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Executive Summary
The Guangdong-Hong Kong-Macao Greater Bay Area (GBA) is one of China’s most
open economic regions. Industries in the GBA are moving towards more high-tech and
higher value-added development through transformation and upgrading. Local
enterprises are actively seeking co-operation and partnership with foreign parties to
tap new markets and explore further business opportunities. In contrast to processing
trade and production activities in the past, these new operations usually involve more
complicated commercial and legal arrangements and may even touch on the rights
and interests of third parties or foreign enterprises. GBA enterprises are therefore in
great need of professional services to effectively deal with foreign-related business
matters and respond in a timely manner to commercial disputes and other challenges.
In recent years, the international trade and investment environment has also become
more complex. Some economies have introduced trade barriers against imports from
China on the pretexts of anti-dumping or countervailing, and the negative impression
that intellectual property right infringement is rampant among mainland enterprises is
widespread. GBA enterprises are facing an increasingly difficult external business
environment against this backdrop.
For example, in a report released by the Organisation for Economic Co-operation and
Development and European Union Intellectual Property Office in 2019, mainland China
was regarded as a major source of counterfeit products. In its recent trade disputes
with China, the United States has accused China of stealing intellectual properties and
trade secrets from the US, and forcing the transfer of technologies from foreigninvested enterprises (FIEs). Since 2018, the US has repeatedly levied additional “301
tariffs” on mainland products with an export value of hundreds of billion US dollars.
Whilst claiming to be concerned about national security, the US has also imposed trade
restrictions on exports to certain Chinese technology companies. While the US and
China have concluded the first phase of Economic and Trade Agreement in January
2020, and China has put in place new laws and regulations including Foreign
Investment Law to strengthen FIE protection, the US and other trading partners are
still keeping an eye on China’s actions in such areas as intellectual property protection,
technology transfer and government subsidy. As allegations against mainland
enterprises and commercial disputes involving them are unlikely to disappear in the
near future, the operation of GBA enterprises heavily engaged in foreign trade may be
disrupted and they may need to seek professional services to help them overcome
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these challenges.
Mainland cities within the GBA and the Pearl River Delta region have gradually built up
a network of modern industry. Local manufacturers are now more willing to invest in
automated production plants in order to elevate their productivity and output quality.
They have also increased their investment in advanced technologies including the
internet of things, big data analytics, new generation communications, artificial
intelligence and robotics applications. Some enterprises have transformed their
operation from processing trade to the production, retail and branding of original
designs to expand their domestic and overseas markets further. They have also
applied for patent registration for these designs and technologies to protect their
intellectual property.
In recent years, the earnings before tax for industries in Guangdong province has
gradually risen from a rate of 8.4% in 2000 to 9.5% in 2018, indicating that the
transformation and upgrading have started to yield results. As the top national spender
on R&D, Guangdong province is pooling R&D activities in the GBA, building up
strength in the region. The rapid growth in the province’s overall applications for
trademark registration also points to the fact that GBA enterprises are stepping up their
efforts to protect their brands through trademark registration.
In the face of intense market competition and external challenges, most GBA
enterprises, particularly those striving to “go out” for international development,
indicate that they need proper professional input to support their business strategies.
According to many service providers, when small and medium-sized enterprises
(SMEs) on the mainland are confronted with more complicated commercial
arrangements and international operation, they lack the resources to understand the
laws and regulations of overseas markets. Compared with large enterprises, SMEs
have even greater needs to seek cross-border professional support for services and
solutions involving market strategy, intellectual property management, tax planning
and risk control. Assistance is also required in responding promptly and actively to local
or foreign allegations of dumping, intellectual property infringement and other natures,
and in securing cross-border mediation, arbitration and litigation management services
for trade disputes that involve third or multiple parties. Such services should help them
meet challenges in an effective and timely manner to ensure the sustainable
development of their businesses.
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Guangdong, Hong Kong and Macao’s gradual introduction of the liberalisation
measures under the CEPA and GBA plan has attracted many mainland professional
service providers to step up co-operation with their Hong Kong and Macao
counterparts in providing more cross-border services to mainland enterprises
operating in GBA. For Guangdong province, it has gradually rolled out a policy of “early
and pilot implementation” in recent years, putting in place trial measures for Hong Kong
(and Macao) law firms to form partnership associations with mainland law firms with
the approval of the Ministry of Justice. The mainland also concluded a revised
agreement on trade in services with Hong Kong in November 2019 under the CEPA
framework, further lowering the threshold for Hong Kong companies and professionals
to access the mainland market. One example is the removal of the minimum capital
input requirement for the Hong Kong party in its partnership association with a
mainland law firm, with effect from June 2020, so as to provide Hong Kong’s small and
medium-sized law firms with easier access to the mainland market.
However, according to some service providers, many mainland enterprises do not fully
understand their need for professional input, nor do they have a good grasp of the uses
and benefits of these services. For example, not many enterprises know how to engage
legal services for meeting compliance requirements and devising risk prevention plans.
This is particularly the case with smaller enterprises in dealing with foreign parties. In
addition, mainland enterprises lack effective channels for sourcing professional
services, and proper platforms for accessing cross-border service support. On the
whole, mainland enterprises do not have much idea about the professional service
providers of Hong Kong. As for Hong Kong, some service providers point out that they
have encountered many practical problems in providing cross-border services, as they
are not well versed in the mainland’s tax regime, foreign exchange and other
commercial and management systems. They also lack marketing and support
networks on the mainland. In fact, most Hong Kong service providers are SMEs with
limited resources, and therefore find it difficult to engage with the right mainland
enterprises in the GBA and provide them with effective services.
In view of this, service providers have proposed that Guangdong, Hong Kong and
Macao should work together on promotion activities in GBA so that mainland
enterprises can learn more about the professional services available. Assistance
should be given to the service sectors of the three regions to set up a professional
platform to facilitate cross-border service co-operation. In addition to providing
business matching services, measures should also be taken to promote exchanges
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and discussions about cross-border co-operation among service providers in
Guangdong, Hong Kong and Macao, and to help small and medium-sized service
providers access the mainland market in GBA. Some service providers suggest that
the mainland could help them tackle the foreign exchange, tax reporting and other
practical problems they face. In the long run, the authorities could provide further
measures under the existing co-operation framework, such as those facilitating Hong
Kong’s small and medium-sized service providers to set up a presence more
conveniently in the mainland cities of GBA and other areas in Guangdong province to
help mainland enterprises handle foreign-related business matters. In this way, GBA
can draw on professional expertise more efficiently to push forward its industrial
transformation and upgrading process.
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1. Industrial Transformation and Upgrading in
the GBA: Trends and Challenges
1.1

Challenges Posed by the Changing External Environment

The Guangdong-Hong Kong-Macao Greater Bay Area (GBA) is one of the most open
and economically vibrant regions in mainland China 1 . In the face of intensifying
international competition, slowing global economic growth, rising production costs and
labour shortages on the mainland, the industrial sector in the GBA is transforming and
upgrading itself. Many enterprises in Guangdong, Hong Kong and Macao, are not only
developing higher value-added businesses relying on their own resources, but also
capitalising on the regional advantages and economic resources of the area to
enhance their competitiveness. They are putting great effort into planning their GBA
and international business strategies to achieve sustainable development in the
medium to long term.
Enterprises in the area have long co-operated to jointly explore opportunities in both
the mainland and overseas markets. The Outline Development Plan for the
Guangdong-Hong Kong-Macao Greater Bay Area issued by the central government in
February 2019 will help enterprises in the GBA to pursue further joint development. For
example, they can use the improved transport networks in the GBA and the simplified
customs clearance in the area to raise the efficiency of cross-border logistics, and take
advantage of the connections between the GBA and foreign business partners to
strengthen co-operation on high-tech projects. They can also leverage on the
production capacity of the Pearl River Delta (PRD) to co-ordinate with other mainland
regions and other Asian supply chains to lower operating costs, and take advantage of
the complementarity in the GBA to expand the mainland and overseas markets further.
As the central government continues to liberalise market access for foreign investment,

1

According to the Outline Development Plan for the Guangdong-Hong Kong-Macao Greater Bay Area,
the GBA includes the Hong Kong Special Administrative Region, Macao Special Administrative
Region, and nine cities in the Pearl River Delta region in Guangdong province (namely Guangzhou,
Shenzhen, Zhuhai, Foshan, Huizhou, Dongguan, Zhongshan, Jiangmen and Zhaoqing), covering a
total area of some 56,000 square kilometres.
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deepen pre-entry national treatment and the “negative list” management system, and
lower import tariffs, it can be expected that enterprises in the GBA will have more
opportunities for co-operation with foreign partners.
However, as the international trading and investment environment becomes more
complicated, increasingly tariff and non-tariff trade barriers have been erected against
Chinese products. In particular, as trade frictions between China and the US continue
against the backdrop of the rising US-China trade deficit, the US has again initiated a
Section 301 investigation2 against China in 2017 on the grounds of alleged theft of
intellectual property (IP) and trade secrets. Starting in 2018, the US has levied several
rounds of additional “Section 301” tariffs on China-origin products worth hundreds of
billions of US dollars. The US Department of Commerce has also included a number
of Chinese technology enterprises on its Bureau of Industry and Security Entity List for
national security reasons. Despite the signing of the Phase One US-China Economic
and Trade Agreement by the two countries at the White House on 15 January 2020,
these developments have caused concern to many mainland enterprises, especially
those in the GBA which are heavily engaged in foreign trade. These businesses are
inevitably forced to review and adjust their development strategies, while proactively
seeking professional service support to tackle the new challenges.

1.2

GBA Trending Towards High Value-Added Business

Following years of development, mainland cities in the GBA and surrounding regions
of the PRD have gradually established modern industrial systems to become one of
the most important production bases in the world. Nevertheless, rapid advances in
technology around the globe, intense competition from mainland and foreign rivals,
and external factors such as foreign trade barriers, all constrain the growth of GBA
2

On 18 August 2017, USTR announced that Section 301 of the Trade Act of 1974 was initiated to
investigate the unfair acts of China related to technology transfer and intellectual property. Source:
https://ustr.gov/about-us/policy-offices/press-office/press-releases/2017/august/ustr-announcesinitiation-section
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enterprises. In response, many manufacturers in the GBA are investing in factory
automation to save labor costs, revamping supply chains to lower financial, logistics
and other operating costs, or strengthening technology research and development
(R&D). Meanwhile, a number of start-ups have emerged targeting advanced
technology sectors, such as IoT (internet of things) applications, big data analytics,
new-generation communications, artificial intelligence and robotic applications, in the
hope of developing higher value-added business. At the same time, they seek
international partners and professional services through places like Hong Kong to
enhance their competitiveness and meet the external challenges.
While the rate of growth of Guangdong industry has gradually fallen from double digits
to 6.3% in 2018, the overall industrial scale of the province still maintains a steady
growth pace thanks to the increasing competitiveness of enterprises. The average pretax profit margin of Guangdong’s industrial sector rose from 8.4% in 2000 to 10.3% in
2017 and 9.5% in 2018, reflecting the effects of transformation and upgrading. In
particular, as more and more enterprises are using higher precision automated
equipment to produce better quality products and develop higher value-added
business, both their business revenue and competitive edge have been on the rise.
It is worth noting that the share of high-tech manufacturing in Guangdong’s overall
industry gradually rose from about 20% in 2000 to 32% in 2018. The products
manufactured are mainly electronics and communications equipment and computing
equipment, which together account for about 90% of the value-added of the high-tech
manufacturing industry. The PRD is an important centre for the production of a wide
range of terminal products including computers, communications equipment and
consumer electronics. Nevertheless, many manufacturing activities still rely on
imported key parts and components such as chipsets and semiconductor products.
The profits from the assembly work of these enterprises are therefore limited, and
further upgrading is needed to raise the value-added of their businesses.
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Other high-tech products include chemicals, drugs, medical equipment, and aviation
and aerospace equipment. A wide range of advanced manufacturing activities also
take place in Guangdong, including general and special purpose equipment
manufacturing, automobiles and petroleum processing. A diversity of consumer
products and daily necessities are also produced, including sporting and entertainment
goods, textiles, garments, and food products.
Fuelled by its vibrant manufacturing base, Guangdong’s exports are expanding rapidly.
In 2018, the province’s total exports reached US$647 billion, accounting for 26% of
mainland China’s total exports. The share of new and high-tech products in
Guangdong’s exports rose from just under 20% in 2000 to 36% in 2018, in line with the
overall industrial development of Guangdong. Export products include consumer
goods such as household goods and toys, as well as light industrial products like
textiles, plastic/rubber products, and footwear and headgear. All these indicate that the
PRD is one of the world’s most important production and export bases for light
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industrial goods.
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1.3

Developing Technology and Branding Business

Many GBA enterprises are restructuring to develop higher value-added business.
While some industry players choose to relocate low-end production or sourcing
activities to lower-cost regions in the mainland or overseas, the majority of
manufacturers opt to remain in the GBA. Enterprises in the GBA and other areas in
Guangdong are increasingly willing to invest in R&D to raise the value-added of their
products and business. Some enterprises seek to shift from assembly manufacturing
to original design manufacturing (ODM), retail and branding. They can then expand
domestic sales and build overseas sales networks, whilst reducing their reliance on
labour-intensive and low value-added production. Nevertheless, a small number of
players which cannot adapt and remain uncompetitive may be forced to close down.
In order to move up the value chain and develop higher-value business, a number of
enterprises in the GBA and other area of Guangdong province have chosen
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technological innovation as their major development strategy. R&D activities in
Guangdong have been growing speedily in recent years. The R&D spending of the
province more than tripled from Rmb80.9 billion in 2010 to Rmb270.5 billion in 2018,
accounting for 14% of the national total. Its R&D spending now ranks top nationwide,
followed by Jiangsu province (13%) and Beijing municipality (10%). In 2018,
Guangdong’s R&D spending accounted for 2.78% of its provincial GDP, higher than
the national average of 2.19%. It is worth noting that over 90% of Guangdong’s R&D
activities concentrate in the nine mainland cities in the PRD/GBA, with Shenzhen,
Guangzhou, Foshan and Dongguan being the leading R&D bases. In 2017, the R&D
expenses of these four cities accounted for 82% of the provincial total. Technological
strengths of these four cities should not be overlooked.

With regard to the intellectual property rights (IPRs) that could mirror the technological
achievements to certain extent, the number of patent applications originating from
Guangdong has been climbing in recent years. It amounted to over 790,000 counts in
2018, accounting for 19.1% of the national total, surpassing Jiangsu’s 600,000 and
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Zhejiang’s 460,000 applications to rank top in the country 3 . This huge number of
applications shows that industry players are attaching increasing importance to IP
protection. However, most of these applications are for utility model patents and some
for design patents. Indeed, they are largely related to production processes and the
exterior design of products. The number of applications for invention patents closely
related to front-end technology accounts for less than 30% of the total applications. In
the meantime, the number of grants of invention patents only accounts for about 11%
of all the patents granted to the applicants of the province. Looking at this from another
angle, in 2017, for every 1,000 researchers4, the number of grants of invention patents
to Guangdong’s resident applicants was 80.9, coming close to the national average of
81.1. By comparison, the numbers of such grants to Japan and South Korea were 176
and 193 respectively, and 110 to the US 5 . All these reveal that R&D activities in
Guangdong largely focus on manufacturing. While the province’s achievements in
higher-value front-end R&D are on a par with the national average, its performance
and efficiency lag behind that of advanced countries such as the US, Japan and South
Korea.

3
4
5

Source: China National Intellectual Property Administration
R&D personnel full-time equivalent.
(i) The figure for the US is an estimate.
(ii) The figures are compiled from various sources and databases, including China Statistical Yearbook,
Guangdong Statistical Yearbook, UNESCO Institute for Statistics, OECD database, and WIPO
database.
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Many enterprises in the region seek to advance by placing emphasis on marketing,
and make a great effort to shift from original equipment manufacturing (OEM) to higher
value-added ODM and own brand manufacturing (OBM). Guangdong enterprises are
particularly enthusiastic in developing brands. In recent years, many industry players
and individuals have been applying for trademark registration in the hope of obtaining
rights to protect their brands from being copied or infringed upon. In fact, the number
of applications for trademark registration submitted by China has been surging in
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recent years to reach 7.37 million in 2018, ranking first globally for over 10 years
consecutively. Among all provinces in the mainland, the number of trademark
registration applications submitted by Guangdong is the highest, accounting for 20%
of the national total in 2018, far surpassing Zhejiang (9%) which came second. The
GBA/PRD, as one of the mainland’s manufacturing and export bases for traditional
light industrial goods, has intensive production and sales activities. A great number of
manufacturers and distributors are willing to make efforts to apply for trademark
registration in the course of their brand development.

Although submitting an application does not mean the applicant can succeed in
registering the trademark and transforming it into a brand with commercial value, in
order to develop a brand, trademark rights must come under effective protection before
the OBM business can succeed. Enterprises in Guangdong therefore place great
emphasis on protecting their trademark rights and preventing infringement so that they
can develop their brand. In recent years, the number of trademark registration
applications submitted by Guangdong province as well as on the mainland has been
rising rapidly. This reveals that mainland enterprises are accelerating their pace of
brand development.

11
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1.4

Trade Barriers in Overseas Markets Create Uncertainty

In recent years, many overseas markets have erected trade barriers against products
originating from mainland China. One of the reasons is that although mainland
enterprises have been working on product design, quality and technology, many of
them still rely on low prices to compete. This has concerned the US and European
countries which fear that cheap Chinese products will threaten their local industries.
The trade measures these countries have introduced against mainland-origin goods
have weakened the ability of mainland enterprises to expand overseas. For instance,
by the end of 2019, the US had implemented anti-dumping measures on 140 products
originating from mainland China and countervailing measures against 74 mainlandorigin products, vis-à-vis 121 and 53 products respectively as of end-2017. At the end
of 2019, the EU had imposed anti-dumping measures on 58 mainland-origin products
and countervailing measures on seven mainland products. Products affected include
metal, chemical and industrial products as well as certain consumer goods. Antidumping or countervailing duties ranging from a few percent upwards were imposed
on the affected products. In some cases, the additional duties even exceeded 100%,
making it very difficult for these mainland products to enter the overseas markets.

Anti-dumping Measures Taken by US and EU against Chinese Products

Anti-dumping measures: cases in force
Anti-dumping measures: cases under investigation
Countervailing measures: cases in force
Countervailing measures: cases under investigation

US

EU

140 (121)

58 (56)

2 (8)

5 (5)

74 (53)

7 (6)

2 (6)

2 (2)

Remark: Figures as at end December 2019 (figures in brackets are figures as at end December 2017).
Source: Trade and Industry Department, HKSAR Government
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As foreign countries in general suspect Chinese enterprises of IP infringement, they
hold a negative view towards products made in China. A report released by the
Organisation for Economic Co-operation and Development (OECD) and European
Union Intellectual Property Office (EUIPO) in March 20196 stated that even though the
growth of total global trade remained slack in the past years, trade in counterfeit and
pirated goods expanded steadily, accounting for about 3.3% of global trade currently.
Footwear, garments, leather goods, electrical appliances, watches, medical equipment,
perfumes, toys, jewellery and drugs made up the bulk of these goods, according to the
report. Such trading had created huge profits for organised crime syndicates while
undermining the interests of the companies and governments concerned. In addition,
counterfeit medical supplies, auto parts, toys, food products, cosmetics and electronic
products posed a threat to public safety and health.
The OECD/EUIPO report indicated that the majority of counterfeit goods discovered
by the customs were sourced from mainland China as well as Hong Kong that plays
the role of re-export hub. Other sources included UAE, Turkey, Singapore, Thailand
and India. The US was the country most affected by counterfeit products, with 24% of
its brands and patents infringed upon, followed by France (17%), Italy (15%),
Switzerland (11%) and Germany (9%).
This OECD/EUIPO report was compiled based on customs data collected in 2016.
During that year, the value of counterfeit goods worldwide amounted to US$509 billion7.
The report reckoned that about 47% (US$23.9 billion) of the counterfeit products were
exported from China and 16% (US$8.3 billion) were re-exported through Hong Kong.
Although this figure of US$23.9 billion only represented a minute fraction of China’s
total export value (US$2.1 trillion) that year, and despite China actively stamping out
counterfeit products and tightening punitive laws and regulations against illegal
syndicates and infringers in recent years, many countries continue to view Chinese
products as counterfeit and pirated goods. This has put compliant mainland enterprises

6
7

OECD and European Union Intellectual Property Office, “Trends in Trade in Counterfeit and Pirated
Goods”, March 2019.
This figure did not include counterfeit goods produced and consumed domestically or pirated goods
distributed via the internet.
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at a disadvantage when disputes or allegations arise, and undermined the reputation
of mainland enterprises on the international market.
Meanwhile, the Office of the United States Trade Representative (USTR), based on
the relevant regulations and Section 301 of the Trade Act of 1974, conducts annual
reviews on IP protection and enforcement by trading partners of the US, and has for
many years been placing China on its Priority Watch List. In the annual Special 301
Report issued by the USTR in April 2019, it stated that China had to strengthen IP
protection and enforcement in such areas as theft of trade secrets, online infringement
and counterfeits, production and export of counterfeit goods, and impeding drug
innovation. The Special 301 Report quoted data on China as a counterfeit and pirated
goods exporter from the above OECD/EUIPO report. It also claimed that American
brands had for many years been plagued by the problem of malicious trademark
snatching by third parties in China, which damaged the goodwill and undermined the
interests of the US trademark right holders. The Special 301 Report also expressed
concern that as China emerged as the largest e-commerce market in the world, online
piracy and transactions of counterfeit goods via e-commerce would seriously harm the
interests of the rights holders in the US.
Also, since July 2018, the US has in several rounds levied additional Section 301 tariffs
on products imported from China worth hundreds of billions of US dollars. In November
2018, USTR again published an updated report 8 on China’s acts, policies and
practices related to technology transfer, IP and innovation, questioning China’s
technological innovation achievements as well as accusing China of conducting and
supporting online IP theft of trade secrets and technical data and forced technology
transfer. The report also alleged that the Chinese government had encouraged
mainland enterprises to systematically acquire US companies and assets in order to
obtain state-of-the-art technology and IP, for example through venture capital
investment in technology centres such as Silicon Valley.

8

“Update Concerning China’s Acts, Policies and Practices Related to Technology Transfer, Intellectual
Property, and Innovation”, Office of the USTR, 20 November 2018.
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In response to these allegations, the central government has recently introduced
several policies and measures. For instance, the State Council executive meeting
convened on 16 October 2019 announced that efforts would be made to create a more
favourable business environment to better utilise foreign capital and protect the legal
rights of foreign investors. Actions taken include expressly making it illegal to force
foreign investors and foreign-invested enterprises to transfer their technology to
Chinese partners, protecting trade secrets according to law, and improving the
judgement notification and removal rules regarding patent infringement on ecommerce platforms. Also, on 7 November 2019, the State Council published the
Opinions on Further Improving the Utilisation of Foreign Investment (Guo Fa No.23
[2019]) setting out 20 policy measures. These measures include: full implementation
of the Foreign Investment Law and its implementing rules and supporting measures
that took effect from January 2020; ensuring the effective enforcement of the various
systems under the Foreign Investment Law; protecting the legal rights and interests of
foreign-invested enterprises; prohibiting administrative departments and their staff
from forcing foreign investors and foreign-invested enterprises to transfer their
technology by way of administrative permission, supervision, inspection, or
administrative coercive measures.
Meanwhile, the China National Intellectual Property Administration (CNIPA) and other
relevant departments are set to strengthen IP protection. Steps have been taken to
strengthen system building and improve regulatory and policy systems, such as
amending relevant laws and regulations including the Patent Law and Trademark Law,
as well as increasing penalties for infringement. The State Administration for Market
Regulation (SAMR) has also issued the Work Plan for Crackdown on Counterfeit and
Shoddy Goods in Key Fields (2019-2021) in a bid to greatly enhance the enforcement
of market regulations, including strengthening market inspection to stamp out illegal
infringements.
In spite of these efforts, European countries and the US are still adopting a wait-andsee attitude. In particular, in the midst of US-China trade disputes, apart from the USChina trade deficit, issues such as technology transfer and IP remain the focus of
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contention. Recently, after several rounds of trade talks between delegations from the
US and China, consensus on the Phase One US-China Economic and Trade
Agreement was reached on the basis of equality and mutual respect. The agreement,
signed in the US on 15 January 2020, states that actions will be taken to enhance cooperation in trade, expanding trade in farm products, manufactured goods, energy and
services; and further liberalise market access to provide more opportunities for
enterprises in both countries. In return, the US pledges to remove or delay some of the
additional tariffs on Chinese goods. The agreement also includes items on improving
the business environment, with both parties pledging to strengthen IP protection and
encourage voluntary technological co-operation to promote fair competition and
support the innovation and development of market players. A bilateral assessment
mechanism will be set up to promptly and effectively settle economic and trade
disputes. Even after the signing of the agreement, the US has pointed out on several
occasions that it will closely monitor the implementation of the agreement, as will other
trading partners.
Obviously, the US and other trading partners will continue to keep an eye on China
concerning the implementation and development of protective measures to safeguard
IP, technology transfer, etc. To compound the problem, enterprises and consumers in
these countries are still of the view that Chinese products are low-end in general. This
impression of China-made counterfeit and pirated goods is unlikely to quickly
disappear. This inevitably impacts on the international business of mainland
enterprises. In addition, some mainland enterprises have little understanding of foreign
laws and regulations or international business practices. Consequently, when they are
accused of dumping, infringement, or inappropriately obtaining trade secrets, they do
not know how to deal with the situation. Hence, enterprises in the GBA and other parts
of the mainland require professional services to help them control risks, respond to
foreign accusations, and comply with trade measures, so that they can continue to “go
out” and expand their business overseas.
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2. Tackling External Challenges by Leveraging
Services of Global Standards
2.1

Challenges Facing Businesses in the GBA

Many businesses in the GBA are looking for suitable professional service providers to
help devise more effective business plans and ensure sustainable growth. Guangdong
is not only a leading mainland province in terms of foreign trade but also one of the
major sources of China’s outward direct investment (ODI). With direct investment
outflows topping US$143 billion in 2018, China was ranked as the world’s second
largest source of ODI, trailing only Japan (US$143.2 billion). At the end of 2018,
mainland investors had directly set up companies in 188 – or over 80% of – countries
or regions around the world, including more than 10,000 companies in countries and
regions along Belt and Road routes. Official statistics also show that Guangdong
topped the national league in terms of ODI flow and year-end stock in 2018.9 This
reveals that despite the sluggish global economy, businesses in the GBA and other
parts of Guangdong are forging ahead with their “going out” strategy. In addition to
trade, these companies are seeking investment and other business co-operation
opportunities in overseas markets.
Nevertheless, the increasingly challenging external environment is hurting GBA
businesses that have set their sights on “going out”. In view of this, with the support of
the Department of Commerce of Guangdong Province, HKTDC Research conducted
a questionnaire survey in the GBA in the third quarter of 2019.10 The survey found that
86% of respondents said their business operations faced challenges over the past year.
A combined 40% said their foremost concerns were weak local and overseas markets
as well as inadequate orders, while 38% said they were affected by rising labour, land
9
10

Source: 2018 Statistical Bulletin of China’s Outward Foreign Direct Investment
A total of 375 questionnaires were collected in the survey. 277 valid questionnaires were completed
by Guangdong enterprises, with 90% located in the nine mainland cities within the GBA and the
remainder situated in other parts of Guangdong. The respondents were engaged mainly in
manufacturing (25%), import/export trade (21%) and professional services, including
financial/legal/accounting services (18%). Some were in other service sectors, such as logistics,
information technology and technology R&D.
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and/or other production costs. 33% said they faced financing difficulties and rising
capital costs. Other challenges cited were uncertainties brought by trade barriers
against Chinese goods in overseas markets (25%) and keen competition in
international markets and lack of competitive brands to help expand markets and
business (22%).
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To tackle these challenges, 89% of the enterprises surveyed indicated that they would
consider adjusting their business/operating strategies and making relevant
investments in the next one to three years. Among these, 48% said their preferred
option was to develop the mainland market, 47% indicated that they would develop
more Belt and Road and other emerging markets, 36% said they would
develop/promote their own brands, and 31% said they were looking to improve product
design and technology R&D capability. During the survey period, China’s foreign trade
was affected by the US-China trade disputes and the international market was full of
uncertainties, as global economic growth was slowing. Despite this, 76% of the
enterprises polled said they would consider “going out” to capture opportunities
overseas in the next one to three years. Among these, relatively more enterprises (66%)
indicated interest in Southeast Asia, including the 10 ASEAN nations and Belt and
Road countries, followed by advanced economies, such as Europe, the US and Japan
(41%). This shows that despite US-China trade tension and other uncertainties, these
enterprises have not given up on opportunities in such markets.
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2.2

Keen Demand for Professional Services

In view of fierce market competition and a host of external challenges, practically all
(more than 99%) of the respondents that intended to “go out” indicated that they
needed professional services to support their overseas ventures. Among these, 49%
said they were interested in marketing activities tailored for overseas and Belt and
Road markets, while 47% were looking at marketing strategies for developing new
business and new markets. Other professional services needed included product
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development and design (31%), banking, financing and project valuation (30%), brand
design and marketing strategies (30%), legal and accounting services (30%), as well
as IP services concerning trademarks and patents (22%).

When looking for professional services support, 56% of the enterprises considering
“going out” said they would first try to source support locally on the mainland. But many
would also seek services outside the mainland at the same time, and Hong Kong was
the preferred destination for the largest number of enterprises, chosen by 50% of all
these enterprises. Other preferred destinations included the US (23%), Singapore
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(21%), Japan (14%) and Germany (14%).

It is noteworthy that among those enterprises particularly seeking to expand into
advanced countries, Hong Kong was the top choice for securing professional services
(56%). Among enterprises considering going to Belt and Road countries, the proportion
of those picking the mainland (53%) and Hong Kong (52%) to look for professional
services was similar. Overall, the survey results show that Hong Kong is regarded as
an important services platform for mainland enterprises that are considering “going
out”.
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2.3

Views of Hong Kong’s Professional Service Providers

Hong Kong is a key commercial and trading platform for GBA’s mainland enterprises
to access professional services. Over the years, Hong Kong has assisted mainland
enterprises in handling their external trade and investment activities. In planning for
business development, most enterprises tend to give priority to securing enough orders
and expanding their market to ensure sustainable operation. In addition to production,
enterprises are looking at issues such as product development and design, and the
financing of their operation. As they develop their international operations, however, a
growing number of mainland enterprises have come across trade measures and legal
issues that have targeted China specifically in recent years. At the same time, the
mainland authorities are increasingly taking more stringent actions against
infringement of IPRs and other illegal activities. Mainland enterprises are therefore
forced to pay attention to compliance issues and exercise extra caution when “going
out” in order to meet the legal requirements of their overseas investment destinations
or target markets.
Against this background, “going out” enterprises require legal, accounting and other
professional service support, including due diligence reviews to be conducted
overseas, commercial consulting to understand the investment environment and
associated risks of overseas markets, and the preparation of precautionary plans so
as to reduce the risks involved when expanding the market. On the other hand, more
and more enterprises are addressing IPRs in order to effectively respond to allegations
whenever necessary, while protecting their R&D efforts and corporate brands on the
mainland and in overseas markets. As a result, many enterprises have begun to seek
IP services to protect their corporate interests.
Nevertheless, many mainland enterprises still lack understanding of the required
professional services, and they are thus unable to seek and capitalise on these
services to promote their business development in an effective manner. In view of this,
HKTDC Research in conjunction with the representative of the Department of
Commerce of Guangdong Province followed up on the above questionnaire survey
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and conducted interviews with legal and professional service providers in Hong Kong
in the third quarter of 2019. The following is a summary of the views expressed by
some Hong Kong service providers regarding the common problems and issues facing
mainland enterprises when they “go out”. The ensuing sections from 2.4 to 2.8 are the
individual views of some respondents regarding the related issues.



In contrast to large enterprises, mainland small and medium-sized enterprises
(SMEs) lack the resources to understand the laws and regulations of overseas
markets. Many are unfamiliar with the financing channels and related
requirements for their overseas operation.



Operations involving high-tech and high value-added international business, or
those involving technological or business co-operation with foreign partners,
usually require more complicated commercial arrangements supported by crossborder professional services.



When facing international commercial disputes, mainland enterprises usually fail
to recognise that a single problem may involve several counterparties and two or
more jurisdictions. Without a thorough understanding of the details, they may fail
to resolve the problems by entering hasty negotiation or compromise with the
counterparties.



China and foreign countries are different in terms of language, legal systems and
business practices. When there are commercial disputes with foreign parties,
mainland enterprises may need competent third parties to co-ordinate the deals
and clarify the facts so as to reach win-win solutions for all parties concerned.



Mainland enterprises can set up flexible corporate structures to look after
individual projects. This will not only facilitate international tax planning, but also
provide a risk buffer for enterprises. Good corporate governance can also boost
the confidence of investors and stakeholders.
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Many mainland enterprises lack the expertise to understand the value of their IP.
When confronted with allegations of infringement of IPRs, they may not be able to
accurately assess the claims of the other party. This means that they cannot
respond to the allegations effectively and their ability to find foreign partners may
be undermined.



While some mainland enterprises may protect themselves against infringement
allegations through extensive applications for registration of their IPRs, there may
be an absence of corresponding IP planning and management to support their
business development, which could eventually affect the results of their efforts.



IP planning and related strategies always involve a cost, but this cost can be
converted into revenue through licensing arrangements or other financing options.
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2.4 Leveraging “One Country, Two Systems” Advantage to
Drive GBA Development


CM Chan is the Vice President of the Law Society of Hong Kong and Chairman of
its Greater China Legal Affairs Committee.

Under the Outline Development Plan for the Guangdong-Hong Kong-Macao
Greater Bay Area, the Greater Bay Area (GBA) is expected to use the advantages
of Hong Kong and Macao as free and open economies, and of Guangdong as
the pioneer of reform and “opening up”, to encourage deepening reform and
further “opening up”, in accordance with the principles of innovation-driven, coordinated regional development and co-operation and “one country, two
systems”. Hong Kong has long been an important window for China’s economic
co-operation with foreign countries, as well as the preferred service platform for
mainland companies “going out”.
Having an independent judiciary is one of Hong Kong’s most important
advantages. Speaking recently to HKTDC Research, CM Chan, Vice President
of the Law Society of Hong Kong and Chairman of its Greater China Legal Affairs
Committee, said that as Hong Kong is the only city in China practising common
law under the “one country, two systems” structure, it can help mainland
businesses deal with foreign counterparts in common-law countries and
territories and adapt to international business practices [1]. It can give mainland
companies a leg up when they attempt to deploy transformation and upgrading
strategies in specific areas of international business.
Explaining what it is about Hong Kong’s judicial system that makes it so useful to
mainland businesses, Chen said: “Hong Kong has an independent Court of Final
Appeal, with judicial organs at all levels conducting trials according to common
law principles. This system is unique in that in addition to local legislation and
cases, the courts can make reference to relevant cases in other common law
jurisdictions when passing judgment. The reverse is also true. The judgments
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passed by the courts of Hong Kong basically share similar legal principles and
values with common law jurisdictions such as the UK and the US, and even
regions with similar legal systems. Hong Kong lawyers are well versed in common
law and relevant cases. Many of them are also familiar with mainland and
international business cultures and habits. With their extensive international
connections, they can offer effective and suitable legal advice to local and
mainland companies and help them connect with overseas markets and tap
business opportunities when they are ‘going out’.”
Chen claimed Hong Kong’s sound legal system and its ability to provide a onestop service have played a positive role in helping companies. Citing Hong Kong’s
role as a financial centre, he said: “Hong Kong has always been a major fundraising destination for international and mainland companies. The Hong Kong
Exchanges, for instance, serve as a leading service platform for initial public
offerings as well as different investment and financing tools. As well as providing
traditional bank loans, Hong Kong also facilitates a range of financing channels
for private equity, venture capital and other funds. Hong Kong is also the world’s
largest offshore RMB exchange and clearing centre. These financial and
commercial activities require the support of efficient legal services to provide
professional legal advice on projects and make proper arrangements for different
types of deals.
“Many ‘going out’ companies in the GBA are stepping up their efforts to develop
overseas markets. They are also gradually moving towards more complex, hitech and high value-added areas in their business, such as engaging in more
business and technological co-operation with foreign partners and going abroad
for direct investment, mergers and acquisitions. These activities require the
support of cross-border services that meet international standards to conduct due
diligence services and risk assessments, and draft suitable legal documents for
business deals. These companies must always be ready to respond to possible
disputes with foreign counterparts over business, technology and intellectual
property. When necessary, they have to resort to arbitration and mediation
services acceptable to both sides to solve problems, helping mainland and
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overseas companies work out win-win solutions.”
Some mainland companies maintain that because mainland legal practitioners
do not use the same billing method as their Hong Kong counterparts and lack a
good understanding of foreign-related legal matters, it is difficult to gauge the
cost-effectiveness of using Hong Kong services. In Chan’s opinion, as well as
using legal services that meet international standards to deal with litigation or
disputes involving foreign parties, “going out” enterprises also need them to
assure compliance in their overseas investment projects and trading activities
and

to help them take suitable precautionary measures to control or reduce

business risks. This might include mainland companies setting up suitable
corporate structures in Hong Kong and using subsidiaries to keep their overseas
projects separate from their main business. This not only makes it easier to
control the risks of individual operations but also gives companies greater
flexibility when working with overseas partners or selling the projects at a suitable
time. These services help companies ensure their long-term development
remains steady.
Hong Kong is fully capable of providing professional legal services of international
standard to mainland companies. Figures from the Law Society of Hong Kong
show that there are about 10,000 solicitors holding a practising certificate and
close to 1,000 local law firms in Hong Kong. Many are familiar with mainland and
overseas laws and business cultures and have extensive networks of
international legal partners, enabling them to provide cross-border legal services
to local and mainland companies. Furthermore, there are 88 foreign law firms
registered in Hong Kong which cover 96 jurisdictions outside Hong Kong,
including countries and regions such as the US, France, Canada, England and
Wales, Germany and Italy, as well as mainland China. More than 1,600 registered
foreign lawyers work in Hong Kong. The number and wide diversity of legal
practitioners in Hong Kong allows them to offer effective assistance to mainland
companies engaging in “going out” and provide appropriate legal advice and
services to them in their international business.
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2.5 Good Corporate Governance among Keys to Financing
Opportunities


Alan Lau is a member of the Greater China Legal Affairs Committee of the Law
Society of Hong Kong.

Guangdong, Hong Kong and Macao are making joint efforts to promote economic
co-operation in the Greater Bay Area (GBA), with Guangdong also acting to
encourage co-operation in professional services within the GBA. Measures taken
include relaxing the rules on establishing Guangdong-Hong Kong-Macao
partnership associations on a pilot basis, with the aim of further strengthening cooperation between the legal professions in the three locations and providing
better cross-border legal services in the GBA by lowering certain thresholds.
Solicitor Alan Lau of the Law Society of Hong Kong reckoned that these measures
can help businesses operating in the GBA make use of better legal services to
“go out” and do business in the international arena. GBA companies can use the
legal services offered by Hong Kong and Macao to meet business challenges
posed by countries that practise common law and Portuguese-speaking countries
respectively, as well as enhance corporate governance, and advance industrial
transformation and upgrading.
Speaking recently to HKTDC Research, Lau said: “Mainland enterprises
engaging in foreign investment and trade must ensure that their business
operation is in compliance with relevant requirements. Apart from mainland laws
and regulations, they must also comply with the local laws of their business
partners, as well as international business practices. Whenever necessary, a third
party acceptable to both sides can be engaged to handle legal matters pertaining
to the business concerned.
“It is widely known that when mainland enterprises deal with foreign players they
usually come across obstacles such as language barriers and different legal
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systems, and in the high-tech sector, intellectual property rights (IPR) is also an
issue. All these require experienced service providers to liaise, process
transaction documents, and deal with relevant legal matters. In this regard, Hong
Kong is not only an effective service platform for mainland enterprises seeking to
‘go out’, but has also for many years helped a great number of them handle
foreign trade and investment business.”
In addition to assisting mainland enterprises in resolving foreign-related business
disputes, Hong Kong legal practitioners can also help them develop business
further. For instance, the IPR services offered by Hong Kong law firms can not
only help mainland enterprises handle lawsuits, but also identify business
opportunities related to intellectual property trading and licensing via the Hong
Kong service platform.
“Sound corporate governance is yet another factor contributing to the success of
Hong Kong as an international financial centre. Hong Kong has in place a legal
system in line with international practices. For example, Hong Kong’s Companies
Ordinance and relevant regulations have defined the duties of company directors
clearly, clarified transactions involving directors or their associates, as well as set
out provisions regulating directors’ behaviour in order to protect the interests of
the company.
“To ensure the smooth operation of a company, the support of non-contentious
civil and commercial law service is a must. Sound corporate governance can help
boost the confidence of investors and stakeholders, and can also help enterprises
raise funds through different channels, including initial public offering on the stock
market, bond issuance as well as private equity investment.”
Lau added that companies in the GBA can approach Hong Kong lawyers through
participating in different business activities. Companies must understand the
actual legal needs of their business before they can make good use of Hong Kong
services to promote their development. As for Hong Kong law firms, which are
mostly small and medium-sized operations, while serving large corporations on
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the mainland, they can also provide customised legal opinions to small and
medium-sized enterprises in the GBA, helping them handle various foreignrelated legal matters in strict confidence.
Hong Kong is fully capable of providing professional legal services of international
standard to mainland companies. Figures from the Law Society of Hong Kong
show that there are about 10,000 solicitors holding a practising certificate and
close to 1,000 local law firms in Hong Kong. Many are familiar with mainland and
overseas laws and business cultures and have extensive networks of
international legal partners, enabling them to provide cross-border legal services
to local and mainland companies. Furthermore, there are 88 foreign law firms
registered in Hong Kong which cover 96 jurisdictions outside Hong Kong,
including countries and regions such as the US, France, Canada, England and
Wales, Germany and Italy, as well as mainland China. More than 1,600 registered
foreign lawyers work in Hong Kong. The number and wide diversity of legal
practitioners in Hong Kong allows them to offer effective assistance to mainland
companies engaging in “going out” and provide appropriate legal advice and
services to them in their international business.
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2.6 Going Global via Cross-Border Intellectual Property
Services in GBA


Dr. Alex Lau is the IP Advisor of the Trade and Industry Department of HKSAR
Government.

Guangdong province is China’s bridgehead for trading with foreign countries.
Many mainland firms in the Guangdong-Hong Kong-Macao Greater Bay Area
(GBA) have been actively “going out” to expand their business overseas, while
trying to improve competitiveness through transformation and upgrading.
However, such companies may face all kinds of challenges abroad as the
international market environment becomes increasingly complicated. In the
development of high value-added and high-tech business in particular,
companies are prone to getting embroiled in complicated deals. Problems over
intellectual property right (IPR) and disputes with foreign parties over trademarks
and patents arise from time to time. Speaking recently to HKTDC Research, Dr.
Alex Lau, an IP advisor in Hong Kong, pointed out that although a company may
avoid infringement accusations by continuously registering rights or purchasing
the brands and technology at issue, these methods may not produce the desired
results without appropriate planning and management.
To illustrate his point, Lau cited a case of export to the United States which he
handled in the past, saying: “A US importer purchased some consumer goods
from China. When the goods had been shipped to the US, they were sued by a
local US company for patent infringement (this US importer was licensed by a
Hong Kong company to sell the products in the US). These two companies went
to court in the US, but the problem was actually traceable to the time before the
goods were exported from China.
“This US company facing infringement allegations purchased goods from China
whose IPR ownership had not been clarified well. Despite this, the mainland
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exporter instructed another mainland manufacturer to produce the goods upon
receiving the US order. Since the disputes of the IPR ownership occurred prior to
export, pursuing court proceedings or negotiations merely in the US could not
effectively resolve the problem for all parties concerned.”
What merits attention is that IPR protection or claims usually have geographical
limitations. In handling international trade issues, it is necessary to not only take
into consideration the validity of the IPRs concerned, such as whether the
trademark or design patent is appropriate and valid, but to also find out whether
these rights need to be duly registered in mainland China and in the relevant
export market, or whether the manufacturer, exporter, importer, etc. in question
has secured the appropriate rights/licence in the places concerned. If these rights
are registered or licensed in mainland China alone and appropriate measures
have not been taken in the export market, they may still face infringement
accusations in the export market.
Lau explained the intricate factors in play, saying: “Although this mainland
company and its US client were unaware that the goods may have infringed on
the rights of others and the accusations may be open to dispute, the accused
may find itself lacking sufficient grounds to dispute the accusation without proper
IP planning and management. On the other hand, even if the US accuser wins
the litigation, it may not be able to prevent a similar case from happening and
may not be able to seize this opportunity to extend its rights to the mainland
market if it has not been duly registered in China or taken the necessary
precautionary measures.
“ It is obvious that this case involves more than just the Chinese and US
companies mentioned and the IPR registration/management systems and
jurisdictions of China and a foreign country. It is a typical case of foreign-related
IPR disputes on the mainland. Due to factors such as language barriers and
differences in business habits and cultures between the mainland and foreign
countries, it may be difficult for the disputing parties to attempt to resolve their
dispute in the overseas or mainland market simply through their own negotiations.
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“They need to seek assistance from a professionally trained third party to coordinate negotiations and find out effective dispute resolution. In addition to full
investigation, this third party may also assist all companies concerned in
conducting cross-border negotiation or mediation and help them conclude a valid
total solution by seeking common ground, while resolving differences in a bid to
achieve an all-win result.”
Hong Kong is world-renowned for having a good IPR protection system. With
service providers who comply with international business practice and are wellacquainted with the habits and culture of mainland firms, it is a trusted service
platform for mainland as well as foreign companies.
In particular, Hong Kong service providers can offer total IPR solutions to
mainland, Hong Kong and overseas companies. As well as helping clients handle
the registration and assertion of general rights and other management matters
through their widespread networks in various parts of the world, they can also
assist companies in IP strategy and due diligence and provide them with useful
IPR service support in their local and international business.
They can help companies effectively deal with third-party IPR infringement claims
in the event of dispute, also providing mediation, arbitration or litigation
management service for disputes and co-ordinating efforts to seek an all-win
solution for all parties in dispute. Such companies may help negotiate
arrangements for IP acquisition, assignment and/or licensing, after clarifying the
facts, rights and duties of the parties concerned, and provide an alternative
dispute resolution mechanism for cross-border disputes. They can also help
organise mediation to achieve settlements acceptable to all concerned parties in
the whole GBA and in all Belt and Road markets, and make proper arrangements
for IPR ownership.
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2.7 The GBA Intellectual Property Challenge: Facilitating
Transformation through Premium Services


Rebecca Lo, President of the Hong Kong Group of the Asian Patent Attorneys
Association, currently serves on the Intellectual Property Committee of the Law
Society of Hong Kong.

Mainland Chinese companies engaging in high value-added and high-tech
businesses largely hope to develop their own proprietary technologies and
related intellectual property (IP) with a view to protecting their commercial
interests. But the costly and lengthy registration processes often cause them to
abandon their efforts to secure appropriate IP rights. To apply for grant of
invention patent for self-developed technology, for example, applicants have to
conduct a patent search for their rights claim, file a search report and meet the
various requirements upon the examination and review of their application by the
relevant patent office or competent authority. Not only does it take up
considerable expense and corporate resources, but it may also take several
years for an application to be confirmed successful. Many companies lacking an
IP strategy will consider such application activities a burden to the business.
Rebecca Lo, President of the Hong Kong Group of the Asian Patent Attorneys
Association (APAA), points out that companies should devise appropriate IP
strategies and have an integrated plan for technology development and IP
registration/acquisition. They should also look out for related licensing
opportunities and seek financing by using an effective platform. This way, they
can convert the burden into a profitable business-development project.
Speaking to HKTDC Research, Lo said: “On account of Hong Kong’s language
and geographical advantages, and the fact that Hong Kong practitioners are
familiar with the mainland business environment, many foreign companies are
using Hong Kong in handling IP registration, licensing and even contentious
matters on the mainland. On the other hand, many mainland companies are using
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Hong Kong to apply for the registration of trademarks and patents in foreign
jurisdictions like Europe and the United States because of Hong Kong’s extensive
international network and sound legal system, and that its business practices are
well aligned with international practices. In addition to registration services, Hong
Kong’s business platform offers an array of services, not least in helping mainland
companies develop IP strategies. Such a strategy can effectively prevent
infringement of a company’s commercial interests and will guard against
allegations of rights infringement by third parties. Moreover, it allows the good
use of existing IPs in opening up new markets.
“ As an international financial hub in the region, Hong Kong can provide
appropriate financing services for different commercial projects, including the
financing of technology projects at different stages, from technology development
to the acquisition of related IP rights. Raising funds in the financial market can be
carried out during patent application or after the patent has been successfully
obtained by using professional services in technology, finance, auditing and
project evaluation. To facilitate the identification of suitable sources of funds and
investors and the development of a cost-effective financing programme, Hong
Kong can also help companies set project development milestones, analyse
market prospects, prepare feasibility reports and project capital requirements and
cash flows.”
Lo adds that Hong Kong can offer an extensive range of business services,
saying: “In marketing and business matching, for example, Hong Kong
practitioners, with their international market network, can help mainland
enterprises seek out the technologies they need and carry out the related
business arrangements. Hong Kong can also conduct commercialisation
activities for their scientific achievements and products in the international
market, help launch their licensing business and use Hong Kong’s business
platform to uncover more business opportunities for their IPs.”
The majority of IP in advanced technologies, internationally renowned trademarks
and important designs originate from developed countries such as the US and
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the UK where common law is practised, or from regions with similar legal regimes.
Therefore, mainland enterprises that want to expand their businesses
internationally through “going out” – including those engaging in imports and
exports as well as those carrying out technology, branding or other business cooperation with foreign partners – are likely to need professional services that are
aligned with international legal and commercial practices. Such services could
help them conduct IP audits and business-related market surveys for companies
to ensure the sustainable development of the international business in the course
of “going out” to international market.
Currently, there is no lack of well-known mainland legal firms and IP agents in
first-tier mainland coastal cities. While sizeable international legal firms mostly
have offices in coastal regions in northern China, the branches or representative
offices they set up in southern China cities such as Guangzhou and Shenzhen
have smaller operations. Companies in the Guangdong-Hong Kong-Macao
Greater Bay Area (GBA) or other parts of Guangdong usually either go through
these branches and representative offices or directly contact law firms in Beijing,
Shanghai, etc. to entrust them with handling foreign-related IP matters.
Lo believes that as the governments of Guangdong, Hong Kong and Macao are
taking steps to promote co-operation and development in the GBA by gradually
rolling out various business facilitation measures, it should be easier for
Guangdong companies to use Hong Kong’s professional services in planning
“going out” related IP matters. They can protect their rightful interests overseas
by taking advantage of Hong Kong’s common law system, its pool of international
IP talent and the Chinese and English bilingual proficiency of its people.
Furthermore, with Hong Kong’s service platforms and global network, companies
can conduct affairs related to financing, marketing and the seeking of foreign
partners. They can also develop their overall business-development strategies
more effectively, and pursue maximum interests for the IP they own.
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2.8 “Going Out” Tactically to Protect Company Interests


Anita Leung was the President of the Licensing Executives Society of China, Hong
Kong Sub-Chapter and is now a Council Member of the Hong Kong Sub-Chapter.

China’s foreign investment and trade increasingly involve high value-added
business activities, and with this comes a rise in the number of disputes
concerning technology, design and other intellectual property rights. Since
Mainland companies often lack a sound understanding of the legal systems of
foreign countries and international business practices, they are often unable to
accurately gauge the claims made by foreign or third-party companies. On the
other hand, some companies lack the capacity to ascertain the value of their own
rights, thereby reducing their chances of co-operating with foreign partners in
exploiting such invisible assets. All these are barriers to Mainland companies’
outbound activities.
Some legal practitioners in Hong Kong pointed out that Mainland companies
should take an active approach in protecting their rights by making use of
professional services that comply with international standards. This could help
them handle foreign-related intellectual property and other commercial disputes.
They should also adopt appropriate measures to establish their rights in the
Mainland and other important overseas markets, and make use of financial and
legal services to conduct valuation and investigation of their own rights, thereby
increasing their readiness to embrace external challenges and explore
opportunities to co-operate with foreign partners.
Speaking recently to HKTDC Research, Hong Kong solicitor Anita Leung said:
“In the wake of rapid developments of technology and different types of
commerce, the international community is paying more attention to intellectual
property rights. However, at the same time, it has also become more difficult than
before in some areas for companies to be granted new invention patents and
design rights. The scope of rights ultimately obtained may also be relatively
narrower.”
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Mainland Companies Ill-equipped
Pointing out how some Mainland Chinese companies are ill-equipped for dealing
with the issue of infringements of intellectual property rights, Leung added: “Many
Mainland companies do not have a sound intellectual property management
system and they lack the required legal knowledge to protect their own rights.
Given the disparity between the legal systems of overseas and Mainland markets,
Mainland companies may not be able to fully comprehend the legal basis of
infringement claims and allegations made by foreign companies.
“Moreover, some cases involving design or trademark infringements may not be
so clear-cut. A company should first thoroughly examine the claims made in the
market concerned to better understand the basis of the demand and then it should
proactively respond to such claims. If a company starts its settlement negotiation
with the complainant without a holistic approach or merely surrender and
compromise, it may at the end find itself striking a bad bargain and without really
resolving the problem. If, on the other hand, the company simply brushes the
complaint aside, it may even jeopardise its legal position when the other side
starts court proceedings.
“Therefore, companies should take pre-cautionary measures to ascertain the
types of intellectual property rights that are likely to be involved in their
businesses, identify their major markets, and obtain registration or take other
necessary measures to establish their legitimate rights and interests before any
dispute arises, so as to ward off future possible infringement claims.”
Defensive Measures
Some members of the legal profession recommended that businesses “going out”
should monitor Mainland and overseas markets at all times and promptly
establish their rights and take appropriate action when infringement of their rights
by third parties is discovered. Leung pointed out that cost is an important
consideration for companies when they devise their “going out” strategy. Small
and medium-sized enterprises (SMEs) may find it too expensive to conduct
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market surveillance in all of their overseas markets. They therefore need to set
their priorities and concentrate resources on registration and market surveillance
in their key markets first, and thereafter deploying defensive measures for their
intellectual property rights in less important markets and by stages.
IP Trading
It can be seen that many big companies prefer to acquire intellectual property
rights directly. Leung’s suggestion for SMEs is to achieve similar results by
entering into licensing arrangements with the targets, which can reduce their
initial investment cost and business risk. If a company already has proprietary
intellectual property rights, it may sell the relevant rights to its business
counterparts or license its technology, designs or trademarks to third-party
companies to develop a licensing business.
Mergers and acquisitions, licensing and other dealings between companies rely
on trust-worthy legal services, proper arrangements and reliable commercial
platforms for enforcing the terms of commercial transactions. In the event of
disputes in transactions, a suitable third-party mediator must be engaged to help
resolve the problem. Companies also need to make use of professional services
to conduct due diligence and asset evaluation, appraising the value of target
intellectual property rights and preparing feasibility studies, all to ensure the
sustainable developments of their businesses.
Leung noted that Hong Kong has a sound legal system and is world-renowned
for its protection of intellectual property rights. Hong Kong can also provide allround professional services to companies. With its extensive networks both with
the Mainland and with the rest of the world, Hong Kong has always been an
effective channel for Mainland companies looking for partners for brand and
technology co-operation in international markets. No doubt Hong Kong’s firstclass business environment and the development of the Guangdong-Hong KongMacao Greater Bay Area would allow it to help Mainland companies, especially
those in the Guangdong area, achieve satisfactory co-operation with their foreign
partners when “going out”.
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3. Demand of Mainland Enterprises for CrossBorder Professional Services
3.1 Seeking Cross-Border Services and Support for
International Business
In addition to interviews conducted in Hong Kong, HKTDC Research and
representatives of the Department of Commerce of Guangdong Provinces also visited
law firms in mainland cities in the GBA, and spoke to companies that have “gone out”
to develop international business, to gauge the need for cross-border services and
support from the perspectives of mainland stakeholders.

 Demand for Professional Services Growing in the PRD
Against the backdrop of industrial transformation and upgrading in the GBA, there is a
keen demand for civil and commercial legal services from enterprises in the PRD. After
four decades of reform and opening up, mainland China has established a sound
market economy. There are varieties of market players in the GBA. According to Chen
Xikang 11 , executive council member of the Guangdong Lawyers Association and
president of the Dongguan Lawyers Association, large businesses like Tencent,
Huawei and ZTE are operating alongside a myriad of small and medium-sized
enterprises (SMEs) in the region. Although the demand for professional and legal
services is growing, it varies from enterprise to enterprise.
Large corporations usually have their own legal affairs department, according to Chen
Xikang, where work is carried out even more meticulously than in a regular law firm. In
spite of this, they may seek outside legal help for major projects like public listings,
mergers and acquisitions. For example, they will directly approach law or accounting
firms in mainland China or in Hong Kong when necessary. Many medium-sized

11

Chen Xikang is director of Guangdong Chen, Liang & Co.
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enterprises in the region need cross-border professional services but lack the
resources to assess the services they need and do not know how to use or find suitable
services. For the much larger number of small firms, their limited resources make them
very sensitive to costs when looking for such services. They tend to only seek basic
legal services as needed and use service providers that are more cost-effective.
In view of industrial transformation, some legal service providers are relocating closer
to high-tech zones and innovation hubs. Chen Fang 12 , vice president of the
Guangdong Lawyers Association, cited Shenzhen as an example. Initially most law
firms in Shenzhen were found in Futian, the central business district. In recent years,
however, many of them have moved westwards to Nanshan district. This is because,
among others, Nanshan is gradually becoming the new home to Shenzhen’s high-tech
industries and the core of the so-called “China’s Silicon Valley”. With over 150 listed
companies and over 3,500 national high-tech enterprises, Nanshan is one of
Shenzhen’s emerging innovation centres. In order to provide better legal services to
these high-tech enterprises, many high-end law firms, including leading mainland law
firms such as King & Wood Mallesons and Jingtian & Gongcheng, have moved to
Nanshan in recent years. The establishment of the pilot free trade zone (QianhaiShekou Area) in Qianhai of Nanshan has prompted many law firms to move to the zone
and offer legal support for international innovation-driven enterprises there.
In addition to general trade and commercial transactions, mainland enterprises also
need international legal services in other areas of their business. Chen Zan13, vice
chairman of the Hong Kong, Macao, Taiwan and External Affairs Committee of the
Guangdong Lawyers Association, said that against the backdrop of “one country, two
systems”, lawyers from Guangdong, Hong Kong and Macao can help businesses in all
three places open up new mainland and international markets, by providing wideranging professional services to Chinese and foreign investors. In the tourism
development and hospitality sectors, for instance, investors are interested not just in
Hong Kong and Macao but are also looking at the opportunities in commerce and
12

Chen Fang is director of Sincere Qianhai Law Offices.
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Chen Zan is a senior partner of Beijing DHH (Guangzhou) Law Firm.
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tourism created by the development of the GBA. Shenzhen, Guangzhou and other
mainland cities in the GBA are encouraging investment in theme parks, senior care
and wellness projects and resort hotels, to meet growing demand in the GBA.
Professional and legal service providers are needed to help promote business cooperation between Chinese and foreign investors. Hence, demand for these legal and
professional services is increasingly diversified.
Chen Zan also pointed to the environmental protection industry as another example.
Enterprises in the GBA must comply with green and low-carbon requirements in their
urban construction and operation to promote sustainable development. Legal service
support is therefore needed in mergers and acquisitions, environmental law risk
assessment, environmental dispute settlement and other respects when investing in
construction projects in the GBA. It is also necessary to bring in environmental
management experience from abroad. While Hong Kong boasts world-class ports and
infrastructure facilities, Guangzhou, Shenzhen and Zhuhai are also coastal or littoral
cities and need to constantly upgrade their port construction and equipment to stay
competitive. Thus, mainland cities in the GBA are keen to make use of Hong Kong’s
legal and other professional services in ship management, ship leasing and financing,
marine insurance, maritime law, dispute settlement and other areas. They are also
enthusiastic to draw on Hong Kong’s experience in gearing to international standards
to attract overseas partners and investors.

3.2 Gradual Development of Law Firms in the Form of
Partnership Associations
In the wake of China’s reform and opening up, Hong Kong legal practitioners have
developed different forms of co-operation with the mainland over the years. In the past,
co-operation mainly centred on simple civil and commercial disputes, such as litigation
or arbitration in areas of international sales of goods, cross-border marriage, crossborder wills and succession, etc. Following the gradual transformation of the GBA
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economy, more mainland enterprises have come to Hong Kong to issue shares or
corporate bonds. They also engage in capital market operations such as international
mergers and acquisitions and cross-border liquidation through Hong Kong. This has
stimulated the demand for all kinds of offshore non-litigation services. Hong Kong
lawyers also hope to match up with mainland enterprises to better seize opportunities
in the GBA.
Guangdong has been pursuing trial implementation of the Closer Economic
Partnership Arrangement (CEPA) and its supplementary agreements on legal services
in recent years. Under this, a pilot programme of partnership associations between
Hong Kong (and Macao) law firms and mainland law firms was launched with the
approval of the Ministry of Justice. This enables one or more Hong Kong (or Macao)
law firms to form a specialised general partnership with a mainland law firm in
Guangdong and provide legal services and bear legal responsibilities in the name of
an associated law firm, in accordance with regulations and the rights and obligations
agreed upon between the parties. Cases falling under mainland laws are handled by
lawyers assigned by the mainland law firm, while cases falling under the laws of Hong
Kong (or Macao) or foreign countries are handled by lawyers assigned by the Hong
Kong (or Macao) law firm. Legal affairs where both mainland laws and the laws of Hong
Kong (or Macao) or foreign laws apply are handled by lawyers assigned by the Hong
Kong (or Macao) law firm and the mainland law firm in accordance with their respective
areas of practice.
Law firms in the form of a partnership association provide a one-stop shop for crossjurisdiction legal services for mainland companies and parties within the framework of
“one country, two systems”, so that clients do not need to seek legal services in Hong
Kong and the mainland separately for the handling of cross-jurisdiction legal affairs.
This measure should help Hong Kong legal practitioners to gradually penetrate the
GBA market. Up to the end of 2019, 10 Guangdong-Hong Kong (Macao) partnership
association law firms had been set up in the three cities of Guangzhou, Shenzhen and
Zhuhai, including two in Guangzhou, six in Shenzhen and two in Zhuhai. A total of 49
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Hong Kong lawyers were assigned to or employed by these partnership law firms14.
The Outline Development Plan for the Guangdong-Hong Kong-Macao Greater Bay
Area issued in February 2019 clearly called for efforts to “expand pilot areas for
Guangdong, Hong Kong and Macao law firms to operate in the form of partnership
associations”. In view of this, the Guangdong provincial government revised some of
its regulations and issued the Interim Measures of the Department of Justice of
Guangdong Province on Hong Kong Law Firms and Macao Law Firms Operating in
the Form of Partnership Associations with Mainland Law Firms in Guangdong Province
(2019 Revision). Since 1 August 2019, Guangdong province has removed the
minimum capital input ratio requirement of 30% by Hong Kong or Macao firms in
partnership associations. However, the total capital input by all the partners remains
not less than Rmb5 million. If the Hong Kong and Macao partners in an association
are one firm, the capital injection ratio shall not be higher than 49% (if the Hong Kong
and Macao partners are different firms, the capital input ratio of the Hong Kong and
Macao partners shall be less than the capital input ratio of the mainland partner firm).
The prerequisite for mainland law firms to set up partnership associations had been
revised from having not less than 30 practising lawyers to not less than 20.
The mainland and Hong Kong signed the Agreement Concerning Amendment to the
CEPA Agreement on Trade in Services on 21 November 2019, further lowering the
thresholds of the market access in response to proposals from the Hong Kong
business community. For legal services, the minimum capital ratio of the Hong Kong
partner firms will be removed starting from 1 June 2020. This measure should further
facilitate small and medium-sized Hong Kong law firms in forming partnership
associations to provide legal services to mainland enterprises.

14

Source: Department of Justice of Guangdong Province
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3.3 Practical Issues in Cross-Border Legal Services Cooperation
The opening-up measures gradually implemented by Guangdong, Hong Kong and
Macao under CEPA and the GBA plan have stimulated the interest of mainland
professional services providers to further co-operate with their Hong Kong and Macao
counterparts. However, some mainland legal services providers interviewed said that
they still encounter problems when providing services via cross-border co-operation.

 Foreign exchange controls dampen the interest of law firms across the border to
enter the mainland market
Law firms in partnership associations have encountered some practical problems. For
example, existing foreign exchange controls make it difficult for the Hong Kong and
Macao partners to repatriate their income from the mainland. While the partnership law
firms provide legal service to clients in their own name and charge unified fees, the
Hong Kong and Macao partners usually want to repatriate their share of income back
to Hong Kong and Macao. Since this business is still in its initial stages and the income
generated is still relatively small, many Hong Kong and Macao lawyers think that
foreign exchange formalities and operating costs have largely offset the benefits of the
partnership business, posing obstacles to the development of partnership associations.

 Sufficient business is needed to merit the setting up of partnership associations
In addition to direct costs, partnership associations also carry considerable opportunity
costs. Law firms that take part in partnership associations must have an international
business background and the demand for their qualifications and experience is high.
However, lawyers assigned by mainland law firms can no longer handle the business
of their original law firms and cannot handle criminal cases. As a result, their income is
very dependent on the business performance of the partnership association, and
lawyers assigned by the Hong Kong partners face similar situations. Hence, both sides
actually face high opportunity costs, and partnership associations need to ensure that
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such co-operation can generate sufficient business to attract the interest of the legal
community.

 Cross-border services may entail considerable professional liability risks
Some members of the legal community have pointed out that Hong Kong and Macao
lawyers are concerned about the professional liability insurance for partnership
associations. At present, the liability of lawyers assigned by Hong Kong and Macao
law firms to the mainland may not be effectively covered by their insurance taken out
in Hong Kong. This means that Hong Kong and Macao lawyers may run a greater risk
of incurring professional liabilities when providing services on the mainland.

 Lack of understanding of international business requirements
Companies engaging in international business or investing overseas do not always
understand their need for legal services, e.g., how to meet compliance requirements
or how to protect against risk. The legal communities in Guangdong and Hong Kong
may not be able to provide adequate legal services because they operate under
different systems. A mainland lawyer cited an example to illustrate this point. A
company in the hotel business from Dongguan went to Vietnam and other places to
invest in the establishment of tourist resorts. Irregular practices in the outward
remittance of funds from the mainland at the beginning made it impossible for the
company to effectively repatriate its overseas income back to China through normal
channels. It had to resort to costly remedial measures, which directly affected its
investment returns. When the company turned to mainland and Hong Kong lawyers for
help, it was given conflicting opinions because of differences between the two
jurisdictions and was not offered a total solution that could address both overseas and
mainland legal issues.
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 Lack of an effective networking platform for international legal services
Although mainland enterprises have quickened their pace in “going out”, many of them
revealed that they have difficulty finding suitable channels to seek cost-effective legal
services and support. Hong Kong lawyers practicing outside the mainland also lack
platforms to connect with such “going out” firms or find mainland partners to provide
legal services to these mainland enterprises. Neither do many Guangdong law firms
have operations outside the mainland on the other hand. Information asymmetry on
the need and supply of services between businesses and law firms in Guangdong and
Hong Kong hinders the formation of a mutually complementary legal services network
between Guangdong and Hong Kong (and Macao).

3.4 Obstacles to Hong Kong Companies Providing CrossBorder Services
CEPA provides many facilitation measures to help Hong Kong (or Macao) businesses
and individuals to enter the mainland market, especially Guangdong. The abovementioned arrangement for partnership association law firms is an obvious example.
Indeed, the mainland has been making great efforts to improve the business
environment in recent years, and has greatly simplified the requirements and lowered
the threshold for Hong Kong and foreign-funded enterprises to invest in mainland cities.
However, many of these businesses still lack understanding of how things work on the
mainland. Differences in systems and market environments between the two places
affect the services Hong Kong provides to mainland firms. The following is a summary
of the problems encountered by some SMEs in Hong Kong when planning business
ventures on the mainland.
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 Practical considerations in provision of cross-border services
Some of the bigger professional services firms have already taken advantage of CEPA
to set up mainland offices to serve local businesses or are planning to do so. In addition,
many small and medium-sized services providers are also interested in reaching out
to clients in the GBA. Most of these small and medium-sized firms hope to use their
Hong Kong and international qualifications and experience to help mainland clients
handle international business matters, including foreign laws, accounting, tax and IP.
They also hope to set up companies or representative offices in the GBA to facilitate
their Hong Kong office in providing cross-border services to mainland firms.
China has been promoting the reform of the commercial system to facilitate foreign
investment for many years. For example, the reform of the registered capital
registration system which has been going on since 2013 has done away with the
minimum capital requirements for domestic and foreign-invested enterprises. Egovernment also makes it possible to directly apply for company registration,
administrative permission and other matters online. The Foreign Investment Law of the
People’s Republic of China which takes effect on 1 January 2020, together with its
implementation regulations, further facilitate Hong Kong and other foreign investment
on the mainland and also strengthen the protection of the rights and interests of
foreign-invested enterprises.
However, because Hong Kong and the mainland have different business registration
and management systems, and effective information channels are lacking, most
companies in Hong Kong are not familiar with procedures well known to the mainland
public. Apart from not knowing the registration formalities for companies or
representative offices, or how to open bank accounts and manage foreign exchange
accounts, file tax returns on mainland business, pay enterprise income tax and valueadded tax (VAT) or issue VAT invoices, there are also practical issues, such as hiring
local workers and renting a mainland office, which cannot be directly handled from
Hong Kong. These problems not only increase operating costs in the GBA but also
may discourage small and medium-sized services providers with limited resources
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from tapping the mainland market.

 Lack of understanding of mainland tax and policy incentives
Tax system differences between the mainland and Hong Kong, in particular, have
weakened the drive of Hong Kong companies to invest on the mainland. Hong Kong
has a simple tax system and most Hong Kong firms do not understand the different tax
issues of the mainland, particularly the system of VAT and special VAT invoicing, as
well as the operation of offset or credit for input VAT. Many Hong Kong businesses also
know little about other tax and policy incentives offered by the mainland government.
For example, since January 2019, micro and small businesses with an annual taxable
income of Rmb1 million or below are levied enterprise income tax at an actual rate of
5%, and those with a taxable income of between Rmb1 million and Rmb3 million are
subject to the 10% preferential enterprise income tax rate. This amounts to a
substantial tax cut compared with the basic income tax rate of 25%. They may also
choose to register as a VAT general taxpayer or a small-scale taxpayer, which may
have different impacts on the issuance of VAT invoices or tax offsets or credits. Good
choices here may directly lower their operating costs. The fact that most SMEs in Hong
Kong know little about these preferential policies directly affects their ability to assess
the potential of developing business on the mainland.
Mainland enterprises generally understand that taxation falls under the authority of the
central government and local governments have no authority to offer tax incentives.
Apart from the above-mentioned tax cuts for all micro and small firms, a unified
enterprise income tax rate of 25% applies equally to both domestic and foreigninvested enterprises. In the GBA, only enterprises set up in Hengqin in Zhuhai and
Qianhai in Shenzhen that meet the requirements specified in the central government’s
preferential enterprise income tax policies and catalogue of preferential industries are
eligible for the state-stipulated preferential income tax rate of 15%. Most Hong Kong
firms do not understand such tax system on the mainland and hope to seek tax cuts
outside state policies at the local level. They are just wasting their time and resources.
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 Lack of marketing and services support networks
Many Hong Kong firms or investors feel the urge to go across the border to invest
because they have come across mainland business opportunities in Hong Kong or
have received inquiries from mainland clients or business partners. Hong Kong firms
venturing into the mainland for the first time have no marketing network there. If they
decide to set up a company and expand sales, they will therefore have difficulty finding
the right support to grasp opportunities. This is common not just for trade in goods but
also for trade in services. For example, some Hong Kong law firms said they often
received enquiries about international business from the mainland. However, because
they have no experience in charging fees in renminbi and have never handled tax
returns across the border on such transactions, small law firms with limited resources
often miss the opportunity to develop this kind of business. Even bigger law firms may
not be able to ensure the sustainable development of a mainland business. They may
have second thoughts about crossing the border to set up business in response to a
few requests from mainland clients.
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4. Setting up Professional Platforms to
Facilitate Co-operation
In view of the above, GBA enterprises need professional service support when they
“go out” to develop overseas markets, deal with foreign-related business matters and
handle commercial disputes. Such enterprises need to be better equipped to respond
to increasingly rigorous challenges from the outside world and to ensure the
sustainable development of their operation. However, many are not aware of the uses
and benefits of the services required. This is particularly the case for smaller
enterprises when dealing with foreign parties. In general, there is a lack of effective
channels for sourcing professional services on the mainland, and there is an absence
of suitable platforms for seeking cross-border service support. On the other hand,
Hong Kong’s professional service providers have also encountered various practical
challenges in providing cross-border services to mainland enterprises operating in
GBA. Certain suggestions put forth by some industry players in Hong Kong and
Guangdong for tackling these problems are summarised below.



Increase the knowledge of mainland enterprises regarding the use of
professional services so as to enhance their international competitiveness

In general, mainland enterprises understand that apart from devising suitable
marketing strategies for business expansion, the use of professional services is also
beneficial to their development. For example, they need the necessary legal
documents to ensure smooth deals with their business partners. They also need to
conduct due diligence reviews for business projects, draw up risk control plans,
properly manage their intellectual properties, and employ IP services as and when
necessary, and turn to third parties for arbitration and mediation for resolving
commercial disputes. However, most SMEs do not have a good grasp of these
services. As a result, they are not willing to spend time and resources seeking this
support. They may ignore the possible business risks and only seek a solution when
challenges arise. By that time, it may already be too late. In view of this, some industry
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players suggest stepping up publicity activities among enterprises in general to
enhance their knowledge about the benefits and cost-effectiveness of various
professional services.



Set up professional platforms to promote cross-border service co-operation

Some industry players suggest the provision of business matching services to
participating enterprises and service providers at trade promotion activities held in
Guangdong, Hong Kong and Macao. This will not only help mainland enterprises
access cross-border services, but also promote exchanges and discussions among
service providers from Guangdong, Hong Kong and Macao for cross-border cooperation. Some also suggest inviting related professional bodies or associations to
set up specific service platforms to provide mainland enterprises with online
information on cross-border services. Specific trade promotion platforms can also be
put in place on a regular basis where experts will be invited to provide preliminary
advisory services to GBA enterprises directly.



Assist small and medium-sized service providers to access GBA market

Most of the professional service providers in Hong Kong are indeed the SMEs. While
they have fewer resources than large enterprises to tap into the mainland market, they
may have an advantage of charging a lower fee for their services. These small and
medium-sized service providers are more flexible, suitable for providing services to
mainland SMEs that want to spend less. The authorities concerned may also wish to
introduce specific supporting measures for these smaller providers in Hong Kong to
engage with the right SMEs in GBA so that these service providers will have more
incentive to tap the GBA market.



Tackle problems of cross-border operation

For Hong Kong service providers who want to access the mainland market, they can
operate in GBA and other mainland regions thanks to the current liberalisation
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measures for Hong Kong under the CEPA framework. Some industry players suggest
that the authorities concerned should, on top of CEPA initiatives, provide some further
measures to help them tackle the practical problems arising from the provision of crossborder services. For example, if smaller Hong Kong service companies wish to handle
foreign-related matters for GBA enterprises in the form of service trading, they have to
tackle the issues of renminbi charges and foreign exchange. They also need to submit
tax returns to both mainland and Hong Kong authorities and send employees to visit
their mainland clients. The provision of specific commercial arrangements and related
information could help with this.



Explore further market liberalisation measures

Hong Kong industry players hope that in the long run, the authorities may introduce
further market liberalisation measures under the Outline Development Plan for the
Guangdong-Hong Kong-Macao Greater Bay Area and the CEPA framework, such as
those facilitating Hong Kong’s small and medium-sized service providers to set up a
presence more conveniently in the mainland cities of GBA and other areas in
Guangdong province to help mainland enterprises handle foreign-related business
matters. In this way, GBA can draw on professional expertise more efficiently to push
forward its industrial transformation and upgrading process.
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