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Financial reform tested in Wenzhou 
 
In late March 2012, the State Council of China approved a broad package of pilot financial reform 
measures, to be implemented in the coastal city of Wenzhou, to regulate private financing activities. 
Private funds are allowed to enter the financial market. Development of private funds will be encouraged 
and monitored to create a transparent financial market.  
 
This is a landmark financial pilot project in China, which will allow private companies and individuals in 
Wenzhou, to invest overseas and to set up loan companies. 
 
The pilot measures are formulated, in response to the deteriorating liquidity crunch among small and 
medium-sized businesses in Wenzhou, causing financial disputes, crimes and social unease, threatening 
financial and economic stability. 
 
According to Xinhua news, the reform program will include 12 major tasks. The government is studying 
the implementation of a regulatory system for private financing and improvements to the fund monitoring 
system: 
 
• The participation of private capital -- in the shape of setting up or taking shares of the rural banks and 

credit companies -- is encouraged and supported in the reform of local financial institutions. 
• Eligible micro-finance companies could be transformed into rural banks. 
• Private funds will also be guided toward the establishment of venture capital and private equity 

activities as well as other types of investment bodies. 
• Examine a pilot scheme that will allow individuals to make direct offshore investments, by creating 

regular and convenient direct investment channels 
• Encourage qualified state-owned banks and share-holding banks to set up special units to deal with 

credit grants to small enterprises 
• Establish financial and leasing enterprises that serve small and micro enterprises for agriculture and 

rural area development 
• Other programs include measures to standardize and legalize transactions of non-listed companies' 

shares, technologies and cultural properties, encourage small and micro companies to issue bonds, 
set up guarantee mechanisms for small and micro companies, and encourage commercial insurers to 
participate in the establishment of a social security system 

 
Wenzhou’s credit crisis is complicated. The city rose to fame in the mid 1980s, through the growth of 
entrepreneurs and small-scale producers of light industrial products such as clothing, cigarette lighters 
and sundries, destined for export markets.  
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China's banks are ill equipped to lend to small and medium-size enterprises, chiefly because of a lack of 
expertise in assessing risks. The entrepreneurial spirit in Wenzhou has bred the proliferation of local 
private financing institutions such as guarantee companies, pawnshops and loan sharks. It is unclear how 
big China's underground lending might be. Wall Street Journal reported that in October 2011, it could be 
between RMB2 trillion (USD316 billion) to RMB4 trillion (USD632 billion), according to an UBS estimation. 
 
Vigorous shale gas development plan in China released 
 
Witnessing the success in North America to tap and utilize shale gas, China has drawn up a vigorous 
plan to develop its unconventional energy resources. China has been assessed to possess the world’s 
largest repository of shale-gas.  Reserve is estimated to be 36.1 trillion cubic meters (1,275 trillion cubic 
feet), according to US Energy Information Administration. Technically recoverable volume is anticipated 
to be 25 trillion cubic meters.   
 
The National Development Reform Commission of China publicized the Shale Gas Development Plan 
(2011-2015) in March 2012, which aims to boost exploration and exploitation of shale gas, and to reduce 
the reliance of carbon-intensive coal, thereby cutting carbon emissions. The country is anxious to 
establish a more reliable record on repository, acquire exploration and production expertise, and 
encourage participation by local and foreign enterprises, in its pursuit for fast and sustainable 
development. 
 
According to the Development Plan, annual output of shale gas is expected to reach 6.5 billion cubic 
meters in 2015, with exploitable gas reserve of 200 billion cubic meters, and total proven reserve of 600 
billion cubic meters being identified. By 2020, annual production is forecast to reach between 60 billion 
and 100 billion cubic meters, in anticipation of the advancement of 19 designated exploration areas. 
 
Since 2009, China and the US began cooperation and carried out all-round cooperation in shale gas 
resource assessment, exploration, and development.  
 
In 2011, areas of probable shale gas reserves in China were preliminary defined. They are found to be 
mainly distributed in five regions: the south, northwest, north, northeast, and Qinghai-Tibet.  
 
The south and the northwest possess the most favorable reservoir conditions. 
 
Terrestrial shale underneath an area of 20,000-25,000 square kilometers is mainly found in the Junggar, 
Tuha, Bohai Bay, Ordos, and Qaidam basins.  
 
Sea-land transition shale underneath an area of 15,000-20,000 square kilometers is located in northern 
China. 
 
Marine shale underneath an area of 60,000-90,000 square kilometers is identified in southern China, 
north China, and the Tarim basin. 
 
A total of 870,000 square kilometers of shale formations in China have been marked as conforming to the 
conditions for shale gas production. Most of these designated areas have already been claimed by 
CNPC, Sinopec, and CNOOC. 
 
However, an area of 260,000 square kilometers is still available for oil and natural gas exploitation and 
exploration rights. China encourages various commercial companies to carry out shale gas exploration 
and development. Authorities are studying the shale gas price mechanism, special funds, and other 
incentive policies to promote the development of shale gas industry. 
 
The Ministry of Land and Resources (CMLR) has selected 33 shale gas resource areas and issued five 
mineral exploration rights to CNPC, Sinopec, and CNOOC. 
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In late June 2011, China conducted the first round of bidding for shale gas exploration. Six state-owned 
enterprises were invited to participate, and bid for four blocks of mineral exploration rights. Sinopec and 
Henan Coal-Bed Methane Co. were the successful bidders. 
 
CMLR will conduct a second public tender for the sale of shale gas prospecting rights later in 2012. It is 
possible that several blocks may be open for bids from both domestic and foreign companies. 
 
Development strategy of shale gas in China* can be summarized as: 
 
• speed up legislation for shale gas resource management  
• improve technological standards on shale gas exploration and development 
• strengthen supervision 
• introduce competitive mechanisms 
• maintain foreign cooperation  
 
*Source: Southwest Petroleum University 

 
Hong Kong: Ageing population; sex ratio fallen below parity  
 
The Hong Kong Census and Statistics Department published results of 2011 Population Census in 
February 2012. Among other indicators, ageing population and sex ratio fallen below parity caught the 
headline. 
 
Demographic and social data gathered by population censuses/by-censuses are useful reference for 
planning and policy formulation for the government. Private sector will also find the information invaluable, 
for various applications. Results for the 2011 Population Census can be accessible by the general public, 
on the website of the Hong Kong Census and Statistics Department. 
 
Following data was adopted from the press release of the Census and Statistics Department, on 2011 
Census Results (http://www.census2011.gov.hk/en/press-release-summary-report.html): 
 
Population as in end June 2011 was 7,071,576, which is not showing any significant change for the past 
decade. Of the total, 6,859,341 were Usual Residents and 212,235 were Mobile Residents. 
 
Ageing trend in the population continued during the past ten years, which is attributable to the 
continuously low level of fertility rate and mortality rate. The median age rose from 36.7 in 2001 to 39.6 in 
2006 and further to 41.7 in 2011. 
  
Sex ratio has fallen below parity, from 960 males per 1,000 females in 2001, dropping to 876 in 2011. The 
corresponding sex ratios after excluding foreign domestic helpers were 1,012 and 939. 
 
As regards marital status, 28.1% of the male population aged 20 and over were never married in 2011. 
The finding was slightly higher than 27.8% in 2001. The proportion for female also increased from 24.4% 
in 2001 to 25.4% in 2011. 
 
The effect of age structure has to be taken into account in analyzing nuptiality. Despite a little change in 
the overall figure, it is noted that the proportions of never married for male and female in the prime 
marriageable ages (i.e. those aged 20 – 49) increased significantly from 39.3% and 34.0% in 2001 to 
46.8% and 38.9% in 2011 respectively. But the increases were found to have moderated in the recent five 
years. 
 
The educational level of the population has generally improved. The proportion of population aged 15 and 
over with secondary or higher education increased from 71.1% in 2001 to 74.6 % in 2006 and further to 
77.3% in 2011. Likewise, the proportion of those with post-secondary education in degree courses also 
increased significantly from 12.7% in 2001 to 15.4% and 18.0% in 2006 and 2011 respectively. 
 

http://www.census2011.gov.hk/en/press-release-summary-report.html
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The labour force increased from 3,437,992 persons in 2001 to 3,727,407 persons in 2011, despite a drop 
in the overall labour force participation rate from 61.4% to 59.7% over the same period. This was mainly 
attributable to the increase in population size and the changes in the age-sex structure of the population. 
The median monthly income from main employment of the working population was HK$11,000 
(USD1,410) in 2011, representing an increase of 10% over the past ten years. 
 
In 2011, about 36.2% of the working population were managers, administrators, professionals and 
associate professionals, up from 31.6% in 2001. In contrast, the proportion of working population 
engaged as craft and related workers dropped from 9.9% in 2001 to 7.4% in 2011. 
 
“Import/export, wholesale and retail trades” was the largest economic sector, employing about 22.7% of 
the working population. This was followed by “Public administration, education, human health and social 
work activities” which employed 14.5% of the working population. 
 
Hong Kong to consult on municipal waste disposal charge 
 
Waste generation in the populous city of Hong Kong is reaching an alarming level. Per capita waste 
generation was at 2.69 Kg per day, a surge of 11 percent from 2.42 Kg per day in 2005. This transpires to 
a waste generation of 19,000 tonnes every day.  
 
It should be noted that some 52 percent of the Municipal Solid Waste (MSW) are recovered, as the useful 
content such as aluminum can, paper and plastics, are recycled from the trash. It is simply not 
sustainable for the three landfills in Hong Kong to continue receiving the remaining 9,100 tonnes of 
garbage every day, two-thirds of which is domestic waste.  
 
With the imminent saturation of the landfill space, new initiatives for municipal waste management, 
including waste reduction at source, introduction of advanced waste treatment facilities, and extension of 
the landfills, have to be developed simultaneously. Hong Kong has successfully implemented the plastic 
shopping bag levy at retail level since 2009. Disposal charge to reduce municipal waste at source is in the 
pipeline. 
 
Waste charging can achieve different degrees of reduction in waste disposal. Practical experience shows 
that, success of the initiative would require a suite of matching measures and policy tools at community 
level, before its implementation. Since January 2012, a three-month public consultation has been 
launched in Hong Kong, on the introduction of charging as an economic means to reduce waste 
generation, increase waste recovery rate, as well as foster behavioural change. 
 
Pros and cons of various charging approaches were introduced to the public. It can be summarized as 
different charging scheme with reference to waste quantity, a proxy or a fixed charge.  
 
A quantity-based system is one in which the waste charge is assessed on the basis of waste quantity. It 
establishes a direct link between the charge and the quantity of waste requiring treatment or disposal, 
and is regarded as the most effective means for waste reduction. 
 
A proxy system links the waste charge to an indirect indicator of waste generation, i.e. a proxy. Water 
consumption is a common proxy because it can reflect the level of human activity in a household, which 
in turn is associated with waste generation to some extent. Charges are then levied regardless of the 
quantity of waste actually generated. 
 
A fixed charge system is not linked to the quantity of waste generated. Each waste producer within the 
same category (e.g. residents of the same district) pays an identical rate regardless of how much waste 
they produce. Without any linkage to the actual amount of waste generated, it in essence serves the 
purpose of cost recovery. It is subject to clear limitations as a policy tool to promote waste reduction. 
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Underlying principles for designing the waste charging are described as: 
 
• polluters pay 
• not bearing a revenue-generating objective 
• to maintain effective waste collection system in line with the clean city objective 
• to create economic incentives for waste reduction and recovery 

 
Hong Kong, Guangdong to secure closer economic co-operation 
 
Hong Kong and Guangdong have obtained consensus, and entered into agreements to secure closer 
economic co-operation, following the blueprint prescribed by the nation’s 12th Five Year Plan. The 
regional co-operation agreements will translate into macro strategy, to connect Hong Kong with 
Guangdong, in order to compete successfully in the global arena. 
 
The National Development and Reform Commission (NDRC) of China first suggested the co-operation 
between Hong Kong and Guangdong in January 2009, when the strategy entitled "Outline of the Plan for 
the Reform and Development of the Pearl River Delta " was promulgated. The two sides subsequently 
entered into the Framework Agreement on Hong Kong/Guangdong Co-operation (Framework Agreement) 
in April 2010.  
 
The Framework Agreement covers cooperation in nine areas including trans-boundary infrastructure, 
modern services industries, manufacturing and hi-tech innovation, business environment, living 
environment, education and training.  
 
Under the 12th Five Year Plan of the nation, Hong Kong is asked to enhance economic co-operation with 
the Mainland and continue to implement Closer Economic Partnership Arrangements (CEPA – Free 
Trade Agreement between Hong Kong and the mainland of China). The Plan also confirms the significant 
functions and positioning of Hong Kong's co-operation with Guangdong under the Framework Agreement, 
specifically on: 
 
• the establishment of a financial co-operation zone and a world-class metropolitan cluster with Hong 

Kong's financial system taking the lead 
• the support for Guangdong to open up its service industries to Hong Kong on a pilot basis and 

extending the pilot scheme to other regions gradually 
 
In January 2012, Hong Kong and Guangdong have finalized a Work Plan that identifies a total of 86 
specific items for cooperation in 2012, including establishment of a HK$1 billion (USD128.2 million) fund 
in Hong Kong, to support local enterprises for their brand development, promoting domestic sales and 
upgrading their mainland operations. The 86-action-items include finance, commerce and trade, legal and 
arbitration, tourism and travel, medical services and education cooperation. 
 
Both sides will also focus on obtaining early central government approval for preferential measures to 
encourage Hong Kong enterprises, professional sectors and service providers to establish operations in 
Qianhai Economic Zone in Guangdong province, which was earmarked by the State Council for 
international finance development. 
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Mutual cooperation between Hong Kong and Guangdong province in finance remains a major spotlight in 
the 2012 Work Plan. Under the plan, Hong Kong and Guangdong will progressively establish a financial 
co-operation zone led by the city’s financial system and supported by financial resources and services of 
the Pearl River Delta region. 
 
Both sides will continue to cooperate in the RMB business and also in various financial services such as 
credit, securities, insurance, futures, bonds and asset management; and further deepen co-operation in 
training and exchanges of personnel in this sector. 
 
Rock cavern development to enhance land supply in Hong Kong 
 
Land is a scarce resource in Hong Kong, demand of which will increase in relation to population growth, 
economic development, rising aspiration for quality living environment, and conservation. 
 
The latest growth projection shows that the population of Hong Kong will reach 8.9 million in 2039 (7 
million in 20101). The number of households will increase to 3.1 million. It is estimated that an additional 
4,500 hectares of land would be required to satisfy the needs of residential (2,000 hectares), and other 
uses (2,500 hectares).  
 
In Hong Kong, land supply options are resorted to Reclamation, Rezoning, Redevelopment, Land 
Resumption, Re-use of Ex-quarry sites, and Rock Cavern Development. Each option has its own 
limitation and challenges. 
 
The geological conditions and topography of Hong Kong offer a great opportunity for cavern 
development. It was found that 64% of the land in Hong Kong is well-suited for this purpose. Hilly areas in 
the urban fringes of Hong Kong with strong rocks and convenient access are particularly suitable. 
  
The Government of the Hong Kong Special Administrative Region has launched a suite of strategic 
planning and technical studies to facilitate optimal use of underground space. The initiative intends to 
enhance the use of rock caverns, supporting Hong Kong’s pursuit of sustainable development. 
 
Rock cavern is considered an appropriate option to house NIMBY (Not-In-My-Backyard) facilities. Typical 
examples of such facilities include sewage treatment plants, fuel storage depots, refuse transfer stations 
and columbaria. Rock cavern can also be used to accommodate wine cellars, car parks, data centres and 
laboratories, releasing valuable land for other use. 
 
In mid 1990s, there were a few purpose-built rock caverns to accommodate government facilities, such as 
the Island West Refuse Transfer Station and Stanley Sewage Treatment Works. The MTR Taikoo Station 
is housed in a cavern on Hong Kong island. The University of Hong Kong concealed a saltwater reservoir 
in an artificial cavern next to its Centenary Campus, a project that cost HK$500 million (USD64.1 million). 
 
Five suitable areas for cavern developments were identified in a recent government study. The five areas 
are Lam Tei in Tuen Mun, Shek Mun in Sha Tin, Siu Ho Wan on Lantau Island, Mount Davis on Hong 
Kong Island and Lion Rock in Kowloon. Some 400 government facilities are being identified for relocation 
to rock caverns. 
 
A long-term strategic plan for the Hong Kong government is the systematic relocation of suitable above-
ground facilities to caverns, releasing surface land for other uses. The following consultancy studies will 
be conducted in 2012:  
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(a) feasibility study on relocation of Sha Tin sewage treatment works to caverns, which will vacate 28 
hectares of land for housing development; 

 
(b) feasibility study on relocation of Mount Davis fresh water primary service reservoir and Kennedy 

Town fresh water service reservoir to caverns; 
 

(c) study on the long-term strategy for cavern development, which seeks to prepare cavern master 
plans to reserve strategic cavern areas, work out a systematic relocation program for suitable 
government facilities, and formulate policy guidelines to facilitate cavern development for both 
public and private sectors 

 

Source: Hong Kong Development Bureau 
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Third runway for Hong Kong Airport expansion conditionally approved 
 
In March 2012, the Hong Kong Administration approved in principle the expansion plan submitted by the 
Hong Kong Airport Authority, into a three-runway system as the future development blueprint for the Hong 
Kong International Airport. 
 
Total cost of the third runway project could reach HK$136 billion (USD17 billion). It would involve 
reclaiming 650 hectares of land to the north of the existing airport island, increasing capacity to 97 million 
passengers and 8.9 million tonnes of cargo per year, and a capability to handle 620,000 flight movements 
every year. 
 
Two expansion options were put up for public consultation last year, which included the construction of a 
third runway, and expansion of the existing runway and terminal capacity. Results of the public 
consultation showed that 73% of respondents preferred the third runway option.  
 
The Hong Kong government has approved the recommendation proposed by the Hong Kong Airport 
Authority, to proceed with the statutory Environmental Impact Assessment (EIA) process and the 
preparation of the associated design details of the facilities under a three runway system. 
 
Once the process is completed and the environmental permit is, the Hong Kong Airport Authority will 
finalize the necessary associated design details and develop suitable financing options for discussion with 
the government.  
 
It will take about three years, subject to the granting of all required approvals, before the construction of 
the third runway and its associated facilities could begin. 
 
Air traffic at the Hong Kong International Airport (HKIA) had been developing rapidly over the past years. 
In 2011, the actual air traffic at HKIA has already reached the forecast for traffic demand in 2013, as 
stated in the HKIA Master Plan 2030. There is a genuine need to develop long-term planning for the 
airport. 
 
More than 50 million passengers arrived or departed in 2010, through the international airport. Air cargo 
volume was recorded at 41 million tonnes. 
 
The International Air Transport Association forecasts Hong Kong airport's passenger demand will grow at 
an average of 3.2 percent a year to reach 97 million in 2030, while cargo volumes will rise 4.2 percent per 
year to 8.9 million tonnes. The current two-runway system is projected to be saturated by around 2020.  
 
The aviation industry contributed 4.6 percent of Hong Kong's Gross Domestic Product (GDP). It also 
supports the territory's main business sectors including trade, tourism and financial services. 
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Macau to start construction of LRT 
 
After ten years of preparation, construction of the Light Rapid Transit (LRT) system in Macau started in 
Feb 2012. Ground breaking ceremony was held on Feb 21, to mark the construction of the core part of 
LRT system Taipa section.  

Ground Breaking Ceremony of the LRT System in Macau, Feb 2012 
 
Macau is spread across an area of 29.2km² and has a population of about 540,000. The primary mode of 
transport is road and there is currently no rail transport service. 
 
The LRT system is a public works project in Macau, which aims to connect the Macau peninsula, Taipa, 
and Cotai with an efficient, and environmental friendly collective transportation system. Studies have 
shown that the LRT will shorten commuting time by 63 percent, reduce the use of private vehicles, cutting 
both greenhouse gas emissions and energy consumption by 20 percent, while generating a revenue of 
MOP15.8 to 16.4 billion (USD 1.97 to 2.05 billion) in the first 10 years of operation. 
 
The public transportation system will be planned and built in stages. Phase one is to connect Macau 
Peninsula and Taipa and Cotai with a 20-km of track, encompassing 21 stations (11 in Taipa and Cotai 
and 10 in Macau Peninsula).  Track alignment has been determined to navigate between the Border Gate 
in the eastern district of Macau Peninsula and Pac On Ferry Terminal on Taipa Island.  
 
Macau LRT will run on elevated track, except for a 2.6 km tunnel. It will use automated guided vehicles 
with rubber tyres and run on concrete tracks. Alignment will follow the coast of the peninsula, including 
Macau Ferry Terminal, to the city centre, and then cross the Sai Van Bridge to Taipa Island. On Taipa, 
the LRT will pass through Coati and the airport to Pac On Ferry Terminal. Plans also calls for the 
construction of a rolling stock depot.  
 
The Macau LRT system will operate for 19 hours a day, with an interval of 3 minutes during rush hour, 
and 3 to 6 minutes at non-peak hours. The overall LRT capacity will be 8,000 Passengers Per Hour Per 
Direction (pphpd) in 2014, increasing to 14,200 pphpd in 2020. 
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Latest estimate of the public works project was given as MOP11 billion (USD1.4 billion) in 2011. 
Construction was first started at the core part of the Taipa section, which entails a 1.94 km track and four 
stations – Ocean Gardens, Macau Jockey Club, Macau Stadium and Pai Kok (one between the old Taipa 
village and the Galaxy Macau resort). The works cost MOP489 million (USD70 million), with completion 
date set for 2015. Maximum construction period slated for this project is 1,021 days. 
 
Open tender for the LRT route in the Macau peninsula will be launched during the first half of 2012. In 
addition the government is studying the feasibility for a possible extension of the LRT system to Seac Pai 
Van, in Coloane, and to Hengqin Island, in connection with the future Guangzhou-Zhuhai Intercity Mass 
Rapid Transit. When materialized, the LRT will also provide a "seamless" connection to the Guangzhou-
Zhuhai Intercity Railway through the LRT station to be located at the Lotus Flower Cotai-Hengqin 
checkpoint.  
 
In December 2010, Mitsubishi Heavy Industries (MHI) of Japan won the contract to build the light rail 
system in Macau, after beating rival bids led by Bombardier Inc. and Siemens AG.  
 
The order placed with MHI excludes station buildings and civil work. MHI is asked to supply 110 cars (55 
two-car trains), automatic train control (ATC) system, electrical power supply systems, communication 
systems, tracks, depot equipment, platform screen door system, fare collection system and Sai Van 
Bridge improvement work.  
 


