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Steering Committee on the

Feasibility Study on the Financial Services Institute

Committee Report

Issue


In enhancing the competitiveness of Hong Kong as a leading international financial centre, it is important to take a strategic view of human resources development in the financial services sector and to ensure focused and co-ordinated input into such efforts.

Recommendations

2.
The Steering Committee on the Feasibility Study on the Financial Services Institute (the Steering Committee) recommends that -

(a)
an Advisory Committee on Human Resources Development in the Financial Services Sector (the “FinMan Committee”) be established to provide an on-going mechanism to match the demand for and supply of human resources development programmes in the financial services sector, and to co-ordinate and motivate sector-wide support to human resources development in pursuit of the longer term benefits of the sector; 

(b)
the FinMan Committee be made up of representatives from the financial services industry, the financial regulators, the professional bodies in the industry providing specific training for industry practitioners, the universities and other vocational training bodies providing human resources programmes, and relevant government bureaux;

(c)
the Chairman of the FinMan Committee be appointed by the Chief Executive;

(d)
the FinMan Committee be set up by the end of 1999;

(e)
the roles and functions as well as the effectiveness of the FinMan Committee be reviewed three years after its inception; and

(f)
some of the basic skills required by the financial services sector be addressed in a wider perspective by the Government and academic institutions in the provision of basic education at the pre-employment stage.

Background

3.
The financial services sector is generally defined to cover the banking industry, the securities and futures industry, the debt market, the insurance market, retirement and provident fund management industry, and other business-related professional sub-sectors including accountants and company secretaries.

4.
Hong Kong is a major international centre for most of the above industries and sub-sectors.  Our financial services sector has been growing fast in the past decade.  The operations within individual sub-sectors are also becoming more sophisticated, thus requiring different types and levels of professional and/or technical knowledge and good standard of practice.  At the same time these sub-sectors have a stronger tendency to integrate with each other.  For example, the growth and development in the banking system has to be in sync with that in the securities and investment systems.  To maintain the competitiveness of Hong Kong as an international financial centre, it is to the interest of the financial services community as a whole to synchronise, as far as possible, human resources development for all these related sub-sectors.  Meanwhile, with the vast opportunities provided by the Mainland in its economic development, the financial services sector in Hong Kong must be able to respond rapidly by matching the demand for different types and levels of expertise in order to reap the most benefits afforded by these opportunities.  As the number of people engaged in the sector increases over the years, there is an increasing need to provide a focused and co-ordinated input to human resources development for the sector to meet the challenges ahead.

5.
At present, various academic institutions, professional bodies and market participants provide different types of training and other human resources development programmes to cater for the needs of the sector to a certain extent.  The growing demand for greater breath and depth of skills and expertise has called for better co-ordination in the overall development of human resources in the sector.  This has also created concerns over meeting the longer term needs of the financial services sector and Hong Kong’s role as an international financial centre in the future.

6.
The Administration is aware that meeting the human resources needs in the financial services sector is essential to enhancing the long term competitiveness of Hong Kong as an international financial centre and our role as the Mainland’s window to further economic development in Hong Kong.  In October 1997, the Chief Executive announced in his Policy Address the Administration’s support for a study into the need for and feasibility of setting up a financial services institute (FSI) to co-ordinate training for the financial services sector.  A Steering Committee on the Feasibility Study on the Financial Services Institute (the Steering Committee) was appointed by the Financial Secretary in December 1997.  It is chaired by Dr Edgar Cheng and supported by representatives of industry organisations, regulators, the academia, vocational and training bodies and relevant government bureaux.  The terms of reference and the membership list of the Steering Committee are at Appendices I and II respectively.  The Steering Committee receives secretarial support from the Financial Services Bureau.


Consultancy Study

7.
As a first step, the Steering Committee has commissioned a consultancy study to look into the present and future demand for and supply of human resources development programmes in the financial services sector of Hong Kong.  “Human resources development programmes” referred to in this context include all types of pre-service and in-service academic programmes or vocational or on-the-job training provided by the public or private sector that are relevant to the financial services sector.  The consultancy study is the first of this kind in Hong Kong.  It is intended to take stock of existing human resources development opportunities available for practitioners in the financial services industries as well as future entrants.  It is also to survey, through wide consultation with the market stakeholders as well as research into international and regional practices, the needs of the financial services sector of Hong Kong.

8.
The Steering Committee appointed the PricewaterhouseCoopers to conduct the study.  The consultants started the study in October 1998.  They divided the financial services sector into four industries, namely banking, insurance, capital markets and investment management.  They sought to assess the adequacy of human resources development programmes in the financial services sector through interviews, questionnaire surveys, workshops and desk research.  By identifying the factors driving changes and developments of the business nature of the financial markets, the consultants have come to a view on the human resources qualities which would be required for meeting the changes and challenges ahead.  In addition, the consultants have analysed the human resources development approaches and strategies in four international financial centres, namely New York, London, Frankfurt and Singapore.  These analyses provided useful reference in considering the best way to co-ordinate human resources development inputs to enhance Hong Kong’s position as an international financial centre.

9.
The financial services sector has given tremendous support to the consultancy.  Industry representatives, including those sitting on the Steering Committee, have taken an active part in the interviews and questionnaire surveys.  They have also mobilised their colleagues in charge of human resources development and training to attend the workshops and provide valuable input to the key issues concerned.  Over 100 contributions were received.

Survey Findings

10.
The consultants find that to meet the rapid changes and future developments in the financial markets, both in Hong Kong and overseas, practitioners in the financial services sector or prospective entrants need to be equipped with basic and more specialised skills.  There is an immediate need for improvements to certain skills, e.g. language, information technology, people management, product knowledge, etc.  At present, a lot of human resources development programmes in this area are provided by various training providers, including academic institutions, commercial trainers, industry and professional associations and the Vocational Training Council.  According to the consultants’ findings, the industry generally considers that the training programmes cannot meet the various levels of market needs.

11.
The perceived inadequacy cuts across basic skills and specialised skills.  The basic skills refer to those such as language proficiency (particularly the English language), creative and lateral thinking ability, communication skills and IT knowledge, which are considered to be more fundamental and generic issues related to the current education system at the pre-employment level.  In respect of specialist skills, there is a growing demand for high quality programmes to develop greater breath and depth of core skills and for more sophisticated specialist training and development to meet the business needs of an increasingly complex and sophisticated industry.

12.
On the supply side, the consultants find that there are considerable gaps and some duplications in the provision of training programmes at the pre-employment and in-service levels whilst there are not sufficient programmes available at the specialist level, partly because of the inadequacy of well-qualified and suitable trainers.  The consultancy study points out that the industry itself has not clearly articulated their training needs and the suppliers do not have a good understanding of  those needs.  This has resulted in a gap between the demand for training programmes and the amount of relevant quality programmes being supplied.

13.
The consultants consider that the mismatches between demand and supply are mainly due to inadequate communication and co-ordination amongst the stakeholders.  There is scope for the suppliers to take a more proactive approach to understand the industry’s human resources development needs and for the industry itself to articulate their needs more clearly or draw up more comprehensive human resources development plans.  In addition, the industry’s human resources strategies may only cater for their own business development and there seems to be a lack of co-ordinated effort for sector-wide development of human resources.  Drawing experience from other international financial centres, the consultants consider it necessary to develop an overall visionary view of the human resources development requirements to remove any gaps in the critical skills for Hong Kong to remain competitive.  The consultants conclude that there is a clear need to improve the communication and co-operation amongst the stakeholders in order to meet the fast-changing needs of human resources development of the financial services sector.  The industry and the suppliers should be more closely linked with the support of Government to identify and meet the human resources development needs in the sector.

Options for change

14.
The consultants have identified three options for change with varying degree of reliance on market forces and Government involvement.  They are :

Option one –
A physical FSI directed by the Government to provide research and development and implementation of change including delivery of human resources development;

Option two –
A financial services forum to provide research and development comprising representatives from the Government, the industry and the training providers; and a physical facility to better focus supply and to meet key skill gaps;

Option three –
Development and delivery of human resources development to be self-driven by free market forces while the Government provides ‘carrot and stick’ policies.

15.
Among the options, the consultants recommend option two which encourages joint responsibility of the industry and the Government.  Option two is recommended as an immediate action to be taken with pro-active government support while market forces would remain the major drive in identifying human resources development needs in the financial services sector and the development of appropriate training programmes to meet such needs.  The consultants recommend that an advisory committee comprised of members from the Government, the industry and the training providers be set up to provide a forum for formal liaison, strategic human resources development planning and assessment of training needs.  The consultants also recommend that the forum should oversee the development and delivery of critical skill programmes and formally evaluate programmes against critical skills gaps across various financial industries on an on-going basis.  Apart from the advisory committee, the consultants also recommend to establish a physical training facility to provide appropriate training for the financial services sector.

Evaluation and consideration

16.
The Steering Committee has met five times to steer the consultancy study while its Working Group has met six times to monitor the progress.  Having considered the findings of the consultancy study, the Steering Committee has come to the following views –

(a) human resources is the key asset of the financial services sector of Hong Kong.  In order to meet the challenges ahead, human resources development should be on top of the agenda of the financial services sector when we enter the new millennium;

(b) as the financial industry is a dynamic business, the driving factors for its future development have important implications for human resources needs and skills requirements.  It is necessary to develop a visionary view on the future human resources development in the financial services sector to tie in with the global development;

(c) there is generally a lack of co-ordinated human resources strategy in the financial services sector.  The sector needs to articulate clearly its current and future human resources needs and reflect its needs to the suppliers of training programmes;

(d) human resources development should be addressed at various stages of an individual's career, i.e. (i) pre-employment: general education prior to joining the industry; (ii) in-service: training to enable better performance; and (iii) specialist: continuing professional programmes to help practitioners to develop a career in the financial services sector;

(e) a lot of training opportunities are currently available in the market for practitioners in the financial services sector.  The issue of concern is not the quantity of training programmes but the quality of the programmes and the mismatch between the demand and supply in the respect of type and level of training;

(f) the quality of the training programmes may be affected by the lack of quality trainers while the problem of mismatch is mainly due to the lack of formal communication and co-ordination between the users and the suppliers;

(g) some of the basic skills required by the industry (such as English language proficiency, information technology skills) which should have been developed during the schooling years are inadequate because the priority of the current education system does not seem to tally with the priority of business needs.  These have more to do with the education system and approach at the pre-employment stage, and should be addressed in a wider perspective by the Government and academic institutions in the provision of basic and tertiary education;

(h) it is necessary to set up an on-going mechanism to oversee and co-ordinate, in particular, in-service and specialist training needs of the sector by making the best use of existing resources; and

(i) for the benefit of Hong Kong as a whole, it is important that the financial services sector’s view on human resources development needs are taken into account in basic and tertiary education.

Option of a physical training facility

17.
The Steering Committee agrees that there is an urgent need to bridge the gap between the demand for and supply of human resources development programmes in the financial services sector.  However, the Steering Committee unanimously considers that the consultants’ proposal to set up a physical training facility for the financial services sector should not be pursued, for the following reasons -

(a) there are at present many training providers including tertiary institutions, other academic institutions, industry and professional bodies, vocational training bodies, regulatory bodies and commercial training providers.  They provide various types and level of pre-employment and in-service training programmes for the financial services sector.  As the consultancy study reveals, the problem besetting the financial services sector is not the lack of training programmes but the inadequacy of relevant programmes to meet the needs of the sector.  It is therefore not a matter of numbers but rather communication gaps.  Setting up yet another physical training facility will cause duplication of resources and confusion in division of responsibilities among existing training providers;

(b) establishing a physical training facility will potentially lead to undue concentration of training resources, to such an extent as to hindering its ability to flexibly and sensitively respond to the human resources needs and market situations in the fast developing financial services industry; and 

(c) the presence of different training providers will help promote competition among the providers, which in turn help ensure the variety and quality of the training programmes.

Option of an Advisory Committee

18.
The Steering Committee unanimously supports the proposal to set up a new advisory committee to co-ordinate human resources development in the financial services sector.  The committee may be called the “Advisory Committee on Human Resources Development in the Financial Services Sector” or the “FinMan Committee” in short.  The advisory committee is expected to pursue the following missions -

(a) to develop a visionary view on human resources development in the financial services sector;

(b) to pursue the longer term benefits of the sector as well as the Hong Kong economy as a whole in the respect of human resources development; and

(c) to cultivate a sense of partnership in the sector in the pursuit of the common objective of enhancing the competitiveness of Hong Kong as an international financial centre.

19.
The advisory committee is expected to provide a forum for both the users and suppliers of human resources development programmes to meet and discuss the needs of human resources in the financial services sector; to enhance co-ordination among suppliers and to reduce the level of duplication of resources as far as possible.  The proposed terms of reference for the advisory committee is at Appendix III.

Composition of the Advisory Committee

20.
To facilitate effective co-ordination work, the Steering Committee considers that the FinMan Committee should comprise representatives from the industry, regulatory bodies, professional bodies, training providers and relevant government bureaux.  The Committee may be made up of about 15 members from the following groups –

(a)
financial regulators;

(b)
demand side : representatives of the financial services industry, being users of the human resources development programmes;

(c)
supply side : professional bodies in the financial services industry which provide specific training for industry practitioners; and universities and other vocational training bodies, being providers of human resources programmes, whether of a pre-employment or in-service skills upgrading nature, which are specific to financial services; and 

(d)
relevant government bureaux.

21.
The Steering Committee also recommends that the Chairman of the FinMan Committee be appointed by the Chief Executive.  The proposed composition of the Committee is at Appendix IV.

Proposed roles and functions of the Advisory Committee

22.
The FinMan Committee will be the first formal and on-going establishment for human resources development in the financial services sector.  It is expected to start the momentum and interaction in human resources development.  The Committee is also expected to pool and synchronize training resources and expertise in the financial services sector and provide a forum for more co-ordinated input to human resource development.  It should be a focal point for co-ordinating the long term needs of human resources development in the sector, and a major force for taking forward, on an on-going basis, human resources development initiatives aiming to maintain the overall competitiveness of Hong Kong as an international financial centre.

23.
The FinMan Committee will provide a formal channel for the industry practitioners to meet and exchange views on future market developments and to formulate a visionary view and longer term strategy to capitalize on such developments.  This will help cultivate a stronger sense of belonging and responsibility among the practitioners.  With the set up of the FinMan Committee, the sector itself can have a proper forum to articulate clearly its current and future human resources requirements.  The FinMan Committee will co-ordinate and collate the efforts of the financial services sector as a whole in pursuing their human resources concerns within and outside the sector.  It will also provide a formal channel for the industry and the training providers to interact so that the providers can better understand the users’ needs and to offer training programmes to meet those needs as appropriate.

24.
As regards basic skills at the pre-employment stage, the FinMan Committee will play an important role in reflecting the industry’s needs to relevant bodies through the Education and Manpower Bureau (EMB) in the basic and tertiary education system with a view to soliciting quality graduates equipped with appropriate and adequate basic skills required by the industry.  This would better enhance the potential entrants' ability for further industry-specific improvements.  It is hoped that the FinMan Committee will act like a catalyst to consolidate and synchronise the sector-wide efforts in the financial services sector for the human resources development and at the same time to cultivate a common goal in the sector to enhance Hong Kong’s competitiveness as an international financial centre.

25.
The Steering Committee considers that the more difficult part of the work of the FinMan Committee would be to ensure that the views of the financial services sector are taken into account by the training providers in the development of human resources development programmes.  However, the Steering Committee does not consider it necessary for the FinMan Committee to have statutory or executive power for it to perform its roles and functions.

26.
The effectiveness of the FinMan Committee will depend very much on whether an on-going mechanism can be put in place for it to interface with existing training providers, both within and outside the financial services sector, at the programme planning stage.  In this respect, EMB, which is in charge of territory-wide education and human resources planning, would have an important role to play in the interface between the FinMan Committee and the existing manpower planning mechanism for the most efficient use of resources available.  Representatives from EMB and key training institutions are recommended to sit on the Committee.  The FinMan Committee will work closely with EMB and all other parties concerned and capitalise, to the extent possible, on EMB’s role in shaping and co-ordinating territory-wide education and manpower training policy.

27.
It is suggested that a review on the roles and functions as well as the effectiveness of the FinMan Committee be conducted three years after its inception.

Proposed work plan of the FinMan Committee

28.
Subject to endorsement, we recommend that the FinMan Committee be set up by the end of 1999.  In order to pursue its missions and objectives, the FinMan Committee may develop a work plan in its inaugural year along the following lines –

(a)
Seminar

29.
It may hold a seminar for the financial services sector to explore the current and future business development opportunities of the sector.  Leaders and representatives from the financial market regulators and key institutions in the sector may be invited to attend the seminar.  Through the discussions, it is hoped that the key factors driving the future changes and developments of the sector could be identified.  Those driving factors would help underline the implications for the human resources needs of the sector.

(b)
Workshops

30.
Subsequent to the sector-wide seminar, a series of workshops may be conducted for respective industries in the financial services sector.  Through the workshops, it is expected that each industry would discuss and identify the critical skill sets which are essential to meet the challenges and opportunities ahead.

(c)
Research and studies

31.
The FinMan Committee may also commission research work and studies in the inaugural year of its inception to better perform its functions in co-ordinating the human resources development opportunities in the financial services sector.

Secretarial Support to the FinMan Committee

32.
Financial Services Bureau, the policy bureau of financial services in Hong Kong, may provide the secretarial support to the FinMan Committee.  

Consultation on the establishment of the FinMan Committee

33.
In order to assume an effective co-ordinating role in bridging the gaps between the demand for and supply of human resources development programmes for the financial services sector, the FinMan Committee would need to develop measures to better enable the industry to articulate their views on the future development of the financial services sector and the training requirements as a result.  The Steering Committee has therefore initiated a buy-in process in June 1999 to establish a sense of involvement among the industry people in the future work of the FinMan Committee and more importantly a sense of partnership in the pursuit of the common objective of enhancing Hong Kong’s competitiveness as an international financial centre.

34.
In June 1999, a simple questionnaire was issued to basically all institutions which have participated in the previous consultancy study.  The questions were designed to validate the findings of the previous consultancy study, to test the level of support of the industry for the proposal to set up the FinMan Committee and to gather their views on the roles and functions of such a committee.

35.
To couple with the questionnaire survey on the user side, the Steering Committee has also initiated interviews, through the assistance of the Financial Services Bureau, with the chief executives of some professional bodies in the financial services sector which provide human resources development programmes for industry practitioners.  The interviews were to explore with the professional bodies on the best way their institutions might participate in the future work of the FinMan Committee, and to solicit their support by way of provision of appropriate human resources development programmes in line with the FinMan Committee’s future recommendations.

36.
In general, all the institutions involved in this round of consultation welcome the setup and the proposed functions of the FinMan Committee.  They consider that the FinMan Committee can help co-ordinate the training efforts of both the users and the suppliers and provide a more focused input to the human resources planning and development.  As regards the roles and functions of the FinMan Committee, their views coincide, to a large extent, with the Steering Committee’s recommendations and have been taken into account in devising the proposed terms of reference of the FinMan Committee in Appendix III.  All the professional training bodies interviewed support the setup of the FinMan Committee and express their willingness to assist in its future work and co-operate with it as far as possible.

Funding Arrangements

37.
Subject to endorsement of the establishment of the FinMan Committee, it is proposed to set aside a non-recurrent expenditure of $2 million to fund any initiatives which the Committee may pursue in 2000-2001.  It is also proposed that a secretariat for the Committee be set up in the Financial Services Bureau to provide administrative support to the work of the Committee.

September 1999

Appendix I

Steering Committee on the Feasibility Study on the

Financial Services Institute

Terms of Reference

In recognition of the need to maintain and enhance the long-term competitiveness of Hong Kong as an international financial centre and the mainland’s principal channel to international financial markets –

(a) To consider the need for human resources development in the financial services sector and how they can be met by

· the setting of professional standards 

· the direct or indirect provision of training

· the organisation of examinations and establishment of membership bodies

· the development of mutual recognition mechanisms and seeking accreditation for relevant locally awarded qualifications;

(b) To examine the need for and feasibility of the establishment of the Hong Kong Financial Services Institute and, if affirmative, consider the options of institutional arrangements;

(c) To examine resources implications and draw up an implementation programme based on the recommended set-up; and

(d) To consider any other related issues arising from the deliberation on the above.

December 1997

Appendix II

Steering Committee on the Feasibility Study on the

Financial Services Institute

Membership List

Chairman


Dr Edgar Cheng, JP




Vice-chairman


Mr Roger Luk
Deputy Chief Executive, Hang Seng Bank Limited


Mr Rafael Hui, JP


Secretary for Financial Services

Members


Mrs Rebecca Lai


Professor Y C Jao
Deputy Secretary for Financial Services

School of Economics and Finance, University of Hong Kong


Professor Chan Yuk-shee
School of Business and Management, HK University of Science & Technology


Mr Andrew Sheng
Chairman, Securities and Futures Commission


Mr Alec Tsui
Chief Executive, The Stock Exchange of Hong Kong


Mr Randy Gilmore
Chief Executive, Hong Kong Futures Exchange Limited


Mr Terry Smith
Deputy Chairman, HK Federation of Insurers


Mr Edwin Lau
Deputy Chairman, HK Institute of Bankers


Ms Helen Wong
Chairlady, HK Capital Markets Association


Mr Stephen Clark
HK Corporate Finance Association


Mr Aloysius Tse
President, HK Society of Accountants


Mr Murry Simpson


(Mr Desmond Chan until March 1999)
Chairman, HK Investment Funds Association


Professor N Lee, JP
Executive Director, Vocational Training Council


Mr Raymond Li, JP
Executive Director, Hong Kong Monetary Authority


Mr Tony Reynalds


Principal Assistant Secretary, Education and Manpower Bureau

Secretary


Miss Vivian Lau
Principal Assistant Secretary, Financial Services Bureau

Appendix III

Advisory Committee on Human Resources Development

in the Financial Services Sector

(“FinMan Committee”)

Proposed Terms of Reference

Mission

To develop a visionary view on the human resources development in the financial services sector; to pursue the longer term benefits of the sector as well as the Hong Kong economy as a whole in the respect of human resources development; and to cultivate a sense of partnership in the financial services sector in the pursuit of the common goal of enhancing the competitiveness of Hong Kong as a premier international financial centre.

Terms of reference

(a) To advise the Government on the strategic development of human resources in the financial services sector;

(b) To serve as a forum for both financial services practitioners (users) and training providers (suppliers) to exchange views on the needs of human resources development programmes for the financial services sector;

(c) To liaise with the training providers including academic institutions, vocational training bodies and other relevant organisations on the provision and development of training programmes to meet the needs of the financial services sector;

(d) To co-ordinate training efforts in the financial services sector as far as possible to avoid duplication of resources;

(e) To examine the immediate and future needs for human resources development in the financial services sector and to commission relevant researches, where appropriate and necessary;

(f) To set up sub-committees, where necessary, to look into and reflect the detailed training needs in the financial services sector to cater for market and business developments; and

(g) To consider and recommend measures to meet the demand for human resources development needs in the financial services sector.

Appendix IV

Advisory Committee on Human Resources Development

in the Financial Services Sector

("FinMan" Committee)

Proposed Composition

Chairman

To be appointed by the Chief Executive

Composition of Members

Representatives from –

A.
Financial regulators

(e.g. Hong Kong Monetary Authority, Securities and Futures Commission, Office of the Commissioner of Insurance, etc.)

B.
Industry (demand side)

(e.g. banking industry, insurance industry, capital market industry, investment management industry, etc.)

C.
Training providers (supply side)

(e.g. training institutions within the financial services sector, academic institutions, vocational training bodies, other training institutions, etc.)

D.
Relevant Government bureau/department


(sector-wide co-ordination and territory-wide manpower policy)

(Education and Manpower Bureau, Financial Services Bureau)

Secretariat

Financial Services Bureau
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