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Services — Implementation of CEPA Sub-group

Objectives of the Sub-group

The Mainland and Hong Kong Closer Economic Partnership
Arrangement (CEPA) and CEPA Il were signed by the Central
Government and the HKSAR Government in June 2003 and October
2004 respectively. CEPA covers three main areas, namely trade in
goods, trade in services, as well as trade and investment facilitation.
Since the implementation of CEPA Il in January 2005, service suppliers
of a total of 26 services sectors from Hong Kong have been granted
preferential treatment in the Mainland.

The Sub-group focused on the arrangements and implementation
progress regarding the services sector’s market access in the Mainland.
Its primary objectives are to explore ways to step up the promotion of
CEPA, identify problems encountered by service suppliers in starting a
business in the Mainland and suggest possible solutions, and assess
the prospects as well as possible problems for professional sectors to
develop in the Mainland.

Work progress and suggestions

According to the initial economic assessment conducted by the
HKSAR Government, an estimate of over 28 000 new jobs would be
created in Hong Kong in the first two years after the implementation
of CEPA. The Sub-group is of the view that while CEPA is helpful to
the local economy as a whole, it has not made significant impact on
the services sector, especially individual professions, mainly due to the
following reasons:

¢ Hong Kong'’s services sector has been confronted with difficulties in
starting up business in the Mainland. Generally they are unfamiliar
with the Mainland’s laws and regulations. Moreover some policies
may not be very transparent and application procedures may be
relatively complicated. As a result, service suppliers from Hong
Kong often encountered difficulties when going through the
necessary formalities required for business operation.
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o E Barriers created by the institutional differences between Hong
Kong and the Mainland had hampered the smooth implementation
of CEPA. In particular, the professional sector has faced greater
difficulties. The Sub-group considered that the professional
service sectors of the two places should work together earnestly
to achieve mutual recognition of qualifications and conduct more
exchange activities. They should also cooperate on the principle of
reciprocity to help expand their markets and seek bigger scope for
development.

* E For some professional sectors, though mutual recognition of
qualifications has been in place, they still have to address some
other problems in establishing business in the Mainland. Take the
architectural profession for example. A staff mix of architects,
structural engineers and other related professionals is required for
an architectural design company to apply for business operation in
the Mainland. Such a multi-disciplined mode of business is different
from the operation of architectural firms in Hong Kong, which
generally adopts a single-professional mode. As a result, Hong
Kong architectural firms cannot operate in their existing mode in
the Mainland under CEPA. Other professionals, like engineers and
planners, also have similar problems.

The Sub-group has studied the issue and considered that efforts
could be made at various levels to take CEPA further in both places,
and such efforts should start with Guangdong as it has the closest tie
with Hong Kong and is the gateway for Hong Kong services sector to
develop in the Mainland market:



o EBRRRICAEHMRMESE
W CEPA » R A XEBIR R MAIH
ERE RREFUHBEFUNF
S o T BT ED 1T 75 R I% A0 58 14 18
BR%S - RMORE © o - sEA 7
AT B9 5K IR BRI HE AT 0 N
BWABEREEARR - BHET
BUREF AR ERORIETE -

* MMHESME L E K RINGE AR
MBIKR  ZEMENEBRAE
CEPARI A2 EM AU E WA
T NTRENNTIR AREE
INARRBENRABFTER

o S NAFGHMEENZLRAZ
EIRERRE ABLEREEFR
Tl 5 P 3t b M £2 R R B9 U 55
2 ERREESETENRS
ENZ WA TFRFUL NGB

NEATHRTEFZEWVE RE
RERAIATEEM » HIEEMBECEPAIEL
T AEEBRXAFETENHNES:
AIPAERIRE A AE B AL - & 4K [ 08
SF  BHAWEHFEELEHN > ATE
MAEEHIW - EEWB R —HIE

¢ E Both the HKSAR and Guangdong governments should forge closer
cooperation to promote CEPA, enhance the transparency of relevant
policies and regulations, and streamline application procedures for
business operation. Government departments in both places should
also strengthen their enquiry services and information dissemination.
Guangdong could be requested to offer herself as a trial point for
simplifying procedures and relaxing regulations in response to the
needs of individual trades and introduction of new policies.

* E Chambers of commerce and professional bodies in both places
should enhance mutual exchanges and liaison. They should
reach out to enterprises or professionals interested in establishing
operations in the Mainland under CEPA, so as to gauge their needs
and relay the information or views collected to the governments for
consideration.

* E Hong Kong’s professional sector should be encouraged to build a
greater presence in Guangdong to provide a wide range of financial,
accounting, legal and management services to Mainland enterprises
intending to start business in Hong Kong. The professional sector
should step up promotional efforts in this respect.

The Sub-group has also studied the feasibility of exporting Hong
Kong’s medical services to Guangdong. It understood that currently
medical practitioners who are legally eligible to practise in the HKSAR
can apply for a licence, maximum duration being 3 years, to provide
short-term medical services in the Mainland. On expiry, the licence for
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short-term practice is renewable. It also noted that private practice
is not normally allowed in the Mainland as medical practitioners are
generally employed by medical institutions. Setting up medical practice
in the Mainland by Hong Kong’s medical service sector is not easy as
it involves sizable start-up capital and have to go through complicated
application procedures. The Sub-group considered that the medical
profession might highlight its professionalism as a key selling point and
promote the local medical services to people from Guangdong and
other areas in the Mainland. Promotion drive should also be stepped up
for people in the Mainland as they have no idea about the service details
like the fee level and service package.

Future actions

The Sub-group will continue to explore ways to facilitate the entry
of Hong Kong’s medical profession into Guangdong under CEPA.
Local medical institutions will be consulted on the difficulties they
encountered in setting up practice in the Mainland. The Sub-group will
then reflect the situation to the HKSAR and Guangdong governments
and see whether Guangdong could run a pilot scheme and relax certain
regulations governing medical practice.

Moreover, the Sub-group will study the assessment conducted by
the HKSAR Government on the economic impact of CEPA in order to
consider what the Business Council should propose to the governments
or other organisations.
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