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Section 1 

Information Technology in Asia: 

The Role of Hong Kong as a 

Regional and Global Hub 

Section 1  present s a n overvie w o f th e socia l an d economi c fabri c whic h 
makes up th e dynamic East Asia region . 

In the firs t chapter , Janice Burn describe s th e socio-economic contex t o f 
the Asi a Pacifi c regio n an d th e rol e o f Hon g Kon g a s bot h a  regiona l an d 
international hub for business. The particular role of Hong Kong as a gateway 
to Chin a (th e world' s larges t unexploite d market ) an d a s a  shopfron t fo r 
China tradin g i s discussed i n relation to Hong Kong' s economic success . An 
introduction i s give n t o th e rol e whic h I T plays i n th e developmen t o f th e 
territory, and comparison is made with IT development and economic growt h 
in the other members of the 'Four Dragons' — Korea, Taiwan and Singapore . 
This chapte r als o highlight s som e o f th e politica l an d cultura l difference s 
which ar e mor e full y discusse d i n followin g chapter s an d som e o f th e 
problems associate d with effective I T application in the territory . 

Chapter 2 , by Maris Martinsons, provides a  comparative analysi s of th e 
impact o f governmen t polic y o n I T initiative s usin g Singapor e an d Hon g 
Kong a s examples . Th e chapte r review s th e Singaporea n government-le d 
initiative t o capitaliz e o n I T drive n expansio n an d contrast s thi s wit h th e 
laissez-faire' polic y adopte d b y th e Hon g Kon g government . Governmen t 
policies ar e analyse d an d th e us e o f I T withi n th e governmen t itsel f i s 
explored. Th e chapte r question s th e rol e o f government s i n I T legislatio n 
and provide s a  backdro p fo r Chapte r 4  wher e th e developmen t o f ED I i s 
examined throughou t th e Asian region . 

In Chapter 3 , Ben Petrazzini an d Joh n Ur e describe th e communicatio n 
infrastructure o f Hon g Kon g wit h extensiv e regiona l comparisons . Th e 
evolving rol e o f Hon g Kon g a s a  regiona l informatio n hu b an d it s centra l 
role fo r Chin a i s discusse d i n som e detai l an d th e effect s o f forthcomin g 



deregulation i n th e communication s industr y analyse d wit h respec t t o th e 
competitive challenge s whic h th e industry wil l face . The chapte r highlight s 
Hong Kong' s relianc e o n on e o f th e mos t effectiv e communications ' 
infrastructures i n the world today . 

Section 1  close s wit h a  chapte r b y Janic e Bur n an d Al i Farhooman d 
where th e issue s relate d t o effectiv e developmen t o f electroni c commerc e 
are evaluated . Chapte r 4  first report s o n the result s o f a n Asian-wide stud y 
on electronic commerce usage, problems and practice s and suggest s a mode l 
for effectiv e implementation . Thes e issue s ar e the n discusse d withi n th e 
particular context s o f Singapor e an d Hon g Kon g wher e ED I development s 
provide a  startlin g contras t o f experiences . Th e chapte r conclude s wit h a n 
analysis of the recent 'Golde n Projects ' proposed by China to bring electroni c 
commerce from a  vision into a reality for the 21st century . 



m 
Hong Kong as a Hub for Regiona l 

and International Business 

Janice M. Bur n 

A uniqu e situation , on e o f th e greates t succes s stories , ca n b e foun d i n 
Hong Kong , onc e describe d a s ' a borrowe d plac e o n borrowe d time' . Thi s 
chapter look s a t th e developmen t o f Hon g Kong , th e natur e o f it s 'special ' 
relationship wit h China , th e rol e o f th e othe r thre e Dragon s a s majo r com -
petitors, the growing influence o f the young but developin g 'Lions' , and th e 
special threat s an d opportunitie s whic h th e nex t centur y present s t o th e 
region as a whole. 

Introduction 

The Asia Pacifi c Regio n 

The rapid an d sustaine d economi c growth experience d throughou t th e Asi a 
Pacific regio n ove r th e las t fe w decade s ha s le d man y economist s t o labe l 
the 21s t century a s the 'Asi a Pacific ' century . Thi s may originall y hav e bee n 
fuelled b y th e remarkabl e progres s o f Japan ove r th e las t hal f century , but , 
more recently , has referred t o 'Emerging Asia' : newly industrialize d econo -
mies (NIEs ) —  Sout h Korea , Taiwan , Singapore , Hon g Kong , Chin a an d 
India —  and th e remaining member s o f th e Association o f Southeas t Asia n 
Nations (ASEAN ) — Brunei, Indonesia, Malaysia , the Philippines, Thailan d 
and, the most recent member i n 1995, Vietnam. 
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In particular , th e progres s o f th e 'Fou r Dragons ' (Hon g Kong , Singa -
pore, Sout h Kore a an d Taiwan ) ha s arouse d considerabl e globa l interest . 
These NIE s hav e encourage d export-drive n expansion , develope d remark -
able transportatio n an d communicatio n infrastructure s an d facilitate d th e 
creation o f join t venture s an d capita l markets . Thi s ha s coincide d wit h a 
new political-economi c dynami c tha t ha s take n roo t i n Asi a an d mos t re -
markably, th e liberalizatio n o f economic s i n China' s pursui t o f a  'socialis t 
market economy' . The opening up o f a vast new marke t o f eager consumer s 
has mad e Chin a on e o f th e to p investmen t prospect s an d als o promise s 
additional trading growth throughou t Asia . 

The expansio n o f telecommunication s facilitie s throughou t th e regio n 
and nationa l informatization programme s hav e further advance d th e imag e 
of Asi a a s th e globa l hu b fo r th e futur e century . Asia , however , canno t b e 
treated a s a global village representing a s it does so many differen t culture s 
and stage s o f development . Fo r example , China' s mixtur e o f state , collec -
tive, privat e an d foreign-owne d enterprise s stand s i n contras t t o Japan , 
where bi g privat e conglomerate s hav e bee n a t th e forefron t o f economi c 
growth, an d Taiwan , where th e famil y busines s ha s been perhap s th e mai n 
contributor t o material success (Kohut , 1995). 

To some extent, the Dragons can be considered as developed economies , 
following i n th e footstep s o f Japan, especiall y whe n compare d wit h th e de -
veloping countrie s i n Asi a suc h a s Thailand , Malaysi a an d th e Philippine s 
(young 'Lions'), and the emerging countries such as China, India, Vietnam an d 
Indonesia. Table 1.1 shows the current stages of development i n the region . 

Table 1. 1 
Stages o f Developmen t i n Asi a 

Mature Newly  Fast  Developing 
Industrialized Developing 

Brunei 
Japan Hon g Kong Thailan d Indonesi a 

Singapore Malaysi a Chin a 
South Korea iSout h China Vietna m 
Taiwan Philippine s 

India (urban) Indi a (rural) 
Cambodia 

Stagnation Innovatio n Industrializatio n Imitatio n 

Hong Kon g —  A  Uniqu e Territor y 

In 184 1 th e 19th-centur y Britis h Foreig n Secretar y Lor d 
Palmerston dismisse d Hon g Kon g a s ' a barre n islan d wit h 
hardly a  house upon it' . 
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Hong Kong, a city state on the southern coas t of China coverin g an are a 
of onl y 1,06 0 squar e kilometre s (o f whic h 70 % i s gree n field ) an d wit h a 
population o f aroun d si x million , wa s th e firs t developin g econom y t o be -
come one o f th e world' s to p 1 0 trading communitie s a s o f 199 1 and i n 199 4 
was numbe r five . A  Britis h Crow n Colon y fo r ove r 15 0 years , i t wa s re -
verted t o Chines e sovereignt y i n 1997 . To bette r understan d it s economi c 
success an d th e opportunitie s an d threat s i t wil l face , i t i s necessar y t o 
review som e o f th e majo r historica l event s whic h hav e mad e Hon g Kon g a 
dynamic and vibran t multi-cultura l society . 

Hong Kong's development int o a commercial centre began in 1841 when 
British merchants , restricted t o a smal l 'factory ' are a o n th e Pear l rive r nea r 
Guangzhou, establishe d a  successfu l tradin g industr y especiall y i n th e ex -
port o f tea . B y the en d o f th e 19t h centur y Britai n importe d approximatel y 
15 million tonne s o f te a annually . A  shortag e o f silve r bullio n i n Indi a an d 
Europe led to the use of opium a s payment fo r goods bought i n Guangzho u 
and wa s t o lead t o the firs t Opiu m Wa r o f 1840-4 1 and th e beginning o f th e 
British acquisition o f Hong Kong . 

Hong Kon g wa s acquire d b y th e Britis h fro m Chin a i n thre e stages : 
Hong Kon g Islan d b y the treaty o f Nanking i n 1842 ; 14 years late r a  secon d 
war le d t o th e cedin g o f th e Kowloo n peninsul a b y th e Conventio n o f 
Peking i n 1860 ; and finally , th e Ne w Territorie s —  consistin g o f th e main -
land area adjoining Kowloo n and 235 adjacent island s — were ceded throug h 
a 99-yea r leas e unde r th e Secon d Conventio n o f Pekin g i n 1898 . Whil e 
administered b y th e Britis h durin g muc h o f th e 19t h an d 20t h centuries , 
Hong Kon g i s geographically, ethnicall y (97% ) and culturall y Chinese , wit h 
an interdependent histor y and destiny . 

Between 184 2 an d 1950 , Hong Kon g serve d a s a  stagin g pos t fo r trad e 
between Chin a an d th e West . Th e Communis t take-ove r o f Chin a i n 194 9 
and th e Korean War i n the early 1950 s marked th e end o f Hong Kon g as a n 
entrepot por t wit h U N trad e embargoes o n China . However, floods o f refu -
gees fro m Chin a rapidl y booste d th e colony' s populatio n b y on e million . 
They include d man y wealth y entrepreneur s fro m Shangha i an d provide d 
the basi s fo r Hon g Kong' s industrialization . Initially , textile s an d clothin g 
were produced , bu t later , i n th e mid-1960s , thi s wa s expande d t o includ e 
plastic, toys and leathe r goods . 

Over th e nex t tw o decade s Hon g Kon g thrive d o n it s manufacturin g 
base, with textile s surpassed b y clothing, and ne w sector s emerging suc h a s 
printing, meta l good s an d machinery , watche s an d electroni c part s an d 
appliances. For consumer goods , the reliance in the earlier years on subcon -
tracting an d sale s t o relativel y fe w majo r retailers , predominantl y i n th e 
United State s an d Europe , wa s extende d t o th e sal e o f brande d good s t o a 
wider custome r bas e aroun d th e world . Suppor t service s i n th e financia l 
sector, transpor t an d telecommunication s als o thrived . Development s i n 
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tourism (ove r 1 1 million visitors in 1994 ) led t o massive growt h i n the hote l 
and caterin g trades as well as in retailing . 

The Open Doo r Policy enacted by China i n the late 1970s led to anothe r 
renaissance o f th e Hon g Kon g economy . Trad e wit h Chin a flourishe d an d 
Hong Kon g wa s transforme d fro m a  chea p manufacturin g bas e int o a  re -
gional servic e an d financia l centre , whil e exportin g man y o f it s factorie s 
across the border t o take advantage o f lower costs . 

Today Hon g Kon g is once again a  great entrepo t centr e for no t onl y th e 
vast trad e i n an d ou t o f souther n Chin a bu t als o tha t wit h th e res t o f th e 
world. O n a n earnings-per-capit a basi s Hong Kon g became th e world' s to p 
exporter i n 1993 , exporting good s wort h mor e tha n US$20,00 0 pe r head . 
With on e o f th e fines t natura l deep-wate r harbour s i n th e world , Hon g 
Kong carrie d ove r 10 0 million tonne s o f commercia l carg o by se a an d rive r 
routes an d 2 0 million passenger s o n internationa l se a route s i n 1993 . It als o 
now boast s th e world' s busies t containe r por t wit h mor e tha n 1 1 millio n 
TEUs (twenty-foot equivalen t units ) being handled i n 1994 — an increase of 
300% i n jus t a  decade . Associate d wit h thi s ar e al l relate d trad e suppor t 
services an d communication s infrastructure . Thi s wil l be furthe r enhance d 
with th e completio n o f th e ne w internationa l airpor t a t Che k La p Kok , 
which, wit h 4,50 0 acre s o f lan d reclamation , i s on e o f th e world' s larges t 
civil engineering projects . This will replace the existing airport , which i s th e 
fourth busies t in the world i n terms of international passengers and freight . 

Organizational Us e of I T in Hon g Kon g 

Hong Kon g i s a prolifi c use r o f IT ; however, th e overal l patter n o f compu -
terization must be viewed i n terms of organizational profiles . In Hong Kon g 
the mos t strikin g organizationa l characteristi c i s th e ver y smal l siz e b y 
number o f employees . Ver y fe w enterprise s apar t fro m governmen t an d 
allied subvente d organization s emplo y mor e than 20 0 people. According t o 
government statistic s (1994 ) ther e ar e onl y som e 4 0 businesse s wit h mor e 
than 1,00 0 employee s whil e ther e ar e more than 200,00 0 with fewe r tha n 5 0 
employees. Small organizations ar e generally operate d a s owner-controlle d 
companies wit h clos e relatives employe d i n ke y position s a s a  direc t resul t 
of famil y link s rathe r tha n professiona l qualifications . Eve n large r family -
based companie s with public capital and acquire d subsidiarie s stil l maintai n 
a styl e o f managemen t whic h i s basically owner-centre d wit h increasingl y 
distant concentri c circle s o f famil y members . Researc h int o busines s prac -
tices o f Chines e (Bond , 1991 ; Redding an d Wong , 1986 ; Tricker, 1991 ) hav e 
identified fiv e characteristics : 
- family-centre d firm s 
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- closel y held control , even with public fundin g 
- centralize d decisio n makin g 
- paternalisti c management styl e 
- intuitiv e strategy formulatio n 

As a  result , very few companie s hav e forma l I T or indee d forma l man -
agement expertise at senior management level . IT is often see n as a necessar y 
evil rather tha n as a strategic tool and th e use of advanced Decisio n Suppor t 
Systems o r Executive Information System s i s confined t o a few o f the large r 
IT users . Hig h level s o f investmen t i n I T ar e ofte n impractica l an d overal l 
the figure s fo r I T investment var y fro m a n averag e clos e t o 8 % of th e com -
panies' tota l revenu e fo r th e top 40 IT users t o around 3 % for mediu m an d 
small users (King et al. 1992). 

Large businesse s hav e readil y adopte d compute r technolog y a s hav e 
some governmen t department s an d governmen t subvente d organizations . 
However, i t i s onl y recentl y tha t th e governmen t ha s fel t th e nee d t o con -
sider a  comprehensiv e I T strategy . Unlik e man y othe r Asia n countrie s 
(Singapore, Sout h Korea , Thailand , Malaysia , India , Taiwan , Philippines) , 
the governmen t i n Hon g Kon g play s a  non-directive rol e with regar d t o I T 
policy an d give s n o preferentia l treatmen t t o th e I T sector (discusse d mor e 
fully i n Chapte r 2) . Increasingly , thi s ha s ha d a  detrimenta l effec t o n th e 
coordinated developmen t o f a n I T infrastructure , particularl y i n th e de -
layed adoptio n o f ED I (Electroni c Dat a Interchange ) wher e Hon g Kon g 
now lag s som e fiv e year s behind Singapor e (discusse d mor e full y i n Chap -
ter 4). 

A Rol e Model fo r Chang e 

Although politica l powe r wa s officiall y concentrate d i n th e hand s o f th e 
British, i t ha s lon g bee n accepte d tha t Hon g Kon g i s actuall y rule d b y th e 
hongs (long-establishe d tradin g companies) , the myriad o f financia l institu -
tions le d b y th e HongkongBank , th e Hon g Kon g Jocke y Clu b (whic h no t 
only control s th e onl y lega l for m o f gamblin g i n Hon g Kon g bu t als o ad -
ministers profit s a s charities and donation s t o improve th e educationa l an d 
social infrastructur e o f th e territory ) an d the n th e Governor . A s th e 199 7 
change o f sovereignt y approached , th e influence o f Chin a wa s increasingl y 
evident wit h it s involvemen t i n infrastructur e an d financia l decision s a s 
well a s it s oppositio n t o politica l reform . Nevertheless , Hong Kon g contin -
ues t o enjo y enviabl e level s o f economi c prosperit y an d persona l freedo m 
and t o ac t a s the primary gatewa y betwee n Chin a an d th e globa l economy . 
Hong Kong has facilitated th e transfer o f technology and managemen t prac -
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tices int o th e awakenin g socialis t gian t an d provide d th e mai n channe l fo r 
exports an d imports . I t can als o be seen a s an economi c mode l fo r develop -
ments i n th e grea t citie s o f Chin a (Young , 1983) , acting a s a  testbe d o f si x 
million peopl e fo r th e futur e prosperit y o f 1. 2 billio n o n th e mainland . 
Indeed, Hon g Kon g can be considered a  vanguard o f th e dynamic environ -
ments whic h ar e expecte d t o becom e commonplac e fo r enterprise s aroun d 
the world (Martinsons , 1993). 

The economic succes s o f Hon g Kon g ha s been base d on , and stabilize d 
by, it s proclivit y fo r entrepreneurship . Th e stead y deman d fo r innovatio n 
as a  respons e t o chang e contrast s wit h th e typicall y cyclica l price s o f th e 
commodities o n whic h man y emergin g economie s ar e dependent . Never -
theless, a  vulnerabilit y t o th e vagarie s o f expor t market s ha s als o endowe d 
Hong Kon g wit h a  built-i n resilienc e an d a  capacit y t o readil y adjus t t o 
international economi c fluctuations . Aki n t o a  learnin g organization , th e 
territory ha s gaine d enormou s collectiv e experience fro m bot h it s successe s 
and failures . Hong Kon g has learnt t o thrive on change . The result has bee n 
some amazingl y swif t transition s i n th e underlyin g economi c structur e o f 
Hong Kon g whic h reflec t bot h th e territory' s pursui t o f materialisti c goal s 
and th e dynamism whic h i s a feature o f Hong Kong life . 

Hong Kon g Economi c Infrastructur e 

Resource-Li mi ted Econom y 

Due t o it s limited natura l resources , Hong Kon g ha s t o depend o n import s 
for virtuall y al l it s need s includin g foo d an d othe r consume r goods , ra w 
materials, capital goods , fuel an d eve n water . I t must, therefore, expor t on a 
sufficient scal e t o generat e foreig n exchang e earning s t o pa y fo r thes e im -
ports an d th e volume o f export s mus t continu e t o grow i f the population i s 
to enjo y a  risin g standar d o f livin g (currentl y secon d onl y t o Japan i n Asi a 
and wit h low unemployment) . 

The externally oriente d natur e o f the economy can be seen from th e fac t 
that in 199 3 the total value o f visible trade amounted t o 250% of GDP. Ove r 
the last decade Hong Kong' s tota l exports grew a t an average annua l rate of 
17% i n rea l terms , roughly twic e th e growt h rat e o f worl d trade . Th e rela -
tive importanc e o f th e variou s sector s ca n b e assesse d i n term s o f thei r 
contributions t o GDP and t o tota l employment . Th e most notabl e chang e i s 
in th e manufacturing secto r wit h a  continuous declin e i n GD P from 31 % i n 
1970 to 13 % in 199 2 and i n employmen t fro m 47 % in 197 1 to 22 % in 1993 . 
Concomitantly, th e tertiar y service s secto r contributio n ros e fro m 60 % i n 
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1970 t o 76 % i n 199 2 with a  ris e i n employmen t fro m 41 % to 69 % over th e 
same period . Manufacturing firm s i n Hong Kon g are characterized b y thei r 
small siz e —  o f clos e t o hal f a  millio n establishments , mor e tha n hal f em -
ploy less than 50 people (Hong Kong Government Statistics , 1994). 

The scarcity of land i n Hong Kong also means tha t most manufacturin g 
industries operat e in 'flatte d factory ' units . These are multi-storeyed factor y 
units which favou r onl y light manufacturing industry . These form th e basi s 
of a n extensive subcontractin g syste m which allow s the manufacturing sec -
tor greate r flexibilit y i n copin g wit h frequen t change s i n deman d patterns . 
However, i t als o inhibit s th e developmen t o f high-tec h manufacturin g fa -
cilities and cost s are directly related t o escalating wages . As a  result ther e i s 
increasing us e o f labou r outsourcin g usin g Chin a productio n fo r labour -
intensive processes . I n fact , mos t o f th e value-adde d componen t i s actuall y 
added acros s th e border , wher e 80 % o f th e territory' s manufacturer s hav e 
built plant s (Asi a 199 4 yearbook). Ther e ar e no w 30,00 0 Hon g Kon g facto -
ries i n Chin a employin g almos t thre e millio n peopl e (Trad e Developmen t 
Council, 1994) . Face d wit h risin g labou r costs , Hon g Kon g als o export s 
service job s acros s th e border . Thi s i s particularl y th e cas e fo r softwar e 
production an d standar d data-processin g activitie s wit h bot h Catha y Pa -
cific (Hon g Kong' s airline ) an d Citicor p outsourcin g I T staf f i n Shenzhe n 
and man y othe r group s establishin g 'softwar e factories ' wit h th e coopera -
tion of the Chinese government . Citibank an d IB M are also in the process of 
moving thei r China headquarter s from Hon g Kong to Shanghai . 

Hong Kon g a s a n Internationa l Financia l Centr e 

The favourable geographica l position of Hong Kong, which provides a bridge 
in th e tim e ga p betwee n Nort h Americ a an d Europe , togethe r wit h stron g 
links with China an d othe r economie s i n Southeast Asi a an d excellen t com -
munications wit h th e res t o f th e world , ha s helpe d th e developmen t o f th e 
territory int o a  majo r internationa l financia l centre . With a n averag e dail y 
turnover o f aroun d US$6 1 billion i n 1992 , Hong Kon g i s the secon d larges t 
stock market i n Asia after Tokyo . 

Foreign bank s i n Hon g Kon g ten d t o b e th e premie r bank s i n thei r 
countries o f incorporatio n an d i n 1993 , 81 of th e to p 10 0 world bank s ha d 
operations i n th e territory . I n tota l ther e wer e 17 2 license d bank s wit h 
HongkongBank th e larges t loca l ban k an d 10t h i n th e worl d market . A 
substantial proportio n o f th e transactions i n the banking secto r ar e interna -
tional i n natur e wit h mor e tha n 60 % o f th e sector' s aggregat e asset s an d 
liabilities external . This ranks Hong Kong fourth larges t in the world . 

The stock marke t als o serves a s an importan t sourc e o f capita l with 47 7 
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public companie s liste d a s at the end o f 1993 . Total market capitalizatio n o f 
HK$2,975 billion place s Hon g Kon g sixt h i n th e worl d afte r th e US , Japan, 
Britain, Germany an d France . 

As a  resul t o f increasin g cooperatio n betwee n Hon g Kon g an d China , 
Hong Kon g i s no w th e larges t sourc e o f investmen t i n China , accountin g 
for two-third s o f th e total . This come s no t onl y from th e developin g manu -
facturing base but also from hotel s and tourist-related facilitie s and propert y 
and infrastructur e developments . 

Economic polic y i n Hon g Kon g i s t o a  larg e exten t dictated , an d con -
strained, b y th e specia l circumstance s o f th e economy . Owin g t o it s smal l 
size an d ope n nature , th e econom y i s vulnerabl e t o externa l factors , an d 
government action s designe d t o offse t unfavourabl e externa l influence s ar e 
of limite d effectiveness . Moreover , th e governmen t consider s tha t th e allo -
cation of resources in the economy is best left t o market forces, with minima l 
government interventio n i n the private sector . This basically free-enterprise , 
market discipline d syste m ha s le d t o Hon g Kong' s economi c succes s ove r 
the las t 10 0 years . A  ne w government , however , cam e int o operatio n i n 
1997 and i t remain s t o b e see n whethe r a  laissez-faire ' polic y ca n suppor t 
the continue d developmen t o f Hon g Kon g a s a n internationa l centr e whil e 
integrating i t into China . Unde r th e term s o f th e Sino-Britis h Join t Declara -
tion (1984) , Hon g Kon g becam e a  'Specia l Administrativ e Regio n an d th e 
existing capitalis t syste m an d wa y o f lif e shal l no t b e change d fo r 5 0 years ' 
(Article 3  of Basi c Law, 1990).  There are , however, man y possibl e interpre -
tations o f th e guarantee s whic h th e Basi c La w enshrine s an d ho w thes e 
might be implemented . 

Industry an d Trad e 

Hong Kong' s trade policy seeks to promote a  free, open an d stabl e multilat -
eral tradin g syste m wher e governmen t neithe r protect s no r subsidize s 
industries. A s a  resul t Hon g Kon g ha s alway s participate d i n th e Genera l 
Agreement o n Tariff s an d Trad e (GATT ) an d i n 198 6 becam e a  separat e 
contracting party . Thi s status , which underline s Hon g Kong' s autonom y i n 
the conduct of its external relations, is intended t o continue after th e handove r 
to Chin a wit h membershi p participatio n i n th e Worl d Trad e Organizatio n 
(WTO) whic h replace d GAT T i n 1995 . China sough t unsuccessfull y t o re -
gain membershi p o f GAT T in 199 4 but stil l actively strive s fo r membershi p 
of WTO and, i n July 1995 , was awarde d observe r status . Having rise n fro m 
31st tradin g natio n i n th e worl d i n 198 0 t o 11t h i n 199 3 wit h a n averag e 
annual economi c growth rat e of 10% , China nevertheles s stil l has to achiev e 
considerable growt h t o provid e a  tradin g infrastructur e t o suppor t WT O 
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membership an d ful l participation . Hon g Kon g i s als o a  membe r o f th e 
Asia-Pacific Economi c Co-operatio n Counci l (APEC ) whic h activel y seek s 
to identif y a  rang e o f practica l commo n economi c interest s t o furthe r th e 
development o f th e Asi a Pacifi c region . On e problem , however , relate s t o 
trade relation s betwee n Chin a an d th e US , as the annua l uncertaint y o f th e 
renewal o f China' s Most-Favoure d Natio n (MFN ) tradin g statu s wit h th e 
US (which is linked t o both economic and socia l change) has a  direct impac t 
on the economic well-being of Hong Kong . 

China i s th e principa l supplie r o f import s t o th e territory , th e larges t 
single expor t marke t an d th e majo r contributo r t o and beneficiar y fro m th e 
re-export marke t (approximatel y 80 % o f th e combine d tota l o f domesti c 
exports an d re-exports) . Tabl e 1. 2 show s th e mos t recen t figure s o n Hon g 
Kong's imports , exports and re-exports . 

Table 1. 2 
Hong Kon g (1993 ) Trad e Statistic s (HK $ million ) 

External Trad e b y Majo r Tradin g Partner s 

Market 

China 

US 

Germany 

UK 

Japan 

Singapore 

Taiwan 

Korea 

Domestic Exports 

63,367 

60,292 

13,969 

10,771 

9,677 

11,344 

6,261 

* 

Re-exports 

274,561 

180,349 

40,798 

24,530 

44,160 

17,430 

21,910 

15,538 

Imports 

402,161 

58,837 

24,918 

21,438 

178,034 

47,835 

93,968 

48,220 

Total Figures for 199 3 (all trading partners) 

Total 223,027 823,224 1,072,597 

Source: HK government statistics (1994). 

The majo r industrie s supporte d b y th e manufacturin g secto r i n Hon g 
Kong ar e (i n orde r o f contribution ) clothing , electronics , textiles , watche s 
and clocks , an d plastics . Face d wit h increasin g competitio n fro m th e low -
cost economie s i n th e region , risin g labou r cost s a t hom e an d deman d fo r 
higher level s of quality , manufacturers ar e moving away from labour-inten -
sive productio n an d int o value-adde d products . Th e government , whic h 
supports thi s restructuring , give s stron g encouragemen t t o qualit y assur -
ance programmes an d IS O 9000 is now th e de fact o standar d t o be applie d 
for awar d o f certification . 

In suppor t o f th e industria l an d tradin g sector s th e us e o f Electroni c 
Data Interchang e (EDI ) ha s expande d considerabl y (althoug h th e territor y 
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is well behind Singapor e i n thi s respect) . A consortiu m o f 1 1 leading trade -
related organizations with a substantial government shareholding establishe d 
Tradelink. Tradelin k wil l fun d an d manag e a  Communit y Electroni c Trad -
ing Servic e (CETS ) an d ac t a s th e gatewa y betwee n th e communit y an d 
relevant governmen t departments . Th e initia l launc h o f th e servic e wa s i n 
1997. This year wil l also see the further liberalizatio n o f the telecommunica -
tions industr y wit h al l services , data , fa x an d voice , withi n Hon g Kong , 
open t o competition . Hongkon g Teleco m Internationa l wil l maintai n a n 
exclusive licence until 2006 to provide a  range of public services for interna -
tional telecommunications . 

Infrastructure Growt h 

Hong Kon g ha d th e world' s firs t full y digitize d telephon e syste m an d ha s 
one o f th e highes t pe r capit a ownershi p o f telephone s a t approximatel y 
65:100 population (Trad e Developmen t Council , 1994) . This i s further rein -
forced wit h th e highest pe r capit a ownershi p o f cellula r phones an d pagers , 
and th e largest cable network, television se t and VCR ownership. The trans -
portation syste m i s one o f the cheapest an d mos t efficien t i n the world wit h 
four millio n commuter s usin g publi c transpor t daily . Th e multipl e trans -
portation service s — rail, bus and ferries — implemented th e world's larges t 
smartcard syste m i n 1996 . Hong Kon g roads ar e als o some o f th e busiest i n 
the worl d an d carr y som e o f th e mos t expensiv e cars . The origina l harbou r 
tunnel, whic h carrie s 120,00 0 vehicle s pe r da y will , o n average , se e on e 
Mercedes Ben z ou t o f ever y si x cars , on e Jagua r i n ever y 6 0 car s an d on e 
Rolls-Royce pe r 25 0 car s (representin g th e world' s highes t pe r capit a own -
ership). 

Apart fro m sustaine d growt h i n th e economi c developmen t o f Hon g 
Kong over the next decade, Hong Kong has also approved tw o major project s 
for expansio n requirin g massiv e investmen t i n infrastructure . Thes e ar e 
part o f th e Por t an d Airpor t Developmen t Strateg y (PADS) . The firs t i s th e 
development o f a  ne w airpor t whic h wil l spa n 1 0 differen t project s an d 
build a  base fo r economi c expansio n wel l into the next century . Apar t fro m 
the airpor t itsel f thi s wil l involve si x road an d rai l projects , tw o majo r lan d 
reclamations an d th e creatio n o f a  ne w town . Th e airpor t i s schedule d t o 
open th e firs t o f it s runways i n 199 8 and wil l handle 3 5 million passenger s 
and 1. 5 million tonne s o f ai r cargo yearly. Planned expansio n wil l allow fo r 
87 millio n passenger s an d nin e millio n tonne s o f carg o b y th e yea r 2040 . 
The secon d projec t i s th e expansio n o f th e por t handlin g capacit y b y on e 
million TEU s pe r yea r (th e equivalen t o f building , ever y year , a  por t th e 
size o f Oakland , Californi a o r Felixstowe , Britain' s bigges t containe r port) . 
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Hong Kong' s presen t por t ha s 1 5 berths with anothe r seve n t o be built . Th e 
new projec t wil l involve the developmen t o f a  completely ne w por t wit h 1 7 
berths initially and planned capacit y of 24 berths in operation by 2011. 

These ne w project s ar e no t onl y som e o f th e larges t civi l engineerin g 
projects i n the world bu t wil l also involve major informatio n system s devel -
opment. Th e Maste r System s Integratio n projec t planne d fo r th e airpor t 
offers a  contrac t wort h approximatel y HK$ 8 billion . Th e syste m show n i n 
Figure 1. 1 present s a  massiv e integratio n challeng e t o develo p a  databas e 
capable o f interfacin g wit h al l th e airport-relate d systems . I n thi s way , al l 
the separat e island s o f informatio n suc h a s th e Fligh t Informatio n Displa y 
Systems (FIDS) , closed-circuit television , building management system s an d 
trunk mobil e radi o wil l shar e acces s t o th e sam e informatio n an d th e ne w 
airport authorit y wil l hav e contro l no t onl y ove r th e baggag e handlin g 
system but als o interface wit h al l other airlines ' systems . 

MASTER SYSTEM S INTEGRATIO N 

1 AT C Centre 

1 
Air Traffic 
Control 

External 
Systems 

Airport 
Operator 

Terminal 
Manager 

— 

Adjacent 

CFMU 

Central 
Database 

Planning & 
Briefing 

Airlines / 
Handlers 

Services 

Airport 
Maintenance 

Figure 1. 1 PAD S System s 

Both of these developments ar e designed no t only to benefit Hon g Kon g 
but als o China, particularly development s i n the south . However , give n th e 
completion date s i t mus t b e recognize d tha t financin g o f th e projec t ma y 
run int o problem s afte r th e 199 7 chang e o f sovereignt y an d ma y als o b e 
challenged b y separat e development s i n Chin a suc h a s th e expansio n o f 
Shanghai's por t which threatens Hong Kong's position as gateway to China . 
The planned expansio n i n China between 199 6 and 200 0 will include a  ne w 
airport t o accommodat e 2 5 million passengers , majo r roa d an d railwa y de -
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velopments (includin g a  tunne l beneat h th e Yangtz e River ) an d th e devel -
opment o f th e metropoli s a s th e majo r connectio n i n China' s internationa l 
and domesti c telecommunicatio n network . Thi s i s onl y a  smal l par t o f th e 
ambitious upgrad e planne d i n Chin a ove r th e nex t decade . Plan s t o virtu -
ally doubl e th e nation' s powe r generatio n capacit y b y th e yea r 200 0 wil l 
cost between US$6 5 billion and US$20 0 billion, and a  further US$10 0 billion 
to provide 1 0 telephone line s for ever y 10 0 households. Equally large sum s 
are require d t o buil d o r upgrad e 10 0 airports , develo p expressways , rail -
ways and mas s transi t systems . 

Hong Kon g i s stil l China's mos t importan t entrepo t fo r th e majorit y o f 
its trading partner s includin g th e US, the Europea n Unio n an d othe r Asia n 
countries, but i t i s inevitabl e that , a s China' s infrastructur e grows , export s 
will increasingl y g o fro m th e countr y o f origi n directl y t o th e countr y o f 
consumption. A s such , th e leve l o f re-export s throug h Hon g Kon g wil l 
naturally declin e a s China' s por t capacit y improves , althoug h a t th e sam e 
time th e openin g u p o f th e Chin a marke t wil l als o stimulat e trad e an d 
increase th e nee d fo r provisio n o f services . Hon g Kong' s histor y woul d 
suggest tha t a n advance d infrastructure , specia l relationshi p wit h China , 
adaptability t o change and a  highly entrepreneuria l wor k ethi c would guar -
antee continued economi c advancement an d position the territory as a central 
hub no t onl y for th e Asia Pacifi c basin but als o globally in the 21s t century . 
There ar e a  numbe r o f othe r factors , however , whic h mus t b e considere d 
when forecastin g th e development o f Hong Kong into the next century. Th e 
first o f these relates to Chinese sovereignty . 

Political a n d Cultura l Influence s 

The Confucian Connectio n 

It is obvious tha t some societies have less difficulty absorbin g new busines s 
methods and acceptin g new technologies than others . Reasons for thi s hav e 
been related t o economic factors but also societal ones. Tung (1993) suggest s 
that the economic factors include five components : stage of economic devel -
opment, type of economic system, per capita GDP, home market demand an d 
presence of a developed infrastructure . Whil e this might satisfactorily explai n 
the lack o f developmen t i n the previously close d economie s o f Chin a an d 
Vietnam i t does no t totall y suppor t th e development o f th e Fou r Dragon s 
where economic systems and hom e demand ar e quite different . 

Hofstede an d Bon d (1988 ) suggest tha t the differences i n cultural value s 
'are ultimat e determinant s o f huma n organizatio n an d behaviou r an d thu s 
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of economi c growth ' an d us e fiv e dimensions : uncertainty avoidance , indi -
vidualism v s collectivism , masculinit y v s femininity , powe r distanc e an d 
Confucian dynamism . Base d o n statistica l analysis , the y foun d tha t th e lat -
ter mor e tha n an y othe r appear s t o accoun t fo r an d explai n difference s i n 
economic growt h aroun d th e world . Thes e value s ar e a n intrinsi c par t o f 
Asian lif e an d emphasiz e persistence , perseveranc e an d thrift . I n additio n 
there will be a high value on education and learnin g (included a s part of th e 
government programm e i n eac h o f th e Fou r Dragons) . I t would see m how -
ever, tha t th e exten t t o whic h thes e value s ma y appl y hav e bee n modifie d 
by politica l and societa l changes . In China som e of these values were weak -
ened b y th e Cultura l Revolutio n o f th e 1960 s an d confusio n rathe r tha n 
Confucius reigns . I n Hon g Kon g a  stron g cultura l identit y ha s bee n main -
tained bu t i t no longer favours traditio n ove r progress . Nevertheless, a ver y 
strong achievemen t orientatio n remain s alon g wit h hig h level s o f famil y 
solidarity, respec t for , an d loyalt y to , authority an d overridin g concern s fo r 
conflict avoidance . Proponents o f Asian values (Bond , 1986 , Hofstede, 1994 , 
Tung, 1993 ) als o spea k o f th e emphasi s i n th e regio n o n collectiv e a s op -
posed t o individua l interests . Th e specifi c manifestation s o f collectivis m 
are, however, very different . I n China, i t is based o n the party an d th e state , 
and, often , ha s t o b e force d o n th e peopl e b y th e centra l government . I n 
Japan, the collective good tends to centre on the corporation an d th e family . 

These aspect s ca n al l b e foun d t o varyin g degree s o f intensit y i n th e 
Asian succes s storie s bu t ther e ar e a s man y difference s a s similaritie s i n 
specific interpretation s an d practices : Indi a wit h it s cast e system , Japa n 
with a  vas t middle-clas s majority , Indonesi a wit h a  Musli m societ y an d 
Thailand predominantl y Buddhist . Ther e has als o been a  trend t o see mod -
ernization as 'Westernization' and a  weakening of traditional values, resulting 
in th e emergenc e o f differen t pattern s o f economi c an d socia l developmen t 
(for mor e detaile d discussio n o f thi s see Chapter 9) . Of particula r interes t i s 
a mergin g o f value s suc h a s will take place between Hon g Kon g and Chin a 
and whic h i s intende d t o b e resolve d b y th e 'On e countr y tw o systems ' 
concept. 

One Countr y Tw o System s 

'Hong Kon g i s linke d t o Chin a but , i n anothe r importan t 
sense, separate from it. ' 
— David Wilson , Governor o f Hong Kong, 1989. 

In 1984 , the Sino-British Join t Declaratio n wa s signe d i n Beijing . Unde r 
this agreemen t Hon g Kon g reverte d t o Chin a o n 1  July 1997 . Hong Kon g 
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became a  Specia l Administrativ e Regio n (SAR ) o f Chin a an d i t wa s in -
tended tha t i t woul d retai n a  hig h degre e o f autonom y wit h th e capitalis t 
system an d lifestyl e guarantee d t o remai n unchange d fo r 5 0 years . Need -
less t o say , th e implementatio n o f th e 'on e country , tw o systems ' concep t 
will no t b e easy . Interpretation s o f th e genera l principle s suc h a s tha t em -
bodied i n Articl e 5  —  'Th e Hon g Kon g SA R safeguard s th e right s an d 
freedom o f th e resident s an d othe r person s i n th e Regio n i n accordanc e 
with law ' —  can b e ver y differen t an d thi s ha s give n ris e t o muc h concer n 
with regard t o how the Basic Law may be implemented afte r 1997 . 

The difference s betwee n th e tw o system s ar e no t onl y politica l bu t cul -
tural an d economic , wit h vas t disparitie s i n technologica l advancemen t 
creating a  'communications ' divid e between th e two regions . 

Hong Kon g ha s on e o f th e mos t advance d telecommunication s net -
works i n th e worl d wit h a n all-digita l telephon y networ k an d substantia l 
deployment o f optica l fibre transmissio n t o support a  wide variety o f voice , 
data an d wideban d applications . Ther e ar e 2. 8 millio n exchang e line s an d 
local call s ar e free . Al l othe r form s o f communicatio n ar e equall y popula r 
with th e highes t pe r capit a us e o f cellula r phone s an d pagers ; th e world' s 
first mobil e telephon e networ k operativ e underground (fo r th e tunnel s an d 
subway system ) an d us e o f communication s fo r fax , voice and dat a o f ove r 
two billion minutes in 1992 (a 50% increase over 1990) . 

Hongkong Teleco m i s now developin g th e basi s o f th e informatio n su -
per h ighwa y wit h tw o programme s —  th e Advance d Fibre-optica l 
Telecommunications System s (AFT) and Super Business Infrastructure (SBI) . 
Both us e optica l fibr e technolog y an d recen t development s i n custome r ac -
cess technolog y an d represen t a  significan t departur e fro m th e traditiona l 
approach fo r providin g telecommunication s (fo r a  more detailed discussio n 
see Chapter 3) . This is reflective o f growth i n the Asian region. In the perio d 
1993-6 the optica l fibre capacit y withi n th e Asia Pacifi c regio n wil l have in -
creased b y a  facto r o f 1 0 (1 5 billio n bits ) an d th e numbe r o f satellit e 
transponders b y a  factor o f five. Virtually every major countr y i n the regio n 
will be service d b y thre e optica l cabl e system s an d fo r th e firs t tim e optica l 
diversity will be available to Europe and the US on both east and west routes . 

China, o n th e othe r hand , i s ver y fa r behin d i n it s us e o f communica -
tions and computer s eve n fo r basic business applications . This is partly du e 
to th e economi c syste m bu t als o reflect s th e COCO M (Coordinatio n Com -
mittee o n Multilatera l Expor t Controls ) agreement s (abandone d i n 1984 ) 
which limite d th e impor t o f advance d compute r technolog y int o China . 
China is , however , undergoin g a  socio-economi c revolutio n an d appreci -
ates tha t economi c developmen t wil l b e closel y linke d t o th e widesprea d 
application o f IT and th e development o f a  nationwide I T infrastructure. A s 
part of this development, the central government initiated th e 'Three Golde n 
Projects' i n 1993 . Thes e compris e th e 'Golde n Bridge ' whic h wil l b e th e 
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National Public Economic Information Communicatio n Network , the 'Golde n 
Custom' whic h aim s t o interconnec t al l the foreign trad e enterprises ' infor -
mation system s an d t o exchang e dat a usin g EDI , an d th e 'Golde n Card ' 
project whic h wil l buil d u p a  unifor m car d issuin g syste m t o realiz e na -
tional electronic currency flow. The scope of these three projects i s enormou s 
with the latter two relying on successful implementatio n o f the superhighwa y 
implied b y th e 'Golde n Bridge' . Thi s networ k woul d hav e t o lin k 500  cen -
tral cities , 12,00 0 large - an d medium-size d enterprises , includin g majo r 
projects suc h a s th e Day a Ba y nuclea r plant , a s wel l a s th e network s o f th e 
banking an d financia l institution s bein g se t u p unde r th e 'Golde n Card ' 
project. I t is estimated tha t th e whole backbone woul d includ e th e use o f 1 9 
satellites, 3,600 kilometres o f optical fibre cabling , and 3 4 million kilometre s 
of microwav e transmissio n —  al l fully integrate d int o on e networ k syste m 
to provide th e lin k t o al l other networks . Thi s in a  countr y wher e th e com -
mercial applicatio n o f computer s (mainl y PCs ) has a  history o f les s than 1 0 
years an d fe w network s ar e in operation . Curren t estimate s ar e one millio n 
PCs wit h growt h rat e estimate s varyin g widel y fro m 140,00 0 t o 500,00 0 
units yearly . These figure s nee d t o be considere d agains t th e population o f 
approximately 1,11 2 millio n peopl e ( a rati o o f 200: 1 compare d wit h Hon g 
Kong). I t ha s als o recentl y becom e apparen t tha t th e cultural , socia l an d 
economic value s o f Chin a ar e a t odd s wit h thos e o f Hon g Kon g wit h con -
siderable disputes relating to the financial arrangement s fo r the new airport , 
the awardin g o f contract s fo r a  ne w containe r termina l an d lan d reclama -
tion projects . Thes e dispute s threate n t o disrup t Hon g Kong' s economi c 
stability an d th e developmen t o f crucia l infrastructur e projects . Withou t 
such development Hon g Kong will certainly lose its competitive supremac y 
in Asia . 

The Fir e o f th e Dragon s 

The mai n competitiv e threa t i s posed b y th e othe r thre e Dragon s —  Singa -
pore, Taiwan (ROC ) and South Korea, and som e of the other Asian countrie s 
which ar e now enterin g a  period "of rapid growt h an d developmen t suc h a s 
Thailand, India , Malaysi a an d th e Philippines . Statistic s relate d t o thei r 
populations an d GN P pe r hea d ar e show n i n Tabl e 1.3 , an d thei r shar e o f 
world trad e in Table 1.4 . 

Of al l thes e countries , Hon g Kon g no w ha s on e o f th e highes t labou r 
costs and th e highes t lan d costs , suggesting tha t offic e an d accommodatio n 
rental cost s ar e amon g th e highes t i n th e worl d (South  China  Morning Post, 
April 1995). The average rental for accommodation was quoted as the world' s 
highest a t HK$64,68 0 o r approximatel y US$9,00 0 i n 1995 , althoug h tha t 
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Table 1. 3 
Population Comparison s 

Hong Kong 

Singapore 

Taiwan 

South Korea 

China 

Million 

5.9 

2.8 

20.6 

43.3 

1,149.5 

GNP (per capita US$) 

13,430 

14,210 

8,788 

6,330 

370 

Source: Fa r Eastern Economic Review Asia Year 1994 . 

Table 1. 4 
Share o f Worl d Trad e 

South Korea 

Singapore 

Hong Kong 

China 

7992 

2.1% 

1.7% 

3.2% 

2.2% 

7994 

2.1% 

2.0% 

3.6% 

2.5% 

must b e measure d agains t th e fac t tha t mor e tha n 50 % of th e population i n 
Hong Kon g hav e governmen t housin g provisio n an d Hon g Kon g ha s th e 
world's larges t government-funded housin g project . As costs rise and infra -
structure deteriorate s Hon g Kong' s competitiv e advantag e dwindle s an d 
major rival s suc h a s Singapor e ar e quic k t o exploi t thei r advantage . Th e 
battle betwee n Hon g Kon g an d Singapor e t o ru n th e world' s busies t por t 
has been ongoin g ove r th e las t decade . While Hong Kon g regained th e titl e 
in 199 2 afte r tw o year s i n whic h Singapor e reigne d (Far  Eastern Economic 
Review, 1994) , the difference i n throughput betwee n th e two i s so small tha t 
the balance can quickly shif t i n favour o f the other . 

Singapore ha s tw o distinc t advantage s ove r Hon g Kong . Unlik e Hon g 
Kong, Singapore's economi c growt h ha s occurred wit h a  very low inflatio n 
rate (199 3 estimates o f 2.5% compared t o 9.5% in Hong Kong) . Singapore i s 
also showing highe r growt h rate s when th e other thre e Dragon s ar e experi -
encing lower growth more in the pattern of 'mature ' industrialized economie s 
(MIEs) tha n NIEs . Thi s ma y b e a  produc t o f thei r 'golde n triangle ' polic y 
where cheape r lan d an d labou r fro m Indonesi a an d Malaysi a wer e use d t o 
underpin capita l an d skille d labou r fro m Singapore . A  secon d an d mor e 
important facto r i s th e interventionis t polic y o f th e Singapor e governmen t 
and th e influenc e th e governmen t ca n brin g t o bea r o n th e econom y an d 
free marke t operations . Fo r exampl e on e policy decisio n i n 198 6 when Sin -
gapore wa s experiencin g a  recessio n wa s t o reduc e th e wage s o f th e 
workforce b y 15 % (Soh et al., 1993). 
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Nowhere ca n thi s influenc e b e see n mor e strongl y tha n i n relatio n t o 
computerization. Th e focu s o f th e 198 0 nationa l developmen t pla n wa s 
'informatization' wit h th e establishmen t o f th e Nationa l Compute r Boar d 
and th e developmen t o f th e firs t five-yea r plan , followe d i n 198 5 b y th e 
second. Th e mos t recen t plan , IT2000 , developed i n 1992 , aims t o tur n Sin -
gapore int o an 'intelligen t island ' (fo r mor e detaile d discussio n se e Chapte r 
2). Th e succes s o f suc h plannin g ca n b e see n b y Singapore' s becomin g th e 
first countr y i n Asi a t o hav e a  nationwid e ED I servic e i n th e for m o f 
TradeNet, establishe d i n 1989 . Hon g Kong , o n th e othe r hand , ha s bee n 
debating th e issu e o f ED I sinc e th e earl y 1980 s but du e t o lac k o f commit -
ment fro m governmen t an d industr y wa s stil l i n a  positio n wher e actua l 
implementation ha d no t take n plac e by 199 6 (fo r mor e detaile d discussio n 
see Chapter 4) . 

Singapore ha s onl y recentl y realize d th e importanc e o f developin g a n 
external econom y an d i s no w targetin g Chin a fo r aggressiv e expansion . 
One exampl e i s th e decisio n t o buil d a n entir e cit y nea r Suzho u (dubbe d 
Singapore II ) modelle d o n th e 'Lio n City' , a s Singapor e i s called . Thi s i s 
only th e start : i t wil l tak e 1 0 years t o se e whethe r Singapor e ca n capitaliz e 
on the China marke t an d th e exten t to which thi s may threaten Hon g Kong . 
South Kore a an d Taiwa n ar e th e othe r tw o member s o f th e 'Drago n club ' 
and bot h hav e government s whic h hav e give n stron g suppor t t o buildin g 
up a n effectiv e technolog y infrastructure , whil e als o maintaining tigh t con -
trol ove r th e economy . I n Sout h Korea , growt h ha s bee n focuse d o n th e 
electronics industr y a s a  whole . I n 197 0 Sout h Kore a sol d US$5 5 millio n 
worth o f electronic s t o th e worl d marke t an d i n 199 2 tha t figur e skyrock -
eted t o US$20.7 billion (over 6% of the world market ) to become the world' s 
third larges t industry (Yoo , 1993). During the period from 1962-9 1 per capit a 
GNP increase d fro m US$8 7 to US$6,49 8 and gaine d Sout h Kore a it s verita -
ble membership o f the Four Dragons . This growth cam e as a direct resul t of 
the Sout h Korea n government' s decisio n i n th e mid-1960 s t o develo p a 
solid technologica l base and include s extensive investment i n telecommuni -
cations. Investmen t i n telecommunication s ove r th e perio d 1978-9 0 a s a 
measurement o f GD P was 1.7 3 i n Kore a compare d t o 0.66 fo r OEC D coun -
tries. With 13. 5 million line s in it s telecommunication networ k Sout h Kore a 
was als o well-place d t o introduc e EDI . It s KTne t i s no w i n th e expansio n 
stage and wil l be fully expande d i n 1997 to cover the whole community . 

Korea does , however, have specifi c problem s o n the politica l front wit h 
the possibl e unificatio n o f Nort h an d Sout h seemin g t o mov e close r t o 
reality afte r th e collaps e o f communism i n Eastern Europe i n the late 1980s . 
Beset b y majo r economi c problem s an d wit h los s o f Soviet-blo c patronag e 
North Kore a ma y wel l se e unification a s the onl y rout e t o economi c salva -
tion althoug h th e impac t o n th e Sout h Korea n econom y an d growt h rat e 
could be significant . 
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Taiwan als o faces problem s o f a  political nature but i n the internationa l 
arena. The ongoing disput e wit h Chin a referre d t o as the Peoples ' Republi c 
of Chin a (PRC ) and Taiwa n referre d t o a s the Republi c o f China (ROC ) ha s 
prevented Taiwa n fro m playin g a n activ e rol e i n worl d politic s o r interna -
tional trad e agreements . Wit h n o diplomati c relationship s wit h an y Asia n 
country, 1993  sa w it s firs t participatio n (eve n onl y a t observe r level ) i n 
APEC. Like China, Taiwan i s also seeking membership o f the WTO. Relaxa-
tion o f tradin g restriction s woul d offe r a  vas t opportunit y t o Taiwa n i n 
China, with capita l investment i n the PRC flowing fro m th e ROC estimate d 
as high as US$15 billion. 

In th e meantim e Taiwa n ha s pu t majo r effort s int o th e developmen t o f 
the informatio n industr y an d i n 1993  ranke d th e sixt h larges t I T produc t 
supplier i n th e worldwid e compute r marke t (Yun , 1993 ) an d to p i n Asia . 
While thi s concentrate s o n hardware , th e governmen t ha s als o recognize d 
the need fo r softwar e product s t o keep pace and launche d a  five-year infor -
mation industr y developmen t programm e i n 1992 . Thi s wil l aggressivel y 
attack th e whol e informatio n industr y worldwid e wit h a  targe t o f US$2 8 
billion in production valu e by the year 2000. 

In support o f the millions o f expor t declarations made annuall y Taiwa n 
has als o develope d a n ED I syste m calle d Trade-va n wit h initia l implemen -
tation in 199 2 and i s now a t the stage of integrating a  number o f other VA N 
services nationwide . 

The 'Lions 7 Awak e 

Such proactiv e governmen t interventio n i s no t jus t confine d t o th e NIEs . 
Developing economie s i n Asia have als o embraced nationwid e governmen t 
informatization programmes . Thailan d declare d 199 5 the 'Yea r o f IT' , wit h 
a three-point agenda : 
1. inves t i n a n equitabl e informatio n infrastructure : t o empowe r huma n 

ability and enhanc e life quality ; 
2. inves t i n people : buil d a  literat e populac e an d a n adequat e I T man -

power base ; 
3. inves t for goo d governance . 

Part o f th e governin g principl e t o b e applie d t o al l thre e point s i s t o 
ensure th e distribution o f wealth t o the rural regions . A similar programm e 
is underway i n the Philippines wit h th e formation o f the National I T Policy 
(NITP) 2000 , wit h a  visio n o f a  SMAR T Philippine s throug h informatio n 
and computin g empowermen t fo r globa l competitivenes s an d peopl e em -
powerment . Th e fiv e targete d s t ructura l component s are : 
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Telecommunicat ions, Indust ry , Government , Education , Researc h 
(TIGER). 

In Malaysia, developments ar e somewhat behind bu t agai n focusing o n 
the developmen t o f a n information-ric h societ y i n th e contex t o f Visio n 
2020. Withi n th e contex t o f thi s i s th e challeng e o f 'establishin g a  societ y 
that i s innovativ e an d forwar d looking , on e tha t i s no t onl y a  consume r o f 
technology but als o a contributor t o the scientific an d technologica l civiliza -
tion of the future' . 

As note d a t th e beginnin g o f thi s chapter , th e ASEA N blo c plu s Chin a 
and Taiwa n are heralded a s the 'emergin g Asia' , replacing Japan a s the rol e 
model fo r th e 21st century. Yet , if the conventional measure s o f market s ar e 
used, the y jointly represen t les s than hal f th e siz e of Japan i n term s o f GD P 
and les s than one-thir d th e size of the United States . When relate d t o differ -
ent purchasin g power s th e stor y is , however , ver y different . Accordin g t o 
bankers J  P Morgan (Heath , 1995) , the tota l GDP o f emerging Asi a fo r 199 4 
was US$6. 7 trillio n compare d t o America' s US$6.7 4 trillio n an d Japan' s 
US$2.67 trillion. 

The members o f emerging Asia have pursued a  policy of reliance on each 
other wher e possibl e rathe r tha n dependenc y o n th e traditiona l mega-mar -
kets of Eas t and West . In 199 4 more than 35 % of imports i n the region wer e 
from a  fello w Asia n countr y (excludin g Japan ) an d cross-borde r Asia n in -
vestment from th e NIEs is four time s that of Japan and 1 0 times that of Japan 
in China. Japan has suffered fro m th e effect o f the rising Yen 'super endaka' , 
as i t i s known . Risin g cost s hav e force d Japanes e companie s t o mov e off -
shore an d hav e le d t o a  'hollowin g out ' o f Japanes e industry . Firm s whic h 
have relocated include Toshiba, Aiwa, Hitachi, NEC and Toyota . This in tur n 
has le d t o a n increas e i n Japanese investmen t t o Southeast Asia , China an d 
Hong Kong . Asia n countrie s hav e als o benefite d fro m th e appreciatio n o f 
the Yen giving increased acces s to the Japanese market . In 1990 , Hong Kon g 
exports to Japan grew by 3.3%, in 1992 by 17.5% and in 1994 by 21.1% . 

As Japanes e dominanc e i n Asi a diminishe s s o emergin g Asi a wil l be -
come a  rea l force , an d Hon g Kon g wil l ye t agai n fac e th e challeng e o f 
change — a challenge i t is well qualified t o meet . 

Threats an d Opportunitie s 

Change as a Frien d 

Volatility ha s been a  significan t facto r i n the recen t economi c developmen t 
of Hon g Kong . Average GD P growt h rate s o f 8 % since th e 1960 s concea l a 
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pattern o f turbulence . Thi s i s illustrated i n Figure 1. 2 fo r th e 30-yea r perio d 
from 196 2 to 1992 , and demonstrate s th e sensitivit y o f a  smal l econom y i n 
which hom e deman d i s almos t irrelevan t an d externa l factor s hav e shoc k 
effects. I n orde r t o secur e th e Hon g Kon g econom y agains t suc h swings , 
positive effort s wer e mad e i n th e 1980 s to develo p a  stronge r internationa l 
structure (unlik e other s i n Asia) . Thi s ma y als o b e viewe d a s a n effor t t o 
obtain not only economic but political independence fro m China . 

GDP rea l growt h rat e 

18% 
Hampered 

Depressed b Y strengt h 
of th e U S 
dollar 

Shocked 
by th e 
political 
turmoils i n 
China 

Source: Booz-Allen & Hamilton analysis, Government statistics. 

Figure 1. 2 A  Resilien t Hon g Kon g Econom y 

The manufacturing an d industria l sector s in Hong Kong have also face d 
many challenges . Wit h th e risin g cost s o f lan d an d labou r the y hav e 
outsourced muc h o f thei r productio n no t onl y t o Chin a bu t t o Thailand , 
Indonesia, th e Philippines an d increasingl y Vietna m (Redding , 1994) . Hon g 
Kong has been reluctan t t o compete agains t it s more developed Asia n com -
petitors i n area s o f high-technolog y manufacturing . Rathe r i t ha s retaine d 
its flexible an d low-cos t manufacturin g b y outsourcing . There has also bee n 
a consequen t shif t t o servicing as the major economi c secto r with an empha -
sis on the supply o f human expertis e in management an d development . 

Internationalization ha s als o le d man y multinational s t o establis h re -
gional headquarter s i n Hong Kon g with a n increase from 17 4 in 198 0 to 602 
in 1991 . These companie s hav e brough t wit h the m internationa l busines s 
practices whic h hav e helpe d t o reshape th e business cultur e i n Hon g Kon g 
and create d a  mor e ope n society . The y hav e als o take n advantag e o f th e 
communications infrastructur e t o develo p strategi c I T application s whic h 
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are no w commonplac e i n th e workin g environmen t i n al l sector s o f indus -
try an d commerce . Suc h application s hav e take n longe r t o impac t o n th e 
public secto r bu t th e governmen t ha s give n priorit y t o I T development s 
within it s own department s an d thes e ar e no w extendin g throug h th e pub -
lic sector into areas such as healthcare, police and education . 

The Rol e of Informatio n Technolog y 

The developmen t o f a  soun d I T infrastructur e i s accepte d a s vita l fo r na -
tional economi c progres s i n th e 21s t century . Wit h th e exceptio n o f EDI , 
Hong Kon g ha s on e o f th e mos t advance d system s o f telecommunication s 
in place . A s such , man y companie s emplo y th e mos t sophisticate d I T t o 
provide on-lin e facilitie s fo r th e whol e population . Thi s range s throug h 
telephone banking systems, computer inpu t terminals for betting, smartcard s 
for a  range o f services and extende d privat e EDI systems. As a result, i t also 
has anothe r advantag e an d tha t i s a  highl y qualifie d an d service-oriente d 
labour force . I t has bee n suggeste d tha t th e vas t undertakin g o f th e Thre e 
Golden Projects ' i n Chin a present s problem s whic h ar e onl y 30 % techno -
logical an d 70 % human factor s (IT  Magazine,  Septembe r 1994) . Hong Kon g 
is well placed t o supply tha t expertise and a s the major investo r i n China, i s 
already full y awar e o f thei r interdependenc e vi a a  successfu l an d rapi d 
transition o f China t o a market-oriented model . 

The lac k o f a n effectiv e I T infrastructur e i n Chin a i s bein g addresse d 
with massiv e internationa l investmen t i n th e drive fo r informatization . Th e 
estimate i s US$5 5 trillio n —  or , thre e year s o f th e world' s GN P (Window 
Magazine, 4  November 1994) . This i s obviously to o grea t a  commitmen t o f 
the world' s investmen t eve n wit h substantia l guarantee s fro m th e Chines e 
government an d wil l have t o be scale d dow n substantially . Informatizatio n 
may therefor e b e significantly slowe r than expectations . Experience in othe r 
NICs shows tha t countries ca n rapidly leapfro g stage s of IT growth particu -
larly whe n the y ca n redesig n th e whol e societa l infrastructur e t o tak e 
advantage o f suc h radica l change . Normall y developin g countrie s woul d 
seek t o improve basi c need s suc h a s housing , foo d an d transportatio n firs t 
and onl y afte r tha t embar k o n mor e ambitiou s project s suc h a s computeri -
zation. 

In China , however , th e governmen t ha s recognize d tha t provisio n o f 
basic need s wil l hav e t o mov e i n paralle l wit h th e developmen t o f I T (IT 
Magazine, Septembe r 1994) . For China' s industr y t o develo p ther e ar e tw o 
main problem s which must firs t b e solved: people and resistanc e to change , 
which ar e interrelated. There is a great lack of people in China wit h both I T 
and busines s skill s an d a  nee d fo r peopl e wh o ca n transfe r thei r I T skill s 
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into busines s strategies . Th e Ministr y o f Electronic s Industr y ha s publicl y 
declared tha t ther e i s a  nee d fo r peopl e wit h busines s proces s re-engineer -
ing skill s to help users chang e working habit s tha t ar e no longer efficien t o r 
effective i n a  moder n Chines e economy . Hon g Kon g peopl e hav e thes e 
skills an d considerabl e experienc e o f busines s chang e an d sharin g a  com -
mon cultur e an d th e abilit y t o overcom e languag e barrier s make s the m 
ideally place d t o spearhea d th e I T revolution . Chines e workers , however , 
fear th e unemployment tha t could resul t from large-scal e automation, whil e 
Chinese manager s ar e reluctan t t o shar e thei r power . Fo r th e latter , infor -
mation i s a personal asse t rathe r tha n a  shared resource . The government i s 
also awar e o f th e problem s whic h rapi d informatizatio n ma y carr y wit h i t 
and i s attempting t o manage controlle d change . This could be said t o be th e 
new 'cultura l revolution ' althoug h hopefully a  peaceful one . 

Turning Challeng e int o Opportunit y 

The World Bank' s (1994) study o f economic growth an d publi c policy in th e 
miracle economie s o f Eas t Asia propose d fou r ke y element s a s the basis fo r 
their success : 
1. macroeconomi c stability ; 
2. huma n capita l formation ; 
3. opennes s to international trade ; 
4. a n environment encouragin g private investment an d competition . 

However, o n close r examinatio n o f thes e factor s Hon g Kon g ha s sur -
vived a  highl y volatil e econom y an d ther e i s n o polic y o f governmen t 
intervention eithe r t o stabiliz e th e econom y o r t o subsidiz e th e develop -
ment o f certai n critica l industries . ED I i s a  cas e i n poin t wher e th e lac k o f 
government interventio n ha s seriousl y inhibite d developmen t o f a  publi c 
highway (se e Chapter 4  for a n explanatio n o f th e privat e secto r EDI) . There 
has been a  large investment i n education but there is also an annual outflo w 
of professiona l talen t an d hig h wage s demande d b y skille d labou r hav e 
threatened th e competitiveness o f Hong Kong products (Bur n and Ma, 1990). 
Nevertheless, Hong Kon g has no t onl y survived bu t thrived . Hon g Kon g i s 
the mos t internationa l o f al l Asia n countrie s an d perhap s on e o f th e fe w 
truly internationa l citie s o f th e world . I t i s als o highl y competitiv e wit h a 
society strongl y motivate d t o succeed an d unafrai d t o invest capita l i n ne w 
enterprises o r ne w opportunitie s suc h a s thos e whic h Chin a presents . Th e 
Asia Pacifi c regio n a s a  whol e i s undergoin g enormou s chang e an d Hon g 
Kong may be better prepared t o cope with thi s than any of its competitors . 

The challeng e fo r Hon g Kon g i s apparen t an d th e followin g chapter s 
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will discus s i n greate r detai l som e o f th e issue s briefl y highlighte d here . 
Section 2  wil l examin e way s i n whic h Hon g Kon g i s tryin g t o leapfro g 
stages o f I T growt h throug h th e applicatio n o f mor e productiv e method s 
and th e developmen t o f strategi c systems . Finally , i n Sectio n 3  w e tak e a 
closer loo k a t som e application s whic h ar e highl y dependen t o n effectiv e 
application o f I T and provid e leading-edg e service . A numbe r o f chapter s 
provide comparativ e studie s wit h othe r Asia n countrie s t o emphasiz e th e 
significant cultura l difference s whic h ca n exis t eve n i n a  societ y whic h ca n 
be identified a s 'Confucian ' an d th e impac t tha t ma y hav e o n globalizatio n 
in the next century . 
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Section 2 

Practices, Problems and Productivity i 

in Hong Kon g 
i { 

1 I 
[ I 

'l A n overvie w o f th e socia l an d economi c fabri c whic h make s u p th e dy -
namic Eas t Asi a regio n wa s presente d i n th e previou s section , an d Hon g i 

Kong wa s identifie d a s a n internationa l busines s hu b an d a  gatewa y fo r 
China trad e an d investment . Thi s sectio n provide s a  more detaile d loo k a t 
some o f th e practices an d problem s associate d wit h th e productive us e of 
information technolog y in Hong Kong . 

The firs t tw o chapter s i n thi s sectio n wer e contribute d b y the team o f 
Eugenia Ty e and Patric k Chau . Chapte r 5  flashes ou t som e o f th e genera l l 

themes mentione d i n Section 1  to provide the reader wit h a  sharper pictur e 
of th e exten t t o which businesse s mak e us e of compute r system s i n Hon g 
Kong. Give n th e extensive telecommunication s infrastructur e discusse d i n 
Chapters 3  an d 4 , i t i s perhap s a  bi t disappointin g tha t computer-base d 

1 informatio n system s have not added mor e business value to the Hong Kon g 
economy. 

Chapter 6  hints a t perhaps th e largest bottlenec k t o realizing th e tech -
nology potential . Like other rapidl y developin g economies , Hong Kon g has 
experienced it s shar e o f huma n resourc e shortages . Th e situatio n ha s be-
come particularl y acut e withi n th e IT field a s a  resul t o f th e politica l an d 
economic uncertaintie s relate d t o the change o f sovereignt y i n 1997 . Large 
numbers o f IT specialists emigrate d fro m Hon g Kon g in the late 1980 s and 
early 1990s . Meanwhile, many private businesses wanted t o maximize prof -
its in the years leading up to the handover, and therefore hav e been reluctan t 
to make longer-term investments , such as training new staff. In this chapter, j 
Tye an d Cha u identif y th e critica l skill s require d i n th e I T fiel d an d th e 
training programme s provide d b y the public sector , an d profil e th e caree r 
prospects and job expectations of those in the IT field. \ 

Chapters 7  an d 8  addres s th e issu e o f ho w I T application s i n Hon g 
Kong ca n be mor e effectivel y developed . I n Chapte r 7 , Lee and Schmid t j 
discuss both micro - and macro-level interventions to boost the productivity | 



of application s development . The y als o repor t tha t i t i s th e macro-leve l 
methods, reforming th e entire development life-cycle , that have significantl y 
raised productivity . 

In Chapte r 8 , Karim i an d Cha n presen t a  surve y o f Compute r Aide d 
Software Engineerin g i n Hon g Kong . They not e tha t onl y a  smal l minorit y 
of Hong Kong firms ar e using CASE tools and tha t the overall CASE marke t 
is stil l a t a n immatur e stage . However , the y hav e provide d a  soli d roa d 
map fo r Hon g Kon g manager s wh o wan t t o use CAS E tools , by identifyin g 
the potentia l benefit s o f thes e tool s an d als o offerin g constructiv e idea s fo r 
overcoming severa l different type s of implementation obstacles . 

Chapter 9  consider s th e busines s proces s re-engineerin g phenomeno n 
in th e Hon g Kon g context . Martinson s discusse s th e potentia l rol e o f I T a s 
an enable r fo r radica l proces s redesigns . H e present s tw o cas e studies , o f a 
bank an d th e Immigration Department , t o demonstrat e tha t re-engineerin g 
can be successfully applie d i n both the private and publi c sectors. However , 
he suggest s tha t th e predominan t Confucia n cultur e limit s the applicabilit y 
of radical initiatives, like re-engineering, in East Asia . 



Section 3 

Strategic Application and 

Exploitation of IT in Hong Kong 

Section 2 looked a t IT applications in Hong Kong from a  macro perspective , 
but i t ende d wit h a  previe w o f th e wa y tw o organization s hav e imple -
mented busines s proces s re-engineering . I n Sectio n 3 , we continu e t o us e > 
our microscop e t o conside r th e wa y informatio n technolog y i s bein g ap -
plied a t th e organizationa l level . Th e particula r organization s selecte d ar e 
all critically dependent o n IT for strategi c advantage an d s o show example s 
of IT in the world today . 

In Chapter 10 , the scene is set as Janice Burn report s o n a  study o f ove r 
200 Hon g Kon g organization s whic h examine s th e exten t t o whic h I T ha s 
been use d strategicall y ove r th e las t si x years . Thi s genera l overvie w sug - f 

gests tha t whil e ther e i s a  clea r movemen t toward s greate r dependenc e o n 
IT, fe w regar d I T as more tha n a  suppor t fo r busines s strategy . The chapte r 
does, however , provid e som e evidenc e t o suppor t th e theor y o f leapfro g 
development usin g IT , with a  discussio n o f th e rol e o f I T in th e establish -
ment o f stoc k exchange s i n Chin a ( a ver y recen t phenomenon ) an d 
throughout Eas t Asia. The application o f IT in the development o f the Hong t 

Kong Stock Exchange provides an interesting contrast , suggesting tha t early ' 
IT investment ca n be an inhibitor o f future innovation . 

Chapter 1 1 an d th e fou r followin g chapter s al l describ e specifi c cas e ( 
studies of successfu l I T innovation i n Hong Kong organizations. Chapter 1 1 
looks a t the HongkongBank whic h ha s sustained a  high leve l of investmen t 
in IT in order t o maintain it s industry leadershi p position , not only in Hon g 
Kong bu t throughou t th e world . I n thi s chapter , Mari s Martinson s applie s 
the competitiv e strateg y model s develope d b y Michae l Porte r t o examin e 
Hexagon —  a  globa l electroni c bankin g system . Thi s syste m benefit s bot h 
the ban k an d it s cus tomer s b y effectivel y leveragin g man y o f 
HongkongBank's traditiona l strengths . 

By contrast , Chapte r 12 , authore d b y Stev e Elliott , look s a t th e othe r 
side o f bankin g i n Hon g Kong . H e examine s th e strategi c us e o f I T whic h 



the smalle r loca l bank s hav e use d t o remai n competitiv e i n a n industr y 
which is dominated by three major player s — the HongkongBank, the Stand-
ard &  Chartered Bank , an d th e Ban k o f Chin a group . Her e th e discussio n 
centres o n th e collaborativ e us e o f I T as a  collectiv e strategi c weapon —  a n 
example whic h ma y b e applicabl e t o man y smalle r organization s unde r 
threat from large r competitors . 

In Chapter 13 , Claudia Loebbeck e an d Rober t Blannin g conside r on e of 
the favourite leisur e pursuits o f Hong Kong society — horse racing. Despit e 
the fact tha t the Hong Kon g Jockey Club has a  monopoly o n legal gamblin g 
in th e territory , i t ha s worke d ver y har d t o develo p an d implemen t a n 
innovative, secure and reliabl e computer-based syste m for administering al l 
betting activities . This has le d the m int o area s o f I T innovation whic h offe r 
opportunities outsid e th e field o f horse racing , with sophisticate d custome r 
input terminal s whic h ca n b e applie d t o severa l othe r industries , an d 
smartcards which may challenge the other service industries, allowing good s 
and service s outside betting t o be obtained, an d i n the long term a  situatio n 
where they may even challenge the banking community . 

Sophisticated inpu t device s ar e als o th e them e i n Chapte r 14 , wher e 
Janice Bur n examine s on e o f th e world' s larges t smartcar d projects , unde r 
development b y a  Hon g Kon g transpor t consortium . Creativ e Sta r i s a 
contactless car d syste m whic h wil l com e int o ful l operatio n i n 1997 . Th e 
impacts o n participatin g organization s an d o n Hon g Kon g societ y ar e re -
viewed usin g Venkatraman' s mode l o f busines s transformation . Th e 
implications ar e also examined i n th e contex t o f propose d development s i n 
China. 

Finally, Chapte r 1 5 presents a n overvie w o f on e o f Hon g Kong' s mos t 
successful industrie s — the container termina l operators. Hong Kong boast s 
the busies t containe r por t i n th e world , bu t i n on e o f th e smalles t physica l 
areas. Janice Burn an d Colone l Szeto look a t the industry a s a whole befor e 
examining the strategic use of IT by the container por t operator s t o facilitat e 
operations an d gai n competitiv e advantage . Thes e companie s als o hav e 
global expansio n programme s an d the y us e I T to sel l thei r service s a s por t 
managers, with management o f the UK's largest port already secured . 
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