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Starbucks, one of the world’s most famous
brands, has been in Hong Kong since 2000.
George W. Russell asks Institute member
Patrick Kwok, Head of Operations at Coffee
Concepts, which operates the 137 Starbucks
outlets, about the state of the business and the
future of the city’s complex coffee culture
Photography by Kees Metselaar

20

April 2014

A PLUS

April 2014

21

Success ingredient

I

t is nearly 11 o’clock on a
Monday morning – a long
time past breakfast and well
before lunch – and the Starbucks on the second floor of
Alexandra House, part of the
huge Landmark office and
retail complex in Central, is jammed with
customers.
The line for the outlet’s sandwiches, pastries and a wide range of coffee beverages includes young office workers, kissing couples,
Mandarin-speaking groups and expatriate
businessmen in suits. Patrick Kwok waves an
approving arm over the scene.
“You see, we’ve created a third place,
between work and home, full of genuine
human connections,” says Kwok, Head of
Operations at Coffee Concepts (Hong Kong)
– which operates the city’s 137 Starbucks
outlets – and a Hong Kong Institute of CPAs
member, says with enthusiasm.
To be sure, there are a lot of candidates
vying to be that third place in Hong Kong,
from similarly large chains, notably the
global McCafé and regional Pacific Coffee
Co. as well as medium-sized homegrown
networks such as Caffè Habitu, Holly Brown
and Uncle Russ, to foreign franchises such as
Italy’s Segafredo and Japan’s UCC, and myriad sole operators.
That adds up to a lot of beans being delivered to Hong Kong: around 1.4 million bags
of coffee were imported to China, including
Hong Kong, in 2012, according to statistics
released by the London-based International
Coffee Organization. Indeed, coffee consumption in the city, though still low by global
standards, has soared in the past two decades.
(See Hot beverage with a history on page 24.)
He also believes that there’s plenty of potential in the market, given that large areas of
Hong Kong remain seriously under-caffeinated. “Coffee culture is spreading to Kowloon
and the New Territories. People may work on
Hong Kong Island but live in the New Territories – they want to enjoy coffee as well.
There’s a huge growth potential.”
Kwok believes that Starbucks, with its
first-mover advantages, brand power and
deep pockets, can maintain its status as the
largest group in Hong Kong. “We have more
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than 19,000 stores around the world in 62
countries,” he points out. “So I think we
are the leaders here first of all at the ‘top of
mind,’ and we’re providing a world-class
experience, based on more than 40 years
of buying, processing and roasting beans.”

New directions
Kwok knows the fast food culture. He
spent 20 years with McDonald’s, joining
as an assistant accountant. As a young
CPA with an interest in information technology, Kwok saw McDonald’s Hong Kong
finance operations as ripe for innovation.
“I spent a lot of time doing accounting
systems process reengineering,” he recalls. “I simplified time-consuming functions to give the staff more time to prepare
management reports and sped up their delivery.” Quicker reports meant faster management decision-making, he adds.
Then Kwok turned his attention to
streamlining system development in the
company’s various departments, such as
marketing, development, operations and
human resources. “Finally, I became director of accounting and finance.”
In 2010, Kwok changed gears. With his
increasing knowledge of the business, he
was given a role in business management
and operations, as head of brand extension
for three specialty units: McCafé, McDelivery and McDonald’s Dessert Center.
He recalls McCafé was looking for
ways to kickstart growth of its business
and enhance the perception of its brand.
Kwok, with support of management,
turned around the unit. “I used value coffees and food add-ons to drive transactions and minimize fixed costs,” he says.
“At the same time, I implemented several
cost-saving logistics initiatives, such as
standardizing the recipes for the menu.
“Some of the initiatives required experience in the front line of food-and-beverage retailing. They were ordering whole
cakes, which wasted a lot of food as they
might only sell three or four pieces a day,”
Kwok says. “So I changed the order to a
box of three or four pre-sliced items. That
offered more variety to the customer and
minimized wastage.”

Kwok had followed coffee trends for years
and had been impressed by latte art, the practice of making patterns in the coffee surface
using milk foam. While it had been developed
independently in Europe and the Americas in
the 1980s, latte art came to the fore in the late
1990s with the development of new machinery and techniques such as microfoams.
McCafé became the first of the large
chains to offer latte art. “Since then it has
been a big seller,” he says. It was a perfect
medium for Chinese characters, delivering
messages or summing up ideas with just
a few strokes. The dawn of social media
meant that little advertising was required:
customers took pictures of the latte art and
posted them directly to Facebook and other
social media.

Different tastes
In a city with a rapidly growing and increasingly competitive coffee culture, each brand
needed both mass appeal as well as a niche in
which to declare its uniqueness. For McCafé,
latte art was an example of what Kwok saw as
its differentiation.
Last year, Kwok was lured to Coffee Concepts as Head of Operations. The company,
which operates Starbucks in Hong Kong and
Macau, is part of the Maxim’s Group, which
is itself 50 percent owned by retail giant
Dairy Farm International Holdings and 50
percent by the Wu family, which launched
the familiar Maxim’s range of restaurants
in 1956.
At his new job, differentiation is still the
key. Unlike many chains, Starbucks stores
are not built to the same design. Local architects are encouraged to include their own
features.
The IFC branch, for example, is reminiscent of an office while one in Bonham Road,
Mid-Levels, looks like a European café. Some
have themes: one store in Mong Kok celebrates Hong Kong movies, while a branch
inside the APM mall in Kwun Tong is filled
with art.
It sounds like an expensive way to build
in a high-priced city, but Kwok insists that a
Starbucks shop costs far less than a full-sized
restaurant. “At the same time we are very
smart in managing our decisions on site lo-
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“We’ve created a third
place, between work and
home, full of genuine
human connections.”
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HOT BEVERAGE
WITH A HISTORY
Though never held in the same regard as tea – either by the Chinese majority or the colonial British – coffee has been consumed
in Hong Kong since the 19th century.
The city’s early coffee culture was built around the port, with
ship owners, merchants, mariners and adventurers from the
Mediterranean, Middle East and southern India who preferred
the beverage to its competitors.
Coffee houses as well as distributors and retailers once
sprouted like coffee trees in Central, close to the old waterfront,
with the only reminder today being the Olympia Graeco-Egyptian Coffee Company on Old Bailey Street, descendant of a
Pedder Street shop that started its daily grind in 1927.
The Mainland provided an inadvertent boost as Shanghai’s
cosmopolitan coffee drinkers fled the city for Hong Kong in the
1940s. (Incidentally, coffee has been grown in Yunnan province
since the 1890s. It never really caught on, but Starbucks bought
a plantation there in 2010 and harvested its first crop last year.)
After World War II, Hong Kong’s taste for java waned as the
sweet-toothed population succumbed to the joys of Coca-Cola
and other popular carbonated beverages and cheaper soymilk.
By the 1980s, the offerings were divided between yuanyang,
a local coffee-tea hybrid, watery hotel coffee and the sweet
canned version from Japan. Most of the old cafés disappeared
under the developers’ jackhammers. One of the few quality
holdouts was Martino in Causeway Bay, a coffee pot above its
doorway steaming away into the street during opening hours.
As coffee was disregarded in Asia, its popularity boomed
elsewhere. In North America, Peet’s (which opened in 1966), Seattle’s Best Coffee (1970) and Starbucks (1971) took the beverage
upmarket. The new coffee culture was born.
Starbucks’ early attempts at expansion from its Seattle base
– into California and British Columbia – were not successful but
by the 1990s its green Norse siren logo had become a familiar
fixture around the world.
Today, Hong Kong is coffee-obsessed, and not just with Starbucks. In 2011, coffee imports stood at 15,446 tonnes, up from
just 2,537 tonnes in 1991, according to the Census and Statistics
Department. In 2012, they rose by 18 percent year-on-year to a
record 18,220 tonnes.
According to the London-based International Coffee Organization, Hong Kong drinkers consumed about 2.2 kilograms of
coffee per capita in 2012. (The Mainland figure is just 47 grams.)
It is one of the highest levels in Asia-Pacific after Australia and
New Zealand (and alcohol-free Brunei’s 4 kg per person).
The retail sector is complex. Large chains compete with
smaller rivals, while many coffee stores are individually owned.
Baristas enter – and win – international competitions and individuals are highly sought after as trainers and mentors.
Rather than synthesizing Mediterranean or Japanese influences, Hong Kong coffee culture gives a nod towards Australia:
both Starbucks and Pacific Coffee sell Australian-style food and
new outfits such as Cafeine and The Cupping Room acknowledge Melbourne coffee shops as their major influence.
Industry experts expect consolidation around the larger
and mid-rank chains, given their buying power and the effect of
Hong Kong’s rising rents on individual tenants.
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“People talk about the
coffee origins, they talk
about processing and
blending, and they talk
about roasting, brewing
and food pairing.”

cations,” he says. “We do the projections
and we have internal guidelines on return on investment and profit.”
The company, he adds, enjoys good
relations with most landlords, who
see a Starbucks as an attractive lure to
customers who might patronize other
tenants. The company generally signs
leases for longer terms and is keen to
stay put in a location. “Having the local
coffee house suddenly disappear is not
good,” Kwok points out.
What’s on offer also differs. The
Alexandra House branch has a large
kitchen and a wider selection of food
to offer its busy Central customers. “We
provide the best coffee house food in
Hong Kong,” Kwok claims. “Our ideas
do not come just from our kitchens.”
Kwok describes a recent arduous
working trip by several colleagues to
Australia to taste potential products to
launch in Hong Kong. “It was fun but
tough,” he says. “They went to 50 or 60
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restaurants in four days.”
Australia is a major influence on Hong
Kong coffee culture, Kwok notes. Many Hong
Kong graduates of Australian universities
recall streets packed with coffee houses. The
influence can be seen in Starbucks, which
sells lamingtons, an Australian cake, and
sausage rolls made of ground pork rather
than Chinese-style frankfurter.

Coffee questions
Kwok’s relationship with Australia extends
beyond sausage rolls. He studied accounting at Deakin University in Geelong, about
80 kilometres west of Melbourne. “I love
computers so I did two majors: accounting
and IT,” he recalls.
“I think the Australian education system
is more flexible,” says Kwok. “In Hong Kong,
accounting focuses on accounting, but in
Australia you can select more to study with
it, anything from law to marketing – you can
choose great combinations.”
Although he focuses on operations, Kwok

says he would not have been able to achieve
what he has without his CPA qualification.
“I’m a very imaginative guy,” he says. “Without a strong foundation I’d do some crazy
things. It’s because I have 16 years of accounting knowledge that I think before I do.”
Later, Kwok gained a master’s of business
administration from the University of Adelaide, though the coursework was in Hong
Kong (another advantage, he notes, of the
Australian education system).
“That gave me great insight on how to run
a business and how to be an entrepreneur,”
he says. “It’s not easy for accountants to
look after operations, but my CPA [training]
helped.”
For the future, Kwok believes the coffee
industry can only grow. “The gross domestic
product is growing, retail sales are growing,
and Chinese visitors keep coming,” he observes. “I think the economic picture is positive in Hong Kong.”
As well as volume growth, Kwok sees
Hong Kong’s coffee culture growing more

upscale and sophisticated. “It’s like wine,” he
says. “People talk about the coffee origins,
they talk about processing and blending,
and they talk about roasting, brewing and
food pairing.”
Customers can become more demanding
as their knowledge increases, Kwok notes,
prompting Starbucks to select nearly 100
of its most promising baristas – the sommeliers of the retail coffee trade – for intensive
training.
In addition, Tsim Sha Tsui has been selected as the site of Hong Kong’s first Starbucks “pour over” bar where drinks are made
in front of the customer rather than behind a
counter.
Sustainability and fair trade are not yet
issues among Hong Kong coffee customers.
“Hong Kong people are still learning,” says
Kwok, “and we have a mission to promote
coffee culture and learning. Once people
understand more about coffee, they will ask
more questions about the origins of the coffee
farmers, and how we take care of them.”
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