudies (one on· must build an au-porf"lrt•Cheklapkok: we. Hongkong' s continued prosperity. Ulti~ 
'; :.:.:. fauna 00 Cheklapko~·anotlier·for an a1: ~il~h~_ve to bl!iI~i(toa.ct~_oda't>rrdg~bk-1 matety; the size of the private new town 

: temativ'e ;ite at Deep Bay)lf.~.;-,::'; .·.:-u: mg north'Lantau WJth 'rsuen \Val}. HaYtnt . has more to do with planning details than 
. ' .t·Thc Deep Baysite ~~~ qwlc apart from ~uilt'rhtbridg(we_·migh(~s'),?tt~~Top! politics, the sources said .• • , . .. ."·,· 

the political implicati9ns of its proximity north Lantau,- wh1ch can accommodate . There is, however; one other planning 
to China - merits investigation because a 609,09() p<1)ple : so_ t~e'.~ol!an spcnfwill be and poli tical detail which lends weight to 

· northwest New Territ6iies (NWNT) study· ""'.(?rth, '!l~ny ~h,rygs , Jt_does1ft m:ik~ .ec0:0 the major growth strategy for NWNT: _it 
has re ealed that the vast stretches of flat ·nomic sea ·e to ~end all those. billions on ·woulQ lock io nicely with that develop-

. - land around Yuen· Long could b~ _deve:· :·the briclg·e-fo Lantauand Chek'iapkok and ~ ~n(takingplace in the Shenzhen special 
. loped to house up to _l.2 m~lion people by· then. SP.Cncfseveral more billions 011' 1nfra:~ economic zone • across the border. The 

1996 (a million more thari is" presentlf. stnfrlur~ osupoorf 500 boo pecipll! ilTiii ~ study has shown ·th~t it. would be __ 
• ' · planned for). A "decisi<~m. ·on tlus m_aior" Shiu. Wai:~ _-;.,·;t :.i~~- -~ f·'t:· r; .u;;.:; · feasible to build a major road linking the

gro~ h· sfn:t~gy is likely 19 be _made,: t~i~ . .- ; ~_!t-.,l!jrl:i_§~r.~pti~ois: ~1s~b.e:i.~g'Jrepa~~ planned 240-km. highway in Guangdong 
y~~!-: O_ffjc.r-al sou~ces s31 that if the ne~ . :- to exari~~~ ,t~~-feas1~~ltt)' -~~ r.~~!~1m1f!~ province connecting Shenzhen with Can~ 
~rt !S to~ locat~d_m D~ep Bay, the lOQ-_1]9..!!_ectar~s ~f.~t~«:~ be~ee~ Kv,;ar. ton and Macau in the north . China has al
maior growth strategy will be adopted fo? Chung _and Stonecutters Island - and; ready awarded · the . contract for the 
the NWNT. : ~- ·. ~-- ~'..' .: ·. · _ ! -~- _: ::.- -presumably," where. th·e billion·s ·of1tons'of HKS240 million Shenzhen-Canton-Ma
t The genesis of the NWNT study, iront- ' fill required will · come· from:· If 'reclaina! cau'highway to a Hongkong Chinese firm, 

ca.Dy enough, was partly a proposal by a· tfon"is feasible , it will eliminate·rhe·oeed to · Hopewell Holdings. · .• · . . -· 4 • 

private consortium led by China Resour-_ find another site for a ·new container port I Gov~mment' planners , however, have 
ccs (the Pedple·s Republic state trading since the Kwai Chung facility can then be not stopped at NWNT. A study of the de
corporat!on m _Hongk~~g) to de v~lop a ext_ended . The ~ar1>?~r-?ri.e~ ted strat~gy . velo~m-~n.t ~te~tial of the northeast ~ 

,---- _-. ----------------------:------------------ ---
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,E~TI i~ u1J.1 ") · "ir-ii~. v.i ll p .... ,.i -Jt , --..!. · · ., ~ , - ., ' •'• • ~ 
.. ldh >: 1' ,,....a . ,. ~ "1:rncrsv.ith ;,n,,J, .:1 u t1on,ca t I e .,._ . . :- •• __ .,., ,-'-'-,_:. • .J' __ .!' • , 

,r1h-~outh ~:rJ1cn1 , in cac,c it is dtcidtd ,. ., , 
:,J • -=-~ ,. "'1 . .... ' . :, ~ . ! . ., . . 

)l toJ~pla• r•- Kai,al..: or ifitisckcided that ~ .. I -- ... ,. . - ' -- .;-~ ~ ... -- ._:; , .. ~ . !' .. "' • - !-~· 'J-'1i. i "f, -· ~~-... -Jl. ... ~·· .. , { • l, · ,.~ .". • 
,c priority is 10 il'!1p1 o:-c tr~ffic links with .,.. . -~ ;:.__;., ,_ ,.._,, · '-P' 'if ,r _ • t.. o c . ./ __ .,.,, . • ..- . _ 
hina. . " 1.- .,, ! f1. r ~"'. ~~ : ... : .,: : .1· - ~•·. ; ~ : ' .. i . . ~ :_,.~- .4 • • .. .. • , .- • .. . 

PTclimi~aryrcportsalreadyshowsigni~ , · • :·!. · _,. .,,. ,..,.,,~o-,, .. 7-_,...,_ , :--·i.~.·,-:•: - . -Brt."ID.r!dgc~ . 
; .::-'--'•· .,. •- ff-. L.., .. ,,f .... • · .. .. -~ ... , • . I "!If,• · - , ,. ; .... ··-- .. • :--t • 

Eant ' growth potent,al _in · thc NENT, · , !,,,,h•• -:-'1 1~ •I. ~1\.1 .'J.~ ..r!, , . ;,;..:1:. -~~~r., .... .;•: l' . .,,, •,.:•:- • .-- ··- · ; ~- · :r-
hich · woula straddle the · Kowloon- . -~c.• :- .. iiiafd;i &~~ u~·J6jin~1¥.~n..dgd;r ~ ~~--~as h~d_ tbe:~t{n_JisJ~~b1e'eY~ ·~(@I .. 
'an ton Railway (KCR)'iine: Electrifi~:: : first _budg~r is ·_i;enµ~~t_ of t~-~ . ~~~asmg .1~~ ~v<tr'h_ang gf carry-o_ver P,f..0- -:;: 
on and double-tracking of the KCR, due : .;.. difficul_ti~s . ovenye;iglj! ~~P}~ jacc· J~cts fron;i one JC:ar t?. an~~~~r [~ th).ro~i. • -
; be~comple"ied ia 1983, provides a ready . '":ith regard t9...,b~$,: tljfY, }'nq\3/~a bal-.. . s11erable _ fi_1:an<:1al_ . ll!]Pli9-_t!o~s . f 9r, the; ·, · · 
ase for the not1b·_-wuth stiati:gy. The cur- anced_ diet :is _ essentiaj!, but har~ .. to years foU9wm_(j. }t it now cons1d'ere_d .lll~. · 
~nl upgrading of the Taipo-Sha tin road achicvc'.:4 · balanced diet, accor~ini to, the. _ !l.u~ 1s the w~ong !iPP:Oa~-~- ",No, de_~ W¥, --; 
·ould also enable an anerial road to be goy~~m~n.t's financiaf policy, : 1s· _ one; g1~er:i <;>f ~e l!ew.p_roJects. l(!J ee\ed_mto ~e 
uilt northwards ·into Guangdong pro- , :wti,.,,,cr~; _try{ growth rate _o! pubJ1c _sect~r pubh~ ,wo_r~S.Pf?Sramme as . a result (?f 
ince.' ·· · · ."· · -J J ;,, • l--- ·•· i corfs\impt19 n docs not co.n_tmuou~ly out- unde~;util1~al1!1rl..Pf the vote,):,ut these 
Admi tt edly, the logic of this northeast- !_ strip'tli at of the gross domest(c · product P!'o)e~l\{n, f;_;\caJJ2§1 amount ~d tq _J:~7 . 

rn road link with Cnina has bc:cn some- {GD~). :-_ Such lack of mpdcrat,on_ v.ould . bilhon: ._. , ; f ~ . . J • _ •. ~ • • • ~r, 
, hat eroded by the announceme~t that put in jeopardy ~h~ health of the economy. , Brc':'ndge ~ -[!~d~ that, wh~e he 'l;iad 
he henzhen-Canton-Macau highway for it would prevent the interplay of suP: _ done.his bt:st to restrain gro~"11, ~II lo;<>P-. : . 
, ill start at the rder at )...okmachau, ply ~nd deman~ f orce_s· ~ -fa"19.rs v, hie~ ~ole~ . ar~ not __ ~lo~C?d:" . Th~; p~e. pr_oJect, . 
1,1rth of Yuen Long. But as far ·as Hong- k,eep H5>ngkong s e~nR1!1Y. :~~u~ ~ 9 vi-~• hkely to dr~w. t~e go~crnmcn.\ , mto -~- :_ . 
,,ng is conce, ne~. the norf1i .:Souffi stra~ gorous. ··: -.-;- ... __ • __ -.,. ,.,- -: . .. , . _ ' . plan ned commi tments 1s the fass T ransit. 
q~y'i.merits - the 'ENT stu?y w~scom· : ... However, in 1981, GDP in real ter!'TI.S .Railway (!\HR). The T ~u,·n Wan c:x\en
ni~sionedbefo1ethcsouthChmah1ghway ·. grew by JO% v.hile the public ~cctor ex- ion is six months ahead of ~, he ule and 
~·as announced - stem from the HK$3 .S panded by nearly 22% . . "T!iis i~_unaccep-_ ~ithin its original. bu_dget of HK 4) . bil~ 
Jillion (USS590 milli011) invested in the table except .is a fl ash in the pan," Brem:.. lion, but the Island Lme (due for complc~ 
KCR (which will have to be recouped) and ridge remarked. '.'I ace.cpl fully the stric- tion in 1986) is already l 0% over its origi-, 
he fact that the only road into China is Ii.ires I shall get," be .:1dded brave!)' .' nal budget of HK.$7 billion at 1980 prices 
,till through Mankamto in NEf;IT . . · · · Throughout his hudgct speech, Brem- a£ a rc:sult of the first two ma in ci vil works 
· .. · · ' · · ~ ridge emphasised the need for "sensi tive contr11 cts .. The HK$3 .5 bi llion earmarked 

he easi~st bit of 'thc ji?sa,,.:, which restraint" hut not "peny-mi n~cd mean-.. to ass ist in fi na ncing the Tsland Linc last_ 
· ill fit into any of the ocvclopment ness.: He then set out to h ep gro·.!.1.h in year has hccn u~ed up to offset the da~age 

.. strategies., is housing. C.cnsus pro- goverriment expenditure this fi scal year high inte rest rati:s v.- ere causiug on . the,. 
1c 1il•ns ind icate an extra J.5 million peo- down to 18% in money terms, to leep in MTR corporation's fin ancial po~Jtion, ."A. 
rle in Honf l.. (mg by 1997, bringing the step ,,.,;th for ecasted GDP growth. In- further capital injection may have to be_ 
1 :al to just under 7 million. Th is mea ns stead, total expendit ure in 1982-83 at conside red in 1982-86, depending on the 
hou ing "i ll ha,.e to be provided for 2.5-3 HK$35.5 billion (U S5:6 .0-l billion), ls 31 % . _ levels of in t rest rat es, other costs, profits 
rnilli , n pi:ople over the next 15)•i:-ars -=- "a more than the previous fo.cal _year's - or from p rop c: rty de\'elopmrn ts and the 
w n~cn ati vc estimate" an official sa id. .so it seemed. . • . : ; • : .~- ... ~-·. , ~ ' · Joan_s to · equ'ityfcapital ratio," stated the 

Even !,(), this massive housing require- . Jt 'is at this point that the apparently pudget note . -_.,. ~ ·· - -: · 1 

mcnt -equivalent to Singapore's popula- swoDen budget becomes a little complicat .:,.. · Alth5)ugh Bremridgc saw fit to warn le-. 
t5on siz.c by the year 2000_-=-__ is no longer'- _ed3 .Muc)l of the increase·is on_capi~aJ ex-. gislati~c councillors against pushing for 
the · pivot of future development. Plans penditure, up SA%. Recurren_t expepdi- · more funds_ for the4' ,_pet pro_grammcs; 
h~v~ heen or are ~i~¥ lai4, to hous~_ l :7_ t_u~e is_only up by J 7%, w~ll~ithj_n gro~'$ _: ;.~it!i_ouJ sugge,st_in.z v.:here balancini C:tJls 
m1n1on more people m_ tpe seven -llC~ · ,gu!deJi'les. Howeye~ ~re~~~ge !!as pµr~ ~ ,~ .e.m~d~ J!:SJ,mlikelx.Jbat be_~"!q ~f-'. 
towns in the NT (Shatm;_ :J:~uen · Wan, posely over-~u~geJe~ t}~~t.a] a~~l'_l\ . .Jer_ ¥1~Y~ti:1~~l;S _fr~~ .Ql~m for pver:-l 
Tuen Mun, Yuen Lor:>g,_Trupo, Faming- by HK.$2.6 _brlli~~- Of thc"H_It$16 billion: Y-I)~~g on rnfrastructure a~,d~ ~t:her1 

She_ung Shui and Junk Ba_y)~ Urb~ ar~· capita)_ account,· only" HK.$1_3,..4.J>iU_iq_n is . items on th~_capital ~.ccounk.: - ·:: - .-! ,L. 
can ~ ke anot_hcf 250.,~;:..~ 1 :f: -~' t ~ f .,_ · lil..fly to b.e spen.t~:S~2J.% if!.~ease. (9ii · ; : 'More Jan~ -will be _produced _(644 bee- ' .; . 

This leaves up to cl: rrulh9~ more p~opJe · l''.1p.e~ ~en,_h{~l-!$ sl!~~'!}_t~a!t~fal expen-"·. tares), ~f wh1c_h_14%_ (!il_l !"!a.) will be sold.f · · 
for whom housmg ~ have t.o qe built ~y d1ture 1s.es!unatt:d to increase byJB-21%; : ·_Land-pro_duch9~ pnonty 1s base~ on the ... _ 
1997. "We can either put them all m · depending on ad1ustments:} · ~::-0--~.;.-· · _ ! need to produce more : fo_r housing and ; 

vmT, or 600,000 on north Lantau .ang . ~ Wby°Jhe' ovet--provision? It comes llll~ 'roads:~The totjll expenditur~ on transport, . 
the rest in the . WNf_or NENT," an offi- dcfr ~a . l_lew"': capita]". works~:reserve -~nd 'r~aa.s,-civil engipcering and I-and is esti-, . 
cial said. ''It's now_tim_e to realise that our {CWRFJ. of HKSlJ...billion. ~RF .bas , .~ated at. HK.$6.:4 billion - 17% of total! · 
grand housing plan is tui:iriing__out," he been set up to finance the new town devel- ·_ expenditure :....::. ""compared wi~ only; . • 
said. "Over the past ·eight years, we have · opment programmes (indudi_ng a string of· HKSI billion or 11 % as recently as 19TT-: - . 
put tremendous effort into social facilities_ expensive feasibility studies on the New ·. ,8, n Brcmridge pointed out. Lan·d pro-
- housing, s~hoo_ls arid_:-w1:Jfartserv1ces. : Tcrrlto·nes),foad building'anqla'hd acq·ui, · ·;auction, he added, was now seven· times · 
We must now re-evaluate our priorities. sitfon. , Jts establishment, Bremridge • inore than five years ago. : ·· · ; 
Jncreasingly, the priorities will be eco- argued, would show for the · first time a . . The fact that 1981-82 revenue frorrdand 
nom.ic." link between the government's invest- · was HK$1. 7 billion less than em-isa_ged - . 

Having assessed the development po- ment on and funding of capital works. The despite the provision of seven hectares · 
tential of the north-west and north Lan- outstanding commitment on capital works more for sale than estimated - gave : 
tau-harbour regions, the administration stands at HK$23 billion. 'he· said. These Bremridge a chance to demolish criticisms 
wil have to knew, wh<'ther China will al- commitments will henceforth be pajd for "that the government adopts a high land · 
km H,,nfk0ni; to follow ::i n:itur:i l f'H' " th out of CWRF. which will he allocated price policy." And despite the ~current 
p:ittcrn hcinre it d<:cide~ nn the ort ion 15':o of 11.:cum: nt and SO~o of ll\nd ~ales re- cycli cal rltn, 0 1 um in the property 
\\ hich would produce the mu,t t i11.:,rne , ·cnut :innu:1Li~. m:irket. ·· he ,iJJcJ . " I ~u, e complete con
re~ults in economic, finan cial, politi cal In the pa~t. whenever it became arpar~ fidcnce in the long-term prospc:cts of our 
and en,i ronmental terms . Then :!gain , ent that total expenditure on public works real estate developers." _ -, 
pe rhaps the massi ve pile of development was going to be less than the amount pro- The puhlic housing programme, bow-
~tr:11cgie bei ng assembled will hdp China vided, ··steps were taken to inject new ever, has not been cnbrged dc~pite the 
dr:c1de v.hat 11 w:101s to do ;;hout Hong- rro1ects to make u~e of the fund~ a,·aila- fact th:it there arc nO\\ lW.000 families on 
kong. g hle.'· stated a Financ;:c Cumm1ti.:c note . the wa iting list. The puhlic housing 
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bu,.!1:< '.. _. 1 . · S.t . l billiun . n, J P b) 5°~ on \' .. ,.- · e :" " n• ions tr.is is.:al year com- :?.:.: 1 ;--:-:;;-: -

} Q j ,:. P.c ~J ,ernme:1 l tsintrn,c ,')OO p;,r J 10 ~7°:.inl9SI- -· ---:-.-:.:..\.:.L\.L~!~•~ :::::::~:::.~-=..:::2 
b ui ldir£~,1u.:ll; ;:,navc: agc31,000 units It ,usasimpleenoi.:g.'J u ge: inbroad -----
for rent. ph.:s another 6.000 low-cost flats tcnni; : there was no nc~d to raise more • If expenditure and revenue esti::::i t::s 
for sale . unde r the home ownership mo ney through incre a ed direct or indi- wor out accord in g to pl :m, the rnrplus in , 
scheme (HOS) for the next f~w years. ln rect taxes so ta,: concessions amounting to fiscal 1982 rs expected to be a modest 
reco1mition that these fl ats were in danger HKSl .4 billion we r.: granted to sab 11· HKS3. 7 billion - down froro the flesh 
"f bc:ing priced out oft~ reach of lower -.;orkers. industri::rlis:s :ind rlayers in the HKSl0.5 bill i,in in 19S0-61 a:id HKS-:- .6 
middle-income f~milies, ttje governmen{ foreign -exchange market. billio n in 1961-82. 
last year decided to e.xc_lude the land ele- • However,- no 1iscal restraints on car · Of coursc,.all Bn:mriJge·s hand-~ ring- • 
ment from. the sale prices of HOS flats ownership were introduced, despite clear ing about restraining the size of the public 

· . which · now ' cost · HKS127 ,500-296,400. waq:iings a week before by Secretary for sector presupposes GDP will achieve ao . 
· A'.r1other - concession to - aspiring ·. flat ltansport AJap Sc,ott that something ha~: 8% real growth. He .did not indicate bow 
· owners will be the ptovisi(?n of another to be done to check the 30% increase in · he would respond to a smaller growtli 

19.450 ~its ov1:r ~e next (our ye~.::..:. to private cars since 1979. From his budget though on other occasions he' has stated 
• : ~e sold pnd'er a priv~te_ sect_or participi}- . speeclj..j~js apparen_t that. ~ken0dge is . _tha~the gove~ent will not spend its way 

. tion schc:me_(PSPS}, s1m1larto the HOS- not prepared to enter mfo acnmoruousde- • .out of a recession.·.;,:, ·,--, 3 , 4 · .,.. ' i -: 

. ·· - .btult. bY. private developers.;,Consid~ra- bak~th thc'~arowners"~o~byoverfiscal ~ · •. "'. He expected Hongkong's main markets 
- : ·tion is being given;" 'P,r~mngge'.'°,sa_fa, "to' . restiaints'. It will be left to traiisporn,ffi- 1 "to import "substantially more" this year_; 
._ ways of extending thl'fi=v;is~d pricing poli- cials t'Q dfv_ise'-restr~nts. on ::15•~~e_1•.~11 . 2% by the United States, 9.5% by Briiain 

cy[toe.xcludel;Jn~c6stshoPSPS~ats." ~ \. ,_ , ,..., . · ~- -c,,~ · .-~ _- +1--r , • • -· ·.·· - r · : I 
rf.owever, _productron .ol ~ther pnvate- .. . • , t . ic ;.;_: - l ' "t:.., .-:.., .•. .. - . . . • 
5scct000or Oats _hfas beth en_ redfueed by · somde· J;;IJ...,,,.,,._-. -.·: ·- _ • •. . i :,/"°<'! -:_, r ; t~; •, _ .. r1,: ·., · · • , - @ { I 
.• aycar. or ~nex! ouryearsan . _ .- -_~-~-~L-- · 1 - · - · · • _ ___ ---,'}- . : 
0'},ly25,_cx;><J instca.9.ot:_anestimated~2.~ . - -: ~.:. . _-_:-: __ r _HE LINK T(). YOUR ' : . . '· •. ~ 
• II b_e _pfod~~ed_aonl!~Y: ~ - · :."!. ·-· • :;:, ._ ,, FINANCIAL:FUTURE: THREE IN ONE • i -

.. -, 'Jbe .wov1s1on .o_f_mor_e.J!!-nd ~or, :PS~S :..;:: ... ."i;;fi =<-.-,- ,. ~~~ ... ;-'f, •: · -.•_f:- . i, · ;,.c. ,r~•..11·1 t c;:~.-- t 
Jlats, plus (Jlc 2.5% salary tai concessioas• ;J-.:•; · .f.· PersOf)a Financial u:,nst:dfar,/s Ur! now·ohers· a straighl forwafd - 7 • 
-~re B_rcrtiiio~e's)·~ys o~ helping to ~~_l_ieye ~S;;J:;71~g~a '!!/<f..USJ_ng 7t?ree. of_J':~dine -Flejiing's ~unds. ,_·t>!' -~ t;'t_f~: • ~ ! r 
p ~e~u r~. 9!1. t~~ ,m1dd_l1:. -class ~ qr sand- • . . ---1; f - The Three Funds ~-!. -~ f -"~' 8::-:.. ·•. -•. ~·I . . ·- :~~ F-c~ . > • t' ' 
wichcdsocicty -;: whomhcadrnowledged - ·'·i: •:-L• - , - f' __ ~ ~ ·:•f- · - -- , •-- -~ ·.. ..r ,, · 

• tfie' mainstay of the com'munity." • ~:: -~ JF C~~renc~ and Bond Furid .._.-:. tnte~allo~al rn!erest_ bear~ -· r ·! · · - •• J / 
4 . t·~ • _ - · .. · ; · .• - - · ..:..· ; - - - -• • - - secur11les wrlh particular emphasis on currency ~:d~raliOns. Gold 
{ • .,. , ri 11 ' - ► • • • - - - - 1 • • and sil er ma also be purchas~ " 1 - • · " ~ , ., • • J · eanwhile; a:}afety net .of social , IJ.- -: · ~ Y. __ .. · , . -~ ·,_.,,, '. f • · r.. ~~ . _; · - - 1 

- welfare payments was extende_d to . ·:; - -, JF Pacific Secunties_ Trust -:-- l~estme~_t, f' Jap~n. ~~ E~~ A~a 1,i· 1· 

1?3,009poor,elderlyandscverely andAustraha . .. -,~ :~ - ·· · - . . , .~ .. -~ . . · . ..-' •,: - ." -· . 1 ,'. . 7 ,:-·,· 
clisabkd persons 9:-ho "canno t make thei:r Jf lnt_~rnat1onal _Trust_-:-- Woriqwrde ~urty 1nves~E:n!: ~~~!nter_~sl .• .. 
fair way "in society" ..:..:. an i~crease of _ secur!!':s and gold, r:iay a!~ ~ .co~s19ered . . : . . • ! • . ;.. ·., _ . 
21,000 people . Payments provided under M t · · J • J • • • • '~ • • • ~- - - -. . anagemen ~ _ _ - , . _ . J ._ , ! , _ . _ .• - • 1 , 
the public assistance , old-age allow- . . • . •·. . -- . : . . · . . . · • • ~ 
ance and di~ability allowance scheme are PFC , ,n c~n1unct10A with Jardine Fleming , will advise you~ the , ·-
no t ge nc:'rous: HK$l75-350 a person a __ spread of rnvestmenl between the _three fu~ds , _low cost switches can 
mont according to circumstances and . be made betv.:een funds to .allow_ !or chan~1ng •~v~trr;en! _c~,t1ons. ~- I 
HK~ l65-250 to depende nts, plus rent al- ~eg~I~ _valu~llons_ ~ ~eporlS wi!I be prov•~-ed _ · •. ·• ·. - ~ · · · ~ 
101.1. a~ces ." . . Investment Record (as al 31st J anuary 1982) _ . 
_ This level of payments, however, 1s very - .' , · .. • 
much in keeping with the government's Fund .. 3 Years 2 Years . 1 Year -:J 
yiew that Hongkong is not a welfare state. · . , ... , JF Currency & Bond 1 ·• '-· · _. .;. :---
A rgµably, it wi ll stop 253,000 people from Fund ' ~ - USS + · 27.42% · +· 7.40% . -..._. 
starving in the streets._ Only some 5.5% of . : L _;,. . • • - --· 1 :. _ _ .....,,. HKS -- 1 + 54.03%. + J~-59_%_ ~--_.y 
the pub_lic_ assis~cc _caseloads consist of . · :, ; JF Pacific Sec~~~e~ · . , , -;; _• • , . , . i ,_..;.. ~ . ;, .. -;:. · i 
u~employed pe~!)S o~.those earning a _ - .• ·-•,• .Tru~~ ... ~ 1 .. -:-,c. _ . USS+. 81.94;0 + 68.42% t 0.73% .••.. 1 

1-'l 

.,._ 

1' 

Jo~ .income~ _a gcivernm_eo.~,, statements _err~ ' __ . - . : .. , _1 · _: _. ·• HKS ;-1: 122,83 Va -t .103.45% _ -+ 10.00% .. .:: .. ."' l 
da1med. "· : · ;;;~-~ , - .. · · i _. . . • JF.lntemalronal Trust USS + 62.45% + 11-58%,, -:15JO% l :;;;. -

Social _\. ... elfare's,s~_are of the public.;sec~ ..,_.-.J-.':,--·.:: · ..::7. -. i •. -__--:=--_ · HK~ + 98_87°ro +. , 34.78% :.. 6.60% 4 ·-l 

tor ~ke has p_een_ reduceq fro~ 4.2 Ya to . . - The three funds reflect the performance of their respective areas of f ~ . 
:9:~thoughi~nmoneytenns,itsHKSl:5 -· c• : ,f inves1ment. ~--:_:.;;;_~,~-,f:. -;._;- --:r=.~- >~ -~-:--. ::c .,. : , • . - · ., , , , .• J •~ 

.. b1ll1onbudget1suel5% _Butmorepublrc -:.--: ~.Tax' Advan'iages ':---~ --~ -.. -~ .. :~~ ;,."_A·.::_ :..:.:_~ --~:•:...-:·~~~:· •·-: _ <_: • -..;:, 
rows a out allocation of the government's ., : · ·: · . · .. - . . - ~ - : . • ,-. , . . . _ . . . ,. 
Jar e e ~ill undoubtedly ensue: the . ; The thr~e funds, are 1ax effic ient 2ccurriulation s; ,an d1v1~ends are 
Hon kong Council of Social Services; an : aut~matrcall,Y. reinvested. Fu!I tax details can ~ suppued relevant to • . • 
umbrella organisation for voluntary servi- , _the investors country of res1denc~. Substantral tax advantages are • . 
ces funded larget1 by ·the government, is · ' ': ~vailable to the non:resident of Australia and the United Kingdom 

· . already complaimrig of insufficien t fund- ~1 -: prior to their return~ - · r: · 
ing "'hich, it claims, is res:;aining much- • - -, ~. 1 - •• • 

needed needling of the government bu- . , ___ ~jnil}"lU~ Inves~ment: ~SS2,000.. . _ . · · · · , • 
ieaµcr_a cy. •. . .- , i. : ·To find out ,;;ore· d-etai~~_oi th_e tuncis c1!1d 'h9vrto 'invest, plea~~~ -.!:~ s. 
e The "ovemment, howc\'er, is not stint- J t th t tt d ·r · 1 
ing on 'fts community building efforts_ In 1 __ _:_ornp :_.: _e. ear-o _:oupon an ~~ rt. ; :'.:"~ _:_ ~ ~ :· -.:·, =_: ~ -. · ·.::_, 1 ! 
fiscal 1982, social welfare volun tary agen- . ·, ' W.H Glover ' -- , ~-:-. - ! . S ·. ·-.. •· ! . ! _ • . . · · ' :·. !-
cies will receive 75% more financing to- I Managing o ,rector - • 1 ~ .:: • · 1 · • l'.". - , • •• - • , ~ I 1 
tJ l!i r.b nearly HKSSl million to operate a I Pe:scna! Fina:1c1al Co<1sult2nts Ltd I 1 

s~r:: ,g of )Ou:h. d:ilJ~cr: :i:;j co:rrn: ..:ni )' I 30 i v. c r:d Trz::e Centre Cat. se,•,ay Bey, Hong l':o,.. -; I ~ 
c.:ntr . , :ind to or!?:in:se acti~i ti•:s to en- Te1epr:one !>- 790:>.:.:a . Telex: 63~77 PFC HX , 
cour;; ~: public p:i ri:cir ,! ::o n in identif) ing I P~a:-1: send me 0-::;; ls of ho~ to _im,est •(1 PFC s. JF 1.1:n:,;;c.:: Fund f ; 1 
social needs, to mobilise community re- I Name ___ _ ___________________ f f,. L _-
s0urc.:s to meet th.:~c needs , to de. clop Addr~ , ~ 
vcL-: ·, : ~ s~~•:..:. gr .:-:.. ;:- ~ :in:! pr.) r.,J t::: I ________________ ---·-· ____ ____ I ; ~ 
g.,(~ ~ r(..' 1: l,,: ,!· ' :. a n, ·1~ nc~ ..: \...!°',.'l.! r, L_ Te :..:--- --.":.'". ::..1 .·. ·s ... :c::•·:-:;·.-; _________ r: r :.-, .... -. -: r-: _I ! 
Cu.~ .·_. i - ., ·:-~- •:.: ~' : :.· • .: ~? ~= J l' ' ' 

71 



., 
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C:;2 :tT;;-z.~ s 
Indirect Taxes 
Land Sales 

Sb.} 

39 2 
12.5 
3.8 

12.1 

-
< 

35.5 .. 

.,. - 1 . , 

2.1 8 + 12 6 
10 8 + 15.7 . 
4.1 ...'... 7,4 J 

9.8 +23.5 ; 
. .. . . 1'r 1. ~ . ~ 

-1- J ~_7.1 ,"-- ' JI., -t-31..-0 \ 
~- 10.4 :::• ,d'J53.8-
·: ~ 1.s.1-.'IO -~-fJs:u,.-· 

... -~· ~-- ..... ·~ .... ..,, - . 
~ " -4 ...... . 

( an s) ·.'.· .·._~-_ .-
DT }. . ,. . 

( Cs . ~ .. -:< -~ _ . , 
loans (B~n_ks) ·,~;·;.:if~'-;· ~L;:,..< -\ _..:· ·· 

For use in ongkong· 1..: .- • 103,375 · 
For use abroad ·;_· ~ ·- . · · . 33,410 

(DTCs) _. -:;, ,._, ~l: · ' ' • . ·f • -

For use in .. Hongk;n~·- ;•_· .: .. 40,034 
For use abroad -:··_ .; .•:i · 45,255 

, oneySupply(MJ)'-~·-~, .. ·· 176,81 8 

75,490 
2],511 

23,519 
-~ 28,636 

138,733 
120,454 

+36.9 · 
-f:21.4 

.... .. :, ·._ -. 

;·+J0_.2 
+57.9 

~+27.4 
·+21.2 ·. 
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't': ~ ~ -~~-== :.-=--' . 
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~~ 

, .. 
-. •• (of which In HKSL · '~ 145,933 
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~i K .. V &~ t'Ji.lt ,. . ··. 'i:T x..., · the group's interest 'dOcs' not necessarilf 

~ -,, i.~~~- ~ ' _ >: . .:~,,~ -{t§,~·:~la-; . !:'.u..;.-·p-~~ .-;:.~ 1,-'.f 't~~-'; . ,_!..'.,_::-_ ·_,· ~ • contradict mooemisation . There- are ways 
i!Jiafisorfs ]?ctwfei, the O,.ve~eal: ;:~Q/u~g1i~ in~ ol: · ·r::::=======:, • of ~ti_vatJ.ng ~<:._:collective system in an 

, G_hm5!~J."ins f!ongkong 8-!1<:!, .S:i~!'_;, '!,~d _nijP. c!?~-: == . ~~n1 ~NC?';l_q:i.ep · pur, ._s~hQO~~ . c9~l~ 
gapore are rrres,s(ft_bfe_ desp,t<; t~~,r. :.. f!-!!>: ' ?rgamsafi9~s ,.....,...,....,=-. - pl~~ _ ff!lPfi?-S~-t,&roup projects · 19. 

! 
-l 
I 

- , . qbii<?us political, ·~ociill:an<! env1!o'!_men-, ~~~f ':1~ed ~~ V/g- . . .~_ch}e_ve a ce~ail\go~. i~stead o~ p~s~ ing 
. tal d1fferenc s:_1hc RcpubbcofSmgapore . meo s ng.hts, men'J md,yiduals to ach.ie_ve,over other md1V1du~ ., 
has.many adinirers among"Hongkong Chi- J tal health and ecru.:. · als. fo our high-rise' ftou ing estafes~ coin- 1 
ne c. 1~·ho are Bri_tish Dependent Territorl cat(o'n -·: concepts~ m'urial effort is necessary· for .basic things 
citizens. ; : - • L' • --:: ~ :: -: •. '... • '_'I'm ooing as much like securicy and a' t:leane'r environment.tr• 
• Yet Singapore's leaders have .. diagnos~d as_J <;an 1nciyic du-- . V{~uld the right.to·v9te , for example, iri 
a worrying social symptcJm ....:::. tlie all-for-' . ties," she explains~ the newly-introduced district boards - a/ 
one-and-one-fur-him:.df approach to life· . "because(he re'sso e ve n to eJec! a' '}iov~mme nl ....:... help -I~ 
which leads to tht' decline of a society. I. much thal needs to make H ongkong' a more civic~minded ~ 
The_v also warn th:1t )C3IS of ~'irrually un- be. done in Hong- - ·· ciety? "Perhaps,• Cheung said. ·'I do.n't 
inti:rruptcd prog1c,s and prosperity · can kong . It's upto the ·- · see our system io terms of a colonial' as 
be speedily rever~ed: chat people seek a pt'bple_. Qur edu: \ · · against a democratic one. The right to vote 
leadership which. like Afo.,es, can lead ca1ion system cloes l__ · per se is less important th ,m having the right 
them through a_de ert, and that the role of n~1.'cultiv~re ci'vic- :1 people will ing to serve in the government: 
an efectc.-d oppo!>ition "i.s to ensure! bad mind_edncs~ . There .· . _ . . I! ~s importa!11 to educat~ people to appre-: 
go~t:mmc:nt. ~ · ~ '' · · ~re signs of budJing pubh5'. con~.:1ousness ciate anct. best use our fom1 of govern-, 
• In Hongkong. Too king out for No. 1 is - but they're sti ll too fe w. ·· · ·· · m ent. A 101 needs to be: don~ in this di rec-' 

also a way of life; there is no elected ~Most people \'a Jue material things be.:· lion . Also ~if a·chang'e' is_ pt.in ned because 
go~·emment, much less an opposition, and cause th~y ge t ahead this way, and I.hey of the 1997 issue: there should be a transi-' 
then: is no lt:adership co lead them out of feel; they must gel ahead. It's the reward tion during which people should be given 
the polilicalfog 14·hich thickens as 1997 ap-· system of our society. There's nothing bad t~e opportunity to lea·m how to govern: 
proaches. What can n:pfac:e_disintt:gi:ating · · ' · · ' · · · · · ·· · -· ., _,-, ·: ··~, · • · · · ' 
social traditions when there is the over-· ·- - ·- · ·• ~- , · . · - · ··.; · , -. • ·. _ . • .• · - . - •: . .. _, • ~·- • · -
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.1::::~~~:;~:c~;~r.:c:ir:,;~~::::::1~1 -~?{;,.:;: ... ~t: ~ .\' it·~:.-.. t~ 1ic'. "'p··. ~-:"';~-f~J~\1t{:::/~·-~<.':-
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unique tem·tory. Educated in the \,\lest :.:.:..-· - ~ • ·'- · ,I! · - s.. •• 1 - • _r. - ' -· • , .. · t ,. •·· • ·' · " 
and ro a higher qualiry o f life -:- they have' ·.~.:;~J'J':½ __ ~ 1': ;,:-_•r•<:./(.?.:.:·_'.·_ VE_.R. $ A, _S_I . · LIMITED'.r_~~-_. '. .. -.::_=-::: .,~_•: .. :··.\. 
ne~ert de ·s r<:t 11rn1..•d t0 make the bes{ - • 
out of ·hatisvftc.:n::.i:cna<adifficu!tsitu3: .-·: :1,~; '• ·1· t .. '_~: < ~-: ::-,-__ wholly ow~ed s~bsidiaryof j-; ·· ·\ :;: . .-z· .-... · . . : .· 

· tion. 'Af:hou;h tJ,i< is h:i rdlJ a poll from · ,_, . BANQUE VERr'ES ET COMMERCIALE DE PARIS ·. i~ ' , ·. 
which broad condusiom can be: drawn. it - · · · · · · · ~ ' 
is ne\ t:rthefe!,s an insii:ht intu this urban ' : ' • :...: 52 Avenue Hoche; Paris . • ~•~n, i · i!'~" \.~ · • 
bec:hi~c. Tbc:n: is mvrZ. cc, th:: hl'nc-v here ·-=- ~- -· ,; , • establish e:d in France since 1021 - ::.::•. T. . : .. .• • . . , · . • 
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1. TH OF HONG KONG WAS THE MAJOR TOPIC OF 
DISCUSSION WHEN CHINESE COM U PARTY (CCP l VICE CHAIRMAN 
(( DENG)) XIAOPING AND OTHER CHINESE LEADERS MET WITH LEADING 

1-tONG KONG BUSINE!!M~N IN BEIJ ING QN J:i._ JUNE 1982. -

~OVERElGNTY OVER 
THE STATUS QUO. 
FOLLOWING PLANS : 

CHINA INTENDS TO ASSERT ITS 
HONG KONG BUT WILL OTHERWISE TRY TO MAINTAIN 
TO ACCOMPLISH THESE AIMS CHINA HAS THE 

A. TO MAKE HONG KONG A SPECIAL AUTONOMOUS DISTRICT 
WHICH WILL GOVERN ITSELF BUT FLY THE CHINESE NATIONAL FLAG. 
THE GOVERNOR OF HONG KONG WOULD NOT BE APPOINTED FROM BEIJING 
BUT WOULD BE "ELECTED" LOCALLY BY THE PEOPLE OF HONG KONG . 
THEORETICALLY , THE GOVERNOR COULD BE BRITISH, IF THE PEOPLE 
OF HONG KONG CHOSE HIM TO BE . 

B. TO PERMIT HONG KONG TO CONTINUE ITS PRESENT 
ECONOMIC, MONETARY AND LEGAL / JUDICIAL SYSTEMS. THE HONG KONG 
DOLLAR AND HONG KONG FOREIGN EXCHANGE RESERVES WOULD BE 
TOTALLY INDEPENDENT OF CHINESE CONTROL. THE LEGAL/ JUDICIAL 
SYSTEM WOULD ALSO REMAIN INDEPENDENT, ALTHOUGH SOME OF THE 
SYSTEM'S TERMINOLOGY WOU LD HAVE TO BE CHANGED TO MAKE THE 
SYSTEM INTRINSIC TO HONG KONG AND NOT TIED TO BRITISH HERITAGE . 
(SOURCE COMMENT : IT APPEARS THAT THE HONG KONG POLICE WOULD 
REMAIN AN INDEPENDENT BODY BUT BRITISH MILITARY ELEMENTS WOULD 
EITHER HAVE TO LEAVE HONG KONG OR BE INCORPORATED INTO THE 
LOCAL GOVERNING STRUCTURE.) 

2. WHEN ASKED WHETHER CHINA VIEWS 1997 AS THE TARGET DATE 
FOR IMPLEMENTING THESE CHANGES, THE CHINESE LEADERS DID NOT 
RESPOND DIRECTLY . THEY INDICATED THAT THE CHANGES COULD TAKE 
PLACE EITHER BEFORE OR AFTER 1997 . THEY ALSO STRESSED THAT 

THE TRANSITION FROM BRITISH TO CHINESE POSSESSION WOULD BE 
ACCOMPLISHED VERY SLOWLY ANO CAREFUL LY. CHINA DOES NOT WANT 
TO UNDERMINE INVESTOR CONFIDENCE OR CREATE ANXIETY AMONG 
HONG KONG RESIDENTS. IN THIS REGARD, THE CHINESE LEADERS CAUTIONED 
THE HONG KONG BUSINESSMEN NOT TO DIVULGE THE CONTENT OF THE 
PRESENT DISCUSSIONS; THESE TALKS WERE "TOP SECRET" AND MUST BE 
HELD IN STRICTEST CONFIDENCE. THE CHINESE LEADERS SEEMED 
CONFIDENT THAT, WHILE THERE WILL BE SOME FLIGHT OF FINANCIAL 
CAPITAL FROM HONG KONG IMMEDIATELY AFTER CHINA'S PLANS FOR 
THE COLONY BECOME KNOWN , INVESTORS WILL RETURN ONCE THEY 
REALIZE THAT HONG KONG'S ECONOMIC VIABILITY WILL NOT BE 
THREATENED . THE LONG HISTORY OF POLITICAL 
UPHEAVAL THAI ~H!NA HAS EXPERIENCED SINCE THE CCP CAME TO 
POWER IN 1949 DOES NOT INSPIRE CONFIDENCE AMONG HONG KONG 
BUSINESSMEN AND FOREIGN INVESTORS THA T CHINA WILL PROVIDE A 

... ....,.l!a..,.s I IED 
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STABLE ECONOMIC ENVIRONMENT IN HONG KONG AFTER 1997. CHINA 
IS VERY NAIVE IF IT THINKS IT CAN CREATE SUCH CONFIDENCE IN 
THE NEAR TERM. 

3. THE VISITING HONG KONG BUSINESSMEN RAISED THE QUESTION 
OF CHINA GIVING HONG KONG 15 YEARS ADVANCE NOTICE BEFORE 
"TAKING BACK" THE COLONY. THE CHINESE LEADERS RESPONDED THAT 
SUCH NOTIFICATION WOULD BE IMPOSSIBLE SINCE IT WOULD NOT BE 
IN ACCORD WITH THE PRINCIPLE OF CHINESE SOVEREIGNTY OVER 
HONG KONG. 

4. THE CHINESE LEADERS ADDED THAT CHINA WOULD NOT MAKE 
ANY COMPROMISES IN ITS POSITION ON THE FUTURE OF HONG KONG 
WHEN BRITISH PRIME MINISTER MARGARET ((THATCHER)) VISITS CHINA 
IN THE FALL OF 1982. ' 
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TO SECSTATE 1/ASHOC !HO 
IIIFO AMEMBASSY LOIIOOII 
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_,; E.O. 12065: GOS 6/11 / 88 (LE VIN, BURTON) OR·tl 

TAGS: PEPR, E IIIV, HK, CH, UK 
SUBJECT: 1997 : AN i RRANGEMENT IN THE 1/0RKSI 

SUMMARY: FUtlG KIN G HEY, CHAIRM AH OF SUN HUIIG KAI 
SECURITIES (HOIIG KOIIG'S LARGE ST SECURITIES FIRM) AtlD 
SUN HUIIG KAI 8/\IIK, LTD . MET 111TH CHINA'S PRIME 
tlltllSTER ZHAO ZIY AN G O!I APRI L 16 TO OISCU~S HONG KOIIG'S 
FUTVRf. T. l. TSI M, FUIIG'S f1S SISHIH , GA VE ECOII OFF THE 
FOLLO\I IIVi READ·OUT O!I THEIR EXTEII SIVE COII VER SATIOII, AIIO 
THE PRESEIIT STATUS OF THE 1997 LEASE IS SU E. ACCOROIIIG 
TO TSIM, ALL PARTIES HAVE REACHED AGREEMENT TO MAIHTAIII 
THE STATUS QUO ltl HCIIG KOIIG . CHl tl A IS MAINLY COIICERNEO 
111TH MAltlTAIIIIIIG FACE. ZHAO I/Ell APPRECIATES THE VALUE 
OF HOIIG KOIIG TO THE PRC, EUT HAS THE MI SCOII CEPTIOII TH AT 
lHE U. K. REIil IZES V4ST MONET ARY GAIIIS FROM HOIIG KOIIG. 
THE r.EY OUESTIOII Of \/HO ADHI HISTER$ HCIIG KOIIG REHAIIIS . 
ACCOROIIIG TO TSI~ l HE BRITISH AR E 11011 OR AIIIHG -UP A LIST 
OF THEIR MINI MUM REOU IREMEII TS COIICERIIIIIG HOIIG KOIIG'S 
FUTURE. CII IIIA tJID THE U. K. AR E HOV IIIG TOI/ARD Atl 
AGREEMEIIT. THI S I/ ILL EE All IMPO RTI.I IT I ZSUE I/HEH PRIME 
MIIIISTER THA TC HER VIS ITS 6EIJIIIG A~O HOIIG KOIIG IN 
SE PTEr.BER . /l. s us:EC IJ EHT COII VER:AT I 011 Ill TH THE HOIIG 
KONG GOVERIIMEIIT'S (H KG) assq tAIIT POL IT ICAL ADVISOR 
CO IIF IRMEO THAT TH E PR I ME M Ill I STER \I I LL Al SO VISIT 
HOHG KONG DURIHE HER SEPTEMBER CHlhA VIS IT AII D THAT 
THE U. K. GOVERHMEIIT IS IND EED DR AII IIJG UP A LI ST OF 
ITS MIIIIMUM REuUIREMENlS. HOIIEVER, THE ASS ISHtlT 
POLITICAL ADVI SOR EXP RESS ED DOUBT THAT All AGREEMEHT 
COULD BE CONCLUDED SI SEPTEHSER . EIID SUMMARY . 

I. FUNG KING HEY Al:D lHAO ZIYAIIG MET APRIL 16 FOR 
T\IO·AIID·A · HALF hOURS, EXCEED IIIG THE :CHEDUL ED 
01: E· AIIO·A·HALF HOURS , ~11 0 DI SCU~:;EO HOIIG KOtlG ' S FUTURE. 
T. l. TSIM, ASSIST AIH 10 CH AIRMMI FUII G KIIIG HEY, BR IEFED 
EC OIIOFF 011 THEI R EXT cll~IVE COII VER~aTIOII A!ID THE PP.EcEIIT 
STATUS or THE I S9) LE A:E 1s:uE. FIJIIG IS ~E LL· r.ll Q\;U IN 
HO!lG KOIIG FC R HI: OCElL UIT COIITACTZ HERE A!I O IN CHINA. 
HIS FIRM RECEIITlY SI GIIED AH AGRE EM EII T 111TH THE U. S. 
SE CURITIES FIRM Of r.cR Rlll LYIIC H. 

l . AC CO ROll·IG TO ! SI M, THE PRC , TH E BRITISH GOVER II MEN! , 
ArlO THE HOIIG KC l, G GOIEF.IIMEIIT (HKG) HA 1/ E All AGQ E[O UP ON 
TH E OESIRABIL I l '( OF nrn1TA IIIING THE :TATU:. QU O IN HOIIG 
►, O IIG . CHIIIA ' S r.AIII PRCCLEH IS 111TH THE QUESTIO'I OF 
FACE. ZH AO ZI HIIG A'jh EO rUIIG, " HOii Oil I EXP LA IN THIS 
TO Mf PECPLE?" 

3. ZHAO QUERIE D FUNG EXTEII SIV ELY ABOUT ~HAT WOULD 
Hi.PPEN IF 110 AG liE EWIT IS RE ACHE D. FUIIG REPL IEO THAT 
SEVENTY PERCEIIT Of HOIIG KOIIG ' S TOP EUS ll,ESS TY COOII S, • 
THE VERY PE OPLE TH£ PRC IIEEOS TO MAIN TAltl HOII G 
KOIIG ' S UZEFULIIESS TO CHll:A , 1/0UL O LEAVE. (SH ORTLY 
AFTER FUNG RETU RN ED TO HOIIG KOIIG THE ANIIOUtiCEMENT OF 

SPRS·02 

'"" """' ,.,., ""'"""" Of ' '""""'' Of . ~ t, i 
MERRILL LYIICH SERVED TO REINFORCE THE MESSAGE ~ r/ J 
TO CHINA'S LEAOERSHIP THAT HOIIG KOIIG FIRM$ , ur:CERTAIII \9 
·ABOUT THE FUTURE, ARE 11011 OI VERSIFYIIIG .l 

4. FUNG KING HEY BELIE VES THAT ZHAO \/Ell UIIOERSHNOS 
TUE VALUE OF HOIIG Y.OIIG TO CHIIIA. \/HAT lHAO TOT ALLY 
FAILED TO GR ASP \/AS THAT THE UIIITEO KIIIGOOM REALIZES 
LITHE HO II ETARY GAiii fROII HO IIG KONG . APPAREUTLY HE 
BEL I EVEO, BASED 011 IICIIA REPORT IIIG, THAT HOilC r. OIIG TAX" 
DOLLARS AIID RESERVES EIIDEO UP IU THE U.K . TREASUR~ 
HE COULD IIOT UIIO ERS TA IIO 1/IIY lHE UIIITEO Kll,G OCM 1/0ULO 

BE 1/lll lllG TO REHAIN Ill HO IIG KOtlG 1/ll HO :J T SU BS! Al•TIAL 

HONET ARY BEUEfl TS . 

~- THE KEY OUESTIOII OF \/HO ADMINISTERS HOIIG KONG REMAIN S 
TO 6E DECIDED. OIIE POSSIBILITY MEIIT IOIIED BY TSIII IS 
FOR LOCAL HONG KOIIG ADMllllSTRATIOII BY THE PEOPLE ALREADY 
IN POIIER··SUCH AS HADOOll·CAVE AN O JOHN EREMRIDGE . YOUDE 
1/0ULO BE THE LAST GOVERNOR APPOINTED BY LONOOII. 

6. THE BRITISH ARE 110\1 DRAl/ltlG UP Al lST OF THEIR 
MINIMUM DEMANDS COIICERNING HOIIG KOIIG'S FUTURE. THESE 
\/Ill ltlCLUDE THE l!IOEPE IIO EllCE nF THE HOIIG KONG DOLLAR 
AllO THE IIIOEPEIIOEIICE OF THE JUDICI AR Y (ALTHOUGH THE 
HIGHEST APPEAL COU RT COULO BE LOCATED IN HOIIG KOllG 
RATHER THAN lOIIDOlll . THE BRITISH ARE TAKIIIG THE 
ATTITUDE THAT THESE ARE HINIHUN OEHAUOS; 1/ITHOU! THEN 
TIIEY \/ILL LE AV E. THE BRITISH GOVERIIMEIIT IS V[RY 
COIJ , CIEflCIOUS ABOUT I\WITAIN IIIG CHlll /l. ' S FACE. \/HEN 
FUtlG SUG GESTED 10 HIS HKG COtlT ACTS THAT THE HKG PAY 
A REGULAR AIIIIU AL PAY~EHT TO THE PRC FOR HOIIG KONG, THE 
HKG OFFICIAL REPLIED TH AT AIIY IDEA or THIS NATURE MUS T 
APPEAR TO BE IIIITIATED 6V CHlllA . 

7. TSIM BELIEVES CHIN A AtlD BRIT Altl AR E MOVlllG TO \IARD 
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AN AGREEl1EIIT . THE MOST L IY.El Y AGRHMEtlT, ACCOROlllG 

-~· TO TSIM, 1/0ULO BE A IIIIITTEII :iTAHl1EIIT 1/HICH RECOGNIZES 
CHlllA'S SOVEREIGNTY OVER HONG KOIIG Ill AN OPENIIIG 
PARAGRAPH . THE FOLLOVlllG PARAGRAPH 1/0ULO EU DOR:E THE 
STATUS QUO, PERHAPS 111TH A PR OVl :il ON ALLO\IING CHlllA TO 
TAKE BACK HONG KONG UPON O(MAIID 111TH A 20-Y[AR AOV AllCE 

HOT I CE. 

PRIME M'IIISTER lHATC'l[R \/Ill BE Ill PEKltlG fOR SIX 
DAYf IN SEPlEHRER, FOLLOIIEO OY 1110 OAYS IN HONG KOllG. 
PRESS CONFE R(ttC[ S AR( :CHEOUL(D OURlttG 801H VISllS. 
ALTHOUGH THE UUITED KIIIGDOM IS 001/IIPLAYIIIG SPECULATION 

THAT AN ARRAIIGEMEIH \/ILL RE REACHED Al THIS TIME, ALL 
PART l[S ARE HARD AT \/ORK TO REACH OIIE. 

9. THE FALKL AND ISLMIOS CRISIS HAS HELPED SPUR CHlllA 
TO EXPLORE IIN ARR ANGEtlENT OVER HOUG KOtlG ' S FUTURE. IT 

OEMOIISTRIIHD \/HAT CAil HAPPEII IF l:iSUCS ARE LEFT TO 
REACH THE CRISIS STAGE. CHlllA AttO THE UttlTED KIIIGDOM 

CAN AGR EE 011 HOUG KOIIG 11011 1/IIILE PRI il[ MllmTER lH AlCHER 
AUD VICC - PR[MlfR OEIIG ARE STILL Ill POl/£R, OR Tll[Y CAN 

LEAVE IIOllG KOIIG ' S FUTURE TO THE REALM or THE UU~IIOIIU . 
lHE DESIRE IS 11011 MAll lfEST OU BOTH :ilDES, ACCORDING TO 

OUR SOURCE, TO COME TO ~OM[ ARRAHGEMEIIT ON HOIIG KOIIG' S 

FUTURE. 

10. Ill A SUBS[OUElll COIIVER SA TIOU, HKG'S ASSISTAIIT 
POLITICAL ADVISOR IAP Ol AU! COIIFIRM(O lHAT PRIME 

MIIII SHR TH AlCHER \/Ill v1:1T IIOIIG KOllG AHO JAPAll 
AfHR HER SfPTEl!BEli CHltlA Vl:IT. fCO II OFF MENTIOIIED 

HAVIIIG HEARD TIIAT lH( BRITISH \/ERE OR Ai/iNG UP A LIST 

OF MINIMUM REOUIREMEIITS. HE SA ID II[ \/ERE "\/ELL 
llffORMED;" Hl :i COVE RN11 £UT IS llOII 1/0RKIIIG 011 THIS 

PAPER. HE \/Il l BE Ill LOIWOll SHORTLY TO \/ORK OU THE 

1997 PROBLEM. HE REPEATED THE lR.DITIOIIAL ERITl:iH 
GOVERNMENT I IN[ Ttl Al PROGRES:i t1AY BE DI Ff ICUL T 10 
ACHIEVE. ~RIME MIIIISTER TII AlCHER 1:; PR(DCCUPl[ O 111TH 

THE FALKL AIIDS; HE HOPED SHE 1/0ULO "GE T CRAC'-itlG" 
LATER• H[ f 1P R[ :iS CO DOUBT AN AGRE[MEllT COULD 8[ 
REACHED Ill $(PIEMBER. TH[ TIMIIIG IS HOT PROPITIOUS 

FOR THE CHIIIE SE TO MOVE UllllL AFTER THE 12TH PIIRTY 
COIIGRES'.i llll[H VICE -CHAIR MAII OEIIG XIAOPIIIG C~II RIO THE 
PARTY or CE RTAIII PfOPL[ . H~Hltl A' S L( AOERS HAR 1997 
COULD B[C011[ A 1/[APOU Ill A FACTIOIIAL FIGHT. HOll[ VfR, 

APOLAD Tl/ICE ADDEO TIIE CAVEAT THl1T HE COULD BE 1/R OIIG; 
TIIE CHINESE AR E ALIIAY:i CAPAB LE or SURPRISING THE U. K. 
Hf IS IIOT CE RTAlll DEIIG RE AL IH S JUST HOii OlfF ICUL T 
THIS PROBLEM IS, AllHOUGH IT IS 11011 Ill HIS Ill BOX··A 
SIGN OF PROt RE SS lHAT THE CHINE SE ARE HOii 1/ILLING 10 

FOCUS 011 THIS KHOllY IS~UE. 

COMMENT: IT IS SIGNIFICANT THAT CHINA ' S LE ADERS ARE HOW 
DEGIHIIIHG TO GIVE MORE SERIOUS THOUGHT TO lHE 1997 PROB· 

TELEGRAM 

HOIIG K E9400 02 or cr2 141!51 2 

LEM. THE CRITIC AL OUE5110H Of TH[ FUTURE FORM OF lH[ 
ADNIUI STRATICU Of HONG ~on, COUL D BE A ~~OTTY Oil [ TO RE· 
SOLVE . TH[ GRll ~ AR[ PLAYIUG 001/N PiO:P ECTi FOR A S[TT L[ -

MEHT OURIIIG TH ATCll (R ':; VISIT TO MIHI MII.E Gl0011 ll[R[ Ill 

THE [VENT IT IS 1101 roRTHC011111 G, BUT Tll[I R CAUT IO li IS 

PROBABLY \/Ell JUSTIFIED IN LIG~T OF IH( COMPLEXITIES OF 

THE ISSUE. 

LEV Ill 

CONFIBENTIM: 
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2.H OIIG KOttG'S EXPORTS TO TH£ UNITED STATES IN THE 

FIRST QUARTER HELD UP 8£TT£R THAN TO ITS OTHER 
RECESSIOII HIT MARKETS . [XPORTS 10 THE UIIIT£D STATES 

GREIi I 2 PER CENT BY VALUE IIN CURREtH PR I CESI, 

COHrAREO 111TH THE FIRST QUARTER or LAST YEAR; EXPORTS 

TO THE EEC DECLINED ONE PERCENT. 

3. DOMESTIC EXPORTS ARE CRUCIAL TO HOtlG KOtlG'S 

ECOIIOMY. IN 1981, DOMESTIC EXPORTS ACCOUtllEO FOR 59 

PER CENT Of HOIIG KOIIG'S TOTAL GROSS DOMlSTIC PRODUCT 

f --=-] OF HK1l35, 340 11Ill 1011 IUSl24, 315 Mill ION Al HK15. 566 

• , / EQUALS UStl IN 1981) . MOREOVER, 36 P[RC[lll or HOHG 
, ~ 'J , KOIIG ' S LABOR FORCE IS EMPLOYED IN THE MANUFACTURING 

CINCPAC HOIIOLULU HI ,t.\ . \ ~ I ,,;,' SECTOR. 
1)1 (7 ,)) 

AMEMBASSY JAKARTA 
AMEMBASSY KUALA LUMP UR 

AHEHBASSY LOl/0011 
AtlEMBASSY MAtllLA 

AHEMBA~SY SEOUL 
AMC OU SUL SH ANG HA I POUCH 

AHEMBASSY S I1/GAPORE 

AHEMBASSY TOKYO 
All TAIPEI 
USOOC 1/ASHOC 

UNCLAS SECTION 01 OF 02 HOIIG KOIIG 09&39 

GENEVA FOR SHEPHERD 

E. 0. 12065: NIA 

TAGS : ~CON, EG£tl, ETRO, HK 
SUBJECT: HONG KOIIG SUFFERS FROH EXPORT SLUMP 

SUMMARY: HONG KOIIG 'S DOMESTIC EXPORTS FAIL£0 TO GROii 
IN REAL TERMS OURIIIG THE FIRST QUARTER OF 1982, 
COMPARED 111TH THE SAME PERIOD LAST YEAR . EXPORTS TO , 
THE UNITED STATES HELO UP BETTER TH Aii TO HOIIG KOIIG'S 
OTHER RECE SS IOll ·H IT MARKETS. 111TH SUCH DISAPPOIHTIIIG 

FIRST QUARTER RfSULTS, 1/E DOUBT THAT THE HONG KONG 
ECOIIOHY CAN ACHIEVE THE HOIIG KOIIG GOVERIIMENT' S IHKGl 

GOAL or 7 PERCEIIT REAL GROIITH Ill DOMES! IC EXP ORTS ANO 

8 PERCENT REAL GROIITH IN GROS S DOMESTIC PRODUCT IN 
1982. HONG KOIIG'S ECOIIOHIC PERFORMA IICE I/Ill ALSO SE 

ADVERSELY AFFECTED BY REC[HT FLOODS . RECENT 
REOUCTIOIIS Ill IIITEREST RATES I/Ill 1101 PROVIDE MUCH 

STIMULUS TO GROIITH. HDIIG KOIIG ' S COMPETITORS - KOREA, 
SINGAPORE, AIID TAIi/AN - ARE ALSO SUFHRltlG FROM THE 

REC[SSIOll IN THEIR MAJOR MARKETS . HOIIG KOi/G'S 
FLEXIBILITY \/ILL [IIABL£ ITS ECOIIOHY TO REACT QUICKLY 
TO PROFIT FROM A~Y UPTURH IN THE ECOIIOMIE S IN ITS 
HAJOR EXPORT MARK ETS - THE UIIIT[D STAT[S, TH£ UNITED 
KINGDOM, AIIO \/EST GERMAIIY. All SAID, HOIIG KONG'S . 

ECOIIOMIC GROIITH ltl 1932, EVEtl If LESS THAil THE HKG 
PROJECTS, \/Ill STILL BE MOST IMPRESSIVE BY 1/0RLO 

STANDARDS. [110 SUMMARY. 

I. RHLECTIIIG TH£ R[CE SSI OII ltt HER MAIII tlARY.ETS, HOIIG 

KONG IS EXPERl[IIC IIIG SE TBACK S Ill IIIT£RIIATIOIIAL TRAOE 
THIS Y[AR. FIR ST OU ARTER DATA SH 0\1£0 110 REAL GROIITH 
Ill DOMEST IC EXP OR,S, COMPARE D 111TH THE S,ME PERIOD 
LAST YEAR. TH£ LAST TIME HOIIG KOIIG REGISTERED ZERO 
REAL GROIITH IN DOMESTIC EXPORTS IN AIIY OIIE OUARTER 
I/AS DURING TH£ 1974- 75 RECES SIOII . Ill CURREN! PRICES, 
DOMESTIC £aPORTS GR£\/ 9 PERCENT DURIIIG THE FIRST 
QUARTER. HONG KOilG. S APR I l EXPORT FIGURES, IIIOT YET 

ADJUSTED FOR IIIFLATIOUJ SHOIIEO SOME IMPROVEMENT; 

DOMESTIC EAPORTS ROSE 11.9 PERCEii! SY VALUE OVER 

APRIL or LAST YEAR . 

' \!' 4. \IE DOUBT THAT HOIIG KONG'S £COIIOMY CAN ACHIEVE THE 

HKG'S GOAL or 7 PERCENT REAL GROIITH Ill OOttESTIC 

EXPORTS AND 8 REAL GRO\ITH IN GOP THIS YEAR . EVEN 

\/HEN THE U.S. AIID EEC ECOIIOMIES RECOVER, THE EFFECTS 

IN HOIIG KONG \/Ill LAG ABOUT SIX MONTHS OR MORE. 

AIIOTHER DISCOURAGIIIG IIIOICATIOII IS THE OECLltlE IN 

HOHG KONG'S RETAIIIEO IMPORTS OURIHG THE FIRST 
QUARTER. THESE DROPPED 5 P£RC£111 IH REAL TERMS, 

COMPARED 111TH THE SAME PERIOD LAST YEAR. RAIi 
MATERIALS AIIO SEMI-MANUFACTURERS RECORDED A 7 PERCENT 
DROP AIID FUELS A TEii PER CEIIT DROP IN M,RCN THIS 

YEAR, COMPARED 111TH THE SAME MOtllH LAST YEAR. THESE 
TRENDS ARE 1/0RRYIIIG "BECAUSE OF THEIR IMPLICATIONS FOR 

EXPORT PERFORMAIICE Ill THE COMII/G MOIITHS. 
5. HONG KOIIG'S 1982 ECOI/OMIC PERFORMAIIC£ I/Ill AL:iO BE 

ADVERSELY AFFECTED BY RECEl/1 FLOODS . HOIIG KONG 

EXPERIENCED ITS I/ORSI RAIIISTORM IN 1£11 YEARS. FROM 
MAY 29 TO JUtlE I, TORRENTIAL RAIIIS CAUSED SOME 500 

LAHOSLIOES ANO _l,400 REPORTS or FLOODIHG . ACCORDING 

UNCLASSIFIED 
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AMEMBASSY DE I JI NG 
AMEMBASSY CANBERRA 
USMISSION GEIJEVA 
AMCONSUL GUAIIGZHOU POUCH 

CINCPAC HOIIOLULU HI 

AMEMB/ISSY JAKARTA 
AME11BASSY KUALA LUMPUR 

AHEMBASSY LONDON 

Al1EMBASSY MANILA 
AMEMBASSY SEOUL 
AMCOIISUL SHANGHAI POUCH 
AMEMBASSY SI IIGAPORE 

AMEMBASSY TOKYO 

AIT TAIPEI 
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UllCLAS SECTION 02 OF lf2 HOHG KOIIG 09639 

GENEVA FOR SHEPHERD 

TO THE AGRICULTURAL AHO FISHERIES DEPARTMENT, THE 

RAltl Klll[O 400,000 POULTRY ANO 7,008 Pl~S AIID 
FLOOOEO 40 PER CENT or THE 1,000 HECTARES or 
VCGc,;cu: ~IC~:: ;;; 1::;;~ Ko;;: . t::~~ rRIC[: or 
VEGETABLES ANO AGR I CUL TUR AL PRODUCTS ROSE AS A 
RESULT. THE AGRICULTURE AIID FI SHE RIES DEPARTMENT 'S 

HOST RECENT ESTIMATES SHOii A TOTAL LOSS Ill CROPS AHO 
ANIMALS OF HKS20. 6 MILLIOtl (APPROXIMATELY USIJ.54 
MILLION), PLUS HKS3 MILLIOII tu · 1s20,0001· IN DAMAGE 

DONE TO FI SH POIIOS. THE EMERGENCY RELi EF SCHEME 

ENTITLES FARMERS TO ·COMPENSATIOH; THE HOIIG KOIIG 

GOVERNMENT \/Ill FACE A TOTAL COMPENSATION Bill OF 

ABOUT HKS3 Mill ION (USl520, ODO). 

6. RECEtlT REDUCTIONS IN INTEREST RATES \/Ill NOT 
PROVIDE MUCH STIHULUS TO GROIITH . HONG KOIIG BAIIKS' 

DECIDED TO CUT THE PRIME RATE BY OIIE PERCENTAGE 
POINT . EFFECTIVE MAY 31 THE PRIME RATE \/AS LOIIEREO 
FROM 16 PERCE.NT TO 15 PERCENT. SAVING RATES ARE 11011 
AS FOLLOI/S: 9 PERCEIH FOR 24-HOUR CALL, 7-0AY CALL, 
ONE AND Tl/0 I/EEK DEPOSITS; II PERCEIIT FDR OIIE, NINE 
ANO TIIELVE MOUTH DEPOSITS; AIIO II. 5 PERCEIIT FOR T\10 
TO SIX MONTH DEPOSITS. THE LAST RATE REOUCTIOII TOOK 
PLACE DECEMBER 7, 1981. THE HONG KONG ASSOCIATION or 

BANKS CITED ITS PREFERENCE FOR STABILITY OVER A 
SERIES or SMALL ADJUSTMEHTS AS THE REASON FOR THEIR 

DELAYED REDUCTIOM_lll PRIHE RATE~ AT A TIME \/HEN THE 
HIGH COST OF 80RROl/1NG PRESENTED A PROBLEM TO LOCAL 
MANUFACTURERS. FROM THE LOCAL MANUFACTURERS' 
VIEIIPOIIIT, THE RATE REDUCTIOII IS STILL NOT SUHICIEGT 

TO STl11ULATE INVESTMHIT . 
7. COMMEIIT: HOtlG KOIIG'S CH IEF COMPETITORS - KOREA, 
TAIi/AN, AHO SINGAeORE - ARE ALSO BE ING HURT BY THE 

RECESSION I~ THEIR MAJOR MARKETS. HOIIG KDIIG'S 
FLEXIBILITY \/ILL [I/ABLE IT TO TAKE ADVANTAGE or ANY · 

UPTURN IN THE.ECONOMIES or ITS MAJOR EXPORT MARKETS -
THE UIIITED STATES, THE UIIITEO KINGDOM, AUD · IIEST 

GERHAIIY. EVEN IF HONG KOtlG IS NOT ABLE TO ACHIEVE 
fTS PR6JECTED 8 PERCEIIT REAL GOP GROIITH TARGCT THIS 
YEAR, ITS GROIITH RATE I/ILL STILL BE HOST IMPRESSIVE 

CIAE ~O O 

TRSE-00 

AGR-01 

UNCLASSIFIED 

1/ltEN COMPARED 111TH 1/0RLD STAllDARDS . LEVltl 
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E. 0, 12065: GOS 6/23/88 (LEVIN, BURTON) OR-ti 

TAGS: PEPR, CH, HK 
SUBJECT: DENG XIAOPING'S MEETING 111TH HONG KONG CHINESE 

LEADERS 

REF: HONG KONG 9408 

L (C-ENT I RE TEXT) 

2. BEGIN SUMMARY. PRC LEADERS ARE COIHINUING TO 
COIISULT WITH PROHIIIENT HOUG KOIIG CHINESE OVER THE 

FUTURE or HOIIG KONG AIID OTHER ISSUES. ~OST RECENTLY 
DENG XIAOPING MET WITH TWELVE PRO-PRC LEADERS FROM 

VARIOUS 1/ALKS OF LIFE FROM HOIIG KONG AND MACAO, THE 

PURPOSE OF THESE TALKS, AS 111TH SEVERAL LEADING 
BUSINESS TYCOOIIS EARLIER, SEEMS TO HAVE SEEtl ON THE 
ONE HAIID TO GATHER OP IN I OIIS ON \/HAT HONG KOUG NEEDS 
FOR CONTINUED ECONOMIC STABILITY ANO ON THE OTHER TO 
OEHOIISTRATE TO HONG KOHG INVESTOR$ JITTERY ABOUT THE 
1997 ISSUE TH~T THE PROBLEM IS RECEIVING TOP-LEVEL 

ATTENTIOll IN BE IJ IHG , ENO SUMMARY . 

3. ON JUNE 15 VICE PREMIER OEUG XIAOPING MET 111TH 

TWELVE PROMIIIENT PRO-PRC CH•IHE SE LEADERS FROM HONG 
KOIIG AIID MACAO, THE GROUP IIICLUDED BUSINE SSMEN, 

LABOR UtllOh LEADERS, PUBLISHERS, AN EDUCaTOR, A 
PHOTOGRAPHER, AIID A \/OMEN ' S GROUP LEADER . ELEVEN 

LIVE Ill HONG KONG AIID OIIE IS FROM MACAO. All ARE 
MEMBERS OF THE NATIOIIAL PEOPLE'S CONGRESS OR THE 
CHINESE PEOPLE ' S POLITICAL CONSULTATIVE CONFERENCE. 
HOIIG KONG'S PRC-CONTROLLED PRESS GAVE FRONT-PAGE 

COVERAGE TO THESE MEETIIIGS, BUT SAID NOTHING ABOUT 
THE CONTENT OF THE COUVERSATIOIIS. 

4. LU K[HG, THE PUBLISHER OF THE I NDEPE llDENT BAI 

)UIIG MAGAZINE, \/HO CLAIMS TO HAVE TALHD 111TH 
SEVERAL OF THE PARTICIPANTS, TOLD A COUGEHOFF THAT 

DENG HAD TOLD THEM THAT CHINA IIITEIIDS TO " RECOVER" 
(SHOU HUI) ITS SOVERE IGIHY OVER HOIIG KOtlG, BUT THAT 

IT HOPES TO PRESERVE THE CITY'S PROSPERITY AND THE 

CURRENT ECONOMIC SYSTEM "AS MUCH AS POSSIBLE." 
PRIVATE INV[ SIM[HT MU ST BE GUARAIIIEEO. DENG SOLICITED 

THEIR DPttllOIIS 011 HOii THIS COULD BEST BE DONE. Ill 
A JUNE 23 CONVERSATION 111TH COHGEIIOHS, THE LEADER 

OF THE GROUP, DA GOIIG PAO PUBLISHER HI YIMIN, 
TRIED TO PLAY 001/N THE PROMINEIICE OF THE 1997 ISSUE, 
SAYING THAT DENG ' S OISCUSSIOIIS 111TH THE VISITORS 

COVERED THE \/HOLE CURREIIT SITUATIOII IN HOIIG KONG, 
OF 1/HICH THE 1997 ISSUE \/AS ONLY ONE PART. THE 
MEETINGS, HE SAID, SHOIIEO THE IMPOR TA IICE CHINA "S 

TOP LEADERSHIP PLACES OH HONG KOIIG ANO MACAO IN 
GEtlERAL. VARIOUS OTHER PRC CAD~ES HA VE SIMILARLY 

TRIED TO PLAY 001/N THE 1997 ISSUE, POINTIIIG OUT 

FOR £)(AMPLE 

DISCUSSED. 

HONG K 10056 2mm • \ r?', 
TKAT TH[ ORAFl CONS!ITUTIOH WAS AtiO . °)(', ~ 

~0 COMMENT. THE JUtlE 15 VISIT COMES IN THE \/AKE OF 

A SERIES OF MEETINGS Ill RECENT MONTHS EETIIEEN TOP 
PRC LEADERS ANO SOME OF HOIIG KO~G ' S LEADING TYCOONS, 

INCLUDING Y. K. PAO, LI KA·SHIIJG, HENRY FOK AND FUNG 
KING HEY . PREMIER ZHAO ZIYAHG SOLICITED FENG ' S VIEWS 
ON HONG KONG BUSIIIESSMEN'S REACTIONS TO THE 1997 
ISSUE (REFTELJ, AND TH IS SUBJECT \/AS PROBABLY A PRtl
MINEHT PART OF THE OTHER DISCUSSIONS AS \/ELL. 

6. THE CHIPIESE, l lKE THEIR BRITISH CCUNTERPARTS, 

SEEM 10 BE lRYI NG TO KEEP DOIIH THE PROF !LE OF 
THEIR PROSPECTIVE NEGOTITIONS OVER THE FUTURE 

STATUS OF HOPIG KONG, PRESUMABLY TO PREVE~T UrtDUE 

DISAPPOINTMENT IN THE l lKEL Y EVENT THAT NO BREAK· 
THROUGH \/ILL BE MADE AT THE TIME OF PRIME MINISTER 
THATCHER'S VISIT TO CHINA IN SEPTEMBER . NEVERTHELESS, 
THE IMPLICIT MESSAGE OF THE RECENT VISITS FOR HONG 

KONG ltlVESTORS IS THAT THE PRC IS NO\/ Al/ARE AT 
THE HIGHEST LEVELS THAT THE EXPIRATIOII or THE NEIi 
TERRITORIES LEASE IN JULY 1997 IS THREIITEIIING TO CAST 
ITS SHADOW ON CURRENT SUSIIIESS DECISIONS IN HONG 

KONG, THAT BEIJING DOES 1101 IIIIEND TO LET THE MATTER 
DRIFT, ANO THAT IT IS SERIOUS ~BOUT PRESERVING AH 

ECONOMIC STRUCTURE THAT HOtlG ~.01/G CAPITALISTS \/ILL 

FI tlO COIIGEtll Al . NEVERTHELESS, THE ASSUR ANCES SO 

FAR ATTRIBUTED TO MAIIIL AND LEADER S HAVE IIOT BEEN 
SOLID ENOUGH TO SATISFY MOST H06G KOIIG EttTREPREIIEURS. 

LEVIN 

DECLASSIFIED 

NL~ M7 99 • q7,1.&fY 
. \ 

BY.)(.ti-\\-i NARA DATE le/7J/1t.. 

\ 
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MEMORANDUM 

TO EA - Mr. Thomas Shoesmith, Acting 

FROM JNR ..,._ H.erman J. Cohen, Ac ting 

SUBJECT: The Future of Hong Kong 

SUMMARY: 

June 25, 1982 

Recent reporting from our Consulate General in Hong Kong 
and sensitive•••••••sources indicates China has decided 

-to assert its sovereignty over Hong Kong in 1997 but believes 
it can leave intact the island's current economic system. The 
exact role China intends the British to play and the changes it 
will make in the crown colony's political and social structures 
have yet to be determined. Beijing realizes, however, that the 
more post-1997 arrangements resemble current ones, the better 
not only for its own interests in preserving ·the vital role 
Hong Kong plays in the mainland's economy but also for its 
efforts to woo Taiwan. 

KEY POINTS: 

--In an April discussion with former British Prime 
Minister Heath 

Vice Chairman Deng said China will assert its sovere
ignty over . Hong Kong when the New Territories lease expires in 
1997 but also will affirm China's intention to maintain the 
crown colony's economic system and status as an international 
port. In February, according to another clandestine report, 
Party Chairman Hu Yaobang endorsed the concept of allowing two 
different systems to exist within one country, and stated this 
could be used to resolve the problems of Taiwan, Hong Kong, and 
Macao. 

--Deng also envisages Hong Kong as a special zone under 
Chinese rule but with British participation in the governing 
structure. Such an -ar~angement, admittedly ambiguous at this 

~ORN/NOCONTRACT/ORCON 
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s.tage, might give investors confidence in the island's future 
and stem the growing trend by financiers to transfer their 
assets to foreign countries. The Chinese want to prevent any 
situation that could cause them to lose one of their principal 
sources. of foreign exchange (.up to 40% of which is earned ., 
through Hong Kongl and contribute to unemployment and social 
unrest. They may also fear that managerial, technical and,_ 
capital flight out of Hong Kong could lead to unwillingness by 
overseas Chinese to invest in China's Special Economic Zones 
and other modernization programs. · 

--Our Hong Kong Consulate General reports that Fung 
King Hey, chairman of a large securities firm and bank in 
Hong Kong, warned Zhao that, unless an agreement on the colony's 
status is reached soon, 70% of the island's businessmen would 
leave. Old British Taipans such as Jardines and Swire, ·and 
new Chinese Taipans like Y.K. Pao and Li Ka-shing have also 
doubtless conveyed this message. · The Hong Kong Government 
itself, in need of borrowing in the capital mark~ts for large 
infrastructure projects, has also let Beijing know of its need 
for an early decision. In a late June meeting with pro PRC 
leaders from Hong Kong, Deng addressed this concern and reaffir
med Beijing's intent to preserve an economic structure which 
would ·be congenial to the island's capitalists. 

reporting in April indicated that China .and 
Britain had reached an agreement on the sover.eignty issue and 
Britain's continuing role and that this would be made public in 
early May. (~he Falklands crisis could have caused a delay.) 
However, some differences over roles and administration still 
exist. While it is possible an announcement of a plan for the 
island's future will be made during Mrs. Thatcher's fall visit 
to China, a communique seems more likely at that time, indicat
ing agreement on the general outlines of a settlement and 
specifying the need for ongoing discussions. 

COMMENT: 

For the PRC, regaining sovereignty over Hong Kong is an 
important political objective. The manner in which this is 
accomplished, however, is of equal importance, especially to 
the continued health of the island's economy, and will have 
direct implications for Taiwan reunification. Preserving a 
British role, and many of the methods of economic organization 
is vital to insuring investor confidence, and would demonstrate 

SE~OFORN/NOCONTRACT/ORCON 
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to Taiwan that non--social_ist structures can be successfully 
incorporated under a communist government and can be adminis
tered by th.os·e who former -ly guiqed them. However, placing 
ultimate authority over the vital economic decisions in the 
hands of a communist official with. a totally different "· 
philosophy from the territory•·s famous laissez.,...faire attitude 
will challenge the pest of imaginations. Although Beijing has 
better than ten years to finalize the arrangement, early 
agreement on sovereignty and the configuration of the island's 
government will be an important demonstration of Beijing's 
ability · to follow through on matters relating to its national 
honor and financial needs. It will also demonstrate how well 
China takes into account the sensitivities and priorities of 
those with whom it deals. 

INR/EAP:RGoldberg:slg 
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