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SCMP Article
The missing link in economic relations
The media and other observers in Hong Kong closely follow the ups and downs in economic relations between mainland China and the United States, for obvious reasons. We want to know what the impact on Hong Kong will be. We ask how our economy will be affected, and how our locally based companies will do - on both sides of the border. But there is another part of the story we are probably missing. 

The local media has paid close attention to the Strategic Economic Dialogue (SED) between China and the US. That is a high-profile gathering at least partly intended to convince the US Congress that the Bush administration's policy on the economic relationship with the mainland is bringing results. The lawmakers are threatening to impose tariffs on goods imported from countries using currency manipulation. 

Two rounds of SED talks were held, in December and May, involving heavyweight meetings between top officials like Vice-Premier Wu Yi and US Treasury Secretary Henry Paulson. Hong Kong certainly paid attention to the discussions on intellectual property and yuan revaluation, among other issues. 

There is a lot at stake for Hong Kong here. Lobbyists for US manufacturers and unions appear to be winning the argument for serious, short-term action against China's trade surplus. But tariffs would damage the Hong Kong economy. They would reduce demand for our trade-related services and, of course, hurt many companies on the mainland. Such action could also lead to broader conflicts over trade in other places, leading to greater protectionism around the world. 

Hongkongers have also taken a lot of interest in Beijing's new corporate tax system, announced after the first round of the SED. The new laws scrap tax breaks and other privileges for foreign-invested exporters. More recent measures are aimed especially at lower-value manufacturers. The aim is to dampen exports of cheap goods, and that has hit some Hong Kong-owned mainland factories, which is obviously a big story here. 

Following the first SED meeting, Beijing announced measures to tighten legal protection for intellectual property and improve market access in financial services. Again, this was something Hong Kong followed because some local companies, like banks, have been among the first to take advantage of these measures. 

Sometimes, Beijing's moves to open markets do not help Hong Kong companies much. In my own industry, insurance, many local institutions cannot take advantage of these measures because they do not qualify on grounds of the size of their worldwide business. Such restrictions open doors for major multinational corporations but not smaller, regional players. This is something we have to live with: these restrictions apply to all companies in the industry, wherever they come from. 

But strangely, our media gave this less coverage than the other changes. Possibly they thought there was no local angle. That assumption, however, is not true. Even if our local companies do not benefit, Hong Kong as a whole can. In the insurance industry, for example, new entrants from the US or Europe will want skilled workers - people with world-class general skills like human resources management, and industry-specific expertise like actuarial skills. 

Ideally, these people will also know Chinese and have a good understanding of the mainland as a business environment and market. Where can you find such people? The answer, of course, is Hong Kong. 

This is the part of the story we are missing. We often forget that overseas companies moving into the mainland offer a growing range of opportunities for the Hong Kong workforce. For recent graduates and other people aiming at developing a career in management, it is one of the biggest stories in town.

