Economic Summit on
“China’s 11th Five-Year Plan and the Development of Hong Kong”

Summary of Views Expressed at Plenary Discussion

(Translation)

Opening Remarks by the Chief Executive

The Chief Executive welcomed the two guest speakers and the
panelists to the Economic Summit. A copy of the opening remarks by the
Chief Executive is attached at Annex 1.

Presentation on the National 11th Five-Year Plan

2. The Chief Executive invited Mr XU Lin, Director General of the
Department of Fiscal and Financial Affairs, National Development and
Reform Commission, to brief the meeting on the National 11th Five-Year
Plan. A copy of the speech by Mr XU on the National 11th Five-Year
Plan is attached at Annex 2.

Presentation on the 11th Five-Year Plan of the Guangdong Province

3. The Chief Executive invited Mr CHEN Shanru, Director of the
Guangdong Development and Reform Commission, to brief the meeting on
the 11th Five-Year Plan of the Guangdong Province. A copy of the
speech by Mr CHEN on the 11th Five-Year Plan of the Guangdong
Province is attached at Annex 3.

The Opportunities and Challenges Presented by the 11th Five-Year
Plan and the Outlook for Hong Kong (Paper Ref.: 2006ES/1)

4, The Chief Executive remarked that the plenary session of the
Summit should focus its discussion on how Hong Kong could maintain its
status as an international centre of financial services, trade and shipping as
set out in the 11th Five-Year Plan.  To maintain Hong Kong’s status as
the “three international centres”, Hong Kong should examine its actual



positioning in the world in these three areas, the difficulties it faced and
advantages it had in achieving a leading position in the world, as well as
the opportunities and challenges arising from the 11th Five-Year Plan of
the country and that of the Guangdong Province.

5. The Chief Executive invited Mr. KWOK Kwok-chuen, the
Government Economist, to brief the meeting on “The Opportunities and
Challenges Presented by the 11th Five-Year Plan and the Outlook for Hong
Kong” (Paper Ref.: 2006ES/1). Please refer to Annex 4 for details of the
presentation.

Plenary Discussion

Hong Kong’s Positioning in the World and Strategies to Maintain its Status
as the “three international centres”

6. In respect of the development as “three international centres”, a
panelist considered that Hong Kong in fact had a leading position in the
Asia-Pacific region, and continued to enjoy many advantages.
Nevertheless, Hong Kong was behind many international cities from a
global perspective.

7. In order to maintain its status as the “three international centres”, a
panelist stressed that Hong Kong should keep improving its international
competitiveness, and should aim to achieve a leading position on the world
stage and uphold its position as the most international city in China. Only
by doing so that Hong Kong would be able to respond to the rapid
development of Mainland cities and regions, embrace the challenges
brought by the ever-changing market, and give full play to its functions in
supporting and complementing the rapid development of our country. At
the same time, Hong Kong should reinforce its status as the bridge between
the Mainland and the overseas markets. This would enable Hong Kong to
make substantial contributions to the modernisation of the national
economic development and its integration with the international economy.

8. There was a strong consensus among the panelists on the direction
provided for Hong Kong by the National 11th Five-Year Plan that our
future economic development should based on further developing and
enhancing Hong Kong’s status as an international centre of financial
services, trade and shipping. It was generally agreed that a pragmatic



approach should be adopted toward this direction to draw up the action
agenda and commence relevant work, so as to complement with the
modernisation of our country and make substantial contributions to its
integration with the international economy.

Interrelated Areas of the “three international centres”

9. In strengthening its status as the “three international centres”,
panelists were of the view that Hong Kong should pay due regard to the
interrelated areas among the development of these three areas, such as
nurturing of talents and the free flow of people, goods, capital and
information. Panelists agreed that this issue was of utmost importance in
enhancing the status of Hong Kong as the “three international centres” and
worth further consideration.

10. With respect to the interrelated areas of the “three international
centres”, professional services, information and technology, and tourism
were relevant industries that underpinned the development of the “three
international centres”. For this reason, they had been the subject of
discussion in one of the Focus Groups of the Summit. Moreover, the
National 11th Five-Year Plan set out that China “supports Hong Kong’s
development on fronts such as financial services, logistics, tourism and
information services, and the maintenance of Hong Kong’s status as an
international centre of financial services, trade, shipping, etc”. This
indicated that Hong Kong could be developed into an international hub in
other areas such as professional services.

11. Moreover, a panelist also pointed out that an industry could not
thrive on its own. Apart from its own progress, it had to be
complemented and supported by the development of other related
industries. For instance, in addition to financial services, the development
of legal and accounting services was essential to Hong Kong’s
development into an international financial centre. Hence, Hong Kong’s
development towards the “three international centres” would provide
impetus to the growth of various local trades and industries through a
clustering effect.

12. Separately, a panelist opined that China, with its vast territory,
could accommodate two to three international centres in various sectors.
In this connection, Hong Kong and other big cities in the Mainland might



seek coordination and co-existence. Hong Kong should take the initiative
to examine its own role and positioning, and strengthen the liaison and
coordination with related provinces and cities, with a view to promoting
regional cooperation for mutual benefits and creating a win-win situation.

13. A panelist put forward that economic achievement was not the sole
indicator of an international city. To be an international city, Hong Kong
should have other qualities, including the overall education standards and
the international outlook of our citizens, a world-class consumer protection
regime and labour standards, development of arts and culture, urban
greening, and environmental policies etc. In view of the unique historical
background and social environment, Hong Kong should establish a sound
system of its own. For instance, a number of delegations from various
regions and cities had drawn reference from Hong Kong’s experience in
our public housing development.

Trade and Business

14. A panelist pointed out that Hong Kong (particularly the services
sectors) had enjoyed enormous business opportunities arising from the
rapid development of China and its vigorous promotion of domestic
consumption.  Hong Kong might consider strengthening its cooperation
with the neighbouring Guangdong Province, which was one of the
relatively well-developed provinces in the Mainland. As such, Hong
Kong could be better informed of the Mainland market situation through
Guangdong, and Guangdong could reach out to the world through Hong
Kong. That would promote joint development and bring about mutual
benefits.

15. A guest speaker proposed that Hong Kong should move towards
development of high value-added products. Since production in Hong
Kong represented quality and efficiency, “Hong Kong” was a brand by
itself. Hong Kong should capitalise on this advantage, by deploying
innovative technology and professional talent to design and produce high
value-added products and developing its own brand names. These
products could be used not only for domestic sales, but also to open up new
markets worldwide.

16. Separately, a panelist pointed out that even with the
implementation of CEPA, there were still obstacles to entering the



Mainland market.  Therefore, the SAR Government should further
strengthen coordination and communication with relevant Mainland
authorities, with a view to enhancing the effectiveness of CEPA and
facilitating the operation of Hong Kong enterprises in the Mainland.
Responsible committees should conduct reviews with relevant Mainland
authorities on the provisions and implementation of CEPA.

Financial Services

17. A panelist pointed out that the market entry thresholds for financial
institutions (such as banks and insurance companies) under CEPA were too
high to be of benefit to many small-and medium-sized financial institutions
in Hong Kong. Therefore, the positive effects of CEPA were limited as
far as the financial services sector was concerned. A panelist urged the
Government to actively explore with the Mainland regarding the
improvement and enhancement of the provisions of CEPA. It was also
suggested that studies should be conducted on the feasibility of allowing
Hong Kong financial institutions to operate in the Guangdong Province or
the Pearl River Delta region on a trial basis. A panelist also proposed to
investigate the feasibility of conferring “national treatment” on Hong Kong
financial institutions operating in the Mainland.

Maritime Services

18. Regarding the development of Hong Kong’s maritime services, a
panelist pointed out that port charges and other related expenses(such as
wages) in Hong Kong were higher than which in the Mainland. The gap
between the operational cost of the two places as well as the rapid
expansion of services of other ports in Asia had prompted many companies
to switch to the Mainland ports. Facing challenges from the Mainland and
overseas, Hong Kong might have difficulties in maintaining Hong Kong’s
status as an international shipping centre. Furthermore, given the limited
land resources, Hong Kong was subject to confinements in expanding the
capacity of its wharves. Continued growth of demand for its maritime
services was also called into question. In the face of the situation, a
panelist opined that Hong Kong should not only consider cargo throughput,
but also make vigorous efforts to promote transportation of high value-
added goods, with a view to enhancing cost-effectiveness.



19. To maintain the status as an international shipping centre, a
panelist expressed that Hong Kong should coordinate with the Guangdong
Province on port utilisation and infrastructural packaging to avoid
destructive competition. It was also necessary to maintain a smooth flow
of people and goods between the two places.

20. A guest speaker pointed out that the development of Guangdong
and Hong Kong would bring about an overall economic growth of the
region and an increase in demand for maritime and logistics services.
Different ports could support and complement each other in their services.
The guest speaker held that Hong Kong would be able to maintain its status
as an international shipping centre because it had a “free port”. None of
the ports in the Mainland enjoyed similar international reputation or status.
Moreover, in view of the high quality and efficient services provided by
Hong Kong’s maritime sector, high value-added products were frequently
handled via Hong Kong. Therefore, Hong Kong’s maritime services had
secured a definite share of the international and Mainland markets.

Development of Infrastructures

21. A panelist pointed out that Hong Kong and Mainland authorities
had adopted different attitudes and approaches to the development of cross-
boundary infrastructures. While Hong Kong generally adhered to the
“demand-led” principle, the usual practice adopted in the Mainland was a
forward-looking approach to develop infrastructure ahead of the actual
requirement. With a view to facilitating the development of cross-
boundary infrastructures of the two places, Hong Kong should consider if
adjustment was necessary to the approach adopted in considerating
infrastructural development.

22. A panelist raised that there had been tremendous progress in the
development of the Mainland, particularly in infrastructural development.
In Hong Kong, however, various factors, including political factors, had
hindered the progress of a number of major infrastructure projects and
programmes in recent years. In order not to fall behind the Mainland
cities, it was imperative for Hong Kong to review the relevant procedures
and expedite the implementation of various projects.



Professional Services

23. A panelist pointed out that protectionism existing in some of the
local professional services sectors had discouraged many non-local
professionals from working in Hong Kong. Despite the fact that local
professionals were well equipped with the expertise and knowledge of their
respective fields, their knowledge about the general situation, institutional
framework and economic development in the Mainland was quite limited.
It was considered that the flow of talent and exchanges between Mainland
and Hong Kong professionals should be enhanced to facilitate greater
complementarity. To this end, the Government was urged to consider
allowing free flow of talent between Hong Kong and the Mainland.

24, A panelist raised that Hong Kong was used to be a vendor of goods
to foreign countries in the past. Nowadays, Hong Kong enjoyed
international reputation for its world-class professional services. Many
international consultancy firms specialising in legal, investment and
accounting services established their Asia-Pacific regional headquarters in
Hong Kong. It was vital for Hong Kong to capitalise fully on this
advantage to further develop its professional services. The resulting
synergy effect would be conducive to reinforcing Hong Kong’s status as an
international centre for financial services, trade and shipping. In addition,
the Government should step up external publicity to promote Hong Kong
as a hub for professional services, with a view to attracting more Mainland
and foreign companies to use the professional services in Hong Kong.

Information Services

25. A panelist remarked that Hong Kong’s broadband and video
networking services had yet to be extended to the Mainland. In this fast-
changing world, the establishment of a cross-boundary platform would
greatly facilitate information flow and conduct of business activities. It
was hoped that the governments of the two places could examine and
implement this proposal as soon as possible.

Tourism

26. A panelist opined that the tourism industry in Hong Kong was
well-developed, with a wealth of experience, professionals and
international networks. It was suggested that the Central Government



should positively consider allowing Hong Kong travel agents to expand
their operation into the Mainland so as to help improve the quality of
Mainland tourism services.

Education and Manpower

217. Panelists agreed that Hong Kong should strengthen the training and
pooling of talent. Competition in the 21st century was one for human
resources. Therefore, Hong Kong should further open itself up to
Mainland and overseas talent, and help them integrate into the local
community as soon as they arrived. Apart from attracting talent
worldwide, Hong Kong as an international city should strengthen the
education and training provided to local students to improve their
international exposure and command of English.  This would enable Hong
Kong to maintain its competitiveness.

28. A panelist pointed out that public expenditure on education in
Hong Kong only accounted for about 4% of its GDP, which was lower than
other developed countries. To improve the education level of the general
public and the quality of its human resources, the Government should
review the adequacy of the resources put into education by the whole
community, and consider ways to amass the resources required for
investment in education.

29. A panelist was of the view that education in Hong Kong should be
industrialised instead of commercialised. To develop education into an
industry of Hong Kong, the major problems encountered were, among
others, inadequate provision of hostels and limited land resources. It was
proposed that the Government should consider allocating land to
educational institutes at low prices for the provision of educational
facilities.

30. Separately, a panelist considered it necessary to strengthen the
development of scientific research and education in Hong Kong so as to
facilitate the development of innovation and technology. Hong Kong
should consider setting up research and development centres to nurture
talents in this area.



Other Views
The ““One Country, Two Systems” Principle

31. A panelist expressed concern over the possibility of Hong Kong
being excluded from the planning of the economic development of China
under the “One Country, Two Systems” principle. It was considered that
the “One Country, Two Systems” principle should be applied differently on
political and economic fronts. On the economic front, China might
actively explore the roles and functions of Hong Kong in the overall
development of the country. Another panelist pointed out that the SAR
Government should capitalize the advantages under “One Country” and
take the initiative to identify areas where Hong Kong could contribute to
the country. For example, on financial development, the relationship
between the two financial systems should be cooperative, complementary
and interactive. China should actively consider utilising Hong Kong’s
experiences, international networks and professional services to assist and
promote its financial reforms. Under the “Two Systems” concept, Hong
Kong should make use of its own expertise and unique advantages,
including the robust legal system, simple tax regime and excellent business
environment, to attract overseas and Mainland investors to set up
businesses in Hong Kong. This would also help our country to link up
with the global market.

Forward-looking and All-round Planning

32. A panelist reminded the meeting that during the launch of the
National 11th Five-Year Plan, Mainland cities had taken immediate action
to rally to its implementation. Hong Kong might have already lost its
opportunity and lagged behind other Mainland cities for not having
explored ways to respond to the Plan until now. In view of this, while
efforts were being made to study the 11th Five-Year Plan, Hong Kong
should, in parallel, conduct a forward-looking and all-round planning, with
a view to suggesting to the country our potential contribution and
development under the 12th Five-Year Plan. By the time when work
started on the formulation of the 12th Five-Year Plan, Hong Kong would
have been fully prepared and set to tie in with the Plan for the maximum
benefits of both sides.



33. A panelist held that Hong Kong people generally failed to
recognise the challenges brought by the National 11th Five-Year Plan, let
alone seize the tremendous opportunities arising from China’s development.
The Government should therefore step up publicity to alert the
communities on the challenges and opportunities ahead, so as to tie in with
the rapid growth of the country.
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Annex 1

Chief Executive’s opening remarks at press conference after economic summit
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Following is the translation of the opening remarks by the Chief Executive, Mr Donald Tsang,
at the press conference this evening (September 11) on the Economic Summit on "China's 11th
Five-Year Plan and the Development of Hong Kong™ at the Hong Kong Convention and Exhibition
Centre:

Ladies and gentlemen:

Thank you for attending the press conference today.

We have just concluded the Economic Summit on "China's 11th Five-Year Plan and the
Development of Hong Kong". It is the first time that the SAR Government has made a systematic
and in-depth study of the opportunities and challenges faced by Hong Kong under China's 11th
Five-Year Plan. Today's meeting was a pragmatic beginning.

Today's economic summit was divided into two parts - a plenary session in the morning and
the focus groups' discussions in the afternoon. There were four focus groups, each holding in-depth
discussions on specific topics.

In the plenary session this morning, we examined Hong Kong's global status as an
international financial centre, trade centre and shipping centre, and Hong Kong's advantages and
difficulties in reaching a high ranking on the world stage. At the same time, we discussed from an
overall perspective how the nation’s and Guangdong’s Five-Year Plans can provide opportunities,
challenges and prospects for Hong Kong.

Members of the focus groups gave their much-valued views enthusiastically and sincerely
this morning. All of us agreed that we had to continuously boost Hong Kong's competitiveness
worldwide, in order to maintain our international status in three areas - finance, trade and shipping.
We also have to uphold Hong Kong's leading position as the most international city in China. Only
then can we respond to the rapid development of Mainland cities and regions to seek business
opportunities together, as well as meet the challenges brought by the changing markets. At the same
time, Hong Kong should reinforce its role as a bridge between the Mainland and overseas markets,
and contribute to the modernisation of national economic development and its integration into the
international economy.



Today's discussions covered a lot of topics. While some were discussed in depth, some were
only touched on briefly and have to be studied further. This morning, I shared my thoughts on three
areas. First, the direction provided for Hong Kong by the 11" Five-Year Plan is to base our future
important development on three sectors — finance, trade and shipping. About this we have very
strong consensus. We agree that our current strategy has exceeded the issue of “What?” - What
are we doing? We already have strong consensus on what we have to do. We have to work towards
being the “centres” in the three sectors. But we have to study the “How?”. How to map out the
development of the SAR's three strengths in relation to the country’s overall planning, in particular
how to leverage on our own conditions. What do we have to do? | think we have to carefully and
pragmatically work out an action agenda for our targets. It is hoped that we can start practical work
based on the agenda. This will solve the question of “How?”.

My second thought is this. When we discuss the implementation of the agenda, Hong Kong
has two unique roles. These two roles are complementary and stem from the “One country, two
systems” principle. We should utilise our advantages under “one country”, in particular under the
country’s rapid development, the SAR Government should take the initiative and identify areas
where Hong Kong can contribute to the nation. Finance and monetary affairs are one major area. It
is the same for the development of the reminbi. We should be proactive. With the Mainland’s
financial development and its continuing financial system reforms, there is a lot of room for us to
provide assistance. We can also expand our own status as a financial centre through participation in
it. These are some of the things we think we can secure for Hong Kong’s own benefit under the
“one country” concept. On the other hand, in our development plan we have to maintain Hong
Kong’s unique advantages under “two systems” — our legal system, our tax system and our
environment in doing business. With our unique advantages, particularly in the services industry
and in our legal profession, under the “two systems”, we have the ability to use our expertise to
assist the country in its current rapid development to become a part of the international community.
In this area, there is a lot of room for work as far as the SAR is concerned.

My third thought is that when we are working to develop in finance, trade and shipping, we
must aim higher. We have to use the best world standards as our benchmark. In doing so, | don’t
think that we are exceeding our abilities. As a matter of fact, the nation is already progressing
rapidly. In trade, the financial figures are heading forwards the world’s top ranks. If we look at the
nation’s GDP, its international income, various indicators are seeing double-digit growth every year.
Under these circumstances, if the SAR wants to be fully functional to tie with the development of
the country and to support its development, we must set our targets at the highest international
levels. This is not just saying that we wish to do so. This is what we have to do.



In this respect and with this development trend, Hong Kong already ranks among the top
countries in the world in certain aspects. However, we should not be complacent. We must keep up
our efforts and strive for the best in a pragmatic way.

The focus groups this afternoon followed this strategic direction and held in-depth
discussions on individual topics, addressing each particular challenge and opportunity. Now |
would like to ask the Financial Secretary to brief us on the discussions of the focus groups to be
followed by the convenors of the four focus groups.
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The 11t Five-Year Plan and the development of Hong
Kong’s three international centres
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The 11 Five-Year Plan unequivocally “supports Hong Kong’s
development on fronts such as financial services, logistics, tourism and
Information services, and the maintenance of Hong Kong’s status as an
International centre of financial services, trade and shipping”.

o FERIEE B VBB T (ELORRS I TR R R IR 4
[ARCE =R L= = N A
From international, national and the regional Ilevel, consider
strategically and suggest how to enable Hong Kong to be one the
world’s best in these “three centres”.
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Financial services industry : strategically the most
Important economic sector for the future

{2 BB o (R R RS
[l A 5%~ FEE'“E
Hong Kong has developed into a major international financial centre in the
region. But there is still a large gap as compared with major international
financial centres such as New York and London.
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Further economic expansion and fmanuag services reform under the
Mainland’s 11t Five-Year Plan, and the rapid development in the financial
services industry globally and regionally, will provide new opportunities
and challenges to Hong Kong’s development as an international financial

centre.
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Strengthen HK’s financial mtermedlatlon role for the Mainland
Develop further HK’s international financial centre status

[FIJJ‘ J N T fFIJ E1E > o oT BRI [ FIE S AR E
Proceed with the following five-pronged strategy to give full play to
Hong Kong’s financial intermediation role for the Mainland:

L o5 RS CRES PP
Hong Kong financial institutions to go into the Mainland
2. FHIEST BT AT S A L o
Hong Kong to serve as a gateway for Mainland funds and financial institutions to come out
3. ST S THET ) P
Hong Kong’s financial instruments to be made available on the Mainland
4, *’J[@EFF“, %%E{i{?’%{ S ijﬁSJ‘fi ETff“?SJEEFf RIS E,J,EKJF’J‘Z‘J J
Enhance the capability of Hong Kong’s financial system in handling renminbi-denominated
transactions

5. JJ{I@F;F,%E? [l @E{ﬁl@%ﬁ H ﬂ’éf:
Strengthen financial mfrastructure links between the Mainland and Hong Kong 4
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Strengthen HK S fmanmal Intermediation role for the Mainland
Develop further HK’s international financial centre status (cont’d)
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Leverage on Hong Kong’s rlsk management capabilities, explore the
possibilities of developing the commodity futures market, foreign
exchange futures contract market, the insurance industry, etc., and
further develop Hong Kong into a wealth management centre

. %ﬁklﬁ%ﬁl*'ﬁéﬁiﬂwll“ﬁl%ﬁ”ﬂi AREE > S0 o R B AR
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Study the regulatory approach and standards of other advanced financial
centres as well as their practices in promoting market development, and

to learn from their experiences.
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Development as an international trading centre
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Hong Kong’s goods and services trade rank the world’s 11" and 16™ largest

respectively. But as % of GDP, HK and Singapore are amongst the world’s

highest. Hong Kong is noted for its free trade and is also an important
International services platform in the region.

o T SRR PP IR s e
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The 11th FYP promotes industrial upgrading, grows domestic demand,
accelerates the development of services and further opens up markets. These
provide more opportunities for Hong Kong to play up its role as a trade and
services hub in both the Mainland’s exports and imports. But there will also be
more competitive pressure on existing players.
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Development as an international trading centre (cont’d)

V[0 7% HICEPA » 2D b 385 [958 - 7 T IRIR 2ARSTHLA 5 e e
?HFK[?%F ’ _'J[@EPFK[?%F rﬁ@%’%&gh Elf‘JEL"J & o

Pursue further and implement more effectively CEPA initiatives, and assist
Hong Kong enterprises to develop the Mainland market. Facilitate more services
providers and customers to come to Hong Kong, thus enhancing further Hong
Kong’s role as a “ cosmopolitan city for services”.

HZ KT SIS RATE SRR« R - A
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Assist Hong Kong enterprises to adapt to increasing demands in the Mainland in
industrial upgrading, environmental protection and energy conservation, and
develop own brands. Leverage on Hong Kong’s strengths in innovation and
technology to assist Mainland enterprises to adopt independent innovation.
I T I £ [

Strengthen cooperation with Mainland in tourism services.
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Development as an international maritime centre :

The maritime, shipping and logistics industries are closely related
with and complementary to each other

iRl SRR EICEY EE Y - BITEAR ETRI L SR
“Hong Kong is one of the world’s busiest container port and the world’s
largest international air cargo hub

) ‘“‘:x’?[ J FI Iﬁ:bﬁbﬁ%"

“Co-operate and coordinate with the Mainland”
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To realize ully the strengths of the container transport system rendered by the
port of Hong Kong and other coastal ports in the PRD region. Hong Kong and
the Guangdong Province should map out a clear division of role in port

development.
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To strive to extend our air transport network and actlvely CO- ordlnate with the
Mainland and Macao authorities to explore ways of increasing efficiency in air

traffic control. 8
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Development as an international maritime centre :

The maritime, shipping and logistics industries are closely related
with and complementary to each other (cont’d)

o P
“Enhance the competitiveness of the logistics industry”

P F ] T CTE ISR SRR S T B RS R A
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The Government is committed to enhancing the competitiveness
of our logistics industry by increasing the efficiency of the cross-
boundary cargo movements, promoting the application of
Information technology, and providing additional back-up land
around the terminals, etc.
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Key overall strategies of Hong Kong in response to
the 11t Five-Year Plan

GBI ST VB PR RS
Strengthen internationalisation, sharpen international competitiveness
W EE R AR
Strengthen co-operation and integration with the Mainland
C YRR
Nurture and attract talent
SR
Step up environmental protection efforts
Tl AR T A
Strengthen and promote the “Hong Kong” brand
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