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Hong Kong, Information and the Structure of Business 





For Hong Kong, an island-economy dependent upon its competitiveness as a world financial and trading centre, and as an entrepot to China, the challenge of information technologies is particularly intriguing.





On the one hand, Hong Kong is dependent upon the excellence of its communications - road, rail, sea, air and telecommunications - to remain the favoured location for the regional headquarters and offices of multinational companies in Southeast Asia. According to a survey by the Industry Department in 1994� there are over 7,000 overseas companies operating in Hong Kong,� and of  the 2,993 who returned questionnaires, over 90 per cent gave the two primary reasons for choosing Hong Kong as the excellence of banking and financial facilities, and infrastructure. Globally, the banking and financial sectors are among the leading adopters and users of information technologies, and given that Hong Kong’s latitude provides it access to the world’s leading financial markets throughout the day  - 12 hours ahead of New York, 8 hours ahead of London, 1 hour behind Tokyo - online information markets are in constant use.





On the other hand, the great majority of Hong Kong’s 300,000 registered businesses� are small and medium-sized enterprises, employing less than 200 staff, and usually fewer than ten. Over 60 per cent of Hong Kong’s value-added output is generated by these companies. The traditional Chinese family business is not a user of high technology. On the contrary, the traditional practice is to keep information in the hands of a small family circle,� so even the holding of bank accounts is a fairly recent phenomenon. A strong characteristic of local Hong Kong business is what Enright, Scott and Dodwell� call ‘hustle strategies’ which ‘are aimed at beating the competitors to the punch by recognizing new trends more quickly, and capturing a high margin of profit by being first to respond, but then moving on quickly in response to new developments.’ Less like Taiwan, where local business people are frequently entrepreneurs who have risked fixed and sunk capital in mid-range technologies, Hong Kong businesses rely heavily upon feeding off contracts and sub-contracts along market value-chains. These minimize risk because manufacturing, assembly, packaging and freighting is done to order. Hong Kong businesses react with amazing flexibility and speed to changing market circumstances, shifting manufacturing to low-cost locations, especially southern China, or shifting geographical markets or shifting up the product value-chain.� The upside of such flexibility is that the long-run costs associated with change are minimized, but the downside is a lack of investment - and learning - in technologies which may be a necessary part of the future. 





 The information technologies which have proved most popular are mobile telephones, pagers and facsimile machines, all adaptable technologies and with no Chinese-language software problems to be solved. So the Hong Kong market is rather stretched between high-end demand for sophisticated information and medium and high-speed data transmission and processing, and low-end demand for flexible and inexpensive voice and image transmissions, and value-added services such as voicemail, voice recognition systems, call-forwarding, and so on.





The intriguing challenge for Hong Kong is how it develops the use of middle range information technologies, such as information services, inter-active consumer services, and perhaps most important of all, business applications of these technologies - for instance, the design of software such as speech-recognition and language-translation applications, the manufacture of components such as terminals for mobile data or Internet roaming, or the marketing of transactions technologies. Hong Kong shares with Singapore, South Korea and Taiwan the need to develop both a production and usage capability in this intermediate range of information technologies, as a way to accomplish the transition to a higher level of value-added production in its manufacturing and service industries. Since the return of  Hong Kong to mainland Chinese sovereignty on 1st July 1997, there has been added urgency within Hong Kong to tackle the challenges of the transition because multinational capital can leave Hong Kong as easily as it came, and only the sound underpinning of a productive economy will guarantee a stable economic future. However, if  Hong Kong proves capable of managing the transition smoothly - at this stage numerous issues, including political reform, economic stability and demographic changes remain to be handled - then the territory may enjoy less uncertainty in the future than the other three dragons, South Korea, Singapore and Taiwan, each with their own geo-political difficulties to cope with.





Regional comparisons�


Each of the dragon economies faces the problems of the transition, and each is tackling it in their different way. In Asia, only Japan overshadows them in the scale of infrastructure, and up to the present the approaches of Singapore, South Korea and Taiwan have more similarity to the Japanese approach than does the ‘positive non-intervention’ which characterizes Hong Kong’s philosophy.� 





Singapore


In Singapore planning is definitive. Under the IT2000 project, Singapore is to become the Intelligent Island by the end of the decade. The National Computer Board’s National Information Infrastructure (NII), part of IT2000, is designed to establish an island-wide computer network. The Economic Development Board (EDB) is promoting the telecommunications sector - equipment and components, facilities and services - as a leading sector for the island’s economic growth, while the National Technology Plan of the National Science and Technology Board (NSTB) is promoting technology parks for research and development in the telecommunications industry. Singapore Telecom (ST), the partially privatized state-controlled monopoly PSTN operator, is installing broadband ISDN networks for these parks and around the island, to carry simultaneous transmissions of voice, data and moving image - including cable TV which is to be supplied by the Singapore Broadcasting Corporation. 





ST is also involved with Singapore Network Services (SNS) in providing an EDI system which the government requires the Port Authority and all companies dealing with government for trade documentation purposes to use. ST is also required to provide a Teleview� (videotex) service to promote the use of electronic information in the schools and in the home. Ahead of Hong Kong, Singapore was able to provide ISDN on demand to all customers, and is now pushing ahead with a Fibre-to-the-Home (FTTH) project. Broadband ISDN trials are also underway. 





The most recent initiative is Singapore ONE, intended to be an island-wide broadband backbone operated by 1-Net Singapore Pte Ltd in which Singapore CableVision and Singapore Telecom each hold 30 per cent, Cyberway and Pacific Internet, Singapore’s two Internet providers, hold 15 per cent and the Telecommunications Authority of Singapore (TAS) which is the policy-making body and regulator, holds the remaining 10 per cent. It is designed as a high-speed multi-media network serving corporations, government bodies and schools and up to 800,000 homes. 1-Net is a carriers’ carrier and is not licensed to retail public services. 1-Net will link with Cable and Telecom to provide ATM switched services and ADSL to 99 per cent of all homes and offices by the end of 1997. (For details, see http//www.ncb.gov.sg)





Singapore’s policy-driven approach to the NII has given it a jump start over Hong Kong in terms of infrastructure build-out, for example in the availability of ISDN and EDI, although Hong Kong is now pretty much neck-and-neck on ISDN having let the market take the lead. Where Singapore may be less successful is in the promotion and control of online content. Initiatives like Teleview are quickly outpaced by developments on the World Wide Web and most people prefer the choice to access what they like from where they like using ordinary computer-modems. In recognition of the problems of imposing choice upon a market even Singapore has now back-peddled on its control of the Internet. The Singapore Broadcasting Authority (SBA) introduced a new law which “spells out in graphic detail what constitutes pornography and lifts a ban on sites that are antigovernment, leaving existing laws to handle cases of sedition.” (Asian Wall Street Journal, 23 October 1997, p.1). Service providers need no longer police sites themselves, but they are required to block those identified by the SBA.





In one area Singapore has temporarily jumped ahead of Hong Kong. During the WTO talks on the Basic Agreement on Telecommunications, Singapore announced it was bringing forward the opening of international telecommunications to the year 2001, five years earlier than the official term of Hongkong Telecom International’s exclusive licence on gateway facilities and real time voice telephony.� Singapore will issue two licences for fixed wireline services in both the domestic and international markets. In addition Singapore has awarded two cellular mobile licences and four paging licences. 





South Korea


South Korea follows Japan in distinguishing between basic and value-added carriers. In South Korea, Network Service Providers (NSPs) are divided into General Services Providers (GSPs) who can operate national networks - Korea Telecom operates the PSTN -  and Special Service Providers (SSPs) who are only allowed to operate special services in particular locations, such as the Korean Port Telephone (KPT) and various paging companies restricted to their regions. Value-Added Service Providers (VPSs), offering e-mail, EDI, online information services, and so on, operate in a liberalized market, and their numbers have risen rapidly in recent years. The ITU estimated 290,000 Internet sites in 1995, and estimates of users put the figure at 500,000 in 1996. South Korea has been under pressure from US trade negotiators to open its markets, and in addition to VANS has also opened its IVANS  - international value added networks services - markets. Among the VANS suppliers is DACOM (Data Communications Corporation), originally the national data communications subsidiary of Korea Telecom (KT). DACOM now offers nationwide videotex, and also competes head-on with KT for international traffic. In addition, there are two competing national cellular mobile telephone companies, SK Telecom and Shinsegi, both using CDMA technology and both have agreements with Japan’s telecoms companies to start roaming before the 2002 World Cup. 





The state remains highly involved in the informatization of South Korea’s national economy. A key component of  South Korea’s strategy is the National Basic Information Systems (NBIS) project begun in 1987, which is similar in aim to Singapore’s National Information Infrastructure under its IT2000 project. Various initiatives are being undertaken to stimulate the use of PCs and the demand for online information. Part of NBIS is the Government Administration Information System (GAIS) which provides online databases offering government information across a range of departments. The Ministry of Communications aims at a PC in every household by 2000, and is planning to distribute up to 3 million PCs free. And not to be outdone by Japan, the Ministry is planning South Korea’s own version of the Information SuperHighway, a national optical fibre network to be financed out of the sales of Korea Telecom shares.





Taiwan


In Taiwan the PSTN remains under the state monopoly of the Director-General of Telecommunications, or DGT, as part of the Ministry of Transport and Communications (MOTC), but in January 1996, after many years of debate and several false starts, the Legislative Yuan agreed in January 1996 to the partial privatization of Chungwa Telecom, as the DGT’s operating arm is now known. The plan is to restructure the industry along the lines of the Japanese model. The Telecommunications Modernization Plan approved by the Executive Yuan in 1984, and the recommendations of the Council for Economic Planning and Development (CEPD) in 1986, set the stage for Taiwan’s strategic thinking for the sector’s reform and role in the informatization of the economy. Plans for a national highway and submarine optical fibre network are built into the 11th Four Year Plan (1994-1998), but funds for the project, which form part of the state budget, are vulnerable to periodic cutbacks.





In line with the WTO’s BAT - although Taiwan is not recognized as a signatory - the government in Taipei announced lifting the ceiling on foreign direct investment in domestic telecommunications companies from 20 per cent to 50 per cent. In January eight licences were also announced for regional and nationwide cellular mobile services. These shifts towards a more liberal regulations and an open market forms part of Taiwan’s vision to become an Asia-Pacific Regional Operating Centre (APROC) for Asia-Pacific within 10 years in the areas of manufacturing, sea transport, air transport, finance, telecommunications and media. (For details, see http//www.gio.gov.tw/info/asia-pacific/aproc/challeng.html)








Malaysia


Malaysia started on the road to telecoms liberalization in 1984 with the partial privatization of Telekom Malaysia.� Since then ten licences have been issued for the provision of fixed wireline or cellular mobile telephone services, including three PCN licences, making Malaysia one of the most competitive markets in the region, especially for a country of only 20 million people, many of whom live in rural, and often quite remote, areas. But if Malaysia is a competitive market, in telecoms it is not a very open one. Foreign direct investment in telecoms is capped at 30 per cent in Malaysia’s offer to the WTO, and the approach to regulation and licence-issuing remains opaque. 





But underpinning Malaysia’s approach to telecoms network infrastructure and information technology development is Vision 2020. Vision 2020 runs through a series of national plans and the National Development Policy (NDP). Under Vision 2020 Malaysia aims to achieve 45 telephone mainlines per 100 population by 2005, and achieve overall developed country status by 2020, including Fibre-To-The-Home. Malaysia now plans to fast-track Vision 2020 in the field of IT through the Multimedia Super Corridor, an area of 750 square kilometres stretching south and west of Kuala Lumpur to include the new international airport, and two new cities, Putrajaya and Cyberjaya. The MSC will be exempt from foreign ownership restrictions, and a series of special laws are being passed to guarantee free access to international capital and labour markets, intellectual property rights, and so forth. Malaysia has been making a big effort to attract the world’s leading IT companies to join the MSC planning board and sign on. Prominent among them is NTT, a partner in Cyberview, the consortium formed to build Cyberjaya. (For details, see http//www.msc.com.my)





Thailand


The following four headlines serve to spell out Thailand’s problems: ‘Thailand redrafts its Telecom Plan’ (Telecom Asia, October 1995), ‘Thailand to try again on Telecom Plan’ (Asian Wall Street Journal, 28 January 1997), ‘New master plan for Thai telecoms’ (Asia-Pacific Telecommunications, April 1997), ‘Bangkok backs off telecom sell-off’ (Financial Times, 5 November 1997) - a never ending policy limbo due to a lack of stable government. In fact Thai governments have managed to introduce a degree of flexibility into a Constitution which prohibits foreign ownership of national utilities such as telecoms, by allowing Build-Transfer-Operate or BTO arrangements. Thai companies in joint ventures with foreign companies can enter BTO agreements with either the domestic carrier, the Telephone Organization of Thailand (TOT), or the international carrier, the Communications Authority of Thailand (CAT). While only the TOT offers BTOs for domestic fixed wireline - one in Bangkok and one outside Bangkok - confusingly both organizations can offer BTOs for domestic radio-based communications, such as cellular and paging, as can the Posts and Telegraph Department (PTD). 





Numerous foreign telecom companies have formed joint ventures on this basis, but Thailand’s offer to the WTO does not extend beyond 20 per cent foreign ownership, actually less than the 40 per cent currently permitted. Thailand recognized the need to develop more than a basic network when it established a National Information Technology Committee (NITC) in 1992 and opened a teleport next to the Intelsat earth station at Laem Chavang close to the Eastern Seaboard industrial development project. The NITC along with the National Electronics and Computer Technology Centre has oversight of IT2000, a vision plan which rather unrealistically sees Thailand’s transition to an information economy as but a short step away. (For details, see http//www.nitc.go.th/ - if you can get a response from the NITC web server!). The recent crisis in Thailand’s economic and financial systems have had a devastating effect upon telecom operators and for the moment Thailand’s transformation into the information age seems stalled.


 


Summary


In four of the five cases above, Malaysia, Singapore, South Korea and Taiwan, the state has taken a pro-active role in the building of the information infrastructure, in the stimulation of research and development in the equipment and components industry, and in the promotion of an IT culture in the small business and the residential markets. Large investments are involved, with returns upon them uncertain. The state has been most in evidence in the three dragons, in contrast to Hong Kong, but for different geo-political and economic reasons in each case. In the case of Malaysia, the state is dominant as an arbiter of who gets licences to operate and who does not, who gets awarded major development contracts, and so on, and in most cases close ties to UMNO, the Malay ruling party, essential. Money-politics is one factor, but another is what we may call a ‘redistributive developmental ideology’ which sustains UMNO, the ‘vision’ embedded in the National Development Plan (and the National Economic Plan before it) which aims to raise the standards of the indigenous ethnic-Malay population. Thailand is an anomaly in the sense that the state is frequently paralyzed by shifts in political party allegiances and changes of government, so consistent and sustained policy-making becomes almost impossible. 





What all these economies do have in common is, first, a vision which commits them to develop an IT infrastructure and IT applications; second, an export-oriented economic growth policy which renders each of them open to the process of business globalization, a process closely associated with requirements for high-capacity telecommunications; and third, an increasingly open telecommunications environment. This third point partially  answers an underlying problem -  how to finance the bandwidth that is necessary to move into the digital and multimedia age? Increasingly, it is competition-led, and that represents a change from the supply-driven strategies of the past. In that sense, something of a convergence is beginning to take place between the approach of these economies, as they revise their previous emphasis on state-led developments in telecoms, media and major IT projects, and the approach of Hong Kong� which has been following a traditional commitment to demand-side market-led development. 





Information Infrastructure in Hong Kong 


Apart from local area networks used internally by government, the development of Hong Kong’s information technology infrastructure has been left almost entirely to the private sector. Hong Kong Telecom’s public switched telecommunications network (PSTN) forms its core because the Telephone Ordinance gives the Hong Kong Telephone Company (HKTC) -  a subsidiary of HKT - the right to build across public land, such as public highways. Competition was introduced from 1995 when four Fixed Telecommunications Network Service (FTNS) licences were awarded, one to HKTC and three to new entrants, Hutchison Telecom (Hutchison Whampao), New T&T (Wharf Holdings) and New World Telephone (New World Group). Companies wishing to operate either their own private networks or offer telecommunications services to the public, such as international callback or mobile cellphone or paging or Internet e-mail, must lease their circuits from one of the four FTNS licencees, but there are basically no restrictions on the private use of networks, including international self-provisioning - except that simple resale is not yet permitted. There are also no restrictions on the provision of information services - for example, there are currently over 100 Internet service providers in Hong Kong - although information service providers (ISPs) who provide e-mail services are deemed to provide ‘a means of telecommunications’ and are required to buy, over the counter, a Public Non-Exclusive Telecommunications Service (PNETS) licence and pay an interconnection fee to the FTNS operator - in practice, to HKTC. �  The same applies to mobile radio telecommunications operators.





Cellular mobile telephony has been open to competition since it began in 1985. There are currently four operators (CSL, a subsidiary of HKT, Hutchison, Pacific Link and Smartone) offering four digital and three analogue services, and six Personal Communications Network (PCN) operators have begun service since 1997. The effect of market liberalization in the mobile has been marked. Demand outstripped supply even after the introduction of Smartone in 1993 forcing the regulator, the director-general of the Office of the Telecommunications Authority (OFTA)�  to demand a reduction in handset prices. However, since the introduction of six PCN competitors both handset prices and airtime charges have fallen substantially. Elsewhere I have estimated that since 1995 the benefits to consumers average around HK$5,000 (Yen 78,125) on handsets and HK$200 (Yen 3,125) on monthly airtime charges.� By the end of August 1997 Hong Kong had 1.7 million cellphone and PCN subscribers from a population of 6.3 million, a 27 per cent penetration, up 40 per cent from January. A small fraction of this is substitution as pager subscribers fell by 6 per cent over the same period, down to just over 1 million. 





A noteworthy point is that OFTA’s declared policy is to issue as many radio-telecommunications licences as the market will bear, subject to spectrum availability. By maximizing entry and maintaining a liberal attitude towards exit through acquisitions and mergers, OFTA hopes to encourage competition to stimulate growth, and leave market forces to determine the balance between demand and supply, and the adoption of technology standards. OFTA has indicated that a similar attitude will be adopted towards fixed wireline operators, and has prepared the ground by requiring ducts be built with additional capacity. Interconnection has been mandated for FTNS operators, but the commercial details left to the operators themselves. Number portability has also been mandated for FTNS operators and the numbering system taken into public ownership. OFTA is considering the same for mobile operators, and has signalled a future regime under which class licences will be issued, leaving the choice mix of wireline and wireless to each licencee. In taking these steps, Hong Kong’s regulatory body has developed a model for other Asian economies to follow.





Similarly, OFTA has promoted a competitive market in the only remaining area of monopoly in Hong Kong, the international call market. Callback of international voice telephone is leading the way. Within the industry it is estimated that callback currently accounts for around 30 per cent of international traffic. Callback was declared legal by the OFTA and introduces an element of competition into a market that is otherwise closed to competitive entry. A subsidiary of Hongkong Telecom, Hongkong Telecom International (HKTI) holds the exclusive licence until 2006 to build and operate the international gateway facilities (the switch, the submarine cable and the uplink and downlink satellite circuits) and to carry international PSTN voice traffic.� International value-added network services, IVANS, have also been liberalized and the definition of what constitutes an IVAN - for example, store and forward voice - is being extended. OFTA has recently opened up the market for international virtual private networks (IVPNs) and has now flagged that bi-lateral agreements for international simple resale (ISR) will be welcomed, which would allow resellers to lease international circuits and sell capacity to third parties. ISR will bring about a dramatic change in the international market at a time when data traffic volumes are now outgrowing voice and fax over international circuits. The final phase in these developments will be the premature ending of HKTI’s international gateway exclusivity, although it remains unclear how many new licences will be issued. But what it does signal is the end of a period of large-scale cross-subsidization from international to domestic voice services. In response and anticipation of these changes in revenue-sources, HKT is already steering a path towards new value-added services, led initially by mobile, but looking towards broadband inter-active services to be led by the Video-On-Demand (VOD) service which HKT’s subsidiary, IMS, will launch by the end of 1997.�





So far as the public provision of infrastructure and services is concerned, traditional and advanced services, such as ISDN, ATM switching and frame relay, are highly developed in Hong Kong by world standards, but Hong Kong’s weaknesses are threefold. First, Hong Kong critical mass of multinationals hardly permits the earliest introduction of the latest technologies for data communications. For example, international frame relay has been rather slow to become available, although one constraint is its lack of availability at the other end of the international circuit. Second, Hong Kong is a small territory, and until the mainland China market fully opens for interconnectivity and inter-operability, including the right for multinational and regional companies to operate their own networks across borders, the mass markets will be limited to areas such as cellphones and Internet-related products. Third, Hong Kong is still only slowly engaging with the information society.





Information Society in Hong Kong


Two years ago I wrote in a paper,





	“little effort has been made by government to encourage the use of online 	information. For example, the Government Information Service (GIS), which is the 	primary interface between government and the Hong Kong media, is not online - 	although file transfer is available, and in 1995 the teleprinter service was been 	replaced with a proprietary standard non-interactive online broadcast connection 	to the media, but not the general public  -  and only two government services, laws 	and the and registry, are provided online.”





The ironies of publishing are such that this piece appeared in public about two months ago.� It is completely outdated by events. A check of http://www.info.gov.hk will reveal that just about every government agency is now on the Web. This is a long step forward from 1992 when two principal members of the government’s Information Technology Services Department, which is responsible for promoting civil service efficiency, wrote,





	“...no preferential treatment to the information technology sector 


	has been given. The use of information technology in Hong Kong is 	requirement-driven rather than coordinated and promoted by the 


	Government, apart from promotion through its own consumption.


	Such a stance is welcomed by the community and the IT industry 


	at large.” �





Four years later, nothing could be further from reality. First, the government is taking steps to emphasize the importance of IT in building an information society in Hong Kong. Second, there is a growing debate as to the most effective means for government to play its part. In his inaugural Policy Address on 8th October, the Chief Executive of the Special Administrative Region of Hong Kong (China), Mr Tung Chee-hwa, introduced the subject as follows,





	“To make Hong Kong a leader, not a follower in the information world of 	tomorrow, we need to bring together four things:


	* first, the hardware of high capacity communications systems;


	* second, a common software interface mounted on established 	communications networks, through which individuals, business and 	Government 	can interact easily and securely using their own systems,


	* third, people who know how to use the new technology, and


	* fourth, a cultural environment that stimulates creativity and welcomes 	advances in the use of this technology.”





What is perhaps noticeable in the language is the absence of the term ‘information society.’ This reflects the dominance of advisors with an engineering training and outlook in Hong Kong who see the debate essentially in terms of technology infrastructures and their applications. For example, the stress on education within the Policy Address does not yet go beyond putting more computers into schools and building a dedicated schools’ network which will match the universities network. But IT will start to play its role in schools when the curriculum uses networking as an educational tool, as a means to an end and not as an end in itself, and when the hardware and software become transparent. Yet to reach that stage the educators need educating, and those most able to educate them are the students who are being educated. It will take a further generation to resolve this particular riddle!





But one issue that was signalled was the intention of having a more coordinated approach by government to the issues of convergence of communications and information technologies, a change strongly advocated by, among others, the Hong Kong Consumer Council.� One Bureau Secretary will lead and co-ordinate the work of all those throughout the Government organization involved in information technology and the related areas of broadcasting and telecommunications. This Bureau will also be the responsible for co-ordinating overall information technology development in Hong Kong and will:


first, formulate policies to facilitate the establishment of an open common interface information infrastructure, accessible throughout the SAR;


second, lay down an appropriate regulatory framework to remove obstacles to interconnection between networks, and enhance Hong Kong’s external info-communications links;


third, develop a policy for accelerating the use of IT applications using the common interface in the public and private sector; and


fourth, commission pilot projects that make innovative use of the developing infrastructure.’





After spelling out steps to promote IT education and training at various levels of society, with a special emphasis upon schools, and then addressing the growing commercial importance of the info-communications industry, the Policy Address concluded that ‘the real challenge is for the business sector, indeed for the whole community, to experiment, adapt and develop these new tools to enlarge our vision, conquer new markets and create new patterns of life for our entire community.’ This final reference was the closest it came to acknowledging an information society.





This provides me with my closing theme. The skewed distribution of  Hong Kong businesses between a tiger’s head of multinationals and a long tail of SMEs is reflected in the distribution of computing and networking. This point has been made in the introduction. Here we may note that the distribution among households is interestingly different. In 1995 Survey Research Hong Kong Ltd. estimated 968,000 individuals aged 15 and over had a computer at home. A survey by the Telecommunications Research Project of the University of Hong Kong in 1995 found 27.5 percent of  households had a computer, which extrapolates to around 400,000 households, but the figure had jumped to 40.2 per cent by 1996, and Graham Mead and Associates for Datapro (Hong Kong) estimated business computers by the end of 1994 to number around 500,000. But very few of these computers are networked. The Telecommunications Research Project 1995 survey found that no more than twenty per cent of respondents knew their home computer had a modem - a further eighteen percent were uncertain. But the figure for modems had risen to twenty-nine per cent by 1996.





Alber’s� study of videotex systems in 1985 suggested four stages of development. The first, which he dates to 1983, consists of transmissions to dumb terminals, or VDUs (Visual Display Units). The second, 1984-88, spawned intelligent terminals in the form of PCs with software applications. The third, which he dated 1988-92, would see the growing availability of micro-computer power, with multiple ports for distributed terminal processing. The growing popularity of LANS and host-server configurations, and open network architectures, would create a spectrum of interactive possibilities. The fourth stage, which he anticipated to start around 1992, involves multi-media networks, such as cable TV and telephony combined, Video-on-Demand and computer applications. Alber was spot on with his predictions. In Hong Kong stage four arrived in 1994, a trifle later than the USA, with cable TV and trials of VOD. �





With HKT’s subsidiary, IMS, ready to launch the world’s first commercial VOD Hong Kong is about to do what it does best, test-bed the viability of IT applications to a mass consumer market. Until the spread of the Internet - it is estimated that Hong Kong has between 500,000 -700,000 users - most online services were provided by and for commercial users, such as closed-users groups (CUGs) - for example, computer reservation systems used by airlines and travel agents - and financial services networks, some very specialist providing stock exchange information to brokers, some international ISPs like Reuters and Telerate, or banks providing ATMs, ETF/POS and corporate transactions networks. The mass market was catered for partly by HKT’s Datapak dial-up service, but mostly by paging companies relaying gold and stock prices and horse-racing results to individual subscribers.





The situation rarely called for direct intervention by government beyond its regulatory role in the cases of telecommunications and media broadcasting. One exception was Tradelink, a consortium of large companies, including HKT, supported by a government franchise and seedmoney to set up an EDI gateway between companies applying for trade documentation - such as Restrained Textile Export Licences which are issued under the Multi-Fibre Agreement, or MFA - and government departments and bureaux. After nearly five years Tradelink has still to deliver, and in 1997 turned back to government in a financial crisis. This move forced the government to act more decisively and is now steering the venture to become operational in 1998 and fully operational by 2001 when all hardcopy documentation applications will be phased out. This seems to suggest that in the select cases where government does intervene it needs to do so with some expertise and clear mandate. Half-way solutions are half-baked solutions.





The Policy Address really just encapsulates thinking already in the government development process before 1st July 1997. For example, one approach, being promoted by the Trade and Industry Bureau, is to build a science park in addition to building a fourth industrial estate. Also, the proposal to bring IT promotion under a new coordinating bureau arose from a debate two or three years old. Some questions have been raised as to whether the Policy Address really represents a more interventionist approach by the new government, but as yet there is no firm evidence of this. It is my view that this is, anyway, the wrong question. The more important question is what role is IT going to play in creating ‘new patterns of life for our entire community.’ This is why the theme of the information society is so important. I serve on the Information Infrastructure Advisory Committee of OFTA, and on two of its Task Forces, Regulation and Applications. The name of the IIAC again indicates the engineering terms of reference behind the committee. The Applications Task Force is endeavouring to explore the community implications, but as yet the resources available to do so are very limited. But this is perhaps less important at this stage than the fact that this inquiry is going on at all. The IIAC was an OFTA initiative in 1997, in the absence of any other suitable body within government. That will soon change, and Hong Kong will then enter a period of public debate in which we will be able to start educating ourselves about what IT can do for society, and how society can best embrace it to enrich both public and private lives. But for that debate to succeed we  shall  need to engage a wider social involvement of people. That, too, will be a new and healthy experience for Hong Kong.











�
APPENDIX:  Wireline and wireless (cellular and pcn) operators in South and South-East Asian economies and foreign partners





Hong Kong





Wireline and wireless voice


Company�
Foreign Partners�
Market�
�
HongKong Telecom�
Cable & Wireless (UK)�
Wireline, cellular�
�
Hutchison�
BT co-operation�
Wireline, cellular, PCN�
�
New T&T�
�
Wireline, cellular�
�
New World�
Alcatel (Fr), TAC (Thai)�
Wireline, PCN�
�
Pacific Link�
Vodafone (UK)�
Cellular, PCN�
�
Smartone�
McCaw (US) MPT (PRC)�
Cellular�
�
Mandarin Comms.�
China Travel Service (PRC)�
PCN�
�
Peoples Telephone Co.�
China Resources (PRC), Unisource (US,Fr,Ger)�
PCN�
�
P Plus Comms.�
Telecom Finland�
PCN�
�



South Korea





Wireline and wireless voice


Company�
Foreign Partner (s) �
Markets�
�
Korea Telecom�
SOTE - partial privatization�
IDD, DLD, Local�
�
Dacom�
�
IDD, DLD�
�
Onse�
�
IDD�
�
Korean Mobile Telecom�
�
Cellular, paging�
�
Hansoi�
�
Cellular, paging�
�
LG Telecom�
�
Cellular, paging�
�
Shinsegi�
Airtouch & SW Bell (US)�
Cellular�
�



Singapore





Wireline and wireless voice


Company�
Partner(s)�
Markets�
�
Singapore Telecom�
SOTE - partial privatization�
Wireline and wireless�
�
Mobile One�
C&W and HK Telecom�
Wireless�
�
�



Thailand





Wireline and wireless voice


Company�
Partner(s)�
Markets�
�
CAT�
SOTE �
IDD, cellular�
�
TOT�
SOTE�
Wireline and cellular�
�
Telecom Asia�
Nynex (US)�
Wireline in Bangkok �
�
Thai T&T�
NTT (Japan)�
Wireline outside Bangkok �
�
Advanced InfoServices�
�
Cellular�
�
Total Access Comms.�
�
Cellular�
�



Malaysia





Wireline and wireless voice


Company�
Partner(s)�
Markets�
�
Telekom Malaysia�
SOTE - partial privatization�
Wireline and cellular�
�
Fiberail (TM/Nat.Rail)�
�
DLD and Local Loop�
�
Binariang�
US West �
Wireline and cellular�
�
Mutiara Tel�
Swiss PTT�
Wireline and PCN�
�
Syarikat Telefon Wireless�
I.W.C. (US)�
DLD and Local Loop�
�
Time Telecom�
�
Wireline �
�
TRI/Celcom�
Deutsche Telekom�
Wireline and cellular�
�
MRCB Tel�
�
PCN �
�
Mobikom�
�
Cellular�
�
Time Telecom/Sapura�
�
PCN�
�









� E-mail: jcure@hkucc.hku.hk; TRP web: http//:www.trp.hku.hk; tel:852-2859-1919; fax: 852-2957-9434


� Hong Kong Government Industry Department Report on the 1994 Survey of Regional Representation by Overseas Companies in Hong Kong. (1994)


� By comparison, around 3,000 multinationals use Singapore as a hub, according to Singapore Telecom Annual Report 1992-3, p.7.


� Of these around 100,000 are foreign goods trading companies, but many proprietors register multiple company names, so the number of traders is probably around 60,000. 


� Even among Hong Kong’s larger companies there is a marked reluctance to share information, even when it is not very market sensitive. Thus, for example, social science researchers find it hard to achieve returns above 10 per on surveys sent out to companies.


� M.Enright, E.Scott and D.Dodwell (1997) The Hong Kong Advantage, OUP, p.45.


� For details, see Edward K.Y. Chen ‘The Economic Setting’ in N.S.Hong and D.Lethbridge (1995) The Business Environment in Hong Kong, OUP.


� For details of IT policy in the developing economies of  Southeast and East Asia, see John Ure ed. (1997) Telecommunications in Asia: Policy, Planning and Development. Hong Kong University Press, Hong Kong. 


� The term ‘positive non-intervention’ was first coined by senior government official Sir Hadden-Cave, P. 1989. Introduction. In The Business Environment of Hong Kong. ed. Lethbridge, D.G. Hong Kong: Oxford University Press. For further discussion see Day, J.J. ‘Hong Kong’ in Telecommunications in the Pacific Basin: An Evolutionary Approach. Eds Noam, E.and S.Komatsuzaki, D.A.Conn. Oxford University Press.  For a detailed account of what it means in practice,, see Chen K.Y. and K.W.Li (1991) ‘Industrial development and industrial policy in Hong Kong’  in Industry and Trade Development in Hong Kong. Eds. Chen K.Y. and M.K.Nyaw, Y.C.Wong. Hong Kong. Centre of Asian Studies, University of Hong Kong. 


� In all likelihood, Teleview will prove less successful in its take-up than other commercial forms of online information which are based upon PC terminals and popular market software packages. For a discussion of videotex developments in Asia see the essays in E.Kuo and K.C.Ho eds. (1995) Heralding the Information Age: Videotex Development in the Asia-Pacific. AMIC, Singapore.


� This licence is currently under re-negotiation to open international in Hong Kong to competition.


� For an account of the privatization process in Asia’s telecommunications sector, see J.Ure and A.Vivorakij ‘Telecommunications and Privatization in Asia’ in Wu Rong-I and Yun-Peng Chu (eds) Business Markets and the Government in the Asia-Pacific,  Addison Wesley Longman, South Melbourne. (forthcoming 1997)


� It is easy to over-state Hong Kong’s laissez-faire approach. Hong Kong’s ‘positive non-intervention’ leaves plenty of space for the Hong Kong government to play a positive role in economic and social development, especially in the field of physical and social infrastructure, notably roads, landfill for housing development, schools and hospitals, industrial estates, and in the regulation of private utility companies providing public services, such as gas, water, electricity, buses and trams, tunnels and not least, telecommunications. The third area of interventionism has been financial, with cautious but growing regulation of financial institutions, such as the Stock Exchange, and most crucially the pegging of the Hong Kong dollar to the US dollar at 7.78:1 by the Hong Kong Monetary Authority. To promote industrial development, government gives seedmoney to support a number of  ‘quasi-autonomous non-government organizations’ or quangos, such as the Trade Development Council, the Productivity Council, the Vocational Training Council and numerous other bodies designed to bridge government support for development with private sector funding and self-help. Up to this point the adoption and diffusion of information technology within Hong Kong has been encouraged using this approach. Specifically, bodies such as the Research Grants Council, Hong Kong Applied Research and Development Funds Ltd, the Industry and Technology Development Council (ITDC), the Coalition of Service Industries Support Fund, and the Hong Kong Industrial Technology Centre Corporation, have awarded grants, technical support and low-cost start-up facilities and incubation programmes to promote research and development and technology transfer. But the accelerated pace of  IT developments globally, and the growing promise of electronic commerce, has raised questions over where the future emphasis of policy should be.


� Sometimes a distinction arises in the literature between VANS - value-added network services - and VAS - value-added services. The latter offer services over a network leased from the former.


� Strictly speaking the regulator is the person vested with the powers of the Telecommunications Authority who is concurrently appointed Director-General of the OFTA.


� The Economic Benefits of Telecoms Liberalization in Hong Kong paper for the Hong Kong Committee for Pacific Economic Cooperation, November. 1997, to be tabled at the APEC ministers’ meeting, Vancouver, November 1997.


� At the time of writing the government and HKTI are in negotiation over the possible early expiry of the exclusivity.


�  IMS is already the leading Internet service provider. For the time being VOD is being treated as a licenced service, as if it were broadcasting. IMS was awarded one of two licences in early November 1997. Its licence comes from the Television and Entertainments Licensing Authority (TELA) while its content comes under the review of the Broadcasting Authority, both of which are regulated by the Broadcast, Culture and Sports Bureau. Its offering ‘the means of telecommunications’ comes under the regulations of  OFTA which reports to the Economic Services Branch. The Policy Address of the Chief Executive proposes to bring all these functions under a new policy Bureau. 


� Petrazzini B. and J.Ure ‘Hong Kong’s Communications Infrastructure: The Evolving Role of a Regional Information Hub’. In J. Burn ed. Information technology and the Challenge for Hong Kong. Hong Kong University Press (pp. 61-90).


� C.C.Greenfield and E. Lee ‘Government information technology policy in Hong Kong’ in J.King ed. Informatization and the Public Sector: Special Issue v.2.2 1992 (pp.125-132)


� In 1996 the Hong Kong Consumer Council advocated the merging of broadcasting and telecommunications regulatory responsibilities into a single unit of government. John Ure was a member of the Telecoms Policy Advisory Committee of the Consumer Council.


� A.F.Alber Videotex/Teletex: Principles and Practices (New York: McGraw-Hill, 1985)


� Stage one was an experiment by the Hong Kong Telephone Company in 1982 with a videotex system called Viewdata. Starting in 1985, stage two was also developed by the Hong Kong Telephone Company as Datapak, a service of dedicated and dial-up data lines to corporate customers with PCs terminals. Stage three, the era of distributed networking, has been confined to the largest of corporate enterprises, such as the dealing rooms of the large banks and securities houses, to wholesale and retail chains, to shipping lines and airlines, and to specialist users, such as travel agents. Stage four has been reached with the launch of cable TV and VOD.
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