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Frequently Asked Questions – Agreement on Trade in Services 

(implemented on 1 June 2016) 

Q1. What is the importance of the Agreement on Trade in Services 

signed in 2015? 

A: The Central Government announced in 2011 to basically achieve 

liberalisation of trade in services in the Mainland for Hong Kong 

by the end of the National 12th Five-Year Plan period.  The 

Agreement on Trade in Services basically achieves liberalisation of 

trade in services between the Mainland and Hong Kong, enabling 

the two sides to reach a new milestone after the continuous 

liberalisation of trade in services through CEPA over the years. 

The Agreement between the Mainland and Hong Kong on 

Achieving Basic Liberalisation of Trade in Services in Guangdong 

(hereinafter referred to as the “Guangdong Agreement”) drawn up 

in 2014 is the first free trade agreement (FTA) signed by the 

Mainland with pre-establishment national treatment and in the 

form of negative list.  On the basis of the Guangdong Agreement, 

the Agreement on Trade in Services further enhances the 

liberalisation in both breadth and depth, including extending the 

implementation of a number of Guangdong pilot liberalisation 

measures to the whole Mainland, as well as reducing the restrictive 

measures in the negative list.  Overall speaking, under the 

Agreement on Trade in Services, except for a handful of services 

trade liberalisation measures which remain to be pilot run in 

provinces like Guangdong, the remaining liberalisation measures 

are implemented in the whole Mainland.  In respect of the mode 

of "commercial presence", the Mainland applies national treatment 

to Hong Kong except for the restrictive measures specified in the 

negative list. Besides, a number of new liberalisation measures 
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have been added in the positive lists for cross-border, cultural and 

telecommunications services. 

Q2. What is the relationship between the Agreement on Trade in 

Services and CEPA and its Supplements, and the Guangdong 

Agreement?  Are the previous liberalisation measures still in 

force? 

A: The Agreement on Trade in Services is an agreement that contains 

services trade liberalisation measures of a liberalisation level higher, 

or at least not lower than those implemented in CEPA and its 

Supplements and also the Guangdong Agreement.  It made 

reference to the framework of the Guangdong Agreement.  In 

addition to including new liberalisation measures introduced in 

2015, by covering and consolidating commitments relating to 

liberalisation of trade in services provided in CEPA and its 

Supplements and also the Guangdong Agreement, the Agreement 

becomes a stand-alone, subsidiary agreement relating to trade in 

services under the framework of CEPA.  As such, the 

liberalisation measures in CEPA and its Supplements and the 

Guangdong Agreement are fully covered in the Agreement on 

Trade in Services. 

Q3. Compared with CEPA signed in 2003, what important 

provisions and concepts have been added to the Agreement on 

Trade in Services? 

A: Since its signing in 2003 up to Supplement X to CEPA, CEPA all 

along adopted the positive list liberalisation approach.  The 

Agreement on Trade in Services follows the liberalisation approach 

of the Guangdong Agreement by fully adopting the new 

“pre-establishment national treatment plus negative list” 

liberalisation approach in respect of the mode of “commercial 

presence”, and in accordance with the WTO rules and the 

prevailing international practices, introducing provisions for 
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national treatment, most-favoured treatment and restrictive 

measures, which are important integral parts for adopting negative 

list approach for liberalisation. 

Q4. Overall speaking, what level of liberalisation has the 

Agreement on Trade in Services achieved? 

A: Under the Agreement on Trade in Services signed in 2015, there 

are 153 services trade sectors which the Mainland has fully or 

partially opened up to Hong Kong, accounting for 95.6% of all the 

160 WTO services trade sectors.  In respect of the mode of 

“commercial presence”, national treatment is applied to Hong 

Kong in 62 sectors. 

In respect of the mode of “commercial presence”, the negative list 

covers 134 services trade sectors, reserving 120 restrictive 

measures as inconsistent with the obligation of national treatment.  

In other words, with respect to the mode of “commercial presence”, 

except for the abovementioned restrictive measures as well as the 

horizontal management measures, the Mainland does not impose 

any particular restrictions for eligible Hong Kong service suppliers, 

i.e. national treatment applies. 

The positive lists covering “cross-border services” (i.e. the modes 

of cross-border supply, consumption abroad and movement of 

natural persons) as well as the sectors of telecommunications and 

cultural services have newly added 28 liberalisation measures. 
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Q5. What are the differences between the approach of “negative list” 

and “positive list” for liberalisation? 

A: The “positive list” approach sets out the liberalisation measures for 

Hong Kong by the Mainland.  No other commitment is made. 

“Negative list” is a more transparent, stable and predictable way of 

listing liberalisation commitments.  In FTAs and investment 

agreements, contracting parties may set out in the “negative list” 

restrictive measures for specific services trade sectors that are 

inconsistent with the obligation of national treatment, 

most-favoured treatment, etc.. 

Measures listed in the “negative list” are “restrictive measures”.  

With the adoption of “negative list”, except for those restrictive 

measures as well as the horizontal management measures, the 

Mainland will not impose any particular restrictions on eligible 

Hong Kong service suppliers, i.e. “permitted if not forbidden”.  

Meanwhile, regarding the modes of cross-border supply, 

consumption abroad, movement of natural persons (collectively 

known as “cross-border services”), as well as sectors of 

telecommunications and cultural services, the Mainland’s 

liberalisation measures for Hong Kong service suppliers still 

remain positively listed item by item. 
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Q6. Are there any examples on how to interpret the “negative list”?  

A:  Measures listed in the negative 

list 

Interpretation 

  Can be ……, while the 

Mainland ……shall have the 

right of control over …… 

Except for those restrictive 

measures as well as the 

horizontal management 

measures, the Mainland will 

not impose any particular 

restrictions on eligible Hong 

Kong service suppliers. 

  Not to provide / engage 

in …services 

  For engaging in …, the 

Mainland party shall be the 

controlling shareholder 

But in a few sectors, the restrictive measure is “provision of … 

services is restricted to... ”, which means that the services that 

Hong Kong service suppliers can provide is restricted to those 

listed on the negative list. 

Q7. Do provisions for national treatment and most-favoured 

treatment apply to all modes of services in all sectors? 

A: Provision for national treatment represents the highest standard of 

liberalisation.  Their specific application depends on the 

liberalisation measures and the extent of liberalisation of respective 

sectors.  If there is no longer any restrictive measure for a 

particular sector in the negative list, that sector has achieved 

national treatment. 

In accordance with provision for most-favoured treatment, any 

CEPA-plus liberalisation measures included in the FTAs signed by 

the Mainland with other countries or regions will also be extended 

to Hong Kong, assuring Hong Kong’s favourable position to enjoy 
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the most preferential liberalisation measures of the Mainland.  

Besides, the unilateral liberalisation measures introduced by the 

Mainland which are applicable to all external investors will be 

immediately and automatically applied to Hong Kong without the 

need to be included into CEPA. 

Q8. Does the “application of national treatment” mean that the 

operation of Hong Kong enterprises in the Mainland will no 

longer be restricted? 

A: The “application of national treatment” means that Hong Kong 

service suppliers will be treated equally as the Mainland service 

suppliers.  If the Mainland enterprises are subject to relevant rules 

and regulations, Hong Kong service suppliers will also be subject 

to equal restrictions. 

Q9. There are still many restrictive measures in many sectors in the 

Agreement on Trade in Services.  Does it mean that national 

treatment is not truly applied in those sectors?  Why are some 

sectors still adopting the approach of positive list? 

A: Provision for national treatment represents the highest standard of 

liberalisation.  Specific application depends on the liberalisation 

measures and the extent of liberalisation of respective sectors.   

From implementation experience on the international front, 

exception to national treatment by contracting parties often takes 

the form of reservation from national treatment obligation, which is 

common international practice. 

In view of the particularity and complexity of individual sectors, 

these sectors still adopt the approach of positive list.  In fact, the 

use of a hybrid approach of positive and negative lists to set out 

details of liberalisation in different sectors is commonly adopted by 

other FTAs. 
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Q10. Why is the “negative list” only adopted in the mode of 

“commercial presence”? 

A: At present, Hong Kong service suppliers operate in the Mainland 

mainly by setting up of enterprises, i.e. to provide services by 

means of “commercial presence”.  As such, the use of negative 

list in respect of the mode of “commercial presence” is primarily to 

meet the most popular business mode adopted by Hong Kong 

traders, helping them to better tap into the Mainland market. 

Q11. Why are cross-border services and the sectors of 

telecommunications and cultural services dealt with under the 

approach of positive list? 

A: Liberalisation of cross-border services and the sectors of 

telecommunications and cultural services is a relatively sensitive 

subject in any FTA.  These sectors have their specific trade 

characteristics, sophisticated laws and regulations, greater 

regulatory pressures, while at the same time may involve public 

interest and safety.  The liberalisation therefore remains to be 

positively listed. Yet, it does not mean that the Mainland refrains 

from opening up these sectors to Hong Kong.  In the positive lists 

of the Agreement on Trade in Services signed in 2015, there are 

altogether 28 newly-added liberalisation measures. 

By virtue of international experience, it is a common practice for 

other countries and regions to deal with certain sectors by 

dedicated chapters in FTAs. 
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Q12. Clause 2, Article 8 (Exceptions) of Chapter 3 (Obligations and 

Disciplines) of the Agreement on Trade in Services specifies 

that “The horizontal management measures adopted by one 

side regarding the foreign character of the services or service 

suppliers of the other side shall not be considered as less 

favourable treatment.”  What are the horizontal management 

measures referred therein? 

A: Horizontal management measures refer to the management 

measures targeted at the foreign character of the service suppliers 

abroad and they are applicable to all services trade sectors, such as 

the need for foreign investors to use RMB for settlement, to hold 

valid documents for the application for licences, etc..  These 

measures under the Agreement on Trade in Services will not be 

considered as less favourable treatment than the national treatment. 

Q13. Why hasn’t Annex 2 to the Agreement on Trade in Services set 

out the liberalisation list and the restrictive measures of Hong 

Kong? 

A: CEPA specifies that the two sides will, through consultation, 

formulate and implement further liberalisation of the service 

sectors of Hong Kong for the Mainland and the relevant specific 

commitments will be listed in CEPA.  However, as Hong Kong is 

a highly liberalised economy, there is no need to introduce any new 

liberalisation measures but only need to honour the original 

commitment by not imposing any restrictive measures on 

Mainland’s services and service suppliers in the areas of services 

covered under CEPA.  The Agreement on Trade in Services 

follows the ongoing practice in this regard.  Apart from keeping 

its commitment of not imposing any restrictive measures, it states 

that the liberalisation and restrictive measures of Hong Kong will, 

through consultation, be included in the Agreement on Trade in 

Services. 




