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Ladies and Gentlemen,

I am very pleased to be here to give a brief talk on behalf of the Hong Kong General Chamber of Commerce.  The Chamber being the premier business association of Hong Kong with the longest history, and representing the broadest spectrum of membership across different sectors, I believe it is a very important occasion to present our thoughts on sustainability from the business perspective.

We are all aware of the official UN definition for sustainable development but I fear that it is becoming a term which means anything to anybody.  Over the years the business sector has been trying to determine a clearer focus on what sustainability means, and I am happy to say that we are now much more confident than before in understanding and interpreting the practical implications of sustainable development.  You may be interested to know that we were the only business association in Hong Kong which actually participated in the 2002 World Summit on Sustainable Development in Johannesburg.

Regional Prosperity and HK/PRD Integration

Participants of the World Summit have agreed on the three pillars of sustainability – economic growth, ecological balance, and social progress.  These have been simplified into a “Three P” slogan -“Prosperity”, “Planet” and “People.” With globalisation, economic growth is becoming boundary-less, so is the environmental impact.  In this regard, I find the Forum’s main title – “Sustainable Development for Cities”, especially the use of the plural for “cities” – quite meaningful.  Other than the usual meaning, I would read one more message into it, namely, that sustainability is not just a matter for cities as individual urban areas on their own, but a matter that requires different cities and municipalities to work together towards.

At this Forum, I hope to be able to share with you the Hong Kong business sector’s perspective on how we enhance economic sustainability through integrating with our neighbouring cities.  I am referring in particular to the Pearl River Delta (PRD) region, with which Hong Kong’s socio-economic environment is closely intertwined.

Twenty years ago, when Hong Kong manufacturers started migrating across the border, Hong Kong and the PRD have established a so-called “front-shop back-factory” relationship.  Today, we have about 240 thousand Hong Kong residents working in the Mainland, mostly in Guangdong where our direct investment amounts to more than 70% of the province’s total.  Hong Kong firms employ over 11 million workers in the PRD.  We handle 70-80% of the delta’s external trade, and our Chek Lap Kok International Airport records about 20% of its annual 34 million travellers as transit passengers to other four airports in the region.  The HKSAR Government estimates that Hong Kong and the PRD together have a combined GDP of about US$250 billion.  If our economies continue to grow at the same rate as in the past, in 10 years' time the combined GDP will be close to US$500 billion, similar to that of Netherlands.

Closer Partnership with CEPA
I use these figures just to illustrate that Hong Kong and the PRD are closely linked.  I believe that many of you have heard a lot about the economic benefits we can gain from the PRD integration.  But, I would also like to tell our foreign friends that, the challenges we encounter are far more than one can imagine.  Because of “One County - Two Systems”, despite being “brothers” from the same motherhood, on paper we seem not, so we still need to present our identity cards when we go across the border to visit our brothers.  Lately, however, we have somewhat reinstated our identity, through regaining a kind of “birth certificate” in the name of “CEPA” – The “Mainland/Hong Kong Closer Economic Partnership Arrangement”.
Before CEPA, our businesses were identified as “foreign investors” under “Two Systems”, and were subject to many restrictions in market access.   To pursue greater integration, we, the Hong Kong General Chamber of Commerce, conceived of an idea of free trade agreement between Hong Kong and the Mainland, an idea which was later pursued vigorously by the Central Government and the HKSAR Government.  Throughout the negotiations between the two governments on the free trade agreement concept, the Chamber has contributed actively, and persistently, every step of the way, and the result is the CEPA which we now see.

CEPA provides Hong Kong with comparative advantages in three areas, namely trade in goods, trade in services, and trade and investment facilitation.  Goods of Hong Kong origin will enjoy zero tariff, while 18 service sectors will be able to do business in China with more favourable treatment.   The rules and procedures in the Mainland on trade and investment will also be simplified.

I must add that the CEPA agreement is fully compliant with WTO principles on regional trade agreements.  It benefits not just Hong Kong, but also foreigners and foreign companies, who can also qualify for CEPA benefits.  As I said, CEPA is by nature, an agreement to integrate.

CEPA applies to the whole country, but it is particularly meaningful for Hong Kong in terms of closer economic integration with the PRD.

Enhancing PRD Competitiveness
If you think CEPA is something between “we” in Hong Kong and “them” in the Mainland, you may be only getting part of the story.  CEPA brings Hong Kong and the PRD closer – not “we and them”, but “us” – so that together, this so-called “Greater PRD” can rise to the vast opportunities and challenges from the increasingly competitive global business environment.

A number of think-tanks have been active in examining Hong Kong's long-term role in the PRD, such as the Central Policy Unit's Panel on the PRD, with which I am involved; and the Chamber's service policy think-tank the Hong Kong Coalition of Service Industries (HKCSI).  In 2002 the HKCSI published a "blueprint" on HK/PRD integration.  The most important message to share with you from the HKCSI study is the overall vision that - Hong Kong and the PRD should develop together as the services megalopolis of China and the world.

As a service-oriented economy, Hong Kong’s future, like other international metropolises, lies in its ability to provide quality services to the manufacturing sector – what academic economists call “producer services” – in the region as well as the whole country.  In fact, sustainable and competitive development of manufacturing industry is impossible without the support of accompanying advanced services.  There is growing awareness that if the PRD were to go beyond being “the world’s factory”, it cannot develop manufacturing industry just by itself, but would need the most advanced market intelligence and supporting services – precisely what Hong Kong stands for.  The PRD’s response to globalisation would be to shift emphasis from tangible assets, such as infrastructure and factories, to intangible ones, including logistics, consultancy, legal, banking, information, supply chain management, international relations, etc.  In all of these there is Hong Kong as a ready partner.

Thus better integration between the economies of Hong Kong and the PRD will enhance the competitiveness, and hence the economic sustainability, of both.  But we should not under-estimate the obstacles to integration.  Given the cross-jurisdictional relationship between the two, many of these obstacles are structural and institutional in nature.

In fact, the institutional structure between Hong Kong and PRD municipalities is very complicated.   The PRD itself is not a consolidated entity – the nine municipalities are constantly competing with each other. Unlike the hinterlands of other leading cities like New York, London and even Shanghai, PRD cities are unlikely to voluntarily be satellite cities of Hong Kong. Some of them may even be looking forward to surpassing Hong Kong.
On the other hand, this competition may not be bad; it may well turn out to be the source of our collective competitiveness.  In the Chamber’s report, there is no suggestion for Hong Kong or any PRD municipality to be the “dragon head”.  Rather, it is thought that all cities should be encouraged to establish their own positions and enhance their capabilities in their own ways, although there needs to be a common awareness to raise the economic status of the entire region.  For Hong Kong, this means there is a need for a proper engagement strategy to deal with the PRD and to establish an effective mechanism to achieve common objectives.  We are glad to see that the Hong Kong/Guangdong Cooperation Joint Conference, chaired by Guangdong Governor and HKSAR Chief Executive, have already reached broad consensus on some important issues such as the Hong Kong/Macau/Zhuhai Bridge, a possible high-speed rail for the busy Guangzhou-Hong Kong corridor, and better coordination among airports. 

Environmental and social sustainability

From a business person’s point of view, economic sustainability which also means balanced affordability will provide the basis for social and environmental progress.  I look forward to hearing more experts share their views on “people” and “planet”, hence my comments will be brief.

The first point I would emphasise is that there is already a clear consensus that economy and environment are inter-related.  Prosperity requires hardware and infrastructure, but the best talents will not come and stay if the living environment of the region does not live up to the quality required for a world-class metropolis.

The Chamber’s approach to this matter is to take a principled and at the same time pragmatic stand: that environment is a competitiveness issue.  With the help of our active Environment Committee, we formulated an Environmental Statement, encouraging our members to incorporate a balance between environmental and business issues into their daily activities.
No doubt economic integration with the PRD will raise the environmental challenge to new heights.  “Pollution knows no border,” whether in water supply, air quality or waste management.  The management of cross-border environmental problems requires the collaboration of both Hong Kong and Guangdong authorities.  But the Hong Kong and PRD private sectors must also play an active part, perhaps a leadership role.

I have some experience in environmental technology, and it is always my belief that a lot of environmental problems are in fact efficiency problems, for example, inefficient technology-induced air pollution, inefficient power and materials usage causing wastes, etc.  Often the issue is not one of polluting and cleaning up, but of developing more knowledge-based and intelligent solutions to the complex industrial problems of today.

Here I see a big role for Hong Kong as an experimenter, consultant and financier for environmental problems in the PRD.  Maybe it is in providing solution, or transferring technology in waste-to-energy, or setting up financial contracts for environmental technology investments – we can be an “integrator” in the “environmental value-chain”.

But my key point remains that the more economic integration there is between Hong Kong and the PRD, the greater will be our capability in resolving environmental problems and hence upholding environmental sustainability.  The same should go for social issues, and allow me to cite just one example from our experience.  Not long ago the Chamber launched a “Pearl for Youth” programme to encourage Hong Kong’s young people to consider the Pearl River Delta as an alternative in developing their careers.  The pre-condition is of course that there are jobs – indeed many jobs – available to them as Hong Kong and the PRD develops together.  But the result we see is that it not only opens up another avenue for jobs, but actually shrinks the social distance between our young people and the PRD remarkably.  What further “social integration” can you look for when once-prejudiced youth now will consider living and working there, happily?

Conclusion

In conclusion, what we look for in the Greater PRD, as Hong Kong integrates more with the Mainland, is another three additional P words - Partnership, Perseverance, and Proactive.  I firmly believe that the combination of these new P's with the three P's of sustainable development - people, planet and prosperity - will mean Progress, for the Greater Pearl River Delta, for China and for the world.  Thank you.
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