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Hong Kong and Guangdong have very close economic and trade
ties. In 2004, trade value between the two places reached $616.7 billion
yuan (US$74.5 billion). In the same year, Hong Kong was Guangdong’s
largest export market, importing a total of $567.8 billion yuan (US$68.6
billion) worth of goods or 35.8% of Guangdong’s total exports. Hong
Kong was also Guangdong’s sixth largest source of imports, supplying
$48.8 billion yuan (US$5.9 billion) or 3.6% of Guangdong’s total import
value'.

The continuous growth of trade in goods between Hong Kong and
Guangdong over the past two decades has been in tandem with the
economic development of the two places. Following the opening up
of the Mainland market, Guangdong has gradually transformed herself
from a rural economy into an industrial and manufacturing base since
the 1980s. Many Hong Kong manufacturers have moved into the
PRD region to take advantage of cheaper land, labour and production
costs. This has led to a rapid growth of processing trade in the region.
At present, there are over 80 000 Hong Kong-invested enterprises in
Guangdong, with over 50% engaged in outward processing operations.
Many of these enterprises import raw materials via Hong Kong and
export the finished products after processing.

In a short span of only about decades, PRD has developed into
a global manufacturing base. The growth of its import/export of raw
materials/finished products shows no signs of slowing down. Hong
Kong is strategically positioned to serve as a bridge between the
manufacturing base in PRD and the international markets. It is a leading
international transport and logistic hub in Asia and operates one of the
busiest and most efficient container ports in the world, with an extensive
network connecting to more than 500 destinations all over the world.
The Business Council was of the view that efficient cargo flow between
Hong Kong and Guangdong must be maintained to ensure growth of
trade in goods in the two places and to promote transport and logistic
development in Hong Kong.

1. Guangdong Statistical Yearbook 2004 and Website of Department of Foreign Trade and Economic
Cooperation of Guangadong Province
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In studying trade facilitation between Hong Kong and Guangdong,
the Business Council has made reference to a research on the subject
conducted by a Mainland research centre?. The report examined the
barriers to trade facilitation between Hong Kong and the Mainland at
macro and meso levels.

One chapter of the report discussed issues pertaining to facilitation
of trade in goods. It pointed out that delay and the complicated
procedures involved in cargo clearance and cross-boundary transport
unduly increased the distribution cost of goods. This adversely affected
the government, business operators and consumers. Facilitation of
trade in goods could bring about direct and tangible benefits. To the
business sector, it could bring real profits to enterprises by lowering the
transaction cost and helping traders save time and money through faster
cargo flow and reduced cost. To the government, better management
could enhance efficiency and attract more foreign investors.

The Business Council shared this view and decided to study the
existing problems encountered by Hong Kong and Guangdong in trade
in goods. Views of the business sector were collected to gain a better
understanding of their problems and work out improvement measures.
Based on the consolidated views, recommendations would be made to
both governments to further facilitate trade in goods.

The views of Council members and major chambers of commerce
were consolidated as follows:

(1) Policies

Both the report and the business sector opined that to further
promote the economic development of Hong Kong and Guangdong, the
Mainland authorities should enhance the transparency of the policies
governing inbound investment, standardise the interpretation of the fine
points of the policies and establish a mechanism to address specific
implementation problems. They should be more ready to consult the
business sector during policy formulation, and conduct publicity drive
and briefings for Hong Kong businessmen before implementation of new
policies to allow them more time to make necessary preparations.

2. Research conducted by the macroeconomic research team under the National Development and
Reform Commission in 2003 and the report entitled “Economic Cooperation between Hong Kong and
the Mainland: A Study of Trade Facilitation” was published in December 2003,
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(2) Control points and clearance

The report pointed out that customs, immigration, health inspection,
animal and plant quarantine, traffic and transport in the Mainland were
under the jurisdiction of different departments. This might give rise to
operational problems within the same control point, which could not be
readily sorted out even jointly by local governments and control point
authorities. Furthermore, the control point operation was overseen
by a number of inspection agencies and their jurisdiction overlapped.
Other problems included complicated clearance procedures and double
charges. The Business Council supported the recommendation of the
report that direct exchange and communication should be strengthened
among these departments and agencies.

The Business Council also noted that the existing practice requires
the consignors and traders to approach different departments for
clearance and filing of relevant documents. If information furnished by
the consignors and traders could be shared among these departments,
it could avoid duplication and save trading firms’ cost and time
significantly.

On the operation of control points, the Business Council proposed
that the Mainland authorities should standardise as far as practicable
the working hours for different departments at the control points to
ensure smooth clearance of goods. Relevant Mainland departments
should also mount extensive publicity on their working hours to the
freight industry.

The Business Council also hoped that both governments could
review from time to time whether the customs and inspection services
can cope with the ever-growing people and cargo flows at control points
and provide additional inspection kiosks as appropriate.
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(3) Transport

The report pointed out that different systems and requirements of
vehicle inspection in Hong Kong and the Mainland had unnecessarily
hindered cross-boundary traffic.

The Business Council was pleased to note that the Unified Road
Cargo Manifest was introduced by Hong Kong and the Mainland
on 1 January 2005, and that the Mainland Customs had formally
announced the abolition of the requirement of “tying up” the truck, the
trailer and the container as a unit for customs clearance. The Business
Council believed that such an arrangement could give more flexibility
to the transport industry and allow more cross-boundary trips to lower
their operating cost.

To add more flexibility to the transport industry, the Business Council
proposed that the Mainland authorities should relax the “one-truck-
one-driver” rule. Carrier companies should be allowed to register the
particulars of a pool of designated drivers with the Mainland authorities
in advance, and be given a free hand to assign cross-boundary trips to
any driver on the list.

(4) E-commerce

The report recommended promoting the application of e-commerce
and Internet to trade in goods between Hong Kong and the Mainland.
Export-oriented enterprises in the Mainland should speed up
computerisation and network development to lay a solid foundation for
e-commerce and to achieve alignment with the facilities in Hong Kong.

(5) Product inspection and certification

The business sector proposed the harmonisation of product
standards in Hong Kong and the Mainland. Mainland authorities might
simplify the relevant procedures and facilitate manufacturers by making
reference to or adopting internationally recognized standards for product
inspection and certification. A number of certification bodies might also
be designated in both places to facilitate mutual recognition.

The Business Council has relayed the relevant views and
recommendations to the HKSAR and Guangdong governments, and has
been following up on the issues with the relevant departments with a
view to further facilitating trade in goods between the two places.
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