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The fifth term of the Greater Pearl River Delta Business Council
ran from March 2012 to February 2013. The Business Council
was chaired by Dr Victor Fung and comprised 40 Members. In
this term, four Sub-groups had been formed under the Business
Council to study the major issues surrounding Hong Kong/
Guangdong cooperation. The four Sub-groups were:

1. Cross-boundary Passenger and Cargo Flow Sub-group
2. Joint Investment and Trade Promotion Sub-group

3. Sustainable Development Sub-group

4. Services Industry Development and Human Resources Sub-
group
The Business Council also set up a Task Group to conduct a study

on “Tapping the Domestic Market of the Pearl River Delta Region
by Leveraging the Strengths of Hong Kong”.
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Work of the Sub-groups

1. Cross-boundary Passenger and Cargo Flow Sub-group:
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The Sub-group was concerned about improving the efficiency
of cross-boundary passenger, vehicle and cargo flows, and
the hardware and software coordination. In the past year, the
Sub-group discussed a number of issues, including enhancing
cross-boundary infrastructures and facilities, fostering smooth
and efficient cross-boundary passenger, vehicle and cargo
flows between Guangdong and Hong Kong, and enhancing
Hong Kong’s status as a global aviation and shipping centre,
etc. The Sub-group also visited the Shenzhen Bay Port to
examine the facilities and operation, and exchanged views
with the authorities on the improvement of cross-boundary
passenger and vehicle flow.
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2. Joint Investment and Trade Promotion Sub-group:

Through study visits and seminars, the Sub-group aimed to
give Hong Kong enterprises a deeper understanding of the
business environment of Guangdong and to enhance business
collaboration between the two places. During this term, the
Sub-group co-organised a seminar entitled “Hong Kong -
Qianhai: Innovation and Cooperation” with the Services
Industry Development and Human Resources Sub-group
and the Hong Kong General Chamber of Commerce. The
seminar provided a platform for the trade to explore business
opportunities arising from the development of Qianhai.

. Sustainable Development Sub-group:

The Sub-group focused on three main tasks: Vessel Emission
Reduction, Air Quality Improvement and Enhancing Exchange
and Cooperation with Guangdong. The Sub-group had
engaged stakeholders and relevant government departments
in the discussion of the first two issues. The Sub-group also
met with the representatives of Guangdong Environmental
Protection Department, followed by a visit to the related
environmental facilities in Guangzhou, to exchange views on
improving the environment of the Pearl River Delta region and
strengthening cooperation.

. Services Industry Development and Human Resources Sub-

group:

Assisting Hong Kong’s service industries to open up the
Guangdong market was the main objective of the Sub-
group. During the period, the Sub-group joined hands with
the Joint Investment and Trade Promotion Sub-group and
the Hong Kong General Chamber of Commerce in organising
the seminar entitled “Hong Kong — Qianhai: Innovation
and Cooperation”, during which guest speakers and
representatives from the business sectors exchanged views on
how Hong Kong enterprises could take part in and contribute
to the development of Qianhai. At a forum jointly organised
with the Bauhinia Foundation Research Centre, the Sub-group
shared views with the trade on the business opportunities
available to Hong Kong medical professionals in the Pearl
River Delta cities.
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Task Group on “Tapping the Domestic
Market of the Pearl River Delta Region by
Leveraging the Strengths of Hong Kong”

Riding on the Mainland's policy to expand domestic consumption
demand, it would be beneficial to the economic development of
both Hong Kong and Guangdong if Hong Kong enterprises could
leverage their strengths and experience to open up the domestic
market of the Pearl River Delta region, thereby making Hong
Kong and the Pearl River Delta region the production, logistics,
distribution and retail centre of the country as well as the Asia
Pacific region. The Business Council set up a task group in July
2012, and in collaboration with the Hong Kong Government
Central Policy Unit, carried out a research into this area. Through
interviews with Hong Kong enterprises and industry support
organisations, and case analysis, the task group drew up practical
and workable recommendations for the reference of stakeholders
and the Governments of Hong Kong and Guangdong.

External Liaison of the Business Council

In the past year, the Business Council and its Sub-groups
maintained close liaison with the Governments of Hong Kong
and Guangdong, the Guangdong’s Association for Promotion
of Cooperation between Guangdong, Hong Kong and Macao,
as well as the trade, relevant business organisations, academia,
professional bodies and think-tanks. Major liaison activities
included:

* In April 2012, the Business Council had exchange of views
with representatives of the Hong Kong Government on the
latest development of Hong Kong/Guangdong economic and
trade cooperation, and explored possible areas for fostering
communication and cooperation between the two places.

* |In May 2012, the Business Council attended the CEPA seminar
jointly organised by the Ministry of Commerce, Guangdong
Provincial Government and Hong Kong Government, and
conveyed the concerns and views of the trade on the
implementation of CEPA and its Supplementary Agreements,
liberalisation of trade in services, trade and investment
facilitation and CEPA early and pilot implementation measures
in Guangdong.
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In July 2012, the Business Council invited a representative
from the Hong Kong Government to give a presentation on
the measures under Supplement IX to CEPA. The Business
Council reflected the views of the trade and urged the
government to enhance communication with the trade on the
implementation of CEPA.

The Business Council invited a Mainland expert to present
the “12th Five-Year Plan for the Development of Services
Industry of Guangdong” in July 2012, and shared views with
Members on the future direction for deepening cooperation
with Guangdong.

At the 15t Plenary of the Hong Kong/Guangdong Cooperation
Joint Conference held in September 2012, the Business
Council provided a written report on work progress of the
Business Council.

In October 2012, the Joint Investment and Trade Promotion
Sub-group and the Services Industry Development and Human
Resources Sub-group joined hands with the Hong Kong
General Chamber of Commerce in hosting a seminar entitled
“Hong Kong - Qianhai: Innovation and Cooperation”. The
event provided a platform for discussion with representatives
from the business sector on the relevant policies and business
opportunities available.
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In November 2012, Council Chairman Dr Victor Fung attended
the “Symposium on Internationalization of Shenzhen” as a
guest speaker to share his views on the possible areas for
deepening cooperation between Shenzhen and Hong Kong,
with a view to enhancing regional competitiveness.

In December 2012, the Business Council invited a
representative from the Tourism Commission to give a
presentation on the latest development of the Kai Tak Cruise
Terminal and the future of cruise tourism in Hong Kong, and
exchanged views on ways to enhance the status of Hong Kong
as a cruise hub, and to foster cooperation with adjacent areas.

In December 2012, the Cross-boundary Passenger and Cargo
Flow Sub-group visited the Shenzhen Bay Port and exchanged
views with the Governments of Hong Kong and Shenzhen on
the related work and progress of development.

In January 2013, the Business Council sent a delegation to
Guangzhou to meet with the representatives of Guangdong
Environmental Protection Department, and exchanged views
on environmental issues of mutual concern.

In February 2013, the Business Council joined hands with
Bauhinia Foundation Research Centre in hosting a forum on
primary care services of the Pearl River Delta, and exchanged
views with participants on the business opportunities for Hong
Kong medical professions in the area.
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Mrs Carrie LAM CHENG Yuet-ngor, GBS, JP
Chief Secretary for Administration
Hong Kong Special Administrative Region

In 2012, we celebrated the 15t Anniversary of the Hong Kong
Special Administrative Region (SAR). 2012 is also a year of fruitful
cooperation between Hong Kong and Guangdong. A package of
39 policy measures was announced by the Central Government
on 30 June to strengthen Hong Kong’s cooperation with the
Mainland in trade and other areas, among which more than 20
are of direct relevance to Guangdong. At the 15th Plenary of the
Hong Kong/Guangdong Cooperation Joint Conference held on 14
September, both sides agreed to accord top priority to pursuing
early achievement of liberalisation of trade in services between
the two places, underscoring both sides’ commitment to expand
and deepen cooperation by leveraging on the country’s staunch
support for Hong Kong’s economic development.

The Business Council maintained a keen interest in developments
in the country. Through participation in forums, seminars, visits
and topical studies, the Business Council examined the progress,
opportunities and challenges of economic and trade cooperation
between Hong Kong and Guangdong and put forward valuable
views and suggestions to the Hong Kong SAR Government.

Since its inception in 2004, the Business Council, under the
leadership of Dr Victor Fung and active support of its Members,
had played a unique role in converging opinions from businesses,
professionals, academia, business support bodies and think-
tanks on the enhancement of Hong Kong’s economic ties with the
Greater Pearl River Delta region and development of the regional
economy. The Business Council also published a number of study
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reports conducive to our formulation of relevant policies, including
Hong Kong’s role and positioning in the economic development
of the country, further liberalisation and deepening of CEPA, and
tapping the domestic market of the Pearl River Delta region by
leveraging the strengths of Hong Kong.

On behalf of the SAR Government, | extend my sincere gratitude
to Dr Fung and all who have served as Members for their
dedicated contributions to the Business Council’s success.

Mrs Carrie LAM
Chief Secretary for Administration
Hong Kong Special Administrative Region
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The Business Council, established in March 2004, is an advisory
body appointed by the Hong Kong Government. It provides
a platform for its Members from the business community,
professional sector and think-tanks to put up recommendations
to the Governments of Hong Kong and Guangdong on fostering
economic cooperation, trade and investment between the two
places.

Achievements of the Past Five Terms of the
Business Council

Nine years on, the Business Council has been privileged to
participate in and witness the momentous growth in the ties
between Hong Kong and Guangdong. For instance, in March
2011, “the Outline of the 12th Five-Year Plan for National
Economic and Social Development of the People’s Republic
of China” (the 12th Five-Year Plan) was promulgated with an
unprecedented dedicated chapter on Hong Kong and Macao.
The significant functions and positioning of Hong Kong in the
national development strategy were elaborated in the chapter.
In August 2011, Vice Premier Li Kegiang visited Hong Kong
and announced over 30 measures in areas including trade,
finance, livelihood and social services, tourism, and Hong Kong/
Guangdong collaboration to support Hong Kong’s economic
and social development. In 2012, Supplement IX to the Closer
Economic Partnership Arrangement (CEPA) was signed between
the Ministry of Commerce and the Hong Kong Government to
further open up the Mainland market to Hong Kong.

11
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The Business Council has published study reports on important
topics in each of its term. They include the early investigations on
Western Pearl River Delta (PRD)’s development and Guangdong’s
economic restructuring, followed by suggestions pertaining to “The
Outline of the Plan for the Reform and Development of the PRD”
and Hong Kong’s roles in the national economic drive, as well as
the more recent studies on taking forward CEPA and domestic
sales. The effective recommendations devised are the result of
devoted efforts by Members and the respective research teams. |
am pleased that the authorities have taken the recommendations
into full account when formulating relevant policies. This is good
recognition indeed of the work of the Business Council.

The Business Council has also organised or participated in
forums, seminars, visit and exchange activities, and attended the
Hong Kong/Guangdong Cooperation Joint Conference. Through
these events it meets with government officials, business people,
academics and other sectors from Hong Kong and Guangdong to
exchange views on cross-boundary cooperation.

In 2013, the Business Council will be re-organised and renamed
the “Consultative Committee on Economic and Trade Cooperation
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between Hong Kong and the Mainland”. lts expanded terms of
reference will cover economic and trade issues between Hong
Kong and all regions in the Mainland. Hong Kong’s connections
with the Mainland used to be focused on the PRD region in
the beginning stage about three decades ago. With the rapid
development of the Mainland in recent years, such connections
have already been extending to other places as well, including the
Pan-PRD region, central, western, and northeastern regions of
the country. The re-organisation is a most logical move to keep
abreast with the times.

Further Cross-boundary Integration in
Services Industries

The collaboration and division of labour between Hong Kong and
the Mainland in the past 30 years has indisputably provided good
reference for the country’s reform and opening up. | am sure the
next 30 years will see more efforts to build on this foundation and
broaden the economic horizon of both sides through, in particular,
closer cooperation in services industries. During the 12th Five-
Year Plan period, the Mainland will expedite the transformation
of the mode of economic development, adjust its economic
structure and increase the weighting of services industries. In
Hong Kong, services industries are well developed and already
account for over 90% of our GDP, so we must expand our service
hinterland. The strong complementarity between Hong Kong and
the Mainland in this regard is evident. Cooperation will also be
conducive to enhancing the overall competitiveness of China in
the international arena in the long run.
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Mainland’s Strong Manufacturing Base and
Promising Domestic Market

The world’s economic centre of gravity is shifting to Asia in recent
years. Major brands around the world are attaching increasing
importance to the Asian market. For business corporations, China
is no longer a mere production and procurement base, but also
an enormous market with immense potential. A key theme in the
12th Five-Year Plan period will be a shift from “Made in China” to
“Sold in China”.

The Mainland possesses a strong manufacturing capacity. Given
the rapid development of its domestic market vis-a-vis stagnation
of the conventional export markets, the key to the future success
of Hong Kong and the Mainland lies in whether we could combine
production with sales and coordinate the integration of domestic
and external trade. Hong Kong has accumulated rich experience
over the years in developing overseas markets, supply chain
management, wholesale and distribution, as well as logistics. We
should leverage these advantages to serve the Mainland market.

Another Key to Future Development -
Attracting Talents

Hong Kong itself has very limited natural resources. It is by virtue
of our human capital that we have developed into a cosmopolitan
city. As such, we should focus on training our talents. This
includes university education and staff training by businesses.
The quality of the workforce in a place is the deciding factor of
its long-term competitiveness. Under the 12th Five-Year Plan,
the Mainland is to increase the GDP share of services industries
from 43% to 47%. The importance of talents is all the more
pronounced as we develop modern services industries. It is also
the basis for moving up the value chain. Hong Kong and the
Mainland can promote cooperation and exchange in R&D and
education to attract talents from all over the world.
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Acknowledgements of the Support for the
Business Council

On behalf of the Business Council, | wish to extend my heartfelt
gratitude to each of our former and incumbent Members and Staff
Officers for their commitment and dedication. Their contribution
has brought the various tasks of the Business Council to
successful completion throughout the past nine years. | would
also like to thank the Secretariat for its hard work which is pivotal
to the smooth operation of the Business Council. Finally, | wish
to thank the Hong Kong and Guangdong Governments, the China
Council for the Promotion of International Trade Guangdong
Sub-Council, and the Guangdong’s Association for Promotion of
Cooperation between Guangdong, Hong Kong and Macao for
supporting and encouraging the work of the Business Council as
well as fostering trade and economic cooperation between Hong
Kong and Guangdong.

| look forward to the re-organisation of the Business Council into
the “Consultative Committee on Economic and Trade Cooperation
between Hong Kong and the Mainland” in 2013. Its expanded
terms of reference will cover economic and trade issues between
Hong Kong and all regions in the Mainland. | am confident that
the Consultative Committee will serve as a new communication
and exchange platform for stakeholders to continue contributing
to the closer economic and trade cooperation and long-term
prosperity of Hong Kong and the Mainland.

(e oy

Dr Victor Fung
Chairman
The Greater Pearl River Delta Business Council
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To advise the Chief Executive and to operate under Hong Kong/
Guangdong Cooperation Joint Conference to foster closer
economic cooperation within the Greater Pearl River Delta (GPRD)
region by:

@1

. advising on the policies and implementation strategies needed

to enhance the economic and other cooperation between
Hong Kong and Guangdong, which in turn will facilitate more
value-added operations and sustainable development on both
sides of the boundary;

providing a forum for the private sectors in Hong Kong and
Guangdong to exchange views with one another on how to
further promote two-way trade and investments;

collecting opinions of Hong Kong business and professional
sectors on issues relating to Hong Kong/Guangdong
cooperation and channeling them to both governments;

in collaboration with the Central Policy Unit, conducting
strategic research into the future economic development of the
GPRD region; and

establishing closer ties with provincial and municipal
institutions in Guangdong.

17
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This chapter is divided into 6 parts. Part I, Il and Ill will give the
general economic overview of Guangdong as well as the Greater
Pearl River Delta region. Key development goals for Guangdong
and latest updates of the cooperation zones between Hong
Kong and Guangdong will be covered in Part IV and Part V. Part
VI will introduce the major government initiatives and recent
infrastructure projects in the Greater Pearl River Delta region.

. Economic Overview of Guangdong

Guangdong is the most populous province in China.
Encompassing a total land area of 179 812.7 sq. km, the province
had a 104.4 million permanent population by the end of 2010,
according to the Guangdong Statistical Yearbook 2011.

Located on the southern coast of China, Guangdong is composed
of 21 cities at prefecture level. Of which, Guangzhou, Foshan,
Zhaogqing, Shenzhen, Dongguan, Huizhou, Zhuhai, Zhongshan
and Jiangmen are the 9 major cities forming a region commonly
known as the Pearl River Delta. The Pearl River Delta region, a
manufacturing hub of national importance, contributed 79% to
total GDP of Guangdong in year 2010. Meanwhile, the region also
accounted for a 72.4% share of total retail sales of consumer
goods of Guangdong in 2010.
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1. GDP of Guangdong

In 2010, Guangdong registered a GDP of RMB 4.5 trillion with a
year-on-year growth of 15.2%. It is forecasted that the total GDP
will reach RMB 6.7 trillion by 2015, with an annual growth rate of
8%.

ER&NESE ERE
GDP of Guangdong (1978-2015%)

66,800.0

45,472.8

39,482.6
35,696.5
31,084.4

SEHEE
~& Gop

1978 1990 1995 2000
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Source: Guangdong Statistical Yearbook 2011
* The figure of 2015 is projection

2. GDP Per Capita

Since China adopted the economic reform and opening-up policy,
the GDP per capita of Guangdong has increased from RMB 370
in 1978 to RMB 47,000 in 2010, representing an annual growth
of 14.2%. It is expected that the GDP per capita will increase to
RMB 66,000 by 2015, with an annual growth rate of 7%.

£0000 RRAIHEE EE(E
’ GDP per capita of Guangdong (1978-2015%)
70,000 66,000.0
60,000
2 50,000 |-
= 41,166.0
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e fuee 33,151.0
fé 30,000 24,438.0
B
20,000 —- GDP per capita of
10,000 Guangdong
| | | | | | %4 Year
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BHFE - 201 1 BRE#E
* 2015 MZHIELE
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2015

Source: Guangdong Statistical Yearbook 2011
* The figure of 2015 is projection
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3. Retail Sales of Consumer Goods

In line with the income growth, the amount of retail sales of
consumer goods has increased from RMB 8.0 billion in 1978
to RMB 1.7 trillion in 2010 with an annual growth of 16.9%. By
estimation, the figure will reach RMB 3.5 trillion by 2015.
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4. Total Exports and Imports

Total imports and exports of Guangdong were USD 784.9 billion
in 2010. Of which, total imports were USD 331.7 billion and total
exports were USD 453.2 billion, representing a total trade surplus
of USD 121.5 billion. In 2010, Guangdong accounted for 26.3% of
the total national imports and 29.6% of the total national exports.
By 2015, the total imports and exports will exceed USD 1 trillion.
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(2009-2010%)

BI=AMLm
Nine cities in PRD

HEAZ# Basic information

2009

EEELE
Percentage to the
Guangdong province (%)

2010

REER
Year-on-year growth
rate (%)

Major Economic Indicators of the Pearl
River Delta* (2009-2010)

EEEtE
Percentage to the
Guangdong province (%)

IHERE (FHRE)
Land Area (sg.km)

54 733.0

30.4

54 733.0

30.4

FREEAD (BA)
Permanent Population at the Year-end
(10 000 persons)

5361.7

52.9

5616.4

4.8

53.8

HEAD (BA)
Urban Population (10 000 persons)

4 336.6

67.5

4646.0

7.1

67.2

FRIEAR (BA)
Employed Persons at the Year-end
(10 000 persons)

3261.0

57.7

33774

3.6

58.7

4 EZE Production data

MmELERE (BETARE)
Regional GDP (RMB 100 million)

32,147.0

79.4

37,673.3

17.2

79.0

E—EX
Primary Industry

723.6

35.7

809.8

11.9

35.1

BEER
Secondary Industry

15,427.5

80.0

18,313.5

18.7

79.3

EoER
Tertiary Industry

15,995.9

83.4

18,6560.0

16.0

83.2

EEZGHEEERELLS)
Ratio of Industries to the Gross Domestic
Product (%)

B—EE
Primary Industry

2.3

2.1

FIER
Secondary Industry

48.0

48.6

BEoEE
Tertiary Industry

49.8

49.2

ABEERE (TARE)
GDP per capita (RMB)

61,231.0

68,633.3

12.1

AL Domestic Economy

EHEETEEREHEE (BTARE)
Total Investment in Fixed Assets
(RMB 100 million)

9,603.6

71.9

11,355.8

18.2

70.5

HEHESTEREE (BTARE)
Total Amount of Retail Sales of Consumer
Goods (RMB 100 million)

10,834.7

72.8

12,613.2

16.4

72.4

#34MEE External Economy

HA@%E (%)
Total Exports (USD 100 million)

3,417.8

95.2

4,318.0

26.3

95.3

EOME (B%1)
Total Imports (USD 100 million)

2,430.5

96.4

3,195.0

315

96.3

BN EERRE (8%x)
Realised Foreign Direct Investment
(USD 100 million)

1751

89.6

183.5

4.8

90.5

BRI - 201 1B
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Source: Guangdong Statistical Yearbook 2011
* Includes Guangzhou, Foshan, Zhaoqing, Shenzhen, Dongguan, Huizhou, Zhuhai, Zhongshan

and Jiangmen



KEg=AHENEAXEZFR . Basic Facts and Figures of the Greater
(2010%) Pearl River Delta, 2010

jqiﬂailzﬁ;‘mgfﬁﬁjgﬁgﬁgggjl@ﬁ The Greater Pearl River Delta comprises nine major cities in
B GAEEMN -~ L B R = Guangdong, namely Guangzhou, Foshan, Zhaoqging, Shenzhen,

- . § . . Dongguan, Huizhou, Zhuhai, Zhongshan and Jiangmen, as well
S EMN BB Al OIF J’«Uiéﬁ as two special administrative regions, namely, Hong Kong and
FEFREEITHE - LFTERETT Macao. The exhibit below shows the basic facts and figures of the

RV EAEZR o respective cities.

dban

R~
i

-
- ™ e
1) 664.3 (&.A 10000 persons)
2) 98794 (fE5T AR RMB 100 million)
3) 42426 (fET AEE RMB 100 milion)
4) 30,658.0 (FTTAEH RMB)

1) 3709 (A 10000 persons)
- 2) 5651.5 (BT AR RMB 100 million)
1) 537 (&A 10000 persons) 3) 1,687.1 (f&7TAEHE RMB 100 million) 5) 25,0120 (AR RMB)
2) 3845 (BT AR RMB 100 milion) . 4) 27,2450 (FLAEHE RMB) p
3 260 ({ETTAEHE RMB 100 million) - 5) 21,9950 (LA R RMB) < ' M . 1 1818 (&A 10000 persons)
4) 168320 (LA RMB) e ) 42465 (ST AR RMB 100 millon)
5) 12,164.0 (FJLAERH RMB) 3) 1,108.1 (fE5T AE# RMB 100 million)
1) 149.2 (& A 10000 persons)

4) 356900 (T AEH RMB)
5) 25,733.0 (FLAEH RVB)
2) 18506 (fE7T AR RMB 100 million)
3) 6481 (f&7T AR RMB 100 million)
4) 25,3570 (FLAEHE RMB)
5) 18,833.0 (JT AR RMB)

Zhaoging

1) 1339 (& A 10000 persons)
2) 1,1305 ({87 AEHS RMB 100 million) -
3) 3558 (EITARMR B)Dd:illion)
1) 23,565.0 (7T AR5 RVB)

5) 19,741:0 (LA K RMB)

1) 259.9 (E.A 10000 persons)

1) 1382 (&.A 10000 persons)
2) 9,581.5 (fEyr A B RMB 100 million)

_'_\ 2) 8838 (fEsr AL RMB 100 million)

o 3 2626 (BT AR RMB 100 millon) - 3) 3,0008 ({75 AR RMB 100 milion)
Gl DT o g et |

5) 15,561.0 (FLAEHE RMB) -

Macao™

. : » 1) 710 (A 10000 persons)
= : 6) 17,438.6 ({53 HKD 100 million)
# e . “ 552 (%A 10000 persons) 7) 246,733.0 (5%, HKD)
1) 10475 (FAS ons) 2) 2,173.2 (f8RFI7T MOP 100 million) 8) 3,249.7 (f&H#5T HKD 100 million)

7) 398,071.0 (RP5T MOP)
8) 2985 ({&®FIIT MOP 100 million)

. 2086 (fE7T Em RMB 100 million)

173) 4860 (fETT AR RMB 100 million)
4) 25,382.0 (jL A RMB)

5) 20,3700 (FTAE# RVB)

by city
1) EXRFEEAOD 1) Population with residence registration
2) H‘JEEEﬁ%E 2) GDP
3) MEHBRTENS 3) Retail sales of consumer goods
4) F‘ EVNEEIETON 4) Per capita disposable income
5) BRAHEBRH 5) Per capita consumption expenditure
6) AthEEHEE 6) GDP at current price
(N EFHERE)
7 ABEE#E 7) GDP per capita
8) DEXHEH 8) Retail sales
EHER - 2011 BF st E Source: Guangdong Statistical Yearbook 2011
=7 Census and Statistics Department of Hong Kong
B R T Statistics and Census Service of Macao
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IV. Key Development Goals of the Three
Economic Circles in Guangdong

In response to “the QOutline of the Plan for the Reform and
Development of the Pearl River Delta (2008 to 2020)” released
by the National Development and Reform Commission in early
2009 and the “Guiding Opinions on Expediting the Economic
Integration in the Pearl River Delta Region” promulgated by
the Government of Guangdong province in mid 2009, the nine
cities of Pearl River Delta had one after another entered into a
cooperation framework agreement on regional integration. The
aim was to integrate resources and strengthen collaboration with a
view to further urban integration, a process which has given rise to
the formation of three economic circles, namely the Guangzhou-
Foshan-Zhaoging Economic Circle with Guangzhou as its core
city; the Shenzhen-Dongguan-Huizhou Economic Circle, which
encompasses the eastern Pearl River Delta region with Shenzhen
as its core city; and the Zhuhai-Zhongshan-Jiangmen Economic
Circle comprising the western Pearl River Delta region with Zhuhai
as its core city.

Key development goals of the three economic circles set out by
the Guangdong Government are listed in the exhibit below.

RE=AMENTERREIE (2011F2012F)
Key Development Goals of the Pearl River Delta Region in 2011 and 2012

B=@Ahm &3 AR BR#5 3 L S WEER ALY ENERAY
City Year SERE HEIELLE Urbanisation AT ZECIIA (ARHE) HEIA (AEKHS)
(AEHE) Service rate (%) Urban household Rural net income per
GDP per industry as disposable income capita (RMB)
capita (RMB)  a share of GDP (%) per capita (RMB)
3l 2011 113,129 56 100.0 34,100
REEREE Shenzhen 2012 121,048 58 100.0 36,800
Shenzhen- -
Dongguan- B 2011 72,000 47 87.2 37,476 15,238
Huizhou Economic Dongguan 2012 80,000 48 87.5 39,537 16,457
Circle =20 2011 44,182 37 62.2 25,200 8,682
Huizhou 2012 50,000 38 62.5 27,500 9,200
BN 2011 97,900 63 83.0 32,800 13,148
ERELERE Guangzhou | 2012 108,700 65 83.2 35,800 14,332
Guangzhou-
el eI 2011 92,000 38 93.5 28,900 12,480
Zhaoging Economic Foshan 2012 102,000 40 94.4 31,800 13,478
Circle 2 2011 25,500 44 48.5 17,733 7,235
Zhaoqing 2012 30,000 45 50.0 19,152 7,799
e 2011 81,000 48.7 85.7 26,900 9,818
KHIEER Zhuhai 2012 85,200 51 86.1 29,600 10,505
Zhuhai-
Zhongshan- =={]] 2011 74,000 41 87.5 25,810 14,034
Jiangmen Economic Zhongshan 2012 80,000 43 88.0 27,230 15,000
Circle pil! 2011 37,700 38 50.6 22,474 8,786
Jiangmen 2012 40,500 40 50.9 24,609 9,488

BHER - EREA LT

Source: Guangdong Government
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Kong and Guangdong

V. Major Cooperation Zones between Hong

Since the opening up of China in late 1970s, Guangdong has
been serving as a testing field for exploring a new direction for

the economic development of China and also as a role model

showcasing the benefits of the opening up policy. Three decades
on, Guangdong is once again endowed with an opportunity to
test-run the concepts of “Early and Pilot Implementation”. It is

noteworthy that the Qianhai area in Shenzhen and Nansha in
Guangzhou have been chosen as the major cooperation zones
between Guangdong and Hong Kong for seeking breakthroughs
in innovative domains.

BESER [EiE EXBRAM BREET TERBIH

Cooperation zones  Area Major industries Development goals Major development plans

between Hong Kong

and Guangdong

g3 s 15 FHAR EURERAREE  B8F | F20205F AR ABEENE (RBRARKRBEESE

Qianhal, 16 sq.km SR N ERBERE EMRBEEROMERREE S BERERRE)

Shenzhen Focusing on the BEAEM “Overall Development Plan of
development of modern To become a prominent producer Qianhai for the Cooperation
service industries such service centre in the Asia-Pacific between Shenzhen and Hong
as finance, logistics and region and a world-class trading Kong in Modern Service
information technology service base by 2020 Industry”

BEMED B03FFA | HIREVBNEEEE | WA BERZESENT (BN RREE SR

Nansha, B HAEN | ¥ RREXFEIRBEBE | 6 RZAMRREHENE | 2RaHE)

Guangzhou EEST0FS | ERATRERIZHONE | #f ERMERNSZRN5IE “Comprehensive Proposal for

NE MEZYIRE BXE e S mE the Overall Conceptual Plan
803 sg.km Promoting the development Four functions: a new platform of Nansha, Guangzhou”
with land area of intellectual industries such for comprehensive cooperation
of 570 sq.km as the internet of things, and between Guangdong, Hong

exploring the development Kong and Macao, a new world-

of a bulk commodity trading class logistics hub in the Pearl

centre and a major logistics River Delta region, a new engine

base in South China in the of scientific development in

vicinity of Nansha Bonded South China, a new base for the

Port Area implementation of the national

maritime strategy

BRI - FLRIE S IR

Source: Development Plans for Qianhai and Nansha
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VI. Major Policy Initiatives and Infrastructure
Constructions

Major Policy Initiatives

1. The 12th Five-Year Plan

“The Outline of the 12th Five-Year Plan for National Economic
and Social Development of the People’s Republic of China” (the
12t Five-Year Plan) was officially promulgated on 16 March 2011.
For the first time, an individual chapter entitled “Maintaining the
Long-term Prosperity and Stability of Hong Kong and Macao”
was dedicated to Hong Kong and Macao. The significant
functions and positioning of the Hong Kong Special Administrative
Region in the national development strategy were elaborated.
The dedicated chapter clearly set out the Central Authorities’
support for Hong Kong to deepen economic cooperation with the
Mainland and continue to implement CEPA. It also confirmed the
significant functions and positioning of Hong Kong’s cooperation
with Guangdong under the “Framework Agreement on Hong
Kong/Guangdong Cooperation”, including the establishment
of a financial cooperation zone and a world-class metropolitan
cluster with Hong Kong’s financial system taking the lead, and the
support for Guangdong to open up its service industries for Hong
Kong on a pilot basis and extending the pilot scheme to other
regions gradually.
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2. 12t Five-Year Plan of Guangdong

As the blueprint of the development of Guangdong in the next
five years, the “12th Five-Year Plan (2011-2015) of Guangdong”
set out the following goals including steady and fast economic
growth, optimised and upgraded industrial structure, improvement
of innovation capability, reduction of regional development
disparity, accelerated growth of urban and rural residents’
income, comprehensive development of social undertakings
and significant improvement of ecological environment. After
three decades of astonishing double-digit economic growth,
Guangdong proposed to lower its targets of annual GDP growth
and per capita GDP growth to 8% and 7% during the 12t Five-
Year Plan period (2011-2015); instead, the province placed
huge emphasis on the quality of growth in order to achieve “real
happiness (well-being)” for its people.

1z WELSERE A= BR#53E Wbk E WEHER AL ENERAS
Indicators (BT AR#E) SERE et E Urbanisation rate CET 0N FUIA
GDP (TEARH#E) Contribution of (TAKHE) (TEAEHE)
(RMB 100 million) GDP per capita service industry to Urban household Rural net income
(RMB) GDP disposable income per capita (RMB)
per capita (RMB)
2010 45,473 47,000 44.6% 64% 23,898 7,890
2015 66,300 66,000 48% 68% 35,100 11,600
iR . .
Annual growth 8aLLE TERLE - 8 8
8 or above 7 or above
rate (%)
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Source: 12! Five-Year Plan of Guangdong
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3. The Outline of the Plan for the Reform and
Development of the Pearl River Delta (2008-2020)

In early 2009, the State Council approved after examination “the
Outline of the Plan for the Reform and Development of the Pear
River Delta (2008 to 2020)” (“Outline”) compiled by the National
Development and Reform Commission. The “Outline” elevated
the Pearl River Delta development to the level of national strategy,
confirming Guangdong-Hong Kong-Macao cooperation as an
important part of the strategy for overall national development.

The “Outline” put forward a target for the GDP per capita of the
Pearl River Delta to reach RMB 80,000 and its services industries
to account for 53% of the regional GDP by 2012. And by 2020,
the GDP per capita of the Pearl River Delta was targeted to reach
RMB 135,000 and its services industries to account for 60% of
the regional GDP.

The “Outline” also mentioned the direction for the Pearl River
Delta to forge closer cooperation with Hong Kong and Macao.
Relevant measures included major infrastructure projects that
aimed to achieve connection among the rail transport and
information networks of the three places; support for Hong Kong
and Macao processing trade enterprises operating in the Pearl
River Delta to extend their industrial chain by transforming and
upgrading themselves into enterprises of modern services and
advanced manufacturing industries; support for labour-intensive
enterprises to achieve smooth transition in their restructuring
and for Hong Kong enterprises to access the Mainland domestic
market; more in-depth measures for CEPA implementation and
preparation for implementing the “early and pilot implementation”
arrangements for Hong Kong and Macao; and co-building a
quality living area, encouraging the Pearl River Delta, Hong Kong
and Macao to work together in the areas of education, healthcare,
social security, emergency management and intellectual property
protection with a view to providing convenience to people of Hong
Kong and Macao working and living in the Mainland.
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BRBREF
Development goals

£2012
By 2012

A4 R EES]80,000TT AR
GDP per capita to reach RMB 80,000

FRISZEIG IEE E53%
Service industries to account for 53% of the GDP

WK BH880%

Urbanisation level to exceed 80%

%2020
By 2020

EARITENHGEEMGTERET
A sound system of socialist market economy will be established

WREREERLESZ DR T —

The Pearl River Delta to become one of the world’s mega metropolitan regions

PR RBAKT 201 268 — 5

The income levels for the urban and rural residents to double compared with the levels of 2012

A& 4 EEEEE] 135,000t AR
GDP per capita to reach RMB 135,000

FRISZEIB IEIL Z60%
Service industries to account for 60% of the GDP

ALK BHE85%

Urbanisation level to exceed 85%

EHER - (B[ = BN E R REAEZE(2008-2020%)) Source: The Outline of the Plan for the Reform and Development of the Pearl River Delta
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4. Five Integration Plans

In 2010, the Guangdong Provincial Government initiated five
integration plans, namely the “Integration Plan for Public Services
of the Pearl River Delta”, the “Integration Plan for the Industrial
Layout of the Pearl River Delta”, the “Planning for Urban-Rural
Integration of the Pearl River Delta”, the “Integration Plan for
Environmental Protection of the Pearl River Delta” and the
“Integration Plan for Infrastructure Construction of the Pearl
River Delta”. The aim was to integrate resources, strengthen
cooperation and coordination, and enhance economic strength
with a vision to forming three economic circles, namely the
Guangzhou-Foshan-Zhaoqing Economic Circle with Guangzhou
as its core city; the Shenzhen-Dongguan-Huizhou Economic
Circle, which encompasses the eastern Pearl River Delta region
with Shenzhen as its core city; and the Zhuhai-Zhongshan-
Jiangmen Economic Circle comprising the western Pearl River
Delta region with Zhuhai as its core city, and materialise a “one-
hour inter-city circle” by “three circular and eight outbound routes”
which connect all the Pearl River Delta cities above county level
via inter-city rail network.

q,%x%,gl -
§ Shenzhen-Dongguan- &
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Economic Circle
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5. Tapping the Mainland’s Domestic Market

To facilitate processing factories to explore the domestic market,
Guangdong issued a “Decision Relating to Implementation
Strategies to Stimulate Domestic Consumption” in July 2010
with a plan to build more than 8 sales centres to help Guangdong
factories to sell products nationwide. It was also stated in the
“Opinions Relating to Expediting the Change of Economic
Development Mode” of Guangdong to step up efforts on
promoting domestic sales. Measures included the promotion
of “selling Guangdong products nationwide” and online sales
of Guangdong products, and building sales platforms such as
“Guangdong Business and Trading Centre” and “Guangdong
Merchandise Direct Sales Centre”.

Besides, the Mainland Government introduced a “Notice on
Implementing Pilot Works on Upgrade and Transformation of
Processing Trade” in November 2010, choosing Dongguan
and Suzhou as the pilot cities to restructure and upgrade their
industrial structure in the coming years.

6. “Regional Cooperation Plan on Building a Quality
Living Area”

Hong Kong, Guangdong and Macao jointly announced the
publication of the Regional Cooperation Plan on Building a
Quality Living Area in June 2012. This is the first regional plan
jointly compiled by Hong Kong, Guangdong and Macao. The
Plan covers long-term cooperation in five major areas, namely
environment and ecology, low-carbon development, culture
and social living, spatial planning, and green transportation
systems. The three governments will make full use of institutional
mechanisms already in place, including the Hong Kong/
Guangdong Cooperation Joint Conference and the Guangdong/
Macao Cooperation Joint Conference, to take forward the various
initiatives in the Plan. Specific cooperation proposals will also
be taken up and discussed by relevant expert groups, and there
will be coordinated implementation. Established mechanisms
and procedures for programme approval and consultation will be
observed.
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7. CEPA9

Supplement IX to the Mainland and Hong Kong Closer Economic
Partnership Arrangement (CEPA 9) was signed on 29 June 2012.
CEPA 9 provides for a total of 43 services liberalisation and trade
and investment facilitation measures, including 37 liberalisation
measures in 22 service sectors. [t also strengthens cooperation in
areas of finance and trade and investment facilitation, and further
promotes the mutual recognition of professional qualifications of
the two places. Deepening implementation of CEPA will further
promote the development of service and other industries in the
two places.

Infrastructure Constructions

1. Hong Kong-Zhuhai-Macao Bridge

In October 2009, the State Council approved the feasibility study
report of the Hong Kong-Zhuhai-Macao Bridge (HZMB) Project.
The Governments of Hong Kong, Guangdong and Macao have
commenced the construction of the HZMB Main Bridge in late
2009 for completion by 2016. When completed, western Pearl
River Delta will fall within a reachable three-hour commuting
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radius of Hong Kong, thereby enhancing the connection between
Hong Kong and western Pearl River Delta. The local works within
Hong Kong waters commenced in late 2011 and will dovetail with
the works of the Main Bridge to complete in 2016.

2. The Hong Kong Section of the Guangzhou-
Shenzhen-Hong Kong Express Rail Link

The Guangzhou-Shenzhen-Hong Kong Express Rail Link (XRL)
is an express rail link connecting Hong Kong, Shenzhen and
Guangzhou. The XRL will span about 140 kilometres with the
Hong Kong terminus at West Kowloon. With the XRL, the journey
time between Hong Kong and Guangzhou will be reduced from
about 100 minutes as at present to 48 minutes. The construction
of the Hong Kong section of the XRL was commenced in January
2010 for completion in 2015. Upon completion, XRL will provide
direct access to the Shibi terminus in Guangzhou via Futian,
Longhua and Humen, materialising a “one-hour living circle”
covering Hong Kong and major Pearl River Delta cities.
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3. Beijing-Guangzhou High-Speed Line

The Beijing-Guangzhou High-Speed Line was officially
commissioned in December 2012. It is a high-speed passenger
line connecting the northern, central and southern parts of China.
Measuring 2 298 kilometres in length, it spans over six major
cities and provinces, namely Beijing, Hebei, Henan, Hubei, Hunan
and Guangdong, covering a total population of more than 380
million. The journey time between Beijing and Guangzhou by this
high-speed line is eight hours only, cutting nearly 13 hours from
the former rail ride. Soon Beijing will be just less than nine hours
away from Hong Kong by train when the Guangzhou-Shenzhen-
Hong Kong Express Rail Link also comes into operation in 2015.
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4. Three Circular and Eight Outbound Routes

In December 2009, the National Development and Reform
Commission approved the Inter-city Rail Transport Plan for Urban
Integration of Pearl River Delta. According to Guangdong’s
transport planning, an inter-city rail transport network featuring
“three circular and eight outbound routes” will be built by 2020.
The network will connect all Pearl River Delta cities above county
level and thus materialise a “one-hour inter-city circle”.

Circular Route One is the Guangzhou-Foshan route, which will
enlarge the accessible area from major passenger nodes like the
Guangzhou Baiyun International Airport and New Guangzhou
Station and connect closely with the rail network radiating from
Guangzhou. Circular Route Two combines three inter-city rail
lines (Guangzhou-Dongguan-Shenzhen line, Zhongshan-Nansha-
Humen line and Guangzhou-Foshan-Zhuhai line) into a mid-level
circular route that travels along the Pearl River Estuary. Circular
Route Three is the major circular route that encircles the Pearl
River Estuary by combining the Guangzhou-Dongguan-Shenzhen
line, the Shenzhen-Zhuhai line and the Guangzhou-Foshan-
Zhuhai line. The eight outbound routes include the Guangzhou-
Foshan-Zhaoqging, Guangzhou-Qingyuan, Guangzhou-Huizhou,
Dongguan-Huizhou, Shenzhen-Huizhou, Zhuhai-Doushan,
Jiangmen-Enping and Zhaoging-Gaoming routes.
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Cross-boundary Passenger and Cargo Flow Sub-group
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As a result of the closer ties between the two places in economic
and other activities, cross-boundary passenger, vehicle and cargo
flow between Guangdong and Hong Kong has been increasing
steadily. Liantang/Heung Yuen Wai Boundary Control Point
is one of the seven major infrastructure projects stated in the
National 12th Five-Year Plan for deepening cooperation between
Guangdong, Hong Kong and Macao. It will also be the seventh
boundary crossing point between Hong Kong and Shenzhen,
connecting Hong Kong to the Eastern Corridor of Shenzhen. The
new boundary crossing point will shorten the travelling distance
between Hong Kong and eastern Guangdong and enhance the
total handling capacity of boundary control points, supporting
the further strengthening of regional cooperation between Hong
Kong and the Mainland. The Sub-group engaged relevant
government departments in discussion and exchange of views on
the subject, including the planning and progress of construction of
the boundary control point, design handling capacity, supporting
transport infrastructure and impact on the environment, etc. The
Sub-group suggested that the Hong Kong Government reserve
land for further development to meet future growth in passenger
and traffic volume, and development in the adjacent area.

The Sub-group was also concerned about the smooth and
efficient flow of Mainland frequent visitors. In June 2012, the Sub-
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group invited the relevant government departments to give an
update on the usage and future development of the e-Channel,
and progress of the plan to allow Mainland visitors holding
electronic Exit-Entry Permits to complete immigration clearance
through e-Channel. The Sub-group suggested the Hong Kong
Government join hands with airline companies to promote the
service to visitors, thereby shortening the queuing time for
passenger clearance at the ports, including the Hong Kong
International Airport.

In December 2012, the Sub-group visited Shenzhen Bay Port to
better understand the operation of the boundary control point.
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The relevant authorities of Hong Kong and Shenzhen respectively
briefed the group of the operation of the boundary control point,
including boundary crossing facilities for passenger and vehicular
traffic between the two places, and showed the group around the
passenger terminal building. Members observed that the peak
passenger and vehicle flow had already exceeded the design
handling capacity, resulting in long queuing time for clearance
particularly during long holidays. The Sub-group suggested
the Hong Kong Government work out improvement measures,
including the possibility of setting up a pick-up area at the Hong
Kong Port, thereby providing passengers with an option to get off
the vehicle at the boundary and proceed to the Joint Inspection
Building for clearance during the peak hours, hence shortening
the processing time for vehicles. The Sub-group also visited
the cargo clearance area to have a better understanding of the
operation of the Road Cargo System (ROCARS) at the Hong Kong
Port, and the electronic system for receiving road cargo manifests
at the Shenzhen Port and how the two systems had contributed
considerably to the smooth and efficient cargo flow between the
two places.
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The Sub-group had been maintaining a close watch on the
development of the Pearl River Delta region, and promoting
cooperation between Guangdong and Hong Kong. In 2012, the
Central Government rolled out a series of policies supporting the
development of Qianhai and Nansha. In addition to organising
a study tour to Nansha and Qianhai in January 2012, the Sub-
group joined hands with the Hong Kong General Chamber of
Commerce in hosting a seminar entitled “Hong Kong - Qianhai:
Innovation and Cooperation” in October 2012. The forum
provided a platform for the guest speakers from the Hong Kong
Government, finance, accounting, legal and academic sectors to
share information and exchange views with representatives from
the trade on the latest development of Qianhai, related supporting
policies and measures, and how Hong Kong and Shenzhen could
complement each other to achieve mutual benefit in the push
for deepening economic relationship and broadening business
opportunities.

Global economic uncertainties had brought about challenges
to those Hong Kong enterprises with Europe, US and Japan as
their main export markets. The Sub-group welcomed the setting
up of the $1 billion Dedicated Fund on Branding, Upgrading and
Domestic Sales (BUD Fund) by the Hong Kong Government in
mid 2012 to help Hong Kong enterprises capture the opportunities
arising from the National 12th Five-Year Plan and to facilitate their
business development in the Mainland market. The Sub-group
met with the representative from the Commerce and Economic
Development Bureau to have a better understanding of the
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BUD Fund, including the objectives, eligibility for application,
scope of funding, vetting process and future direction of
development. Members also took the opportunity to reflect to the
government the suggestions and concerns of the trade about the
implementation of the BUD Fund.

The Sub-group was also concerned about helping privately
owned enterprises in Guangdong appreciate Hong Kong’s
business environment and promoting Hong Kong as the “going-
out” platform. Members had a sharing on the related promotional
activities organised by the business associations to which they
belonged. The Sub-group agreed to continue with the work and
efforts in helping Guangdong enterprises learn about Hong Kong’s
business environment and attract them to use Hong Kong as the
base for developing international business.
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Sustainable Development Sub-group
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Main Tasks

The Sub-group focused on three main tasks in 2012: Vessel
Emission Control, Air Quality Improvement and Further
Cooperation with the Environment Authorities of Guangdong. The
Sub-group had exchange of views on major issues of concern
with various stakeholders, with a view to joining hands in the
pursuit of sustainable development in the Pearl River Delta region.

Major Issues of Concern

1. Vessel Emission Control

The Sub-group had looked into the feasibility of requiring ocean-
going vessels to switch to cleaner fuels while berthing at Hong
Kong. The Environmental Protection Department pointed out that
if ocean-going vessels switched to low-sulphur fuel at berth, the
percentage of the sulphur dioxide emission attributed to ocean-
going vessels at berth in Hong Kong waters could be reduced
from about 40 % to 30%. In fact, some ocean-going vessels
had already switched to cleaner fuels while berthing at European
ports as required by law. The Sub-group therefore suggested the
Hong Kong Government step up efforts towards controlling vessel
emission.
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The Sub-group noticed that the industry was generally supportive
of the government’s decision to adopt the emission reduction
timetable drawn up by the International Maritime Organisation, to
work towards introducing mandatory requirement for fuel switch at
berth, and to strengthen cooperation with the Mainland authorities
to improve air quality in the Pearl River Delta region. The Sub-
group suggested the government further assess the impacts of
fuel switch at berth policy on the relative competitiveness of ports
in the Pearl River Delta region.

The Sub-group also welcomed the launching of the incentive
scheme by the government in September 2012, under which
ocean-going vessels using cleaner fuel while berthing in Hong
Kong waters would enjoy a 50 % reduction in port facility and light
dues.

The Sub-group noted that if local vessels including ferries were
to switch to cleaner fuel, the technical feasibility of upgrading the
quality of local fuels, and impact on their operating costs would
be issues of concern to the trade. The Sub-group supported the
government to continue with on-going studies in this area and to
actively liaise with the industry to address their concerns.
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2. Air Quality Improvement

The Sub-group had been paying close attention to the air quality in
Hong Kong and the Pearl River Delta region. The Sub-group had
exchanged views with the Environmental Protection Department
on the use of LPG vehicles, diesel vehicles and electric vehicles in
Hong Kong. The limited availability of space for the provision of
LPG filling stations was an obstacle to promoting the use of LPG
vehicles. On the other hand, the new generation of diesel vehicles
would require regular replacement of emission control parts to
ensure emission standards are met. Although electrical vehicles
could effectively reduce roadside air pollution, their use was not
popular due to the long battery charging time and car owners’
concern about limited battery life.

The Sub-group noted that between 2006 and 2011, the
concentrations of sulphur dioxide, nitrogen dioxide and respirable
suspended particulates in the Pearl River Delta region had
decreased by about 50%, 13% and 14% respectively, whereas
the concentration of ozone (which was produced by factories
and other sources) had increased by 21%. Although on-line
monitoring had been put in place in the Mainland, emissions
from some power plants remained serious and non-compliance
was still hard to curb. The Sub-group further noted that some
operators had continued to emit flue gas in breach of the rules
in order to lower operating costs; and air pollution was also
aggravated by the use of in-house generators powered by fuels of
poor quality in some factories due to the shortage of power supply
and quality fuels.
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3. Further cooperation with the Environment
Authorities of Guangdong

In view of the efforts made by the Guangdong authorities in
improving the environment in the Pearl River Delta region, the
Sub-group sent a delegation to meet with the representatives
of Guangdong Environmental Protection Department in January
2013. The visit provided a platform for exchange of views
on environmental issues of mutual concern, and sharing of
experience and ideas on cleaner production technologies. The
delegation also visited the Guangdong Environmental Monitoring
Centre and Liede Waste Water Treatment Plant. The visit
enhanced mutual understanding of the environmental work of the
region, and also paved the way for future cooperation between the
two places.
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Services Industry Development and Human Resources Sub-group
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The objective of the Sub-group was to assist Hong Kong’s
service industries and professional services industries to tap the
Guangdong market. Development of Qianhai and the joint efforts
of the Governments of Guangdong and Hong Kong to promote
early achievement of liberalisation of trade in services between the
two places were the key issues of concern in the past year.

In view of the positioning of Qianhai as a Hong Kong/Shenzhen
modern services industry innovation and cooperation exemplary
zone to encourage the development of financial services, modern
logistics, information service, technological and information
services and other professional services, a package of pilot
implementation measures were rolled out by the Central
Government. The Sub-group had in-depth discussions and
exchange of views on how the trade could make use of the
preferential policies to establish their business in Qianhai, with a
view to tapping the domestic market of the Mainland. The Sub-
group joined hands with the Joint Investment and Trade Promotion
Sub-group and the Hong Kong General Chamber of Commerce
in organising a seminar on “Hong Kong - Qianhai: Innovation and
Cooperation” in October 2012, during which speakers from the
Hong Kong Government, finance, accounting, legal and academic
sectors shared views with the participants on the business
opportunities arising from the development of Qianhai. The Sub-
group also noticed that supportive policies and administrative
measures, including those on the cross-border Renminbi loans,
had been rolled out. The Sub-group also kept a close watch
on the development and reflected the views of the trade to the
relevant parties through different channels.
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As more people from Hong Kong work or live in the Pearl
River Delta region, the demand for quality service surged. The
liberalisation measures introduced under CEPA on the medical
sector created an enabling environment for Hong Kong service
providers to set up medical institutions in the region. In order
to provide the medical community with information on the latest
development, the Business Council joined hands with the Bauhinia
Foundation Research Centre in organising a forum on “Healthcare
Services in the PRD” in February 2013, during which the findings
of a study commissioned by the Research Centre on the primary

care services in the PRD region were released. The study report
gave a general picture of the healthcare services in six PRD cities
and some points to note for Hong Kong people seeking medical
services there. The report also highlighted the experience of those
Hong Kong medical institutions providing service in the region,
and pointed out that the middle to higher income group would be
a potential market for foreign-invested medical institutions. The
forum provided a platform for the exchange of views amongst
the representatives of the medical profession, and to explore how
Hong Kong service providers could develop their business in the
region by leveraging on their experience. The participants also
made use of the occasion to reflect their views to the officials of
the Mainland, aiming to deepen cooperation in the medical sector
between Guangdong and Hong Kong.

The report can be downloaded from this website:
http://www.bauhinia.org/
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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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External Liaison
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In the past year, the Business Council and its Sub-groups
had frequent exchanges with the Hong Kong and Guangdong
Governments, the Guangdong’s Association for Promotion of
Cooperation between Guangdong, Hong Kong and Macao, and
relevant organisations on issues related to Hong Kong/Guangdong
cooperation. It also worked closely with major chambers of
commerce, professional bodies as well as organisations involved
in fostering Hong Kong/Guangdong cooperation. The Business
Council would like to thank these organisations for their support.

Liaison with Hong Kong and Guangdong
Governments

As an organisation set up under the framework of the Hong
Kong/Guangdong Cooperation Joint Conference, the Business
Council was a steadfast supporter of activities promoting
bilateral cooperation organised by the Hong Kong and
Guangdong Governments. It also had meetings with their
relevant departments to facilitate the timely exchange of views
on policy implementation and to maintain close contact and
communication.

In April 2012, the Business Council had exchange of views
with representatives of the Hong Kong Government on the
latest development of Hong Kong/Guangdong economic and
trade cooperation, and explored possible areas for fostering
communication and cooperation between the two places.

CEPA has been an important institutional platform for deepening
the cooperation of service industries between the Guangdong
and Hong Kong since its signing in 2003. The Business Council
had paid close attention to the implementation of CEPA, and
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timely reflected the views of the trade to the governments. In
May 2012, the Ministry of Commerce and the Governments of
Guangdong and Hong Kong hosted a seminar for the trade on the
latest implementation of CEPA, including the liberalisation of trade
in services, and trade and investment facilitation for Hong Kong
and pilot measures to be introduced in Guangdong. The seminar
was attended by Members of the Business Council in support,
and provided an opportunity for the Business Council to relay the
views of the trade on the enhancement of economic cooperation
between Hong Kong and the Mainland to the governments.

;

In June 2012, the Ministry of Commerce and the Hong Kong
Government signed Supplement IX to CEPA (CEPA 9) with
further liberalisation measures rolled out to open up the services
industries and facilitation of investment for Hong Kong. The
Business Council welcomed the move and invited a representative
of the Hong Kong Government to give a presentation on the
contents of CEPA 9 in July 2012, and put up suggestions for
encouraging the trade to capture the opportunities to explore the
Mainland market, and enhancing communication amongst the
sectors.

Promoting the development of modern services industries is
of strategic importance to the economic development of the
country. In July 2012, the Business Council invited a Mainland
expert to give a presentation on the “12t Five-Year Plan for the
Development of Services Industry of Guangdong”, and share
views with Members on the direction and areas in which Hong
Kong service sector could deepen economic cooperation with
Guangdong.

In September 2012, the Council reported in writing the work
progress of the Business Council and its future work plan at the
15th Plenary of the Hong Kong/Guangdong Cooperation Joint
Conference.
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In November 2012, Council Chairman Dr Victor Fung attended
the “Symposium on Internationalization of Shenzhen” as a guest
speaker to share his views on the possible areas for deepening
cooperation between Shenzhen and Hong Kong, with a view to
enhancing the regional competitiveness of the two places.

The Business Council attended a tea gathering at the Government
House in December 2012 and exchanged views with the Chief
Executive on issues surrounding Hong Kong/Guangdong
cooperation and the economic development of the Greater Pearl
River Delta region, and expressed the views of the trade on the
latest developments of Qianhai and Nansha.
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Liaison with CCPIT Sub-Council and
Guangdong’s Association for Promotion of
Cooperation between Guangdong, Hong
Kong and Macao

The Business Council and the CCPIT Sub-Council and the
Guangdong’s Association for Promotion of Cooperation
between Guangdong, Hong Kong and Macao, its Guangdong
counterparts under the framework of the Joint Conference, stayed
in close contact and worked together to take forward practical
cooperation.
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Pearl River Delta region. The delegation also had a tour of some
related facilities in the city.
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External Liaison of the Sub-groups

The Sub-groups of the Business Council met with relevant
departments of the Hong Kong and Guangdong Governments,
business stakeholders and experts from time to time to exchange
views on cooperation proposals in a number of areas, including
investment promotion, facilitating people and cargo flows,
sustainable development, as well as the development of services
industries and human resources.

In the past year, the Cross-boundary Passenger and Cargo Flow
Sub-group met with representatives from the Security Bureau and
Development Bureau to look into the latest development of Hong
Kong and the Mainland in terms of passenger flow, vehicle flow
and cross-boundary infrastructure. In December 2012, the Sub-
group visited the Shenzhen Bay Port and had a tour of the co-
located boundary crossing facilities, and exchanged views with
the relevant departments of the Governments of Hong Kong and
Shenzhen on possible areas for further collaboration between the
two places in enhancing smooth and efficient cross-boundary
passenger, vehicle and cargo flow.
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The Sustainable Development Sub-group engaged the trade
in discussion on the implementation and effectiveness of the
Fair Wind Charter, an initiative taken by the trade in 2011 for
the ocean-going vessels to switch to cleaner fuel while berthing
at Hong Kong. The Sub-group also exchanged views with the
Environmental Protection Department on the possible areas for
forging cooperation with the Guangdong Government in improving
air quality of the Pearl River Delta region, promoting the use of
cleaner fuel by ocean-going vessels while at berth in Hong Kong,
and the promotion of the use of electric vehicles.

While in support of the setting up of the Dedicated Fund on
Branding, Upgrading and Domestic Sales (BUD Fund) by the
Hong Kong Government to assist Hong Kong enterprises to
explore and develop the Mainland market, the Joint Investment
and Promotion Sub-group also conveyed the views of the trade
on the implementation of the BUD Fund to the Commerce and
Economic Development Bureau. The Sub-group also joined
hands with the Services Industry Development and Human
Resources Sub-group and the Hong Kong General Chamber of
Commerce in hosting a seminar entitled “Hong Kong - Qianhai:
Innovation and Cooperation” in October 2012 for the business
sectors to identify business and investment opportunities and
share views with the guest speakers.
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Study on Major Issues

In view of the stagnant traditional export markets and the boosting
consumer market of the Mainland, it would be beneficial to the
economic cooperation and sustainable development of both
Guangdong and Hong Kong if Hong Kong enterprises could
leverage their strengths and experience to open up the domestic
market of the Pearl River Delta region.

In light of these developments, the Business Council set up a
task group in July 2012 to carry out a study on “Tapping the
Domestic Market of the Pearl River Delta Region by Leveraging
the Strengths of Hong Kong”. During the study, the task group
had exchange of views with the Hong Kong Trade Development
Council, major chambers of commerce, Mainland experts and the
Hong Kong Government Central Policy Unit on the latest state
of the global and Mainland economy, arising opportunities and
challenges, and the objective, scope and methodology of the
study. With information and views collected from government
policy bureau, business association, industry support organisation
and Hong Kong enterprises, the task group examined the issue in
depth and put up practical recommendations for the reference of
the trade and the Governments of Hong Kong and Guangdong.

The subject report was released in March 2013. The details are at
pages 52 - 57.
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Development of Qianhai and Nansha

Qianhai is one of the major Hong Kong/Guangdong cooperation
initiatives laid down in the 12th Five-Year Plan. In June 2012,
the Central Government rolled out a series of policies to support
the development of finance, modern logistics, information and
technology, education, medical services and other professional
services sectors in Qianhai.

In view of the development potential of Qianhai and the active
role that Hong Kong might play in deepening cooperation with
the Mainland, the Business Council invited the Director General
of the Authority of Qianhai Shenzhen-Hong Kong Modern
Service Industry Cooperation Zone of Shenzhen to a meeting in
September 2012 to talk about the latest development of Qianhai
and to share views with the trade on the arising business and
investment opportunities.

In October 2012, the Joint Investment and Trade Promotion
Sub-group and the Services Industry Development and Human
Resources Sub-group joined hands with the Hong Kong General
Chamber of Commerce in hosting a seminar entitled “Hong Kong
- Qianhai: Innovation and Cooperation” for representatives from
the business sector to exchange views with guest speakers from
different professions on the related policies and possible areas
for promoting economic cooperation and integration with the new
district.
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Exchange rate

The Renminbi (RMB) / US dollar exchange rates used in this report are
RMB676.95 per 100 US dollar based on the exchange rate in 2010, according
to the Guangdong Statistical Yearbook 2011.

LoE
ATEREAXRAHABITHER  BE8EE HEE2RRBREKH
TR - IR -

Acknowledgement

Photos in content pages by courtesy of Information Services Department,
Hong Kong General Chamber of Commerce, Hong Kong Trade Development
Council and Bauhinia Foundation Research Centre.

ABG=ABBEEE
WEE
EHREREHE2E
B HERR (R E) 135748

Secretariat

Greater Pearl River Delta Business Council
13/F, East Wing, Central Government Offices,

2 Tim Mei Avenue, Tamar, Hong Kong

&35 Tel: 2810 3863

K Fax: 2537 2735

E & Email: cmabeng@cmab.gov.hk

#311E Website: http://www.cmab.gov.hk/tc/issues/council.htm









