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Events

Tomorrow: British Chamber of
Commerce lunch: “20 tips for negotiating
better business deals”. British Consulate-
General.

Hong Kong Securities Institute lunch:
“Tailoring your winning edge - Achieving
sustainable wealth management
business”. Hong Kong Securities Institute.

Thursday, August 26: Canadian
Chamber of Commerce workshop:
“Environmental performance”. Hong
Kong Convention and Exhibition Centre.

Hong Kong Securities Institute lunch:
“Developments in the Macau gaming
sector”. Hong Kong Securities Institute.

Monday, August 30: Canadian Chamber
of Commerce workshop: “The Starbucks
experience: Lessons in leadership to
spark you and your business to
unimagined success”. Hong Kong Jockey
Club.

Wednesday, September 1: British
Chamber of Commerce lunch: “Preparing
to do business in China”. British
Consulate-General.

Tuesday, September 7: Canadian
Chamber of Commerce evening: “Will
cross-horder employees give rise to

corporate tax problems?” Kinwick Centre, :
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Elec-Tech promises to improve
conditions and safety for workers

Bien Perez

Household appliances maker Elec-
Tech International has vowed to im-
prove safety conditions in the work-
place and offered additional financial
compensation to those disabled by
industrial mishaps.

The Shenzhen-listed company’s
actions are a response to allegations
made in a report last week by a local
labour rights group, the Students &
Scholars Against Corporate
Misbehaviour (Sacom), about the
poor safety record at its mainland
plants, where frequent industrial
accidents have left many workers
with severed hands and fingers.

Retail chain giant Wal-Mart
Stores, a major customer of Elec-
Tech, launched an investigation into
the alleged hazardous working con-
ditions soon after learning of the
report.

The South China Morning Poston
Thursday reported that more than 60
workers had been disabled by inju-

ries sustained in industrial accidents
between July last year and June this
year at Elec-Tech’s main Zhuhai pro-
duction site, which employs a work-
force of about 6,000.

A probe by Sacom earlier this
month found the causes of the inju-
ries at Elec-Tech’s factories included
unsafe machines, inadequate train-
ing, absence of protective equipment
and pressure to work faster.

“We can hardly imagine how
many fingers, hands and arms have
been cut by the machines at Elec-
Tech over the years,” Sacom spokes-
woman Debby Chan Sze-wan said,
noting those accidental injuries were
“man-made tragedies” that could
have been prevented.

Elec-Tech, in a statement re-
leased over the weekend, said: “The
injuries at the workplace have caused
the company’s management and
staff great sorrow. We express our
sincere sympathy and solicitude to
them.”

The company, which also has fac-

It is good to know the
company will
provide additional
compensation to
victims of accidents

Debby Chan Sze-wan,
Sacom spokeswoman

tories in Zhongshan and Shenzhen,
said it would provide “the necessary
assistance, including extra financial
support, to the injured workers and
their families”.

Aninvestigation of accidents at its
factories would be conducted, it said.
Anindependent consultant has been
hired “to perform a safety audit and
come up with recommendations to
further enhance the safety measures
at the workplace”.

“We will take every action to re-
duce the occurrence of accidents in

future,” the company said. No res-
ponse was received to an inquiry on
exactly when and how Elec-Tech will
implement the additional financial
support it has promised to disabled
workers, and the safety audit.

Elec-Tech is one of the world’s
largest contract manufacturers of
small household appliances bearing
its own brands or those of clients in
Europe and North America.

Its products include toaster ov-
ens, coffee makers, deep fryers,
blenders, computer-controlled
bread makers, flat irons and outdoor
electronic grills.

Chanlast week said Wal-Mart, the
world’s largest retailer, has a respon-
sibility to ensure safe and decent
working conditions at its supplier.

United States-based Wal-Mart,
which has 187 stores in 99 cities
across the mainland, has partner-
ships with about 20,000 local suppli-
ers.

All of Wal-Mart’s suppliers must
adhere to its strict code of conduct.

Despite Sacom’s allegations,
Elec-Tech denied any wrongdoing,
pointing out that it stressed safety in
the workplace, was devoted to im-
proving its equipment, and provided
new workers “with necessary and
sufficient training”.

The company also said it followed
mainland laws regarding labour in-
surance and compensation for work-
ers injured in industrial accidents.

Sacom, however, accused Elec-
Tech of not being commiitted to the
standard of protection for workers
based on mainland laws.

The group cited as example the
continued use of old, floor pedal-
operated equipment, called “hand-
eating machines” by workers, at its
Zhuhai plant.

“Although Elec-Tech denied their
responsibility, it is good to know the
company will provide additional
compensation to victims of industri-
al accidents,” Chan said, adding that
Sacom would continue monitoring
the company.

Consultant helps companies get personal

Staff Reporter

Consultant Joseph Michelli’s book
about the rise and rise of the Star-
bucks coffee company could not
have been more ominously timed.

Described by Publisher’s Weekly
as a “paean to one of the truly excep-
tional American success stories”, Mi-
chelli’s authorised corporate profile,
The Starbucks Experience, hit book-
stores in the United States in Novem-
ber 2006 and began working its way
up a number of bestseller lists.

But three months later, Starbucks
founder Howard Schultz penned his
now famous company-wide memo,
“The Commoditisation of the Star-
bucks Experience”, which be-
moaned the watering-down of the
company’s ethos for the sake of un-
bridled growth.

Schultz’s memo marked the start
of a painful, multi-year campaign to
reverse the ill-effects of over-expan-
sion that included closing US stores
by the hundred, refocusing on Star-
bucks’ core coffee drinks and push-
ing more international expansion.

“T hit a sweet spot as far as Star-
bucks’ rise. Everything started to turn
fairly quickly thereafter,” Michelli
said last week.

“Starbucks made a lot of small
decisions that cumulatively were fo-
cused on investors and not on cus-
tomers and they paid the price,” he
said.

“Today, a lot of the money they
cut in their budgetary structure has
gone right back into the customer
experience ... they did have a loss of

Consul says for
soul for a while, but they are back on
the right path again,” he said. He has
anew book deal to write a follow up,
due out in 2012, called Revitalising
the Starbucks Experience.

Michelli’s work focuses on teach-
ing companies and their staff about
the importance of “making a person-
al or relevant emotional connection
with every customer through the way
you design the customer service de-
livery system”.

Currently on his third Asian trip

s
A

is back

since October last year, Colorado-
based Michelli’s clients in the region
include telecommunications com-
panies, carmakers, hotels and busi-
nesses with staffwho face customers.

“There are definite cultural differ-
ences here in Asia and what people
expect in terms of service and what
they’ll tolerate in terms of lack of ser-
vice,” he said.

He spends most of his time “look-
ing for ways to teach employees not
to just execute based on the checklist

on the right path. Photo: AFP

but to improvise in the direction of a
desired outcome”.

“That’s a big challenge in Asia be-
cause I think in some cases compli-
ance has been abig part of the educa-
tion system,” he said. “So when
you're talking about this model
you're actually trying to encourage
people to do more active problem
solving beyond the script, and that
canbeabit ofa challenge in Asia rela-
tive to other parts of the world.”

While many companies in Asia

fail to make a sales environment that
connects with customers, others are
almost too successful. He cites the
example of Ikea in China.

“It’s really come to the point
where they’ve created such a rich
experience that in some ways it’s a
misapplied experience. Now it is al-
most a recreational experience in-
stead of a sales experience in China.
Lots of people come and spend the
full day there with their families.”

Overall, he says, companies are
starting to pay “more attention to the
fact people in China want to feel im-
portant when they buy certain prod-
ucts”. And not just luxury products.

“You try to create a perception of
luxury across any product if you can.
If it doesn’t cut into your margin to
create a luxuriated sense of service
delivery then why not doit? Often itis
inexpensive and just a matter of
training employees.”

Starbucks, he said, is a case in
point. “Really, at the end of the day,
Starbucks is a lot about service justi-
fying that price point.”

He said the atmosphere in the
chain’s stores instils customers with
“a sense of emotion, of being in the
nurturing living room of a commu-
nity. You have to have the right peo-
ple doing that or else it’s awful. It’s
just coffee.”

Classified Post and Speakers Connect
are sponsoring a workshop by Joseph
Michelli on August 30 at the Hong Kong
Jockey Club in Happy Valley. E-mail
info@speakersconnect.com for more
information
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Cities think big - but can they win?

* CONTINUED FROM B1

the middle of the freeway. Neverthe-
less, Zhengdong New Area is also
being planned as a financial centre. A
short walk from the vast, new exhibi-
tion centre, the government has built
the “central business district”. This
area contains 60 new office skyscrap-
ers. Construction is under way on a
280-metre-tall hotel and office tower,
which is the same height as Hong
Kong’s Cheung Kong Center, and
taller than Britain’s highest building,
One Canada Square.

State-owned banks and enter-
prises have purchased 80 per cent of
the business area’s office space, says
Wei Zhigang, the head of the new
city’s investment promotion com-
mittee, a 30-something man who
sports a fashionable Polo shirt and a
wide smile. Wei says he has read ex-
tensively on the history of urban
planning.

It is unclear how much of that
space is actually occupied. Sun, the
government’s public-relations offi-
cer, would not disclose the CBD’s oc-
cupancy rate.

Whatever the level of success so
far, enthusiasm is high. Zhengzhou'’s
local authority plans at the end of
next year to start building a second
business district, identical to the first.
The twin financial centres will be
linked by anewroad and surrounded
by more than six kilometres of artifi-
cial lakes.

The local authority has spent
around 30 billion yuan ofits own cash
building Zhengdong New Area. Now
itmust find another 16 billion yuan to
complete the city. For a government
that collected 40 billion yuan revenue
last year, that seems a big require-
ment. Yang Dongfang, a senior plan-
ning official, said in an interview that
the government will find the money
from a mixture of bank loans, tax in-
come and land sales. He did not elab-
orate.

Property developers, who are
building the residences, will shoulder
the rest of the 150 billion yuan total

-

Zhengdong exhibition centre and hotel. Despite Zhengzhou’s blg sﬁending,

Wuhan is favoured to dominate the region’s economy. Photo: Lulu Chen

tab for Zhengdong New Area. More
than 300,000 new homes have been
built, and they are all sold, says Sun,
the publicrelations official. However,
she concedes that many have been
snapped up by investors from
wealthier areas, such as Wenzhou,
the southern city that is the main-
land’s biggest manufacturer of light-
scale goods, including cigarette
lighters and buttons, and Shaanxi
province, China’s coal mining heart-
land.

At prices ranging from 500,000
yuan to 1 million yuan for a 100
square metre home, the Zhengdong
New Area’s real estate seems pricey
for Zhengzhou'’s urban residents.
Zhengzhou already has a university,

There are thousands
of these economic
zones all competing
with each other. How
can they all work?

Victor Shih, a professor at Chicago’s
Northwestern University

but Zhengdong New Area will be
home to 15 more, with capacity for
90,000 students.

The obvious question about the
Zhengdong New Area is: “Why is it
there?”

By all appearances the city is not a
likely home for skyscrapers and exhi-
bition centres. But Wei, the invest-
ment promotion official, has his own
vision of the Henan capital’s future.
“Wewant to make Zhengzhou a busi-
ness city and transport hub for cen-
tral China,” he says.

He concedes he is “concerned”
that Zhengdong New Area’s real
estate is being snapped up by inves-
tors who do not live in Zhengzhou,
but adds that, someday soon, the
city’s residents’ lives will improve so
they can all afford better homes.

Because wages are rising fast in
China’s coastal export hubs, manu-
facturers are going to move inland to
Henan, Wei argues. He points to Fox-
conn as an early example of Zheng-
zhou’s success. The Taiwanese
iPhone maker, whose Shenzhen base
was hitbyaspate of suicides and riots
by workers who remain unhappy
with their wages and living condi-
tions, opened a factory in Zhengzhou

this month. Meanwhile, a high-
speed rail line between Zhengzhou
and Xian, 500 kilometres away in the
northeast of China that opened in
February, could help bring the He-
nan capital closer to the national
economy.

Like Zhengzhou city authorities,
manylocal governmentsin Chinasee
such projects as Zhengdong New
Area as a way of growing their econo-
mies. After all, property development
creates construction jobs.

“It is a short-term fix,” says Victor
Shih, a professor at Chicago’s North-
western University who specialises in
studying mainland local govern-
ments. “There are thousands of these
new economic development zones
all competing with each other. They
have all borrowed heavily from banks
to fund themselves. How can they all
work?”

After studying 8,000 local govern-
ment projects, Shih believes main-
land municipalities have borrowed a
massive 11.4 trillion yuan from the
nation’s banks to fund new develop-
ments.

Meanwhile, local authorities are
largely relying on land sales to repay
their bank loans, Shih and other
economists say. Any collapse in
property prices could leave the banks
saddled with bad loans.

China Banking Regulator Com-
mission, which governs the country’s
banks, already is concerned about
the financial health of local govern-
ments and has ordered mainland
lenders to urgently curtail lending to
municipal authorities.

Capital Economics, a London
consultancy, says this could lead to
construction halts on real estate and
infrastructure projects all over China
before they are completed.

But Zhengzhou’s Wei is confi-
dent. “The regulator is concerned
about wealthier parts of China,
where there is more of a property
bubble,” he says. Land in Henan re-
mains cheap compared with wealthi-
er coastal cities, Wei adds. “This does
not apply to us.”



