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Submission to the Economic Development Commission 

Business and Professionals Federation of Hong Kong 

 

Over the years, Hong Kong has been highly successful at reinventing itself and exploiting 

opportunities as they arise. Whilst this has been largely market driven, the part played by 

Government, too often downplayed, has been and continues to be critically important. It has 

built new towns, invested massively in road, rail and aviation infrastructure, built the Exhibition 

and Convention Centre, developed Ocean Park and Disneyland, built Industrial Estates, the 

Science Park and much more.  

 

Today, the core challenge is to diversify and broaden our economy, both in function and 

reach. It is too unbalanced being over dependent on financial services and tourism, and is 

heavily focused on our engagement in the Mainland market. Developing new competences 

and industries, and finding new roles in the growing domestic economies of the wider ASEAN 

region, are essential to create the diversity and volume of employment necessary to tackle our 

high and widening wealth gap. 

 

Our greatest area of opportunity is in providing products and services to meet the 

demands and purchasing habits of the explosive growth in the increasingly affluent – 

and aging – middle class of this region. 

 

To achieve this, Government has three major roles:- 

- providing hard and soft infrastructure 

- providing policy support, including tax incentives 

- public investments to spawn new industries, and help existing industries to upgrade 

 

For government to be successful in performing these roles, it must first have a vision of our 

likely future economic strengths, of where windows will open for us and equally, where they 

may close. Nothing is for ever and we must be prepared, for example, for the probability that 

our independent roles as a free port, even as an air cargo hub, when we reach maximum 

capacity, and as an export oriented export hub may diminish over time. 

 

In all its forms, Hong Kong has always been a trading centre, and for many years has 

relied heavily on its participation in manufacturing. This is still at the core of our 

economy with manufacturing, trading and logistics, and our role as nerve centre to Hong Kong 

owned factories in Mainland China accounting for over 20% of our GDP. 
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Past distinctions between services and manufacturing are becoming increasingly 

blurred. Products today are bought primarily for their added value services.  Manufacturing 

(that is assembly – increasingly mechanised with robots replacing workers) is a small part of 

the cost and total product package. Employment and economic opportunity for Hong Kong lies 

in the area of adding value to products and the manufacturing chain as well as in other 

services. 

 

Nor should we dismiss Hong Kong as a manufacturing centre. Other high cost centers, such 

as Singapore and Switzerland, have a thriving manufacturing industry, and we would never 

have been able to build today’s key roles in trading and logistics without our manufacturing 

expertise. If we are to continue to develop those skills for the future, we have to look at 

Government support measures to bring back skills intensive rather than labour 

intensive manufacturing industry to Hong Kong.  

 

There are two other important macro issues that should drive our search for new opportunity. 

The first is that in our natural preoccupation with opportunities in, and cooperation with, the 

Mainland, we have lost sight of, and have seriously missed opportunities in the other 

rapidly growing economies of the Asian region, even to the extent that we find ourselves 

excluded from the ASEAN free trade agreement with China. With much of our economy 

growing in dependence or interdependence with the Mainland, our future economic 

uniqueness will rest increasingly on our revitalising our regional relationships. 

 

The second is that as the Mainland economic focus shifts from export to growth in the 

domestic economy, we need to supplement the geographic advantage of our PRD 

manufacturing base and our global linkages. We have to build new customer service links 

and relationships on the Mainland just as we have in the past in international markets, and 

must develop new ways to strengthen our supply chain management and presence in the 

Mainland market. Maintaining our headquarters role is vital to this. Just as our Government 

has sold Hong Kong around the world, it must now sell Hong Kong to China, most especially in 

the face of current negative attitudes to Hong Kong among the Mainland business community. 

 

With these underlying issues in mind we make the following specific recommendations to the 

Economic Development Commission (EDC). 

 

Strengthen representation in our key markets 

This is a priority role for Government in helping industry to adapt to new market challenges. 

The Chief Executive has placed much emphasis on the need to build a new system of 
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cooperation with the Mainland, and to strengthen the functions of our Representative Offices 

there. There is a parallel need for this in our ASEAN neighbours, including the opening up of 

Myanmar.  

 

The EDC should engage with the principal Chambers of Commerce to agree on priorities, 

objectives, areas of responsibility and recommended working relationships between industry 

and Government. 

 

Reinforce Hong Kong’s location advantage 

To counteract slippage in our geographical advantages, we should place emphasis on 

reinforcing our other location advantages. The importance of our Headquarters role is well 

understood but cannot be taken for granted. We ignore or underrate the issues of international 

education, affordability of housing, environment and mainland relationships through inward 

looking attitudes. 

 

We highlight five other areas where Hong Kong is well placed to reinforce its location 

advantage. These are:- 

• As a centre for Arts, Sports, Entertainment and Museums. Much has been achieved in 

all of these areas in recent years. All have excellent prospects in reinforcing Hong 

Kong’s identity and global standing as well as in broadening employment. The 

Commission should give priority to measures to grow these roles. 

 

• As a Convention and Conference centre. This is a highly competitive area, and we 

must keep ahead of our neighbouring competitors to maintain our leadership position. 

BPF has repeatedly stressed that expansion of the North Wan Chai Convention 

facilities on the existing site is vital, and the urgent need for this has been brought 

sharply into focus by the rapid emergence of Hong Kong as a leading international Art 

Market, and the problems we are facing in meeting the demands for exhibition space to 

service this. 

 

• As an Education Hub. We strongly recommend that the Administration review its policy 

on this. There is a huge demand for high quality education on the Mainland, and Hong 

Kong desperately needs to work to counteract an unhealthy ‘island mentality’ among its 

young people. We firmly believe that Hong Kong has the opportunity to create for itself 

a strong and lasting role as the Boston of Asia. This will be an important source of new 

employment and earnings for Hong Kong, expose our young generation to the world 

and attract new talent to Hong Kong. To achieve this, we do need to overcome 
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constraints to the internationalisation of our universities, most particularly the adequate 

provision of campus and hostel facilities. We cover other aspects of this under a 

separate heading for Human Resources. 

 

• As a Captive Insurance Centre for Mainland corporations’ overseas operations. This is 

work in progress and we are encouraged that it is being pursued with new vigour by 

FSTB and others. 

 

• As a Medical Informatics and Services Industry centre. Our location at the heart of the 

world’s greatest ever middle class expansion, coupled with aging populations and our 

excellence in healthcare expertise, both Western and TCM, provides us a major 

opportunity to be an innovation centre for health related products and services. This 

most particularly applies to health informatics, in which we have already achieved world 

leadership in hospital information systems, and where we already possess the platform 

from which to grow and generate a cluster of related start-ups and enterprises. This 

platform is the IT operations of the Hospital Authority (HA), which are themselves at a 

cross roads reflecting past success and current and future challenges. 

 

Over twenty years, starting from a zero base, HA has developed a state of the art 

hospital information system encompassing IT, digital imaging, accounting, costing 

(including DRG), patient record, drug formulary and other areas. The past emphasis on 

development of new hospital systems has, however, now shifted to current system 

maintenance, and to developing non-hospital systems for others, notably the territory-

wide electronic record system. The future of health IT lies in monitoring and ambulatory 

management, particularly in long-term care, prevention, primary and family care. Thus, 

the future of health informatics lies outside hospitals and with the consumers. However, 

the constraints of budgetary and operational priorities of HA militate strongly against the 

allocation of funding, management time and other resources to these opportunities for 

the domestic market, let alone the massive regional opportunity. 

 

The solution, both for the benefit of HA and to create a platform to leverage these skills, 

lies in spinning off the R&D element of HA IT into a new corporate identity commercially 

managed, and inviting investment from the wider IT industry tasked with developing 

new medical informatics systems and services for both the domestic and international 

markets. This approach converts a growing problem into a major opportunity. 
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Conduct and act on informed research and industry engagement 

In contrast to earlier years, Government support efforts over the past decade have been 

constrained by a lack of knowledge or real understanding of the needs and potentials of our 

industries, leading to a lack of focus in the provision of hard and soft infrastructure. A recent 

exception to this and a clear example for other industries has been this Administration’s 

engagement with all sectors of our Maritime industry, leading to initiatives both by Government 

and Industry participants. One priority area for such research is how and in what areas 

government can best support specialised manufacturing in Hong Kong through new industrial 

estates, low cost land and other measures. This research should include a review of plot ratios 

and height restrictions for both existing and new industrial estates to maximise available land 

usage. 

 

There should also be particular emphasis on reversing the current shrinkage in affordable work 

spaces which is currently throttling all types of economic activity, particularly smaller 

businesses and start-ups. 

 

Ignite innovation 

For the broadening of our economy lies in adding value, whether for the Mainland, ASEAN or 

Global markets, our industries and enterprises, both big and small, must constantly innovate.  

BPF has just completed a major study on Igniting Innovation in Hong Kong and is about to 

embark on a substantial programme of advocacy for change. 

 

The study has many recommendations but those of particular relevance to the Commission 

are:-  

• Aim to increase investment in innovation from the current 1% to 3% of GDP as a 

medium term goal. 

• Coordinate and strengthen the angel and venture capital industry, with government as 

co-investors. 

• Widen emphasis from focused R&D technology support in limited areas to the 

promotion of innovation throughout the economy, both in the public and private sectors, 

and including SMEs. 

• Establish a broad based Innovation Policy following the example of other successful 

innovating economies. 

• Establish clear commercially oriented leadership through the establishment of an 

independent non-government coordinating body, led by industry but sponsored by 

government.  The National Endowment for the Arts and Sciences (NESTA) of the UK 
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and Tech City Investment Organisation of the UK Trade and Investment are suggested 

models. 

• Establish a free territory-wide Wi-Fi service in Hong Kong starting in 2013 

 

In addition to our proposals for strengthening innovation and R&D in Hong Kong, we 

recommend that Government rethink its policy on giving financial support and other assistance 

to R&D by Hong Kong enterprises on the Mainland and to brand development by Hong Kong 

enterprises in the PRD. Limiting financial support to Hong Kong based operations misses the 

main opportunity to service the growing domestic market in Mainland China. 

 

Increase use of tax incentives  

Tax incentives are an extremely important Government tool in promoting new industries and 

initiatives. They are widely used by all our competitors but Hong Kong shackles itself by its 

reluctance to use them, inhibiting new sources of revenue in the process. A vivid example of 

how Hong Kong can benefit from enlightened tax relief policy and enhance Government 

revenue in the process is the emergence of Hong Kong as a leading wine trading centre 

following the removal of wine duties. This is of particular importance in promoting new 

industries, innovation, intellectual property and branding. Our tax base may be particularly low 

and relatively simple but our incentives for R&D, for example, are among the least favourable 

of Asia Pacific economies. 

 

Human Capital 

Resolving the wealth gap and broadening our economy both depend on developing the right 

mix of skills with flexibility to react to changing circumstances. There is much in our education 

system and the attitudes of both parents and students today which militates against this. We 

propose the following measures:- 

• Strengthen careers guidance. This is generally very weak in Hong Kong today with 

undue pressure on the young to aim for finance, law, accountancy and medicine 

regardless of aptitude. We are not alone in facing this problem and should learn from 

others how to address it. When, for example, some 40% of recent graduates in the US 

are in a job which does not require a degree and less than half of the graduates from 

Mainland universities have a job, there is a clear imbalance in the perception of 

opportunity between arts, sciences and vocational training. This is a major source of 

youth discontent and of failure to grasp economic opportunity.  

• Engage the business community to foster a culture of creativity and innovation in 

primary and secondary schools. This is the subject of a separate report in our BPF on 
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Igniting Innovation in Hong Kong and is a natural progression in the implementation of 

the new Secondary syllabus. 

• Encourage local tertiary students to be more mature and independent. Developing an 

international campus environment, to which we have already referred, would make a 

big difference. We also recommend introducing incentives for students to take a gap 

year and improving the availability of student accommodation, so that students can be 

required to live in halls for at least one term or one year. Mixing of students in this way 

would help overcome the insular silo and language problems of the current system.   

• Despite sustained focus on this issue, the language skills of our students remain deeply 

unsatisfactory and are a major constraint to career opportunity and to succeed in 

tertiary education. Exposure to other languages through exchange programmes, native 

language teachers and mixing of students are part of the solution. To put it bluntly, an 

education system, however good it’s syllabus, which delivers students who cannot 

communicate freely both verbally and in writing in the main languages of its economy – 

that is for Hong Kong, English and Mandarin – is a failure.  

• Establish a department of one or more Hong Kong universities in Qianhai to train talent 

for the professional services supporting international corporate headquarters activity – 

in particular financial services, accounting and legal services and English language.  

• Life-long learning, already well established in some professions, should be expanded 

and institutionalised, with ‘life–time education credits’ that can be used for all post-

secondary study at any age or stage of career. 

• Lift the income of the lower income group. We need to recognise and gain greater 

employer acceptance that this is the long-term solution to labour shortages, and a 

better way to help the working poor than subsidy or income redistribution. 

• Develop social enterprises and social entrepreneurship as part of an overall plan to 

foster community based business activity, to enhance and help rationalise existing 

informal employment (recycling for example), and provide an avenue for long-term 

(young) unemployed to reenter the workforce.  

• Start young. Focusing on the tertiary level is too late to produce a creative mindset. 

Place more emphasis on innovative and creative thinking at the primary and middle 

school level, and on developing a pool of teachers with this mindset. 

 

Regional long term planning 

Most of our current and past long-term planning has focused purely on Hong Kong, we 

recommend that the EDC consider the establishment of formal mechanisms to increase 

coordination of our long range planning with that of the Mainland, particularly in the areas of 

transportation, communications and the environment. In particular, we need to recognise and 
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prepare for the day when even the third runway at Chep Lap Kok is unable to meet future 

demands. 

 

To achieve this, we must improve the calibre and expertise of our planners and negotiators to 

match their Mainland counterparts. Matching freedom of Mainland access to the Hong Kong 

market with similar freedom of access to the Mainland market demands robust negotiation and 

diplomacy. Currently CEPA camouflages the reality of unequal rights to mutual market access. 

 

11 October 2013  

 




