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The Building of a
For-profit Ecucation

Industry

Some five years ago, | wrote an article in
The Servicing Economy Newsletter, titled
“Education and Training - the Next Mega
Deregulation After Telecom”. | used the opening
up of the Hong Kong telecommunications market
as an analogy and recommended the privatization
of the education industry. Looking back, | see the
barrier of entry to the market gradually being
removed; more education entrepreneurs are entering
the market; and more for-profit education institutes
are being established. With the support of the
government, | see the next five years as the phase
of accelerated growth. A for-profit education
industry will spring up. More choiceswill be made
availableto consumer. Competition will drive down
prices, and the end users will be the ultimate
winners. We will also see education products and
servicesstart contributing to the growth of the Hong
Kong export figures.

Many people| know have questioned whether afor-
profit education market could ever be feasible,
bearing in mind the high cost of education in Hong
Kong. Yet few people realize that Hong Kong has
long been the world’s number one exporter of
educational kits with world-renowned brands like
Vtech. A number of self-financed divisions of the
universities such asHong Kong University's SPACE
are already offering successful programs in the
Mainland. The recent SARS incident made known
to the world Hong Kong's strength in e-learning,
with innovative platforms like the Hong Kong
Education City. Often we talk and see only the
traditional education system since it is funded by
the taxpayers' money. The education industry in
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Hong Kong isin fact much bigger. The four core
sectors are, schools, services, products, and
supporting technology. Using theword ‘ SUCCESS'
asthe development strategy, | propose the following
for the Hong Kong education industry:

Thefirst letter ‘S’ requires usto start now. When
we think about export of education, the first market
inour mind isthe Mainland. Unlesswe start today,
the fast moving Mainland market will be gone
tomorrow. “Start” also requires us to have a
schedule or target date for completion of initiative.
| believe that a five-year plan to be completed by
2008 and closing with the Olympics will be
appropriate.

The letter ‘U’ isyou, our strength. We should take
inventory of our product aswell asidle capacities,
which we can use. Building afor-profit education
industry requires knowledge, money, people and
land. Hong Kong's traditional education industry
and past government funded projects have
accumulated a great wealth of knowledge in
courseware, research and technology. Existing
government funds in education and training can be
used as catalyst. Good people and land used to be
the untouchables of Hong Kong only a few years
ago. Now, they are plentiful. “U” aso requiresus
to uplift certain government regulations to make
them more business friendly.

The first letter *C’ stands for connect. The 21st
Century is an eraof connection. We should think
global and act local to start with. Thereis no better
place than Hong Kong where east meets west,
alowing the cross-selling of knowledge to both east
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and west. The next level of connect isintegrating
education with software, multimedia, toys, watches,
travel and other industrial sectors. Thiswill allow
the education industry to ride on existing success
wagons and to create new innovative products.

The second ‘C’ is concentrate. Mindset is the
greatest roadblock in any change process. Many
people | know believe that education should be
quality-focused and not money-focused. Should
we invest more money into education? My belief
is that money can only buy limited quality due to
the law of diminishing returns. Even so, |
recommend to |leave the argument behind. Let us
focus on what individual sectors are good at and
build around their circles of success.

The letter ‘E’ stands for execution. Any successful
industry, local or overseas, requires the backing of
astrong industry association to paint the big picture
and to work towards the goal. The establishing of
alocal education industry association is required
to unite the market players; to work with the
government and promote the Hong Kong education
brand local, in the Mainland and overseas. The
association will need an experienced secretariat. To
jumpstart the formation of the association, theinitial
funding of the association can come from some of
the existing government funding schemes. The
education industry is related to both the Education
and the Industry Bureaux, hence a better
coordination of the two will be beneficial to the
industry.

Thenext ‘S standsfor secure. The success of Hong
Kong's education industry will rely on the securing
and upholding of quality standard in its product and
services. There will inevitable be black sheep in
any market, bringing bad names and disputes. Good
flow of market information, aswell as making them
easily available to end-users on the internet, will
protect end-users and consumers. The industry
association should also work closely with the
Consumer Council to report and look into consumer
complaints. The final ‘S’ is stop, celebrate our
success, r% nk, and move on to start breaking new
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21% of the workforce possesses the education
attainment of University Degrees or Post-
secondary levels. The education levels of the
remaining 79% range from no formal education
tomatriculation. Itisof no surprise therefore that
the motivation of the working adults to acquire
higher educational qualifications in order to
secure better jobs is quite strong, as evident by
the phenomenal growth in the demand for
continuing education in the past decade or so.

CEPA and opportunities for the Hong
Kong knowledge industry

The demand for lifelong education is not only
growing tremendously in Hong Kong. Chinaas
awhole is growing economically at blinding
speed. In order to sustain such growth, millions
of workers need training and retraining. The
demand for higher education, and in particular
for lifelong education, isreaching unprecedented
levels beyond the capacity of educational system
in mainland China.

With the recently announced Mainland/HK
Closer Economic Partnership Arrangement
(CEPA), the economic momentum generated by
CEPA will also giverise to greater demand for
lifelong education and opportunities for the
providers, not only in the Mainland but also in
Hong Kong.

What do we know about the Needs of
Learnersin Lifelong Education?

Whilst learners’ needs in terms of academic
contents change over the years, there are five
basic characteristics that they always look for in
aprogramme of study.

1. High Quality Programmes

2. Comprehensive Programmes covering the
subject areas of different trades

3. Programmes providing multi-entry, multi-exit
points and a continuous learning path for
professional and career development

4. Internationally Recognised Qualifications

5. Flexibility and Conveniencein Learning
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An examplein the Lifelong Education sector within the Hong Kong Knowledge | ndustry

The local lifelong education market is fiercely competitive. The continuing education units of
universitiesin Hong Kong have been very successful because of the long established reputations of
excellence of the universities and efficient utilization of resources. In recent years numerous private
continuing education providers, many in partnership with overseas organizations or universities,
have actively explored the market making the lifelong education sector of the knowledge industry
even more competitive and diversified.

Through its extension arm, the School of Professional and Continuing Education (HKU SPACE),
the University of Hong Kong has been amajor provider of lifelong education in Hong Kong since
1956. The following current statistics about HKU SPACE perhaps give aglimpse of atypical provider
in the lifelong education sector.

Academic divisions: 10
Subject Group areas: About 50
Award-bearing programmes: 268
Short courses: 538

Student enrollment: 106,433 (approx. equivalent to 17,000 FTE)
Near 1.5 million since 1956

760

About 2,200

59 overseas universities & local professional
bodies
18 learning centres

Accumulative enrollment:

Full-time staff:
Part-time teaching staff:
International & local collaborators

Number of |learning centres outside of
main campus of HKU:

Centresin the Mainland in partnership
with local institutions

Conclusion

Looking ahead, Hong Kong's transition to a knowledge-based economy will continue to generate
great demand for higher education, especially for the working adults. The excellent higher education
system in Hong Kong, as a knowledge industry, not only should endeavour to meet such internal
demand to help Hong Kong to become even more competitive in the global market, it should also
work towards creating a viable educational export industry to countries within the region.

Hong Kong-The Servicing Economy



In the statistical system, total expenditure of

Hong Kong students studying abroad is classified
as imports of travel services according to
international recommendation. In 2002, total
expenditure of Hong Kong students studying
abroad was about $17,600 million, with an
estimate of per capita spending at around
$237,000 per annum. The ratio of total
expenditure of Hong Kong students studying
abroad to Gross Domestic Product (at current
market prices) was 1.4%.

(A) By place of study
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(B) By grade/level being attended
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Source : Thematic Household Survey Report No.9, Census and Statistics Department

Internationalization Trends In MBA Education

Professor Vincent S. LAI

Associate Dean, Graduate Studies,
Faculty of Business Administration and Director of MBA Programmes

Information technology has removed physical barriers between operations and management,
and is causing the business world to become smaller and more integrated. As businesses continue to
adopt an increasingly global view, the business education sector is also starting to think more
internationally. The decision of the AACSB (Association of Advanced Collegiate Schoolsof Business),
the largest business accreditation organization in North America, to accredit non-North American
business schools provides a convincing evidence of this trend. To date, The Chinese University of
Hong Kong is one of seven Asia Pacific business schools to receive AACSB accreditation.

Seven of Hong Kong's eight universities now offer MBA programs. As the university that pioneers
MBA education in the territory, CUHK is proud that its programs are consistently rated as being
amongst the best in Asia. Despite this worldwide recognition, CUHK remains committed to
strengthening its MBA programs. Our efforts include the creation of more innovative curriculums,
the addition of new courses and the provision of better student services. We are also striving to make
our programs more international by increasing our recruitment activities in China and worldwide
via exchange programs, global business courses, and international collaboration.

Expanding Academic Horizons

CUHK’s MBA program curriculums now stress both local relevancy and internationalization. Local
relevancy enables our students to learn business practices relevant to Hong Kong, Chinaand Asia-
Pecific. Internationalization ensures they will also understand different cultures and ways of doing
businessesin aglobal context.

Our full-time MBA program provides an excellent example. The class of 2003-5 includes over 30
non-local students - over 60% of the total class size. Greater internationalisation improves overall
student quality and enhances opportunities for intellectual learning and cultural exchange.
Additionally, many of these students will subsequently join our exchange program and go on to
spend one semester at some of the world's most prestigious business schools. Our range of MBA
options now even includes a dual-degree program with HEC, a prestigious business school in France.
Students opting for this program can study at HEC in their second year. If they fulfill the requirements
of both universities, they will receive MBA degrees from both institutions.

The Move Towards Truly Global MBAs

In terms of programs, we have strived to develop and maintain a genuine global MBA program.
Rather than simply providing global courses, we want programs that will offer aglobal perspective
in both curriculum and class activities. We also want a program that will offer students opportunities
to network internationally and learn foreign cultures. Our Executive OneMBA Global Program,
which isjointly offered with four other prestigious business schools from the North and South
Americas and Europe, is aprogram developed with this vision.

In response to China's urgent need for trained business professionals, CUHK has begun another
phase of internationalization with the 2000 launch of a specialized MBA in Finance in Beijing.

Offered in collaboration with Tsinghua
University, this program is now in its third year
of operation. So successful hasthe program been
that an MBA alumni association has already been
formed in China, meaning that our MBA alumni
network has now been extended to China.

2002 saw the launch of a Master of Professional
Accountancy in conjunction with the Shanghai
National Accounting Institute. The institute was
set up in 2001 to implement former Party
Chairman Jiang Zemin's decision to produce
300,000 professional accountants, following
China’s entry into the WTO. By educating
emerging talents, this program will play amajor
role in boosting China's accounting skills base.

Internationalisation Will Ultimately
Benefit Students

Aside from CUHK, the six other local
universitiesin Hong Kong now offer high quality
MBA programs. In the 2003 AsiaInc. rankings,
threelocal universities were rated among the top
15 business schools in the Asia-Pacific, while
the top three business schools in East Asiawere
al from Hong Kong. Despite such recognition,
universitiesin Hong Kong and around Asia, still
need to find a market niche. In general, most
Asian universities cannot match the quality or
reputation of the top business schools in North
America. As aresult, business schoolsin Hong
Kong must continue to concentrate on bringing
their business curriculums, research
infrastructure and productivity levelsto thelevels
offered by their leading US counterparts.

As the trend towards internationalization
becomes more widespread, more top business
schools in North America and Europe will set
up branch campuses in Hong Kong and Asia.
This will create more pressure for local
universities to improve and become more
competitive. | believe the ultimate winner of this
trend will be the students, who will receive a
higher quality business education and enigy a

Hong Kong-The Servicing Economy

wider variety of business school choices!






Major Statistics of Hong Kong

2000 2001 2002 Q102 Q202 Q302 Q402 Q103
1. Labour Force
Total employed persons (a) 3211600 3256400 3235900 3224600 3200300 3249200 3269600 3247000
Unemployment rate (%) 49 51 73 70 77 74 72 75
2. Sectoral Employment (%) (a) 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Manufacturing 7.2 6.5 6.0 6.1 6.3 5.9 5.7 55
Services (b) 82.3 83.5 84.1 83.8 84.0 84.2 84.3 84.8
Others 105 10.0 9.9 101 9.7 9.9 10.0 9.7
3. Gross Domestic Product (GDP) (c)
GDP at current market prices (HK$ million) 1,288,388 1,269,975 1,259,771 298,319 306,223 324,677 330,551 297,842
Per capita GDP at current market prices (HK$) 193,299 188,847 185,615 N.A. N.A. N.A. N.A. N.A.
Year-on-year growth rate of GDP in real terms (%) 10.2 05 23 -0.6 0.8 34 51 45
Trade balance - goods (HK$ million) -64,022 -85,023 -80,525 -20,882 -28,013 -16,129 -15501 -24,110
Trade balance - services (HK$ million) 126,037 143,946 183,316 34,086 41,321 48,797 59,112 46,465
4. Valueof Tradein Goods
Year-on-year growth rate of total exports (%) 16.6 -5.8 54 -6.2 28 85 155 17.6
Year-on-year growth rate of imports (%) 19.0 -5.4 33 9.1 0.4 6.5 14.9 17.8
5. Tourism
Visitor arrivals 13059477 13725332 16566382 3593612 3909491 4240050 4823229 4301503
Visitor spending (HK$ million) 59,283 62,210 N.A. N.A. N.A. N.A. N.A.
6. Finance
Best lending rate (%) 9.22 7.00 511 5.13 5.13 5.13 5.00 5.00
Effective exchange rate index for HK$ (d) 1017 104.7 104.0 106.1 104.6 102.7 103.0 101.7
7. Consumer Prices (e)
Year-on-year rate of change in the Composite CPI (%) -38 -1.6 -3.0 -26 -3.2 -35 -29 -20
Year-on-year rate of change in the CPI(A) (%) -3.0 -17 -32 -2.8 -3.6 -4.1 -24 -18
8. Commercial Performance
Business receipts indices (1996=100) (f)
Wholesale/Retail 80.4 773 729 73.9 741 719 715 718
- Wholesale 74.6 65.7 58.6 56.6 59.2 59.4 59.4 54.6
- Retail 83.4 82.3 79.0 81.3 80.5 77.4 76.8 79.2
Import/Export trade 87.3 75.0 729 64.2 712 80.5 75.9 65.7
Restaurants 104.6 102.0 96.4 99.2 94.4 96.7 95.4 90.7
Hotels 74.9 69.2 67.6 63.5 67.0 60.1 79.7 61.8
Transport 115.4 1126 115.2 101.4 111.4 1219 126.3 107.0
- Air transport 153.6 136.0 151.9 128.0 146.2 156.1 177.3 138.3
- Land transport 1035 106.0 103.0 100.3 102.9 104.2 104.6 98.0
- Maritime transport 1111 122.7 119.1 99.4 113.6 134.6 128.7 1132
Storage 747 63.6 511 51.0 49.6 51.7 52.1 47.0
Communications 107.5 93.4 90.9 88.6 91.4 90.4 93.2 89.9
- Telecommunications 104.6 89.4 84.9 84.3 85.4 84.1 85.6 84.7
Banking 104.8 107.6 106.7 98.7 106.5 1017 119.8 97.4
Financing (except banking) 1252 109.4 93.8 928 102.8 89.6 89.9 87.6
- Financial markets and fund management services 1329 106.4 91.3 90.6 101.8 89.9 83.0 85.0
Insurance 136.3 155.7 171.7 148.4 171.1 165.9 2015 1817
Real estate 74.1 61.6 60.0 59.4 65.4 56.8 58.4 56.9
Business services 93.8 84.8 79.9 77.9 817 78.8 813 78.1
- Professional services 91.9 90.8 85.4 84.6 87.2 85.0 84.8 86.1
Film entertainment 106.1 122.3 111.2 112.3 108.4 108.1 116.0 1112
Tourism, convention and exhibition services 725 714 76.8 66.2 783 720 90.8 72.3
Computer and information services 141.8 1253 132.4 1253 129.7 135.8 138.7 1238

Notes: ‘N.A. denotes not available.

(a) Figures are based on a set of composite employment estimates derived by reconciling under a designated statistical framework the employment estimates obtained from
the General Household Survey and the Quarterly Survey of Employment and Vacancies. With the availability of the results of the 2001 Population Census as up-to-date

benchmark population data, the figures have been revised.

(b) Services sector covers the wholesale, retail and import/export trades, restaurants and hotels; transport, storage and communications; financing, insurance,

real estate and business services; and community, social and personal services.

(c) Figures have been revised as a result of the major revision to GDP in August 2002.
(d) The Effective Exchange Rate Index for the Hong Kong Dollars have been revised since 2000 with new currency weights.

(e) The Consumer Price Indices have been rebased with new expenditure weights.

(f) Some figures for periods before Q1 03 are revised based on updated data available.

Source : Census and Statistics Department, Hong Kong

Enquiries:  Distribution and Services Statistics Section (2)B, Census and Statistics Department

20/F., Chuang's Hung Hom Plaza, 83 Wuhu Street, Hung Hom, Kowloon, Hong Kong, China.

Tel. : (852) 2802 1273 Fax : (852) 2123 1048

Charts : Key Economic Statistics of Hong Kong
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