Minutes of a meeting of the Executive Committee held on Thursday, 28 March at 5:00 pm at the Chamber Boardroom.
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HK Assn of Freight Forwarding & Logistics Ltd

Mr James Pearson
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Mr Ian Robinson
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Mr Paul Tang
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Mr Eva Wong
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Professor Richard Wong
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Out of town :
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Insignia Brooke


Mr Denis Lee
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Mr Michael Lintern-Smith
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Mr James Lu
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Mr Richard Pyvis
CLSA Ltd


Mr David Ruan
New-Alliance Asset Management (Asia) Ltd
The Chairman welcomed Mr Donald Chen from the Business and Services Promotion Unit to the meeting.

1)
Confirmation of Minutes


The minutes for the last meeting held on 13 December 2001 were confirmed and signed.

2)
Promotion of Services

2.1
The Services Promotion Initiatives for 2002, provided by the BSPU, was tabled. At the invitation of the Chairman, Mr Chen told members that the Professional Services Development Assistance Scheme was launched in February 2002 and the application deadline would be on 20 April. The screening process was expected to be completed in July before the invitation of the second tranche of applications in August/September.

2.2
The government was providing a 3-year financing support to the Joint Professional Centre to set up a website to help promote Hong Kong's professional services. The website was expected to be ready around June. It would contain information on training and publicity for promoting to mainland enterprises by the professional services sector.

2.3
To help the professional services sector develop business in the Mainland, the BSPU was planning a promotional event in Shandong in May together with the government Beijing Office and the HKCSI. The government was also co-organising a series of seminars with TDC and HKPC on business opportunities for professional services after China's accession to WTO.

2.4
Another services promotion initiative was the organisation of the Penta Forum which would be discussed under agenda item 3.

2.5
Other initiatives included a publicity campaign organised with Ming Pao to build up youngsters' confidence in Hong Kong and their understanding of a knowledge-based services economy. A study tour to the Mainland and exchanges with Mainland university students had been arranged. Response from students was encouraging. In view of the success, another programme had been planned for the end of this year.

2.6
Mr Chen told members that APIs involving celebrities and artists to promote quality service were well received and new APIs would be produced. A number of companies had requested for copies for training purposes. BSPU would also follow up on the proposal of promoting the importance of providing quality service to mainland visitors.

2.7
It was understood that new initiatives such as venue for the Sony-liked hi-tech pavilion, promoting Hong Kong as a digital entertainment centre had been proposed. Mr Chen told members that the proposals were endorsed in January and a sub-committee was just set up to look into the proposal. He would let members know of development in due course.

2.8
Dr Chan told members that in the consultations on Closer Economic Partnership Arrangement with the Mainland, the free flow of professional personnel would be further discussed.

2.9
Mr Kwok commented that sometimes meaningful promotional projects were developed unintentionally eg the Rugby Sevens and Standard Chartered Marathon had developed into international events. But often these kind of projects were difficult to organise because of unclear information on which government department was responsible, eg food/cuisine fair, mountain bike games. Approval of work permits for foreign workers/professionals for such fairs was difficult. It seemed that the system of Hong Kong did not cater for these kind of fairs and games, so some review should be required. 

2.10
It was suggested that in planning for large scale activities, if a framework and focus could be developed, the events would evolve naturally. It was felt that such private sector initiatives would achieve a better result if there was a centralised coordinator within the government. Members suggested that BSPU could take the initiative to work with other departments, since it related to BSPU's main tasks of cutting red tape and promotion. It was felt that business opportunities would arise from successful projects which might even develop into international events.
2.11
There was also a promotional element in expanding the profile of activities. Existing projects which had the potential of being further developed included: the Chinese New Year Float Parade, consolidating the various award schemes for businesses to make it into a prestigious scheme, the Chamber Business Summit, etc. It was felt that a list of events could be drawn up to identify what important events were missing. The Chairman drew members' attention that the Hong Kong Tourism Board had an international event fund to support projects.

2.12
Dr Chan drew members' attention to the government SME loan guarantee scheme which was more manufacturing oriented. He said that in view of the adverse economy, manufacturers were reluctant to buy new machines. Theoretically, the loan could be used to buy software but applications to banks for loans on software were usually rejected. The funding scheme seemed to leave the services sector SMEs at a disadvantage. The Chamber would reflect our views to the Trade and Industry Department accordingly. 

2.13
Members felt that the current policy would not work well because of the risk to banks who were also administrators. It was suggested that the government could appoint specified vendors of equipment and machinery and subsidies could be granted for purchase from these vendors. Applications could be vetted by accountants or consultants who could made evaluations on the appropriateness of the investment. A fundamental question which might affect funding structure was whether the government would put priority on promoting manufacturing or other services sectors such as financial services, logistics, tourism, etc.

3)
"The Servicing Economy" Penta Forum 2002

The report of the Penta Forum was tabled. After brief discussion, it was agreed that the Penta Forum and the Guangdong Joint Economic Forum were of similar format and they should not both be organised in the same year. A possible compromise would be to organise one forum, in the form of the Penta Forum but with some participants from Guangdong. The theme for the forum should be more focused. Dr Chan felt that some new life should be injected into the Forum every time. The BSPU and HKCSI would work out the best format and content.

4)
WTO, Services 2000 and the Closer Economic Partnership Arrangement

4.1
Dr Woon told members that the Chamber had submitted a 75-page proposal to the government on the Closer Economic Partnership Arrangement (CEPA), and held a roundtable luncheon on the CEPA. He drew members' attention to two difficult areas, namely the definition of Hong Kong companies and the progress of CEPA. 

4.2
He said that the Chamber had adopted an analytical approach in identifying the pros and cons of the various definitions for Hong Kong companies. Some foreign business community however had misperception that the Chamber had proposed to exclude foreign companies from consideration as "Hong Kong companies" for CEPA purposes. He stressed that the Chamber had always believed that any CEPA definition of "Hong Kong company" must take into account Hong Kong's international character and be in accordance with WTO. Any company, including foreign, which contributes to the local economy with substantive business here, should be able to qualify. The Chamber felt that no test was satisfactory. The Chamber would clarify with the international business community on this.

4.3
Mr Griffiths felt that the Chamber presentation on the definition of Hong Kong companies was very well, fair and provided alternatives for the government for further consideration. Dr Woon felt that CEPA was a good idea and a solution could be found to benefit most companies

4.4
The latest round of CEPA consultations covered the abolition or lowering of tariff. If it were just lowering of tariff for several years before the same concession was open to other WTO members, it would not be of much benefit to Hong Kong as there were not much manufacturing activities here. Besides, it would not attract much investors here. However, the Chamber had suggested that if tariff was lowered to zero for some years for Hong Kong only, then high value/ technology manufacturers, even jewellery, might come back to Hong Kong. It would also improve over employment situation. It was felt that there might be a need to identify the type of industries that might be able to benefit from the reduction in tariff and come back to Hong Kong. The market might decide the direction.

4.5
Otherwise the consultation so far had included little on the services sector. It was understood that part of CEPA was to encourage a freer flow of people. Dr Woon felt that discussion on the services sector should continue despite the difficulty as services liberalisation would really help Hong Kong. 

4.6
It was understood that discussion on the various services sector would be done by the various bureaux with their relevant counterparts in Beijing. For example, the Commerce and Industry Bureau on the framework of CEPA and tariffs, the Hong Kong Monetary Authority and Financial Services Bureau on financial services, etc.

4.7
Mr Griffiths suggested that the Chamber could consider setting up an inter-chamber advisory group to provide input to the consultation. At present, communication was only government-to-government and there was a lack of communication between government and the private sector of both sides. The group could help provide practical advice as well as raise the awareness of the Chamber's involvement in this issue. Dr Chan added that there was only one formal consultation on the issue by the Director General of Trade and Industry. A government press release indicated that the respective government departments would continue the consultation process. The Chamber would send relevant parts of its original submission to the different SAR departments involved in these sectoral discussions.

5)
Brainstorming on the role of HKCSI

5.1
The Chairman drew members' attention to a paper on "Antony Leung’s economic vision: another important milestone in Hong Kong’s strategic re-positioning" which was produced by Mr K C Kwok after the HKCSI Brainstorming. It was agreed that the paper should be circulated to the Financial Secretary and other members of the Services Promotion Strategy Group. 

5.2
Mr Griffiths said that the HKCSI should reflect the concerns of the community in a way that fit in with the Chamber. The HKCSI should develop an overview of where and how Hong Kong might develop and the requirement for services and infrastructure support. Both the long (10-15 years) and short term positioning for Hong Kong's way forward should be considered. He suggested that a preliminary paper should be aimed for July. Different sub-committees could be set up to look at different aspects if needed. The result should be presented to the government and the Chamber General Committee. It was pointed out that there would be resource implication on the Secretariat.

5.3
Dr Chan pointed out that the value of the HKCSI was to articulate the various strands of long-range problems with a view to building consensus on the general strategy and policy for Hong Kong. We could help to provide a framework for the different views to fit in together. It was agreed that the next step would be to present this to the Chamber Chairman at a lunch arranged for April.

5.4
Mr Kwok felt that education would be one important area for deliberation, among others. He drew attention to the low passing rate of the secondary school certification examination and comments by universities on the poor quality of students. He said that the pace for education reform was slow. He felt that there might be a need for fundamental changes to be implemented in the education system rather than continue to put students into a system that has failed. There should be a way to develop the different strengths of students, including those who fail in conventional examinations. Another dimension would be the business potential and the marketing aspect of this sector. The SPACE of the University of Hong Kong is a good example.

5.5
Mr Griffiths suggested that the Chamber could consider setting up an Education Committee to study the issue. More thorough research might be required, for example, research into the distribution of the poorly performing students to identify possible causes. Mr Kwok added that the government had started involving people from the business sector in education policy. Dr Woon suggested that given the breadth of the issue, an ad hoc group instead of a committee could be set up first. Experts could be co-opted to the group.

5.6
Mr Griffiths suggested that there were several aspects the ad hoc group could consider, including a fundamental understanding of what education is, the problem areas, and global statistics on education, etc; what type of business services was required of the education system, and what practical solutions can we offer.

6)
China Project

6.1
A brief report was circulated earlier. Members were encouraged to support the joint BSPU/HKCSI event in Shandong in May. Details would be circulated.

6.2
The Chairman said that the annual HKCSI visit to Beijing was scheduled for July and encouraged participation by members. Details would be circulated.

6.3
The Chairman reported that a meeting with Mr Hu Jingyan of Director General of Foreign Investment of MOFTEC was held earlier. The focus was on HKCSI's experience on market liberalisation for the services sector.

7)
Progress Report 

7.1
A progress report was circulated earlier. 

7.2
Dr Chan told members that the Financial Secretary had turned down the invitation to the award presentation ceremony of the Hong Kong Awards for Services. Members expressed concern as it would be detrimental to the status of the Awards Scheme. It was also inconsistent with the Financial Secretary's vision of Hong Kong as a knowledge-based services economy.

7.3
It was suggested that a message should be sent to the Financial Secretary to seek his support on the event or he should give a directive for the different award schemes to be merged. It was agreed that lobbying might be needed, especially by CSI members on the Services Promotion Strategy Group.

8)
Any other business

Mr Griffiths drew members attention that Mr Christie would be retiring soon and would return to the UK in June. On behalf of the HKCSI, the Chairman thanked Mr Christie for his valuable contribution.

There being no other business, the meeting adjourned at 6:45 pm.
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