WHAT’S NEXT FOR

RICKY WONG?

The Consequences
of Intolerance

A

s a modern, open and liberal-minded society, we cherish
our right to free expression, be it in the press, the arts or on
the streets. At the same time, we also recognize that people
have different tastes and points of view. Being a good citizen means
expressing your personal perspective without infringing on the rights
of others, whether they share your views or not.
In a mature society, we accept that rules and regulations exist
for a reason. While we may wish for fewer restrictions, disrupting
someone’s business or daily lives to make a point is not freedom of
expression, but likely to be a criminal action. The better course of
action is to work to change what we can and bide our time when we
don’t have a consensus among other, equally valid interest groups.
Sadly, there is now a portion of our political milieu that insists
on political changes that are outside the constitutional parameters
of the Basic Law. Worse, they refuse to accept that their demands are
unfeasible, and they refuse to work toward their desired ends through
persuasion, informed debate and consensus among all members of
the community.
Any among us who might have been sympathetic to the
philosophical aims of the protest organisers are quickly being turned
off by their tactics. We need to speak up, not necessarily against their
political ideas, but firmly against their tactics and behaviour.
While few of these agitators are willing to admit that their actions
are most likely to hurt office workers, smaller businesses and the man
in the street, the reality is exactly that. Large companies can hire extra
security, relocate staff or work from a back-up office. SMEs and their
employees, however, are more likely to face real hardship trying to
cope with unruly street politics and loss of earnings. As responsible
employers, each of us needs to think about our own contingency
plans and ensure the safety of our staff.
During the July 1 demonstrations, pamphlets were seen advocating
a “final showdown.” Clearly, this can only be the work of people
who have abandoned any effort to achieve their desired outcome
through reason and persuasion. Resorting to violence undermines
the legitimacy of their position and the very foundation of our civil
society. Our young people should be very careful not to be taken in
by such tactics.
The people behind Occupy Central are playing a very dangerous
game. Promoting civil unrest isn’t an expression of free speech.
Rather, it is an infringement on the rights of those who want to go
about their daily lives, in peace. In a place like Hong Kong, where our
narrow tax base is highly mobile, the larger implications can be very
severe. Shattering investor confidence, which has not been terribly
strong in recent years, is the last thing we need.
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Working Together,
Not Against Each Other

C

hief Executive C Y Leung submitted a report last month on
political reform to the Standing Committee of the National
People’s Congress, formally kicking off the “five-step process” in
Hong Kong’s constitutional development.
At a special meeting of LegCo’s House Committee in mid-July, Chief
Secretary Carrie Lam briefed legislators on the “Report on the Public
Consultation on the Methods for Selecting the Chief Executive in 2017 &
for Forming the Legislative Council in 2016.” The report has summed up
the views of various sectors of the community and provided an objective
analysis, including the community’s high aspirations for the implementation
of universal suffrage for the Chief Executive election in 2017.
Despite this, a handful of people, especially those behind the Occupy
Central movement, are sticking to protest tactics to fight for their so-called
“genuine universal suffrage.” With their blinkered view, the protestors
claim the moral high ground in organizing opposition and overriding
other concerns and the law. They are not interested in discussion, and
have threatened to occupy Central if the Chief Executive election does not
comply with their so-called “international standards.” Media coverage also
tends to be overwhelmingly one-sided, which ends up hijacking the minds
of the majority of the public.
They insist that constitutional reform plans have to comply with
international standards, despite the fact that election procedures around
the world vary considerably based on each jurisdiction’s political,
economic, historical and cultural factors. In addition, their proposal to
nominate Chief Executive candidates by civic nomination is against the
Basic Law and impractical. But the most ironic point of their “fight for
democracy” is that they are forcing others to accept the proposals that do
not abide by the Basic Law. Is this democracy?
Their tactics will not drive constitutional reform forward, but undermine
Hong Kong’s stability and business environment. What is most worrying is
that many of the advocates are university lecturers and politicians – public
figures who young, innocent minds trust and look up to.
Many of the young people who staged a “rehearsal” for “Occupy
Central” on Chater Road after the July 1 march are students. As school
is a place to pursue knowledge, and students are independent from any
interest groups, protests organized by them are generally regarded as pure
and idealistic. If they are instigated by others or even used as a tool to
violate the laws, they could unwittingly jeopardize their future.
As Hong Kong people wish to have the Chief Executive elected by “one
person, one vote” in 2017, all stakeholders should discuss the issue in a
rational and inclusive manner. Otherwise, we will never achieve our goal.

Hong Kong
Must Remain
an Open Economy

A

total of 54.3 million people visited Hong Kong in 2013,
most being Mainland visitors under the Individual
Visit Scheme (IVS). Some Hong Kong residents
have complained that the influx of Mainland visitors is
inconveniencing the local community, and, as such, the number
should be capped.
Hong Kong is renowned for being a tourist’s paradise, so we
should give a warm welcome to all visitors, whether they are from
Mainland China or other places. We are also the freest city in
the world, and our free port is Hong Kong’s “brand.” We should
be doing everything we can to enhance it, not devaluing it, as
restricting entry sends the wrong message to the international
community and erodes Hong Kong’s most valuable asset.
This is also a form of trade protectionism. The negative slurs
directed at Mainland tourists, who make significant contributions
to our tourism and retail industries, are already causing Mainland
visitor arrivals and retail sales to fall. But if Hong Kong were to
restrict how many tourists can come here and spend their money,
our competitors will be rubbing their hands in glee. Once we lose
them, it will be very difficult to win them back.
The anti-Mainland tourist sentiment stems from the lack
of supporting tourism facilities, and the mix of day-trippers
and “real” tourists. Many of the day-trippers are parallel goods
traders who make multiple trips to Hong Kong every day. To limit
parallel goods trading activities, we need more vigilant checking
by Mainland Customs officials at boundary crossing points, as
well as for mail orders and couriered goods.
Meanwhile, the Government should enhance our capacity
to receive tourists through developing new attractions and
tourism clusters to alleviate the pressure on popular tourist areas.
These could include green tourism in Lantau and Sai Kung, and
conserving villages in the New Territories.
Above all, any policy change on regulating visitor arrivals
would affect a wide spectrum of the community. The service
sector is Hong Kong’s core business and tourism creates many
service jobs. Before we decide we no longer want these jobs, we
need to ask ourselves will we be able to replace them with new
and better jobs?

R

icky Wong Wai-kay is often called the modernday David, as he is never afraid to take on the
market’s giants. His “David versus Goliath” battles have won him the admiration of local consumers and the respect of businesses. However, this quintessential Hong Kong entrepreneur has had his fair share
of scrapes, which he feels are all part of the learning curve.
A young entrepreneur
Wong discovered his entrepreneurial streak while
holidaying in Taiwan in his teens. He noticed there
were hundreds of cram schools in Taipei packed with
students eager to improve their grades. In Hong Kong,
the trend was then for parents to hire a private tutor to
teach their children. After he finished Form Five, the

17-year-old’s friends always complained their parents
hired private tutors because they worried their children would slack off during the long summer holidays.
Knowing a gift horse when he met one, he imported the
Taiwanese concept of large cram schools to Hong Kong.
With HK$1,000 he had saved from summer jobs, he and
two classmates set up a tutorial centre offering summer
classes for secondary school students.
“Back then, from graphic design to getting into print
to cooking paste ... we single handedly produced all our
leaflets and posters, and stuck them outside construction sites along Nathan Road. We also ventured into
every public housing estate south of Lion Rock handing
out leaflets door to door, and our efforts paid off as we
attracted over 400 students,” he recollected.
That summer, he earned his first pot of gold –
HK$40,000, which was a small fortune in those days,
even enough for the down payment on a flat.
While studying at the Chinese University of Hong
Kong, he sold reference books that he imported from
Taiwan to students. After graduation, however, he put
his entrepreneur plans on hold and joined IBM.

Ricky Wong’s Startup Tips for Success
 Think thoroughly why you want to start your
own business
 Always try to use personal savings instead of
loans. It is the best way to help you achieve
financial prudence
 Select an industry you are interested in
 Pinpoint market demand and grasp
opportunities
 Enjoy problem-solving
 Do not take shortcuts or run away from
problems
 Be thick-skinned, humble and
always learn
 Be determined to chase your
dreams and be fearless of
failure
 Be observant and every day
broaden your horizons by
continually
accumulating
knowledge

“IBM was very famous back in the day, and they
offered fantastic salaries and employee benefits. I earned
nearly twice as much as my classmates did,” he explained.
He started out at IBM as a systems engineer, which
offered very promising career prospects. But after a
couple of years, he transferred to the sales department.
“You might say it was a risky move, but IBM salespeople were highly paid and had the opportunity to visit
big organizations and meet famous people. Andrew
Leung and Agnes Mak were two of my previous clients,” he said. With charm and a finely tuned sales
pitch, he quickly became one of IBM’s top salespeople,
and was soon enjoying an annual income of over one
million dollars.
Canadian expedition
With a healthy bank balance, he decided to emigrate to Canada in 1989 to begin a new life. After getting turned down for job after job, he decided to open
his own business selling women’s pajamas at a local flea
market. He recalled buying nearly a hundred boxes of
pajamas and carting them to the market week after week

by himself, only to carry them all home again after failing to sell a single item.
He decided his expertise was in IT, not selling pajamas, so he set up a small IT firm with his cousin Paul
Cheung. They earned enough to survive, but the business was not exactly thriving. One day, a salesperson
from Cable & Wireless knocked on their door and tried
to persuade them to subscribe to a cheap long distance
phone call service, known as call-back.
IDD was extremely expensive at the time, and the two
men realized cheap long distance phone calls offered
enormous potential. They educated themselves in the
cheaper “call-back” technology and established City Telecom. Being from Hong Kong, they knew the city was a
huge untapped market crying out for such a service. A
year after establishing City Telecom in Canada in 1991,
they returned to Hong Kong the following year and successfully broke the local telecoms monopoly.

Of course I am afraid of failure, but that
depends on your definition of ‘failure.’
If I did not attempt anything, or simply
squandered my opportunities, then I
would really be a failure

Defining failures
Besides having some huge successes, Wong is no
stranger to failure, yet he never lets fear of failure stop
him from chasing a dream. “Of course I am afraid of
failure, but that depends on your definition of ‘failure.’
If I did not attempt anything, or simply squandered
my opportunities, then I would really be a failure,” he
explained. “I have faced many setbacks, but I never considered them as failures. This is because I learned a lot
from them. They also allowed me to expand my network
of contacts.”
He has also had more than a few sleepless nights. He
admitted he never enjoyed a good night’s sleep between
1996 and 1997, because the call-back service had grown
so quickly that customers’ were starting to complain
about not being able to get through. His competitors seized the opportunity to tempt away some of his
customers, but he fought back while fighting extreme
exhaustion.

“I enjoy facing challenges,” he said. “It’s just like playing a video game. If it is easy, how can it be fun? If you
lose you can just restart.”
Such an attitude perfectly sums up why he is not giving up on his television dreams, despite running into
many brick walls. “I never thought of giving up on the
Hong Kong market and returning to Canada, because
I am not someone who will run away from setbacks. I
enjoy the challenges I face here. I was born and raised
in Hong Kong, so I have strong emotional attachments
with this city. I do not want to abandon my home.”
He believes different people are motivated by different factors, which can be different in each stage of
their lives. Young people might pursue money, but find
a sense of satisfaction is more important as they grow
older. Wong said he has gone through both of those
periods, and his current sorties in the free television
industry stem from his desire – as with the call-back service many years ago – to offer Hongkongers a greater
choice.
Management strategy
Besides being a savvy entrepreneur, Wong is also
known for getting his staff to stand by him. “They are
all good people and love their jobs. I think it is because
we share similar beliefs and goals. After all, birds of a
feather flock together!”
He believes his outspoken personality also plays a
part in their loyalty, that there must be trust between
people, and that everyone must be able to speak their
minds. “This can strengthen personal relationships and
create a unified corporate culture,” he said.
He tries to be a father figure to his staff by encouraging and supporting them to follow their dreams.
For example, in 2009 Hong Kong Broadband Network
launched a talent development programme called “Next
Station: University.” He helped many of his employees
fulfill their dream of earning a university degree by paying between 80%-90% of their tuition fees. Thirty two
staff graduated with a bachelor’s degree in 2014.
The company also employs a full-time psychotherapist to offer counselling and help employees identify
their life goals. “Many of my staff have quit to chase
their dreams, so I am not sure this is such a good idea as
I’ve lost quite a lot of talent!” he quipped.
Young startups
In 2005, the Government launched the Youth Business Hong Kong programme to provide entrepreneurial support and interest-free business loans of up to
HK$100,000 for young people to start their own business. The role model for young entrepreneurs welcomes

Entrepreneurship Journeys
Early 1980s – Graduated from Munsang College
1985 – Graduated with a Bachelor of Science
degree in Electronic Engineering from the
Chinese University of Hong Kong
1985 to 1989 – Worked at IBM
1989 – Emigrated to Canada and started an IT
business
1991 – Established City Telecom in Canada
1992 – Returned to Hong Kong and set up City
Telecom (H.K.) Limited
1997 – City Telecom was listed on the Stock
Exchange of Hong Kong
1999 – Established Hong Kong Broadband
Network Limited (HKBN)
2008 – Obtained a EMBA degree from the
Chinese University of Hong Kong
2009 – City Telecom applied for a free television
programme service license
2012 – HKBN and all telecom businesses sold to
a U.S. company; City Telecom was renamed
Hong Kong Television Network (HKTV) in
December
October 2013 – HKTV’s application for a free TV
license was rejected by the Hong Kong
Government
December 2013 – Announced the launch of
mobile TV service
March 2014 – The mobile TV plan to broadcast
free-to-air TV was accused of violating the
Broadcasting Ordinance. HKTV failed to reach a
consensus with the Communications Authority
on technical systems
2014 – Applied for a free TV license again in
April; Announced the plan to develop online
shopping business and a one-stop e-shopping
centre in May

the scheme and encouraged young people to strike out
on their own.
However, critics of the scheme warn the inexperienced entrepreneurs lack the basic business skills to
succeed, and could find themselves blowing the money
and being left with heavy debts. Wong doesn’t believe
so. “Out of 100 entrepreneurs, 95 will end up failing.

That is a universal fact. Yet, the result does not matter.
If people learn from failure early in life, they emerge
much stronger. Failure is the greatest teacher in life as
it teaches us to be smarter, to cope with problems and
become more prudent in future.”
Future plans
Speaking at the Chamber’s “Entrepreneur Series”
roundtable luncheon on May 26, Wong spoke about
his latest venture, an e-shopping platform (see the
June issue). His latest idea has its fair share of critics
too. Given the convenience of shopping in Hong Kong,
selling things online here doesn’t really make sense. But
Wong calls his idea a chicken-and-egg question, and
once local consumers have the option of a large-scale
online shopping mall, people will use the service.
Over a decade ago, Jimmy Lai Chee-ying set up
adMart, an e-commerce portal, which folded after
17 months after burning around $1 billion. Wong
said his business model is very different from adMart,
which competed for business with local supermarkets.
His online shopping mall will cooperate with retailers
by offering a channel for them to sell their goods. So
instead of creating competition amongst retailers, he
will be helping them reach out to more consumers.
With all the twists and turns in his attempt to get a
free-to-air TV license, and now online shopping, one
has to ask why he didn’t consider going into film production? “Only about 300,000 people in Hong Kong
are regular movie goers, and most children seldom go
to the cinema. The television media, on the other hand,
is more accessible and has a much wider audience,” he
said. He also believes television production is a cultural
industry through which good values can be encouraged
for the benefit of society.
Dedication to work
Work-life balance has been a trendy topic in recent
years. However, Wong feels, “It is bullshit! It is impossible
to achieve a work-life balance if you want to succeed.”
He admitted that he is completely preoccupied with
work every day and that he basically has no time for a
hobby or pastime. In spite of his packed schedule, he
insists on reading a book every month. When asked
what book he is reading at the moment, he replied
Je suis a l’Est ! a biography of an autistic Frenchman, Dr
Josef Schovanec.
“I usually pick books that have nothing to do with my
life or interests to broaden my horizons and enlighten
my mind. It is good to keep an eye on new things and
store them in your ‘database’ as you may find them useful one day,” he said.

The first half of 2014 didn’t turn out as good as many might have expected,
writes David O’Rear

I

n Europe, inflation slowed on a month-to-month
basis by two-thirds from mid-2013 to the latest, June
data. Unemployment remains stubbornly in the double-digits, albeit the lower ones. Retail sales grew just
1.7% in real terms in the EuroZone during the first five
months of this year. Imports were up just 3.3% in volume terms in the first four months, and are slowing.
The U.S. is in better shape. Unemployment fell to less
than 6.1% in June, the 49th month in a row of improving
labour data. The economy employed 2.15 million more
people in full-time jobs the first half of the year than it
did in January-June 2013. Retail sales rose at a better clip
in the second quarter (about 4% year-on-year) than in
the first, but still remain sluggish. Inflation climbed above
2% YoY in May for the first time in 18 months.

America’s trade with the region is shown in the first
two graphs. Exports to China, Korea and Taiwan performed quite well, and demand for products from those
economies expanded at a good pace. Hong Kong, Japan
and South-east Asia, however, looked less healthy, with
the sole exception of U.S. imports from the Philippines.
On the flip side of the coin, demand in the world’s
major markets was reflected in East Asia’s trade data.
In the first five months, Indonesia, Thailand and Japan
exported less than in the same 2013 period. China,
Korea and Taiwan managed growth in the first half of
the year, but by less than 3% each.
China’s performance, illustrated on a quarterly basis
in the third graph, is clearly slowing. While both exports
and imports showed strength in June, the year-on-year

The Land Policy Trilemma

G

growth rates come off of a poor base. Two-way trade rose
just US$24.6 billion in the first six months, as compared
to a $146 billion rise from the second half of 2012 to the
same 2013 period, and a $158.1 billion increase a year ago.
In this part of the world, trade plays a very large role
in determining overall GDP growth, so it should be no
surprise that China, Hong Kong, Thailand and Indonesia all expanded more slowly in the first quarter than in
Q-1 2013. In South-east Asia, Malaysia (+6.2%) and the
Philippines (+5.8%) and Indonesia (+5.2%) show real
strength. Until Europe begins to resume normal levels
of domestic demand, or Japan’s Abenomics kicks into
high gear, or China starts to consume more than it produces, the prospects are for another year of less-than
impressive growth.

overnments make choices among various policy options on
a regular basis. The trade off, between say tax
competitiveness and revenue enhancement requires weighing
the pros and cons and coming to a politically desirable - and,
one hopes, economically sensical - solution.
Such decisions are only very rarely of the "A or B" kind.
Multiple options, including doing nothing, will have different
consequences, both intended and otherwise. So it is with Hong
Kong's land-labour-housing trilemma.
In the 1990s and 2000s, some 10-11% of total public revenue
came from land premiums. This decade, the share is averaging
over 17%, if the Financial Secretary's projections for the current
fiscal year are accurate. We charge certain government officials
with ensuring that the public purse is well protected when
scarce land is auctioned off. That's their job, and they're pretty
good at charging full value.
A second policy position is to make sure that Hong Kong
people have first crack at jobs available in our economy. This is
common practice around the world, and hardly controversial.
While top-quality talent generally finds it easy to move to where
their skills are best appreciated, the great majority of the labour
force has no such option. Hence, labour importation is restricted.
The third horn of our trilemma is housing: we want more, we
want it better and we want it to be affordable. In Singapore, public
housing is made available to qualified residents for purchase. The
old joke is a romantic proposal starts with "Let's sign up for an HDB
flat." Here in Hong Kong, the waiting list for public rental housing
(PRH) is long, and the prospect of earning equity nonexistent.
So, one policy position is that we need to protect, maintain
and perhaps even increase the share of income from this source.
After all, the alternative is to tax something else, or to raise rates
on what is already subject to tax. Another is to protect local
workers from imported competition. If not enough people are
available, or sufficiently skilled to take up these jobs, the market
should bid up their wages until equilibrium solves everything.
The third is that we should make available affordable housing,
even if it deprives the government of revenue. To do this, we forego
land premiums for public housing and sharply reduce the take for
other kinds of desirable uses such as hospitals and schools.
But, in today's job market the people who would build public
housing are already employed. Paying higher wages might
attract some away from infrastructure projects, but that is simply
one government project bidding against another. The average
age of highly skilled construction workers is high and rising,
which means the shortage is only going to worsen.
So, we have a decision to make. Do we want to lengthen the
waiting time for public rental housing, or are we willing to let
outsiders come into Hong Kong to take up the jobs that need to
be filled? With proper safeguards such as term-limited contracts,
we can not only keep our people employed but also house them.
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ir Jimmy McGregor, who served as the Chamber’s Director between 1975-1988, passed
away in Canada on July 14, aged 90.
Sir Jimmy was well known for speaking his mind
and ruffling a few feathers. He spent almost five
decades of his life in Government and politics, and
helped shape business and politics in Hong Kong.
Born in Edinburgh, Scotland, on January 30,
1924, he arrived in Hong Kong in 1951 as an RAF
armament sergeant, and quickly realized he wanted
to stay. He decided to leave the RAF and joined
the Hong Kong civil service as a trade officer, and
helped lay the foundations for Hong Kong's industrial boom.
In 1967, as China's Cultural Revolution spilled
over into the colony, he was on the frontline of the
Government's counter offensive. He was singled out
by rioters and a deluge of hate mail and even a bomb
were sent to his home.
He survived and left the civil service in 1975 to

run the Hong Kong General Chamber of Commerce
as Director. He had many lively debates within the
Chamber and also within Government championing
members' causes, including the need to set up a dedicated trade promotion organization. He was also the
driving force in arguing the case for the Chamber to
buy its own premises, despite stiff opposition, and in
1984 the Chamber moved into its current headquarters in United Centre.
His 12-year stint as Chamber Director came to an
end in 1988, and he ran as the Chamber's LegCo representative in September the same year, which he won.
He emerged as one of the most effective independent
voices, and was popular among the small businessmen, and among the public at large, for championing
their causes. He was re-elected in 1991.
He decided not to run again in 1995, and accepted
an offer from Chris Patten to join his cabinet, where
he stayed until retiring to Canada in 1997. He is survived by two daughters and a son. 

Sharon Lam and Vincent Yeh look at the
impact of the Foreign Account Tax
Compliance Act on China and Hong Kong
financial institutions

F

ive years after the first introduction of the Foreign Account Tax Compliance Act (FATCA), the
Act finally became effective on July 1, 2014. The
enactment of FATCA is the U.S. Government’s attempt
to combat offshore tax evasion by U.S. taxpayers with
financial assets hidden in non-U.S. financial institutions (a.k.a. foreign financial institutions, FFIs). FATCA
requires these FFIs to identify accounts held by U.S. taxpayers or entities with substantial U.S. shareholders and
report the information of such accounts to the Internal
Revenue Services (IRS).
Latest Update
Since the release of the final regulations, the IRS continues to fine-tune them by the issuance of temporary
regulations and notices. In a notice issued on May 2,
2014, the IRS announced that it intends to amend the
FATCA regulations to facilitate an orderly transition
for withholding agents and FFIs to comply with FATCA
requirements. HK FIs may benefit from following proposed amendments stated in the notice.
1) Calendar years 2014 and 2015 will be regarded as a
transition period for FATCA implementation. During this period, the IRS will take into account the
extent to which the FIs have made good faith efforts
to comply with FATCA, including identifying and
facilitating the registration of each member of the
FFIs’ expanded affiliated group.
2) FFIs can determine if they would like to treat new
entity accounts opened after June 30, 2014 and before
January 1, 2015, as pre-existing accounts subject to
the same due diligence and withholding requirements applicable to pre-existing accounts/obligations
under final regulations. FFIs may not apply the low
value account exception (i.e. US$250,000) when performing due diligence.

Whilst these reliefs are available, it is important for
FFIs that haven’t started or just started their FATCA
compliance program to demonstrate that they have
intention to comply with FATCA and document the
procedures in place and their continued efforts to meet
the FATCA compliance requirements.
The HK-U.S. IGA
Hong Kong has been listed on the U.S Treasury’s
website as a jurisdiction that has agreed, in substance,
with U.S. a Model 2 IGA, effective May 9, 2014.The press
release by the HK Government stated that: “Following
the completion of the substantive discussions, Hong
Kong and the U.S. are expected to sign a Model 2 IGA
later this year. Financial Institutions are reminded to
assess their relevant FATCA compliance implications for
their operation and clientele.” The IGA is designed to
facilitate the implementation of FATCA and reduce HK
FIs’ compliance burden.
One key benefits of having a Model 2 IGA in place,
especially after the go-live date of July 1, 2014, is that
FFIs are no longer required to withhold a 30% punitive
tax on withholdable payments received by non-consenting U.S. account holders or to close the accounts held by
such account holders. However, it is important to note
that withholding of such 30% tax is still required for
payments made to non-FATCA complying FFIs under
the Model 2 IGA.
Since the content of HK-U.S. IGA is not yet available
to the public, HK FIs should apply FATCA final regulations and use Model 2 IGA template issued by the U.S.
Treasury as references. Pursuant to the IGA template,
each HK FIs is required to register and enter into an
FFI agreement with the IRS on or before June 30, 2014.
The HK FIs will therefore perform the prescribed due
diligence procedures to identify Specified U.S. persons
and report their account information together with the
aggregate account information of non-consenting U.S.
persons to the IRS.
It is expected that the Annex II of the HK-U.S. IGA
will provide exceptions for 1) entities that will be considered as exempt beneficial owners (EBOs, i.e. exempt from
FATCA) or deemed compliant FFIs and for 2) accounts
that will beexcluded from the definition of financial
accounts. According to the spokesperson for the Financial Services and the Treasury Bureau, the IGA will cover
exemptions for financial institutions or products which
present low risks for tax evasion by U.S. taxpayers.
For example, certain HK FIs with local client base
may qualify as deem-compliant FFIs; some of the pension or retirement schemes in HK (e.g., Mandatory
Provident Funds) may qualify as EBOs falling under

either the Board Participation Retirement Scheme or
the Narrow Participation Retirement Scheme category;
investment service providers such as investment advisors or investment managers that are established in HK
and do not maintain clients’ accounts may be treated as
certified deemed-complaint FFIs; some professionally
managed investment entities (i.e. funds, trusts, or collective vehicles), depending on the structure and nature
of business, registered or regulated in HK can be either
registered deemed-compliant or certified deemed compliant FFIs if another FFI (i.e. sponsoring FFI) agrees to
fulfill the FATCA compliance requirements on behalf of
these investment entities.
Impact on HK Financial Industry
Hong Kong, a major international financial center,
is expected to have a large number of registered FFIs.
According to the latest FFI list published by the IRS,
around 2,000 financial entities in HK have already
registered. For the HK FIs that haven’t registered, it

is important to note that the definitions of FIs under
FATCA are broader than commonly perceived, and
every FI in HK, except otherwise exempted, is required
to comply with FATCA under the HK-U.S.IGA. The
definitions of FIs include entities commonly regarded
as financial institutions (such as banks, brokerage
firms, and insurance companies) but they also cover
entities (such as certain money lending companies,
funds, certain holding companies and treasury centers) unexpectedly fallen under the definitions. All
entities dealing with clients’ financial assets or investment/treasury activities could potentially be subject
to FATCA and a scoping analysis should be performed
to confirm their FATCA status.
For HK FIs, three major milestones should be completedby July 1, 2014. First, a participating FFI (other
than a Model I IGA FFI) should have registered and
entered into an FFI agreement with the IRS. Once registered, the FFI should have received a Global Intermediary Identification Number. Second, a new individual

client onboarding procedureshould be operational. The
newly implemented client onboarding procedures should
be able to identify U.S. individual tax residents and obtain
from them consent to report. Third, with regard to financial accounts maintained as of June 30, 2014, an FI should
retain a record of the account balance of these pre-existing accounts for remediationactions.
Bottom Line
As the HK-U.S. tax information exchange agreement
came into effect on 20 June, 2014, it provides the basis
for the Hong Kong Government to exchange information upon requests by the U.S. Government with regard
to the information reported under FATCA regulations.
The signing of the HK-U.S. IGA, together with the
TIEA, will demonstrate HK’s commitments to enhance
the transparency and maintain its status as the global
financial center in the international arena.
Although FATCA initially roused opposition across
the globe, most countries and FFIs eventually cooper-

ated and chose to comply with FATCA. As of today,
more than 100 jurisdictions have signed or agreed in
substance an Inter Governmental Agreement (IGA)
with the U.S. and near 88,000 FFIs have registered and
entered into agreements with the IRS. On June 26, 2014,
it was announced that the U.S. and China had reached an
agreement in substance to implement FATCA through a
Model 1 IGA. As China is one of the U.S.’s largest trading partners, this is a substantial development in achieving overall FATCA compliance.
Furthermore, in early 2014, the Organization for
Economic Co-operation and Development issued the
Common Reporting Standard, which is closely based
on FATCA, aimed to create a standardized automatic
tax information exchange framework between countries. It is proven that the concept of FATCA is widely
accepted and becomes the paradigm of tax information
exchange. For those FFIs that are still on the fence, now
is the time to act and start your FATCA compliance program immediately.

MPF ‘Core Fund’
T

he Mandatory Provident Fund Schemes Authority (MPFA) has over the years put to Government
reform proposals to address many MPF issues of
concern to the public. Two key concerns were the huge
variety of funds to choose from, which makes it difficult for members to make an investment choice, and the
high fees.
After discussions with the Government, we have
concluded that the next step in the reform process is to
ensure that all MPF schemes provide a low-fee fund that
is designed in a manner consistent with the objective of
retirement savings. The funds will be collectively called
the “core fund.” A public consultation to collect views
from different stakeholders on the proposal started on
June 24.
The current default arrangement varies from
scheme to scheme
If scheme members do not make an investment
choice, their MPF contributions are invested in the
scheme’s default fund. Currently, different schemes have
different default funds. The fees and risk levels of these
funds vary significantly, which will result in different
returns over time.
For example, if you put your retirement savings in an
MPF Conservative Fund for 40 years, it will provide very
little return; if you invest in funds with greater exposure
to equities, the return will be potentially much greater.
But if the market happens to be very bad when you
approach retirement, the opportunity to make up for
the losses will be very limited and the investment returns
you get upon retirement will be seriously affected.
Having reviewed the situation in Hong Kong and
the experience of other countries and regions, we propose that the regulation of the default fund arrangements be enhanced to require all MPF schemes to offer a
standardized default fund, that is, the “core fund,” to all
scheme members.

Two major features of the “core fund”
1. INVESTMENT STRATEGY
The investment strategy of the “core fund” should
automatically reduce investment risk with members’
age (sometimes called “life cycle” or “target date” funds).
This would allow younger scheme members to adopt a
more aggressive approach and those approaching retirement to adopt a more conservative approach, gradually
reducing risk to focus on preserving MPF savings in the
later years. This investment strategy can balance longterm investment risks and returns. In the long run, it
should best manage the risks associated with long-term
retirement savings and bring better returns for scheme
members.
2. SUBJECT TO FEE CONTROLS
The “core fund” proposed will be a low-fee fund
subject to fee controls, and its fee will be kept at 0.75%
of fund assets or under. Using a passive investment
approach will help make low cost, low-fee outcomes
more achievable.
We expect the “core fund” to provide a benchmark
for fees and performance of MPF funds which will help
increase market competition and therefore bring fees
down. When more and more MPF members invest in
the “core fund,” the fund is likely to achieve economies of
scale, therefore creating room for further fee reductions.
Timetable for launch
The “core fund” will be available to all scheme members, so any members who think its investment strategy
and fee level suit their investment objectives can invest
in it.
We target to submit a concrete implementation proposal to the Government in late 2014 or early 2015. The
Government and the MPFA will press ahead with the necessary legislative processes and operational arrangements
with a view to launching the “core fund” in 2016.

Public consultation on the “core fund”

The MPFA is consulting members of the public on the
“core fund” proposal until September 30. The
consultation paper is available for download at (www.
mpfa.org.hk) and on the Government website (www.fstb.
gov.hk/fsb). Comments may also be submitted on the
MPFA website. Your comments are most welcome.
Mandatory Provident Fund Schemes Authority
Hotline: 2918 0102

Greening
CBD

I

n the next three to four years, a unique opportunity
will present itself to completely change the face of
Hong Kong’s Central Business District (CBD).
Progressive completion of new transport infrastructure will take place, such as the extension of the MTR’s
Island Line to Kennedy Town, the construction of the
South Island Line to Aberdeen, and the construction
of the Central-Wanchai By-pass for road traffic. After
spending billions of dollars on improving the transport
infrastructure, Central’s accessibility will improve significantly. Road traffic and travel patterns will be reorganized. This provides an opportunity to improve the
area for people as pedestrians.
In 2000 the Hong Kong Institute of Planners (HKIP)
devised a scheme to take advantage of the opportunities
that would arise from 2014 onward. It was a scheme to
green and pedestrianize Des Voeux Road Central. Even
though parts of it were considered technically feasible,
that was as far as the idea got.
2014 is now here and the HKIP has revisited the
opportunity to change the CBD, just as it becomes a
reality as the infrastructure is completed. It is also more
of a reality in terms of changed public and Government attitudes, with a greater concern over quality of
life issues and the environment people live and work in.
The problems on DVRC can be clearly seen. Poor
roadside air-quality, congested road traffic, crowded

pedestrian environment, no greenery or shading, lack
of seating, jay-walking black spots. This presents a poor
image of Hong Kong and its finance centre. The CBD
can definitely become a better place to do business in. As
other cities in Asia are making advances in these areas,
Hong Kong is standing still.
The HKIP, in collaboration with transport consultants MVA Hong Kong Limited (MVA), City University
of Hong Kong, School of Energy and Environment
(CityU) and Civic Exchange, reviewed Central and its
problems. It has presented a new proposal to revitalize Central to Government. Des Voeux Road Central
(DVRC), between Pedder Street and Morrison Street,
would progressively become a green “tram and pedestrian precinct.” It is a practical proposal which would
significantly improve the environment in Central.
The scheme proposes urban design improvements to
DVRC taking a new ‘place making’ approach and formed
around three existing activity nodes. At the eastern end

is the “Financial Market,” reflecting the financial sector of
the CBD near Pedder Street. The “Central Market” at the
mid-portion, would be anchored by the Central Oasis, a
commercial hub with performances and exhibitions, and
a pedestrian gateway to the attractions up the Central
Mid-levels escalators. At the western end would be the
“Western Market,” a heritage building with small shops
and businesses in the surrounding neighbourhood.
One major reason for presenting the scheme at this
time are the continuing high levels of air pollution on the
streets of Central. CityU scientists carried out detailed
street level surveys along major streets in Central and
related the pollutants to traffic volumes, types of traffic,
time of the day and to different locations. The conclusions are complex but consistent. Pollution in Central
comes mainly from road traffic and particularly diesel
vehicles. The levels of some pollutants are so high that
they are a health risk for people on the footpaths. The
“Financial Market” area is the worst, but it has the highest

concentration of people on footpaths. Something must
be done to reduce the pollution. The reduction of vehicles
on the streets is the only feasible solution.
DVRC is unique. No property has vehicular access,
and it is a dead-end road, with all traffic diverted before
it gets to Western Market. In a western direction traffic is restricted to buses, while the non-polluting tram
services it in both directions. One of the objectives is to
improve bus services by removing unnecessary services
after the new railway extensions come in to operation,
and relocating others out of Des Voeux Road on to parallel streets which have more capacity.
MVA presented a comprehensive transport strategy
which can be implemented in two stages. The Initial
Scheme involves the rerouting of buses, and diversion
of commercial vehicles and private vehicles from DVRC
to Connaught Road and eventually to the CWB. A new
bus-to-bus interchange terminal and new bus stops are
proposed along Connaught Road Central. These traffic
measures would provide space on parts of DVRC, for
widening footpaths, creating space for pedestrian activities and urban design enhancement. A servicing strategy can be implemented for delivery of goods. These
are relatively simple and cheap things to do, and are
feasible. The Further Evolution Scheme would involve a
more comprehensive diversion of traffic from DVRC to
surrounding roads to create a full pedestrian and tram
precinct. This would be a longer term vision- for implementing when other traffic infrastructure is completed.
Trees and other landscaping features will provide

shade, reduce heat and soften the built environment.
Sitting out areas, activity areas and resting spaces will
encourage a diversity of street activity. The “grassed
carpet” running along the tramway on DVRC, would
visually and physically connect the three activity nodes,
while creating a unique sense of place, better air quality
and a better environment. It is practical and capable of
implementation.
The proposal was formally submitted to the Chief
Executive and other Bureaus on April 24, 2014. It can
only be implemented by the Government departments.
The Central and Western District Council has shown
support, along with other groups interested in urban
design and the environment.
Experience in other cities has shown that schemes like
this can revitalize central city areas. There is usually some
initial caution from the business community to change,
but this can be managed. Once implementation commences, the improved public realm and environmental
benefits becomes accepted. It really is a case of what is
good for people on the street, is also good for business.
In this case it is also part of the branding of Hong
Kong’s as ‘Asia’s World City.” Central, as the important
focus for shopping and finance, should be promoting an
image of a high quality, modern city.
For details of the proposal visit the HKIP website http://
www.hkip.org.hk. Comments to hkipplan@gmail.com would
be welcome. Support from the business community would
encourage government to implement the scheme.

Causeway Bay’s Transformation

T

o many, Causeway Bay is a district that never
sleeps. It is a retail mecca, with shops and restaurants that open day and night. Above the shop levels, the offices house some of Hong Kong’s – or indeed
the world’s – top corporate or professional names. However, before gaining its fame as a globally renowned
commercial district, Causeway Bay was once a sleepy
backwater.
In the late 19th century, it gradually evolved, from
clusters of fishing villages and paddy fields, to the home
base and godowns of a major British trading house, Jardine Matheson. Modern Causeway Bay’s history began
in the 1920s. In the early 20th century, ethnic Chinese
residents began to gain more influence in society, and

merchant Lee Hysan capitalised on the expected eastward shift of economic development from Central and
bought East Point Hill for HK$3.8 million from Jardines
in 1923. East Point Hill was later renamed “Lee Garden
Hill,” which is now still known as Lee Gardens.
The Lee family decided to build an amusement park
on the Hill. This was a welcomed addition to Hong
Kong’s entertainment landscape as venues of leisure
for local residents were few and far between. Lee Gardens was home to stage performances like Cantonese
opera, magic and acrobatics shows. People could also
watch movies and play in game booths. The Garden also
included many food outlets and was noted particularly
for its tasty late-night dim sum, iced drinks and chilled

foods, a rarity at the time. With its beautiful landscaped
features, Lee Gardens was considered the best among
Hong Kong’s “Four Gardens.”
A new landmark
Lee Theatre was another landmark in Causeway Bay
in the 20th century. It was built at the foot of Lee Gardens Hill as a proper Cantonese opera venue. Cantonese
opera was a favourite pastime not just for Lee Hysan’s
mother, but for many others in town. A theatre of this
type would prove to be a profitable venture as well.
Lee Theatre’s architectural style took inspiration from
opera houses of France and Italy and its construction
was completed in 1925. With state-of-the-art features

and convenient transportation access, the Lee Theatre
was the venue of choice for Cantonese opera performances until the 1970s. Many popular opera troupes
like the Kwan Tak-hing troupe, Sing Fung Ming troupe
and Chor Fung Ming troupe held performances there.
It can be said that Lee Theatre helped elevate Cantonese
opera’s artistic standing by offering performances in a
high quality venue.
Apart from Cantonese opera, Lee Theatre also played
host to concerts, pageants and variety shows. Renowned
conductor Herbert von Karajan had his only Hong Kong
performance at Lee Theatre in 1959. The Miss Universe
1976 pageant was held at the venue and it also saw the
crowning of Miss Hong Kongs from 1973 to 1985. A

number of international and local stars also held memorable concerts at Lee Theatre, including Andy Williams,
Jose Feliciano, Roman Tam and Teresa Teng.
Lee Theatre was also a popular place for movie-goers.
In 1940, the theatre showed its first film “The Great Dictator,” starring Charlie Chaplin. Thereafter, it was home
to primarily Western blockbusters until the building was
redeveloped into a retail building, Lee Theatre Plaza. A
mini theatre continued to operate at Lee Theatre Plaza
until 2005.
The Lee Gardens Amusement Park and Lee Theatre
helped establish Causeway Bay as Hong Kong’s home of
entertainment, and the emergence of various Japanese
department stores further enhanced its status as a com-

mercial hub. In 1960, Japanese department store Daimaru
opened its Hong Kong branch on Patterson Street, and it
was joined by a number of other Japanese stores including Mitsukoshi, Matsuzakaya and Sogo. In the 1970s and
1980s, Causeway Bay was often compared to Tokyo’s premier commercial district, Ginza. Though the Japanese
department stores are no longer with us in Hong Kong,
their influences on the quality of service in retail industry
live on, and Causeway Bay remains a prime area for top
quality shopping and dining experiences.
High-rise residential buildings also started to emerge
in Causeway Bay to cope with Hong Kong’s rapidly rising population in the 1950s and 1960s. Empire Court,
Embassy Court and the Caroline Building were some

of Hong Kong’s earliest and best known residential towers. More tourists came knocking on Hong Kong’s door,
too, and Causeway Bay responded with quality hotels,
included the celebrated Lee Gardens Hotel and its famed
Rainbow Room and Yum Sing Bar. In 1972, the CrossHarbour tunnel’s opening heralded a better linkage
between Hong Kong Island and Kowloon, and it acted as
a further catalyst for the development of Causeway Bay.
The district became even more of the city’s heart
after the opening of the MTR Causeway Bay station in
1985. It remains Hong Kong’s best known commercial
centre to this day unsurpassed by other districts. However, there is more to the district than just being a place
for offices, shops and restaurants. Hysan Place, a recent

addition to the Lee Gardens has won all sorts of international and local accolades as a most sustainable commercial building. It is hoped that such a quality green
building can help stakeholders within the district learn
more about the importance of developing Causeway
Bay into a sustainable community. With such a fascinating history, Causeway Bay and Lee Gardens deserve
to remain a most desirable destination for work, play
and living not just for now, but for many generations
to come.

Natural Beauty
Dr Angel Cheung has been helping people bring out their natural beauty for decades,
reports staff writer Boris Cheng

N

ot too long ago, it was considered to be a sign of
wealth in Hong Kong if you were a little on the
plump side. Today, everyone wants to be slim,
and health clubs, spas and slimming centres dotted across
the SAR provide an endless selection of treatments.
Dr Angel Cheung, who founded Angel Cosmetics
International Group, has been one of the pioneers in
helping people look their best. Over the years, she has
opened nine slimming centres in Hong Kong, three
beauty centres, and 10 cosmetics chain stores.
“This is one of our biggest centers,” she said as she
showed me around the two-floor Kwun Tong facility.
“With rents skyrocketing these days, it is getting harder
and harder for us to get such a nice place.”
Her Kwun Tong branch has been decorated with
inspiration from France’s 16th century renaissance
period, but every treatment room in the slimming and
spa centre has a different theme.
“We want to create different environments for our customers,” Cheung explained. Sitting on an opulent antique
Chinese massage bed, she continued. “Using this room
as an example, our idea was to design this room for the
Chinese empress, so we decorated it with some Chinese
lamps, Chinese paintings, and Chinese accessories.”
“We have put extra effort into creating a comfortable
and relaxing environment for our customers. We require
them to take off their shoes and wear our sterilized slippers at our lobby. While they are waiting, we serve them
a cup of flower tea that we pick specifically for each day.
For instance, we serve our customers a kind of tea that
can relieve stress on a Monday. We even hired a composer
to write the music which we play to relax customers and
facilitate our massage and spa treatments,” she added.
Judging by the designs and decorations of the centre,
visitors can feel her dedication to her business, and for
treating all customers like an empress. “The core value
of our group is that customer service comes first. This
is especially critical for business in a service sector like
ours. We want the customers to feel our passion, love
and respect for their body, skin and health.”
Dr Cheung explained the spa treatments and massages help people to keep fit, burn fat and become
healthier from the inside. But she does not promise
overnight transformations. Unlike other centres that
quickly remove fat, Cheung said she prefers a gradual

approach which does not require a period of time for
people to recover. “When a person has a healthy body,
beauty comes along,” she said.
Cheung said she is not against quick fix treatments or
plastic surgery for people who want to quickly achieve
their desired look, “but they have to bear in mind that
speedy methods to achieve beauty or fitness are not natural and they have consequences.”
Despite having a successful chain of businesses that
celebrate luxury, quality and health, Cheung was not
always so lucky. She arrived in Hong Kong in the 1960s
and lived in a squatter area with her family. Her father
scrapped a living working as a tailor, which barely supported the family. To help the family make ends meet,
Cheung made paper bags, and lined up for relief supplies from the church. At the age of 11, Cheung borrowed her elder friend’s ID card to get a job working in
a factory. Through hard work and a desire to succeed,

Cheung saved her hard-earned money and started her
first beauty shop at the age of 25 in a mall in Tai Kok
Tsui. That 60 square foot shop provided the capital to
expand into cosmetics. She opened cosmetics store after
cosmetics store as her business grew.
Sony and Apple have been so successful because their
goal is not to earn money, but to constantly develop
innovation to improve people’s lives. Money comes
along if they achieve that.
Similarly, Cheung said her passion for her business
has never been about money. “Yes, I’ve earned some
money, but if I do not use it, then it is only a number
and does not have much value. What brings me happiness is having inner peace which comes from being
kind, calm and stress free in any situation. And happiness is something that money cannot buy.”

A Desk Job
VS.

A Non-Desk Job

R

esearchers like to study just about anything, and
their latest area of interest is finding out how
health, wealth and happiness can be affected by
whether you have a desk or non-desk job.
The survey, conducted online by Harris Poll, suggests
there are advantages and disadvantages to both types of
jobs. The poll included a representative sample across
industries and company sizes of 2,095 people who typically work behind a desk and 1,102 people who don’t typically work behind a desk. Following are the key findings.

Stuck in a bad environment
Workers in desk jobs and non-desk jobs were equally
likely to report being happy in their current roles (76%),
but workers in desk jobs were more likely to report complaints about their work environment. Many workers in
desk jobs said their positions enable them to build closer
relationships with company leaders and peers while workers in non-desk jobs said their positions give them greater
flexibility in their work day. Some 38% of workers in nondesk jobs said they had no complaints about their work
environment compared to 14% of workers in desk jobs.
Desk potatoes
Workers in desk jobs were more likely to report being
overweight. Some 58% of workers in desk jobs categorize
themselves as overweight compared to 51% of workers in
non-desk jobs.
Job security
People who work in desk jobs reported earning higher
salaries and felt more content with their paychecks. Those
working in desk jobs were twice as likely to earn six figures annually, while those working in non-desk jobs were
twice as likely to earn less than $35,000.
Burning out outdoors
Workers in desk jobs and non-desk jobs were equally
likely to experience high stress levels at work (30% and
29%, respectively), but workers in non-desk jobs had a
somewhat higher tendency toward burnout. A total of 61%
of workers in non-desk jobs said they have felt burned out
at work compared to 57% of workers in desk jobs.

There are perks
and pitfalls to both
scenarios, but at the
end of the day, it is a
matter of personal preference

Desk Job
● Access to technology/Internet – 72%
● Having a job that is not physically
demanding – 60%
● Having a routine – 59%
● Ability to communicate with company
leaders and peers more easily – 33%
● Opportunity to build closer relationships
with company leaders and peers – 25%
● Ability to stay in the loop on new
developments in the company – 22%
● Not enough physical activity – 56%
● Staring at a computer screen most of the
day – 56%
● Stuck inside most of the day – 51%
● Doing the same work every day, not
enough variety – 24%
● More distractions/disruptions from
co-workers – 23%
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Non-Desk Job
●
●
●
●
●
●

●
●
●
●

Ability to stay more physically active – 68%
Variety in their workday – 54%
Not being stuck in front of a computer all day – 51%
Having more flexibility – 41%
Not having to get dressed up to go to work – 39%
Not having to deal with office politics – 33%

Exhausted from working on my feet all day – 35%
More prone to injury or illness – 24%
Less recognition for my efforts – 17%
Not as informed about new company
developments – 15%
● Less chance for upward mobility – 11%
● Less face-to-face interaction with leaders
and peers – 9%

Portugal
on a Plate

In the heart of bustling Lan Kwai Fong, Casa Lisboa whisks you away to Portugal with its classic dishes,
writes guest reporter Justin Wong

“C

asa” is the Portuguese term for home, and
this concept of a Portuguese home is clearly
identifiable in Casa Lisboa, from the decor
to the food. The restaurant is designed to emulate a traditional Portuguese home, with wooden tables, reddish
brown sofas and navy blue ceramic tiles. All of this creates a warm and comforting dining environment.
Led by Executive Chef Nelson Amorim, the restaurant prides itself in serving authentic Portuguese cuisine, following traditional recipes and methods, albeit

in a more refined manner. The food, like the setting, is
rustic, hearty and homey – the same dishes one would
expect to find at a normal Portuguese family kitchen.
Generous portions and beautiful plating further
enhance the Portuguese experience.
The restaurant's dedication to traditional Portuguese cuisine has won over numerous Portuguese
expats missing the taste of home, and garnered rave
reviews, including a recommendation from the prestigious Michelin Guide.

Bruno Lannes looks into the evolving behavior of Chinese shoppers in today’s challenging environment

T

he growth of the fast-moving consumer goods
(FMCG) market continued to slow in China
in 2013. Fierce competition among brands and
thriftier shoppers mean that marketers can no longer
grow a brand just by riding a category wave. Gaining
market share is imperative, and market penetration is
the primary way to achieve it.
For the third year, Bain & Company partnered with
Kantar Worldpanel to study the shopping behavior
of 40,000 Chinese households. Our unconventional
approach assigned research participants with barcode
scanners to determine what they actually purchased, as
opposed to what they said they had purchased.
We studied 106 FMCG categories and analyzed in
detail 26 categories spanning the four largest consumer
goods sectors: personal care, home care, beverage and
packaged food, which account for more than 80% of
China’s FMCG market in value. Our study helped us gain
invaluable insights into how shoppers make purchases in
these 26 important consumer goods categories.
Building on the research we began in 2012, we continue our exploration of the major trends affecting China’s FMCG market:
 Continuing deceleration of China’s FMCG market
across sectors and all city tiers
 Fewer store visits to offline retailers as online commerce boomed
 Foreign brands’ continued loss of aggregate share to
Chinese brands for the 26 categories we analyzed
China’s decelerating FMCG market
Growth continued to slow across all the FMCG sectors we studied – packaged food, beverage, personal care
and home care – and across all city tiers, though lowertier cities grew at higher rates. In higher-tier cities, which
are still the primary markets for FMCG, growth declined

from 2012 to 2013 compared with growth from 2011 to
2012. In Tier 1, it dropped from 8.6% to 3.5%; in Tier 2,
from 10.7% to 7.4%; and in Tier 3, from 12.4% to 8.4%.
FMCG growth, which was 15% nearly three years
ago and around 12% in 2012, slowed to 4.6% in the
first quarter of 2014. That trend suggests mid-singledigit growth ahead – though China’s annualized FMCG
growth still remains higher than growth in many other
Asian markets.
One reason for the deceleration: The pace of premiumization slowed noticeably. In the past, the FMCG market grew as a result of price increases, new product innovations and the introduction of more premium SKUs
at higher price points. With premiumization slowing,
price increases fell sharply across all four sectors.
The good news is that volume growth across sectors
remained stable with the exception of packaged food.
In the beverage sector, volume growth increased from
2.7% to 3.9%. For both personal care and home care,
the 6% growth in 2013 was similar to that in 2012. And
in packaged food, growth decreased from 5.5% to 2.6%,
because an unusually long, hot summer affected sales.
Though the growth of disposable income and annual
spending per household decreased, according to China’s National Bureau of Statistics, the number of urban
households steadily increased at 2.6% per year, contributing to volume growth.
Challenging offline and booming online
Offline shopping channels represented 97% of all
FMCG purchases, as purchasing behavior continued
to shift toward modern trade, which mainly includes
supermarkets and hypermarkets.
Modern trade accounted for more than 50% of
FMCG market value. Growing at a brisk 10% per year,
it has surpassed traditional trade in scale and growth,

© ROZA | DREAMSTIME.COM

gradually taking more share in purchase occasions and
spending – a trend consistent across all city tiers.
Hypermarkets saw store visits per household decline
in the past two years, from 26 visits per year per household in 2011 to 25 visits in 2012 and 2013. Smaller modern trade formats – supermarkets, convenience stores
and personal care stores – saw no decrease in visits at
23 per year per household. Declining hypermarket visits, however, were offset by larger package size and with
increased car ownership in major Chinese cities making it convenient for shoppers to purchase and transport
larger items.
Another reason hypermarket visits declined: The
growth of prepaid cards for retail use slowed. Prepaid
cards, which are given to Chinese consumers as public
welfare or as gift cards, are used mainly in hypermarkets,
supermarkets and department stores. The slowdown in
their use was the result of the Chinese government’s anti
corruption efforts targeting card misuse.
The online FMCG channel, though nascent, is booming, as Chinese shoppers are more willing than shoppers in other markets to use their smartphones and PCs
to make purchases. As a result, China is now the No.

1 digital retail market in the world in both value and
penetration, with momentum expected to continue. All
106 categories we studied enjoyed high online growth
– 42% overall. Young urban households in higher-tier
cities with incomes of more than RMB7,000 per month
make up the largest percentage of e-commerce shoppers. Consistent with previous years, baby products and
beauty products are highly penetrated categories with
high online value share.
Chinese vs. foreign brands: Winners and losers
Fierce competition from Chinese companies in 2013
resulted in foreign brands losing overall share across the
26 categories we studied in detail. But the picture is different by category: While foreign brands lost share in
many categories, including carbonated soft drinks, skin
care, juice and infant formula, they achieved marginal
share gain in some categories, such as hair conditioner
and biscuits.
Nonetheless, on balance, 60% of the foreign brands
we studied lost share this year; many even lost share
in the categories in which foreign brands experienced
overall share gains. The share loss occurred across all

city tiers – even higher-tier cities, where foreign brands
enjoyed a relatively strong presence.
As one could expect, this change in market share is
driven by change in penetration.
Implications: The market share imperative
As Chinese shopper behaviors continue to shift and
evolve, marketers can no longer coast by simply riding a
category wave. Growth must come primarily from share
gain. And penetration change is the most important way
to achieve share change. Marketers must drive penetration to gain market share.
Building penetration depends on continually building brand consideration – the percentage of consumers whoconsider your brand for a purchase occasion
– which in turn helps increase penetration. The steady
path for earning consideration and penetration requires
investment in three brand assets:
 Memory structures. By using the full range of abovethe-line (ATL) and below-the-line (BTL) marketing
touch points, marketers can anchor a brand in consumers’ long-term memories. Winning companies
broadcast distinct, memorable messages to the largest
possible swath of consumers.
 Product portfolios. Too many brands and SKUs can
result in ineffective advertising, shopper confusion
and other perception woes that erode penetration.
Surprisingly few innovations result in increased penetration. They fail at a high rate and distract marketing and commercial teams from supporting core
SKUs. Winning brands identify critical “hero” SKUs
that have the highest potential to win with shoppers.
 In-store assets. Once you target the most important
SKUs, it’s essential to adequately invest to activate
them at the point of sale and ensure they’re always
available at the right place on the shelf. Leading companies identify which store assets are critical to own
in their category.
Given that China is now the world’s No. 1 digital
retail market, marketers – especially those in the leading online categories – will benefit from developing an
e-commerce business model. The online channel can be
used as an incremental channel to further build these
three brand assets and expand business, while minimizing cannibalization with offline channels.
Though e-commerce is booming, offline channels
are still the main battlefield. It’s critical for marketers
to maximize offline business potential by leveraging
online traffic through effective digital marketing and
integrated solutions – what’s known as “O2O” (online
to offline).
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China in Focus
Cathy Jiang, Partner of
PricewaterhouseCoopers Limited,
spoke at the China Committee’s
meeting on July 9 on the latest
updates on the Mixed Ownership
Reform of State-owned Enterprises
in China. She also shared her
insights on how the reforms would
provide business opportunities for
Hong Kong companies. At the
meeting, Edmond Yue was
re-elected as Chairman, while PC
Yu, Petrina Tam, Dr Eden Woon and
David Hsu were re-elected as Vice
Chairmen.

A 19-member delegation from
Hebei Development Zone led by
Hu Ren, Director of Development
Zone, Hebei Department
of Commerce called on the
Chamber on July 16. Dr Eden
Woon, China Committee Vice
Chairman welcomed the visitors
and exchanged views on future
business cooperation between
Hong Kong and Hebei.

Twenty-four members visited the NTT
Communications Hong Kong Financial Data
Centre in Tseung Kwan O on June 26 to learn
about its special features, facilities and services
offered to financial services institutions.

The Government’s Land Supply Strategies
Paul Chan Mo-po, Secretary for Development, spoke at the Chamber’s Town
Hall Forum Series: Meet the Ministers, on July 3 to a packed house. He
outlined how the Government plans to sustain Hong Kong’s status as an
international financial and business centre, as well as how it will address the
challenges facing Hong Kong. The Chamber regularly organizes Town Hall
Forums to allow members and ministers to candidly exchange views. To
encourage a free-flowing dialogue, these events are exclusively for members
only, and follow the Chatham House Rule.

Twenty-seven members visited the Hong
Kong Internet of Things Centre of Excellence
on July 8 to learn about the various ways
that radio-frequency identification (RFID)
tags can be used in various businesses.

Stephen Crosswell, then Legal Committee
Vice Chairman, spoke at the Economic
Policy Committee’s meeting on June 17 on
developments relating to the Competition
Commission and the Competition Ordinance.
At the meeting, Dr Mark Michelson was
returned to office as chairman, as were
Tony Miller and Peter Churchouse in their
capacities as vice chairmen.

The Chamber sent a submission to the
Financial and Treasury Services Bureau on
June 17, welcoming the introduction of a
new open-ended fund company structure.
The initiative of increasing the type of funds
available to investors and providing more
flexibility in establishing and operating
funds in Hong Kong would further enhance
Hong Kong’s competitiveness as an
international asset management centre.
We stressed that the framework should be
weighted towards investor protection.
Cindy Chen, Head of Securities and
Fund Services of Citibank NA Hong
Kong, shared her insights on the recently
announced initiative on two-way share
trading between Hong Kong and
Shanghai at the committee’s June 18
meeting. Weber Lo was also re-elected as
committee chairman at the meeting, while
Agnes Chan was re-elected vice chairman.
Shu-Pui Li, Head of Financial Infrastructure
Development of the Hong Kong Monetary
Authority, introduced the key features of the
e-cheque, its security measures and its operating
model, at the Chamber’s roundtable luncheon on
June 23. (See full story elsewhere in this Bulletin).

Chamber CEO Shirley Yuen attended the French
Chamber of Commerce’s gala dinner on May 30
as a guest of Teresa Cheng, Chairman, Hong Kong
International Arbitration Centre. Yvonne Choi, Former
Permanent Secretary for Commerce and Economic
Development (Commerce, Industry and Tourism), and
former colleague of Yuen, also attended the dinner, which
was the perfect opportunity for the three executives to
exchange news and views.

Dr Cheung Nim-kwan, Chief Executive
Officer of the Hong Kong Applied
Science and Technology Research
Institute, spoke at the Industry &
Technology Committee’s meeting
on July 7 about recent R&D trends
in information and communications
technologies. During the meeting,
K C Leung was re-elected as
chairman, while Nature Yang, Emil Yu
and William Lai were re-elected and
elected as vice chairmen, respectively.

The HKGCC Judging Panel interviewed
nine shortlisted companies of the 2014
Hong Kong Awards for Industries:
Innovation and Creativity on July 10 and
decided on the nomination of finalists.

Members exchanged views with and received updates
from Competition Commission representatives Rose
Webb, Senior Executive Director, Philip Monaghan,
Executive Director (General Counsel), and Timothy Lear,
Executive Director (Operations), at the committee’s
meeting on June 20. Stephen Crosswell was elected
committee chairman at the meeting. He succeeds William
Brown, who retired after having served as committee chair
for three years. The vice chairmen are, respectively, Peter
Caldwell, Kenneth Ng and Giles White.

K C Kwok, Competition Commission Member, explained
to members the role of the commission, as well as
highlighting key elements of the Competition Ordinance at
a roundtable luncheon on July 7. He was accompanied by
the commission’s Wendy Thian and other colleagues.

The Legal Committee made a
submission on July 10 in response to
the Department of Justice’s request for
comments on its Consultation Paper on
the Arbitration (Amendment) Bill 2014.

Ian Strutton, Director of Experis Hong Kong, and Stephen
Smith, Principal Consultant of Right Management,
presented their employment outlook for the third quarter
in Hong Kong during the Manpower Committee’s meeting
on July 15. They expect hiring to be strong in the services,
finance, insurance & real estate sectors. Meanwhile,
talent shortages, skills mismatches, and weak leadership
pipelines continue to be the key manpower challenges
facing companies. At the meeting, Nicholas Sallnow-Smith
was elected as the new chairman succeeding Matthias Li,
who led the committee for three years. Nancy Chan and
Albert Wong were both re-elected as vice chairmen.

James Kwan, Partner of Baker &
Mckenzie, gave some advice on
drafting an effective arbitration clause
during the Chamber’s June 25
seminar on “Negotiating Arbitration
Clauses – A Practical Guide.” Joe
Liu, Assistant Managing Counsel and
Aditya Kurian, Counsel of the Hong
Kong International Arbitration Centre,
followed by offering practical tips
for drafting arbitration clauses with
parties from Mainland China and India,
respectively.

Jeremy Choi, Partner, Tax Services,
and Emily Chak, Senior Manager, Tax
Services of PwC, spoke on Cross-border
Transactions and Tax Planning in the
Selection of Asia Business Hubs on June
19. He provided an overview of business
hubs in Asia, highlighting their similarities
and differences, and how to companies
should structure cross-border transactions
via these platforms for regional tax planning.

Yoshio Ishizaka, Advisor of Toyota Motor
Corporation, one of the pioneers behind Toyota’s
success, gave an inspiring presentation at the
“Lunch & Learn Session” on June 27 about the
Toyota Way, which covered everything from sales
and marketing to integrating innovative designs
for improved safety and energy efficiency (see full
story elsewhere in this Bulletin).

Ling Chi Tack, Assistant Director
of Planning / Technical Services
of Planning Department, updated
members at the committee’s June
18 meeting on the organization and
functions of the Town Planning Board.
Peter Churchouse, Simon Davies
and Ricky Wong were re-elected as
chairman and vice chairmen of the
committee, respectively.

W C Chan, Head of the Business
Facilitation Division of the Financial
Secretary’s Office, met with the Retail
& Tourism Committee on June 20
to discuss how his division helps
businesses, such as cutting red tape,
removing outdated or unnecessary
regulations and enhancing regulatory
clarity, efficiency and consistency.
During the meeting, P C Yu was
re-elected as the committee chairman,
while Sylvia Chung and Frank Lee were
re-elected as vice chairmen.

William Wong, Vice Chairman of the
SME Committee, represented the
Chamber to attend the inauguration
ceremony of the “Unity of HKSME” on
June 18.
Dr Lewis Luk, Senior Associate of P.C.
Woo & Co., updated members on the
Competition Ordinance and related
issues, during the SME Committee’s
meeting on June 25. The Hon. Jeffrey
Lam, LegCo Representative, also
shared his views on issues affecting
SMEs. William Wong, Roy Ng and
Norman Yeung were elected and
re-elected as chairman and vice
chairmen of the committee, respectively.
Dr Cliff Chan, former Chairman of the
SME Committee, attended the Judges
Welcome Lunch for the Enterprising
Hong Kong Awards, organized by the
South China Morning Post on July 7.

Ocean Park Corporation hosted
an educational visit for 28 students
from The Mission Covenant Church
Holy Glad College on July 3 to its
Veterinary Centre, Environmental
Laboratory and Clinical Laboratory
Department to learn about animal
and environment conservation.

Twenty two students from Carmel Divine
Grace Foundation Secondary School
visited CLP’s Nuclear Resources Centre
on July 7 to learn about nuclear energy
and its latest development. Helen Chee,
Acting Human Resources Manager
– Talent Development, gave a talk to
another group of students on July 8
about CLP’s culture and career path,
followed by a guided tour to the Castle
Peak Power Station.

General Committee member Manohar Chugh hosted a luncheon on July 24 to thank
former Chairman CK Chow for all his hard work and contributions to the
Chamber over the past two years, and to welcome the Chamber’s
new Chairman YK Pang. Past Chamber Chairmen, General
Committee members, Committee Chairmen, and Consuls General
also attended the luncheon held at Hong Kong Football Club.

Francis Lee was elected Chairman of
the Taxation Committee at its meeting
on June 24, following the retirement of
David Hunter. Lee will be assisted by
three vice chairs, namely, Grace Tang,
Yvonne Law and Claus Schuermann.

Ricky Tam, Ernst & Young Executive
Director, spoke at the Chamber’s
June 30 roundtable luncheon on
“Major tax considerations on intragroup amalgamation, share buy-back
and capital reduction under the New
Companies Ordinance.”

A lunchtime briefing was held on July 8 concerning the latest developments
with US’ Foreign Account Tax Compliant Act, otherwise commonly referred
to as FATCA. Ms Sharon Lam, Partner, International and M&A Tax Services
at Deloitte, provided a detailed round-up of developments on the Foreign
Account Tax Compliant Act (FATCA) at the Chamber’s July 8 roundtable
luncheon. Lam also discussed Hong Kong’s Inter-governmental
Agreement with the U.S., which was expected to be concluded
later this year.

Sean Colvin, Partner, Customer
Impact Consulting of PwC Hong
Kong, spoke at the Chamber’s
roundtable luncheon on July 2 about
“The State of Customer Experience in
Hong Kong” see our detailed report.

Sean Colvin, Partner, Customer Impact
Consulting of PwC Hong Kong, briefing
members at the Committee meeting
on July 2 on the result of a survey on
customer experience conducted jointly
by HKCSI and PwC. Assistant Director
General of Trade and Industry Howard
Yam also updated members on the
development of the WTO Doha Round
and the Trade in Services Agreement.
At the meeting, Leland Sun and Dr
Mark Michelson were re-elected
Chairman and Vice Chairman of the
committee respectively.

Urging Hong Kong Citizens
Against Participating in Occupy Central

L

eaders of local business Chambers expressed their
concerns about the Occupy Central demonstrations at a joint press conference held at the Chamber on July 28. They urged citizens to understand and
take into account the potential adverse impact on Hong
Kong on a number of levels, from safety, traffic congestion and disruption to local businesses, to far wider
repercussions on Hong Kong’s reputation in the international community.
“Our fundamental concern is the potential for disruption that may result from the Occupy Central demonstrations,” HKGCC Chairman YK Pang said. “It is
not our intention today to comment on the proposed
electoral reforms or to influence the debate on universal suffrage, and we respect every Hong Kong citizen’s
right to express their views and opinions. We urge the
organisers to pursue other, more constructive channels
to further their cause rather than to engage in demonstrations which could be quite damaging to everyone in
Hong Kong.”
In addition to potential safety issues , the demonstrations will cause traffic gridlock in and around the Central
Business District, which would not only impact office-

goers during their daily work commute, but also small,
local business owners who depend on walk-in customers,
the elderly who rely on transportation to day care centers,
individuals who require medical assistance and the territory’s ambulance, fire brigade and other emergency services. Any gridlock in Central can soon spread to the rest
of Hong Kong and cause disruptions everywhere.
Stanley Lau, Chairman of Federation of Hong Kong
Industries, said, “Occupy Central may gravely affect
retail businesses in Hong Kong. Employees will be subject to travel disruptions, which will likely increase their
commute and may lead to lateness. Tourists are likely
to avoid areas affected by the demonstrations, reducing
foot traffic, leading to a loss of potential sales.”
According to data from the Census and Statistics
Department, consumer spending in Hong Kong decreased
to HK$343,962 million in the first quarter of 2014 from
HK$359,900 million in the fourth quarter of 2013. While
second quarter data is yet to be published, the additional
pressure of the Occupy Central movement will likely have
a significant negative impact on third quarter consumer
spending and the earnings and livelihood of Hong Kong
citizen working in the retail sector.

Stewart Leung, Chairman of The Real Estate Developers Association of Hong Kong Executive Committee,
added, “Occupy Central will not just affect businesses
operating in Central, it will have grave impact on the
entire economy and people’s livelihoods as Hong Kong’s
hard-earned reputation of an investment destination of
choice will be tarnished. This is just too great a risk that
we cannot afford to ignore.”
Dr Charles Yeung, Chairman of The Chinese General Chamber of Commerce, said the Occupy Central
movement will not only be an impractical way for all
parties to communicate, but will also negatively impact
the economy and business environment of Hong Kong,
as well as the livelihood of our citizens. “The movement
will be detrimental to the overall development of Hong
Kong, and I hope that Occupy Central participants will
not disregard others’ opinions to act out on their own.”
Jimmy Ng, Vice President of the Chinese Manufacturers’ Association of Hong Kong, echoed his views:
“To those who are organizing and planning to participate in Occupy Central, we urge careful and considered thought around the potential implications of your
actions.”

Meet YK Pang
T

he Chamber’s new Chairman Y K Pang hosted
a cocktail reception at Club Lusitano on July 14
to meet fellow members. In his brief speech,
Y K spoke about his background as well as the
recent work of the Chamber, before getting back
to chatting with members. Over 130 people
attended the event, including General Committee
members and Committee Chairmen.

Thailand’s Path Ahead
Thailand’s return to stability is being welcomed by businesses, reports guest writer Justin Wong

P

rior to Thailand’s Coup d’etat
in May, the country was in
political and social chaos.
“You were either a red shirt, yellow
shirt or no shirt,” said Niasinn Lamsam, first Vice President of Kasikorn
bank. “You had friends fighting with
friends, and family members fighting with each other over politics,”
said Kalin Sarasin, Secretary General of Thai Chamber of Commerce
and Board of Trade of Thailand.
Now, though, both men stressed
at the Chamber’s roundtable lunch-

eon on Thailand on June 25 that the
country is getting back to normal
and people, in general, are relieved
normality has been restored.
“People are not fighting anymore,” said Sarasin. “We are all
patriots now.”
The new government, National
Council for Peace and Order
(NCPO), is seeking to restore
confidence among Thais and foreign investors. Sarasin explained
NCPO has consulted several business organizations in the country,
including the Thai Chamber of
Commerce and Board of Trade of
Thailand, to identify the core issues.
Based on their recommendations,
the interim government has developed a three-phase plan to restore
confidence and trust. This involves
establishing special economic zones,
forming free trade agreements and
improving social services, like education. Sarasin also stressed that the

country is committed to tackling
corruption, which has long been the
spark of unrest.
“We must execute such plans correctly. That is the most important
thing. We must restore confidence
amongst foreign investors,” he said.
The Thai economy was heavily
affected by the long political standoff between the interim government
and the opposition parties prior to
the military coup. According to the
Financial Times, the Thai economy
contracted by 0.6% in the first quarter of 2014, and that the 3% fall in
consumer spending during the coup
slashed imports by 14.8%. Vital
industries were also affected, with
tourism decreasing by nearly 6%.
With the return of stability however, Sarasin believes that Thailand’s
future is bright, as the NCPO government is already strengthening
trade relations with other members
in South East Asia, and China.

Businesses must put more
emphasis on satisfying
customers’ hunger for better
services, reports guest writer
Justin Wong

The State of
Customer
Experience in
Hong Kong
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C

ustomer experience is core to
the strategy of 93% of Hong
Kong companies, but there
is a big divide between what companies believe they are providing in
quality of service performance to
the experience customers actually
receive, according to PwC’s Customer Experience Survey 2014, carried out in collaboration with The
Hong Kong Coalition of Service
Industries, The Hong Kong General
Chamber of Commerce’s service
think tank.
Sean Colvin, Partner and Customer Impact Consultant for PwC,
revealed the findings of the survey
at a Chamber roundtable luncheon
on July 2. “Some 54% of Hong Kong
consumers said they are dissatisfied
with the service they receive,” he said.
Ironically, the survey revealed
that 60% of companies believe they
are performing above their industry
average. This is in stark contrast to
6% of consumers who rated strong
satisfaction with the level of service

received. In Hong Kong, 54% of
consumers are dissatisfied with customer service: these consumers are
the most inclined to switch brands.
With over 90% of Hong Kong’s
GDP in the service sector, delivering high quality customer experience
is a critical factor to maintain Hong
Kong’s competitiveness in the region.
“If companies focus more on
the needs of customers, there is
immense opportunity for revenue
uplift for companies who lead and
innovate in customer engagement,”
said Colvin. “With online transparency making it harder to compete
on price and foot traffic alone,
companies need to move beyond
customer acquisition and keep pace
with changing consumer expectations by providing a differentiated
customer experience strategy.”
The New Consumer
Traditionally, firms put less
emphasis on service, and instead
focused on quality output and effec-

tive marketing to win customers. As a
result, interactions between firms and
consumers were kept at a minimal.
However, that is changing rapidly.
“Social media and mobiles, internet, big data and innovation are the
four megatrends resulting in firms
placing a higher emphasis on the
quality of their services,” said Colvin.
This creates a new dynamic between
firms and consumers, because businesses are now instant, responsive
and accessible by the customer
through a click of a button.
Colvin told members that these
megatrends are more prominent
amongst Hong Kong and Mainland consumers than their Western
counterparts. Asian consumers, he
said, are more plugged-in to social
media and display a higher dependency on mobile internet. “We call
customers like these data natives,”
joked Colvin. “They are technologically savvy, expect more from their
purchases, and will use technology
to reflect their demands.”

Low customer satisfaction figures indicate a worrying situation
not only for firms, but also for Hong
Kong as well. The service sector is
the most critical factor in Hong
Kong’s competitiveness, contributing over 90% of Hong Kong’s annual
Gross Domestic Product (GDP).
Enhancing customer experience
should be a priority for Hong Kong
firms, but with firms failing to provide satisfactory services, customers
are turning to Hong Kong’s regional
rivals to provide acceptable experiences for them. PwC research shows
that more than half of the customers felt Shanghai provided better
customer services, while nearly 90%
of customers agreed that Singapore
and Tokyo provided superior services. The loss of potential custom-

ers, especially to regional rivals, can
greatly decrease the competitiveness of Hong Kong’s service industries, and this would also negatively
impact Hong Kong’s total GDP.
The Value of Customer Services
To highlight the importance
of customer service, Colvin said
research shows that when consumers experience good customer service, 98% of them will be willing to
buy again, while 96% of customers
would spread the word to their families and friends. “It is the opposite
outcome for bad customer services,
as 97% of them would warn family and friends against the firm and
78% of customers would not buy
again after negative experiences,”
he said. “More importantly, 73% of

customers are willing to pay more
for better customer services.”
Creating Customer Engagement
The findings show that Hong
Kong companies are still at the early
stages of their customer transformation process, as a large number
of companies still do not see a need
to change their current services,
ignorant of the shift in customer
demands.
He stressed that customers are no
longer solely focused on the quality
of the commodity they purchase.
Instead, other factors, such as service and customer experience are
crucial. To facilitate firms provide
better services, Colvin shared six
tips with attending Chamber members.

Tips to Improve Your Firm’s Customer Services
Listen, Act and Measure. Continuously collect customer
feedback from all levels (Social Media,
Telecommunications etc.) and utilize it. Firms must set
up listening platforms.
Analytics Everywhere. Firms are encouraged to set up
analytic Centres of Excellence that aim to provide a clear
roadmap to achieve business goals, and utilize data
findings in experience design processes.
Innovate the Customer Experience. Firms should
innovate the customer experience. They should examine
their experience process from end-to-end and identify
key moments. From key moments, they should establish
new ways of working.
Embrace Digital and Social. Embrace digital strategies,
as Hong Kong customers want to interact with
companies through digital channels.
Engage Employees. Engaged staff are passionate about
providing optimum customer services for the company.
To create engaged staff, the employer must grant them
more individual power, immerse them in the desired
customer experience and reward them.
Inspired Leadership. Customer must be at the core of
company culture. To do so, it is important to establish a
C-level ownership (e.g. chief customer officer), and use
that position to interact with customers and build
customer leadership capabilities

Welcome
New Members!

C

hamber CEO Shirley Yuen
hosted a cocktail reception on
July 10 for new HKGCC members.
She introduced the wide spectrum
of the Chamber’s work and services, as well as the benefits that
companies can enjoy now that they
are members. General Committee
member K K Yeung, Gary Ahuja and
Peter Tse of the Membership Committee, and senior staff welcomed
members and explained how they
can benefit from becoming actively
involved in the Chamber.

The Cost of Paper Cheques

A

s a leading business and financial hub, we like to
pride ourselves on being one of the most efficient
economies on the planet. Sneaking a peek into
bank and businesses’ back offices, however, tells a different story. The millions of financial transactions that take
place in Hong Kong between companies on a daily basis
cost billions of dollars every year to process.
Li Shu Pui, head of the Financial Infrastructure
Development Division in the Hong Kong Monetary
Authority (HKMA), said companies, especially banks,
are eagerly seeking new payment methods to boost efficiency and reduce costs.
One option is e-cheques. Li told members at the
Chamber’s June 23 roundtable luncheon that the
e-cheque – an electronic, internet-based cheque that
offers the same range of services as a physical cheque,
but without the hassle and high processing costs – is the
answer to such issues.

“There are a few main objectives on developing electronic cheques,” explained Li. “The first is to address the
large number of paper cheques that the banking sector
must issue and process. Each paper cheque costs HK$15
to $17 to process. Over 500,000 cheques are processed daily
in Hong Kong, which ultimately means banks pay around
HK$1.7 billion each year just to process transactions.”
He pointed out that the half million number is just for
Hong Kong dollar cheques. Faced with growing demand
for RMB transactions, banks need to seek new alternatives to cope with a potential flood of RMB cheques.
“Secondly, physical cheques come with high environmental costs, as they are paper based. They are
also labour intensive, requiring physical delivery and
presentment. So this begs the question: why not make
cheques an electronic instrument? That way it can
reduce processing costs, increase efficiency and protect
the environment.”

Better than the real thing?
E-cheques possess the same benefits as physical
cheques, but they can also be easily issued, delivered and presented electronically. As it is a bill of
exchange supported the Bills of Exchange Ordinance
(BOEO), it is secure, monitored and legal. Payers
“sign” the e-cheques using Public Key Infrastructure (PKI) technology, which are authorized by the
payer’s bank.
Li added that a key benefit of using e-cheques is
that they also have the potential to expand transactions across more businesses and sectors. As they
are issued online, they transcend physical boundaries, which will facilitate monetary transfers all over
Hong Kong and the world.
“E-cheques remove the physical limitations of
paper cheques, because transactions can be completed -- as long as there is internet access. There is

virtually no cost for banks to process e-cheques, as they
require no manual labour. This greatly reduces operation costs and margins of error. Finally e-cheques are
very secure with PKI security system,” Li explained.
Li claims that with current technology, it is impossible to generate a fake e-cheque, because they require a
two-step authentication process. In addition to banks
maintaining an e-cheque issuance record, users would
have a virtual cheque book that prevents unauthorized
usage.
HKMA is developing an e-cheque system with most
banks supporting the plan, which is expected to come
into operation in the second half of 2015. “The banking sector is expressing a high degree of interest in
e-cheques, which is a first,” he joked.
“There is a role for innovative payments in Hong
Kong, and the e-cheque is an exciting development for
all of us,” he concluded.

T

hirty members toured the Hip
Shing Hong’s head office on
July 3 to see how environmentally-friendly office space in the heart
of Hong Kong can yield positive
returns for the company and its staff.
Founded in 1948, the property
developer’s success is built on limiting its impact on the environment
by using state of the art green technologies and building materials.
“Multiple measures have been
imposed to prevent the wastage
of energy & resources,” said Jason
Sham, Head of Building Technology
& Sustainability & Works Department, Hip Shing Hong (Holdings)
Co. Ltd. “We recycle, reuse and
conserve by reducing our usage of
everything from paper to electricity.
In 2011, we used 34% less electricity than the year before, and cut our
paper consumption by 25%, saving
around 2.3 tons of paper.”
LED lights and electronic monitoring systems have contributed
to its lower power bills, but it also
encourages staff to conserve more
resources through posters and
recycling bins in its office.
Sham explained that a green
office can help firms reduce
costs. “For example, we have
a special 3M film covering
our windows that allows the

light to pass through, but not the
heat. So we can cut down the consumption on air-conditioning. Our
LED lights in corridors automatically dim when no individual is present, which also reduces electricity
usage. While the initial investment
may seem costly, the payback period
for investing environmentallyfriendly equipment is short,” he said.
Dr William Yu, Founder and
CEO of the World Green Organisation, also gave a presentation to
members that businesses can play
a part in safeguarding the world’s
depleting resources.
“Companies and individuals can
start with small projects. Simple yet continuous small acts such
as reminding employees to switch
off lights and their computers after
work can have a profound impact
on environment conservation,” he
explained.

Contemporary Art Appreciation

C

hamber members enjoyed a
relaxing afternoon touring
the Mapping Asia Exhibition
organized by the Asia Art Archive.
Claire Hsu, Co-Founder and Director of the Asia Art Archive, showed
members significant works of art
and explained the intricateness of
contemporary art.

Demand for contemporary art
in Hong Kong is soaring. The city
is currently the third largest market in the world for contemporary
art. Firms like Sotheby’s have been
enjoying record sales in recent years.
However, high demand results in
a market-led appreciation of art,
where the quality of each piece is
judged by its price, said Hsu.
The Mapping Asia Exhibition
attempts to define Asia beyond

territorial and spatial boundaries
through a collection of artwork,
ranging from Han Dynasty ceramics to modern photography and
films. It demonstrates that each
piece of artwork has a unique story
and contains elements of foreign
influences, proving that art is interactive and transcends imposed
boundaries. The exhibition is
open to all and will continue until
August 16.

at the Asia Art Archive

T

wenty-seven members visited
the Hong Kong Internet of
Things Centre of Excellence
on July 8 to learn how radio-frequency identification (RFID) technology is revolutionizing supply
chain management.
RFID is not just a replacement
for barcodes, but facilitates the
delivery of goods to the right place
at the right time, while minimizing
the chance of errors. The technology provides real-time information for suppliers and customers to
monitor the delivery process.
In the garment industry, various
elements that go into producing a

jacket have to be counted several
times in the manufacturing process
to ensure factories have the right
quantities. Traditionally, these are
counted manually. RFID tags and
readers makes it possible to count
all parts in seconds.
As RFID tags can be small, pharmaceuticals, lab samples, wristbands and other medical equipment
can be tracked and traced efficiently.
RFID products in the medical field
are minimizing the risk of medical
mistakes and faults. Tagged products enable manufacturers to minimize the chance of counterfeit drugs
as well as trace surgical equipment.
As companies know exactly when
and where their goods go, the resulting data provides valuable data.
Retail store operators have a realtime window on inventory management. Data analytics can also pinpoint the best-sellers and alert managers to potential product abnormalities, such as products which
are frequently taken off shelves by
customers but eventually not purchased. In addition, besides sending
automatic out-of-stock alerts, RFID
can also minimize shop-lifting.

Failsafe Data Centre

T

he first phase of NTT Communication’s Hong Kong
Financial Data Centre in
Tseung Kwan O recently came
into operation. Phase two will be
completed in 2015, and once fully
operational will occupy 70,000 sq.
m., and have the capacity to house
6,000 racks. This data centre is the
first Tier-IV data centre in Hong
Kong, and has been constructed to
withstand earthquakes, electricity
blackouts and fire.
NTT Com Asia Ltd has three
data centres in Hong Kong at Kwai
Chung (Tier-II) and Tai Po (TierIII), which serve SMEs and multinational corporations, respectively.
To learn more about the latest centre, the Chamber’s DIT Committee
organized a site visit to
the facility on June 26.

According to Steven So, VP of
Data Centre Business, Cloud Business Division of NTT Com Asia Ltd,
‘Uptime Institute’s Tier Classification System’ is commonly used to
evaluate data centre infrastructure,
with a Tier-IV data center being
the most robust and less prone to
failures. It is designed to host mission-critical servers and computer
systems, including those for financial services institutions, military
and medical operations, with fully
redundant subsystems such as cooling, power, network links and storage, and compartmentalized security zones controlled with biometric
access control. At the other end of
the spectrum are basic Tier I data
centres, whose clients are mostly
SMEs.
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Resource Management and E-commerce
Executives from Guangzhou Light Industry and Trade Group Limited visited Hong Kong to explore
opportunities to learn and grow their e-commerce business operations

F

orty five delegates from the
Guangzhou Light Industry
and Trade Group Limited
attended a five-day training workshop organized by Chamber Services
Limited, the subsidiary of HKGCC,
and the Guangzhou Municipal Science and Technology Progress Fund
(GMSTPF). Delegates attended seminars and visited well-known Hong
Kong companies during the five-day
workshop, which focused on global

developments in the fast-paced
e-commerce market and emerging trends. Delegates visited famous
Hong Kong companies, such as Li
& Fung and Yue Hwa, to hear firsthand how their theories and practices could be applied in the Group’s
operations. E-commerce governance
was also a core component of the
workshop.
“I truly hope that delegates have
learned a great deal from this work-
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shop, and most importantly, that
you can apply the techniques and
know-how in your own operations
to help your business grow,” Chamber CEO Shirley Yuen told delegates
at the closing ceremony.
Chamber Services Limited regularly organizes quality training
programmes for various organizations covering topics like global
business management, corporate
social responsibility and finance.

The company aims to help corporate
management stay ahead in the everchanging market trends by providing
them with the up-to-date business
information. It invites leaders from
academic fields and multinational
corporations to speak at its training
workshop and share their insights,
which contributed to Chamber Services Limited’s reputation for organizing uniquely pragmatic training
programmes over the years.
1
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The Subject of Law

T

he rule of law is the cornerstone of Hong Kong’s economic success and social stability. But what does it entail? How
does our legal system work and
what cases qualify for being judged
in a court? These were just some of
the questions that students asked
during a visit to Sun Lawyers for
20 Chan Shu Kui Memorial School
students as part of the BusinessSchools Partnership Programme
organized by the Chamber.
Szeto Wai Sun, Senior Partner
of Sun Lawyers gave students an
introduction to the rule of law and
the structure of Hong Kong’s judiciary system. Szeto highlighted the
underlying principle of common
law that a person is presumed innocent until proven guilty. Chan Wing
Leung, Partner of Sun Lawyers,
brought up a few common teenage criminal offences and reminded
students to be careful to not commit
such offences.
Two of the firm’s trainee solicitors shared their experiences with
students, who were eager to hear
about the trainee’s experiences
when studying law at university.
“At university, we studied the legal
principles and read different case
laws. We gained valuable experience
when appearing on behalf of clients
in court’s chambers during our twoyear trainee period,” said trainee
Kang Wan Mandy .

“Persistence is important when
studying law and to become a lawyer. I read the dictionary everyday
in order to improve my English
vocabulary,” shared Tse Hing Min
Andy, another trainee. They gave
practical advice to students who are
interested in studying law.
On their second visit to the firm,
students were given a guided tour of
the Kwun Tong Magistrates’ Courts
to experience how justice is served
in real cases.
Szeto explained the structure
of the courtroom, which students
may get disillusion about from TV
dramas, and then accompanied stu-

dents to hear a real court case. Students later had the chance to talk with
Ernest Lin, Principal Magistrate, after
the court case.
“Being Principal Magistrate, we
have certain discretions, but we need to
know the scales of justice. I always need
to keep calm and critically judge cases,
but this is a rewarding job and gives me
a sense of job satisfaction,” said Lin.
On answering students’ questions
on joining the legal profession, he
said, “Firstly, you need to study for a
law degree, which is not easy. During
the long and difficult learning process,
you will learn which area of law you
want to practice.”
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