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The Development of Western
Pear| River Delta and its Prospects
of Cooperation with Hong Kong
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7@ recent years, the Guangdong Government has been actively

developing cities in western Pearl River Delta (PRD)'. Sustained
efforts have been made to improve the infrastructure of the area and
also to strengthen its transport links with Hong Kong, Macao and
eastern PRD. It was therefore envisaged that the western PRD would
develop rapidly, bringing about both opportunities and challenges
to Hong Kong. Against this background, Hong Kong should be fully
aware of the future development of western PRD and map out
strategies to capture the business opportunities and complement the
development of the area.

Development Advantages and Constraints of
Western PRD

After years of rapid development, eastern PRD was now facing the
problem of high cost as well as shortage in land, energy and labour.
Conversely, western PRD had an abundant supply of land and cheaper
labour, which could provide fresh impetus and enormous development
opportunities for PRD in the future.

Western PRD was also the gateway to western Guangdong and the
four southwestern provinces/region of Pan-PRD, the latter being the
target areas under the "Go West" Policy and the Mainland's platform
for cooperation with adjoining ASEAN countries. It was envisaged
that the development of western PRD could help fuel the growth of
western Guangdong and the southwestern provinces/region of Pan-
PRD.

In terms of industrial clusters, western PRD enjoyed advantages in
traditional industries such as household appliances, metalware and
machinery. A number of towns specialising in these industries had
been developed. In addition, the region presented enormous
development opportunities for tourism, trade and commerce,
processing industries, as well as port and air services. As regards
its economic structure, western PRD mainly relied on domestic
investment and had a flourishing private economy which had
considerable strength in innovation.

1 This study adopted Guangdong's delineation of the western (PRD West), central and
eastern (PRD East) parts of the PRD region in its various plans for PRD, i.e. the western
PRD is considered to cover Zhuhai, Zhongshan and Jiangmen. Foshan and Zhaoging
also fall within the ambit of this study.
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oA SRREEENRE However, direct road links between Hong Kong and western PRD
were relatively weak. For water transport, it took at least 24 hours

FREEEB REE"  MELE to ship cargoes from major ports in western PRD to Hong Kong (time
SBERAABHRE SRS EEE = AR for loading and unloading of container included). Western PRD also
SMEIEEE - BT = AR A RE A HE lagged behind its eastern counterpart in infrastructure development.
=] Y ? IS = ARPA e Y

_ The Guangzhu East Expressway had yet to be fully operational, while
RIMEHIREE - TR 7IR=AHEHEL the constr?Jction projecF':s of theyGuanygzhu West Ez(pfessway and the
MBRZM - ME  AAERAK=AE Guangzhou-Zhuhai Line were still on the drawing board. Transport
ZERNTERAFEEENMF  AFEEX constraints had held back investments from Hong Kong in western
Hi  REREREAFREERE - R PRD.

It EBREMEIR=AENERNEE  F

REME "Bk - BEBHNEE-—SRRE Impact of Western PRD Development on Hong
HEAEMEEEREER - Kong

Hong Kong should set its eye on the west and seize the

RBEEREWRE  K=ARAPEEHRRRE . .
emerging opportunities ahead of others

FRERBINENKERNEOERNERE T
(8GR « B TREMTE)  BRANE The Hong Kong-Zhuhai-Macao Bridge would shorten the distance

BAA Y TR - H MR L EE between Hong Kong and western PRD. It would bring along enormous
E AL =i
' development opportunities for western PRD cities while extending

ERINBOHEASEZER 300 = the economic hinterland of the whole PRD region. Western PRD was >
ARPREEERE  FORECRERE also the gateway between GPRD and western Guangdong as well 49
EEEHE" BBUER=ABRPHHH as Southwest China, which bordered with ASEAN countries like

RECE "EHA"NERPHEEEARAS o Vietnam and Cambodia. Hong Kong should seize the opportunities

arising from the development of western PRD, by leveraging on the
region as a springboard to make further inroads into southwest
Mainland and the ASEAN countries.

Y\\ Il — 111 @ According to Guangdong's plan,

' western PRD would accord priority
to developing integrated services and
port-dependent industries (such as
energy, heavy and chemical industries
and mechanical industry), high-tech
medical microbiology as well as
tertiary industries such as tourism,
logistics and harbour trade based on
transshipment of material supplies.
Besides, many of the well-developed
private enterprises in western PRD
were actively preparing themselves
to "go global", and Hong Kong could
play a key role in the process.
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Hong Kong investments in western PRD

In the past, Hong Kong's investments in PRD's manufacturing industry
mainly took the form of "front shop and back plant". With Guangdong's
shift towards heavy industries, innovative and high-tech industries
as well as services industries in recent years, light processing industry
would become less important in Guangdong's industrial structure.
It was essential for Hong Kong to make the best use of CEPA and
explored more investment opportunities for Hong Kong's competitive
industries such as financial, production-related and information
services, and to attune to and capitalise on the economic restructuring
of Guangdong with a view to finding a niche in the GPRD's production
chain.

Hong Kong should make the best use of its advantages in financial,
corporate management, information management and other
professional services to facilitate the development of priority industries
in western PRD including heavy chemical industries, iron and steel,
as well as automobile manufacturing. On the development of high-
tech industries, Hong Kong and western PRD differed in strengths
and there was scope for closer cooperation. For example, Hong
Kong could help enterprises in the western PRD to import foreign
technologies and entice offshore investment from overseas high-tech
industries to the region.

For some manufacturing industries such as food processing, watch
and clock, jewellery and pharmaceutical, the "made in Hong Kong"
tag was well-received in the Mainland market. Building on the market
confidence in their brands, these industries could set up production
operation in western PRD and further expand their markets in the
Mainland.

Encouraging western PRD enterprises to set up business
in Hong Kong

Western PRD had a thriving private sector. More and more large and
well-established enterprises aimed to become more organised and
internationalised. They also set their eyes on the international markets.
In the process, however, they had been confronted by difficulties in
financing, risk management and marketing. Hong Kong could provide
them with staunch support in opening up international market, by
capitalising on its advantages in financial and business services as
well as ample international experience.
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The HKSAR Government and the local business community should
adopt proactive measures and various means to promote the business
environment of Hong Kong to private enterprises in western PRD,
and help them set foot in Hong Kong by providing them with
customised services specific to their business culture. Special
promotion efforts should also be targeted at enterprises from sectors
which were likely to set up business in Hong Kong.

Cooperation in technology, education and manpower
training

Rapid development in western PRD had given rise to a great demand
for management expertise (including high-skilled, semi-skilled and
professional expertise). Hong Kong could help promote the
development of PRD's services industry through its relevant education
programmes and human resources training, and introduce to the
operators in western PRD its linkages with various international
professional institutions and their prescribed standards in relation
to finance, trading, shipping and logistics, as well as tourism. Training
on subjects such as international law, intellectual property, brand
names and goodwill could also be offered.

In more concrete terms, both governments could consider expediting
cooperation in human resources training by properly advancing the
timetable for opening up the training markets, and bringing in quality
training resources from Hong Kong in phases and in a structured
manner. They should also be more proactive in coordinating the
development of human resources in the two places, encourage inputs
of training resources from diversified sources and consider setting
up an education and human resources information centre in GPRD
and a database of relevant professionals.
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Summing Up

It was time for Hong Kong and western PRD to foster more intensive
and extensive cooperation. Hong Kong and cities in western PRD
should proactively work out new collaborative models in investment
and cooperation strategies, make concerted efforts to attract
investments in competitive industries, and efficiently exploit the brand
names of Hong Kong's products. Hong Kong should also assist
private enterprises in western PRD to go global and tap into overseas
markets, and forge cooperation with Guangdong in technology,
education and manpower training.

Based on the above analyses, we put forth the following
recommendations to the HKSAR Government, Guangdong Government
and the business community of Hong Kong:

HKSAR Government

¢ Collate and disseminate, in a timely manner, information about
the latest economic, social and cultural development in western
PRD cities; to assess their possible impacts on, together with the
opportunities and challenges brought to, Hong Kong in order to
give an up-to-date account of the business environment in western
PRD to the local business community;

¢ Take initiatives to get a handle on PRD's development plans and
programmes with a view to facilitating regional economic
integration;

¢ Take initiatives to liaise with the municipal governments of western
PRD cities and encourage Hong Kong enterprises to maintain
communication with them;

e Remove barriers blocking the smooth flow of passenger, cargo
and capital between Hong Kong and western PRD;

¢ Promote vigorously the development of infrastructural links between
Hong Kong and western PRD;

¢ Enhance the understanding of Hong Kong business community
on enterprises in western PRD, including nature of their operation,
scale of operation, future development plan and type of services
required;

e Familiarise western PRD enterprises and community with the
advantages of Hong Kong's services sector and the range of
services available; and

¢ Strengthen the network of representative offices in western PRD
to promote Hong Kong vigorously to Mainland enterprises and
provide necessary services to Hong Kong enterprises in western
PRD.
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Guangdong Government

Establish a government services platform to improve the efficiency
and quality of the services provided by the government;
Remove barriers blocking the smooth flow of passenger, cargo
and capital between western PRD and Hong Kong;

Promote vigorously the development of infrastructural links between
western PRD and Hong Kong;

Enhance transparency of development plans, strategies and
policies of western PRD, and improve release of information in
terms of accuracy, timeliness and coverage;

Draw up clear guidelines for foreign investors; and

Familiarise western PRD enterprises and community with the
advantages of Hong Kong's services sector and the range of
services available, and provide assistance to Hong Kong's services
sector in their development in western PRD.

Hong Kong business community

For investment in geographical terms, step up efforts to explore
the development potentials of western PRD, as well as western
Guangdong and Southwest China;

Get a thorough understanding, through all possible channels,
about the distinct strengths and weaknesses of western PRD and
its development plans, programmes, strategies as well as policies
on attracting foreign investment, for the formulation of target-
oriented investment strategies;

In terms of specific investment, develop actively the brand names
of Hong Kong manufacturing industries on one hand, and promote
investment for our competitive industries like financial, logistics,
producer and other professional services on the other. Tailor-
made services should also be provided to meet the service needs
of western PRD cities.

Approach private enterprises in western PRD proactively to know
more about their operation, development plans, problems and
service needs, while drawing on our competitive advantages to
assist them in going global; and

Embark on cooperation with western PRD cities in technology,
education and manpower training.
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