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The Rise of
the Pearl River Delta

The 54th PATA Annual Conference in Macau SAR this month will focus attention on the massive tourism
potential of the Pearl River Delta (PRD) region, which encompasses Hong Kong SAR, Macau SAR and China's
Guangdong Province, with particular emphasis on the city of Guangzhou.

The Pearl River Delta is a major manufacturing region. Claimed to be China (PRC)'s fastest growing
region, it dominates the world’s supply chain for light consumer goods, garments and accessories, using
Hong Kong SAR's trade platform.

Over the years, the borders of the development zone have expanded to include Fujian Province and
Hainan Island, as well as the landlocked provinces of Guangxi, Hunan, Jiangxi, Guizhou, Sichuan and Yunnan.
Along with Guangdong, Hong Kong SAR and Macau SAR, these provinces make up 20.78% of China (PRC)’s
total land mass, 34.76% of the country's population and generate 33.67% of its gross national product (GNP).

Tourism is one component of a broader effort to strengthen intra-PRD economic cooperation and
integration. On June 1, 2004, the central government, Hong Kong SAR and Macau SAR signed the Pan-Pearl
River Delta Regional Co-operation Agreement, themed “Prosperity Through Partnership” A master plan for
the development of the PRD, it identifies opportunities for cooperation in ten sectors: infrastructure (energy,
transportation, pipelines), industry and investment, business and trade, tourism, agriculture, human
resources, technology, information, environmental protection, and health.

The plan identifies Hong Kong SAR and Macau SAR as the “growth engines”for the PRD, with Guangzhou
being the third major metropolis. Development will focus along two axes: Guangzhou-Shenzhen (adjacent
to Hong Kong SAR) and Guangzhou-Zhuhai (adjacent to Macau SAR).

Hong Kong SAR and Macau SAR residents are opening a growing number of businesses in Guangdong
to take advantage of the reform and development of Guangdong's modern logistics, finance, convention
and exhibition, legal, and management consultancy sectors. As a result, travel for both individual leisure and
business has surged.

Integration of tourism into the PRD economic development plans is requiring a different approach,
presenting the PRD cities and all localities with new opportunities and challenges.

The following is an update of the major changes taking place within the PRD region as the three major
tourism cities pursue different strategies to attract visitors and upgrade the quality of their tourism products.

MACAU SAR
Set to host its first PATA Annual Conference, Macau SAR sees its future role in the PRD as a service platform
between China (PRC) and Portuguese-speaking countries, as well as serving as a regional tourism and leisure
centre and a business service platform.

Macau SAR considers itself to have distinct competitive advantages, including gaming, heritage,
geographical advantage, the existence of duty-free ports; and strong international connections with the
European Union and Latin American countries. The challenges include its small population and land area,

shortage of human resources, and image of the destination as largely a casino resort.
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On October 17, 2003, a Closer Economic Partnership Arrangement
(CEPA) was signed between the central Chinese government and
Macau SAR.To build upon this, a more specific Protocol of Closer
Tourism Cooperation between China (PRC) and Macau SAR was
signed on December 23, 2003.

As there can be no economic development without suitable
infrastructure, air road and sea links are being upgraded. The
construction of the Hong Kong-Zhuhai-Macau bridge will link all
three PRD destinations. In addition, low-cost air carriers are
increasingly connecting Macau SAR to other destinations in Asia
Pacific, and sea links with Hong Kong SAR are being expanded.

In the tourism sector, visitor arrivals to Macau SAR surged from
7 million in 1997 to 11.9 million in 2003, and hit 16.7 million in
2004. Visitors from China (PRC) and Hong Kong SAR generate
about 80% of this total inflow. Other smaller source markets are
Chinese Taipei, Japan and the USA.

In 2004, the Macau Government Tourist Office (MGTO) identified
the following strategic policies to boost visitor arrivals:

+ Consolidate the existing markets and explore new markets

- Reinforce the cooperation mechanism and explore the

market of Mainland China

+ Enhance cooperation with other regions and international

organisations

- Develop tourism resources and enrich existing tourism

products

+ Create conditions for the development and promotion of

business tourism

* Optimise tourism management and upgrade service quality.

Macau SAR is keen to convert its centuries of rich history into a
marketable tourism asset. It has a unique blend of East and West,
fusing Chinese and Portuguese culture and architecture. Twelve of
its most prominent tourist sites have been combined into a single
application for UNESCO World Heritage site status, including The
Holy House of Mercy, Ruins of St Paul, A-Ma Temple, Moorish
Barracks, House of Cheng, St Joseph’s Church and Seminary,
Dom Pedro V Theatre, the Senate House, Monte Fort, city wall ruins,
Na Za Temple and Guia Fortress.

The territory already boasts 18 museums, including museums
of art, wine and the Grand Prix, celebrating the history of the annual

racing event that began there in 1954 as an amateur event for

local motoring enthusiasts. Macau SAR also sees opportunities to
build upon its cultural appeal in terms of its unique cuisine as well.

Events such as the PATA Annual Conference are becoming a
major component of the territory’s strategy to attract MICE revenue.
In December 2004, a convention of Overseas Chinese and Ethnic
Chinese was held in Macau SAR. And the Junior Chamber
International (JCI) Asia-Pacific Annual Conference will be held
May 26-29, 2005.

The territory’s primary conference venue, the Macau Tower
Convention and Entertainment Centre, is one of four centres of
various sizes in the city. The MGTO is planning to establish a MICE
Research and Information Centre to further develop the considerable
potential of this niche market.

One focus of Macau SAR's tourism strategy is on “man-made”
events and cultural attractions. Hence, there is a potpourri of
events including a Festival of Arts, Dragon Boat Races, Fireworks
Display Contest, Music, Motorsport and Grand Prix Carnival, golf
tournaments, Asian Motorcross Championships, Asian Karting
Open Championships and the International Marathon and Half
Marathon.

Indeed, sports events are garnering considerable success.
Macau SAR will host the 4th East Asian Games between October
29 - November 6, 2005 and the 2nd Asian Indoor Games in 2007.
In preparation for these events, a 140,000 sq m Games Dome, an
Olympic Aquatic Centre and an Olympic Complex have been
constructed and a stadium and pavilion are due for completion
soon. There are also plans for a nautical centre, international
shooting range, tennis academy and bowling centre. Other areas
under development include a 7,000 sq m Cultural Village and a
20,000 sq m Science Centre with multi-purpose functions including
educational facilities, tourist attractions, and conference and
exhibition spaces due for completion by 2009.

However, it is the gaming industry which will remain a major
focus.Under the policy to liberalise gaming, new concessions were
granted to three companies in 2002: Sociedade de Jogos de
Macau, (Investment: US$594 million), Wynn Resorts Macau,
(US$500 million) and Galaxy Casino Company (US$1.1 billion).

Sociedade de Jogos de Macau owns the 92,000 sq m
Fisherman's Wharf near Macau'’s Outer Harbour. It is also developing
a US$312 million addition to the Hotel Lisboa. The hotel’s extension
will feature an egg-shaped base that will contain a five-storey casino
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and Hong Kong SAR's unique “pink” dolphins. Another is to market
the new Tung Chung Cable Car and Heart Sutra with existing
Lantau attractions, such as the Giant Buddha and Po Lin Monastery,
to showcase the city’s 6,000 years of culture and heritage.

In the past two years, the HKTB has organised mega events to
reinforce Hong Kong SAR's core strengths. Surveys by the HKTB
show that 89% of visitors who participate in these events have a
high tendency to return for similar events, and 92% will recommend
Hong Kong SAR to friends and relatives. Making use of their
additional funding, the HKTB will inject new elements into these
events and organise two more mega events focusing on culture
and heritage in 2006 to further enhance the visitor experience.

In addition, the HKTB has identified the high-yield and high-
growth family and business travellers, including young executives,
as its key target segments. Surveys by the HKTB show that 36% of
overnight vacation visitors have young children, but that only 24%
bring them along when visiting Hong Kong SAR.To maximise this
potential opportunity, the HKTB will target the family segment in
its mega event promotions by working closely with the travel

trade to develop family-friendly itineraries and value-added offers.

Disneyland will offer new opportunities to package family-oriented
attractions, such as Ocean Park, The Peak Tram and museums.

As for the business travel segment, about 3.41 million business
travellers visit Hong Kong SAR every year.To meet their needs, the
HKTB will provide them with comprehensive and suitable travel
information to encourage their participation in more leisure
activities and to bring their families, thus extending their stays
and expenditures.

Currently, about one third of business travellers come to Hong
Kong SAR for MICE purposes. Twenty new exhibitions have been
confirmed for AsiaWorld-Expo, set for the end of 2005. Disneyland
will also provide new themed venues for incentives and corporate
events.

Research has shown that both long-haul and business visitors
have a strong interest in traditional festivities; thus, the HKTB will
tailor its mega-event promotions for these visitors. Two new mega
events themed around Hong Kong SAR's culture and heritage in
2006 should add further appeal in long-haul markets and Japan,

the major sources of business travellers, Ms Chow said.

International Visitor Arrivals to the Pearl River Delta Region

Destination 2000 2001 2002 2003 2004
Fujian 1,613,349 1,634,841 1,848,214 1,497,164 1,728,997
y-0-y % Change 13 13.1 -19.0 15.5
Guangdong 11,989,439 12,923,818 15,258,761 11,969,596 15,636,526
y-0-y % Change 7.8 18.1 -21.6 30.6
Guangxi 1,229,122 1,267,228 1,363,383 650,192 1,175,835
y-0-y % Change 3.1 7.6 -52.3 80.8
Guizhou 183,898 205,466 228,091 77,045 231,023
y-0-y % Change 11.7 11.0 -66.2 199.9
Hainan 486,838 456,843 389,361 293,377 308,638
y-0-y % Change 6.2 -14.8 -24.7 52
Hunan 454,008 504,554 566,229 153,931 553,365
y-0-y % Change e 11.1 12.2 -72.8 259.5
Jiangxi 163,057 196,327 240,895 165,560 287,744
y-0-y % Change A 204 2247 -313 73.8
Sichuan 462,040 574,756 667,224 451,713 966,241
y-0-y % Change 244 16.1 -32.3 113.9
Yunnan 1,001,141 1,131,303 1,303,550 1,000,101 1,100,994
y-0-y % Change 13.0 15.2 -233 10.1
Hong Kong SAR 13,059,477 13,725,332 16,566,382 15,536,839 21,810,630
y-0-y % Change 5.1 20.7 -6.2 404
Macau SAR 9,162,212 10,278,973 11,530,841 11,887,876 16,672,556
y-0-y % Change 122 12.2 3.1 40.2

Data Sources: China National Tourism Administration, Hong Kong Tourism Board, Macau Government Tourism Office
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numbers of visitors and bringing greater business opportunities.

The city is also making historical buildings and structures
unique landmarks of the city and an integral part of the layout of
urban spaces. A 5-km long axis of the traditional ancient city has
been preserved, comprising Zhenhai Tower on Yuexiu Hills, Dr Sun
Yat-Sen's Memorial Monument and Hall, Guangzhou City Council,
People’s Park, Haizhu Square and Haizhu Bridge.

This corridor links the Yuexiu Hills and the Pearl River,
embodying Guangzhou'’s geographical surroundings of mountains
and water. Dr Sun Yat-Sen's Memorial Hall is the nucleus of the
traditional city axis, a world famous arch building combining
Chinese and Western styles.

Guangzhou has also painstakingly renovated its waterways.
During the dredging process, ancient bridges were preserved so
that they both facilitate transportation and maintain an aesthetic
value with added historical significance. An example of this fusion
between aesthetics and utility is the Futong Bridge over the
Xiushui River.

A typical example of one of Guangzhou's historical preservation
districts is Sanlian Street, located in Liwan District and comprising
the folk zone of the Xiguan residential buildings. The Cantonese
housing layout and style of the area follow a tradition dating back
to the Qing Dynasty.

The area features narrow streets, zigzag alleys, and tiny, closely-
set homes and neighbourhoods. As many of these houses are
dilapidated, the Guangzhou Municipality has approved a policy to
finance renovation by the owners in addition to the overall
municipal renovation process that also includes road construction
and a project to establish more green areas.This not only removes
the danger of dilapidated houses but also restores the historical
features of the original buildings. Home owners must carry out
refurbishments that incorporate features of traditional Xiguan folk
customs.

As a result, Xiguan has become “Guangzhou's Historical
Museum with No Walls” The formerly shabby old houses have
been turned into beautiful homes that display a rich Lingnan
heritage. In addition, community squares have been added,
featuring tall ancient banyan trees, zigzag cobbled corridors and
replicated ancient teahouses. More and more businessmen have
been attracted, a clear indication of the increasing business

opportunities in store for Guangzhou.

HONG KONG SAR

Hong Kong SAR has always been known for its exceptional
marketing skills, and it plans to capitalise on them in the 2006
Discover Hong Kong Year campaign. This latest marketing effort is
forecast to bring total arrivals in 2006 to a new record of 27.14
million, generating total tourism expenditures of approximately
HK$114.7 billion.

In the 2005/06 budget, the Hong Kong Tourism Board (HKTB)
is expecting to receive additional tourism funding of HK$500
million, HK$5470 million of which will be used specifically to
implement this campaign and to develop the family and business
traveller segments, including young executives, as well as to
strengthen the promotion of the Quality Tourism Services (QTS)
scheme.

HKTB Chairman Ms Selina Chow said, “We will promote Hong
Kong aggressively in the next two years. Our campaign is expected
to bring 1.2 million visitors and 2 million visitor nights beyond the
HKTB's original growth forecast. It will also help generate an
additional HK$10 billion in tourism spending, meaning that for
every dollar of the Government's investment, the HKTB will
achieve HK$20 in return.”

Beginning in the second half of 2005, these promotional
activities are indeed expected to have a positive impact on 2005
total arrivals. As a result, the HKTB has revised its previously
announced 2005 arrivals target from 22.9 to 23.41 million and the
total tourism expenditures to HK$97.8 billion.

The campaign is said to represent a “critical milestone in the
history of Hong Kong's tourism’ according to Ms Chow. It
capitalises on the strong interest in Asia and China (PRC) in the
global tourism market.The HKTB's major short-term objective is to
make Hong Kong SAR a “must-visit” destination on any Asian or
China (PRC) itinerary.

With several new infrastructure projects currently under
development, including Hong Kong Disneyland, Hong Kong
Wetland Park and Tung Chung Cable Car, 2006 presents a golden
opportunity for Hong Kong SAR to package these new attractions
with its existing products to present an array of multi-dimensional
offerings aimed at attracting visitors from different markets and
segments.

One example is packaging the Wetland Park with other green
tourism assets, such as the 70 walking trails, more than 260 islands
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in addition to the existing 1,000-room hotel. Another US$50 million
will be invested in the 23,000 sq m Ponte 16 Theme Park, which
will feature a boutique hotel of about 100 rooms.

Wynn Resorts (Macau) is developing a 60,000 sq m Las Vegas-
style gaming and entertainment resort near the Hotel Lisboa on a
16-acre site. Its 9,300 sqg m gaming area will include 200 table
games and 350 slot machines. The 600-room hotel will be
supplemented by a 2,100 sq m multi-purpose entertainment and
ballroom facility and a 2,600 sq m retail shopping area.

Galaxy Casino Company opened its 165-room Waldo Hotel in
July 2004 with an investment of US$64 million. It is also investing
US$150 million in the Star World Hotel with over 500 rooms and
US$375 million in the CoTai Mega Resort, which will feature 4,000
rooms, a luxury resort with casino, and multi-purpose trade show
and conference facilities.

In addition to these new developments, another major investor,
Las Vegas Sands, recently opened the Sands Casino in May 2004.
The 24,400 sq m project was built with an investment of US5240
million. These new properties will all pale in comparison to ancther
huge Sands project in the pipeline, a US$12 billion casino complex
development that will add over 18,000 rooms to a newly-reclaimed
strip of waterfront property.

MGTO officials admit that while they are keen to downplay the
image of Macau SAR as the “Las Vegas of Asia; the huge amounts
of money invested in casinos will clearly emphasise that element
in the branding of the territory. For its marketers, that will pose an

interesting challenge.

GUANGZHOU

Across the border in Mainland China (PRC), officials in Guangzhou
are trying to balance the city’s reputation as an industrial/
manufacturing centre by highlighting and preserving its unique
heritage. However, in recent years, with the construction of
large-scale infrastructure such as the MTR subway, the Ring Road
and other urban arteries, the conflict between preservation and
development has become increasingly acute.

According to Mr Xu Ruisheng, Vice-Governor of Guangzhou,
the objective is to create a“new vitality” for Guangzhou, one of the
first 24 cities in China (PRC) conferred the title “Renowned City of
Historical and Cultural Heritage” by the State Council in 1982.

Recognising that within each city lays a treasure trove of history

RC), officials in Guangzhou are trying to balance the city’s reputa
ufacturing centre by highlighting and preserving its unique herit

and culture, authorities are working to balance the needs of modern
civilisation with preservation of its rich past.

Guangzhou is over 2,200 years old with numerous historical
sites of interest, especially the Mausoleum of the Nan Yue Kingdom
of the Western Han Dynasty and the relics of its Royal Garden and
Palace. Guangzhou is the starting point of the “Marine Silk Route”
and one of the cradles of China (PRC)'s modern revolution, from
where Dr Sun Yat-Sen led an uprising and established a revolutionary
regime.

In recent years, city authorities have carefully regulated the
management and reconstruction efforts of its historical sites. Top
priority is being given to the preservation of historical buildings
and sites of historic interest associated with important events and
prominent figures.

Some revolutionary sites or memorial buildings have been
turned into public museums, such as the old sites of the
Guangdong Provincial Peasants Association and Vietnamese
Youth Revolutionary Association, as well as the former residence
of author Lu Xun in the Baiyun Building.

In the city's various urban construction projects, the
Municipality requires all units to maintain a proper balance between
development and preservation when historical and cultural relics
are involved or when such sites are discovered.

For example, during the 1998 construction of Guangming
Square, a planned 34-storey residential and commercial building
on Xihu Road, the relic of an ancient wooden water-gate was
discovered. Subsequently, the project was halted in March 2000.

The water-gate was found to be the southernmost building relic
of the Nan Yue Kingdom, providing important evidence for the study
of changes along the Pearl River shores in the city’s development. It is
also the earliest wooden water-gate discovered in China (PRC) and
possibly the world, and thus has a high research value.

By the end of 2003, the Municipality decided to preserve the
water-gate and construct Guangming Square by integrating the
two. Authorities discarded plans for a residential component of
the building, dedicating it only to commercial purposes. But
within this commercial area, ample space for the wooden water-
gate was preserved and integrated into the design.

Since completion, the wooden water-gate within the
commercial area of Guangming Square has become the first
“Indoor Publicly-Opened Relic” in China (PRQ), attracting large



QUALITY TOURISM SERVICES SCHEME

The HKTB will further strengthen its promotion of the QTS scheme.
In 2005, the HKTB aims to increase the number of accredited
merchant outlets by 20% to 6,000. It will also examine the feasibility

of extending this scheme to other tourism-related sectors.

PROMOTIONS AND PUBLICITY

Leading the promotional activities is a three-day trade familiarisation
visit for the international travel trade and media in May 2005 to
introduce the Discover Hong Kong Year campaign. The HKTB also
plans to bring the campaign to consumers globally through
advertising, roadshows, direct mail and promotions.

Another major objective is to create a business platform for
tourism-related sectors. The HKTB will work with shopping and
dining merchants to introduce special privileges and offers during
mega event periods in order to stimulate visitor spending. They
also plan to collaborate with the government on programmes to
foster Hong Kong SAR's hospitality culture and will strengthen its

meet-and-greet services at entry points.

MORE VISITORS FROM THE MAINLAND

According to Ms Chong, the HKTB is forecasting the average
length of stay of overnight visitors to be 3.7 nights in 2005, the
same figure as for 2004."This is still higher than the 3.6 nights we
achieved in 2002," she said. Ms Chong added that this is “despite
the continued growth in the number of Mainland China travellers
under the Individual Visit Scheme (IVS), who tend to visit more
often for shorter periods, and also a growing world trend towards
shorter vacations.”

Of the 1.07 million visitors from Mainland China in January
2005, 43.8% arrived under the IVS scheme. In total, the number of
individual Mainland visitors to Hong Kong SAR has now surpassed
5 million since the launch of IVS in late July 2003. A further boost
in IVS arrivals is expected since the central government has
extended the scheme to residents of Tianjin and 15 districts of
Chongging since March 1, 2005.

The proportion of same-day in-town visitors from Chinese
Taipei fell significantly to 67.9% in January 2005 from 76.2% in
January 2004.This is largely due to the fact that previously, many
arrivals in this category related to business travel between
Chinese Taipei and the Mainland, and these visitors are now able
to take direct SkyPier ferries from Hong Kong International Airport
to Pearl River Delta destinations without passing through Hong
Kong SAR immigration.

On the other hand, the proportion of same-day Mainland

visitors increased to 35.7% from 32.0% a year ago, following last
year's substantial expansion of IVS, making it easier for many
Mainland travellers — especially those from Guangdong — to make

shorter but more frequent trips.

CONCLUSION

The last time the PATA Annual Conference was held in the Pearl
River Delta region, it was in Hong Kong in 2000. Clearly, much has
changed since then. This month's conference will provide PATA
delegates with an excellent opportunity to get a broad and
sweeping update of all the new products, policies and promotions
underway in this dynamic region. The PRD is well on its way to

becoming a major destination in its own right.

Much of the material for this edition of Issues &Trends became available as a result
of the Pearl River Delta Tourism Development Symposium, organised by tourism and
hospitality students of the Institute For Tourism Studies (IFT) in Macau SAR, December 2004.

As part of their studies of the MICE segment, these students had to organise the
Symposium, source speakers and run the event from conception to post-event analysis
with course grades being given for the practicum.

The authors would like to congratulate the students for a very fine job all around and
for introducing us to the potential of the Pearl River Delta,

Thanks also to Dr Fanny Vong, IFT's president as well as Mr Glenn McCartney and
Ms Julie Spiller, lecturers in the course on Event Management for having the wisdom,

foresight and patience to endorse such a practicum.
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