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After over two decades of development, private economy has
emerged as a major driving force for the next stage of economic
development in the Mainland. According to the latest data, there are
nearly 3 million private enterprises in the Mainland, mainly clustering
in Guangdong, Shanghai, Jiangsu and Zhejiang. After years of
development, these private enterprises have now built up the capacity
to expand abroad and are seeking to open up overseas markets.

The Central Government has been encouraging Mainland enterprises
to invest overseas since 1992. In 2003, the “Going Out” policy for
private enterprises was highlighted in the report of the 16" Party
Congress, which reads “Implementation of the strategy of ‘going out’ is
an important measure taken in the new stage of opening up. We should
encourage and help relatively competitive enterprises with various forms
of ownership to invest abroad in order to increase export of goods
and labour services and bring about a number of strong multinational
enterprises and brand names.”

Many Mainland enterprises have started to expand overseas with
a number of them listing or raising funds in Hong Kong in the past
decade. However, the Business Council considered that greater efforts
should be made to further attract Mainland private enterprises to Hong
Kong. This will be a win-win situation. For Mainland private enterprises,
on top of raising capital, doing business in Hong Kong can also enable
them to enhance their technological level and draw on Hong Kong’s
management experience, which will make them better equipped and
more confident when making inroads to international markets. As an
international financial and commercial centre, Hong Kong is strategically
positioned to provide them with funding, financial or management
services, all of quality standard. For Hong Kong, attracting Mainland
enterprises to the territory would open up business opportunities and
forge closer link with the Mainland for the financial and professional
sectors. This will also help create more job opportunities in the local
labour market.
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In examining this issue, the Business Council has drawn reference
to a report by the China Business Centre of Hong Kong Polytechnic
University on the Study of Mainland Policies and Practices to Facilitate
Private Enterprises in Setting Up Business in Hong Kong commissioned
by Hong Kong’s Central Policy Unit (CPU). In parallel, the Guangdong
Development Research Centre (the Research Centre) and CPU are also
conducting an in-depth study on the issue under the framework of Hong
Kong Guangdong Cooperation Joint Conference. The Joint Investment
and Trade Promotion Sub-group under the Business Council had held
a sharing session on this study with the research project group of the
Research Centre.

On the basis of its study, the Business Council has come to the view
that to attract more Guangdong private enterprises to set up business
in Hong Kong, efforts should be focused on: (1) taking stock of the
enterprises’ situation; (2) identifying the services that Hong Kong can
offer to them; and (3) streamlining the approval procedures for them to
set up business in Hong Kong.

(1) Taking stock of Guangdong private enterprises’
situation

Established for a relatively short period of time, private enterprises
in Guangdong still have room for improvement in terms of internal
management, investment strategies, brand building and technology
development. Besides, some of them are unfamiliar with the operation
of the international market or about the business environment in Hong
Kong.

Hong Kong has much to offer in this regard. Taking advantage of
CEPA, Hong Kong’s professional service sectors may set up offices in
Guangdong to provide enterprises which plan to start business in Hong
Kong with professional financial/investment services or management
training. This would enhance their readiness for overseas development
and entry to the international market.
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(2) Providing services to Mainland private enterprises

The strength of Hong Kong lies in its free market economy with
minimum intervention in investment and business activities, a low
tax regime, a level playing field to facilitate all enterprises in terms of
policies and regulations, excellent financial and professional services, as
well as strong business ties with the international market. Guangdong
enterprises would also find it easier to adapt to the culture, language
and environment of Hong Kong.

In addition to corporate and trade financing, Guangdong private
enterprises may also draw on Hong Kong’s expertise in marketing to
promote their brand names and open up the global market.

To familiarise private enterprises with the procedures as well as the
accounting and legal requirements relating to setting up companies
in Hong Kong, the Business Council hoped that the Government and
the relevant chambers of commerce or professional bodies, such as
the Hong Kong Trade Development Council and Invest HK, could brief
Mainland enterprises interested in coming to Hong Kong on the services
available.
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(3) Streamlining the approval procedures of the Mainland

The Business Council noted that the approval procedures in the
Mainland in relation to overseas investment applications by private
enterprises, such as those for staff visas or investment projects, were
relatively complicated. This might impede private enterprises’ plans to
set up business in Hong Kong.

The Business Council hoped that the Rules of Approving Mainland
Enterprises to Invest in Enterprises in Hong Kong or Macao Special
Administrative Regions as promulgated by the Ministry of Commerce
of the Central Government in last September would help streamline the
procedures. Better still, it hoped that the Mainland authorities could
take further actions to simplify the procedures and facilitate private
enterprises’ entry to Hong Kong.

The Business Council will study the joint study report prepared
by CPU and the Research Centre in detail and come up with further
recommendations to attract more Guangdong private enterprises to
Hong Kong.
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