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SCOPE OF A STUDY ON:

Economic development in the light of changed global circumstances --

Knowledge Economy Collaboration between China,

Hong Kong, Asia and Europe
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1.1.

1.2

1.3.

1.4.

Background

The opportunity for China to move to the next level of economic
performance in the modern economy has never been greater and more
relevant than it is today in the light of the global economic crisis and
changed world circumstances, as indeed is the best opportunity for Hong
Kong to provide significant support as China moves from the industrial
age into the modern post industrial economy.

However, this potential for collaboration between mainland China and
Hong Kong has only been perceived by too few people in Hong Kong and
in the mainland. There is a risk that this opportunity may by-pass Hong
Kong altogether, thus making Hong Kong less relevant to economic
development in China and the rest of Asia. This will not be an optimum
outcome for Hong Kong's own economic restructuring and
transformation; nor will it deliver any benefit to China’s modernization
and economic ambitions as reflected in China’s 11th Five Year Plan.

Sometimes, Hong Kong still has an inward-looking “City State Mentality”
and there is not enough awareness that Hong Kong must collaborate with
others, as it cannot transform itself fully using only the resources within
Hong Kong alone in a globalised economy. There is also a lack of full
awareness in Hong Kong of social and economic aspirations in the
mainland and the benefits of collaboration between the two different
systems -- 1) “ambition, strategy and commitment in the mainland” and 2)
“proven systems and implementation skills in Hong Kong” could bring.

In mainland China, despite strong commitment and good strategic sense,
there is not enough realization of the cultural, institutional and business
structure barriers built into the fabrics of business and society that could
slow down scientific, technological and business innovation significantly
and, therefore, stop or delay China from moving to the next level of



1.5.

economic achievements. According to surveys, “Shan Zhai”! (1l1%€), as a
manufacturing culture is supported by 50% of internet users, some
arguing for the illegal practice because the “culture” enables ordinary
people to use high-tech products. The issue of IPR infringement as an
economic development barrier is still not widely understood.

In parallel with many discussions amongst NGOs and studies in Hong
Kong, the Asia Pacific Intellectual Capital Centre and the Hong Kong
Foresight Centre looked into the subject of collaboration between
mainland China and Hong Kong in “Economic Innovation” in the context
of the current global financial crisis. Issues that we need to examine
include:

From Hong Kong’s verspective:

a) Existing economic development models in Hong Kong (i.e. four
economic pillars of “Finance”, “Trading”, “Logistics” &
“Tourism”) are unlikely to work as well in the future as they did
in the past. Despite past success, there may be structural and
cognitive barriers to Hong Kong achieving as much in future.
How can those barriers be broken and how can economic
innovations be encouraged in Hong Kong?

b) What are the unique attributes of Hong Kong? Has Hong Kong
ignored some of our own unique qualities? Has Hong Kong
closed its mind and is not looking into the “Don’t know that I
don’t know” box?

“T know that I “T know that

know” I don’t know”

“T don’t know that “T don’t know that

I know” I don’t know”

c) Do we really know everything there is to know about China’s
social and economic ambitions? Do we understand the strengths
and weaknesses of scientific and technology innovation in the
mainland? Have we exploited Hong Kong’s potential fully for
Hong Kong’s own benefit and for the benefit of China and Asia?

! :»Shan Zhai” is a manufacturing practice and a culture of condoning IP Rights infringement. “Shan Zhai”* goods

are packaged similar to genuine products to flood the market with low prices.



d) What will be the economic role for Hong Kong in the China, Asia

and global contexts?

From mainland China’s verspective:

e)

China does not want to remain a low and mid-level manufacturer
of goods that other people design. But can companies in mainland
China innovate? If not, what are the barriers?

What are the missing elements, for example systems and
institutions, culture, knowledge and implementation skills that
would enable China to rise to the top of the technological value
chain and compete with the best in the world? What would speed
up this process? Would collaboration with Hong Kong and the rest
of the world help speed up change?

China has shown extraordinary creativity in her economic
development process, such creativity include taking on ideas that
are borrowed. How can such extraordinary creativity, efficiency
and ability to drive down costs be adopted for the benefit of the IP
owners as well as the “Shan Zhai” factories (for example through
collaboration with Chinese and foreign owned manufacturers and
moving toward the direction of creating an agile supply chain).

In early 2006, China launched a 15-year plan for science and
technology as the first steps towards the goal of becoming a world
leader by 2050. There is no shortage of funding and investment, but
there are quality, originality and efficiency issues to overcome.
Since the “Reform and Opening” that releases productivity in
China started with collaboration with Hong Kong in the low-end
manufacturing 30 years ago, are there opportunities for further
collaboration with Hong Kong?

Does Hong Kong have a role to play in China’s economic
development to the next level?

2 Goals, objectives and project scope:

2.1.

2.2.

The "China-HK-Asia-Europe" perspective in the title suggests that the
proposed “China-Hong Kong Knowledge Economy” initiative should
better exploit Hong Kong’s unique quality -- Asian, Chinese and Western
at the same time.

Unleashing the strategy and measures of the “Knowledge Economy”
upon HK and China should be more apparent in the light of the current
financial crisis. However, probably because of past economic success,
Hong Kong sometimes does not take the effort to try to understand
mainland China’s political and economic systems and break-neck speed
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of development. Hong Kong may have ignored many of its own
weaknesses and may have lost sight of the many opportunities in the
China, Hong Kong, Asia and global context.

2.3. From various people we came into contact with in the mainland and
increasingly in the Hong Kong mass media, we now understand that
mainland China is looking for support from Hong Kong -- particularly
using Hong Kong's strength in its service industry and its separate
economic, administrative and legal regime -- to help China's economic
development.

24. Developed countries in Europe and some ASEAN countries are also
actively seeking economic cooperation with China through Hong Kong.

2.5. The main scope of this economic study, therefore, is to:

a) Re-examine some of the advantages China in collaboration with HK
have, find out how to make best use of them and determine what
measure should be taken to develop those advantages, such as

V' China’s strong scientific and technology R&D capacity, a continent
size market, good strategic sense, economic development ambitions,
vast pool in increasingly high-quality knowledge based “People Power”
and momentum of its explosive economic development in 30 years of
“Reform and Opening”

v Hong Kong’s strong producer’s service, strong implementation skill,
and market development capability, a separate legal system and the
ability to function in both the Chinese and Western cultures.

b) Examine China’s scientific and technology innovation systems and
find out what might be their weaknesses and how more values can
be extracted through cooperation with Hong Kong, Asia and
Europe.

c) Propose a new economic role for Hong Kong and what role HK might
play in Mainland China's economic re-structuring and development
and how to implement those roles to the benefit of HK and Mainland
China as a whole.

d) Propose collaborative concepts at a strategic level, as well as specific
implementation support measure at a practical operational level.

e) Although China-ASEAN and China-Europe relationships are not the
main focus of this study, the fact that Hong Kong may have a role to
play in Asian and European economic development, the
China-ASEAN relationship and the China-Europe relationship can be
seen as a bonus to this study.



2.6. If feasible and appropriate, econometrics (quantitative economics)
models to be conducted by CASS will be part of the deliverable.

2.7.  The other deliverable that needs to be taken into consideration from the
start is the capacity to publicise the report to the general public in Hong
Kong and to bring the report to the attention of policy makers within the
HKSAR Government and in Mainland China at the Guangdong
Government and Central Government levels.
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