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Chronology Or Major Events In This Chapter

August 1977

December 1978

19 July 1979

August 1980

June 1981

1 August 1982
29 February 1984
June 1984

27 February 1985
1 March 1985
July 1986

1987

December 1987

1 August 1989
29 December 1989

February 1991

1 November 1993

1 April 1994

1 April 1995

June 1996

The Commerce and Industry Department underwent restructuring with the Preventive Service
under its purview renamed the Customs and Excise Service.

The Third Plenary Session of the 11th Central Committee of Communist Party of China was
convened, setting the path for China’s reform and opening-up.

The Joint Intelligence Unit was co-established by the Customs and the Police at Kai Tak
Airport for drug intelligence exchange.

Man Kam To Control Point came into operation.

The Customs was restructured. Three regional formations based in Hong Kong Island,
Kowloon and the New Territories were established.

The Customs became an independent department.

The Customs levied ad valorem duty on European liquors.

The Customs began participating in the meetings of the Customs Co-operation Council.
The Customs started levying duties on cosmetics and non-alcoholic beverages.

Sha Tau Kok Control Point came into operation.

The new Man Kam To Control Point came into operation.

The Customs became an official member of the World Customs Organization (WCQ).

The World Customs Organization’s Regional Intelligence Liaison Offices (RILO) came into
operation and the Hong Kong Customs became its first operating unit.

The Financial Investigation Group was set up.
Lok Ma Chau Control Point came into operation.

The Hong Kong Government set up a joint-departmental Anti-smuggling Task Force
consisting of the Customs, the Police, the Royal Hong Kong Auxiliary Air Force and the
British Army to combat smuggling involving high-powered speedboats.

The Customs started assessing Motor Vehicle First Registration Tax.

The Customs set up Anti-cigarette Smuggling Task Force to combat cigarette smuggling
problem.

The Customs set up the Controlled Chemical Group to control the import and export of
precursor chemicals used in illicit manufacture of dangerous drugs.

The Annual General Meeting of the World Customs Organization was held in Hong Kong.
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[Picture 1]

William Dorward, the then Acting
Director of Commerce and Industry,
visits Lo Wu Control Point during the
restructuring of the Customs
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Section |

Restructuring before 1982

With Hong Kong’s blossoming economy and increasing
international interaction, the role played by the Preventive Service
became so increasingly significant that the name “Preventive
Service” could no longer fully reflect the changes of its functions.
In 1977, the Commerce and Industry Department recommended
renaming the “Preventive Service” as “Customs and Excise Service”.
During the motion debate on the Preventive Service (Amendment)
Bill at the Legislative Council on 1 June 1977, William Dorward, the
then Acting Director of Commerce and Industry, pointed out that
the name “Preventive Service” was appropriate at the time of its
inception, but as its functions had diversified into import and export
controls of antibiotics, animals and even firearms and ammunition,
the name became no longer sufficient for reflecting its main function
to enforce the law as gatekeeper of Hong Kong.

At the same time, the name “Preventive Service” might easily
cause misunderstanding, necessitating expansive explanation on
the Preventive Service’s functions to representatives of Customs
administrations from around the world during mutual contacts. In
dealings with visiting tourists, officers of the Preventive Service often
had to use the name “Customs” to clarify their identities. Yet, some
people even confused “Preventive Service” with “family planning”.'
As some former Preventive Service members have recalled, the
“Customs” label had been used to identify themselves since the

early 1970s. In the public’s perception, the name “Customs” was
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Headquarters of the New Territories
Region in Fanling in the 1980s

indeed a synonym or even a substitution for the outdated name
“Preventive Service”. Amending the law to establish the statutory
status of the “Customs” was an inevitable trend.

In August 1977, the Commerce and Industry Department was
renamed the Trade, Industry and Customs Department, highlighting
the functions of the Customs in the areas of trade and industry.
The Preventive Service was also renamed the Customs and Excise
Service. The Director of Commerce and Industry also took up
the post of Commissioner of Customs and Excise, with a Deputy
Commissioner and two Assistant Commissioners subordinate to him.
One of the Assistant Commissioners specialized in customs and
excise services, while the other in administration and trade controls.

In January 1979, the Trade, Industry and Customs Department
was restructured into three sub-departments, namely the Trade Sub-
department, the Industry Sub-department and the Customs and
Controls Sub-department. The Customs and Controls Sub-department
at that time was indeed a miniature of the current Customs and Excise
Department, whose two core functions, namely customs and excise
and trade controls were undertaken by the Customs and Excise
Service and the Trade Controls Division respectively.

From June 1981 onwards, three regional formations were
established, namely Hong Kong Island, Kowloon and New Territories
Regions, each with its own headquarters respectively at Rumsey Street
in Central, Empire Centre in Tsim Sha Tsui and East Asia Commercial
Centre in Tsuen Wan (subsequently moved to 1 Sha Tau Kok Road, Lung
Yeuk Tau, Fanling). On top of the common duties of law enforcement
patrol and drugs investigation, duty collection and licensing as well
as trade inspections, the three Regions each had its own focus of
operation: the Hong Kong Region to combat sea-smuggling in the entire
Hong Kong waters, the Kowloon Region to focus on inspection duties at
the airport, and the New Territories
Region to fight smuggling
activities across the borders and
at the container terminals.

Henceforth, the Customs
focused on enforcing the
ordinances relating to dutiable
commodities, dangerous drugs,
copyright protection and import
and export controls. A series
of border control functions was
firmly established, including
prevention of illegal import
of goods not in compliance
with standards or jeopardizing
public health. The Customs also
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strengthened its function in trade controls, playing a more active role
in countering the smuggling problems locally and internationally.
Besides, the Hong Kong Customs even became the only local
criminal law enforcement agency empowered to combat copyright
infringement of literary, visual and musical works.

Customs’ Road to Independence in 1982

On 1 August 1982, the Hong Kong Customs became an
independent department. The Trade, Industry and Customs
Department was defederalized into three independent departments,
namely the Industry Department, the Trade Department and the
Customs and Excise Department, operating under the newly
formed Trade and Industry Branch of the Government Secretariat.
The history of the Customs under the jurisdictions of the Imports
and Exports Department and then the Trade, Industry and Customs
Department since 1909 was finally over. Douglas Arthur Jordan, the
then Commissioner of Customs and Excise, was the architect of the
restructuring. He came to Hong Kong to take up the office of Deputy
Commissioner in November 1977. With over 40 years’ experience
in the British Customs, he was the one who led the Hong Kong
Customs through the path to independence and modernization.

After its independence, the Customs and Excise Department
comprised two major components, each led by an Assistant
Commissioner, respectively in charge of the functions of the Customs
and Excise Service and the Administration and Trade Controls. Under
the structure of the Customs and Excise Service, there were six major
functions, namely the Customs and Excise Headquarters, Customs
Technical Bureau, Customs Investigation Bureau, Hong Kong Island
Region, Kowloon Region and New Territories Region, enforcing
ordinances on dutiable commodities, dangerous drugs, import and
export controls and copyright protection. On the side of Administration
and Trade Controls, there were the Administration Branch, Accounts
and Supplies Branch, Trade Controls Operations Branch and Trade
Controls Investigation Branch, mainly responsible for administration
of the Department and law enforcement matters in trade controls.” At
the same time, the Customs had grown from a force of around 1,000
members in the late 1970s to 2,600 at its independence. Commissioner
Jordan believed one of the major objectives of increasing manpower
was to coincide with technological advancement in sophisticated
instruments such as metal detectors and X-ray examination systems
being applied to detect munitions and contrabands at the control
points. Another objective was to enable the Department to go in sync
with the expansion of the Customs fleet, whose seven patrol launches
were being incrementally replaced by 14 modern launches.
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Table 1: Changes in Law Enforcement Arrangement after Deferalization of the Trade, Industry and
Customs Department ®

From Trade, Industry
and Customs
Department to Trade
Department

Import and Export Ordinance (Cap. 60), sections 3, 5, 8, 9, 11, 33 and 36
Import and Export (Fees) Regulations (Cap. 60, sub. leg.)

Import and Export (Strategic Commaodities) Regulations (Cap. 60, sub.
leg.)

Export (Certificates of Origin and Commonwealth Preference
Certificates) Regulations (Cap. 60, sub. leg.)

Import (Radiation) (Prohibition) Regulations (Cap. 60, sub. leg.)
Reserved Commodities Ordinance (Cap. 296), except sections 4 and 10
Reserved Commodities (Control of Imports, Exports and Reserve
Stocks) Regulations (Cap. 296, sub. leg.), except regulations 7A, 9(2)
and 21

Reserved Commodities (Control of Sales by Wholesale) Regulations
(Cap. 296, sub. leg.), except regulation 12

Radiation Ordinance (Cap. 303), section 3(2)(a)(iii)

Hong Kong Export Credit Insurance Corporation Ordinance (Cap.
1115), section 10(2)(a)
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Organization chart of Customs and
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As evidenced in Table 1, the law enforcement areas of the
new Customs became much clearer after merging with the Trade
Controls Division. This reform transformed the mammoth Trade,
Industry and Customs Department into three highly specialized
departments, which directly reported to the policy bureaux of the
Government Secretariat, resulting in efficiency improvement. As

&> B PR R SRS iy A R 0 F SRR - 9 B A B SO

R
=

an independent department, the Customs enjoyed full autonomy
in internal matters. In the words of Commissioner Jordan, “like

Lk Organization Chart of Customs & Excise Department other government departments, we can formulate our own plans,
PEUriE (as at 1 Bugust "1982) developmental objectives and budgets without consulting the
. g e = superior and enjoy simpler work procedures. Anyhow, it's as
BAHCE exciting and delightful as managing one’s home”.*
Commissioner of Customs & Excise (D4)
Deputy Comuissioner of Cusktoms & Exclse (D3)
Assistant Commissioner of Customs & Excise (D2): Assistant Commis_?inner of Customs & Bucise (D2)
[Acministration & Trade Controls) ' (Customs & Excise Service)
Custpms Customs Hew
Accounts & Trace Contbrols Trade Controls C &bk Technical Investigation HK Island Kowloon Territories
Administration Branch Supplies Branch Operations Branch Investigation Branch Headguarters Bureau . Bureau Region Region Region
B r [ —T_“
Personnel mapagement, Hevenue collection, Inspections of Investigations in Duotiable Commodities, Investigation & Anti-smuggliog
Departmental Departmental factories and . connection with Logistic support prosecution and anti-narcotics
establishment exp;nditure and consignments subject certification, and internal control, of smuggling controls. Excise
General administration)| financial control, to certification, and textile licensing Legislation and narcotics
services ‘| supplies and licensing and industrial activities, ,
eguipmant requirements, propercty offences, Enforcement af
ineluding Trading Standards Copyright
prosecutions. Advisgry Committee Ordinance
Inspections inm
connection with
reserved commodities.
Trade declaration
and Ad valorem
charges (penalties and
appeals)
Overseas trade
complaints
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Section 2

After a decade of Cultural Revolution (1966-1976), Deng
Xiaoping first advocated in December 1978 the idea of opening
up the country to the outside world at the Third Plenary Session
of the 11th Central Committee of the Communist Party of China.
In May the following year, he advanced explicitly the direction
towards economic liberalization in exchange for foreign investments
in China.® In the years that followed, the Chinese Government
launched incrementally a series of measures to materialize the
policy of reform and opening-up. From May 1980 onwards, the four
Chinese cities designated as the special export processing zones,
namely Shenzhen, Zhuhai, Shantou and Xiamen, were converted
into Special Economic Zones, with Hainan Province joining the list
in 1988. These Special Economic Zones practised policies similar
to international free ports to attract foreign investment. In 1982, the
Policy of Reform and Opening-up was enshrined in the Constitution
of the People’s Republic of China. In 1984, cities like Shanghai
and Guangzhou were established as Economic and Technological
Development Zones, where export and import tariff would be
exempted. In 1985, coastal cities within the Yangtze River Delta,
the Pearl River Delta, etc were developed into economic open
zones, gradually enlivening the economy of the coastal areas.®
As evidenced in Table 2, after the implementation of the opening-
up policy, Chinese exports continued to rise to as many as several
times more than the average US$5.5 billion before that. The rise
after the mid-1980s was even more astounding, with the total value
of exports in 1990 hitting four times that recorded at the beginning
of the reform.
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Table 2: China’s Trade Figures and Growth Rates (1970-90) ’

1971 2,636 2,205

1973 5,819 5,157

1975 7,264 7,486

1977 7,590 7,214

1979 13,658 15,675

1981 22,007 22,015

1983 22,226 21,390

1985 27,350 42,252

1987 39,437 43,216

1989 52,486 59,142

Hong Kong was indeed one of the major beneficiaries of China’s
economic reform. Although many Mainland cities were opening up to
the outside world one after another, Hong Kong still played an important
part when it came to interacting with the international community. With its
excellent geographical location and the advantage of a Chinese community
practising the Western system, Hong Kong was able to help the Chinese
businessmen, who knew very little about the Western world, to enter the
international market. Hong Kong was therefore used as a platform for many
Chinese businessmen to trade with their foreign counterparts and hold trade
fairs to promote Chinese products. Legal consultants in Hong Kong also
offered consultation services to both Chinese and foreign businessmen to
help them better understand the differences between the two legal systems
in Hong Kong and China. On the other hand, Chinese businessmen
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1964 181 1.5 14.7
1968  21.8 2.1 8.7 13.8 19.5 16.4
1972  23.3 3.1 6.6 11.9 177 20.1
1974 20.9 5.5 5.7 13.5 17.6 14.4
1976 21.6 7.7 4.2 12.3 17.9 16.8
1977 237 5.9 4.5 12.5 16.6 13.6
1978 228 5.1 4.7 11.9 16.7 17.3
1979 225 5.6 5.1 121 17.6 12.4
1980 23 6.6 4.9 11.8 19.7 7.3
1981 23.2 7.7 4.5 10.4 21.3 6.7
1982 2241 7.1 4.8 10.8 23 5.8
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collected information about overseas markets and technology in Hong
Kong so as to enhance the quality of their products and understanding of
the consumer patterns in other countries, ultimately to prepare for launching
their products into the international market. Foreign enterprises, especially
multinational conglomerates, were also interested in sharing the immense
consumptive market in China. With the excellent infrastructures, positive
and open attitudes towards foreign investments, Hong Kong offered all that
foreign enterprises wanted for business. Many foreign enterprises flocked to
Hong Kong to establish branches or Asia-Pacific headquarters in order to
tap the China market.’

Meanwhile, trade between Hong Kong and Mainland China grew
gradually following China’s economic reform. As Table 3 shows, in the
1970s, Hong Kong's import trade relied heavily on Japan and China. With
China’s economic reform, more and more Chinese textiles and garments
were imported into Hong Kong. In only five short years from 1978 to 1982,
the proportion of Chinese imports rose by more than 6%, edging closer to
that of Japanese imports. As for re-export trade, the proportion of Chinese
products skyrocketed exponentially from 1.6% in 1978 to 18% in 1982, a
surge by more than ten-fold. These figures reflected the significance of Hong
Kong towards China’s external trade after the economic reform. In re-export
trade, Hong Kong businessmen played the role of intermediaries between
the buying and selling parties. At the initial stage of China’s economic
reform, direct trade between foreign businessmen and Chinese buyers was
considered by both parties as a high-risk business. Seizing this opportunity,
Hong Kong businessmen provided the two parties with indirect trade services
and facilitated their trading activities, assuming the role as a vital entrep6t in
the 1980s.” While the trading activities between China and Hong Kong were
increasing, the Customs responded to the social changes and adapted with
the times, strengthening its import and export control at the various control
points in Hong Kong on one hand, and assisting in developing the new
control points then under construction on the other.

Table 3: Comparison of Import and Re-export Trade with Hong Kong’s Major Trading Partners (1964-1982)

1964
1968
1972
1974
1976
1977
1978
1979
1980
1981
1982

18.1
21.8
23.3
20.9
21.6
23.7
22.8
22.5
23
23.2
221

2.1
3.1
5.8
7.7
59
5.1
5.6
6.6
7.7
7.1

8.7
6.6
5.7
4.2
4.5
4.7
5.1
4.9
4.5
4.8

11.5 14.7 13.9 15.3 3.4

13.8 19.5 16.4 10.8 15.7 6.4 1.7
11.9 17.7 201 10.5 7.8 8.8 2
13.5 17.6 14.4 121 8.6 7.2 2.8
12.3 17.9 16.8 10.5 7.9 9.6 1.4
12.5 16.6 13.6 10.8 ) 10.8 1.8
11.9 16.7 17.3 10.5 9.8 8.8 1.6
121 17.6 12.4 9 8.4 10 6.6
11.8 19.7 7.3 8.3 9.2 10.3 156.4
10.4 21.3 6.7 7.8 10.2 11.5 19.3
10.8 23 5.8 8.2 10.4 12.7 18

M ER BERERE 1977-1997
Significant Organizational Development Amid
Take-off of the China-Hong Kong Economy

313



314

FhT 7 F s O B S I R AR A W ) 1 N 2 P
FEBH A o B O A5 ) B9 R A MELRR BERG 72 1978 4F 11 H 17 H B
AT S ZE AR MR MUAR - S BH h 1979 4ER9 16 & BTt
£ 1984 4F9 160 &5 5 1979 4F 4 H 4 H> 2B— PR SLBE RN
BB KRB Y - IR A Sl B > (B 4 R {5 T
CAR s AT I & bl 2 2875 0 1 5 e g% A8 il sl 75 THT » SC8R
VEAE IS 1980 4F 8 HIE
RO > %1986 4 7 H 8% il
SR IRE 1) 3 S 888 4 S 3 5 1
SR A il B 1985 48 5 H
1 FBAGREEAE 5 T I 2 d K
& K5 UNAE I IR 1989 4F 12
H 29 HiEi- DA E& BN
AR A A 5 0 10 AR N SE R
J2 W T 4 BEL oAy I L LR
TR R RE s 5 1 R B e
Vg BAE b2 4% 11 i AT Y
2 FL AN 4R B AR A
AP B AN AL & % Al RE 2
BHE % -

DI 58 FABKAE 1R
IFF » #I2 HEK BT AR % M BYEITI AR o i IR &1
FRRI BRTEERNBLRANESS EmESMBER -
AN BEEMLT#ERA] Miads b EFmaiREmr
TARATE s BN BRI I AL G Rl 7E e
[RE] WAL ES  diaf [#a] MitEiEEs b hiE
FARK N B0E T4 BB N Y B W i s 2 i B o KT > B s B 4K
HE > BB AR BIRTES DRI ASBER R R
=G B ATEEBE T > A0 - XOeAs A S A 1982 AFERETEFITA
B CIREA -

ERBEBER
Hong Kong Customs - A Centenary History

[Em]

RS [FRE]

[Picture 4]

“Pork table” at Kai Tak Airport

As commercial activities between China and Hong Kong
continued to develop, more control points connecting the two
places were opening up one after another. On 17 November 1978,
the now defunct Tai Kok Tsui Ferry Pier started running China-Hong
Kong passenger hover-ferry service, and the passenger throughput
soared from 0.16 million in 1979 to 1.6 million in 1984. On 4 April
1979, the first Kowloon-Guangzhou through train departed. Though
a pilot run, it foreshadowed a steady increase in passenger and
cargo flow between China and Hong Kong after years of stagnant
growth. As for land border crossings, Man Kam To Control Point
went into operation in August 1980 and then further developed
into the current New Man Kam To Control Point in July 1986; Sha
Tau Kok Control Point was commissioned on 1 May 1985 and
the busiest checkpoint, the Lok Ma Chau Control Point on 29
December 1989. These border crossings were completed within
a rather short span of 10 years, which reflected the enhancing
economic cooperation between Hong Kong and Mainland China,
Guangdong Province in particular. The Customs’ anti-smuggling
and anti-drug efforts at these crossings were of utmost importance
in safeguarding government revenue and maintaining public order
of Hong Kong.

In the past, the Preventive Service officers used to inspect
passengers and cargo with bare hands in enforcing the law at
the control points. Apart from those Preventive Service officers
on duty, most commonly seen at the control points were rows of
inspection tables and cargo examination platforms. Passengers’
luggage was inspected by the Preventive Service officers by hand
on inspection tables nicknamed “pork tables”. Containers selected
for inspection were examined at either incoming cargo examination
compounds nicknamed “the big warehouse” or outgoing cargo
examination compounds “the small warehouse” where Preventive
Service officers unloaded by hand the goods out of the containers
for examination. But with the advent of technology, the Customs
started introducing modern equipment from the 1970s onwards
at the control points to speed up clearance and strengthen law
enforcement. For example, X-ray examination systems have been
introduced at all control points since 1982.
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[Picture 5]
Inauguration ceremony of Mobile X-ray Van in 1988
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[Picture 6]
Mobile X-ray Van in 1988
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Perforator was used at land border control points to perforate at one time the whole set of import and export cargo
manifests with a unique number, which saved the procedure of chopping each cargo manifest by hand

M AEEER BERERE 1977-1997
Significant Organizational Development Amid
Take-off of the China-Hong Kong Economy

317






320

ERBHAEE
Hong Kong Customs - A Centenary History

[EH]

N R B Hiluh
[Picture 9]

Man Kam To Control Point
in the 1980s
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[Picture 10]

Shang Shui Cargo
Examination Post in the
early 1980s
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[Picture 11]

Old Lo Wu Control Point
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[Picture 12]
Aerial view of Sha Tau Kok
Control Point
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[Picture 13]

Sha Tau Kok Control Point
in the 1980s
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Section 3

Following China’s policy of reform and opening-up, Hong Kong
has evolved from a manufacturing to a service-based economy.
After the Second World War, as China had erupted into the Civil
War and the United Nations had imposed embargo against China,
industry grew rapidly to becoming the most important economic
pillar of Hong Kong in the ensuing two decades. In 1980, the worker
population in the manufacturing industry and related professions
amounted to as many as a million, equivalent to one-fifth of the total
population at the time. In the 1970s, due to the global oil crisis and
China’s opening-up policy, many local factories moved northwards
into the Mainland, diminishing the importance of industry in Hong
Kong. Apart from the abundant labour and land supply while China
was opening up, the relatively low operating costs in the Pearl River
Delta Region also drew in many businessmen to set up factories
there. At that time, almost 80% of foreign capital in Guangdong
Province came from Hong Kong. As Table 4 shows, the majority of
labour-intensive Hong Kong products, such as garments and metal
products, saw a downward trend in export in the 1980s, while there
were increases in export of high-technology and high-cost products.
These figures highlighted the phenomenon of the restructuring of
the local industries, and foreboded the decline of the manufacturing
sector in Hong Kong."
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Table 4: Distribution in Exports of Local Products (1980-1990) *
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Industrial Machinery

Communications and Audio Equipment

Metal Products

Travel Accessories and Handbags

Footwear

Jewellery

Paper and Printed Matters

Plastic

Others

As Hong Kong’s manufacturing industry was falling out of
fashion, the service sector including financial services, tourism and
transport was rising to prominence.

The development of the civil aviation industry made it easier
for tourists from all over the world to visit Hong Kong. The local
tourism industry began to grow in the 1960s, and in 1972, the tourist
throughput for the first time broke through one million. In the mid-
1980s, the annual throughput rose even further to three million.
Hong Kong’s excellent transport network, together with its fame
as the “Gourmets’ Paradise” and the “Shoppers’ Paradise” etc, all
successfully drew in waves of tourists. The tourism receipts rose
from HK$1.265 billion in 1966 to HK$6.529 billion in 1980, indicating
the robustness of the tourism industry.

As always, the Customs was susceptible to the rapid growth of
the transport industry. With the increasing transport capacity and
the surging volume of land and river transport following China’s
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reform and opening-up, the cargo industry developed rapidly in
Hong Kong, experiencing a growth by more than five-fold in cargo
transport in just two decades. On the other hand, the development
in the shipping industry strengthened Hong Kong’s role as a
maritime transport hub. Soon after its commissioning in 1972, the
Kwai Chung Container Port was further expanded incrementally
from its first three terminals to the current scale of nine terminals
with 24 berths.™ To cope with the growth in cargo flow and speed
up clearance, the Customs not only increased its strength, but also
started constructing in 1997 a new Kwai Chung Customhouse,
equipped with modern clearance facilities to address the growing
needs in operation. The Customhouse was inaugurated in 2001 as
a significant milestone in the development of both the Customs and
the logistics industry in Hong Kong.

> BN A2 o Ji— i 1§
BEJRAL R T AR O A A o S5 B
WS BEAE 1972 FHA MBS A% > PEAEAE A 1 =
AR 05 B B 2 i - 3 TR UL AE 1) LA A AR
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Wi BR - 1 BATESE I AT R IR > JRJA 1997
AT B Vg TR S T KM - AR 2P HEE VG IR R it DA
JEAST VIR R 0 5 22 o 75 e KBETE 2001 44 > 2 1R BH AT
VR U S PR Y — ] L LA o

(E+m]
BRESIRAIBIMR

[Picture 14]
Kwai Chung Customhouse

xE BBRLEE BREMZBEEBR (1971 F 1990 F) 15 Table 5: Hong Kong Cargo Transport, Passenger Traffic and Transportation (1971-1990) '°

1971 6,224 15,932,842 48,873 15,428
1974 9,664 19,893,664 52,929 14,691 197 Rt Vo2 S 19425
1977 11,767 27,269,234 50,050 17,884 1974 ek lBesiths 2ee ek
1980 21,164 35,769,700 54,569 20,569 1977 1,767 27,269,234 50,050 17,884
1984 33,696 51,540,504 57,016 23,783 1980 2l SR R 2k
1987 51,744 71,249,093 73,643 29,729 1984 33,696 51,540,504 57,018 23,783
1990 63,667 87,375,101 105,782 37,671 1987 SR Pl BI0RE CEE A
1990 63,667 87,375,101 105,782 37,671
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While rising to success, the aforesaid industries drifted some
peripheral industries such as catering, passenger transport
and entertainment to significance, driving the Customs towards
reforming its structure to go in sync with time. In July 1989, Patrick
John Williamson, the then Commissioner of Customs and Excise,
announced to the public the structural reform of the Customs.
He believed that the old system was “outdated and stiff” and
would not be able to face up to the challenges of the 1990s. More
importantly, the administrative division of the Department by regions
made operations inconvenient. The focus of the reform, therefore,
rested upon the transformation of a region-based administrative
division into a function-based one. Four new branches were

Branch) ~ ¥ Bf 17 ) J& (Operations Branch) ~ iff B ¥ &
Ji& (Investigation Branch) Ml ¥ % % fil J& (Trade Controls
Branch) @ 7l b By AR EERR 7 B RN BN EHe MUMERE
WIS~ JUREAE B = AR 43 W A > FU e e O {1 DA RE 14>
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therefore established, namely the Headquarters Branch, the
Operations Branch, the Investigation Branch and the Trade Controls
Branch, each led by an Assistant Commissioner or the equivalent
Directorate rank. The functions used to be performed by the three
regional formations, Hong Kong Island, Kowloon and the New
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under the Operations Branch, namely the Airport Command, the o - g E...-
Control Points Command, the Marine and Land Enforcement Command 5 " L) E E
and the Ship Search and Cargo Command. The Customs also set up E 5 % = 35 § 3
the Civil Secretariat, with a new post of Civil Secretary, to take care of e E. g % E mes, E) o g
internal affairs and financial matters. im 3 E A :g
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One of the major foci of this round of reforms was to split the gg
Investigation Bureau into two, taking the predecessor of the Trade #E c
Controls Branch, i.e. the Trade Controls Group, out as a separate unit o~ :g' E
to be headed by the Head of Trade Controls, a newly created post filled - ﬁ - f.j
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Customs and Excise. The Trade Controls Branch oversaw the system £ z'ﬁ A i
relating to Certificate of Origin, import and export licensing regulation g ° : E"‘ =
of strategic commodities and reserved commodities, and enforcement ay o S .§ EE
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Section 4

After the Second World War, the importance of international
cooperation in maintaining world peace has been well recognized
around the world. Various intergovernmental bodies including the
Customs Co-operation Council were formed, particularly after the
establishment of the United Nations in 1945. As early as 1947, 13
European governments represented in the Committee for European
Economic Co-operation agreed to examine the possibility of
establishing a European Customs Union based on the principles
of the General Agreement on Tariffs and Trade (GATT). On 15
December 1950, all contracting states signed the Convention
Establishing a Customs Co-operation Council in Brussels,
Belgium. The first Council Session was held in 1953 with the aim
to enhance cooperation among member states in areas such as
customs procedures, technology and legislation, so as to facilitate
global trade. The inaugural session of the Customs Co-operation
Council was held on 26 January 1953 among the representatives
of 17 European countries. To commemorate this occasion, the
Customs Co-operation Council in 1984 designated this day as the
International Customs Day, which has since become an important
event for the customs community worldwide each year.

In June 1984, the Hong Kong Customs formally participated
in the meetings of the Customs Co-operation Council. In fact, the
Hong Kong Customs had been attending the Council's meetings
as an observer since 1980. The then Deputy Commissioner of
Customs and Excise, Keith Broadbridge, indicated that by joining
the Customs Co-operation Council, the Hong Kong Customs would
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Co-operation meeting between Hong
Kong Customs and Korean Customs in
1982

receive professional training, technological support and intelligence
exchange, etc from the Council, which would in turn enhance the
law enforcement efficiency.'® In 1984, the Hong Kong Customs
joined the Council, initially as a member of the United Kingdom
Delegation. It was not until 1987 that the Hong Kong Customs
secured an independent membership in the Council.

After signing the Sino-British Joint Declaration, the Chinese
and British Governments formed a joint liaison group to discuss
the post-handover status of Hong Kong. Eventually, the two sides
reached the consensus that Britain would propose to the Council
for Hong Kong to enjoy the status as an independent member of
the Council as Hong Kong would become a Special Administrative
Region of China after the handover, enjoying a high degree of
autonomy except in foreign and defence affairs. China also issued
a declaration ensuring that Hong Kong would be governed under
the principle of “Hong Kong People ruling Hong Kong, with a
high degree of autonomy” after the handover and could keep its
membership at the Council in the name of “Hong Kong, China”. In
June 1987, Hong Kong was admitted as an independent member
of the World Customs Organization at the Ottawa Council meeting.
The Hong Kong Government subsequently allotted HK$200,000 for
the membership fee for that year."”

The Hong Kong Customs has hitherto played an active role
in the various groups of the World Customs Organization. In
December 1987, the World Customs Organization Asia-Pacific
Regional Intelligence Liaison Office (RILO) was set up, being run by
the first operating unit — the Hong Kong Customs. The Liaison Office
was aimed to strengthen international customs cooperation and
intelligence exchange to combat drugs and smuggling problems
at regional level. The World Customs Organization has set up 11
Liaison Offices globally covering the six regions of the Organization,
namely the North of Africa, Near and Middle East Region, the West
and Central Africa Region, the East and Southern Africa Region,
the Far East, South and South East Asia, Australasia and the Pacific
Island Region (Asia-Pacific Region in short), the South America,
North America, Central America and the Caribbean Region and the
Europe Region. As the Liaison Office in the Asia-Pacific Region,
Hong Kong was responsible for coordinating regional intelligence
exchanges and analyses, customs operations, and issue of alarms.
The Hong Kong Customs had hosted the Liaison Office for 11 years,
until its relocation to Japan in January 1999. Since the relocation, a
Senior Inspector has been seconded from the Hong Kong Customs
to the Liaison Office to coordinate intelligence exchanges for the
members. In January 2004, the Liaison Office was moved to Beijing.

In addition, the Hong Kong Customs successfully co-organized
the Annual General Meeting, including the 87th/88th Sessions of
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Logo of the World Customs
Organization

the Council and the 35th Session of the Policy Commission, of the
World Customs Organization in Hong Kong in June 1996. More than
280 delegates gathered in Hong Kong to attend this large-scale
international conference organized by the Hong Kong Customs for
the first time."

Cooperation with Mainland Customs

The Hong Kong Customs has maintained close liaison with
the Mainland Customs since the late 1970s when the Xinhua
News Agency coordinated the first Mainland Customs delegation
to visit its Hong Kong counterparts. In May 1981, the first official
meeting between the Hong Kong and Mainland Customs was held
in Hong Kong. During the meetings in Guangzhou and Shenzhen
in November 1982, the two parties agreed to establish a liaison
mechanism by setting up liaison officer teams. In 1983, the first
Annual Review Meeting on Customs Liaison Arrangements between
the Hong Kong Customs and the Guangdong Sub-Administration
of the Customs General Administration was held in Hong Kong. In
1998, the Hong Kong Customs signed the Informal Consultation
Meeting Memoirs with the Mainland Customs kick-starting the
cooperation between the Mainland and Hong Kong Customs. On
1 March 2000, the Hong Kong Customs and the Customs General
Administration signed the Customs Cooperative Arrangement,
establishing the mode and scope for mutual cooperation and laying
foundation for future partnership. Without changing the existing
modes of liaison and cooperation, the Arrangement enhanced the
Mainland-Hong Kong coordination by enshrining therein the long-
established procedures, such as the liaison mechanism.
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[Picture 18]
Distillery inspection in 1984

Section 5

Protection of revenue has always been a major task of the
Customs. Since the inception of the Preventive Service, duty
collection has been an inalienable part of customs service. In the
fiscal years of 1984-85 and 1985-86, there was a drastic change in
the duty system, including the introduction of the ad valorem duties
on European-type liquors and cosmetics, and specific duties on
non-alcoholic beverages. Since the Preventive Service enforced the
Liguors Ordinance in 1909, specific duties had mainly been levied
on all kinds of liquor and other dutiable commodities. The Hong
Kong Government decided to adopt the ad valorem duty system
mainly because of its relative fairness to consumers. Under the
specific duty system, consumers of cheaper liquors paid exactly the
same duty as required for the expensive ones. On the contrary, the
ad valorem duty system would achieve the “ability-to-pay” effect.

Financial Secretary John Henry Bremridge, who took office
in 1981, was pivotal to the duty reform. Formerly a taipan of
John Swire & Sons, Bremridge was the first Financial Secretary
without civil service background. His management style differed
from his predecessors’ most obviously in his departure from the
Government’s long-standing policy of non-interference with market
operations. Within his tenure (1981-1986), besides reforming the
duty system, Bremridge also contributed a lot to the stability of the
financial system. For example, he established the Linked Exchange
Rate System in 1983 to link the Hong Kong dollar to the United
States dollar, which successfully helped Hong Kong overcome the
economic turbulence brought by the Sino-British negotiations and
rescued the monetary regime from the brink of collapse then.™
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Ad Valorem Duties Levied on European-type
Liquors

Since the Preventive Service started levying duties on liquors in 1909,
specific rates irrespective of the value of the products were imposed on
the basis of the type, or even the place of origin of the liquors. In 1984,
Bremridge decided to impose a uniform ad valorem rate of 20% on all
European-type liquors. Adhering to the “ability-to-pay” principle, the
Government implemented this new duty system as a reform measure, but
not a revenue raising device. Bremridge estimated that revenue generated
from alcoholic liquors duties would only increase by HK$50 million in the
first year. All non-European-type liquors, like industrial alcohol and beer etc
were exempted. In response to the change, the Customs was authorized to
conduct valuation and duty assessment on the liquors subject to ad valorem
duty.”

In 1994, the ten-year old duty system was further reformed after being
criticized as regressive. The duty structure was simplified from a combined
specific and ad valorem duty system to a straight ad valorem duty system.
The then Financial Secretary Nathaniel William Hamish Macleod explained, “It
is open to criticism as regressive, because the overall duty represents a lower
percentage of the total cost of an expensive product than of a cheaper product
of the same type.” He therefore proposed reforming these arrangements by
introducing a simple ad valorem system applying different rates to different
products, except for methyl alcohol, on the basis of three tiers defined broadly
accordingly to alcoholic strength. In common with the purpose of the last
reform, the new system was revenue neutral in nature, aiming to unify the duty
rates and to facilitate taxpayers. Products at the lower end of the market, which
had been subject to a higher rate of duty relative to their cost, benefited as a
result of a reduction in the duty payable. MaclLeod pointed out that about 89%
of the wines for sale in Hong Kong with Cost, Insurance and Freight (CIF) price
lower than HK$50 per litre would be levied lower duties. At their current price
levels, the nine best-selling brands of wine would have their duties reduced in
the range of HK$21 to HK$29 per litre. Before the implementation of the new
duty system, retail prices of the nine brands varied from HK$70 to HK$115
per litre. On the other hand, duties on wines with CIF price over HK$50 per
litre would be increased. Consequently, top wines with retail price over several
thousand dollars a bottle were worst hit by the new duty system. The basis for
calculation of ad valorem duty was also revised from CIF price to the price of
the product at the point of delivery by the seller. MaclLeod stressed that the
new system was intended to provide a level playing field for both importers
and local producers.”’

For better valuation of wines, the Hong Kong Customs’ Office of Dutiable
Commodities Administration developed a comprehensive wine database with
over 400,000 pieces of data to help check whether the importers’ declaration
corresponded with the market prices.
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Table 6: Ad Valorem Rates on Liquors in 1994

=28 30% A FBEDE 100% Liguor with an alcoholic content above 30% 100%
BB EE 30% A THEEE 90% Grape products with an alcoholic content of 30% or below 90%
B8 30% - IFE A AN S B R R EEES 30% Non-grape alcoholic beverages and alcohol products with an alcoholic 30%

content of no more than 30%
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In 1985, the Government introduced some other reform
measures in the duty system again. One of the measures involved
the reintroduction of duties on cosmetics. In fact, duty had once
been payable on toilet preparations and medicated spirit as early
as September 1931. Toilet preparations and medicine containing
10% of alcohol, and later daily articles with no alcoholic contents as
well, were regarded as dutiable commodities subject to legislative
control. In 1959, the duty was abolished because the Government
believed the people’s livelihood was substantially affected by the
price increases in the daily articles such as toothpastes, lipsticks
and soap bars.

The main reason behind the reintroduction of the duty was the
need to tackle the fiscal deficit. As Bremridge’s 1984-1985 budget
indicated, the Government recorded a deficit of HK$2.1 billion in
the fiscal year 1983-1984 and projected a deficit of HK$1.8 billion
in the fiscal year 1984-1985. Duty on cosmetics was therefore once
again imposed, being regulated under the Dutiable Commodities
Ordinance as one of the new sources of revenue. Any preparation
applied to improve, beautify and generally increase the attractiveness
of a person including moisturizing sticks, lipsticks and cologne
was regarded as dutiable commodities while soap, toothpaste and
shampoo were, by and large, non-dutiable. As prescribed by law,
anyone importing or exporting, retailing or manufacturing these
dutiable commodities should apply for relevant licences from the
Customs; otherwise, if found in possession of the dutiable cosmetics,
he would be liable to a maximum penalty of HK$5,000.% All imported
cosmetics were levied a 25% ad valorem duty on the CIF price
while locally produced cosmetics were levied the same rate on the
wholesale prices. The Government estimated that the retail prices
of the majority of cosmetics would increase by 2% to 13%, and the
revenue yield from cosmetics duty would be HK$100 million.”

The revenue from cosmetics duties then rose year after year,
except a slight decrease in 1989, from HK$90 million to around
HK$330 million in 1992, representing an increase by 3.6 times. In
1991, the duty rate on cosmetics rose further from 25% to 30%. From
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the general public and the cosmetics traders’ perspective, the duty
burden was by no means light. Urging the Government to abolish
the duty, the traders conceded that many visitors had cut down their
expenditure on cosmetics while some had even turned to places
with lower or free duties, eventually affecting Hong Kong’s great
reputation as a “Shoppers’ Paradise”. Financial Secretary Macl.eod
therefore announced in the 1993-1994 budget that he would abolish
this duty which had sustained for eight years. The industry welcomed
the move and pledged that the retail prices of cosmetics would fall by
at least 10%. On 3 March 1993, cosmetics were eventually removed
from the Dutiable Commodities Ordinance.”

Table 7: Revenue Yield from Cosmetics from 1985 to 1992

1985-1986 93.65
1986-1987 138.56
1987-1988 181.05
1988-1989 230.60
1989-1990 226.90
1990-1991 267.92
1991118182 320.57
1992-1993 327.72

Duties Levied on Non-Alcoholic Beverages

Alongside the reintroduction of cosmetics duty, the Government
also imposed duty on non-alcoholic beverages, which were placed
in a sealed container, including milk products, soft drinks and mineral
water. In fact, as early as 1941, the Government had once levied duty
on table water as part of Entertainments Tax. “Table water” was an
umbrella term for non-alcoholic beverages including Sarsaparilla and
lemonade. In order to increase Government income for the impending
war, the new duty was levied at the rate of HK$0.24 per gallon and
expected to raise an extra revenue of HK$300,000. Sale activities of
these beverages had to be covered with licences and permits issued
by the Government until the duty was abolished in 1973.% Its abolition
was attributable to not only the yield of HK$10 million being considered
insignificant, but also the increasing enforcement difficulties resulted
from the ongoing emergence of new beverage products in the market.

Bremridge explained in the 1985-1986 budget that there were three
reasons behind the reintroduction of the duty on non-alcoholic beverages.
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Firstly, many soft drinks were retailed at prices similar to those for beer.
Those who could afford soft drinks could arguably afford to pay duty as
for beer. Soft drinks were a pleasing indulgence not a necessity, thus it
was reasonable to consider them as luxuries for the purpose of taxation.
Secondly, it was important that the revenue-producing base should be
broadened whenever possible and the potential yield was large. Thirdly,
the legislative definition proposed for non-alcoholic beverages was wider
than that applicable to table waters duty hence there would be less
resistance to enforcement. The duty rate of non-alcoholic beverages was
HKS$0.6 per litre, and distilled water, milk, pure vegetable or fruit juices and
soup were exempted from duty. The Government anticipated the revenue
yield of HK$200 million from the reintroduction of this duty.”

The Customs was responsible for assessing all types of beverages
to determine whether they should be exempted from duty. Anyone
importing or exporting, retailing or manufacturing the beverages had
to apply for relevant licences from the Customs. The duties on non-
alcoholic beverages were levied until 1992. Financial Secretary Macleod
announced the abolition of such duties in the 1992-1993 budget speech
and requested the beverage companies not to raise prices in the ensuing
twelve months so that consumers could also bengfit from the move.”’

Table 8: Projected Impact of the Non-alcoholic Beverages Duty on Various Drinks in 1985 %

Schweppes Cream Soda

Evian Mineral Water 5.90 0.90
Hi-C Chrysanthemum Tea 1.30 0.15

Table 9: Revenue from Non-alcoholic Beverages Duty from 1985 to 1991

1986-1987 177.39

1988-1989 199.33
1990-1991 208.93
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Motor Vehicle First Registration Tax

The Hong Kong Government introduced in as early as 1961
the Motor Vehicles (First Registration Tax) Ordinance, which was
enforced by the Transport Department. The Ordinance required
importers to pay taxes to the Transport Department within a certain
period upon the importation of new vehicles. The tax amounts
were determined on the Cost, Insurance and Freight (CIF) values
declared by the importers.” However, the Government noticed that
many importers deliberately understated the CIF value so as to reap
unlawful profit. In view of that, the Transport Department reviewed
the Ordinance in 1987 and the Customs proposed amendments in
1990. In 1993, the amendments were adopted and the Customs
was authorized to assess the taxable value. Instead of the CIF
value, the Customs adopted the vehicle retail price as the basis of
valuation, so as to prevent importers from underdeclaring the CIF
value for profit.

The special feature of the Motor Vehicle First Registration Tax
is that it is levied by the Transport Department though assessed
by the Customs in respect of imported vehicles for sale in Hong
Kong. To perform the valuation task, the Customs then established
a 15b-staff Motor Vehicles Valuation Group under the Office of
Dutiable Commodities Administration to handle import returns
and declarations submitted by importers and conduct verification
inspections against information provided. The manufacturing
year of a vehicle, its CIF value and other information collected by
the Customs relevant to the vehicle can be used as the basis of
assessing a provisional taxable value which the importer has to pay
to the Transport Department. An importer violating the Ordinance is
liable to a fine of HK$500,000 and to imprisonment for 12 months.*
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Section 6

Drugs in Hong Kong’s Early Days

Hong Kong has always been beset by drug problems. Opium was in
fact the triggering cause for China’s cession of Hong Kong to Britain. After
opening its port, Hong Kong continued to allow opium trade and divans
were thus everywhere. At one point, the Government had even instigated
the Opium Monopoly. After the Second World War, however, the Hong
Kong Government started to attach importance to tackling drug problems.
With the rising population and the ensuing social pressure, many people
resorted to drugs to allay their grievances against the society. Opium and
heroin were so cheap at the time that even the improvised could afford
to stupefy and enliven themselves, making them the two most prevalent
drugs in the early days of Hong Kong.

Meanwhile, many triad members from China took advantage of the
momentous upheavals in the Mainland to come to Hong Kong. Among them
there were heroin manufacturing experts, who shifted the base to Hong
Kong for production of quality heroin.®" In 1959, the Government issued a
White Paper on “The Problem of Narcotic Drugs in Hong Kong”, admitting
that drugs had affected the social and economic development. At that time,
there were as many as 250,000 drug addicts spending HK$200 million
on various types of drugs each year, posing harm to both individuals and
the community.® As a result, the Government expanded its drug addiction
rehabilitation services and set up the Action Committee Against Narcotics
to combat the drug abuse problem. Non-governmental organizations, such
as the Society for the Aid and Rehabilitation of Drug Abusers and the Hong
Kong Discharged Prisoners’ Aid Society, also contributed a lot of efforts
towards drug treatment and rehabilitation services.

M AEEER BERERE 1977-1997
Significant Organizational Development Amid
Take-off of the China-Hong Kong Economy

349



xt+ 1951 FEESRETS

o)y 7] 15,207
RISH ] 573.3
ShEE ] 304.6
IS RK REg# A 728
AR 2 8,504
RS THYER 2 2,300.4
RET /NI 5.82
IS % 1,336.2
HEISLE =) 1,062.64
RS 7] 5.6
ISREER [} 77
AR KL 36,315
AT EE S m

AL 1914 FEUNEATI S E R MAAKE S IREBUN
RS T 7 5 FE VA A6 7 BB AN B o Bl G B PR R S st >
WEHURT IR 1946 SEBUA MG R 82 - MBI B AR B EUR - 1955
s ARALBRNT SRR A > B BK— (Al 1 AR TR o A
KEMAE SRHaEENFERERRABHER g
[ BRI B A A R TR BRI A R SR R S R
A, EHAFIRFARER (485 # (Special (Narcotics)
Division) o % FARK B I8 18 & AR B 5 ah A A St F e fE
[ 74 i £ > TR AR RN A AT R IR B dim M o2 1959 4F - %8 FARK I 48
B LAEME— D13 S0 > 5 PR 4 8 (K R A 1 (4%
1E) BBI) (Importation of Acetic Anhydride (Prohibition)
Regulations) » & il 322 5 J5URh2 — Y M6 7K TS IR A9 4 11 o
1969 4F > BR80T FT 10 Cfa B gem i ) - B n i Ji ot
RIETRIAN > TRINAKRD B35 B3 F0 03 85 fa B 2B M) TR & - 72
UG BB S ST A BUE R B A - SR BUR T T B 55 A PRt o

EREBEHEEE

350 Hong Kong Customs - A Centenary History

Table 10: Statistics of Seized Drugs in 1951 *

Raw Opium Tael 15,207
Prepared Opium Tael 5733
Dross Opium Tael 304.6
Opium Water Fluid Ounce 728
Heroin Gram 8,604
Heroin, Crude Gram 2,300.4
Heroin Mass or Paste Kilogram 5.82
Morphine Gram 1,336.2
Morphine, Crude Ounce 1,062.64
Heroin Dross Tael 5.6
Opium Residue Tael 77
Heroin Pills Tablet 36,315

Preventive Service and Drugs

As early as 1914 when the Government practised the Opium
Monopoly, the Preventive Service was tasked to raid drug divans
and crack down on illegal drug dealings in order to protect revenue.
However, in response to changes in the international community, the
Hong Kong Government terminated the Opium Monopoly in 1946
and started implementing anti-drug policies. In 1955, the Preventive
Service set up an anti-narcotics section working closely with the
Police to stem drug dealing activities.** Working collaboratively with
each other, the Preventive Service’s anti-narcotics section detected
cross-border drug trafficking activities at Hong Kong’s control
points and provided the Police with drug-related intelligence, while
the Police conducted anti-drug operations within the territory. In
the following year, the anti-narcotics section was upgraded to the
Special (Narcotics) Division. Besides, the Preventive Service also
conducted search on vessels and aircrafts from high-risk drug
source and transit countries, apart from ferries hovering between
Hong Kong and Macao.® In 1959, the duties of the Preventive
Service further expanded when the Government enacted the
Importation of Acetic Anhydride (Prohibition) Regulations to control
the import of acetic anhydride, a major ingredient for manufacturing
drugs. In 1969, the Government amended the Dangerous Drugs
Ordinance, not only to enhance the penalties for offences existing
then, but also to introduce punishments for offences relating to
dangerous drugs manufacturing and distribution. The amendments
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became the blueprint of anti-narcotics law enforcement reflecting
the Government’s determination of fighting the drug problem.*

The main source of Hong Kong’s drug supply was the Golden
Triangle, which comprised Myanmar, northern Thailand and
northwestern Laos, so named because the region accommodating
these three places was shaped like a non-equilateral triangle. The
Golden Triangle was special in its geographical location. Although
it fell within the territories of the three countries, it was beyond
the reach of management by the three respective governments
for one reason or another. The mountainous terrain in the Golden
Triangle was ideal for the cultivation of plants like opium poppy. The
inhabitants there were a diverse bunch with varied backgrounds
including not only aboriginal people, but also syndicates of armed
insurgents and remnants of the defeated Nationalist troops that
relied on drug dealings as the major source of income to fund
their purposes.®” After the Second World War, the Golden Triangle
became the world’s biggest drug factory, which produced up to
70% of the world’s drug supplies, mostly raw opium and morphine.

In the early days, a lot of the Preventive Service’s drugs
seizures were made in marine operations. Drugs were mostly
smuggled by trawlers from Thailand to some deserted islands in
the open sea where the drugs were hidden before being transferred
onto local fishing vessels to be sneaked into Hong Kong. Also, a
considerable number of significant drug seizures involved ocean-
going vessels sailing from Bangkok, where the drugs were loaded
on board after being delivered from northern Myanmar, a trafficking
route frequently abused by drug dealers. The most significant drug
trafficking case in the 1960s involved an ocean-going vessel, the
S.S. Prominent. In late 1960, the Preventive Service seized 1,078
pounds of opium wrapped in cellophane hidden in the cargo on
board the S.S. Prominent. At that time, a lot of opium smuggled
into Hong Kong was refined to heroin, a part of which would be
supplied to the local market and the remaining majority transited to
different parts of the world, Southeast Asia and the United States in
particular. Moreover, the Preventive Service had also made seizures
of smuggled morphine and cannabis. Hong Kong was thus given
the infamous label of an international drugs transit centre.*

Commencement of Drugs Raids within the
Territories by Preventive Service

The year 1971 was an important milestone for the Preventive
Service in its anti-narcotics operation. The then Head of the Trade,
Industry and Customs Department and Commissioner of Preventive
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[Picture 19]

Customs officer and narcotics dog
inspected air cargo at Kai Tak Airport
in 1978

Service, Sir Jack Cater, held a special meeting with the senior
members of the Service to evaluate the effectiveness of its anti-
narcotics strategies. Cater reckoned that drug traffickers had changed
their smuggling modus operandi, no longer sneaking the drugs simply
through the boundary crossings into the market. The meeting resolved
that the Preventive Service be expanded and its investigators given
more liberty to organize anti-drugs operations and more power to raid
divans, drug manufacturing and distribution centres inland.* Since
then, the Preventive Service/Customs had been not merely gatekeeper
defending the control points against drug traffickers, but as well
fighters proactively enforcing the law to arrest unlawful elements within
the territory. With this change, the Hong Kong Preventive Service/
Customs became the first customs organization in the world to enforce
the law against dangerous drugs inland.

The achievements of the Preventive Service/Customs in fighting
against drugs during the past few decades were striking. In 1971
alone, the Preventive Service raided 145 drug divans, manufacturing
and distribution centres, with more than 2,000 pounds of dangerous
drugs seized and more than 800 people arrested.

One of the Preventive Service’s early day anti-narcotics
operations that hit the headline happened on 17 January 1973. On
arriving at the Walled City for an anti-narcotics raid, 30 Preventive
Service officers were besieged by a mob of more than a hundred
gangsters. The mob hurled stones at the officers who then opened
fire in return for self-defence, hitting a rioter in the abdomen.
Four rioters were arrested and some heroin paste, dross and pills
seized.” In the years that followed, the number of the Preventive
Service’s raiding operations kept rising, from 112 in 1971, to 292 in
1972, 894 in 1973 and more than 1,400 in 1974, seeing a ten-fold
increase in just four short years.

Apart from launching proactive anti-narcotics operations,
the Preventive Service continued to intercept massive amounts
of drugs at the various control points. Since the mid-1970s, drug
trafficking syndicates mainly smuggled drugs by air, resulting in a
remarkable increase in seizures at the airport. For this reason, the
Preventive Service expanded its workforce at the airport in 1974
to interdict smuggling of airborne drugs into Hong Kong. Figures
in 1975 proved the expansion a wise tactic. In April, Preventive
Service officers at the airport seized at the Baggage Inspection Hall
19 kilograms of cannabis, which came from Thailand destined for
Guam. In September, the Preventive Service found eight pounds of
morphine hidden in a false compartment of a suit case carried by
a Thai woman, who flew to Hong Kong from Bangkok. In October,
4.5 kilograms of morphine were found in the cabin baggage of two
Thai women flying from Bangkok to Hong Kong. In November and
December, 10 kilograms of heroin was seized at the airport.
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[Picture 20]

Customs officer and narcotics dog
inspected passengers’ luggage at Kai
Tak Airport in 1978

Besides dangerous drugs, acetic anhydride was another major
target of the Preventive Service as it was a key chemical for mixing
with morphine hydrochloride bricks to yield heroin. Government
advertisements at the time frequently appealed for the public
sensing acidic odour to report to the Preventive Service because the
odour could be generated from heroin production, indicating drug
manufacturing in the neighborhood. In 1974, the Preventive Service
cracked two record-breaking cases of acetic anhydride smuggling.
In July, on a vessel named “Oregon Mail” from Japan to Hong Kong,
the Preventive Service found 200 gallons of acetic anhydride in 10
containers declared as dyes. It was then the largest seizure of its kind.
The second biggest case took place in October on board a vessel
named “Toshin Maru” from Yokohama, Japan, to Hong Kong. The
Preventive Service found a ton of acetic anhydride, worth more than
HK$300,000, in a crate declared to be containing grinding machinery.

Review of Major Cases in 1970s

During the entire 1970s, the Preventive Service/Customs spared
no effort to cracking down on drugs related crimes. The size of the
workforce deployed to accomplishing this mission accounted for
almost half of the strength at the time.

First International Cooperation

In May 1976, a team of Preventive Service staff assigned to inspect
outgoing passengers at the airport noticed that five men purporting to
be flying to Europe did not behave really like typical travelers bound for
Europe. Further investigation revealed that their air tickets had all been
provided by the same person and all their departure cards printed
by the same typewriter. The Preventive Service staff suspected that
they were planning to smuggle dangerous drugs onto the plane at the
stopover in Bangkok during the flight to Europe. The intelligence was
transmitted to the International Criminal Police Organization (Interpol)
on 25 May. The five men were subsequently arrested at the airport in
Paris for possession of 3.6 kilograms of heroin. It was the first fruitful
cooperation in intelligence exchange between the Preventive Service
and the Interpol.

In addition, in May the same year, the Preventive Service co-
hosted a conference with the United States Customs in Hong Kong
on drug smuggling issues. Representatives from 14 countries
attended this conference, which was the first of its kind Hong Kong
has organized.”'
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On 12 August 1976, Preventive Service officers
boarded the “Solar Continental Maru”, a cargo
vessel purportedly arriving from Kota Kinabalu in
Malaysia. Investigation by the Preventive Service
revealed that the vessel had, in fact, departed
from Bangkok. Upon searching, Preventive Service
officers found the water trough of the vessel
suspicious. After draining it dry, the officers found
a huge amount of drugs in a hidden compartment
sealed with an iron plate inside the trough. After
analysis, the drugs were found to contain four
kilograms of morphine salt, 13 kilograms of
morphine esters and 40 kilograms of prepared
opium, worth HK$2.6 million in total.* Six days later,
on 18 August, the Preventive Service intercepted
at Fo Shek Chau HK$25 million worth of dangerous
drugs including 228.6 kilograms of raw opium, 33.2
kilograms of morphine and 2.4 kilograms of heroin.
The Preventive Service was immensely exhilarated
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- . . [B=+=] by this massive seizure, especially when Sir Murray
L 2.4 XTSI o YN FEIE R B3 > SRR ALRRIEH 5L [eBES, | ERA Maclehose, the then Hong Kong Governor, sent
S, AR B - ( Murray Maclehose) 7R /B 48 LR T A1) F [Picture 22] in hi§ blessing and compliments for the Preventive
The “Solar Continental Maru” Case Service’s great success in the case.

A R I B AL A 52 5 o
K+— BB/ BEESEF—E (1971 F 1982 F) © Table 11: Figures of Anti-Drugs Raids by the Preventive Service/Customs (1971-1982)
____ -—_—

1971 N 1971 unannounced

1972 7,767 2,098 44.9 1972 7,767 2,098 44.9

1973 1,120 3,683 5 1973 1,120 3,683 5

1974 627 4,148 3.6 1974 627 4,148 3.6

1975 675 2,184 7.7 1975 675 2,184 77

1976 1,484 1,691 36 1976 1,484 1,691 36

1977 677 1,260 16 1977 677 1,260 16

1978 511 1,078 24 1978 511 1,078 24

1979 452 850 2.4 1979 452 850 2.4

1980 386 767 74 1980 386 767 7.4

1981 417 750 N 1981 417 750 unannounced

1982 880 1,098 27N ool 1982 880 1,098 unannounced
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Anti-drugs Work in 1980s

The 1980s saw the Customs facing new challenges in its anti-
narcotics work. Drug smuggling by the air mode had become
increasingly common since the 1970s. In view of this, the Customs
set up a Joint Intelligence Unit at Kai Tak Airport with the Police
on 19 July 1979 to enhance the exchange of drugs intelligence.
Another challenge the Customs was facing came from the ever-
changing modus operandi of drug smuggling. With the fast
development in all modes of transport, the volume of drugs in
each smuggling attempt became larger and larger. In 1982, the
Customs uncovered drugs inside a cargo container for the first
time. On a cargo vessel named the “World Lion”, the Customs
found 73 kilograms of heroin base in three air compressors. The
market value of the seizure could go up to HK$30 million if refined
into No. 3 heroin. In addition, Hong Kong witnessed the first case
of drug smuggling by internal concealment in 1980. To evade
Customs detection, drug traffickers first swallowed condoms
containing drugs, which would be excreted at their destinations.
This concealment method would gravely endanger or even Kill the
drug traffickers if the indigestible rubber sheaths stuffed with drugs
burst in their stomachs. However, lured by the lucrative profits,
many people still risked their lives to smuggle drugs with this modus
operandi. In 1980 alone, the Customs arrested eight persons with
internal concealment of dangerous drugs. A body packer, though
having successfully evaded detection, died of intoxication due to
rupture of packages containing dangerous drugs inside the body.*

Another common drug smuggling method in the 1980s was
related to the economic reform in China. With the opening-up of the
land borders, many drug trafficking syndicates started to smuggle
drugs by land in order to avoid the ever-successful Customs force
at sea. Drug syndicates purchased drugs from the Golden Triangle
and smuggled them into Hong Kong via Guangxi and Guangdong
through the border with Yunnan. They then used container trucks
as the means of transport and took advantage of the busy cross-
border cargo flow to smuggle drugs into Hong Kong. Despite the
risk of Customs interception, quite a number of drug traffickers
still hoarded their drugs along the Guangdong coastal areas for
storage, waiting for the opportunity to smuggle them into Hong
Kong by sea, so as to avoid the risk of transporting the shipment
direct from Thailand to Hong Kong.

The drug abuse pattern has significantly changed in recent
decades. Before the 1970s, opium and heroin were the main drugs
in Hong Kong, No. 3 heroin in particular. As No. 3 heroin contained
more impurities, the death rate through injection among drug
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addicts was very high. Towards the end of the 1970s, the purity of
heroin manufactured in the Golden Triangle was relatively higher,
allowing the drug manufacturing syndicates in Hong Kong to dilute
it into No. 4 heroin. Following years of bumper crops in the Golden
Triangle, the price of heroin became relatively stable, gradually
making it one of the most popular dangerous drugs amongst
addicts. With the increase in entertainment venues, many teenagers
fell prey to the lure of drugs, especially hallucinatory drugs like
cannabis and LSD (Lysergic). Many teenagers misconceived that
these hallucinogens, unlike opium and heroin, were non-addictive.
Coupled with peer pressure, the misconception contributed to the
increasing rate of drug addiction among teenagers. As Table 12
shows, more and more teenagers abused drugs inducing mood
swings, including methaqualone, cough medicine (containing
codeine) and cannabis. This was the reason why the United Nations
has drawn up the Convention Against lllicit Traffic in Narcotic Drugs
and Psychotropic Substances.

Table 12: Types of Drugs Taken by Teenagers under 21 (1984-1992) *°

Opium

Physeptone/
Methadone

Amphetamines

Barbiturates

Cannabis

Flunitrazepam

Cough Medicine

Footnote 1: As some teenagers take more than one type, the percentages in the table above add up to
more than 100%.
Footnote 2: “N/A” means no data; “-" means the percentage is lower than 0.1 or zero.
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No. 4 heroin seized by the Customs
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Table 13: Types of Drugs Seized by the Customs (1984-1992) *

Heroin:
No. 3 99 48 79 86 29 85 9 8 -
No. 4 72 44 39 €5 57 47 100
Heroin Base 151 90 146 6 1 - 17 21 3
Raw Opium 43 73 43 29 13 42 25
4 33
Prepared 10 12 12 19 16 4 2
Opium
Cannabis 24 47 12 374 125 59 50
i 29 144
Cannabis 7 . : 26 12 3 24
Resin
Footnote 1: “-" means the percentage is lower than 0.1 or zero.

The data in Table 13 concurs with the statistics in Table 12. The

consumption of No. 3 heroin fell noticeably while the volume of No.
4 heroin and cannabis seized were the highest among all types
of drugs. The Customs also intercepted dangerous drug tablets,

[B=+m] inconsiderable in amount as though.
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Cannabis resin seized by the Customs
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Heroin from Golden Triangle engraved
with “Double Uoglobe Brand” seized
by the Customs
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A heroin manufacturing centre, a
family-type sauna cabinet, smashed in
1984

Review of Major Cases in 1980s

“Anna Maersk”

On 16 June 1982, during a routine check on board “Anna
Maersk”, a vessel declared to be shipping 600 sacks of cornflour
from Thailand, Customs officers found 15 kilograms of heroin base
wrapped in polythene bags hidden in one of the sacks. To avoid
putting the smuggling syndicate on guard prematurely, Customs
officers released the remaining cornflour, allowed the consignment
to be delivered to a grocery in To Kwa Wan as declared, and at the
same time mounted 24-hour surveillance on the targets. Executing
the raid on 18 June, the Customs uncovered an additional 30
kilograms of heroin base hidden in two other sacks of the cornflour.
Together with the 15 kilograms seized previously, the 45 kilograms
of heroin base, if converted into No. 3 heroin, would be worth a
market value of HK$22.5 million.

Family-Type Sauna Cabinet

On 10 July 1984, the Customs smashed a heroin manufacturing
centre in Quarry Bay. It was a family-type sauna cabinet, fully
equipped with drugs manufacturing facilities. A seizure of 47
kilograms of heroin was made in the operation.

Anti-Drugs Work in 1990s

In the 1990s, drug syndicates continued using the Mainland-
Hong Kong land border to smuggle drugs. The situation was
not significantly different from that in the 1980s, except that the
1990s witnessed the rise of novel drugs, like 3,4-methylenedioxy-
methamphetamine (MDMA) which included ecstasy, thus resulting
in changes in teenagers’ pattern of drug abuse. Ecstasy was
originally prescribed as appetite suppressant but was commonly
abused by teenagers in the 1990s.

As indicated in the Customs’ detected cases, there were quite
some new smuggling methods in the 1990s. For instance, drug
traffickers from the West African countries including Nigeria used
to disguise themselves as air passengers and smuggle drugs
into Hong Kong through the airport. A few others carried with
themselves small amounts of drugs to be smuggled into Hong
Kong by through train; yet others resorted to international postal
packages in smuggling drugs into the territory.
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[Picture 27]
7,225.7 kilograms of cannabis seized by the Customs in September 1996
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Since 1987, Hong Kong had been put on the list of “Major
Drug Transit Centres” by the United States Government. Taking into
account the Customs’ continued efforts towards joining force with
local and overseas law enforcement bodies in the anti-narcotics
measures, including suppressing drug trafficking activities,
confiscating drug proceeds, regulating the carriage of precursor
chemicals and arresting internationally wanted drug traffickers, the
United States Government eventually removed Hong Kong from the
list in 2000.

Review of Major Cases in 1990s

(1) Herbal Cannabis Smuggl

In September 1996, the Customs unearthed 7,225.7 kilograms
of herbal cannabis on board a cargo vessel berthed at the Kwai
Chung Container Port, the most significant trafficking case of its
kind in Hong Kong history. Herbal cannabis is made by drying the
cannabis buds and leaves, usually rolled up in cigarettes paper for
smoking.

(2) The First Case of Large - scale Ecstasy Smuggl

In 1993, the Customs for the first time encountered the
smuggling of ecstasy-type drugs in Hong Kong. In August 1996,
Customs officers at the airport seized 12,110 ecstasy tablets from a
passenger travelling to Hong Kong from Amsterdam.*’
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Section /

China’s coastal cities grew rapidly following the reform and opening-
up of the country and so did the demand for all kinds of goods among
Mainlanders. The zero-tariff of Hong Kong, as opposed to the relatively
high tariff of the Mainland, created significant price differences between
the two places. Criminal syndicates took this advantage to profiteer by
smuggling pricier commodities such as motor vehicles and electrical
appliances, which were levied with 100% tariff in the Mainland, from
Hong Kong to the Mainland to be sold at local prices. This instigated the
trend of smuggling involving high-powered speedboat, or “Tai Fei” in
Cantonese dialect, in the early 1990s.

“Tai Feis” were high-powered speedboats fitted with three to five
outboard engines with a maximum of 350 horsepower, capable of
propelling the speedboats at the speed up to 60 to 70 nautical miles
per hour. To save time and evade the Customs’ pursuit, “Tai Feis”
were equipped with sliding boards to facilitate loading and unloading.
Around 1990, the most commonly smuggled commodities were
electrical appliances like television sets and video cassette recorders.
A typical “Tai Fei” could carry up to 100 television sets or 400 video
cassette recorders at a time. Criminal syndicates mostly took the sea
route along Tolo Harbour and Sai Kung because of their relatively close
proximity to the Mainland, especially the coastal cities along Weidong.

At the dawn of this new smuggling trend, the Customs found it difficult
to surmount because the Government's launches used at that time were
far slower than “Tai Feis”. At the peak of the smuggling frenzy, there were
as many as a hundred sightings of “Tai Feis” dashing through Tolo Harbour
each day. Some syndicates even arranged loading in broad daylight, and
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trucked the smuggled goods to the shore to be slid onto the “Tai Feis”.
Within just two minutes, a “Tai Fei” could swallow a truckload of goods
and speed away into the open sea. Nonetheless, most of the smugglers
carried out the clandestine activities at night to evade detection. Driven by
the huge profits, some reckless criminals even armourised their “Tai Feis”,
S0 as to be able to knock away the countering launches and harming the
officers on board during interception by the pursuing law enforcement
bodies. Combating smuggling using “Tai Feis” was therefore a major
challenge to the Government then.

Legislative Amendment

Faced with the frenzied smuggling of television sets and video
cassette recorders, the Government tackled the problem by first
amending the relevant law. Enacted in June 1990, the Export (Television
Sets and Video Cassette Recorders) Regulations forbade vessels of
less than 250 gross tons from carrying on board prescribed articles
without an export permit. In April 1991, the Government further
amended another two relevant ordinances, namely the Import and
Export Ordinance and the Import and Export (Carriage of Articles)
Regulations. The Import and Export Ordinance made it an offence
for any person to construct, repair or maintain a speedboat for the
purpose of smuggling. Since most “Tai Feis” were built or maintained at
the dockyards in Hong Kong, the new offences effectively suppressed
the supply of “Tai Feis” then. Being an extension of the Export (Television
Sets and Video Cassette Recorders) Regulations, the Import and
Export (Carriage of Articles) Regulations forbade any vessels of less
than 250 gross tons from carrying on board television sets, video
cassette recorders and players, refrigerators, air-conditioners, motor
vehicles and vehicle parts without a carriage licence. Before the
enactment of the Import and Export (Carriage of Articles) Regulations,
it had been difficult for the crime syndicates using fishing boats or
speedboats for smuggling to be prosecuted. The reason was that the
law enforcement agencies had to prove the smuggled goods being
intended or attempted for export, which would be a burden too difficult
to be discharged in the face of defence that the goods were being
conveyed to outlying islands within Hong Kong territory meant only
for storage. The Regulations made it an offence for the prescribed
articles (i.e. television sets, video cassette recorders, air conditioners,
etc) to be carried on board ferries or small vessels of less than 250
gross tons in Hong Kong waters without lawful excuse. It stipulated
that only holders of permits issued by the Hong Kong Customs could
use small vessels of less than 250 gross tons or ferries to carry those
prescribed articles (except personal items). The Hong Kong Customs
would only issue carriage licence when it was satisfied that individuals
transporting the articles were engaged in legitimate business.

In May 1992, the Government made yet more amendments,
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incorporating additional provisions into the Import and Export (General)
Regulations and Import and Export (Carriage of Articles) Regulations.
The new provisions were aimed to regulate the import and export
of left-hand-drive vehicles and outboard engines exceeding 150
horsepower, as well as to limit the carriage of such outboard engines
on vessels of less than 250 gross tons. In 1993, the Government
amended the Import and Export Ordinance to simplify and expedite
the confiscation procedures of the seized goods, vessels and vehicles,
making anti-smuggling efforts even more effective.

Anti-Smuggling Task Force

In February 1991, the Hong Kong Government established
an inter-departmental Anti-Smuggling Task Force, combining the
manpower and resources of the Customs, the Police, the Royal
Hong Kong Auxiliary Air Force and the British Army in Hong Kong
to tackle the serious problem of smuggling by “Tai Fei”. At that time,
the Customs deployed 11 members to the Task Force to set up
two teams with the Police. One of the teams was tasked mainly to
conduct investigation, detain smuggled goods and collect evidence
under the Import and Export Ordinance, while the other to provide
liaison support and coordinate operations.

In early 1992, with a view to intercepting “Tai Feis”, the Task Force
installed along the smuggling routes operation devices, including
mobile barriers along Tolo Channel at the gateway of Tolo Harbour and
a 1.3 km-long “rope array”, which effectively confined the movements
of “Tai Feis” across the Harbour. Also, in order to collect evidence,
the Task Force installed closed-circuit surveillance cameras to record
the smuggling activities at the various smuggling black spots, for
example, the electrical appliance shops lining the Shaukeiwan
waterfront suspected to be dealing electrical appliances for smuggling
into the Mainland using the shops as pretext. The video recorded
for days confirmed the suspicion and provided the Task Force with
reliable intelligence for operation planning, resulting in its successful
neutralization of the smuggling syndicate. In the ensuing half year,
under the containment of the Task Force, the smuggling syndicates
were cornered to smuggling luxury vehicles instead and spreading
their smuggling plots over other coastal spots, such as construction
sites at Tseung Kwan O and Lai Chi Kok, where they could use the
crane trucks to move the vehicles onto the “Tai Feis”. These luxury
vehicles were mostly stolen vehicles. In the heat of the crime, there
were five to six vehicles reported stolen in the territory each day.

Despite the legislative amendments criminalizing the carriage
of vehicles and vehicle parts by vessels of less than 250 gross tons,
the smugglers’ tactics of circumvention kept popping out one after
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another. In early 1993, the Task Force detected the tactic of using local
barges to deliver stolen vehicles out of Hong Kong waters, and transfer
them onto “Tai Feis” for the further smuggling leg into the Mainland,
hence evading the prohibition imposed by the legislative amendments
in 1992 against the carriage of vehicles on vessels of less than 250
gross tons. Besides luxury vehicles, the smuggling syndicates also
started smuggling high-technology products like pagers, computers
and facsimile machines etc, using medium-powered speedboats, or
“Chung Feis” in Cantonese dialect. Despite less powerful than “Tai
Feis”, “Chung Feis” were more agile, making it easier to evade the Task
Force’s tackle. Furthermore, the Task Force also detected the modus
operandi of using river trading vessels and Chinese fishing vessels to
smuggle second-hand motorcycles into the Mainland.

After two years of hard work by the Task Force, smuggling by “Tai
Fei” was largely brought to naught by 1994. A key to the Task Force’s
success was the Operation Lynx, the planning of which started on 1
April 1993. In the Operation, the Task Force worked around the clock
in surveillance at all smuggling black spots, re-deployed manpower
from other Police districts, enhanced logistics provisions, and
enlisted the support of helicopter and new Marine Police launches.
As a result, the entire Operation was concluded in unprecedented
success, with the seizure of four “Tai Feis” and smuggled goods
worth HK$13 million and the arrest of 120 persons. Another “Tai Fei”
and “Chung Fei” were sunk in the Operation.

In the meantime, the Task Force also strived to cut off the
smuggling channels frequently used by smugglers, as the one
in Lung Ha Wan, Sai Kung. A stone bridge had been built there
extending from a coastal path into the sea, used in the past by the
British Army for drill and exercise. Facilitated by this stone bridge
and shielded behind the remote location with tactical impermeability,
smugglers had used to handle their goods at Lung Ha Wan, turning
it into a smuggling black spot. To smash this smuggling stronghold,
the Task Force underwent lengthy planning for a raiding operation.
Assisted by the British Army, it bypassed the main road which was
kept under surveillance by smugglers on lookout, took the circuitous
path to the other side of the hill where it laid ambush. When the
truck carrying smuggled goods arrived, members of the Task Force
spurted out from nowhere, catching the smugglers red-handed with
the contrabands. The British Army subsequently blew the bridge
to bits, extinguishing this smuggling black spot once and for all.
Meanwhile, the Police and the Customs continually procured high-
speed pursuit craft and even retained the confiscated “Tai Feis” in
their fleets to complement the shortfall in enforcement launches. The
once very exuberant “Tai Fei” smuggling activities eventually died
down. Consequently, after the mid-1990s, smuggling syndicates
started resorting to other avenues, for example, the land border
control points, to pursue their smuggling venture.
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A “Tai Fei” i.e. high-powered speedboat sprints across the sea loaded with smuggled electrical appliances
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[Picture 30]
A “Tai Fei” smuggles vehicles into the
Mainland
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[Picture 31]

Specially made cement slabs hollowed
to conceal illicit cigarettes smuggled
from the Mainland into Hong Kong

Section 8

ANTI-ILLICIT-
CIGARETTE
OPERATION

The link between the Customs and tobacco products can be
traced back to 1916 when the Preventive Service was tasked to
combat illicit cigarette manufacturing and smuggling activities to
protect Government revenue. To date, this task is still a major duty
of the Customs. Since the early 1990s, the severity of cigarette
smuggling has been growing day by day, posing acute challenge
to the Customs.

Origin of lllicit Cigarettes

Before November 1987, the duties levied on tobacco products
were assessed by weight and there were different duty rates for
imported cigarettes and locally manufactured cigarettes. To simplify
duty collection and to facilitate the tobacco industry in calculating
duties payable, the Financial Secretary, Piers Jacobs, announced
the reform of the cigarette duty system. Cigarette duties had since
been levied by the unit of stick rather than the weight. Imported
cigarettes and locally manufactured cigarettes for sale in the local
market had since been subjected to a uniform duty rate under a
uniform assessment scheme, rendering the cigarette duty system
simpler and fairer. Unlike cigarettes, other tobacco products such
as cigars and snuff, the duties had continued to be levied by weight
because the differences in their sizes and qualities would make
assessment by stick undesirable.*®
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212
230
290
870
870
580
640
701
757
825
825
928
974

November 1987
1988
1989
1990

March 1991
April 1991
May 1991
1992
1993 -1994
1995
1996
1997
1998-2001
2002

175
190
240
720
720
480
530
580
626
692
723
766
804

Table 14: Duty Rates on Tobacco Products (November 1987 - 2002)

233 45.5 212
250 50 230
310 60 290
930 870 870
930 180 870
620 120 580
680 130 640
745 142 701
805 163 757
877 167 825
930 177 825
986 188 928
1035 197 974

As Table 14 shows, the duty rates of tobacco products were adjusted
almost every year. Being predominantly upwards, the adjustments were
geared not only to increasing revenue but also to deterring the public’s
dependence on cigarettes to minimize the hazard to public health through
the tool of high duty rates. Nevertheless, the reform in 1991 could be the main
contributing factor for the rampant cigarette smuggling activities. In the 1991-
1992 Budget, Financial Secretary Jacobs drastically increased by 200%
the duty rates on cigarettes from HK$240 to HK$720 per 1,000 sticks, and
on cigars from HK$310 to HK$930 per kilogram. The duty rate on Chinese
prepared tobacco (tobacco made in China) even saw a massive increase
by 14.5 times, from HK$60 to HK$870 per kilogram. Jacobs stressed that
the new measure was adopted for the sake of public health, not for boosting
Government revenue, and justified his argument by the contention that the
Government’s finances had been sound in the 1990-1991 fiscal year.”

However, the surging duty rates could not solve the smoking
problem but rather inflated the retail prices of cigarettes, leading to an
expanded market of the cheaper illicit cigarettes, and consequently
pushing up the supply of illicit cigarettes smuggled from China. Many
Hong Kong residents abused the duty-free concessions conferred by
law to bring cigarettes into Hong Kong from the Mainland, some even
commuting between Hong Kong and Lo Wu more than 10 times a day,
so as to reap profits through the mode of “ants moving home”.
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14,431,000

Table 15: 1990-1992 Statistics of Smuggled Cigarettes into Hong Kong *

Number of Cases 1,779 1,846

Number of Cigarettes (in Thousands) 564 15,711 15,114
Total Value (HK$) 278,000 14,317,000 14,431,000
Expected Duties (HK$) 135,000 7,802,000 7,929,000

As indicated in Table 15, the quantity of cigarettes smuggled into Hong Kong
rose sharply in 1991 to 15 million sticks, inflicting the loss of around HK$8 million
to the Government revenue. To hold down the tide of cigarette smuggling, the
Government immediately put forth two remedial measures. First, the duty rates
imposed in March 1991 were lowered to HK$180 per kilogram for Chinese prepared
tobacco in April, then to two times the rates of 1990 for all other tobacco products
in May. Second, a new regulation was introduced from 1 June 1991 onwards,
restricting duty-free concessions to Hong Kong residents who had spent 24 hours or
longer outside Hong Kong. Despite these measures, the demand for illicit cigarettes
remained strong. As evident in the figures of 1992, the above measures had failed
to wipe out illicit cigarettes in the black-market. Ironically, there was even a rising
trend in the loss of revenue. One reason accounting for the irony was that despite
the lowered duty rates, tobacco products were still expensive compared with illicit
cigarettes, which was an incentive for cigarette smuggling.

Cigarette was smuggled not only from China to Hong Kong, and from Hong
Kong to foreign countries, but also even from Hong Kong back to Hong Kong so
as to evade duty. Since the duty on cigarettes was not payable unless for local
consumption, some smuggling syndicates ordered cigarettes overseas through legal
means, had the cigarettes delivered to Hong Kong in bonded warehouses, then
applied for release by the Customs on the pretext of re-export, but in fact smuggled
the cigarettes back to Hong Kong as the so-called “returned cigarettes” for sale.
There was a case in 1988 in which 8 million sticks of cigarette purportedly exported
to the Mainland were smuggled back into Hong Kong, only to be detected and
eventually seized by the Customs for investigation.”’

After 1992, there were changes in the modus operandi of cigarette smuggling.
While cigarette smuggling by individuals through land borders was still prevalent,
there was an increasing trend of using various transport means including fishing
vessels, trucks and containers for syndicate cigarette smuggling. In addition, illicit
cigarette peddling also emerged with hawkers, many of whom being Vietnamese
boat people and housewives, setting up street stalls selling illicit cigarettes at half
the retail prices of legitimate cigarettes. On 1 July 1993, the Customs deployed
12 officers from the Prosecution, Intelligence and Investigation Bureau to form
the Cigarette Action Team to crack down on large-scale and organized cigarette
smuggling activities. On 1 April 1994, a 40-strong Anti-Cigarette Smuggling Task
Force was established under the Prosecution, Intelligence and Investigation Bureau.
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Launch of Performance Pledge

The 1990s signified a sea of changes in the Customs’ image.
To highlight its identity as a law enforcer, the Customs, like other
disciplined forces, had built a strict and tough image. Following
cultural changes in the world and in Hong Kong, the Customs
accorded more and more importance to customer service and
served the public with a new image.

In 1992, the Hong Kong Government launched the Serving
the Community Scheme to promote customer-oriented culture
in the Civil Service and motivate departments and their staff to
pursue prompt and proactive response to the public. In October
1993, the Customs was committed, in its first Performance Pledge,
to processing import and export manifests, licence and permit
application, cargo clearance, Customs’ attendance application,
detained cargo clearance, and registration and consignment
inspections within the pledged periods. Meanwhile, the Customs
also set up several customers’ liaison groups to enhance the quality
of service and communication with the industries. After a year-long
trial, the Hong Kong Government was satisfied with the Customs’
improvement in service quality and staff participation. The Customs
now improves its services in response to public demand and
updates its Performance Pledge pamphlets accordingly, living out
the spirit of serving the community.
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Restructuring in 1996

To raise its management efficiency and effectiveness,
the Customs conducted a large-scale restructuring in 1996,
regrouping its four Branches into five, namely the Administration
and Excise Branch, the Border and Drugs Branch, the Control
and Intellectual Property Branch, the Trade Controls Branch and
the Civil Secretariat. Under the Administration and Excise Branch
were the Office of Dutiable Commodities Administration, the Office
of Management Service, the Office of Service Administration and
Training as well as the Prosecution, Intelligence and Investigation
Bureau. The Border and Drugs Branch was composed of the Airport
Command, the Control Points Command and the Customs Drug
Investigation Bureau. The Control and Intellectual Property Branch
led the Intellectual Property Investigation Bureau, the Marine and
Land Enforcement Command as well as the Ship Search and
Cargo Command. Subordinate to the Trade Controls Branch were
the Trade Investigation Bureau, the Trade Licensing Investigation
Bureau, the Trade Controls Headquarters, the Trading Standards
Investigation Bureau as well as the Trade Inspection and Verification
Bureau. The Civil Secretariat comprised the Office of Information
Technology, the Office of Departmental Administration, the Office of
Financial Administration, the Statistics Unit and the Information Unit.
As a result of the reform, the structure of the Customs was made
more responsive to its functional changes.*

In June 1996, Donald McFarlane Watson, the then
Commissioner of Customs and Excise, retired and was succeeded
by Deputy Commissioner Lawrence Li Shu-fai. Promoted to the
rank of Deputy Commissioner in 1994, and assuming the office
of Commissioner in 1996, Lawrence Li Shu-fai marked the history
as the first Chinese Commissioner and the first to reach the rank
of Commissioner through internal promotion. He led the Customs
through transition from the British colonial period to the era of the
Special Administrative Region of the People’s Republic of China.
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