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An Overview of Recent Development
in the Pearl River Delta

General Background

TAZ PRD, situated in the Guangdong province, has long
been recognised as the regional powerhouse of China for its
rise in the contemporary world. The region comprises nine
municipalities, namely Guangzhou, Shenzhen, Dongguan,
Foshan, Jiangmen, Zhongshan, Zhuhai, and the urban areas
of Huizhou (Huizhou urban district, Huidong County and Boluo
County) and Zhaoqing (Zhaoqing urban district, Gaoyao County-
level City and Sihui County-level City).

Map

Guangdong Province and the Pearl River Delta Economic

Zone
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Note:The area shaded orange denotes the Pearl River Delta
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REIZAMNEETER Main jurisdictions in the Greater Pearl River Delta Region
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Source: Invest HK (www.investhk.gov.hk)

K= A XA FERRARE © 2005 The PRD region continues to experience robust economic
FWEFE{ER18,059ZT AR™ development. The GDP in 2005 amounted to RMB 1,805.9
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(2,2061ZE7T) » HRFEK15.8% ° Bh= billion (US$220.6 billion), with a year-on-year increase of 15.8%.
ANTEZFEFRNERIR2 Major economic indicators of the PRD region are shown in
exhibits 1 & 2.




fE#5 Indicator 1980 1985 1990 1995 2000 2001 2002 2003 2004 2005

FEAOEBAA)O

£FEE (LR ARM) @

Gross domestic product (0.1 billion yuan) @
-l ZTARM)

Primary industry (0.1 billion yuan)

119.2 303.9 8722 38997 7378.6 83639 9418.8 11,3411 15337.3 18,059.4
30.7 57.3 1294 3149 4285 445.2 465.0 4705 4894  498.8

=7 ﬂﬂ.(@i}\&ﬂi). 540 1487 4046 19571 3657.3 4,139.0 46881 59396 7,629.8 9,196.0
Secondary industry (0.1 billion yuan)

%EFM({ZJTE)\EW) 34.5 97.9 3382 1,627.7 13,2929 3,779.8 42656 4,930.0 72181 8,364.5
Tertiary industry (0.1 billion yuan)

BER=RELM ZT AR

Total amount of investment in fixed assets 16.6 128.4 2314 1,491.0 22916 2,566.8 2,886.6 3,739.7 4,487.0 5,296.8
(0.1 billion yuan)

HRRTELR (ZTARM)

Total amount of retail sales of consumer goods 70.7 198.0 4457 15447 2,792.4 2,749.6 3,481.3 3,976.6 4,4985 5,630.5
(0.1 billion yuan)

HABH (IZE) 6.2 163 814 4611 8474 9083 11261 1450.6 18185 22712
Total amount of exports (US$ 0.1 billion)

HIREERRE (IZFET)
Foreign direct investment (US$ 0.1 billion) @

673 T B A (/{ZT_E’AEFE)_ ) 234 49.9 95.9 315:3 595.6 745.7 768.7 848.0 9320 12115
Local government revenue (0.1 billion yuan)

W AMEEE (IZTARM)

Local government expenditure (0.1 billion yuan)
WeERFEAFEEFR(ZTART)
Savings deposits by urban and rural residents 21.0 1120 5527  2,8104 6,641.0 76706 92402 11,0689 12,680.0 15,154.9
at year-end (0.1 billion yuan)

1.0 7.4 15.4 85.8 125.4 141.9 150.2 170.3 1107 11561

8.2 26.1 76.4 316.6 682.1 822.7 963.6  1,075.0 1210.0 1,547.3

E (1) REF2000FHTHNLEADES  BR=AKLFXEEAD40807 SEANFEAOBRFELA - HEL
REFNTERRE  REEUETHARAOMEIAD > MEENRELXHEAODUTELENR - BT HIEHK
=AMULEABNRS  BARBERXMN [BiL] FE - FUR=AEXAENADERRPEHMBX K

(2) MHRETIYIE T2004F T MBI XHIGDPA XA SE | (Bl REEFEME) - PERNBREE
ﬁgﬁ[&fﬁg%ﬁﬁ [EREFESE] - AERAN2004F 4> BERE  SR2004F2BLFEENSITTE
A2 o

(3) 20045 SKFRAAINKE R ANBIESIFIAE  EHAAT52003F 5 A RTH A X BIEML - BRMNH2003
FRUFNBERE “KERRBMEEEH -

Notes : (1) According to the 2000 National Census, the PRD Economic Zone had a population of 40.8 million people.
This contrasts with the official registered population. The main reason for the difference between the
Census and registered populations is that the former figure includes the migrant and floating populations
and the latter does not. Given the large number of people that come to the PRD for employment, but
do not have official 'registered' status, this discrepancy is larger in the PRD than elsewhere in China.

(2) The Chinese term for Gross Domestic Product (GDP) of a region in the Mainland has been renamed
as “#X4AE=H{E" in Mainland's publications starting from 2004 (e.g. /- R& %7~ E1E). That of the
Mainland as a whole remains as “ElN4 7= E{E" . Data of 2004 on GDP in this table have been adjusted
in accordance with the statistical coverage of the 2004 National Economic Census.

(8) The foreign direct investment actually used of 2004 was adjusted, which was not comparable with that
of 2003 and prior to it. Figures of 2003 and prior to it in the table refer to "foreign capital actually used".

FRRE | RE AT BRI2002Z20065 8 (SRAUEL) o
Sources:  Guangdong Provincial Statistics Bureau, Guangdong Statistical Yearbook 2002 to 2006.



TEHH
Major City

J~M Guangzhou
AYI| Shenzhen
1§ Zhuhai

f# 1L Foshan
SI[7 Jiangmen
%% Dongguan
# 1 Zhongshan
E M Huizhou

2[R Zhaoging

£F-BE (BhTART)
EAEHEITENEFERE)

GDP (million yuan)
(yoy growth at
comparable prices)

515,423 (12.9%)

495,091 (15.1%)

63,495 (13.4%)

238,318 (19.4%)

80,537 (12.8%)

218,162 (19.4%)

88,020 (23.2%)

80,343 (15.8%)

45,057 (14.4%)

ANEERE (ARM)
(AN BT ENEFIEKE)
Per capita GDP (yuan)

(yoy growth at

comparable prices)

53,809 (14.3%)

60,801 (11.6%)

45,284 (10.7%)

41,266 (17.8%)

19,636 (12.3%)

33,263 (19.4%)

36,207 (22.8%)

21,896 (12.9%)

12,315 (12.7%)

HERTEDH

(BRTARM) (BFERE)

Total retail sales of
consumer goods

(million yuan) (yoy growth)

189,874 (13.2%)

143,767 (15.0%)

22,014 (16.3%)

64,773 (16.6%)

30,982 (12.3%)

50,001 (17.2%)

27,660 (17.9%)

25,151 (18.0%)

14,229 (17.7%)

REKR : (T HRITFL-2006) o

Sources: Guangdong Statistical Yearbook 2006.

BARKR=ALFTXIALLE T HERK
0.4%REEAOM3.2% » BFE20055
HEENEFEEN.8%  SHOMN
29.8% R INKREFRETMN19.1% © Xith
KT2 RENETRA  abeEt
1 EiRH23.2% » BE2005F H 5 1Z24
£ BERS0.7% » BHOM95.4%K
HREBEREN3.1% ° (BAFK3)

Although the PRD economic zone encompassed only 0.4% of
China's land mass and only 3.2% of the census population,
they accounted for 9.8% of the nation's GDP, 29.8% of total
exports and 19.1% of foreign direct investment in 2005. This
region is also an economic hub of Guangdong province: it
accounted for 23.2% of the province's land mass but contributed
80.7% of its GDP, 95.4% of total exports and 93.1% of foreign
direct investment in 2005. (Exhibit 3)



TH#ER Land area

FEZIZAD

Population of household registration

EEANERREEADED)

2005
REAKFEAEEDLL

% share of PRD Economic Zone in

Census population (Fifth National Population Census)

47X {E GDP
#0 Exports

HREERR Foreign direct investment

I~ % Guangdong K3t Mainland
23.2% 0.4%
31.6% AREER M Not available
47.8% 3.2%
80.7% 9.8%
95.4% 29.8%
93.1% 19.1%

FEKR © (PESITFL-2006)  (JHREITFL—2006) °
Sources: China Statistical Yearbook 2006, Guangdong Statistical Yearbook 2006.

RE—DBREARNFERH TS IR
&' AR AT E2006F L5
2EE200 NG AXEE BT 2N H
F=DZHBRES0  HHFEF=H
mESE TN RINE=) - TMNE
)R L(ENN) - BER4ER2005
FR=AWBHHTNEBLFER

x (1) (FEETESEIRE) &
5 X E4m o st 2B 30 AR
3H(FRE) » 20074

According to a recently released report on urban
competitiveness’, all the PRD cities were ranked within the top
200 competitive cities in China in 2006, with two-thirds ranked
within the top 50, and three of the cities were even on the top
ten list: Shenzhen (No. 2), Guangzhou (No. 5) and Foshan (No.
9). Exhibit 4 shows the major economic indicators of selected
cities in PRD in 2005.

Notes :(1) "Annual Report on Urban Competitiveness", N. Pengfei,
Social Sciences Academic Press (China), 2007.




4R ERNESE 2" Composition of GDP"

TEHH ErERE" F—rl FEEw F=Fl
Major City (fZTAEM) Primary industry Secondary industry Tertiary industry
GDP" (0.1 billion yuan) % % %

J~M Guangzhou 6,068.4 2.4 39.9 57.7
A3 Shenzhen 5,684.4 0.1 53.2 46.7
%8 Zhuhai 749.6 2.7 55.4 41.9
%1 Foshan 2,915.0 2.7 62.8 34.6
sI17 Jiangmen 921.0 8.3 53.3 38.4
%5 Dongguan 2,624.6 0.7 58.0 41.3
#1L Zhongshan 1,036.0 3.1 61.6 35.3
=N Huizhou 933.2 8.5 58.5 33.0
Z[R Zhaoqing 526.2 28.1 28.8 43.1
PE Lk BEIE

1) Preliminary data on the accounts.
2) Figures refer to industrial enterprises above designated size (all state-owned industrial enterprises and
non-state-owned industrial enterprises with an annual sales revenue over 5 million yuan).

BRKE  BXETNSEITQRA (TERRIUHE - 2007)
Sources:  Statistical communiqués of relevant cities, (/%4 11#Z - 2007) .

(1)

(2) BEAELLETLEVHBRF(EHERABARTS00ATUALHAEERE T L WAFEFT L) o
(

(



TUE~E HAOSE IPRE IR TIER W ERAST A& HRERTERE
(Zx AET) (fz%Em) (BHETR) REWAN (AR) EE" (fzx AET)
Gross industrial Imports and Foreign direct Per capita disposable (AE) Total retail sales of
output value® Exports investment income of urban Per capita consumer goods
(0.1 billion yuan) (0.1 billion US$)  (million US$) residents (yuan) GDP" (yuan) (0.1 billion yuan)
HRRENT
7,2725 637.7 2,923 19,851 Not ye/t available 2,1828
11,673.4 2,374.1 3,268 22,567 67,907 1,671.3
1,951.4 328.2 824 17,671 52,317 255.5
HRREHT HRREHT
6,236.8 309.8 1,137 Not yet available Not yet available 776.2
1,759.1 108.2 678 13,869 22,400 352.3 *
I
TR ERT -
4,822.6 842.2 1,808 25,320 Not yet available 584.5 g
%
2,724.5 231.3 713 18,897 42,047 331.1 g
1,793.1 212.3 1,045 15,991 24,996 297.2 35
452.6 27.9 672 11,547 EROREH 167.9

Not yet available

‘©
(=
=]
o

[9)
w
w
Q

£
w
=

o0
©

=
[

(a]
e
[

2

o

=
©
[

(-9
e
Q
g
©
Q
L

(U]
Q

<=

ey




ZHZFE 0 T RENEFITRES o
FRESNNRN TR IR  UREK
R R SNA MR AR BERILE -
W57 RMEBIBIMRAE RS
R BAZLFRBRNERD S - 2F
X FIBENBRILEES FEHW
kR ERERXERENEM - B
BitS  XMBERELASHEL o

EE o TRENF LA EERDS HR
HBEETUNSBEFLABLRE
ERTRENEFRA  HR=AXH
BIULSET LA - EH1978FH
56.6:43.478 1120054 #940.45:59.55 °
BR=/2005F W7 L 8B 1A8,14712 T
ARM(99512%ETT) » E£E186.5% °
FRARZHFIFE=XEHBFELR
W BEAmRIM I LA AR T
W—BERRED  SARFLEEF
{E#70.8% °

S5HER  R=ANEFEMTIENE
KET DX EFEBEITE  Z2X=
KR IR 1978 #925.8:45.3:
28.9% R 5120055 #92.8:50.9:46.3 ©
=7l BT S EEIIE N T 60.2% ©

BIEEFRT2007F38 2w (E5k
KT IMREERSLHETEL) - FE
Ko IRA RS L » AT IR b 4550
HRRGL - BSREERINRIERE
4 I MRS E R R AN ENR
H - BENEMEERS I  HFIRS
RERANTRATHEREN BT UES
BNEMEEERER - BURENIMNG
R AERRED °

The economy of Guangdong province began to take shape
more than two decades ago, largely fuelled by a host of
manufacturing operations set up by Hong Kong and overseas
investors to exploit the cheap land and labour as well as other
favourable conditions created by the government policy to
attract foreign investments. For years, the labour-intensive
light industries have played a key role in powering the industrial
development of the province. However, changes are taking
place.

The industrial structure in Guangdong has gradually been
transforming in recent years. The province has geared its
industrial structure towards heavy and high value added
industries. As the economic hub of Guangdong province, the
PRD region's proportion of light industries to heavy industries
of the PRD region changed from 56.6:43.4 in 1978 to 40.45:59.55
in 2005. The value added of industry in PRD reached RMB
814.7 billion (US$99.5 billion) in 2005, accounting for 86.5%
of the whole province. The development of three of the nine
pillar industries in Guangdong, namely electronic information,
electrical appliances & machinery and petrochemicals, has
been robust, representing 70.8% of the total production of the
nine industries.

Meanwhile, the composition of economy of PRD has also
experienced great changes: the ratio of the three sectors in
GDP changed from 25.8:45.3:28.9 in 1978 to 2.8:50.9:46.3 in
2005, with the proportion of the tertiary industry increased by
60.2%.

According to the "Opinions of the State Council concerning
Accelerating the Development of the Services Sector" released
by the State Council in March 2007, China will speed up the
development of its services sector so as to accelerate the pace
of its economic restructuring. The State Council wishes to see
foreign trade growth, now dominated by exports of low value
added manufactured goods, be reconfigured by a larger reliance
on the services trade. The idea behind the push of the services
sector is to shift the economy's style of growth from being
industry-driven to relying more on domestic consumption, thus
alleviating the burden on the environment and exports.



BEsh - RESRE [+—0] K T
REKE2006E2010F HA R ANIR K R
FR S5l

MIBRSBERNRHNES
2006 F T F 220075 F4) » 7 E
ENNMIRZBEREH AR » URE

SISIMTRZEEARRIRD o FHE?

BUR M E R Lom @ 00 H R % - DARR
HEsR 5 UREAAERR
BROEO - 3—FE  sFNEER
I CER MRS LB - BEUBRIXE
BROHO - ML T RS kiR
F o 14N B/t T RY KR
IRGELKERBER o

SR EEEmEANETAEER T
Bl BEEBHLFEFMEORE
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ﬁf?@ [ SRR ] RATIRIES o B3¢
TR EXEL WIS FRE
JHZ9|‘ R KB EER B FMSD
BE/ NEEEE WA -fI-R®
moEE - BE - RE - 2ENESRM
ZrlhpERdl  EREXFWIFE
BESRARFIRES8RARIRE)

D) ERWMEEREMIBIIAEOLE
[2006]139K 1455 ~ &R EH At
BITRHHBNE[2006]825 K
[2007]175 °

Moreover, as stipulated in Guangdong's 11t Five Year Plan,
the province will expedite the development of its service sector
during 2006-2010.

Latest Policy Changes on Processing Trade

In the latter half of 2006 and early 2007, China announced changes
on processing trade policy to show its determination to upgrade
the processing trade. The new rules® stipulate the removal of and
reduction in export tax rebate for certain products to restrict export
of high pollution, high energy consumption and resource
consumption products. There were also upward adjustments
made to export tax rebates for new and hi-tech products in order
to encourage the export of these products, thus expediting the
upgrade of processing trade. An expanded list of prohibited
category under processing trade was also introduced.

The latest regulations on products under the prohibited category
apply to all enterprises, including 'Category A' enterprises with
good compliance track record and considerable export volume.
And for goods under the restricted category, "actual payment"
of customs duty deposit is required unless the enterprise is a
'‘Category A' enterprise. This seriously affects the cash flow
of most enterprises concerned. Moreover, the expansion of
the prohibited category this time covers a wide scope, exerting
huge impact on Hong Kong based enterprises ranging from
shoes, toys, chemicals, food, papermaking, packaging, leather,
metals and batteries. (For more details, please refer to study
report on p.58 of this Report.)

Notes:(2) Circulars No. 139 and No.145 [2006] issued by Ministry of
Finance and other ministries, Circular No.82 in 2006 and
Circular No. 17 in 2007 issued by Ministry of Commerce and
other ministries.
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BERN ABRRAME ZRRE R
AMAREHNENEE  Alt—E&R1E
TiE  BHREBRER - UTEHD
FERRNTEBERZRIE

0 (3) 1A LEBEREE  RERE
(#34) ~ LK IE(RE) ~ LA
(ST ~ B LB (S 5 8547)
3 LR (ST RR) » SN E
ZIH(BA)  FERBELT) -
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ST(ER) - L AB(TE) » R
Bk (J2 1774 01 ) B 48 1L I 28 (R
T) o

A new wave of industry relocation is in progress in PRD as this
is part of the series of measures by which the Guangdong
Provincial Government expedites the upgrade of processing
trade activities. A total of 18 industry relocation parks® had
been approved covering the PRD, the mountainous regions
and eastern and western parts of Guangdong since 2006.
These areas have relatively richer natural resources and lower
operating costs, which are suitable for labour-intensive industries
to settle in. The local authorities also offer support in land use,
electricity supply, infrastructure facilities and so on to help
enterprises with the relocation.

Both Hong Kong and Guangdong governments have been
working closely with each other to improve the cross-boundary
infrastructure for they see the vital importance of a seamless
integration of the two territories to the competitiveness of both
places. The following are some highlights of recent
developments of cross-boundary infrastructure:

Notes:(3) These 18 industry relocation parks are: Dongguan Shilong
(Shixing) RZ=A (48>%) » Zhongshan Torch (Yangxi) A 1L
‘K4E (BA7E) ~ Zhongshan Shiqi (Yangjiang) # LA (FE3T) »
Foshan Chancheng (Yuncheng Duyang)f# LU (=354
#%) » Foshan Shunde (Yunfu Xinxing Xincheng) 1 L Iii/&
(=3 #XHFAK) » Guangzhou Baiyun Jianggao (Dianbai)
J"MAZ=IS (EH) » Dongguan Shijie (Xingning) R3= A8
(347) » Dongguan Dongkeng (Lechang) =431 (RE) »
Foshan Chancheng (Yangdong Wanxiang) 6 LU &3, (FAZR 77
&) » Zhongshan (Heyuan) # 1L (AIJR) » Dongguan Dalang
(Xinyi) R KBEA (f5E) * Zhongshan Sanjiao (Zhenjiang)
HILU=£A (T) ~ Shenzhen Yantian (Meizhou) 73k H
(%) » Dongguan Fenggang (Huidong) &Z=R.K (&%) *
Shunde Longjiang (Deqing) & T (2X) » Zhongshan
Dachong (Huaiji) FILAE (M%&) » Dongguan Qiaotou
(Longmen Jinshan) RZ#3k (1€ L) » Foshan Shunde
(Lianjiang) f# ILIIREE (FRT)
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200388 @ HEEBXBNRTRNER
DBEIR  MNEFNXTBEETE

BE o REBAEDBENELRETRED
FRR RN ORALIEEX 1
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FAEEDNZLL2KTALE > AU
SRIPIRREFE > UREEEE
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BIRRXH
2003F 1A ERKRANKREZRLE
EBBXBNLARERGE MR
T [ERSHIAFRBHRAR
Rl -HARINFBRBEAFESEESE
REBSHIA R ZANTER BRE
B ENRIAENESLFTRE N
EEBNEGFMEHME P 0 {2
HRARELEZRARTEEXANR
B © 2003F8 A + BEREAHTHIH
TAEMMANARGL » ARFRBEXRER
BIREAFNE A - thiA NS
KFNELNER AR MY - HEZE

The Hong Kong-Shenzhen Western Corridor (HK-SWC)
The HKSAR Government commenced the construction of the
HK-SWC in August 2003 with an aim of providing a fourth
vehicular boundary crossing between Hong Kong and the
Mainland. The alignment of the HK-SWC starts at the newly
reclaimed area for the boundary crossing facilities at Dongjiaotou,
Shekou. It spans across Deep Bay and land at Ngau Hom Shek
in the Northwest New Territories. Co-location arrangement for
both passenger and cargo clearance will be implemented at
the new control point at Shekou in Shenzhen. The HK-SWC
came into operation in July 2007.

The Sheung Shui to Lok Ma Chau Spur Line (Spur Line)
The 7.4km long Sheung Shui to Lok Ma Chau (LMC) Spur Line
aims at relieving the congestion of cross boundary passengers
at Lo Wu and coping with the anticipated growth in cross-
boundary rail passenger traffic. The construction project,
including the East Rail LMC Spur Line, LMC Spur Line Control
Point, LMC Public Transport Interchange and the Passenger
Bridge, has been completed. The Spur Line is expected to be
commissioned in 2007. By that time, the boundary crossing
will be able to handle up to about 150,000 passengers a day.

Hong Kong-Zhuhai-Macao Bridge (HZMB)

In January 2003, the National Development and Reform
Commission and the Government of the Hong Kong Special
Administrative Region commissioned the Institute of Comprehensive
Transportation to conduct a study on "Transport Linkage between
Hong Kong and Pearl River West". The study concluded that the
HZMB will be instrumental in shortening the travelling time and
distance between Hong Kong and the Pearl River West, promoting
the socio-economic development of the Pearl River West, reinforcing
Hong Kong's status as a international shipping and aviation centre,
promoting the development of regional tourism industries and
perfecting the regional transport network. In August 2003, the
HZMB Advance Work Co-ordination Group (AWCG) was set up
to press ahead with the advance work for the construction of the
bridge. The AWCG has already reached agreement on the alignment
and landing points of the bridge. It has also commissioned the
China Highway Planning and Design Institute to conduct studies
on the two outstanding issues, namely, the locations of boundary
crossing facilities and the financing arrangements of the project,
with a view to finalising the feasibility study report for submission
to the Central People's Government as soon as possible. In
January 2007, the Central People's Government set up the HZMB
Task Force to help expedite the project.




AR LEALR IR R IR e 4t
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The Northern Link

The Northern Link (NOL) will run between the existing West Rail
at Kam Sheung Road Station and LMC Station and provide direct
rail services between the western New Territories and the border.
Moreover, an interchange station will be built near Chau Tau to
allow NOL passengers to change to LMC Spur Line for all East
Rail stations via Sheung Shui. The completion of the Kowloon
Southern Link and the NOL will form a continuous railway loop
connecting the East Rail and West Rail, which will not only facilitate
travelling between eastern and western New Territories but also
provide residents of western New Territories with more convenient
cross-boundary rail services for easy transit to the Shenzhen
Metro.

Guangzhou-Shenzhen-Hong Kong Express Rail Link
The Guangzhou-Shenzhen-Hong Kong Express Rail Link (ERL),
linking Hong Kong to the Shibi Station in Guangzhou via the
Longhua Station in Shenzhen, will form part of the national high-
speed rail network. With this new inter-city rail corridor in place,
the journey time between Guangzhou and Hong Kong will be
reduced from the current 100 minutes or so to within an hour. The
Hong Kong section of the ERL will run from a proposed terminal
at West Kowloon to the boundary at Lok Ma Chau for connection
with the Mainland section of ERL. The works on the section
between Shibi and Longhua have commenced since December
last year. As for the Hong Kong section, the Kowloon-Canton
Railway Corporation is working on relevant studies actively and
it is expected that a proposal will be submitted to the Government
in July this year. In line with the aim to speed up railway development
as set out in the National 11t Five Year Plan, the ERL will strengthen
Hong Kong's connection with the PRD and cities in the eastern
region.
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To facilitate the implementation of Mainland and Hong Kong
Closer Economic Partnership Arrangement (CEPA) and expedite
the implementation of cooperation initiatives agreed at the Sixth
Plenary of Hong Kong Guangdong Cooperation Joint Conference
in relation to Hong Kong and Shenzhen, the Hong Kong and
Shenzhen authorities signed the Memorandum on Closer
Cooperation between Hong Kong and Shenzhen (MOU) in June
2004. The MOU states that Hong Kong and Shenzhen agreed
to strengthen cooperation to promote long-term prosperity in
both places. Eight cooperation agreements were also signed
at the same time to strengthen cooperation in various areas.

Since then, cooperation between Hong Kong and Shenzhen
has become even stronger, with areas extended from trade and
infrastructure to tourism, finance, environmental protection etc.
In his Policy Address delivered in October 2005, the Chief
Executive mentioned Hong Kong would enhance communication
and cooperation with Shenzhen in different areas including
border control point development, infrastructural planning, food
safety and ecological improvements. Against the backdrop of
the National 11® Five Year Plan, Shenzhen's 11 Five Year Plan
stipulates its emphasis on strengthening cooperation with Hong
Kong in various fields such as cross-boundary infrastructure,
environmental protection, IT and etc. Shenzhen also reiterated
its goal of enhancing its cooperation with Hong Kong to build
a world-class city in the "Shenzhen 2030 City Development
Strategy" in mid 2006.

One of the major areas of further cooperation between Shenzhen
and Hong Kong is innovation and technology. The proposal
of building a Shenzhen-Hong Kong Innovation Circle has been
included as one of the major initiatives of the Mainland/Hong
Kong Science and Technology Co-operation Committee, which
is a high-level body established in 2004 to formulate and
coordinate programmes for technological collaborations and
exchanges between Hong Kong and the Mainland. With the
signing of the Shenzhen-Hong Kong cooperation agreement
on 21 May 2007, the two governments will strive to enhance
exchanges in expertise, information and resources in innovation
and technology, with a view to taking forward the proposal of
building a "Shenzhen-Hong Kong Innovation Circle". The long-
term target is to develop the two neighbouring localities into
a world-class regional hub for innovation and technology
activities.




