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11-12 February 2009

The Chamber's China Committee study mission to Beijing last month explored the direction of new macro-economic policies and industry development plans underway in the Mainland. During the two-day mission, the 26-member delegation, led by HKGCC's General Committee member David Lie, China Committee Chairman Alan Wong, and CEO Alex Fong, called on a number of ministries.

CEPA and the 12th Five-Year Plan 
Hong Kong enjoys a huge advantage by being on the doorstep of the world's largest developing economy. Businesses also have preferential market access under CEPA. During the Chamber's meeting with the Ministry of Commerce, ministers said that CEPA has proven to be a significant tool in facilitating economic cooperation between Hong Kong and the Mainland. 

The two governments will sign Supplement VI to CEPA this year. Additional liberalization measures are expected to help ease difficulties that companies are experiencing during the economic crisis. Many of these are expected to further open up the service industries, as services are a key point raised on the annual "wish lists" that the Chamber submits to the Hong Kong and Mainland authorities. 

Ministers said that China's 4 trillion yuan stimulus package was starting to produce the desired results, and they are confident that China will be among the first countries to emerge from the current financial crisis. 

During a meeting with the National Development and Reform Commission, members learned that the government was developing a mechanism to coordinate work relating to China's 12th Five-Year Plan. Hong Kong's role and positioning in the PRD will be factored into the upcoming plan, which will aim to develop a mutually beneficial blueprint for the region. 

Since CEPA's implementation, China has been continually expanding the agreement to pave the way for more Hong Kong companies to invest in the Mainland. More recently, measures have shifted away from manufacturing, to the service industries. For the medium- to long-term, ministers said CEPA and the 12th Five-Year Plan will bring Hong Kong and the Mainland economies closer together. 

Restructuring and upgrading
Finance ministers have repeatedly emphasized the need to implement aggressive financial stimulus packages and flexible monetary policies, such as a consumption-based value added tax and increasing export tax rebates, to help enterprises. Such efforts will also encourage investments in high technologies and value-added goods in line with the government's economic restructuring goal. 

Officials at the Ministry of Finance also outlined the progress made on VAT reform and China's financial system. David Lie, honorary mission leader said the Central Government expressed great concern about the impact of the economic crisis on small- and medium-sized enterprises in Hong Kong. He believes that Hong Kong firms will in future play an even greater role in the country's economic development, particularly in expanding the domestic market and service industries. 

Recent economic data show a significant fall in exports has also dragged down industrial growth. To maintain economic activity and stave off rising unemployment, the Central Government is formulating plans to restructure and stimulate 10 key industries. At the Ministry of Industry and Information Technology, members heard how investments in research and development, and new technologies will be important growth areas that will help to wean the country away from its over-reliance on exports. 

Delegates also raised questions on the prospects of the car industry and the sustainability of related industries. Officials said the answer to that will depend on the industry's ability to innovate and develop clean, fuel-efficient products over the long term. However, they pointed out that the government's concern for environmental protection is not limited to the car industry. 

The government has been rolling out new laws relating to environmental protection. These also relate to foreign investments in the form of encouraging and supporting quality projects, particularly in the areas of energy efficiency, environmental protection and producer services industries. Ministers urged Hong Kong businesses to capitalize on business opportunities that are expected to arise from these policy changes. 

Conclusion
Commenting on the trip, mission leader Alan Wong said that given the current economic environment, business confidence will be crucial in helping the economy get back on its feet. 

"Delegates saw China officials' concern and enthusiasm for Hong Kong enterprises, which further strengthens businesses confidence and determination to invest in the Mainland," he said. 

Chamber CEO Alex Fong added that Hong Kong enterprises need to grasp opportunities arising from the expansion of China's domestic market. 

"Businesses need to capitalize on their experience and advantages in high-end service industries, and cope with the current crisis by cooperating with Mainland enterprises," he said. "During these challenging times, CEPA and the 12th Five-Year Plan will play important roles in maintaining our economic health. We hope members will express their opinions and give us their suggestions so that the Chamber can reflect these to relevant departments." 
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