Summary of the views expressed in
the First Meeting of
the Committee on Economic Development and
Economic Cooperation with the Mainland
of the Commission on Strategic Development
held on 5 December 2005

There was a strong consensus that although Hong Kong was
having an unprecedented economic recovery in the last two years, there
were also unprecedented challenges ahead. In pursuing economic
development, Hong Kong should on one hand strengthen its cooperation
with the Mainland, particularly the Pearl River Delta (PRD) Region and the
Greater PRD Region and the Pan-PRD Region (“9+2”"), and on the other
hand continue to engage the international cormmmunity, which was essential
to maintaining Hong Kong's international outlook and its role as the
platform for foreign enterprises to enter the Mainland market, and for
Mainland enterprises to go global. It was necessary for Hong Kong to
correctly position itself.

2. While the economy was recovering healthily, not all sectors had
benefited and many small and medium-sized enterprises (SMEs) were still
struggling. We should find out which sectors were still lagging behind
and do something about it. We should also ascertain whether the present
job categories could meet our future needs. It would be usetul it the
Government could do some analysis and report findings to the Committee.
Job creation should be one of the priority strategic issues the Committee
should discuss.

3. There was doubt as to whether the Government’s non-intervention
approach could still serve Hong Kong’s present and future needs. The
economic successes of South Korea and Singapore were quoted to show
how the Government could help industries and facilitate economic
development.  There were different views on whether Hong Kong should
seek to be included in national development strategies and planning, 1.e. in
future naticnal 5-year plans. On the up side. the inclusion of Hong
Kong would mean better cooperation and coordination.  On the down side,
our high degree of autonomy, the choice of development. our position in
the international community and our international outlook could be affected
as a result.



4. There was general agreement that more should be done on the
education and training of local talent to maintain and enhance our
competitiveness. The admission of talent and good students from the
Mainland and overseas could also help. The aim should be to nurture and
attract versatile people with multi-skills and provide incentives for them to
stay and pursue a long-term career in Hong Kong.

5. Because of the rapid development of many Mainland cities, the
major pillar industries in Hong Kong, including financial services,
transportation and logistics, would face increasingly keen competition and
new challenges in the near future. Hong Kong should focus on
developing areas where it had a clear advantage, and the development of
creative mdustries and high value-added logistics came out as priority areas.
Other possible areas were research and development, quality testing,
medical services, education and professional development, which were all
high value-added and technology or knowledge-intensive.

6. The sectors covered by the three phases of the Closer Economic
Partnership Arrangement (CEPA) had encountered various difficulties in
entering the Mainland market, mainly due to obstacles at the provincial and
municipal levels. They hoped that the HKSAR Government could enter
into bilateral agreements with the relevant provincial and municipal
governments to help remove the barriers and achieve the intended effects of
CEPA. Before introducing further phases, the Government should focus
on effectively publicizing and implementing the agreed measures.

7. The following specific proposals were raised:

e Hong Kong should develop new markets and the northeastern
region of the Mainland, Russia and many places in Europe
appeared to have great potential. Consideration should be given
to entering into more regional and bilateral trade agreements to
advance Hong Kong’s interests.

¢ The institutional setup should be improved to meet the needs of
rapid development. The coordination between various
government agencies should be enhanced and there should be clear
and effective policies, laws and regulations to promote
development.



In order to attract local and Mainland talent, a research and
development centre should be established at an area along the
border with tax relief initiatives.

To facilitate the interflow of talent between Hong Kong and the
Mainland, and a review of the taxation system for people working
in both Hong Kong and the Mainland and the portability of welfare
benefits should be conducted; and that measures should be
introduced to make it easier for Mainland talent to come to Hong
Kong.

The education and training of local talent should include the
cultivation of an international perspective, a good understanding of
the Mainland, creativity, and proficiency in both Chinese and
English.

Branding was very important and more should be done on this.
Big projects like Hong Kong Disneyland would help to increase
Hong Kong’s international profile and would certainly help the
tourism and other related industries, which were one of the
lifelines of Hong Kong.

The Government should consider how to strengthen Hong Kong’s
headquarters function for Mainland enterprises.

Hong Kong should prepare for the impact of the eventuality of a
freely convertible RMB.

The Government should do more to help the film industry and
SMEs to enter the Mainland market.

Specific views on the mode of operation of the Committee:

The Secretaniat should suggest a priority list of strategic 1ssues that
should be tackled for the Committee’s discussion.

The Committee itself was too large to have useful exchanges of
views on specific subjects and working groups should be set up to
study and discuss the selected priority topics. and report to the
Committee for plenary discussion.



9. The Financial Secretary’s comments:

e It was our strategy to “leverage the Mainland and engage ourselves
globally”. It was necessary to strike a proper balance between
enhancing our cooperation with the Mainland and extending our
international connections. In the latter aspect, in response to a
member’s comment, Russia was in fact eager to establish bilateral
relationship with Hong Kong.

e The Government would stick to the “Market Leads, Government
Facilitates™ principle.

o The Government attached great importance to education and was
committed to continued investment in this important area.

e The Government was fully aware of the need for strategic
positioning.

o There appeared to be a general agreement that the Committee
should discuss creative industries, education and training of talent,
high value-added logistics, and job creation as priority strategic
issues in the coming meetings.

o The suggestion to set up working groups to study and discuss the
selected priority topics would be considered.

o After the meeting, the Secretariat would carefully consider and
consolidate Members' views and prepare a paper suggesting a list
of priority issues that should be tackled by the Committee for
discussion at the next meeting on 6 February 2006.

10. An attendance list is attached.

Secretariat to the Commission on Strategic Development
December 2005
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