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of CEPA Sub-group

Objectives and Scope of Work

746 Sub-group focused on the arrangements and implementation
progress for services sector to enter into the Mainland market. It
aimed to explore means to step up promotion of CEPA, identify
problems encountered by service suppliers in starting a business in
Guangdong and suggest possible solutions, as well as to assess the
prospects and possible problems for professional sectors to develop
in Guangdong.

Work Progress and Suggestions

Over the past year, the Sub-group had examined the benefits CEPA
had brought about since its implementation, the opportunities offered
to professional sectors, and the constraints confronted by the services
sector in accessing the Guangdong market under the CEPA framework,
with particular reference to professions such as construction,
engineering and healthcare services.

The Sub-group was of the view that there was plenty of room for
cooperation between services sectors in Hong Kong and Guangdong
under CEPA. Nevertheless, the services sector, especially the
professional sectors, had encountered difficulties in their access to
the Mainland market. The Sub-group had identified the following
reasons:

1.Inadequate knowledge on Mainland laws and
regulations

Service providers from Hong Kong were generally unfamiliar with
Mainland laws and regulations. Coupled with the low transparency
of certain policies and the complicated application procedures,
the situation had posed hurdles to starting business in the Mainland.
Take the healthcare sector as an example, medical practitioners
in the Mainland were generally employed by medical institutions
and private practice was uncommon. In addition, medical
practitioners were required to have a substantial start up capital
and to go through complicated procedures in setting up a medical
institution in the Mainland.
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2. Institutional differences between Hong Kong and the
Mainland and high entry threshold

For the accounting professionals to qualify for practice in the
Mainland, one must pass the professional examination and meet
the Mainland residence requirement for 3 consecutive months.
Some members of the profession considered the examination
difficult and that the entry threshold unduly high. Small and medium
accounting firms therefore found it difficult to start up business
in the Mainland. For some other sectors, though mutual recognition
of qualifications was in place, they still encountered other problems
when trying to establish business in the Mainland. Take the
architectural sector as an example. The Mainland adopted a multi-
disciplined mode of business involving architecture, structural
engineering and other related professions. This mode posed
difficulty for architectural firms in Hong Kong to apply for business
operation in the Mainland, as they operated on a mono-professional
basis in Hong Kong. Other professions, like engineering and
planning, also run into similar problems.

The Sub-group considered that the services sector can better seize
the business opportunities presented by CEPA through enhanced
cooperation and communication. The Sub-group also considered
that Guangdong could serve as a platform for Hong Kong to tap the
Mainland market, given that the Province has the closest tie with
Hong Kong in terms of transport link, trade and commerce, information
exchanges as well as passenger and cargo flows. Concrete
recommendations for this purpose include:

1. Hong Kong and Guangdong should step up communication and
cooperation, enhance the transparency of relevant policies and
regulations, streamline application procedures for business
operation and intensify promotional efforts to enhance operators'
awareness of the opportunities and facilitation offered by CEPA.

2. The Guangdong Province may refine its "one-stop service" to
facilitate Hong Kong enterprises in setting up business there. The
organisations in Guangdong and Hong Kong offering services for
business applications should enhance their communication to
enhance mutual understanding of the demand for their service
in order to raise service quality.
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On 11 May 2005, the Sub-group co-hosted a seminar with Hong Kong
Coalition of Professional Services and the Guangdong Services
Cooperation Sub-group under the Hong Kong/Guangdong private
sector cooperation, to discuss the opportunities for Hong Kong
professional sectors to enter the Guangdong market and the avenues
available. Mainland officials were invited to explain to local
professionals the procedures of setting up business in Guangdong.
The seminar was well-received with more than 100 participants, and
successfully enhanced the understanding of the Hong Kong
professional sectors in this respect.

Other Comments

1. In the past 20 years, the Shenzhen Special Economic Zone had
spearheaded a wide array of reforms. The Sub-group considered
that a pilot scheme can be carried out in Shenzhen, in which
simplified procedures and relaxed policies could be put in place
to facilitate Hong Kong's services sector to establish business
in Shenzhen. The Shenzhen Municipal Government had indicated
that Hong Kong's services sector was welcomed to set up business
in Shenzhen, especially financial services such as insurance,
investment banking and securities.

2. In respect of market expansion in western PRD, Hong Kong may
serve as a bridge between the Mainland and foreign investors
interested in western PRD. Hong Kong can assist foreign
enterprises to enter into the Mainland, while providing services
such as brand management, administration and direct sales to
Mainland enterprises.

3. Hong Kong's professional services sector may also render services
to the growing private enterprises in western PRD, facilitating
them to start up business in Hong Kong.

4. In so far as the medical sector is concerned, it is suggested that
HKSAR Government should assist the medical professions to hold
discussions with the Mainland authorities on streamlining relevant
application procedures, and to set up sub-offices in the Mainland.
In order to secure approval from the Mainland for Hong Kong
medical practitioners to set up private practice as soon as possible,
the HKSAR Government should consider lobbying Guangdong for
a pilot relaxation of relevant regulations.
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REIE Future Work

TENASERFREXNMHERIELT The Sub-group would continue to take forward the following initiatives
B with the governments and relevant organisations:

1 R BIER S LA LR LA + 3 1. to explore means to facilitate the services sector and the

professional sectors to enter the Guangdong market, and to reflect
the situation to both the Guangdong and HKSAR governments,
with a view to relaxing regulations on access to the Mainland
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&l o market;

2. R WAIBRH FRE ~ U RARE TR 2. to study how to follow up recommendations of the Tourism, Culture
AR FEURIRIEIRS 9 A CEPA and Sports Sub-group, with a view to incorporating tourism services
W UEEBRTHATUEARZE - into CEPA and allowing Hong Kong's travel agents to set up

business in the Mainland;
3. FBBRR4EE - REMAFS -
EEERREUEASRAT o 3. to urge the two governlments to enhance commulnlcatlon with
each other and streamline procedures where possible, so as to
facilitate the access of Hong Kong's services sector into the
Guangdong market; and

4. RIAEE FELF2RREN
2 FTREN . ADRRZETHRER

RIRSFATL ° 4. to identify ways to capitalise on and seize new business
opportunities brought about by the rapid economic development
of Guangdong Province, as well as to facilitate and support the
development of services industry in the province.




