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privately owned Hong Kong & Shanghai Banking

= Corporation controls 60% of all deposits, prints currency,
and acts as a de facto central bank. The free port, with no
customs or excise duties, attracts shippers, importers, and
exporters. No company tax is higher than 16.5%--the lowest
s tax rate on earnings of any industrial state. With a maximum
personal income tax of 15% and no tax on dividends, Hoy
claims,“Hong Kong is the best place in the world to make
money.” :

But Hong Kong wasn’t always this ways; since its beginning,
Hong Kong has been a boom and bust town. Between
1950-1964, the economy grew at a staggering rate. One
analyst estimates that industrial growth was at least 30% per
year, but then Hoy asserts,“In 1967 and 1968, Hong Kong
was in political strife because of the Cultural Revolution. Left
wing people in Hong Kong were stirring up trouble. There
were demonstrations, riots, and fears of China taking back
Hong Kong back then.” During this period, land prices
plummeted and emigration rose sharply, but Hong Kong
_ quickly recovered. Says Lee, “Five or ten years after this,

2 Hong Kong became steady and economically very good. In
fact, the economy was at its peak.”

The recovery was quick, and continued until recently.
Office prices have quadrupled in the last four years to
become the world’s most expensive. In February, land in the
business district sold for $5,657 a square foot. Today, it ranks
as one of the world’s top twenty industrial nations, the
world’s seventeenth largest trader, the third largest cargo
port, and the world’s second largest shipping fleet. It is also a
major gold trading center. The list goes on: first in exports of
garments, radios, toys, and watches. Boasts Hoy, “The last
10-15 years...testifies to the Hong Kong phenomenon. We are
so small, yet so famous.”

he chain of events leading to the
present dilemma stems from public
concern in Hong Kong over

Australia, and Britain. Explains Lee, “I am young and I have
to think about my future. If I have a chance, I will move. It’s
more than just political. I don’t like Communist rule because
there’s no opportunity to make fast money.” She adds,“I
want something more meaningful in my life. Maybe I won’t
be wealthy in the U.S., but at least Ill have a more stable
job and life. It’s protection for myself.”

However, this solution may too become insufficient. Britain
has made it clear to the increasing number of individuals
inquiring about immigration visas that a mass exodus will
not be welcomed there, even for those who hold British
passports. Furthermore, the Canadian commission at Hong
Kong has recently had to expand its immigration applications
staff. : g

States Hoy, “I'm trying to resettle in the U.S., but the
problem is that they give quotas. For countries like the
Philippines, Taiwan, and China the quota is up to 20,000,
but for Hong Kong, it is only 600 people per year. It’s
because they base quotas on population calculations.” Adds
Lee,“I don’t understand why the U.S. doesn’t let in more
Hong Kong people. We aren’t lazy, and we don’t come here
to live off the welfare system. We try to live reasonably well.
We wouldn’t think of leaving Hong Kong if not for China.”

This sentiment reflects the hope of most Hong Kong
residents that the Peking government will not alter their way
of life for, to them, Hong Kong still represents the land of
opportunity. Two-fifths of Hong Kong’s labor force was
drawn from the mainland by the promise of a better life.
Even today, up to 40 illegal aliens daily enter Hong Kong
from China, even though refugeés are no longer accepted
and all are sent back when caught. This flow of refugees
makes Hong Kong the capital of low-cost manufacturing; the
labor is cheap, plentiful, and hardworking. Thus, most Hong
Kong residents either moved from or are children of those
who moved from mainland and there is little desire to
return. 5

However, many make barely enough to support a family,
and there is no chance of emmigration for the majority of
those in service jobs and factories. Hoy speculates that “at
most, only one-third can run.”

Another popular solution is a lengthy transition period
following 1997. States Hoy, “I hope the British government
can govern Hong Kong for another 20-30 years. China is
thirty years behind Hong Kong. It would be going backwards
in living standards.” Lee also would like to see British rule
continue. “In the last few years, the British governors did a
good job developing Hong Kong. They built many things for
us in terms of major projects, including low cost housing, the
subway, and public parks. The Hong Kong people appreciate
this very much.”

Hong Kong residents are not fearful of moderate leaders
such as current head of China Deng Xioping, but of new
leaders who may view things differently. They fear that a
new oligarchy will change everything that has made Hong
Kong prosperous. Industrialists and shopkeepers expect heavy
government regulation, if not outright takeover, while
intellectuals and professionals fear an end to free expression
and broad political liberties.

Yet, some hope remains. The Hong Kong and Shanghai
Banking Corporation is still proceeding with a 41-story
headquarters, which costs over 1 billion dollars, possibly the
most expensive building in the world. Some feel that a clear
sign of trouble would be the cessation of this project. *
However, it continues to proceed as planned.

China, too, is attempting to ease the changeover by
becoming more familiar with Hong Kong ways. However, the
‘social contrasts between China and Hong Kong would seem

“terms, which were usually set at
years. Lenders worried about
recovering loans after 1997. The
British, in response, indicated to
Peking that they wanted to begin
discussing Hong Kong'’s future. Britain has a major stake in
the area, for Hong Kong is a major trading partner, and
Britain has poured huge amounts of capital into it. Peking,
since it receives 1/3 of all its foreign transactions through the
colony, cannot ignore its importance. British Prime Minister
Margeret Thatcher’s initial visit to China in September,
1982, did little to resolve the lease issue. The details of the
talks were varied, but the fact remains that Peking indicated
its intention to restore sovereignty over the New Territories.
The disclosure of this information ran contrary to British
desire for secrecy regarding the talks.

Given Hong Kong's volatile economy, the situation with
Britain and China severely affects currency and prices on all
goods. The Hang Seng Index, the local stock exchange,
dropped 40% in the wake of Thatcher’s ’82 visit. Visa
inquiries to emigrate have increased 50% since then as well.
At an international press conference in September, Richard
Luce, minister of state at the British Foreign and.
Commonwealth Office remarked that “public comments by
the Chinese government...are not helpfui to the common aim
of finding a solution.”

A second round of talks between Peking and London
concluded:in October, 1983, the full results of which will not
be made public until September, 1984. Both China and
Britain, howevet, have indicated that the solution to the
lease must be satisfactory to China, Britain, and the people
of Hong Kong.

One improbable solution divides Hong Kong into separate
British and Chinese rule. Although Britain'will retain
sovereignty over Hong Kong Island and Kowloon after 1997,
the border will cut through the heart of Kowloon, on
Boundary Street, which over a million people cross each day.
If this solution comes to pass, Hong Kong will have no
airport, no container port, only parts of its subway, and
fractions of its housing. In addition, 60% of its food and 30%
of its water, which comes from China, will be cut off.

One possible solution lies in the development in the
Shumchun area in China, next to the Hong Kong border.
Hong Kong and foreign investors teamed up with the Peking
government to develop a 131 square mile area populated by 2
million people. The community is complete with a Ford
assembly plant and a Pepsi bottling plant. Shumchun
authorities even let one Hong Kong investment company sell
plots to overseas Chinese who want to return to their
homeland for burial. Some rumored solutions to the
problems of transition include a model similar to Shumchun,
transforming the colony into a “special administrative
region.” Under this plan Hong Kong will still remain a part
of China but will enjoy a degree of autonomy from Peking.

Should Peking decide to run the colony, however, she
could worsen the emigration flow which is already beginning
to deprive Hong Kong of experienced businessmen. These
investors and professionals tend to become: impatient and
proceed to apply for immigration to Canada, U.S.,
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t first glance, this relatively small
outflow of investors and
professionals seems unlikely to
seriously affect Hong Kong’s
prosperity, since there has been a
steady emmigration over the past
few decades. But Byron Weng,
Chairman of the Government
epartment at the Chinese University of Hong Kong,
recently told the Los Angeles Times that the danger “is not
yet immediate, but if things deteriorate further, it(the
situation) could get ugly.”

In addition to the immigration confusion, the economic
situation is in turmoil. The Hong Kong and Shanghai
Banking Corporation has been increasingly moving its
dealings away from the colony and China and concentrating
on operations in the Middle East. It also now owns a
controlling share in the largest foreign bank in the U.S, Real
estate prices have also plunged; one office flat could not be
sold for 40% of its original price. Investors have lost
confidence in the Hong Kong dollar, formerly one of the
stronger currencies on the international exchange. The U.S.
dollar, which four years ago bought 5 Kong Kong dollars,

bought 9.6 Hong Kong dollars this past September. Stock
prices on the Hang Seng Index dropped 200 points since July.
Bank loan interest rates topped 16%. Once again Hong Kong
faces possible collapse. :

uch of today’s anxiety over the
situation stems from past
disappointments. In 1979, then-
Vice-Chairman Deng Xiaoping
indicated that China would leave
Hong Kong's capitalist economy
basically intact. But many see things
differently now. This is especially
true of older generation Hong Kong residents who remember
the 1949 Communist seizure of the mainland and the
Communist promise to leave capitalist entrepeneurs alone in
Shanghai. Once in power, the Communists promptly
nationalized holdings. Claims Hoy, “China is always saying -
they will let Hong Kong continue as it is today. They say
there will be no change in the way of living or in the way of
doing business, but no one believes what they say.”

a maj to a'smooth tr ' wer.-Hong
Kong culture has followed a more Western path, patterned
after European industrial nations, while China still is a
primarily agricultural society and consequently less liberal in
its ways. Asserts Hoy, “Peking leaders dislike the
prostitution, gambling, and fast-paced night life prevalent in
Hong Kong. It cannot go on being the Victorian colony it
has been if Peking takes control.”

But although China may be more provincial in its mores,
economically it has been making gradual advances into the
Hong Kong arena. In preparation for the takeover, China
has been expanding its commercial interests in Hong Kong,
as the colony is important to China’s attempt to catch up
economically. Peking has instituted on the island an
increasing number of insurance companies, financial
syndicates, restaurants, and department stores carrying
Chinese-made goods. Peking-controlled companies have
invested in projects ranging from private housing
developments and office blocks to cement factories.

n these endeavors, China is
attempting to adapt itself to suit the
laissez-faire lifestyle that Hong Kong
has perpetually enjoyed, perhaps
trying to lessen the strain of a
transition that will be difficult for
all concerned. Hopefully the
changeover will not be a traumatic
one, and the majority; at least, will be content. Says
Elizabeth Cheung, a Hong Kong Economics student at
UCLA, “I'm sure the majority of the Hong Kong people
would like to stay if the Communists don’t drastically change
our lifestyle. We are very attached to Hong Kong, It’s our
home. We can’t find another place that is comparable.”
Cheung faces the prospect of returning to Hong Kong when
her student visa expires. But Michelle Chang, a
twenty-four-year old Hong Kong tourist visiting the United
States, offers a different perspective. “I want to find a
husband in the United States. But if it wasn’t for the
expiration of the lease, I would stay.” Adds Cheung, “I'm
indifferent as to whether [ go back or stay. If I can find a job
here, I will stay. But I like Hong Kong because my family
and friends are there. It’s hard to leave a place where there’s
18 years of attachment.”

So despite the pessimistic attitude of many Hong Kong
residents, the future may not be so dim. Perhaps with a little
wisdom and sensitivity, the entire situation will be resolved
without any more upheaval and disruption. Sir Edward
Youde, the London-appointed Governor of the Colony,
exhorted in his State of the Colony speech, “Patience, calm,
and resolution are the qualities that will be required of us.”
Perhaps the immediate task for everyone is to direct all
efforts to maintain Hong Kong's prosperity and stability. For
the sake of the people of Hong Kong, it must be so.
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