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Report on “Tapping the Domestic Market of the Pearl River Delta Region by
Leveraging the Strengths of Hong Kong”
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Boosting domestic consumption is one of the major policy
directives of the National 12th Five-Year Plan. Guangdong and
the Pearl River Delta region together form the largest regional
domestic market within China. It is opportune for Hong Kong
enterprises to leverage their strengths and experience in market
development, supply chain management, wholesale and
distribution, and logistics services etc., to tap into the domestic
market of the Pearl River Delta region, which is a good starting
point for opening up the Mainland market. This would help
facilitate the development of Hong Kong and the Pearl River Delta
region into a production, logistics, distribution and retail centre of
consumption goods for China as well as the Asia Pacific region,
and boost economic growth in both Hong Kong and Guangdong.

In light of the above, the Business Council set up a Task Group
to look into the issue. In collaboration with the Hong Kong
Government Central Policy Unit, the group conducted a research
and published a report on “Tapping the Domestic Market of the
Pearl River Delta Region by Leveraging the Strengths of Hong
Kong”. After collecting the views of Hong Kong enterprises with
business in electronics products, domestic electrical appliances,
watches and jewellery, clothing, and food and drug, and
distributors and financial services providers, and consolidating
their experience in selling in the Mainland, the report put forward
a set of practical recommendations for the reference of the trade,
business associations, industry support organisations and the
Governments of Hong Kong and Guangdong.
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The report looked at the issue from a new angle, suggesting not
to restrict the mindset to providing assistance to Hong Kong
manufacturers in the Mainland in their endeavour to upgrade
and restructure to tap into the domestic market. Instead, a new
approach should be adopted to develop domestic sale as a new
type of business sector with a view to developing it into a new
economic pillar of Hong Kong and to provide new momentum for
economic growth.

For those Hong Kong enterprises which have succeeded in
selling in the Mainland, their experience show that the quality and
pricing of Hong Kong products best meet the needs of the huge
and thriving middle class market in the Pearl River Delta region.
The strengths of Hong Kong stem from its experience in product
quality control and adoption of international standards, market
development (including market research, product design and
promotion, and brand management), supply chain management
(integrated production, procurement, distribution and retail,
and business consulting for enterprises), distribution and retail
services (including distribution network, customer service, legal
consultancy, commercial arbitration, and logistics and transport),
financing facilitation, and the availability of a sophisticated
platform supported by numerous providers of public service
for small and medium enterprises, etc. Hong Kong enterprises
could leverage their strengths in tandem with the early and pilot
implementation of Guangdong in market opening to develop the
Pearl River Delta domestic market.

It was pointed out in the report that although Hong Kong
enterprises were amongst the first foreign-invested enterprises to
venture into the Pearl River Delta region, many of them remained
engaged in original equipment manufacturing (OEM) business with
Europe, US and Japan as their major export markets. Production
and sales are two separate types of business. Expertise and
enormous resources are required in sales channel development
as well as brand and sales management. Not all Hong Kong
manufacturers have both the potential and intent to develop
domestic sales. Hence, in promoting the development of the
domestic market, business associations and industry support
organisations should focus on those Hong Kong manufacturers
with the potential and intent to develop domestic sales and
establish their brands in the Pearl River Delta region. Incentives
should be given for them to undergo restructuring, make plans
for long-term resource investment, make adaptive use of existing
domestic sales channels, and make the best out of the domestic
sales support policies of the two Governments for developing the
PRD domestic market.
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As for Hong Kong enterprises focusing on manufacturing, the
report suggested they could use the relatively low-cost channels
to enter the domestic market. These include cooperation with the
Hong Kong companies who are the agents of or run the business
for the international brands and make use of their established
channels to open up the Mainland market; cooperation with
large-scale integrated chain stores; supply of merchandise to
Hong Kong brand owners; further use of trade exhibitions/fairs
and Hong Kong Trade Development Council’s (HKTDC) Design
Gallery to open up the market; setting up multi-brand stores and
brand alliance to achieve economy of scale and reduce market
development cost; and setting up online shop which is an effective
way to reach consumers directly at a low cost.

Incentives and support should also be given to the Hong Kong
service sector engaged in brand promotion and management,
distribution and circulation, etc. so that it could provide
complementary services and assistance to Hong Kong
manufacturers in the Mainland to open up the domestic market.
The report recommended that the Hong Kong Government could
consider earmarking a specific sum under the $1 billion Dedicated
Fund on Branding, Upgrading and Domestic Sales (BUD Fund)
to assist the related service providers to develop the domestic
market in cooperation with manufacturers.
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In the long run, a Hong Kong city brand would be helpful to
individual Hong Kong enterprises seeking access to the domestic
market. Products with particularly high requirement for brand
identity and quality — such as food products, health products and
cosmetic products - could serve as the entry points for the Hong
Kong city brand to establish itself in the Mainland.

The report also suggested that a targeted but comprehensive
strategy should be worked out for the government and public
sector to provide support to the players along the supply
chain. For examples, HKTDC or business associations could,
by organising trade exhibitions and fairs, assist Hong Kong
manufacturers to explore cooperation with enterprises with
established retail channels, and service providers specialising
in opening up domestic markets; HKTDC could magnify the
promotion functions of Design Gallery for Hong Kong products;
the Hong Kong Export Credit Insurance Corporation could play
a more proactive role in providing insurance for Hong Kong
enterprises’ domestic sales; and the Hong Kong Productivity
Council could provide consultation and training in areas relating to
brand management and sales.
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http://www.cmab.gov.hk/tc/issues/council.htm

With online shopping popular among consumers of the new
generation in recent years, an online sales platform for “Hong
Kong Products” could be set up jointly by Hong Kong enterprises,
business associations and industry support organisations.

The Hong Kong and Guangdong Governments should work closer
together to create a better environment of domestic sales in the
Pearl River Delta region through pilot cooperative measures.

The report can be downloaded from this website:
http://www.cmab.gov.hk/en/issues/council.htm
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