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PACKING
A PUNCH
Henry Cheung, Chief Financial Controller
of Hong Kong-listed Lee & Man Paper
Manufacturing, explains to George W. Russell
how rising environmental consciousness, as
well as new technologies such as electronic
commerce, are creating new opportunities for
an old-fashioned commodity
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o most people, those pocketsized packs of tissues
distributed by the millions
in China are unremarkable: they’re
sold everywhere – and often given
away with food, newspapers or other
small purchases – only to be used
briefly, crumpled and discarded. But
to Henry Cheung, they represent a sea
change in the social behaviour of the
world’s largest consumer market.
Cheung, Chief Financial Controller of Lee & Man Paper Manufacturing, has seen his company’s
investment in tissue paper soar. “The
market growth rate of tissue, as I
have seen from surveys conducted by
the China Paper Association, is 8-9
percent a year,” he says. That is far
above the low-single-digit rates for
Lee & Man’s other major products,
packaging and wood pulp.
The domestic Mainland market
accounts for about nine-tenths of
Lee & Man’s total sales, so it closely
watches for emerging trends. While
Chinese demand for personal-care
tissue paper is far from mature,
Cheung’s company has already detected concerns among consumers.
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“The tissue paper market is highly
fragmented with so much inferior
quality products being sold,” says
Cheung, a Hong Kong Institute of
CPAs member, adding that some
competitors make tissue from
wastepaper. “There are some serious
hygiene issues.”
At the same time, the company
is aware of growing environmental
concerns among Chinese consumers.
Lee & Man makes most of its tissue
from bamboo pith. “It is not as pretty
as [tissue made from] traditional
wood pulp,” says Cheung. “It’s brown
or yellow.”
However, while traditional timber
takes at least four years to mature,
bamboo pith – grown in forests near
Ruichang, Jiangxi province, where
Lee & Man has a factory – is an annual crop. “The younger generation
finds products made from bamboo
more acceptable. It’s unbleached so
there are no chemicals,” he says.
The Jiangxi plant is one of the five
the company has in China. There are
two sites in Guangdong province –
both in Dongguan – and one each in
Jiangsu province and Chongqing.
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Henry Cheung joined Lee &
Man Paper in August 2002
when the company was
preparing for flotation
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Cheung says Mainland tax and other
laws have become more standardized
over the years.
“With all our various locations you
have to meet with different people in
finance, mainly the tax people, but also
bankers, and while I think there are
some differences between the various
locations, it is more unified,” he says. “I
think in the old days, there were more
differences in business culture but now
everything is computerized.”

Professional growth

The company had begun life in 1975
as a Hong Kong-based designer and
manufacturer of handbags. Cofounder
Raymond Lee was dismayed by the
dearth of decent packaging material
available at the time and saw an opening
for a new business.
By the time it opened its first Dongguan factory in 1994, Lee & Man was
solely engaged in the manufacture of
containerboard – that ubiquitous brown
corrugated cardboard used for boxes
and other packages – and wood pulp.
Cheung, who joined the company
in 2002, had obtained a professional
diploma in accountancy at what is now
Hong Kong Polytechnic University.
Faced with the choice of working for the
civil service, a private-sector company or a Big Four firm, Cheung chose
Deloitte. “There I could receive more
formal training and more exposure to
various industries,” he explains.
During his decade at Deloitte,
Cheung worked as an auditor, covering a variety of industries, including
manufacturing, banking, insurance,
real estate and the legal sector. “I
gained much experience in flotation
exercises as well as reorganization and
restructuring.”
These experiences, Cheung notes,
did more than just hone his techni-

cal abilities. “I also met many people
and developed my communication
skills,” he recalls. “That helped me with
problem-solving and meeting reporting
deadlines.”
When Cheung arrived at Lee &
Man, the company was preparing for
its own listing on the Hong Kong stock
exchange. Cheung, in addition to his
traditional roles as senior financial
officer, took on the increasing burden
of reporting and compliance issues
such as meeting the requirements of the
listing rules and addressing corporate
governance.  

“I could see that
this was a great
opportunity to
join a fast-growing
company.”
Over the past 14 years, Cheung
has witnessed exponential growth in
complexity. “First of all the compliance
and the rules are more comprehensive,”
he says. “There are more disclosure
requirements and in the past few years
we have been talking more about internal controls, environmental, social and
corporate governance issues.”
In addition, under Cheung’s tenure,
Lee & Man has seen a more than 10fold increase in production capacity.
“My experience in Deloitte was a good
fit,” he recalls, “and I could see that this
was a great opportunity to join a fastgrowing company.”
In 2002, the company boasted
just one mill in Dongguan, producing
500,000 tonnes of paper. “Right now
we have five sites in China,” Cheung
points out. “I expect that by 2017, our
tissue paper capacity will be 570,000

tonnes and containerboard will be
5.6 million tonnes.”

Advanced technology

Part of that growth strategy is to
expand beyond China. By the end of
this year, Lee & Man expects to begin
operation of its first plant outside the
Mainland, a HK$9 billion facility in
southern Vietnam’s Hau Giang province with initial production capacity of
about 420,000 tonnes a year.
“We do not really do exports from
China because of tax – we’re talking
about another 17 percent in export
sales tax – so we would like to use all
our resources in China to handle the
domestic market,” says Cheung. “In
Vietnam we will have a four-year taxfree period and another nine years at a
15 percent tax reduction.”
However, the expansion has been
far from smooth. Environmental concerns – the plant is located on a bank
of the river Hau, about 20 kilometres
southeast of Can Tho in the Mekong
Delta region – have caused delays and
sparked protests.
To be sure, some accusations have
been unfounded. The plant was blamed
for a mass die-off of fish earlier this year
but, as Cheung points out, the factory
was not even operational at the time. The
company is spending up to HK$4 million to build an additional water tank to
assuage concerns over pollution.
Cheung insists that Lee & Man has
been a leader in environmentally sustainable production and that the Vietnam plant is a state-of-the-art facility.
“We have already got the best machines
in the world,” he says. “In terms of technology we are already at the high end.”
One result is that packaging paper has
become much lighter without losing any
of its strength, which makes for more
efficient production. “There is a limit,
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“With the development of more mature
e-commerce trading, the higher the value,
the more you would as a customer expect
to have a more high-quality package.”

though,” he says. “You can’t use
tissue paper to wrap a TV.”
Better machines also produce
a more consistent product, a
vital quality because packaging has become an extension
of brand identity. “Colour, for
example, is quite important,”
says Cheung. “If you are a shoemaker and you want a box for
your shoes, it has to be not only
durable but also they all have to
be the same shade.”
Given its technological advancement, the paper industry is
highly automated. “You will not
see a lot of people at the mills,”
says Cheung. “The whole group
employs no more than 7,000
workers.” However, paper is
more capital intensive compared
with other industries, he adds.
“Setting up a single production
line can cost billions of Hong
Kong dollars.”

Glossy future

Such high investment will pay
off in the future, Cheung forecasts. One reason for optimism
is electronic commerce. According to McKinsey & Co. data, online sales in China totalled 3.895
trillion yuan (HK$4.511 trillion)
in 2015, a rise of more than 33
percent over the previous year.

“E-commerce does help in
terms of the increasing usage
of paper – if you buy a set of
glasses, for example, they have
to be packaged individually – so
the usage will increase,” says
Cheung. “But right now e-commerce is still underdeveloped.”
He notes that the average
value of any item sold on the
web is relatively low. “The
products sold through e-commerce are still not that high in
terms of value, so you won’t see
high-quality paper used for the
packaging,” he explains.
“I have made purchases online in China and they will often
use a recycled box,” Cheung
adds. “But with the development
of more mature e-commerce
trading, the higher the value, the
more you would as a customer
expect to have a more highquality package.”
Lee & Man’s economies of
scale have seen it ride out consolidation among China’s paper
processors. Since 2010, more
than 5 million tonnes of paper
production capacity have been
removed from Guangdong, with
authorities clamping down on
small, inefficient and polluting
factories. That has helped the
company post record high prof-

its of HK$1.43 billion last year,
sharply up from the previous
high in 2014 of HK$1.12 billion.
As a CPA, Cheung is focused on costs but in the paper
industry he has very few tools
at his disposal. “Our major cost
element is the wastepaper that
we turn into containerboard,” he
says. “That accounts for more
than 75 percent of our costs.”
The industry, Cheung adds,
works on a spot market. “We
don’t have long-term contracts
with suppliers or with customers, and the selling prices of
our products are reviewed on
a fortnightly basis, taking into
account supply and demand, the
market, and the cost elements.”
With the major suppliers in
North America, Europe and
Asia, Lee & Man’s purchasing
department works 24 hours a
day. “And because the price can
fluctuate, we need people with
experience and a keen sense
for sourcing at particular price
levels.”
Despite the challenges,
Cheung is optimistic about his
team’s abilities. “I think right
now the market will keep on
improving and one of the
reasons is that we have
more discipline.”

Lee & Man Paper
sold 48,000
tonnes of tissue
paper in 2015,
90 percent of
which was sold
to jumbo roll
manufacturers
in Chongqing.
The company
expects to expand
its tissue paper
capacity from
140,000 tonnes in
2015 to 355,000
tonnes by the end
of 2016.
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