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Foreword
F=

Hong Kong has long stood as an international hub where global trade and
innovation intersect. Over the past few decades, the city has undergone
significant economic transformation, evolving from a manufacturing-
driven society into an advanced economy led by the service sector.
However, this shift does not diminish the importance of industry in
Hong Kong’s economy. Amid today’s complex and ever-changing global
landscape, marked by supply chain restructuring and rapid technological
advancements, Hong Kong’s industrial sector finds itself at a critical
crossroads. Now is the time to re-evaluate the role of industry in the
city’s development and to seize the opportunities presented by new
industrialisation.

With the global push towards green economies, digital economies, and
high-end manufacturing, Hong Kong must accelerate the upgrading
and transformation of its industrial sector. By harnessing emerging
technologies such as innovation and technology (I&T), artificial
intelligence (Al), and advanced manufacturing, the city can sustain its
global competitiveness. This transformation will not only strengthen
the overall capacity of our industries but also invigorate the city’s I&T
ecosystem, creating high-quality jobs and driving diversified economic
growth.

At this pivotal moment, Federation of Hong Kong Industries (FHKI)
commissioned the Hong Kong Institute of Economics and Business
Strategy at the University of Hong Kong to conduct a study titled “Made
by Hong Kong: Strategies for New Industrialisation”. The goal of this
study is to provide forward-looking and practical recommendations for
the future of Hong Kong’s industrial sector through professional analysis
and data. We firmly believe that advancing new industrialisation requires
the establishment of a systematic and precise set of indicators to offer
reference for the Government, industry, academia, and the broader
community. This study also seeks to respond to a common question:
“Does Hong Kong still need industry?” Today’s industry is a far cry from
the labour-intensive operations of the past. It is now a modern sector
that integrates technology, design, data, and sustainability — not only a
new engine for economic growth but also a cornerstone for building an
innovative, smart, and green Hong Kong.
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As the only statutory chamber of commerce in Hong Kong, FHKI has, over
the past 65 years, worked alongside the industry to drive the upgrading
and transformation of local enterprises. We firmly believe that the future
of industry extends beyond the sector itself. It is a strategic imperative
that will shape the broader development of Hong Kong’s economy
and society. On behalf of the Federation, | would like to express my
deepest gratitude to the research team for their professionalism and
dedication, as well as the industry representatives, experts, scholars,
and policymakers who contributed valuable insights throughout this
process. This report aims to provide a solid theoretical foundation and
practical guidance for Hong Kong’s journey toward new industrialisation,
serving as a reference for industrial policies and business strategies.
Together, let us build a new era for Hong Kong'’s industry — one that is
innovation-driven, diversified, and sustainable.

Dr Steve Chuang

Chairman

Federation of Hong Kong Industries
June 2025
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Foreword
F=

In 2022, the HKSAR Government promulgated the “Hong Kong
Innovation and Technology Development Blueprint”, charting a clear
path for innovation and technology development over the next five to ten
years. This blueprint includes plans to formulate a medium- to long-
term development plan for Hong Kong’s New Industrialisation, aimed at
realising the vision of establishing the city as an International Innovation
and Technology Hub. Federation of Hong Kong Industries (FHKI) is
equally committed to advancing innovation and technology while
driving the development of New Industrialisation. By uniting industry
stakeholders and leveraging global networks, FHKI strives to inject new
impetus into Hong Kong’s economy and labour market, fostering the
development of new quality productive forces.

Since 2002, FHKI has conducted regular surveys on the operational
status of Hong Kong-manufacturing enterprises, providing valuable
insights to both the industry and the HKSAR Government. These surveys
have helped identify the sector’s evolving needs and development
trends. The global economy is undergoing a new wave of innovation and
transformation, where modern industry is no longer synonymous with
traditional manufacturing but instead encompasses a diverse array of
new industrial forms. Hong Kong's manufacturing sector has transitioned
from traditional mass production to focus on high value-added processes,
such as product design and R&D. While mass production activities
have largely relocated to Mainland China and other regions, these high
value-added functions anchored in Hong Kong, creating a unique cross-
regional industrial value chain that contributes significantly to the local
gconomy.

The release of “Made by Hong Kong: Strategies for New Industrialisation”
coincides with the final year of the National 14th Five-Year Plan
and marks a critical juncture in the nation’s pursuit of high-quality
development. This study, underpinned by big data analysis, surveys,
and extensive engagement with industry stakeholders, offers a thorough
gvaluation of the latest developments and competitiveness of Hong
Kong-invested industrial enterprises. By adopting a fresh perspective,
the report highlights the current state, progress, and economic role of
local industrial development. It also establishes a comprehensive set of
new indicators that reflect the contributions of Hong Kong’s industry and
related producer services, providing an valuable reference for shaping
future industrial policies.
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With the support of national policies and the collective efforts of all
sectors, the industrial sector is poised to become a driving force behind
Hong Kong's sustainable economic development. FHKI hopes this
report will not only clearly define the scope of Hong Kong’s industry
but also provide an accurate measure of its economic contributions.
These insights will assist the Government in formulating more precise
industrial policies, supporting industrial upgrading and transformation,
and empowering local enterprises to embrace new opportunities.
Together, we can pave the way for a new era in Hong Kong’s industrial
development.

Ricky Chan
Executive Deputy Chairman

Chairman of “Made by Hong Kong: Strategies for new industrialisation”
Steering Committee

Federation of Hong Kong Industries
June 2025
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Chapter 1
5—8

Preface 8IS

In July 2021, Federation of Hong Kong Industries (FHKI) published
the research report “Made by Hong Kong - The Way Forward for HK
Industries”. This report was written by the team from The Hong Kong
Centre for Economic Research, the University of Hong Kong (HKU). It
covered the operating conditions and strategies of Hong Kong-invested
manufacturing enterprises (HKMEs). Four years on, the business
environment for HKMEs has undergone significant changes. On the one
hand, the global supply chain has been continuously reshaped in the
post-COVID-19 era, with regions such as Southeast Asia taking over part
of the production capacity originally from Mainland China. On the other
hand, New Industries, centred on innovative technology, has become a
key focus of industrial policy and is regarded as a new driving force for
gconomic growth.

For the development of global industry, 2025 might be a watershed
moment. The United States (the US) has always been the ultimate sales
destination for a vast amount of manufactured goods. In response to
geopolitical risks, many manufacturing enterprises have upgraded their
“China+1” strategy to “China+N" strategy. These enterprises have
gstablished production bases in Southeast Asia, Mexico, Canada, and
other locations for the purpose of supplying the US market. Nonetheless,
these enterprises face considerable risks in the face of the so-called
“reciprocal tariff” policy implemented by the US on a global scale.

In the meantime, the “Made in China 2025” policy proposed by the
State Council of the People’s Republic of China a decade ago has been
essentially implemented. A significant amount of lagging production
capacities of “three-highs and one-low” (high input, high energy
consumption, high pollution, low efficiency) have been gradually phased
out. In its place, New Industries such as new energy, semiconductors,
large language models, and robotics have emerged. Against the backdrop
of rising labour costs, “Made in China” has transitioned from labour-
intensive industries to technology-intensive and higher value-added
industries. However, despite the success of the “supply-side reform”
over the past decade, China is now grappling with the severe challenge
of insufficient domestic demand. Recently, the Central Government has
repeatedly emphasised the need to increase residents’ incomes and boost
consumption’, reflecting a possible shift in economic policy priorities.
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1 On 12 December 2024, the Central Economic Work Conference put forward a number of key tasks, the first of which was to “vigorously boost consumption, improve the efficiency of
investment, and expand domestic demand on all fronts™. On 25 April 2025, the meeting of the Political Bureau of the Central Committee proposed a number of policies to stimulate
domestic demand, including “raising the incomes of middle- and low-income groups, vigorously developing consumption of services, and enhancing the role of consumption as a

driving force for economic growth.”
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Turning to Hong Kong, New Industries has become the key to unlocking
new economic growth potential. In December 2022, the HKSAR
Government unveiled the “Hong Kong Innovation and Technology
Development Blueprint”, proposing development directions such as “to
enhance the innovation and technology ecosystem and promote ‘new
industrialisation’ in Hong Kong”. It also set industrial development
goals, aiming to increase the percentage of manufacturing in the Gross
Domestic Product (GDP) at basic prices from 1% in 2020 to 1.5% by
2025 and 5% by 2030. Subsequently, the Chief Executive’s 2023 Policy
Address announced the launch of the “New Industrialisation Acceleration
Scheme” with a budget of HK$10 billion. The Scheme aims to provide
funding supportto enterprises in the fields of life and health technologies,
artificial intelligence and data science, advanced manufacturing, and
new energy technologies?. Under the impetus of the Chief Executive’s
2024 Policy Address®, the Hong Kong New Industrialisation Development
Alliance, coordinated by FHKI, was established on 18 March 2025, Its
purpose is to promote close collaboration among Government, industry,
academia, research institutions, and investors.

Amidst the rapid changes of the times, Hong Kong-invested industrial
enterprises (HKIES) undoubtedly face numerous challenges and
opportunities. The role of the Government and chambers of commerce
has become increasingly important. In light of this, FHKI commissioned
Professor Heiwai Tang from Hong Kong Institute of Economics and
Business Strategy at HKU Business School, to conduct the research
project “Made by Hong Kong: Strategies for New Industrialisation”. This
research aims to explore the economic contributions and development
directions of Hong Kong industry and provide policy recommendations.

A ww NN

https://www.industryhk.org/en/info/press-releases/alliance-connect/
4 BEBIHERE (2025)
EXBhttps://www.industryhk.org/tc/info/press-releases/alliance-connect/
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The Chief Executive’s 2023 Policy Address, paragraph 61. Retrieved from https://www.policyaddress.gov.hk/2023/en/p61.html
(IRRB2023FEMBEE) - 5618 - BBhttps:/www.policyaddress.gov.hk/2023/tc/p61.html

The Chief Executive’s 2024 Policy Address, paragraph 76. Retrieved from https://www.policyaddress.gov.hk/2024/en/p75.html
(FIRRB2024FE MBS ) - 57688 - BBhttps:/www.policyaddress.gov.hk/2024/tc/p75.html

Federation of Hong Kong Industries (2025), Leading a New Chapter in Industry Upgrade Hong Kong New Industrialisation Development Alliance Offically Established. Retrieved from
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1.1 Research Background and Purposes

1.1.1 Reflecting the Economic Contribution of Hong Kong
Industry

Reflecting the economic contribution of Hong Kong Industry is one of
the main purposes of this study, which is based on the following three
considerations.

First, the industry aims to establish a measurement method for the
gconomic contribution of Hong Kong Industry from a value chain
perspective. This will help monitor the development dynamics of Hong
Kong Industry and promote its growth. The industry welcomes the
HKSAR Government’s active promotion of New Industries in recent years.
However, to better evaluate the effectiveness of industrial policies and
provide relevant policy recommendations and support measures, it is
necessary to understand the changes in the economic contribution of
New Industries to the local economy.

Second, the scope of industry extends beyond Manufacturing. Statistical
data on Manufacturing fails to fully reflect the economic contribution
of Hong Kong Industry. Since the 1980s, HKIEs have relocated a large
number of local factories to Mainland China and transformed Hong
Kong companies into operational headquarters, forming a “Front Shop,
Back Factory” cooperation model. However, this does not signify the
decline of Hong Kong Industry. Instead, these enterprises outsource the
manufacturing process from Hong Kong to Mainland China and other
regions while continuing to undertake high value-added processes in the
industrial value chain in Hong Kong. These processes include research
and development (R&D), design, supply chain management, technical
support, and import and export trade.

Third, industrial development cannot be separated from the understanding
and support of society at large. The industry aims to provide a clearer
understanding of modern industry to the Hong Kong public. This will
encourage support for local industry and inspire aspiring individuals to
join the industrial sector, contributing to the development of Hong Kong
Industry. Over the past few decades. the business operation of Hong
Kong Industry has undergone significant changes. As a result, many
Hong Kong citizens have limited knowledge of modern industry and may
even equate industry with the labour-intensive factories of the 1980s.
However, modern industry has the potential to create a large number of
high-quality job opportunities, such as automation engineers and supply
chain management personnel. Even traditional industries are leveraging
innovative technologies for upgrading and transformation.
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1.1.2 Reflecting the Operating Conditions of HKMEs in the
Post-Pandemic Era

According to the research report “Made by Hong Kong - The Way
Forward for HK Industries” published in 2021, approximately 23% (53
enterprises) of HKMEs adopted the “China+1" strategy in respond to the
China-US trade war. Among these, 32 had already established overseas
factories, and 21 intended to do so°. Subsequently, global supply
chains continued to be reshaped in the post-COVID-19 era. The phrase
“go aboard or be out” has become a hot topic in the Chinese industry.
On the other hand, the implementation of the “Made in China 2025”
policy has almost been completed, marking a significant enhancement
in the innovation capability of “Made in China”. This has led to a clear
improvement in China’s position in global industrial division and value
chains.

Against the backdrop of significant changes in the business environment
for domestic and international manufacturing enterprises, conducting
another research on the operating conditions and strategies of HKMEs
can provide timely references for policymakers and the industry.

1.1.3 Providing Recommendations for the Development of
Hong Kong Industry

For decades, the contribution of industry to the development of
Hong Kong’s economy has not been given the attention it deserves.
Only until recent years, with the rapid development of New Industries
globally, has Hong Kong society begun to realise the importance of
industrial development. Over the past decade, Mainland China has
been committed to promoting the upgrading and transformation of
traditional manufacturing and the development of producer services. Its
competitiveness has significantly enhanced. Undoubtedly, Hong Kong
needs to catch up quickly and accelerate the development of its local
industry to avoid missing opportunity for economic transformation.
Hong Kong's I&T ecosystem is vibrant nowadays, making it an excellent
opportunity to promote industrial development.
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5  Federation of Hong Kong Industries & Hong Kong Centre for Economic Research (2021). Made by Hong Kong: The Way Forward for HK Industries. Retrieved from https://fhki.s3.

ap-east-1.amazonaws.com/assets/news/MadebyHK%20Eng%20single%201.pdf
5 BEBIXKSREBAZESBRLEBEHARDIL (2021)
20final%20report.pdf
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To promote the development of Hong Kong Industry, efforts should be
imposed onthree key areas: promoting the development of New Industries,
assisting traditional manufacturing in upgrading and transformation, and
consolidating the competitive advantages of producer services. One
of the main purposes of this research is to reflect the opinions of the
industry in these three areas and provide references for policymakers.

1.2 Research Methods

This report primarily employs research methods such as database
analysis, questionnaire surveys, focus group interviews, and literature
research.

1.2.1 Database Analysis

Based on the descriptions of various industries in Hong Kong Stanaard
Industrial Classification Version 2.0 (HSIC V2.0), the research team
delineated the scope of industry and related producer services and
analysed their economic contributions using industry classification data
provided by the Census and Statistics Department (C&SD). Considering
that some industries only partially belong to producer services, the
research team utilised the 2020 Organisation for Economic Co-operation
and Development (OECD) Inter-Country Input-Output (ICIO) tables to
estimate the proportion of producer services in relevant industries (see
Chapter 2.3).

For HKMEs operating in Mainland China®, this report draws on China
Enterprise Registration Database and integrates and verifies it with the
Ministry of Commerce’s Report on Foreign Investment in China. First,
the research team employed Python to process data cleaning to the
original database and extracted registration information for all enterprises
between 2000 and 2024. Subsequently, the team filtered the operating
status of these enterprises (eg active, normal, deregistered, revoked, etc)
to derive a list of all enterprises registered in Mainland China during the
period from 2000 to 2024. This list includes key details such as company
names, legal representatives, regions of operation, Unified Social Credit
Codes, taxpayer identification numbers, industries, and the number of
insured employees. Additionally, leveraging web scraping techniques,
the team used the business registration names of enterprises to batch

HREDSBIEXREMS - FBE=KD
BNEED > BEESFHUTIXERE - B
ERREEAREL - DLRBELEMRS
EHRIEDR - AARNEZEHZ— 5l
RAE=BHERRERER - RECGRHIE
BRHEESE -

1.2 AR RZE
RRETBIRAT HEEDHT - EHE -
FE25/ A B ST BT SRS RIS 0K

1.2.1 BUREDIT

HRBHIRE (SBEETEDIE2.0M)
(HSIC V2.0) {7208 - Elp T3
RABBIEEMBRBENTENEHE - Wik
FRBUTHRETE (HR5HR) RIENITED B
BEMECEERETON - TEE L
TERREDBREEMLRSZE - TREK
BA2020FE M ESIEE R EABNRARE X
ANEHBEK - SO TENEETRBE G
EHEE (R2.3%) -

HREAMCSNEERISEPES AR
SEAPAIHERAMBBE - WSS
BPIINSRECRREEITRSHEREE - ¢

5% HRBEBA BPython [R5 BUR BT
B4 (Data Cleaning) - $2ER2000%F2024
FTEMBEENGEMER - BE - HREK
WHIGCERE (G8/ E8/ 3/ RES
%) HEITERR - BH2000E2024F B ENMD
BENMBEXEE  EPESAIYZE -
BN TBHE Tt SEANRE - M
RABBIT - IBTERSRASSHREE

6 A manufacturing enterprise is a HKMEs if the investor of the manufacturing enterprise includes “Hong Kong, China”.
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search and extract information from the Ministry of Commerce’s Report
on Foreign Investment in China. This enabled the acquisition of data
on registered capital, regions of investors, investment amounts, and
investment currencies of enterprises. After multiple rounds of data
cleaning and deduplication, the team further filtered out enterprises
with the investor region marked as “Hong Kong, China”. Based on the
industrial classification for national economic activities (GB/T 4754—
2017), the sample scope was narrowed down to “manufacturing”
enterprises, which were defined as “Hong Kong-invested manufacturing
enterprises operating in Mainland China”.

1.2.2 Questionnaire Survey

In the fourth quarter of 2024, the research team conducted a
questionnaire survey targeting HKMEs, collecting 274 responses,
of which 243 were valid. The questionnaire comprised 45 questions
across 6 sections, covering topics such as enterprise background, post-
pandemic business operations, business activities in Southeast Asia,
Hong Kong new industrialisation, contributions to Hong Kong economy,
and policy recommendations. The data obtained from the questionnaire
survey was primarily used to analyse the business profiles of HKMEs in
Hong Kong and outside Hong Kong.

1.2.3 Focus Group Interviews and Desktop Research

Between March and April 2025, the research team completed four
focus group interviews, involving 42 enterprise representatives from 18
FHKI industry groups. The interviewees primarily consisted of HKIEs,
including enterprises from New Industries, traditional industries and
producer services, as well as enterprises with production lines in Hong
Kong. The focus group interviews aimed to gather industry opinions to
reflect the business environment and development needs of HKIEs.

In addition, the research team conducted desktop research to reference
the experiences of other regions in promoting industrial development,
offering recommendations for Hong Kong’s industrial policies. The
qualitative data obtained from the focus group interviews and desktop
research served to supplement the quantitative data in this report.
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Since the 1980s, HKIEs have gradually relocated production processes
to Mainland China, forming a “Front Shop, Back Factory” development
model. Due to the misconception among many Hong Kong residents that
industry is equivalent to Manufacturing, it has given rise to the illusion
that Hong Kong industry is fading. In fact, the value chain of industry
is extensive, with Manufacturing being just one part of it. For instance,
before a smartphone is manufactured, it undergoes multiple processes
such as R&D and design.

Furthermore, although many HKIEs outsource the manufacturing process
to Mainland China and other regions through contracts, their companies
in Hong Kong still exists. Instead, they have successfully transformed
into import and export trading enterprises, continuing to contribute to
Hong Kong’s economy. These Hong Kong-invested enterprises engage
in manufacturing activities outside Hong Kong and conduct trade locally,
representing a significant part in Hong Kong’s industrial value chain.

In recent years, with technological breakthroughs, economic activities
known as New Industries have emerged, diversifying the scope of
industry.

2.1 Statistical Practices Outside Hong Kong

As shown in Figure 2-1, there is no uniform statistical terminology
or standard for “industry” globally. However, the coverage of related
industries in statistics generally includes mining, manufacturing, and
utilities, with some including construction.
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Figure 2-1 Coverage of Industry-related Statistics in Different Regions
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Despite the lack of a clear definition of New Industries and its inclusion
in “industry-related statistics” globally, New Industries is a key focus
for Hong Kong’s future industrial development and deserves attention.
Conversely, while mining and utilities are included in “industry-related
statistics” in various regions, they are not industries that Hong Kong
needs to prioritise and focus on.

This report measures the economic contribution of industry to Hong
Kong to provide a feasible method to assess the progress of industrial
development in the city. This will assist in industrial policy formulation
and policy evaluation. Based on this objective, the research team refers
to the HSIC V2.0 while utilising data provided by the C&SD to study the
gconomic contribution of Hong Kong Industry.
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2.2 The Economic Contribution of Industry to Hong Kong 2.2 TEHEEBNEBRA

As shown in Figure 2-2, this report divides Hong Kong Industry into NBE2- 26 » ABEB THE DR [
four parts: Manufacturing, Publishing and Packaging, Sub-contract — wsxe| . ruypegmmE| - [HUEE T
Processing’, and New Industries, which contributed 1.0%, 0.2%, 1.8%, BB [HRTH) NEDS - 5EE

. . , .
and 1.4%, respectively, to Hong Kong’s GDP in 2023. 023 EE BANE ERIE 0% - 0.2% -
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Figure 2-2 The Proportion of Hong Kong Industry and Its Components in GDP in 2023
BFx 2-2 BFEIFREMANZBDIR2023FHAMEEREBESL

New Industries Hong Kong  manutacturing
BT R u;
oy Industry IER

e 1.0%
2023

Sub-contract GDP 4.4%  [abisting
Processing IR 5
NHBETE e
1.8%

7 According to the description provided by C&SD, this category refers to import and export firms engaged in sub-contract processing arrangement (SPA)
and providing manufacturing-related technical support services, regardless of whether SPA is their major economic activities. SPA is defined as a contractual agreement between a
party in Hong Kong and a party in Mainland China and other regions, whereby the Hong Kong party places an order with the party in Mainland China and these regions to carry out
production processing.
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Figure 2-3 illustrates the value-added of Hong Kong Industry since 2000.
In 2000, the value-added of Hong Kong Industry was HK$133.8 billion,
while in 2023, it stood at HK$127.1 billion, showing similar figures.
Specifically, the value-added of the Manufacturing sector decreased
from HK$61.4 billion in 2000 to HK$28.2 billion in 2023. Meanwhile,
the value-added of New Industries increased from HK$8.3 billion to
HK$40.2 billion, offsetting most of the decline in the Manufacturing
sector’s value-added. In 2023, the New Industries has become a
significant component of Hong Kong Industry. Its value-added (HK$40.2
billion) was only behind Sub-contract Processing (HK$53.4 billion) and
higher than that of the Manufacturing sector (HK$28.2 billion).
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Figure 2-3 Value-Added of Hong Kong Industry between 2000 and 2023
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2.2.1 Manufacturing

Manufacturing includes the physical or chemical transformation of
materials, substances, or components into new products. Substantial
alteration, renovationandreconstruction of goodsare generally considered
to be manufacturing. Establishments engaged in manufacturing are often
described as factories and characteristically use power-driven machines
and materials-handling equipment. However, units that transform
materials or substances into new products by hand or in the worker’s
home and those engaged in selling to the general public of products
made on the same premises from which they are sold, such as bakeries
and custom tailors, are also included in the scope of Manufacturing®.

2.2.2 Publishing and Packaging

Publishing and Packaging activities are commonly regarded as part of
the industry. In HSIC V2.0, publishing activities (HSIC V2.0, 58) and
packaging activities (HSIC V2.0, 8292) do not fall under manufacturing
(HSIC 2.0, C) but are instead categorised under the information and
communications (HSIC 2.0, J) and administrative and support service
activities (HSIC 2.0, N), respectively.

2.2.3 Sub-contract Processing

Sub-contract processing refers to Hong Kong enterprises that outsource
production processes to Mainland China and other regions through
contracts. According to data from the C&SD, Hong Kong enterprises
engaged in Sub-contract Processing conduct import and export trade
businesses locally, thereby contributing to Hong Kong’s GDP

“Sub-contract processing” represents a unique feature of Hong Kong
Industry. Since the 1980s, a large number of local Hong Kong factories
were relocated to Mainland China. However, many HKMEs continue
to engage in import and export trade in Hong Kong today. From the
perspective of regional value chains, these Hong Kong import and
export trading firms, which outsource production processes, exemplify
the “headquarters economy” model. While enterprises outsource
production processes to other regions, they still use Hong Kong as the
centre for management, coordination, and operations, continuing to play
a significant role in Hong Kong’s industrial value chain.

8  Census and Statistics Department (2009). Hong Kong Standard Industrial Classification Version 2.0, p.87.
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2.2.4 New Industries 22 4FBUT
There is no internationally standardised statistical definition for the [ T2 | =8B EBREYEE
scope of New Industries. In general, the New Industries is characterised SHE%  EHS . (FRTX| 2500F
by four main features: . )

T2

Figure 2-4 The Four Key Features of New Industries
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Intellioent The application of new-generation information technologies such as big data, artificial intelligence, and
g ¢ industrial internet in manufacturing to drive digital transformation and the construction of smart factories
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; i The use of innovative technologies by industrial enterprises to achieve energy conservation and emission
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e The deep integration of information technology with industrialisation, advanced manufacturing with modern
g service industries, and other fields, leading to increasingly blurred industry boundaries
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Based on the main features of New Industries, the research team selected
industries highly relevant to New Industries from HSIC V2.0 and defined
them as New Industries. As shown in Figure 2-5, these industries include:

FERVIEE R R

HSIC v2.0th3kEH

&2-5) - BUITEDRE

Figure 2-5 Industry Coverage of New Industries

Bx 2-5

[FRTR] WTXNEZRE

Rig [#ET %] LR - HRERIK
1 [T SEAER
W% WRERER [FEIX] (BB

New Industries Category Industry Name Industry Code
BT AR URE $27 1 {TERARTS
. Computer programming activities 6201
Computer programming & B¢ RS
Datli'drﬁls%[tr?; islft[evrlr?:ts & Data proces‘sing, hoslng, and related activities 6311
BIRE - BER ol T
TG 5BRS Telecommunications network operation (Partially)° 6110
BNBBEE (HP—3%2) °
Environmental engineering services and related consultancy services 7116
RETRERHRAERERIRES
Technical testi_ng and analysis 7120
BAPAIE RO
Research and development on natural sciences and engineering 7210
BERRNBRIEBHERERE
R&D & Design & Testing & Interior and furniture design services 7511
Environmental engineering services BARBRKERE
e - &5 AR Multi-media, visual and graphic design activities 7512
RETER DL  RBRYBREHEE
Fashion desigr_1 s_ervices (incl. accessories) 7513
R0 5t AR H (R I5 B )
Industrial design services
TR o1
Specialised desig[l e}ctivities n.e.c. 7519
HEPIREHER
Sewerage 37
Sewerage, waste management SREE
_and remediation activities Waste collection, treatment and disposal activities; materials recovery 38
BKRE - BEVEER BEPHINE - REBRRETE : ERNOKERE
SREBEE Remediation activities and other waste management services
SSRREE B R MEREY) RIR RS 39

According to HS/C V2.0, telecommunications network operation includes telecommunications network operators, which are wired or wireless, fixed or mobile, and can also be a
convergence of fixed and mobile technologies. In recent years, major telecommunications network operators have developed new businesses such as cloud computing and industrial
internet, which are growing at a faster rate than traditional telecommunications businesses and are important components of the New Industries. However, as the current industry
statistics do not provide a further breakdown of Telecommunications Network Operation, the research team can only make assumptions on the proportion of Telecommunications
Network Operation that belongs to the New Industries. The research team assumed that Telecommunications network operations is not a New Industries at all in 2017 or before, and
that 0.49%, 0.81%, 2.08%, 4.23%, 8.17% and 12.21% of the value-added of Telecommunications network operations is attributable to New Industries in 2018, 2019, 2020, 2021,
2022 and 2023 respectively. The above assumptions are based on reference to financial data of major telecommunications network operators.

RIR (BBRETEDE2.0R) © [EFR\REE) SEBABREES  BRILUSERAFER  BEARD - FUMURBERABDKMNER - LF - R
BREEESESEHRHESE TEOMESHES BUFEBHERENEBNRRRETER - 8 [HUTHE] NWESERIBH - A - REGOVITEMRS
FRUWAKTH [BRBREE] €505 - Rt - AREBREY [BRBRSE) PBR IFRIHE) OEHEDRR - HARERRR [BRGBEE] R
2017 FERMAISTRRME [$TRT ] - 1220184 ~ 20194 ~ 20204 + 20214F - 20226F + 2023FHBIH0.49% ~ 0.81% ~ 2.08% ~ 4.23% ~ 8.17% * 12.21%H)
ENEERR FRTHE - ERBEROKEBEREREERESNERSEBUBHIRNSE -
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As Figure 2-6 suggests, in 2023, New Industries contributed
1.4% to Hong Kong's GDP Among them, Computer programming,
Data-related services & Industrial internet occupied 0.88% to Hong
Kong’'s GDP; R&D & Design & Testing & Environmental engineering
services presented 0.46%; and Sewerage, waste management and
remediation activities contributed 0.05%.

WEBFK2-6AT » R2023F » HAT XSRS
BAEERE.4% - HP - [BERE -
R TXOBBRE ) ERMEBANEE
fRIE0.88% : [t3% 8’51~ HIERRETIE
7% SREBRNNEEREC.46% + [J5K
RI2 - BEYEBRISAOEE ] SRS
BRI ERIE0.05% °

Figure 2-6  The Proportion of Hong Kong’s New Industries and Its Components in GDP in 2023
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From 2000 to 2023, the value-added of “Computer programming, Data-
related services & Industrial internet” increased from HK$5 billion to
HK$25.5 billion, a growth of over four times. Meanwhile, the value-added
of “R&D & Design & Testing & Environmental engineering services”
rose from HK$3.3 billion to HK$13.3 billion, an approximate threefold
increase.

“Sewerage, Waste management and Remediation activities” did not
have statistical data before 2018 but generated a value-added of HK$1.4
billion in 2023. With the growing demand for green development in
Hong Kong, the future development of this industry warrants continued
attention.

FERVIEE R R

E2000FE2023FE - [BIIRIZ - BUBR
TXOEEERR ) 808 INEBENRSRETE
ZE255[RBTT - BRBBAE : M T8 - &
5t A RIRETIZRS ) BB ERIK
33REBTTIBE 133RETT + BRI -

[C5KRIB - BEWMERB R SR8 EE
R2018ERINIAKBMTEIE - 1R2023FRIE

E14RBTHEBINEE - EESBREeEE
R KREBEE - TR ARERES

FHERDE -

Figure 2-7 Value-added of Hong Kong’s New Industries from 2000 to 2023
BF 2-7 SEBFRIZFER2000FEF2023FFENEE
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2.3 The Economic Contribution of Industry-Related Producer
Services to Hong Kong

In 2023, industry-related producer services contributed 16.2%'" to
Hong Kong’s GDP Among these, import/export and wholesale trades'
contributed 13.3% to Hong Kong's GDP; “freight'?, warehousing
and storage, and freight-related supporting activities” collectively
contributed 1.4%; and other categories contributed 1.5%.

Industry-related producer services include:

23 BT REMNEEMRBENEEN
EnE R

[R2023%F - BT MRV F EMRIES RS
BAMEERE16.2%"0  HOEBO RS
XSRS EAMEEREISI%: [EE"? -
EEREE - EEMHEEETH] SHER
EEBRAMEERE 4% HMBERIERE
BAAEERET.5% °

ST ZEARBRRVAE EMRFEER B

o 100%8VEHORME " (RREREDH
DARE T SEBOEDOES)

* 100% of Import/export and wholesale trades™ (excl agricultural
products and trading firms engaging in sub-contract processing

arrangement) * 100%MEE" (FEBMEEE")
* 100% of Freight transport™ (excl air freight'®) * 100%NEBRBE'®
* 100% of Warehousing and storage' * 100%BVE BRI
* 100% of Freight-related supporting activities" o 12.8%BINZCE )
 12.8% of Air transport o 11.6%NE B RRE
* 11.6% of Postal and courier services * 5.1%B9H0E
* 5.1% of Real estate * 2 INBVEERBARTE
* 2.9% of Professional and business services o 2. 7%ERIRIRE
 2.7% of Financial and insurance o 0.9%BVAHITH » Tt & RBAIRTS

¢ 0.9% of Public administration, social and personal services

10 Itexcludes producer services that have been categorised as “industry” (about 3% of GDP), including import and export trades associated with sub-contract processing activities (1.83%
of GDP); R&D, testing, design and environmental engineering services (0.46% of GDP); 14.2% of information and communications (0.49% of GDP); and publishing and packaging
activities (0.18% of GDP).

10 BPABEEHFEAR [TF) OEMEEMRBE (WERMEERE3%) - BUBHEE [T¥) UANEREEMRBEES: [EoHRETHEMNED
D8B8] (GRMEERE1.83%) © [HHE AR  RSRBETIRRE] (GXRMEERE046%) - 14.2%8) [BARBAZE] (GRMEERE.49%) -
MR [BRERE%EE] (SRMEERE0.18%) °

11 Excluding agricultural products, import and export trade related to subcontracted manufacturing processes.
11 FEERER [ROARSTEEMNELOES -

12 Air cargo is excluded because HS/C V2.0 does not categorise “air cargo” as a separate industry. Therefore, the research team was unable to obtain independent data on the value
added of “air cargo”. The economic contribution of “air cargo”, as a productive service related to industry, was estimated under the “Others” category (including air transportation).

12 FBIEFEZE ERAR (BERECESF2.0R) XBK MEEE) BBUHR—BTE - it - HRERMEES (MEBE) BNEENBUMIE - (M
TEE | FRETHEMNEELRESE  HLESHMRGEE [Eitt) 83 (REMEBEH) 2/ -

13 Includes HSIC V2.0: 4511, 4517, 4519, 4521, 4527, 4529, 4601, 4607, 4609, 4513, 4523, 4603, 4514, 4524, 4604, 4515, 4516, 4525, 4526, 4605, and 4606.
13 AIBHSIC V2.0 : 4511 ~ 4517 ~ 4519 ~ 4521 ~ 4527 ~ 4529 * 4601 * 4607 * 4609 * 4513 + 4523 + 4603 ~ 4514 ~ 4524 ~ 4604 ~ 4515 + 4516 4525 4526 * 4605
k4606 °

14 Includes HSIC V2.0: 4927, 4928, and 5022.
14 BIFHSIC V2.0 : 4927 * 4928 * DIR5022 -

15 HSIC V2.0 does not categorise “air cargo” as a separate industry. Therefore, the research team was unable to obtain independent data on the value added of “air cargo”. The
economic contribution of “air cargo”, as a producer service related to industry, was estimated to be included in “air transportation”.

15 (BBRETEDE2.0R) X5 (MEBE] BBROR BT - Blt - AREREEES (MESE] BNBEENBIUSR - [MEEE] FREAT R
WEEMRHEE  RCESRRGEE [MBEHE] 2, -

16 Includes HSIC V2.0: 5211 and 5212.
16 |IFHSIC V2.0 : 5211715212 °

17 Includes HSIC V2.0: 522201 (Container terminal and marine cargo terminal operators), 522202 (Mid-stream operation), 522204 (Container back-up activities), and 5229 (Other
transportation support activities, which mainly include Freight forwarding, Packaging and crating services, and Cargo inspection, sampling and weighing services).
17 BIEHSICV2.0 : 522201 (BERBEREERBPEES) - 522202 (PHREFE) - 622204 (BEXEHTH) k5229 (RtvERWHETH  FTE26F (8ERR] -
[BERERBRE] 1 (RS  BERRRBERE) ) -
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The percentages below 100% were estimated by the research team using
the 2020 OECD ICIO tables.

In the application of ICIO tables, services are upstream, and industry is
downstream. The service sectors’ input used in industrial output'® are
categorised as “industry-related producer services'®.

According to Figure 2-8, between 2000 and 2023, industry-related
producer services in Hong Kong experienced significant growth. Their
value-added increased from HK$230 billion to HK$473.5 billion, more
than doubling. The value-added of import, export, and wholesale trades
(excluding agricultural products and import and export trades related
to sub-contract processing arrangement) rose from HK$181.9 billion in
2000 to HK$388.3 billion in 2023. These data reflect that Hong Kong
industry-related producer services continue to provide crucial value
addition to the global industry and remain a vital pillar of Hong Kong’s
gconomy.

FEEE A B R

FREEANEIR100%808UE - RIFFREXEER
2020F I AESIFEEREBNBERERAE
HRGES

ERAEDRNERDP  REFERLNS - T
ERTDIB - T EHMEARIEER AR
B [T RABBIVEEMRIEE] © -

WEIR2-8HT R » FE2000F £2023F Y >
[T XEMBPNEERRKEE] EEBEE
BEEE - HISIIEBEM2,3008BT AR
4,735RE7T - BEBBIE - Hp - EHD
Rt (FEERER HAHRETS
BEEEBOES) BUESIEEN2000EH
1,819 TTIBE2023FM3,883F BT » I-
MWBIERRES [HTEBENEEERRE
%J FERERIXRHEEEIEE RTS8
EBENEESZITE -

18 Since New Industries and Publishing and Packaging are not classified in the OECD’s Intercountry Input-output Tables, the research team measured their shares in professional and
business services and information and communications and included them in industries as downstream service sectors. Since sub-contract processing is an import/export trade, it
does not involve intermediate inputs in the OECD’s Intercountry Input-output Tables.

18 BREESEEYRABNBDRBRAEDBRYGE [FRITE A [HRREK] V6  AREXASMER FXRBERBE) U (EAREBNE) P
BMGLHE - WREMATECD  ERBIFENTE - B [DARETR) BIEHOES  REESFERREBNBRERAZERDPURSRPERA -

19 At present, there is no international standardisation of the coverage of producer services. Given the complexity of modern economic activities, for example, an industrial group
may obtain financing through a branch of the financial industry in Hong Kong, and a significant proportion of the financial industry in Hong Kong may indirectly provide services to
industrial enterprises. However, in reality, there is no rigorous data to reflect the proportion of service sector indirectly providing services to industries. In order to avoid making
subjective assumptions, this report does not take into account these producer service which are indirectly related to industry.

19 RE BREHEEMBBEORZXRBUSBR—FE - RACEBTHHGREN A0 BIXEITRBRNSENENELATLETAE - SEATHE
HERSEREB MR TEEEIREBT - XM - RRPWSERERREIRUE S DL PINRBEDEMR TEIRHRS - RERFEHIHRRR - RRER
LR B R T BRI E MR RS EER -




Figure 2-8
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Value-added of Hong Kong’s Industry-related Producer Services from 2000 to 2023
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Overall, the economic contribution of industry to Hong Kong deserves
high attention, particularly the development of New Industries. As a
vital pillar of Hong Kong's economy, industry-related producer services
must not be overlooked. Hong Kong should devise ways to consolidate
and enhance its status as an international trade centre and export more
professional services to Mainland China and other regions to develop
high value-added industries.
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This chapter provides an overview of the business operations of HKIEs
by utilising data from databases (see Section 1.2.1) and questionnaire
surveys (see Section 1.2.2). The database analysis reveals that 68,314
HKMEs in Mainland China are operational or in normal business status.
The data analysis of questionnaire surveys is derived from 243 valid
responses by FHKI corporate members.

3.1 Database Analysis: Geographic and Industrial Distribution of
HKMEs in Mainland China

3.1.1 Geographic Distribution of HKMEs in Mainland China

As depicted in Figure 3-1, HKMEs are mainly located in coastal regions
of China. In 2024, the majority of these enterprises were in Guangdong
Province, with a total of 30,971 enterprises, which accounted for
approximately 45% of the research sample. Other regions with significant
numbers include Jiangsu (9,557), Fujian (6,913), Zhejiang (5,300),
Shandong (2,851), and Shanghai (2,638). Notably, some central and
inland provinces have entered the top ten, such as Jiangxi (1,266), Hubei
(1,003), and Anhui (839).

In general, with coastal regions benefiting from superior infrastructure,
industrial support, and business environment, numerous HKMEs have
already established their presence in these regions. In contrast, central
and inland regions, though starting late, have recently introduced
industrial support policies and enhanced its infrastructure such as
logistics, and successfully encouraged some HKMEs to expand there.

ASEREEBON (FR1.2188) REE
HE (FR1.2.288) MIB0EE - Re1BE
TERERVIEERR - BUBBEDITIEREDR -
PEAMBERERERRIRSENESILE
IRREBYFE68,314K + MASHENEIRRIZR
B243p TRESLFERIENES

3.1 HRELNW : BERERERRDE
At a9 IE K fT 5 53 ffh

3.1.1 BERISETERPEAMMEYHBIE
paN il
WEBFR3TR » BEESSZEEEARIIBIMTE,
DSEEDIRLBINE © 1320244 - 288
ERISHEPIENTIESRS - H30,971F - KUSTH
TERABII5% s ERRT#HFL (9,557FK) s
B (6913%) I8 (5300%) - UHE
(2851F) K I5BMM (2638%) - BEETF=N
B PHPLLERESHRENBEREHED
FEPTEZTHRI+2  HPEBEI1E (1,266
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Figure 3-1  Geographic Distribution of HKMEs in Mainland China in 2024 (Top 10 Provinces and Cities)
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As shown in Figure 3-2, the distribution of HKMEs in Mainland China’s WEBER3-2ATR - BERIEEEEARMET
cities is mainly concentrated in the Pearl River Delta (PRD) and Yangtze WoMEBREPREK=—BRR=A— - 5
River Delta (YRD) regions. For cities in Mainland China, in 2024, PEARMMHMS @ 1R2024F - RSBER
Shenzhen was the city with most HKMEs, with 6,862 enterprises. Other IEHEPEMIRRIIT - 7£6,862%K - ¥EARI+
PRD cities within the top ten included Dongguan (5,906), Huizhou MR =AMMEETR=M (5,906%K) &
(4,628), Guangzhou (2,467), Foshan (1,937), Jiangmen (1,848), and INTD (4,628%K) - BMM (2,467X) - #
Zhongshan (1,722). Within the YRD region, Suzhou is the city with the W (1,937&) - IFS (1,848%) KRB
highest number of HKMEs, totally 3,567 enterprises. Other YRD cities B (1,722) - 9 ER=ABMEA - #
within the top ten included Quanzhou (3,002) and Shanghai (2,638). NHREERDBEREEEENED - H
3,567K - EARIHIMNE=BEHEER
M (3,002%) M IBwH (2,638K) -

Overall, PRD cities are close to Hong Kong and boast a well-developed REMS - R=—AEIMDMLSE - BHt
supply chain system, making them the preferred location for HKMES. [EHRRTE - ORBBEREELERME
The YRD region, with its strong manufacturing base and historical ties to BN - MR=—AHRREXENEE -
Hong Kong’s industrial sector, is also a key location for HKMESs. WBEBTERNERENELHR - AltEE
BBERERTENBNEREY -

Figure 3-2 Geographic Distribution of HKMEs in Mainland China in 2024 (Top 10 Cities)
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3.1.2 Industrial Distribution of HKMEs in Mainland China 3.1.2 BEREETERPEARMOYTE

kil
As shown in Figure 3-3, Computer, Communications and Other Electronic WEERS-3HT » [5T8H - BENEMSES R
Equipment Manufacturing is the most common sector for HKMES in  {#) RRZBERSHETENRPEAMIEELNHT
Mainland China, with a total of 9,177 enterprises, which accounted for 2 - 39177% » KUSTHIUEABI13.4% ° A) -
approximately 13.4% of the research sample. Additionally, a significant ~ IEARDEERISETZERPEANIIE 4
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number of HKMEs are engaged inindustries suchas Textileand Appareland ~ f8ifs ~ B%&n) (5,630%) -~ [ZEAIERR
Apparel Industry (5,630), Rubber and Plastic Products Industry (4,879), &) (4879%) - [=B&G] (4710%) -
Metal Products Industry (4,710), Electrical Machinery and Equipment ERMEMAS ] (4581R) - [EBEXE
Manufacturing (4,581), and Special Equipment Manufacturing (4,108).  24&] (4,108R) H(73 - ERREERIES
This reflects the diverse industrial distribution of HKMEs, spanning both Y T30#EEZ 7T - EESREED - BER
high-tech fields and raw material and processing manufacturing sectors. AN THREEWES

Figure 3-3 Industrial Distribution of HKMEs in Mainland China in 2024
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3.1.3 Geographic and Industrial Distribution of HKMEs in
Guangdong Province

As previously mentioned, HKMEs are primarily concentrated in
Guangdong Province. Figure 3-4 shows that these enterprises are mainly
located in the nine Mainland China cities of the Guangdong-Hong Kong-
Macao Greater Bay Area (GBA), with Shenzhen, Dongguan, and Huizhou
ranking among the top. Outside the GBA, Meizhou has a relatively higher
number of HKMEs, with 984 HKMEs located in the city in 2024.
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Figure 3-4 Geographic Distribution of HKMEs in Guangdong Province in 2024
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Figure 3-5 illustrates the industrial distribution of HKMES across the nine
Mainland cities of the GBA, with varying focuses. In Shenzhen (35.7%),
Dongguan (22.1%), and Zhuhai (24.2%), the main industry is Computer,
Communication and Other Electronic Equipment Manufacturing. This
means that among every 1,000 HKMEs in Shenzhen, Dongguan, and
Zhuhai, 357, 221, and 242 enterprises, respectively, are engaged in the
manufacturing industry of computer, communication equipment, and
other electronic equipment.

In Zhongshan, HKMEs mainly focus on the Textile and Apparel and
Apparel Industry (20.5%). In Jiangmen (27%) and Zhaoqing (26%), the
primary industry is the Metal Products Industry.
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The main industries of HKMEs in Huizhou, Foshan, and Guangzhou are BERESZECEREM « BUREMNERZT
more diversified. In Huizhou, the main industries are the Rubber and ~ ZEBRZITIL - IRBIMNEZHE [EEBFLER
Plastic Products Industry (20.7%) and Computer, Communication and ] (207%) 70 [5t8# « BIENHEHME
Other Electronic Equipment (19.6%). In Foshan, the primary industries ~— =&%f@3%] (19.6%)  IRBLEBHE [EFR
are Electrical Machinery and Equipment Manufacturing (20.9%) and MARIMZE | (20.9%) A [EERBE]

Metal Products Industry (18.3%). In Guangzhou, the main industries are (18.3%) RTE i RENFEZNE (iR -
Textile and Apparel and Apparel Industry (17.6%), Culture, Education, AREmZE] (17.6%) ~ [ 1= BENR
Industry, Sports and Entertainment Products Manufacturing (14.3%),  #MG) (14.3%) K [51&H# - BEFEM
and Computer, Communication, and Other Electronic Equipment (14%). E5HEE] (14%)

Figure 3-5 Industrial Distribution of HKMEs in Mainland GBA Cities in 2024
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3.2 Database Analysis: Economic Significance of HKMEs in
Mainland China

To further explore the economic significance of HKMEs in Mainland
China, the research team analysed the collected micro-data of HKMEs?
and China’s macro-manufacturing data® .

3.2.1 Employment Contribution Analysis of HKMEs in Mainland
China

The research team calculated the employment contribution rate of
HKMEs by using the number of employees in these enterprises as the
numerator and the total number of employees in China’s manufacturing
sector as the denominator. This rate measures the actual contribution of
HKMEs to China’s manufacturing labour market.

As shown in Figure 3-6, the employment contribution rate of HKMEs was
4.6% in 2013 and showed a steady upward trend since then, reaching
7.1% in 2016. Between 2019 and 2020, the rate stabilised at 8.0%,
indicating the continuous contribution of HKMEs to employment market
in Mainland China’s manufacturing sector.
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Figure 3-6 Estimated Employment Contribution Rate of HKMEs in Mainland China
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20 The HKMEs mentioned here are not limited to wholly Hong Kong-invested enterprises; they also include joint ventures between Hong Kong-invested enterprises and other enterprises.
20 WREOBEREECEUFBURBEBERNEELE  BERHEMCESENREECEORRRBBRISERE -

21 It should be noted that there are gaps in some macro-statistical data. For instance, national-level data such as the number of employees and debt-to-asset ratio of manufacturing
enterprises were not available for 2017 and 2018. In addition, while this study leverages big data technology to identify enterprises and extract relevant data, the sample may not cover
all HKMEs operating in Mainland China, leading to potential omissions or incomplete coverage. As such, the contribution rates presented in the report only reflect the estimated results
within the scope of the study’s sample and should not be interpreted as a definitive representation of the overall situation of HKMEs across Mainland China.
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To study the contribution of HKMEs to the labour markets in various
regions of Mainland China, the research team selected the four provinces
with the highest number of HKMEs: Guangdong, Fujian, Jiangsu, and
Zhejiang and estimated their relative contribution rate of HKMEs to the
total manufacturing employment between 2019 and 2020.

As shown in Figure 3-7, HKMEs have a higher employment contribution
rate in Guangdong Province, increasing from 18.4% in 2019 to 19.3%
in 2020. In Fujian Province, the employment contribution rate of HKMEs
remained stable at around 11%. In Jiangsu and Zhejiang provinces, the
employment contribution rates of HKMES were stable between 9.5%-
9.8% and 6.6%-6.8%, respectively.

Figure 3-7 Estimated Employment Contribution Rate of HKMEs in
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3.2.2 Revenue and Profit Analysis of HKMEs in Mainland China

To explore the contribution of HKMEs to the revenue and profits of
Mainland China’s manufacturing sector, the research team calculated
the contribution rates of revenue and profit by using the total revenue
and profit of HKMEs as the numerators, and the total revenue and profit
of Mainland China’s manufacturing sector as the denominators.

Figure 3-8 shows the relative contribution of HKMES in terms of revenue
and profit between 2019 and 2020. In terms of revenue, the contribution
rate of HKMEs was 7.52% in 2019 and 7.10% in 2020, a slight decrease
but still maintained above 7%. As for the profit contribution rate of
HKMEs, it was 6.86% in 2019 and 6.85% in 2020, showing a stable
trend. These data indicate that HKMES continue to create significant
values even at the national level and therefore warrant continued
attention.

® © 06 ¢ © 6 6 © © 6 © 6 6 © © o o
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Figure 3-8 Estimated Revenue and Profit Contribution Rates of HKMEs in Mainland China
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To study the contribution of HKMEs to the revenue and profit in various
regions of Mainland China, the research team selected the four provinces
with the highest number of HKMEs: Guangdong, Fujian, Jiangsu, and
Zhejiang and estimated their contribution rates of HKMEs to the
manufacturing revenue and profits between 2019 and 2020.

As shown in Figure 3-9, in 2019, the revenue contribution rate of HKMEs
in Guangdong Province reached 16.2%, with a profit contribution of
12.7%. Although there was a slight decline in 2020, the rates remained
high, with revenue and profit contribution rates as 14.2% and 12.1%,
respectively. In Jiangsu Province, the revenue contribution rate of
HKMEs was approximately 10.2% in 2019 and 9.7% in 2020, while
the profit contribution rate was slightly higher at 11.0% in 2019 and
10.5% in 2020. In Zhejiang Province, the revenue contribution rates of
HKMEs were approximately 8.8% and 8.4% in the two years, and the
profit contribution rates were 8.0% and 7.4%, respectively. In Fujian
Province, the revenue contribution rates were 7.8% and 7.2%, and the
profit contribution rates were 5.2% and 5.9%.
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Figure 3-9 Estimated Revenue and Profit Contribution Rates of HKMEs in Four Selected Provinces in Mainland China
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3.3 Basic Information of Surveyed Hong Kong-Invested Industrial

Enterprises

3.3.1 Industry Distribution and Headquarters Location

As shown in Figure 3-10, the industry distribution of surveyed HKIEs
is extensive, covering both traditional and emerging industrial sectors,
from raw material processing to finished product manufacturing. The
industries with a relatively larger proportion of surveyed enterprises
include Metal products, machinery, and equipment (12.8%), Textile
products, leather, clothing, and footwear (11.2%), Jewellery and watches

(10.3%), and Electrical, electronic, and optical products (9.5%).

Figure 3-10 Industry Distribution of Surveyed HKIEs
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As shown in Figure 3-11, nearly 90% of surveyed HKIEs have their ~ WE3-11PTR - dT90%BIZEHBE T 3131
headquarters located in Hong Kong, while approximately 7% have their ~ DAEBRRBED 5 K979%UCEEPEA I
headquarters located in Mainland China cities of GBA. RIREL o

Figure 3-11 Headquarters Location of Surveyed HKIEs
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3.3.2 Number of Employees 3.3.2 EE¥™E

Figure 3-12 shows the employee numbers of surveyed HKIEs during B3-128 288 L EEHEREEHEET
the fourth quarter of 2024. Nearly 90% of surveyed HKIEs operating BB (2024F54F) WETHE - TIONAES
in Hong Kong, 80% in other regions (outside China), and over 40% in B ISAEINGD BB PRI EE
Mainland China are small enterprises with fewer than 100 employees. ZENBE TR - WEREAAZDI00
Additionally, nearly 10% in Hong Kong, nearly 40% in Mainland China, ABYNBURZE o JON - I I ES B -~ T4
and over 10% in other regions (outside China) have reached a scale EPEA - BE1RAIINIZENZHBE
of 100-999 employees. Approximately 1.7% in Hong Kong, 20% in T2 BEFN00-9992REMNRE ; 19
Mainland China, and 7% in other regions (outside China) have reached 1.7%EEB ~ F20%EPBIAM ~ KI7%EIh
a scale of 1,000 or more employees. HEENZHBE T3 - BEEI1000ADE

MU EBRERR -
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Figure 3-12 Number of Employees of Surveyed HKIEs in Hong Kong, Mainland China, and Other Regions in
the Fourth Quarter of 2024
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3.3.3 Revenue Level and Revenue Sources (by Company Location 3.3.3 BRUKFERERRIR (BATME
and Industry) MmREXES)

As shown in Figure 3-13, approximately half of the surveyed HKIEs have WEB3-13FT » ZEHEBE T EEFEFEIE

an annual revenue of less than HK$100 million. Over one-quarter of RBTTLL TR EBYRSE—¥ - HP - 18

the surveyed HKIEs have annual revenues between HK$100 million and BIID e —ZHBE T HEEENTELSRR

HK$500 million, and about another quarter report revenues of HK$500 BESRBIT : D —ZshBE L ¥

million or more. Notably, around 8% of the surveyed HKIES have an NEEBEWRSBIAU L - BEIRNZE - B

annual revenue exceeding HK$3 billion. 8% 2B E T EEHENFEEIER30
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Figure 3-13 Revenue of Surveyed HKIEs in 2023 (in Hong Kong Dollars)
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Figure 3-14 shows that 45% of surveyed HKIEs are profitable,
approximately 31% are break-even, and about 24% are operating at a
loss. If categorised by revenue, as shown in Figure 3-15, HKIES with
higher revenue are generally more profitable. For surveyed HKIES with
revenue under HK$100 million, only about 30% are profitable, while for
those with revenue of HK$500 million or more, 75% of the HKIEs are
profitable.
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Figure 3-14 Expected Profitability of Surveyed HKIEs in 2024
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Figure 3-15 Expected Profitability of Surveyed HKIEs in 2024 (by Revenue Level)
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Figure 3-16 illustrates the main revenue sources of surveyed HKIEs in BIR3-168 M2 hBE L EFER2023F8E
2023. The results indicated that 63.4% (154 enterprises) of surveyed WEOR - BUBIBH » 63.4% (154R) 28
HKIEs had over half of their revenue generated from the manufacturing ETEEEVBFEUIIRORREIEE : 22.2%
sector, 22.2% (54 enterprises) had over half of their revenue generated (54R) EENBFEWNRRRIFRE
from non-manufacturing and 2.5% (6 enterprises) from an equal ¥:25% (6R) EHEVBFEBWNAIREIESE
mix of both. This data reflects that HKIEs are primarily engaged in TOIERSESY - CHFBERREE T HEEHE
manufacturing. However, it is worth noting that some enterprises have TR2RSHEX  MEESEROR @ B2
extended their main business to higher value-added economic activities, BEILERTENLEBNARRRIFREE - R
ie, the left segment (R&D, design) or right segment (branding, sales) REMNEREEXFELBERSIBNEE
of the smile curve. OUREEEEED - BIRISREBIREVACRY (TS ~ 325
%) NEER (0K HES) -

Figure 3-16 Main Revenue Sources of Surveyed HKIEs in 2023 (by Industry)
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When categorised by company location, as shown in Figure 3-17, in
2023, 206 surveyed HKIES generated revenue in Hong Kong. Among
them, 48.5% (100 enterprises) surveyed HKIES were primarily engaged
in manufacturing, 31.6% (65 enterprises) were in non-manufacturing
and 3.9% (8 enterprises) were in an equal mix of both. This data
indicates that a significant proportion (at least 31.6%) of HKIEs are
mainly engaged in non-manufacturing in Hong Kong. Therefore, their
gconomic contribution to Hong Kong is not limited to manufacturing but
also extends to higher value-added services, ie, the left segment (R&D,
design) or right segment (branding, sales) of the smile curve, which is
consistent with the views presented in Chapter 2.2 of this report.

In Mainland China, 196 surveyed HKIES generated revenue in 2023.
Among them, 65.3% (128 enterprises) surveyed HKIES were primarily
engaged in manufacturing, 13.8% (27 enterprises) were in non-
manufacturing and 1.5% (3 enterprises) were in an equal mix of both.
This data reflects that HKIEs operating in Mainland China are mainly
engaged in manufacturing, with a small portion focusing on higher
value-added non-manufacturing activities.

In Southeast Asia, 118 surveyed HKIEs generated revenue in 2023.
Among them, 48.3% (57 enterprises) surveyed HKIEs were primarily
engaged in manufacturing, 15.3% (18 enterprises) were in non-
manufacturing 3.4% (4 enterprises) were in an equal mix of both. Similar
to the situation of HKIEs in Mainland China, this data indicates that most
HKIEs view Southeast Asia as a manufacturing base, with only a minority
deriving their main revenue from non-manufacturing activities.

BRATHENE D - WEBRI17HR - IR
2023%F » HE206XZHEBE T X THEAS S
ELEBIN - B0 > 48.5% (100R) ZHBE
TEEENTEEHRBIER : 31.6% (65
R) ESEFRIFRIEZE 5 3.9% (8R) BY
FTEEBRBEEFMNIFREESF - LHH
BRRABELA (ED31.6%) BIBEIT D
ERBSBLEEMNTIFRERE - RIS EEY
BB S RN AR ENEZE - BARNEI
151@5‘&%83&&%%% BORMEEdhiRpZcE (T
CRETES) NGR (R HESE) B
%Eﬁamaim OB EVER SAE— -
EROERM - HBE1906RZHBETED
HR2023FEEESIN - 8P » 65.3% (128
R) ZEHEBETETENBISIRERE
%513.8% (27R) NBFBUREIFRE
%1.5% (BR) REEFENIFRIEHESY -
t‘L‘%@V@‘&B%SQJ@Wi@%ﬁ@%ﬁi%ﬁ%
BRBREE - QFFE/)\EDEBRSIZN0
1;%11@5&%953@%%%@ °
ERELHE EE118R2HBETLED
HER2023FELEEU - BP » 48.3% (57
R) DHBETHETHENBISIRERIE
%:15.3% (18R) VBFBUUREIERE
% 3.4% (4R) REEHENIFRIEESH -
HigignEs I%m%ﬁﬁlﬂlﬁqiﬁzeﬁﬁﬁma
B RIBE T EEERDLIRBFARRESE
1 DIFREERTZEBNIRIBDE -




Chapter 3

R=F

Business Overview of Hong Kong-invested Industrial Enterprises
BE T RIEFRAESEMN

Figure 3-17 Revenue Sources of Surveyed HKIEs in 2023 in Hong Kong, Mainland China, and Southeast Asia
(by Company Location and Industry)
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3.4 Sales Markets, Revenue and Profits

3.4.1 Sales Markets

As shown in Figure 3-18, the sales markets of surveyed HKIES are
quite stable, showing little change between 2019 and 2023. In terms of
market importance, Hong Kong and Mainland China are in the first tier,
with approximately 60% of surveyed HKIEs identifying these regions as
their sales markets in 2023, a slight increase compared to 2019. The
US and Europe are in the second tier, with over 40% of surveyed HKIES
identifying these as their sales markets in 2023, but showing a slight
decline compared to 2019. Southeast Asia represents the third tier, with
about 30% of surveyed HKIEs indicating the region as their sales market
in 2023, a slight increase compared to 2019.

The data also reflects that the diversified sales markets of surveyed
HKIEs, with Hong Kong, Mainland China, Europe and the US being the
primary sales markets. Some enterprises have also entered emerging
sales markets such as Southeast Asia.

Figure 3-18 Sales Markets of Surveyed HKIEs in 2019 and 2023
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Figure 3-19 shows that comparing 2019 to 2023, the average proportion
of each sales market in the revenue of the surveyed HKIEs has not
changed significantly. For surveyed HKIEs that generated revenue in
these markets, the Hong Kong sales market accounts for an average of
about 50% of revenue; Mainland China and the US sales markets each
account for about 40%; the European sales market accounts for about
30%; Japan and South Korea account for about 25%; Southeast Asia
accounts for about 16%; the Middle East accounts for about 12 to 14%;
and Central and South America account for about 8 to 10%.

The data indicates that the revenue sources of surveyed HKIEs are still
mainly concentrated in mature markets such as Hong Kong, Mainland
China, and the US. The average proportion from emerging markets (such
as Southeast Asia, the Middle East, and Central and South America)
remains relatively low, indicating that their potential awaiting further
exploration.
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Figure 3-19 Average Proportion of Each Sales Market in the Revenue of the Surveyed HKIEs in 2019 and 2023
(only including enterprises that generated revenue in these markets)
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3.4.2 Revenue and Profits 3.4.2 EINRAE

Figure 3-20 shows that compared to 2019, approximately 28% of BZR3-2088 7 © MHHR20194F © 928% 32508
surveyed HKIES expect an increase in annual revenue in 2024, about BT HEMEEIEI2024F R TEBUNE LTSI -
18% expect it to remain the same, and over 50% expect a decrease. K18%IREARFEY - 1BIBS0%IAHEATELD -

When categorised by the 2023 revenue levels of surveyed HKIES, as BIIR2023FZENBE T RSP E]
shown in Figure 3-21, enterprises with higher revenue levels are more 2 WEFR3-21H7R - ENAISBVEBIE UL
optimistic about expectations in revenue change. This reflects the BRI RE - RO EEA D/ N EEE
different revenue prospects faced by large enterprises and SMEs. For BRTNEAENEIR - HRBUIR1EBITTH
surveyed HKIEs with revenue less than HK$100 million, about 66% TOZEHBE T b5 - 18520195 » £966%
expect a decrease in 2024 revenue compared to 2019. For enterprises YEHI2024FBVBINE TR - ISR 10/
with revenue of HK$1 billion or more, only about 32% expect a decrease BITHLA EBVRZENEEE - A¥20195F - REK
in 2024 revenue compared to 2019, while 44% expecting an increase 32%YEHE2024FEBINE B AR - MEB44%
of 10% or more. FEHI2024FEUTEN01 0% L= -

Figure 3-20 Surveyed HKIEs” Expectations of 2024 Revenue Changes Compared to 2019
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Figure 3-21 Surveyed HKIES’ Expectations of 2024 Revenue Changes Compared to 2019
(Categorised by 2023 Revenue Levels)
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Figure 3-22 shows that compared to 2019, approximately 24% of
surveyed HKIEs expect an increase in full-year profits in 2024, about
18% expect them to remain the same, and over 50% expect a decrease.

When categorised by the 2023 revenue levels of surveyed HKIEs, as
shown in Figure 3-23, enterprises with higher revenue levels are more
optimistic about profit changes. This reflects the different profit prospects
faced by large enterprises and SMEs. For surveyed HKIEs with revenues
less than HK$100 million, about 63% expect a decrease in 2024 profits
compared to 2019. For enterprises with revenue of HK$1 billion or more,
only about 24% expect a decrease in 2024 profits compared to 2019,
while about 60% expecting an increase.
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Figure 3-22 Surveyed HKIEs’ Expectations of 2024 Profit Changes Compared to 2019
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Figure 3-23 Surveyed HKIES’ Expectations of 2024 Profit Changes Compared to 2019
(Categorised by 2023 Revenue Levels)
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3.5 R&D Investment and Intellectual Property

According to China’s Measures for the Administration of the Certification

of High-tech Enterprises (No. 32 [2016] of the Ministry of Science and

Technology), high-tech enterprises in Mainland China need to meet

certain proportions of R&D expenses to sales revenue:

* Not less than 5% (for enterprises with annual sales revenue of up to
RMB 50 million)

* Not less than 4% (for enterprises with annual sales revenue between
RMB 50 million and RMB 200 million)

* Not less than 3% (for enterprises with annual sales revenue of more
than RMB 200 million)

How about the R&D investment of the surveyed HKIES? Since the
research team does not have access to the sales revenue data of the
surveyed HKIEs, total revenue data is used as a reference. As shown in
Figure 3-24, the expected R&D investment of the surveyed HKIES as
a percentage of total revenue in 2024 is considerable, with 46.4% of
HKIEs surveyed reaching 5% or more and 67.5% reaching 3% or more.
This reflects that most of the surveyed HKIEs attach great importance to
R&D investment and are engaged in technology-intensive businesses.
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Figure 3-24 Surveyed HKIEs’ Expected R&D Investment as a Percentage of Total Revenue in 2024
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Figure 3-25 shows the surveyed HKIES' expectations for R&D investment
in 2024 compared to 2019. 45.3% of surveyed HKIES expect an
increase, 28.8% expect it to remain the same, and only 25.8% expect a
decrease. This data reflects the emphasis and persistence of HKIES on
R&D investment, especially considering the revenue pressure faced by
most surveyed HKIEs due to macroeconomic downturns. From another
perspective, this also reflects the commitment of many HKIEs to ODM
and even OBM models in pursuit of more value-added businesses in the
long term.
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Figure 3-25 Surveyed HKIEs’ Expectations for 2024 R&D Investment Compared to 2019
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Figure 3-26 shows the proportion of intellectual property (IP) in the — BER3-26FNAEERAZIHBE TXREFRE
asset portfolio of surveyed HKIES. Approximately 25% of surveyed HKIEs ~ EHESDPENSEL B - BKI25%0VZHEE T
indicate that IP accounts for 5% or more of their total assets, and 44.8% HEPERTANBERGEREES %I L
state that it accounts for 2% or more. Additionally, 13% of surveyed — F44.8%BYZENERAIFRNABERGERE
HKIEs mention that their IP is difficult to value, and among these, 58%  EBI2%ZXLLE - 5396 - B13%HIRHEEL
believe it should account for 10% or more of their total assets. EEERY - HPTEERNEEREISE
MEELEZERED - B58%tRRBERRES
HRBEN10%TAL -

Figure 3-26 Proportion of IP in the Asset Portfolio of Surveyed HKIES
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3.6 Business Strategies and Investment Trends

3.6.1 Business Strategies

As shown in Figure 3-27, 41% of surveyed HKIEs have chosen to maintain
their business scale post-pandemic, 27% have opted to expand, and
32% have decided to downsize. These data indicate that most HKIEs tend
to adopt a wait-and-see business strategy in post-pandemic era. This
phenomenon may be related to factors such as an economic recovery
that is slower than expected and geopolitical instability. However,
overall, the surveyed HKIEs are cautiously optimistic about the outlook,
with only a minority choosing to reduce their business scale.
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Figure 3-27 Business Strategies of Surveyed HKIEs in Response to the Post-pandemic Business Environment
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As shown in Figure 3-28, the three major challenges faced by surveyed
HKIEs are fierce competition (68.6%), rising labour costs (49.6%),
and developing overseas markets (47.5%). This reflects the need for
these enterprises to enhance product differentiation and optimise cost
structures to maintain market competitiveness. At the same time, they
need to actively promote automation and digital transformation to
improve per capita revenue efficiency and consider setting up production
lines in Southeast Asia, where labour costs are relatively lower.
Additionally, enterprises need to address challenges associated with
overseas market expansion, including cultural differences, regulatory
restrictions, international trade barriers, and insufficient overseas
operational networks.

Figure 3-28 Major Challenges Faced by Surveyed HKIEs
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Regarding the main competitors, as shown in Figure 3-29, over 80% of ~ HIREREVERIHT - WERI-290T » BB
surveyed HKIEs consider Mainland China enterprises as their primary ~ 80%BYZEHEE TR IR REHEANME
competitors, about 30% consider Hong Kong enterprises, and nearly 35 ; fU80%BIRHEXEBRETBER ° 3
20% consider Southeast Asian enterprises and American and European ~ #h » SRR ERFAELREFRABEERIZHER
enterprises each. SZEE20% ©

Figure 3-29 Surveyed HKIES’ Perceptions of Their Main Competitors
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Regarding the long-term competitiveness of HKMEs, as shown in Figure HRBEREXEXNRERF N - WBXK

3-30, about 40% of surveyed HKIEs are confident, approximately 50% 3-30FT7 * KD40%BIZEHEEBRBEI  #Y

have moderate confidence, and only 7% lack confidence. S50%HZHEXRBREIV—K - B - RE
T%BIRZEHIEERREEEI ©

Figure 3-30 Surveyed HKIEs’ Confidence in the Long-term Competitiveness of HKMES
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3.6.2 Investment Trends

As shown in Figure 3-31, between 2022 and 2024, Mainland China was
the investment destination for over 80% of surveyed HKIEs, and Hong
Kong was the destination for over 60% of surveyed HKIEs. Southeast
Asia and other regions were investment destinations for approximately
30% and over 10% of surveyed HKIEs, respectively.
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Figure 3-31 Investment Destinations of Surveyed HKIEs Between 2022-2024
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Figure 3-32 shows the average proportion of each investment destination
in the total investment of the surveyed HKIES between 2022 to 2024.
For enterprises that invested in these regions, investments in Mainland
China accounted for an average of about 64% of the total investment
of related enterprises, and investments in Hong Kong accounted for
about 50%. Investments in Southeast Asia and other regions accounted
for about 34% and 29%, respectively. This data indicates that Mainland
China and Hong Kong remain the core investment destinations for HKIES,
while Southeast Asia has become more significant than other regions
(excluding Mainland China and Hong Kong).
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Figure 3-32 Average Proportion of Each Investment Destination in the Total Investment of the Surveyed HKIEs in
2022-2024 (only including HKIEs that invested in these regions)
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As shown in Figure 3-33, regarding the estimated investment trends of ~ WEZR3-33FT/I » ¥HR2025F2027F BEH
HKMEs in Mainland China from 2025 to 2027, over 40% of surveyed — (&SRIERIRPEIRMEIREIRBZ - Bi540%6Y
HKIEs expect growth, while approximately 30% respectively expect — ZEHEFRBHZIBR - DHIKIS0%HIZH1E
that the growth will stagnate or decline. As for the investment trends of ~ FBRHIBRBSEHARD - EREHEE
HKMEs in Southeast Asia during the same period, as shown in Figure — BUEREEREFFMIIEIREBS - WEFKS-34
3-34, over 80% of surveyed HKIEs expect growth, with only about 12% PR - iBi880%ZhERIEMSIBE - REK
and 7% expecting stagnation and decline, respectively. 12%M7%NZHEEDBRBREERLS
AR

Figure 3-33 Surveyed HKIES’ Expectations of Investment Trends in Mainland China for HKMEs from 2025-2027
EF 3-33 ZEHEFEH2025F 2027 FBERSERERRPERM R EBRAEVFEH
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Figure 3-34 Surveyed HKIEs” Expectations of Investment Trends in Southeast Asia for HKMEs from 2025-2027
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3.7 Supply Chain Layout & Motivations and Challenges in 3.7 {HFESEH S R A FOR AR S FE AV EN 1
Expanding Southeast Asia Business B s

3.7.1 Supply Chain Layout 3.7 NHEEHD

As shown in Figure 3-35, Mainland China and Hong Kong are the primary WEFRI-35HTT * PERMAEBERZHZN
locations for R&D activities for the majority of surveyed HKIES, with 85% BETEEENT 2T - MBD
and 62% of surveyed HKIEs conducting their main R&D activities in BIE85%M62%0)ZsHEEIR SN E T
these regions, respectively. o EEEE o

Figure 3-35 Primary Locations for R&D Activities of Surveyed HKIES
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As shown in Figure 3-36, for raw materials and components, 85% of ~ WEBF3-36AT - WIRRIPRAFZELH - 85%
surveyed HKIEs mainly purchase from Mainland China, about 25% from 692558 & T 3E L 2ALEIRIIERE - K7
Hong Kong, and approximately 15% from Southeast Asia and Europe, — 25%EZWEBEHRE - K115% D AR A0
respectively. Only 12.5% of surveyed HKIEs mainly purchase from Japan ~ BRMERES o ME=24e BB REBIZINEZRAIR
and South Korea.

H12.5% °

Figure 3-36 Primary Sources of Raw Materials and Components for Surveyed HKIEs
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As shown in Figure 3-37, 85.7% and 55.7% of surveyed HKIES mainly
purchase services from third-party providers from Mainland China and
Hong Kong, respectively, indicating that many surveyed HKIES utilise
third-party service providers in both Mainland China and Hong Kong.
Notably, 19% of surveyed HKIES mainly engage third-party service
providers from Southeast Asia, a figure that surpasses the combined total
for Japan, South Korea, and Europe.

WBIRI-37HTT » DBIBES5.7%H55.7%89%
LB HBRENIMANES BB =R
BiED - RIMEDPADZINHEEQREM
HIE=TRBHES - BE—IEOZ - 19%
BUZEHEE T 2SR 0V — I ARFE IS
T EEFTEOAR - BRRBIAEEHZTH
B8R0 -

Figure 3-37 Primary Sources of Third-party Service Providers for Surveyed HKIES
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As shown in Figure 3-38, in terms of the share of surveyed HKIEs,
the major functions performed by the Hong Kong operations of the
surveyed HKIEs were skewed towards the downstream of the industrial
chain, while those performed by the operations outside Hong Kong
were skewed towards the upstream and midstream of the industrial
chain. More respondents’ operations outside Hong Kong were mainly
responsible for functions such as research and development (R&D),
design, smart manufacturing services and technical support, pilot
testing, mass production, quality control, testing and certification, as
well as environmental engineering and related consultancy services.
Meanwhile, more respondents’ Hong Kong operations were mainly
responsible for functions such as marketing, import/export trade,
wholesale, e-commerce and retail, financial and legal professional
services, and administration.

For Hong Kong operations, the top five major activities engaged by HKIEs
were marketing (62.6%), administration (49.8%), import/export trade,
wholesale, e-commerce and retail (44%), design (41.6%) and research
and development (40.7%). In terms of businesses outside Hong Kong,
the top five major businesses engaged by HKIES were mass production
(59.0%), research and development (55.2%), marketing (43.5%),
design (43.1%) and quality control, testing and certification (40.6%).
This also reflects the fact that many respondents have decentralised
their major R&D, design and marketing operations in Hong Kong and
outside Hong Kong.

WEERS-38T * MEFEHSELMS - 2ah
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5 e
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Figure 3-38 Major functions performed by HKIEs with operations in and outside Hong Kong
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3.7.2 Motivations and Challenges in Expanding Southeast Asia  3.7.2 ORI E IOV ERHE
Business

As shown in Figure 3-39, the main reasons for surveyed HKIEs to expand ~ 20EIF3-39F77 - Z5HBE T ERIDRE
their business in Southeast Asia are to diversify geopolitical risks — EEFBEZRR I DEUEBBUCER (67.3%
(67.3%) and to explore overseas markets (63.6%). Additionally, 36.4% ) MRIBEINTEE (63.6%) ° 25 - INE
of surveyed HKIEs aim to reduce production costs. 36.4%ZEHEELTBRR T ENEEERA °

Figure 3-39 Main Reasons for Surveyed HKIEs to Expand Business in Southeast Asia
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As shown in Figure 3-40, the difficulties faced by surveyed HKIEs in  WEF3-400T - ZeHEE T 3FRIDER
expanding their business in Southeast Asia mainly include a shortage DEFDHNRH - TBEBATFEIAR
of skilled workers (61.1%) and low worker motivation (57.4%). Other (61.1%) WITABRERIE (57.4%) S
challenges include inadequate infrastructure (35.2%), lack of reliable  9h » INBBZZHEFEEHERRMATS
partners (33.3%), insufficient legal protection (33.3%), lack of policy (35.2%) ~ TRETISEBISIERS: (33.3%) ~ FARR
stability (27.8%), and poor communication with governments (27.8%). PERE (333%) - BERRSEREM (27.8%)
MRS rTEE NS (27.8%) SR8

Figure 3-40 Difficulties Faced by Surveyed HKIEs in Expanding Business in Southeast Asia
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3.8 Views on Hong Kong New Industrialisation 3.8 HEBMR T X(LNEERASEZE

As shown in Figure 3-41, 15.3% of surveyed HKIEs have established ~ W0BIZR3-4197TR - B15.3%5250E8E TR
production lines in Hong Kong, with nearly half having expansion plans RNBESBRRLEER - 8P HERs
in place. Additionally, 3.3% of surveyed HKIEs plan to set up production &) - BINTS 3% NIRRT ERES BRE
lines in Hong Kong, while 17.4% have not planned to do so but are HERR - B17.4%2hEFERRT ARG
considering the option. Considering the substantial scale of HKIEs and BBRRLER  B2ER - TRIBETE
the relatively small size of Hong Kong's current manufacturing sector, TEERREEAN  MEBAMBERIRBEER
even a small proportion of HKIEs developing high-end manufacturing in R\ - WREBEEDFIE) B D BE LT
Hong Kong could yield significant results. E(RBBEESHEISE - MERARNEEE
g -

Figure 3-41 Surveyed HKIEs’ Establishment of Production Lines in Hong Kong (Q4 2024)
BF 341 ZHBEIXEERBBRARVEERNBR (2024FF4%F)
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Figure 3-42 shows the difficulties faced by surveyed HKIES when
upgrading traditional manufacturing businesses or setting up advanced
production lines in Hong Kong. On a scale of 1 (strongly disagree)
to 5 (strongly agree), surveyed HKIEs generally agree with the listed
difficulties, with average scores ranging from 3.56 to 3.99. These include
shortage of industry talent (3.99), lack of clear planning for industrial
development in Hong Kong (3.91), unattractive preferential policies
(3.87), lengthy Government administrative and approval procedures
(3.86), factory building design not compatible with technological
application requirements (3.84), lack of mature industrial parks (3.83),
difficulty in synergising with businesses in the Mainland (3.71), and lack
of competitive local third-party services (3.56).

Figure 3-42
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Difficulties Faced by Surveyed HKIEs When Considering Upgrading Traditional Manufacturing

Businesses or Setting Up Advanced Production Lines in Hong Kong
(Average Score, 1 = Strongly Disagree, 5 = Strongly Agree)
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Figure 3-43 shows the importance of various third-party services in
Hong Kong for developing high value-added industries, as perceived by
surveyed HKIEs. On a scale of 1 (very unimportant) to 5 (very important),
surveyed HKIEs generally consider the listed third-party services to
be important, with average scores ranging from 3.58 to 4.07. These
include R&D (4.07), smart manufacturing and technical support (4.05),
design (4.01), legal and intellectual property (3.92), quality control,
testing and certification (3.89), human resources and skills training
(3.88), pilot plant (3.66), financial and insurance (3.65), import and
export trade and wholesale (3.63), e-commerce (3.62), environmental
engineering and related consultancy services (3.61), and logistics and
warehousing (3.58).
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Figure 3-43 Importance of Various Third-party Services in Hong Kong for Developing High Value-added

Industries, as Perceived by Surveyed HKIEs

(Average Score, 1 = Very Unimportant, 5 = Very Important)
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Figure 3-44 shows the likelihood of various roles of Hong Kong companies
being replaced by companies outside Hong Kong, as perceived by
surveyed HKIEs. On a scale of 1 (definitely not replaced) to 5 (already
replaced), surveyed HKIEs believe that financial and legal professional
services (2.37), administrative management (2.56), marketing (2.74),
import and export trade and wholesale (2.76), design (2.86), R&D
(2.89), and environmental engineering and related consultancy services
(2.9) fall between “probably not replaced” and “probably replaced”,
reflecting uncertainty about the competitive landscape. Meanwhile,
quality management, testing and certification (3.01), e-commerce
(3.12), smart manufacturing services and technical support (3.16), and
pilot plant (3.25) are inclined toward “probably replaced.” This data
indicates that Hong Kong faces intense competition in various business
fields closely related to industry and producer services, which deserves
the attention of policymakers.

Figure 3-44
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Likelihood of Various Roles of Hong Kong Companies Being Replaced by Companies Outside

Hong Kong, as Perceived by Surveyed HKIEs (Average Score, 1 = Definitely Not Replaced,
2 = Probably Not Replaced, 3 = Probably Replaced, 4 = Definitely Replaced, 5 = Already Replaced)
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Figure 3-45 shows surveyed HKIES’ views on the effectiveness of various
measures to promote the development of local industry in Hong Kong.
Onascale of 1 (strongly disagree) to 5 (strongly agree), surveyed HKIEs
generally agree with the listed measures, with average scores ranging
from 3.92 to 4.25.

Hp - s BESRSONBRERS (MR E=
R EEIANERESESTTREEY]  (4.25)
[ERPEAMIREE - FTBRAM - BB
EMARRRBAR] (4.2) - [HEBRBEE
BNRHEEBEREBBRENS AR

The top five measures with the highest scores include strengthening
financial support to promote the transformation of traditional local
manufacturing (4.25), strengthening cooperation with Mainland
China to facilitate the flow of production factors (4.2), promoting and
defending Hong Kong’s legitimate rights as a separate customs territory

in international forums (4.2), promoting industrial education to cultivate (4.2) ~ [HBTEHE  BETEANT]
talents (4.16), and deepening cooperation among Government, industry, (4.16) DR [RIKE - E 2 HSE -
academia, and research (4.15). EBTHESEBEEERE] (415 -

Figure 3-45 Surveyed HKIEs’ Views on the Effectiveness of Various Measures to Promote the Development of
Local Industry in Hong Kong (Average Score, 1 = Strongly Disagree, 4 = Agree, 5 = Strongly Agree)
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Additionally, some surveyed HKIEs reflected other policy demands in
the questionnaire survey, such as the implementation of a municipal
solid waste charging and universal environmental education, as well
as enhanced support for R&D projects collaborated by the industry and
higher education institutions.

3.9 Repatriation of Overseas Business Profits to Hong Kong

Although the overseas business of HKIEs does not directly contribute
to Hong Kong’s GDP many of these enterprises repatriate part of their
overseas business profits to Hong Kong. As shown in Figure 3-46, nearly
9% of surveyed HKIEs repatriate 90% or more of their annual after-tax
overseas profits to Hong Kong; more than 15% repatriate 70% or more;
over 20% repatriate 50% or more; over 30% repatriate 30% or more; and
about 56% repatriate 10% or more.

When categorised by enterprise revenue levels, as shown in Figure 3-47,
over 28% of enterprises with revenue of HK$1 billion or more repatriate
70% or more of their overseas after-tax profits to Hong Kong.

BRILZIN - INERNEFERISHEPRIRE
BERSTNK - AR RIEHETEMEREIX
ENERERAE - URIIRHERESEFH
BEROIFHERENSFNES -

3.9 EQ&EBAIRIMRIE LS

BEBETXEERIINERUAEESHEDE
BAMEERE - BADIEETREFERED
BINEFZOIMHEDEE - WBFI-465T -
RENBETREXEDP » TIONNZHEETE
OREBOREIMEFBELUAIRI0%HLL L
#15%BIZSHEXTRELRIR 70% KL + 18
B20%BIZSHEETRELRIRE0%TIL L + 8
B30%BIEREIMELAIZEI0%LAE + MHKIS6%
B SHIERAIE10% 2 EEVRIMRER BT
N

BREERBIOKFED - WBR3-47HTR - @
28% SR 0RBITTH EHVEEBR70%K
MU EEVRINRERBEDSS -

Figure 3-46 Surveyed HKIEs’ Annual Average Proportion of Overseas After-tax Profits Repatriated to Hong Kong
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Figure 3-47 Surveyed HKIES’ Annual Average Proportion of Overseas After-tax Profits Repatriated to Hong Kong

(Categorised by 2023 Revenue Levels)
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Chapter 4
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Business Environment and Development Needs of Hong Kong-invested

Industrial Enterprises
BE I XEXRNEFRERBEFNK

Based on the opinions gathered from the industry in the focus group
meetings, the research team summarised the business environment and
development needs of HKIEs as follows:

4.1 “China+N” Strategy: Cross-houndary Extension of Hong
Kong’s Industrial Supply Chains

Influenced by market forces and geopolitical factors, Hong Kong’s
industrial sector has evolved into a “China+N” supply chain layout. The
decision of HKIEs on where to establish their businesses hinges on two
principal factors: the availability of production factors in the region; and
whether establishing a business there is cost-effective.

Figure 4-1 summarises the general perceptions of interviewed HKIES
regarding production factors and manufacturing costs in Hong Kong,
Mainland China, and Southeast Asia:
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Figure 4-1 The General Perceptions of Interviewed HKIEs on Hong Kong, Mainland China and Southeast
Asia in Terms of Production Factors and Manufacturing Costs
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22 Such as factories, workshops, energy supply, water facilities, environmental protection facilities, warehouses, transportation facilities, and so on.
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23 Such as industrial internet, data centres, clean energy facilities, and so on.
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Among Hong Kong, Mainland China, and Southeast Asia, Hong Kong
has the highest manufacturing costs and lacks advantage in production
factors. Therefore, most HKIEs do not regard Hong Kong as a principal
manufacturing base but rather as a headquarters for supply chain
management and import/export trade.

HKIEs view Mainland China as the principal manufacturing base due
to its ample production factors, which can efficiently meet the demand
from raw material procurement to large-scale production. However, as
labour and other production costs in Mainland China rise, manufacturing
is transitioning from labour-intensive to technology-intensive. Against
this backdrop, HKIEs need to leverage technology to upgrade and
transform their manufacturing operations in Mainland China, facing
both challenges and opportunities. Beyond manufacturing, some HKIEsS
also conduct research and development (R&D) and design processes
in Mainland China. Some interviewed HKIEs even indicated that even
if their products target the Hong Kong market, their R&D and design
processes are carried out in Mainland China because it can meet their
technical requirements and has a relatively lower cost.

Southeast Asia has emerged as a key manufacturing base for HKIEs
outside Mainland China. Although its production factors are not as
abundant as those in Mainland China, it offers lower labour and land
costs. Compared to technology-intensive manufacturing processes,
relocating labour-intensive processes from Mainland China to Southeast
Asia may be more appropriate. The US-China trade war in 2018 prompted
HKIEs to adopt the “China+1" strategy, accelerating their investment
and factory establishment in Southeast Asia.

However, HKIES entering emerging markets like Southeast Asia face
various challenges. For instance, @ mould and die enterprise noted that
it is relatively easier to recruit technical professionals in Mainland China
than Southeast Asia.

Other interviewees highlighted that the work motivation of Southeast
Asia workers generally falls short compared to Mainland Chinese
workers, resulting in lower production efficiency. Additionally, HKIEs are
less familiar with the regulations in Southeast Asia and need to establish
and strengthen their networks with governments and businesses in the
region.

ESE - PEAM - RER=EP - &8
IXOREMARBE - MEEBRIAR
fBER - NIt KZBEITXREEAREB
RIFEZOREEN - MBRIFEEASH
EREEMELIESFHEREE

BEIXEXRPENMREEBRHIREE
W HEHERFTENEERSR - fE528UE
MERRYARBAARREEN —IIFH
Ko R - BRPEANWEANDERSHE
BEEMAZRSD LT - REXRBRE IR
SRHEXBORMBELNEXEE - £IUE
N BEIXEXFTEREMANER - £HP
BN RERBITREE - B8 REE
5o AREXBLIN  —LBETXEEE
IRIPEAMETHE  RETFLE - BREH
BEIXECXEERT MEHEREOS
BHE - BHENRSHIRHDERPEANIME
7 ARPERMELEIREHMTHR
MEX - MEAMARSBIE

REDEMRBE T EREEXEPEARILIIN
BEBREEN  RELEZZRNTEE
ANPEARM - BERADHNLHRAEARE -
MEREMBEENRETS - BREDBE
ARSI SRPEA BB SRR IET
RREE - 2018FNPEEZEHUEBET
EEZERR [PE+1] RES - IDREFIRR
FRRERMOVER -

R - BELEEEEANRERSHED
% F2EHSASEN[E - A0 8%
SHRBEERR - MERMEORFABL - £P
BANESBBAFIEMES

SEZIEERTRELRTANERLEZE
AWPERMTA - AMEERERE - It
Oh - BE I REEHRMEORE)EARAWPE
AR - MBEERNFBZE I
EERFA R I BB FRHEHS

/“



Chapter 4
SE

Business Environment and Development Needs of Hong Kong-invested

Industrial Enterprises
BETEILNESERERBEEKR

Since cross-border transportation involves logistics and import/export
costs, the location of sales markets has a significant influence on where
HKIEs locate their production bases. The “China-+N” strategy adopted
by HKIEs may partly stem from their sales markets being spread across
Mainland China, Hong Kong, Europe, the US, and Southeast Asia.

In fact, the “China+N”" strategy is not exclusive to HKIEs but is widely
adopted by industrial enterprises worldwide. The strategy centres on
China because it boasts the world’s most comprehensive supply chain
system?®. No single country has the capacity to carry on all manufacturing
processes relocated from China. Establishing multiple manufacturing
bases outside China could reduce manufacturing costs and disperse
geopolitical risks.

Under the so-called “reciprocal tariff” policy by the US government in
a global scale, the effectiveness of the “China+N” strategy has been
somewhat weakened. Even if industrial enterprises manufacture goods
outside China, they cannot entirely avoid tariffs when exporting to the
US. The volatile geopolitical landscape and the lengthy payback period
for overseas investment in setting up factories pose significant risks for
HKIEs. Nonetheless, the diversified development strategy of “China+N”
remains the optimal choice for HKIES to adapt to market changes and
mitigate geopolitical risks.

In supporting HKIEs in expanding their overseas operations, HKSAR
Government can collaborate with chambers of commerce to act as a
bridge between HKIEs and local markets. Beyond high-level delegations
led by Government officials, it is also crucial to establish more Economic
Trade Offices (ETOs) in Southeast Asia and set up a regular support
mechanism to HKIEs. In addition to providing services such as legal
consultation and information exchange, the ETOs could further facilitate
the signing and implementation of free trade agreements. They can also
assist Hong Kong enterprises in identifying suitable locations in setting
up factories and streamline administrative barriers such as investment
approval and tax registration to accelerate project implementation locally.
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24 China has all the industrial sectors in the Industrial Classification by the United Nations and has accounted for about 30% of the global manufacturing output for many years, ranking

first in the world for 15 consecutive years.

24 PEREMESEEXESRPHENIRME  SEREERESREBNI0% - BE15FUSIERE— -



4.2 Exploring Emerging Sales Markets Becomes Paramount
With weak demand in traditional sales markets, exploring emerging
sales markets has become a top priority for many HKIEs.

Mainland China, as the principal sales market for HKIES, has seen intense
competition in recent years, characterised by “involution”. Price wars
have become prevalent, making it difficult for HKIEs to make a profit
when selling products in Mainland China, with some even incurring
losses. Although the Central Government has introduced several
policies to expand domestic demand, market competition is expected
to remain fierce. A significant increase in enterprise profit margins will
require a gradual process.

Hong Kong is another major sales market for HKIEs but has limited
market space and relatively high operating costs. For example, a
beverage manufacturing enterprise with production lines in Hong Kong
noted that although its production capacity in Hong Kong is small, it
suffices to meet the city’s limited demand. Meanwhile, the enterprise
plans to expand production lines and explore sales markets in Mainland
China in the future.

The US is an important sales market for HKIES, but the US tariff policies
have destabilised the business environment. HKIES relying on exports to
the US face short-term challenges such as importers demanding lower
prices and even cancelling orders. To alleviate cash flow pressure, these
enterprises need to utilise the period of temporarily relief of US tariffs to
secure orders from US importers and seek price concessions. Moreover,
they need to lobby the HKSAR Government to extend the principal
moratorium. In the long term, to diversify risks, HKIES need to explore
sales markets beyond the US.

Europe is another significant sales market for HKIEs. Unlike Mainland
China, the European market is not as competitive, and unlike the US, it
has not imposed substantial tariffs on imports. HKIEs generally achieve
considerable profits by selling goods in the European market. However,
there is concern that redirecting a significant amount of goods originally
exported to the US to the European market might be deemed as dumping,
potentially triggering anti-dumping taxes by European governments to
protect local industries.
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Southeast Asia represents a promising emerging market for HKIEs. With
rapid economic growth in recent years, a notable increase in the middle-
class population, and robust consumer demand, Southeast Asia offers
development potential. Although Southeast Asian consumers prioritise
cost-effectiveness, the market competition there is less intense when
compared to Mainland China, providing enterprises with more room
for thin-profit and high-volume sales. HKSAR Government should play
a more proactive role in collaborating with chambers of commerce to
offer support in brand development, government relations, funding, and
market information to help the industry enter the Southeast Asian sales
market.

4.3 Enhancing Supply Chain Management Capabilities
Becomes Essential

The volatile tariff policies of the US and the economic incentive policies
of Mainland China have caused ever-changing markets, posing high
demands on the supply chain management capabilities of HKIEs.

With decades of maturation, Hong Kong industries generally possess
basic supply chain management capabilities. From demand forecasting,
raw material supplier management, production scheduling, and inventory
management to customer management, order fulfilment, and distribution
etc. This entire process involves critical functions, including information
analysis, financial management, risk management and logistics.

However, in recent years, global supply chains have frequently been
disrupted. Due to policy impacts, industrial enterprises face significant
fluctuations in production and sales costs, as well as in market demand
for products. In addition to considering cost-effectiveness at the factory
operation level, industrial enterprises must also factor in geopolitical
risks. The “China+N" strategy also tests the ability of HKIES to establish
and manage supply chains overseas.

Amid sluggish market demand in recent years, HKIES also need to
manage production costs, capacity, and inventory to navigate economic
downturns smoothly. Yet, when market demand suddenly recovers due to
stimulus policies, HKIEs must also be capable of scaling up production
to grasp market demand.
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In the face of frequent shocks and ever-changing market conditions,
HKIEs require a high level of supply chain management to balance risks
and returns. To maintain competitiveness, enterprises must respond
promptly to rapid changes in market demand, maintain good relationships
with supply chain partners, and ensure high supply resilience. This
ensures optimal capacity levels to align market demands. Beyond their
own operations and market demands, supply chain management for
HKIEs also requires consideration of the competitive landscape within
the industry, which is no easy task.

4.4 Hong Kong’s Producer Services: “Super Gonnector” in
the Global Industrial Chain

As an international city, Hong Kong has long provided high value-added
services to global producers. Over the years, Hong Kong has served as a
vital gateway for foreign capital entering Mainland China market.

Recently, there has been a pressing demand for Chinese enterprises to
expand overseas. These Chinese enterprises include domestic-funded
enterprises but also encompass HKIEs. To capitalise on this opportunity,
Hong Kong’s producer services sector is strengthening collaboration
with peers in Southeast Asia and the Middle East, jointly offering
premium services to relevant clients. On one hand, practitioners in
Hong Kong’s producer services sector excel in project management and
provide a sense of familiarity to Hong Kong and Mainland China clients.
On the other hand, practitioners in the overseas producer services sector
are more familiar with their local situation and are good at providing
localised services. Some interviewed legal service enterprises noted
that in recent years, an increasing number of overseas peers have been
visiting Hong Kong to seek business cooperation opportunities to serve
Chinese enterprises going global. This highlights Hong Kong'’s role as
a “super-connector” to bridge Mainland China with global markets. It
also shows that Hong Kong is playing an increasingly crucial role in
promoting the integration of the global industrial chain.

Another development trend in Hong Kong’s producer services sector is
its expansion into Guangdong Province. An increasing number of Hong
Kong producer services enterprises now view the GBA as an integrated
entity, rather than being limited to Hong Kong. These enterprises use
Hong Kong as a supply chain management headquarter to coordinate
business operations across Hong Kong and Guangdong, serving the
entire GBA market. Various producer services have extended from Hong
Kong to the Guangdong region, including R&D, design, testing, brand
development, as well as wholesale, import/export trade, logistics, and
commercial and professional services.
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The People’s Government of Guangdong Province has been quite
positive about the collaboration between Guangdong and Hong Kong
in developing producer services. In February 2025, the People’s
Government of Guangdong Province issued Measures to strengthen
the integrated development of the manufacturing industry and the
productive service industry, which stated: “To support the development
of the Hetao into an important pole of the international science and
technology innovation center in the GBA, to join hands with Hong Kong
to build an international first-class science and technology innovation
platform, to build a number of platforms for research and development
services, testing and validation, and pilot-scale conversion, to promote
Hong Kong-Guangdong co-operation in testing and validation, and to
proactively build the Shenzhen Data Exchange Centre and an open and
innovative platform for artificial intelligence”?.

4.5 Hong Kong’s Industrial Development Requires Holistic
Planning Tailored to Local Conditions

To promote the development of Hong Kong’s local industry, it is essential
to first clarify the direction and industrial needs.

4.5.1 Reasons for Manufacturing in Hong Kong

Currently, a small number of HKIEs still engage in manufacturing and

environmental industrial activities in Hong Kong. The main reasons are

as follows:

* The “Made in Hong Kong” brand still carries prestige and credibility

 Manufacturing in Hong Kong serves local market in order to save costs
on import-export and logistics

» Some manufacturing industries have high intellectual property
protection requirements, and enterprises have greater confidence in
Hong Kong's legal protection

» Some industries have specific needs for local production in Hong
Kong, such as consumer preferences for local jewellery repair services
in Hong Kong; sewage treatment plants need to be located locally, etc

However, many enterprises operating factories in Hong Kong face
difficulties. This is mainly due to the limited market size in Hong Kong,
which fails to generate economies of scale. Additionally, the lack of
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25 The People’s Government of Guangdong Province (2025). Measures to strengthen the integrated development of the manufacturing industry and the productive service industry.

Retrieved from https://www.gd.gov.cn/gkmipt/content/4/4666/post_4666546.html?jump=true#8
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development space for the industry in Hong Kong, coupled with less
favourable living conditions compared to our neighbouring regions,
makes it challenging to attract industrial talent to Hong Kong.

4.5.2 Hong Kong’s High Operating Costs Require Brand Premium
and Development of High Value-added Industries

At present, many of Hong Kong’s local manufacturing activities aim to
meet the demands of the local market. The relatively limited demand in
Hong Kong restricts the development space for the local manufacturing
sector. It is an undeniable fact that Hong Kong’s local manufacturing
lacks cost competitiveness, and it is a natural market competition
outcome that most manufacturing processes are outsourced to Mainland
China and other regions.

However, the long-term hollowing out of manufacturing is not conducive
to the development of the real economy and may negatively impact
the producer services sector. Although manufacturing generally has
lower value-added compared to other industries, the producer services
connected to it can generate higher value-added, which is crucial for
Hong Kong'’s economic development.

Does Hong Kong’s high manufacturing cost mean there is no room
for local manufacturing development? Switzerland may offer a
counterexample. Despite lacking cost advantages in manufacturing,
Switzerland still achieved a contribution of approximately 18% of its GDP
from manufacturing in 2023%, thanks to its high product craftsmanship
and brand price premium. Of course, Switzerland does not have a
manufacturing powerhouse like Mainland China in its neighbouring
regions, and Hong Kong’s manufacturing faces a more competitive
environment.

Nevertheless, for the sake of diversified and healthy economic
development, Hong Kong should explore the possibility of focusing
on a few strategic manufacturing sectors. Given Hong Kong’s high
manufacturing costs, developing high value-added manufacturing
is logical. Policymakers should not consider the development of
manufacturing in isolation but should take into account the entire
industrial sector. The primary purpose of developing manufacturing is
to promote the growth of R&D, design, and other producer services.
Furthermore, Hong Kong's local industry needs to find its position,
filling the imperfect of Mainland China cities, and provide value-added
to the GBA to avoid vicious competition.
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Intraditional manufacturing, the food manufacturing industry is considered
as a key sector in Hong Kong. Hong Kong enjoys a good reputation
for food safety, combined with the application of food technology, the
industry has the potential for brand price premium. Additionally, the food
manufacturing industry is currently the strongest manufacturing sector in
Hong Kong, accounting for 26.9%% of the entire manufacturing sector’s
value-added in 2023, indicating a solid development foundation.

Emerging manufacturing, such as semiconductors and biomedicines,
generally offer higher profit margins and are less sensitive to Hong
Kong's high manufacturing costs. Moreover, these industries are also
characterised by high technology, leveraging Hong Kong’s abundance of
scientific and technological talent and driving the development of high
value-added sectors such as R&D and design. Furthermore, technology
companies in Mainland China are heavily investing in addressing
“chokepoints” by developing domestic alternatives. These areas are also
highly worthy of Hong Kong high value-added development.

4.5.3 Optimising New Industries-related Subsidy Schemes to
Nudge the Commercial Potential of Hong Kong Enterprises

Hong Kong has historically prioritised basic research over the
commercialisation of scientific and technological achievements, leading
to a lag in the development of new industries compared to neighbouring
advanced cities. In recent years, the HKSAR Government has vigorously
promoted the commercialisation of research outcomes, and the situation
for local new industries has improved. However, to secure a place in the
highly competitive environment, HKSAR Government must demonstrate
greater commitment in policy and create a more conducive business
environment for new industries enterprises, enabling them to deeply
participate in the development of Hong Kong's 1&T sector.

HKSAR Government has allocated substantial funds to promote the
development of new industrialisation in Hong Kong, such as the
New Industrialisation Funding Scheme (NIFS), New Industrialisation
Acceleration Scheme (NIAS), the I&T Accelerator Pilot Scheme, and the
HK$10 billion I1&T Industry-Oriented Fund (ITIF). The industry positively
acknowledges the Government’s proactive financial support as a step
forward. However, there is still room for improvement in policy design
and implementation:
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27 Data source: Census and Statistics Department (2023). Table 610-72006: Principal statistics for all establishments in the manufacturing sector by detailed industry grouping.
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* Theallocation of resources for [&T funds should place greater emphasis
on project quality. For instance, the Research, Academic and Industry
Sectors One-plus Scheme (RAISe+) stipulates that each university
can submit a maximum of 15 applications per project application
period. This regulation may aim to prevent resource concentration
in stronger universities and encourage more universities to participate.
However, it may also prevent some excellent projects from receiving
funding

The approval and vetting process for subsidy schemes is too lengthy,
and the supervision and audit procedures lack flexibility. Some
respondents noted that Government overly focus on the minute
details of commercial project plans and fund utilisation when
approving schemes, which contradicts the new industries’ emphasis
on efficiency and flexibility. While similar issues exist elsewhere and
the industry understands the Government’s responsibility to ensure
proper use of public funds, if Hong Kong can significantly improve
administrative efficiency, it can gain a competitive edge over other
regions

Hong Kong could learn from Mainland China’s model of “tolerance
for errors” and “grant before review”, pursuing streamlined
processes and focusing on outcomes rather than procedures.
This approach would allow subsidy schemes to better fulfil their
original intent of supporting enterprise development, enabling
enterprises to promptly access funding and flexibly allocate
resources to meet evolving commercial demands. Additionally, it
would help Government departments save substantial administrative
costs and allow funded enterprises to concentrate on market
competition rather than administrative matters, which might otherwise
diminish the effectiveness of the subsidy schemes

While Hong Kong has made significant progress in the transition
from “0 to 17, it still needs improvement in the transition from “1 to
N”. From the perspective of the enterprise life cycle, financial support
is only a small part of fostering the development of local enterprises
in new industries. The HKSAR Government must also provide support
during the product implementation phase to help enterprises survive
the initial stages, transition into the growth phase, and eventually reach
maturity. A local medical equipment supplier participating in a
public funding scheme noted that its largest potential customers in
Hong Kongare public healthcare institutions. However, itoftenstruggles
to compete against international leading enterprises in tenders, lacking
sufficient survival space in the local market. Although the enterprise has
successfullyachievedthe transition from “0to 1” with the help of public
funding schemes, it faces insurmountable challenges in the “1 to N”
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phase, ultimately leading to a waste of public resources. The enterprise
mentioned that the public sector in Hong Kong offers less protection to
local industries in procurement and bidding. In contrast, forgign consuls
actively assist foreign enterprises in establishing government relations
in various regions. When Hong Kong enterprises enter overseas markets,
they feel isolated and helpless

4.5.4 Introducing Comprehensive Support Measures to Attract
New Industrial Talent to Hong Kong
In addition to providing public funding schemes, the industry believes
that the HKSAR Government must formulate comprehensive policies to
address the local shortage of new industrial talent and ultimately promote
the development of Hong Kong's industry. Currently, respondents from
new industrial enterprises face severe talent shortages, primarily due to
the following reasons:

» The development of new industries in Hong Kong lags behind
neighbouring advanced regions, leading to the outflow of technical
talent from Hong Kong

* As Hong Kong’s new industries just kick off, many local graduates
opt for careers in finance, consulting, and other sectors instead of the
industrial sector

« After accumulating work experience in SMEs, technical professionals
often move to large corporations. At the same time, the local market
lacks young technical professionals, making it difficult for SMES to
recruit new blood through hiring to replenish human resources

* Local technical professionals in Hong Kong demand relatively high
compensation but possess skills inferior to those of non-local talent

To address the shortage of new industrial talent in Hong Kong, the industry
hires technical professionals from Mainland China and Southeast Asia
to work in Hong Kong, as well as relocating part of their operations to
regions with a richer pool of technical professionals to recruit software
engineers and other professionals for businesses in Al and automation.
To facilitate the development of new industrial enterprises in Hong Kong,
the industry expects the Government to introduce more policy measures:
* The talent acquisition policy should not only target high-end scientific

researchers but also include mid-level and junior technical professionals
* Provide visa facilitation and talent matching platforms to assist SMES in

recruiting technical professionals from Mainland China and Southeast Asia
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e QOffer talent apartments to create better housing conditions for
industrial talent

* Provide more technical training courses, encouraging enterprises to
train industrial talent

* Increase efforts to assist the local industry in achieving automation,
creating more management positions related to new industries

« Strengthen the promotion of the development potential of new
industries to guide local students to acquire relevant skills and join
Hong Kong's industrial sector

4.5.5 Strengthening Cooperation with Mainland China to Promote
the Cross-boundary Flow of Production Factors

HKIEs generally regard Mainland China as a vital production base and
sales market. To promote the development of Hong Kong industry,
the industry believes that breaking down various barriers between
Guangdong and Hong Kong is crucial to facilitating the cross-boundary
flow of production factors and ensuring smoother business operations
between the two regions.

Atypical case is the Cooperation Agreement on the Supervision of Safety
and Facilitation of Customs Clearance of Food Products Manufactured
in Hong Kong Exported fo the Mainland (Cooperation Agreement),
advocated by FHKI? and signed by the Environment and Ecology Bureau
of the HKSAR Government and the General Administration of Customs
of China. The Cooperation Agreement specifies that the Centre for Food
Safety of the HKSAR Government will regulate Hong Kong-manufactured
food exported to Mainland China to ensure compliance with Mainland
China requirements. Meanwhile, Mainland China customs will release
food samples for testing directly after sampling, without waiting for the
results®. This arrangement simplifies administrative procedures and
significantly reduces the customs clearance time required for Hong
Kong-manufactured enterprises to export food to Mainland China.

Some interviewed enterprises suggest that Hong Kong could consider
gstablishing a pilot zone in the Northern Metropolis to further explore
comprehensive alignment with Mainland China systems, enabling the
free cross-boundary flow of human resources, goods, capital, and
services. Additionally, the pilot zone should vigorously attract industrial
enterprises to set up R&D centres and intellectual property trade hubs,
providing a development platform for young talent in Hong Kong’s new
industrial sector.
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28 Federation of Hong Kong Industries (2023). FHKI Successfully Advocates for Streamlined Customs Clearance for Food Products Manufactured in Hong Kong Exported to the Mainland.

Retrieved from: https://www.industryhk.org/en/info/press-releases/fhki-food-green-channel/
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4.5.6 Hong Kong SMEs Face Enormous Operational Pressure and
Traditional Industrial Upgrading Requires Policy Support
Promoting the upgrading of traditional industries is one of the key
aspects of new industrialisation. Apart from the New Industrialisation
Funding Scheme (NIFS), the HKSAR Government currently relies on
the Dedicated Fund on Branding, Upgrading and Domestic Sales (BUD
Fund) to achieve this goal. Most HKIEs are SMEs engaged in traditional
industries, and they fully recognise the importance of the BUD Fund
and other subsidy schemes. However, due to significant operational
pressure, they hope for the following policy optimisations:

» Some SMEs are unaware of Government subsidy schemes, while
others, though informed, are deterred by the complex application
process. While intermediaries can help promote Government subsidy
schemes to SMEs, this incurs commission costs. The industry suggests
that the Government use Al to more accurately place advertisements
for subsidy schemes to the intended targets and simplify the
application forms and requirements to assist applicants in completing
the process quickly

The BUD Fund’s matching ratio was reduced from 1:1 (Government:
enterprises) to 1:3. Under the current economic downturn and tariff
war pressures, SMEs hope to restore the 1:1 matching ratio

The current policy stipulates that each enterprise can submit only one
BUD Fund application every three months. The industry hopes to relax
this requirement to support traditional enterprises proactively engaged
in upgrading and transforming their operations

SMEs often face cash flow tensions, and the early stages of investment
projects are the most critical period for funding support. However,
Government subsidy schemes typically adopt a “Businesses pay
first, Government disburses later” funding approach, which fails
to meet the urgent needs of enterprises. For example, a respondent from
an enterprise noted that it had to mortgage its property to secure
financing for the initial investment project. Additionally, to receive
Government subsidy schemes disbursements, the enterprise
must complete the investment project within two years, which puts
considerable pressure on cash flow. The representative of the enterprise
believes that the HKSAR Government should assist enterprises in
addressing financing difficulties, and the matching fund schemes
should change the “pay slow” practice and extend the project
completion deadlines
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Reviewing the experiences of China, the US, Singapore, and Switzerland
in promoting industrial development, policy tools such as tax incentives
and subsidy schemes are commonly used. Additionally, Mainland
China’s “Immediate access without filing application” policy, the US’
practice of prioritising the purchase of locally manufactured products,
Singapore’s public funding on raising low-income worker salary, and
Switzerland’s brand development and vocational education offer valuable

references to Hong Kong.

5.1 Mainland China

China is an industrial powerhouse, boasting all industrial categories
classified by the United Nations. For years, China has accounted for
approximately 30% of the global manufacturing output and has ranked
at top of the world for 15 consecutive years. On the supply side, China
vigorously promotes new industrialisation to drive the upgrade and
transformation of industrial structure. On the demand side, it strives to
boost the domestic sales market to mitigate geopolitical risks in export
markets. Notably, HKIEs frequently mentioned in focus group discussions
that processes of Government subsidy schemes need to be simplified,

with China’s “Immediate access without filing application” policy being
particularly insightful in this regard.

5.1.1 Vigorously Developing New Industrialisation

In 2002, China explicitly proposed pursuing new industrialisation,
emphasising the use of informatisation to drive industrialisation and
leveraging industrialisation to promote informatisation. This approach
aims to achieve high-technology content, strong economic benefits,
low resource consumption, minimal environmental pollution, and full
utilisation of human resource advantages in industrial development.
Subsequently, the Chinese government reiterated and emphasised its
commitment to new industrialisation with Chinese characteristics and
aims to fundamentally achieve new industrialisation in 2035. It also
emphasised the need to focus on real economy as the cornerstone of
economic development and facilitate the establishment of manufacturing
powerhouse.

In March 2025, the Report on the Work of the Government®® addressed
the need to “Developing new quality productive forces in light of local
conditions and accelerating the development of a modernized industrial
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system, pursue integrated advancements in technological and industrial
innovation, press ahead with new industrialisation, expand and strengthen
advanced manufacturing, and vigorously develop modern services”.
Fostering emerging industries and industries of the future, promote the
transformation and upgrading of traditional industries, and unleash the
creativity of the digital economy became the three main policy directions.

In China’s process of promoting new industrialisation, the Made in
China 2025%" strategy proposed by the State Council in 2015 has
garnered significant attention. The strategy outlines an action roadmap
for comprehensively upgrading China’s manufacturing sector, focusing
on ten key sectors, including new information technology, high-
end numerically controlled machine tools and robots, aerospace
equipment, ocean engineering equipment and high-end vessels,
high-end rail transportation equipment, energy-saving and new energy
cars, electrical equipment, farming machines, new materials, and bio-
medicine and high-end medical equipment. Over the past decade, the
Made in China 2025 strategy has achieved remarkable results, with
China’s manufacturing sector experiencing significant improvements in
independent innovation capabilities and informatisation, moving beyond
its past as being “huge but not strong.” China has taken the lead globally
in industries such as photovoltaics, new energy vehicles, and lithium
batteries. China has also made substantial progress in key areas such as
aerospace, biotechnology, semiconductors, and robotics.

Moreover, the Chinese government proposed the “Al+” initiative in its
2024 and 2025 Government work reports. One of the key focuses is to
empower China’s digitalisation on vast manufacturing sector with Al and
industrial internet. The latest data indicates that the growth momentum of
China’s advanced manufacturing sector remains strong. From January to
April 2025, profits in high-technology manufacturing increased by 9.0%
compared to the same period of last year, exceeding the average growth
rate of 7.6% for all industrial enterprises above designated size®.
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5.1.2 Promoting Foreign Investment

In response to the declining confidence of foreign investors, the
Chinese government has introduced a series of policies to optimise
the business environment for foreign enterprises. Since 2013, China’s
Foreign Investment Negative List has been scaled down multiple times,
reducing entry restrictions from an initial 190 items to less than 30. On
1 November 2024, the Special Administrative Measures (Negative List)
for Foreign Investment Access (2024 Edition) Notes came into effect,
formally lifting all foreign investment restrictions in the manufacturing
sector.

While easing foreign investment access restrictions, China has also
intensified efforts to stabilise foreign investment. On 17 February 2025,
the Chinese government released the 2025 Action Plan for Stabilizing
Foreign Investment, outlining 20 measures, including expanding the
catalogue of industries where foreign investment is encouraged, making
it easier for foreign enterprises to invest in China.

5.1.3 Boosting the Domestic Sales Market

The national strategy of expanding domestic demand can be traced back
to November 2008 when the executive meeting of the State Council
proposed the ten measures for expanding domestic demand and stimulate
economic growth. This policy was initially introduced to counteract the
impact of the 2008 global financial crisis on China’s export industry. This
policy direction was reiterated in April 2020 at the Central Financial and
Economic Affairs Commission meeting, where the Chinese government
proposed building a “new development pattern featuring a domestic
gconomic cycle as the mainstay and the mutual promotion of domestic
and international economic cycles”. The Chinese government views
expanding domestic demand as a strategic move for achieving economic
stability and security, rather than a temporary expedient. Subsequently, a
series of policy documents, such as the Qutline of Strategic Planning for
Boosting Domestic Demand (2022-2035) and the Implementation Plan
for the Domestic Demand Expansion Strateqy for the “14th Five-Year
Plan” Period, were introduced to boost the domestic sales market.

Amid rising geopolitical risks in export markets and sluggish domestic
demand growth, the Chinese government has recently implemented
the “Two Major Initiatives and Two New Measures” policies. The “Two
Major Initiatives” involve issuing ultra-long-term special government
bonds to support the implementation of national strategies and enhance
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security capabilities in key areas, driving high-quality economic
development. The “Two New Measures” aim to stimulate consumption
through subsidies for large-scale renewal of equipment and the trade-
in of consumer goods. For instance, in 2025, the Chinese government
introduced policies providing subsidies of up to RMB 15,000 per new
energy vehicle, up to RMB 13,000 per fuel-powered vehicle, up to RMB
2,000 per household appliance in 12 categories, and up to RMB 500
per mobile phone, tablet, or smartwatch priced below RMB 6,000%.
Regarding the sluggish real estate market, the Chinese government has
attempted to stabilise consumer confidence through measures such
as easing purchase restrictions, reducing mortgage interest rates, and
acquiring existing housing stock.

The latest data indicates that China’s efforts to boost domestic demand
have achieved certain results. From January to April 2025, China’s total
retail sales of consumer goods reached RMB 16.2 trillion, an increase
of 4.7% compared to the same period last year, accelerating by 1.2%
compared to the whole year of 2024. In April 2025, China’s fixed asset
investment continued to expand, with manufacturing investment growing
by 8.8%.

5.1.4 Promoting “Immediate Access without Filing Application”
In 2024, the Chinese government issued the Resolution of the Central
Committee of the Communist Party of China on Further Deepening
Reform Comprehensively to Advance Chinese Modernization, proposing
to optimise government services to “one-stop government services”. By
leveraging data to precisely match eligible enterprises and individuals,
the government aims to gradually achieve the principle of “Immediate
Access without Filing Application” to preferential policies.

In May 2024, Shanghai released an Action Plan for promoting Al+ and
building a “Smart and Easy” Government Service System 3.0, which
aims to achieve “799” service efficiency: over 70% pre-filled application
forms, over 90% first-time application success rate, and over 90% online
manual assistance resolution rate.
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33 National Development and Reform Commission (NDRC) & Ministry of Finance (MOF) (2025). Notice on Intensifying and Expanding the Implementation of Large-Scale Equipment
Renewal and Consumer Goods Trade-in Policies in 2025. Retrieved from https://www.gov.cn/zhengce/zhengeeku/202501/content6997129.htm
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34 Data sourced from the NDRC May 2025 press conference.
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Furthermore, in April 2025, Shanghai issued the Several Measures on
Promoting the Development and Growth of Specialized and Sophisticated
Small-and-medium-sized Enterprises in Shanghai, which proposes
leveraging the role of specialised funds for SMEs’ development. In line
with the requirements of “Immediate Access without Filing Application”
and one-to-one service, the initiative aims to “deliver policies to
doorsteps and services to homes” for enterprises.

5.2 United States

For many years, the US has implemented reindustrialisation policies,
not only attracting manufacturing back to the US through tariffs and tax
incentives, but also supporting the local R&D and manufacturing of
high-technology industries such as semiconductors through substantial
subsidies. Additionally, the US has established technological barriers for
its high-technology industries through export controls. A policy worth
referencing for Hong Kong is the government’s requirement to prioritise
the purchase of locally manufactured products.

5.2.1 Reindustrialisation Policies and Trade Protectionism

Following the 2008 financial crisis, then-US President Obama proposed
reindustrialisation policies in 2009 to develop the manufacturing and
I&T sectors and revitalise the real economy. Policy directions included
encouraging R&D activities, developing strategic industries for national
security, cultivating STEM talent, and purchasing “Made in USA” goods.

In2017, the Trump administration continued to promote reindustrialisation
in the US. The Tax Cuts and Jobs Act (TCJA), effective in 2017, reduced
the federal corporate tax rate from 35% to 21% to attract businesses
to establish factories in the US. The United States-Mexico-Canada
Agreement (USMCA), implemented in 2020, made significant reforms to
the automotive industry, requiring that at least 75% of the vehicle’s parts
be made in the US, Mexico, or Canada to qualify for tariff-free treatment.

The Trump administration also initiated a trade war with China. Between
2018 and 2019, the US imposed tariffs of 7.5% to 25% on approximately
US$370 billion of Chinese imports under Section 307. However, while
Chinese exports to the US declined, other countries’ trade surpluses with
the US continued to rise. Manufacturing enterprises did not relocate their
production bases from China to the US but instead partially shifted to
countries like Vietnam and Mexico.
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After Biden assumed office in 2021, the administration did not repeal the
tariffs on Chinese imports and even increased tariffs on certain Chinese
goods in 2024. Additionally, the Biden administration actively promoted
the “friend-shoring” policy to reduce reliance on competitors such as
China.

Trump resumed office in 2025 and announced the so-called “reciprocal
tariff” policy on 2 April 2025 in a global scale, aiming at twisting trade
deficit and promoting reindustrialisation in the US. The US government
is currently negotiating with trade partners while tariff policies remain
in flux.

5.2.2 Establishing Technological Barriers through Export Controls
and Developing High-technology Industries with Subsidies

The US has established technological barriers for its R&D and design
industries through export controls on the grounds of national security. As
garly as 2018, the US implemented the Export Control Reform Act (ECRA)
and the Foreign Investment Risk Review Modernization Act (FIRRMA).
Subsequently, the US added Chinese companies like Huawei to the
“Entity List”, prohibiting companies in the US from exporting advanced
semiconductors and other sensitive technologies to Chinese companies
without permission. In October 2022, the US Department of Commerce
imposed a series of export controls on China’s advanced computing and
semiconductor technologies. The US has continued to tighten export
controls on semiconductor exports to China; recently, even NVIDIA’s
H20 chips, specifically manufactured for the Chinese market, have been
banned from selling.

The US also provides substantial subsidies to establish R&D and
production advantages for its advanced industries. For instance, the
CHIPS and Science Act. effective on 9 August 2022, provides over US$50
billion in subsidies for semiconductor R&D and manufacturing in the US
This has attracted global semiconductor giants such as NVIDIA, TSMC,
Samsung, and Intel to construct advanced wafer fabrication facilities in
the US. On 16 August 2022, the Inflation Reduction Act (IRA) came into
effect, allocating US$369 billion to investments in climate change and
energy security, providing subsidies for advanced manufacturing sectors
such as new energy vehicles and renewable energy products.
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It should be noted that on 22 May 2025, the US House of Representatives
passed the One Big Beautiful Bill Act (OBBBA) with 215 Yeas, 214
Nays, and one Present. If this bill becomes law, the US may cancel
most subsidies and tax exemptions for green industries such as electric
vehicles, solar energy, and wind power.

5.2.3 Prioritising the Purchase of “Made in USA” Goods

As early as 1933, the US implemented the Buy American Act, establishing
the principle of government prioritisation in purchasing domestically
manufactured products. Similar legislation has been enacted frequently.
During the 2008 US presidential election, “Buy American” was one
of Obama’s key campaign slogans. Subsequent Presidents of the US,
including Trump, also issued multiple executive orders related to “Buy
American”.

Under Biden’s administration, the White House’s Made in America
Office (MIAQ) was established under the Office of Management and
Budget (OMB) to more strictly define “Made in USA” products and
review exemption applications for “Buy American” policies. MIAQ also
actively collaborates with government departments to incorporate the
development needs of emerging industries into the consideration of
government procurement. Inthe US$715 billion /nfrastructure Investment
and Jobs Act, it is stipulated that all federally funded infrastructure
projects must prioritise the use of “Made in USA” materials such as
steel, glass, and cables.

5.3 Singapore

Singapore boasts a significant advanced manufacturing sector, including
clusters in semiconductors, precision engineering, and biomedicine. In
2024, manufacturing accounted for 16.3%* of Singapore’s GDP The
thriving development of Singapore’s manufacturing sector is inseparable
from government policy support, including industrial development
visions, tax incentives, and subsidy schemes.

5.3.1 Advancing the Comprehensive Development of “Industry 4.0”
The Singapore government has established the “Singapore Economy
2030 - Manufacturing”, aiming to increase manufacturing value-added
by 50% by 2030. To achieve this goal, the Singapore government
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/“



Chapter 5
Sshs

International Experiences in Promoting Industrial Development

BRI TR EEHVEZHER

provides various incentives through agencies such as the Economic
Development Board (EDB), including tax incentives, R&D grants, and
land planning, to encourage enterprises to expand investments in high-
end manufacturing. Additionally, the government has established an
Advanced Manufacturing Centre to promote the adoption of Industry 4.0
technologies by enterprises, enhancing production efficiency and supply
chain resilience.

Singapore continuously updates multiple Industry Transformation Maps
(ITMs), covering advanced manufacturing and trade-related fields such
as electronics, precision engineering, energy and chemicals, aerospace,
and logistics. These ITMs focus on the following three aspects including
innovation and R&D, sustainable development, and skills talent
development to support the economic development of Singapore.

In terms of innovation and R&D, the Singapore government formulates
the Research, Innovation and Enterprise (RIE) Plan every five years,
allocating substantial funds for technological R&D, thereby supporting
innovative research by local research institutions (such as the Agency
for Science, Technology and Research, A*STAR) and universities. It also
encourages industry-academia-research collaboration to commercialise
scientific research outcomes. To attract high-technology enterprises and
nurture start-ups, Singapore offers startup support funds, venture capital
tax incentives, and the Global Innovation Alliance (GIA) programme,
fostering a vibrant innovation ecosystem.

In terms of sustainable development, Singapore introduced a carbon
tax in 2019 and gradually increased the tax rate to guide enterprises in
controlling emissions and improving energy efficiency. The government
also promotes the circular economy in industrial enterprises, such as
establishing a recycling system for retired electric vehicle batteries to
reduce industrial waste. In February 2021, the “Singapore Green Plan
2030” was officially launched, outlining development goals for the next
decade in areas such as energy transition and green economy. According
to the latest revised climate targets, Singapore plans to reduce carbon
emissions to approximately 60 million tons of CO2 equivalent by
2030 and achieve net-zero emissions by 2050. This goal will have a
profound impact on industrial sectors, requiring the manufacturing
sector to accelerate the adoption of clean energy and carbon reduction
technologies to achieve green transformation.

SHIBIRHSEHRER  BERNES
tHesme) - THRES  DRBEREAR
ESRBESR - I - BUTERIITERE
I - SNSRI T 24,0840 - DURTHAE
EREA et EReL -

%ﬁ?]ﬂﬁ%%a@%ﬁg{@@%ﬁiﬁug HES

CREBIRE - 8ERICT Eﬂ%%ﬂi@%%%
E*”Lﬁif’i%*ﬁ?ﬁﬁﬁ@@% - ZEXBIES
EREIRBIRTE - j?‘%ﬁ%éﬁ%&?ﬁ BEAZ
BE =D ESIFHISHAEERE -

TRIFHES® - FNEBFEOERE
(IR~ AlFTEREE B ERE) - RV
BRAKRSBRE  URFATRHERE (W0
IR ARE) ARBRIFHE - 1
SRESH=-HSERRNARRERIL - B
RelgRZmEENBEDRIAT » KR
REAEEFEST  AIRRBEESEN 2
BIFHR ) 5518 IEEENNRIHSE -

EOBEZEES® © #TI0IR2019ERHIR
RIWELIRSRE - DASIB (IR BE A
RSERNBAME - BUTEHE TE(EFEE
RBIREE - AIRIEREEAEEMND
INTBIREE R » DUBD T2 - 202152
B [ estE/2030]) [EXNBED @ &
EREL . REefESDBERETEDY
BEER - REFWIEINRREE - 0
W ETEIFR2030FE B I BE U D 2 406,000 8
g _—_SLWHES » WAEL050FRIBIRFEH
M- E—BRENTXEREERIFE -
RISESZTEFNRERABERERNBIIKE
iy IBIReEL -



Meanwhile, Singapore supports sustainable industrial development
through green finance. For example, the Monetary Authority of Singapore
has launched the Green Finance Action Plan, developing green bonds
and other investment products to provide financing channels for green
projects. Government support to green industries is also reflected in
initiatives such as the Enterprise Sustainability Programme, which assists
SMEs in adopting energy-saving and emission-reduction technologies
and obtaining green certifications.

To train industrial talent, Singapore’s Ministry of Manpower (MOM)
launched the Career Conversion Programmes, offering training in skills
such as renewable energy and carbon management for in-service staff.
Additionally, the Singapore government collaborates with enterprises
and higher education institutions to launch training programmes
such as SkillsFuture to cultivate high-skilled workforce for advanced
manufacturing through course subsidies and vocational skills framework.
For instance, Siemens partnered with Singapore Polytechnic to establish
the SP-Siemens Digital Experience Centre to cultivate digital technical
professionals.

5.3.2 Tax Incentives

Tax deductions are a common method used by Singapore to encourage
enterprises to engage in R&D and develop advanced manufacturing. The
2023 Budget announced the Enterprise Innovation Scheme (EIS), which
stipulates that for the tax years 2024-2028, the first SGD 400,000 of
qualifying R&D expenditure each year can enjoy a 400% tax deduction.
Furthermore, considering that some enterprises may not fully benefit
from tax deductions, qualifying enterprises can also opt to convert tax
deductions into cash grants (with an annual maximum of SGD 20,000)%.

To encourage enterprises to engage in headquarters economic activities
and expand advanced manufacturing operations in Singapore, the
government launched the Development and Expansion Incentive (DEI).
Under DEI, qualifying enterprises can enjoy preferential tax rates of 5%
to 15%, provided they meet certain conditions such as hiring additional
staff, incurring business expenses, and making fixed-asset investments®.
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36 Inland Revenue Authority of Singapore (2025). Enterprise Innovation Scheme (FIS). Retrieved from https://www.iras.gov.sg/schemes/disbursement-schemes/enterprise-innovation-

scheme-(eis)

37 EDB Singapore (2025). Pioneer Certificate Incentive (PC) & Development and Expansion Incentive (DEJ). Retrieved from https://www.edb.gov.sg/en/grants/incentives-and-schemes.html.
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To encourage enterprises to optimise the use of industrial land, Singapore
introduced the Land Intensification Allowance (LIA) Scheme. Under the
scheme, qualifying enterprises can receive tax relief for expenditures on
industrial land development and facility upgrades. Enterprises supported
by the LIA Scheme can obtain an initial allowance of 25% of project
costs and an annual allowance of 5% upon project completion, with a
cumulative maximum of 100%%*.

Tax deductions are also a key tool used by the Singapore government
to support local enterprises in expanding into international markets
and attract international trading companies to set up operations in
Singapore. Through the Double Tax Deduction for Internationalisation
(DTDi) Scheme®, Singapore offers dual tax deductions for qualifying
expenditures incurred by Singapore companies in exploring international
markets. The annual expenditure cap for the DTDi Scheme between 2019
and 2030 is SGD 150,000.

The Global Trader Programme (GTP) is another initiative by Singapore
to attract international trading activities. Eligible international trading
companies engaged in qualified trading activities in Singapore can enjoy
preferential tax rates of 5% to 15% for a period of five years*.

5.3.3 Credit Plans, Subsidy Programmes, and Infrastructure
Investment

Between 2010 and 2018, Singapore implemented the Productivity and
Innovation Credit (PIC) Scheme*', offering 400% tax deductions for
qualifying expenditures by enterprises in areas such as R&D, design,
intellectual property, employee training, and automation. Some
enterprises could also opt to receive part of the tax incentives in cash.
By early 2016, over 102,000 enterprises had benefited from the PIC
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39 Inland Revenue Authority of Singapore (2025). Double Tax Deduction for Internationalisation Scheme. Retrieved from https://www.iras.gov.sg/taxes/corporate-income-tax/income-
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Scheme*2. However, the PIC Scheme was discontinued in 2018; some
fraud cases were also found in the Scheme. The Singapore government
concluded that the Scheme had largely achieved its policy objectives by
successfully raising awareness of innovation among SMEs*.

The Singapore government has also provided substantial funding for
R&D and innovation, such as allocating approximately SGD 19 billion
and SGD 25 billion to the Research, Innovation and Enterprise 2020
(RIE2020)* and Research, Innovation and Enterprise 2025 (RIE2025)*
plans, respectively.

In the 2025 Budget, Singapore allocated an additional SGD 3 billion to
the National Productivity Fund to invest in high value-added industries;
SGD 1 billion to enhance research infrastructure in semiconductors and
biomedicine; and SGD 150 million to support enterprises in collaborating
with cloud computing service providers to leverage Al for transformation®.

5.3.4 Providing Subsidies for Wage Increases

From 2013 to March 2022, Singapore implemented the Wage Credit
Scheme (WCS)*, under which the government subsidised wage
increases for eligible Singaporean workers, with contribution rates
ranging from 10% to 40%. The monthly wage cap for eligible workers
was between SGD 4,000 and SGD 5,000.

From 2022 to 2026, Singapore introduced the Progressive Wage Credit
Scheme (PWCS)“ targeting low-income workers. This initiative aims to
provide transitional assistance to employers in response to the mandatory
progressive wage increases for low-income workers. Under the PWCS,
for Singaporean workers earning a monthly wage of SGD 3,000 or less,
the government will subsidise 40% of the wage increase in 2025 and
20% in 2026.
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43 Same as footnote 42.
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47 Minstry of Finance (2022). Wage Credit Scheme (WCS) Factsheet_. Retrieved from https://www.mof.gov.sg/docs/default-source/default-document-library/news-and-publications/press-

releases/2021/annex-wes-mar2022.pdf?sivisn=10423dd9_2

48 Inland Revenue Authority of Singapore (2025). Progressive Wage Credit Scheme (PWCS). Retrieved from https://www.iras.gov.sg/schemes/disbursement-schemes/progressive-wage-
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To ensure the efficiency of the WCS and PWCS schemes, all eligible
employers will automatically receive subsidies without filing an
application. The government calculates the subsidy amount based on
records from the Central Provident Fund (CPF) Board and disburses the
funds to employers via bank transfers.

5.4 Switzerland

Despite high production costs in land and labour resources, Switzerland’s
manufacturing sector contributed approximately 18% to the country’s
GDP in 2023%. The “Swiss Made” brand is renowned worldwide,
primarily in industries such as watches, jewellery, precision machinery,
pharmaceuticals, and metal products, with export markets spanning
across the US, China, the European Union, India, and beyond. Switzerland
supports its industrial development with world-class innovation and
brand reputation, while the role of the Swiss government is primarily to
create a favourable business environment for enterprises.

5.4.1 Protecting the Brand Premium of “Swiss Made” through
Intellectual Property and Strict Rules of Origin

Switzerland is committed to maintaining the high-quality image of
“Swiss Made” to achieve brand premium in international markets. The
“Swiss Premium” is particularly evident in fields such as watches,
medical devices, and precision machinery. For instance, high-end
watches bearing the “Swiss Made” label can command up to a 50%
brand premium®. According to 2024 data, Switzerland’s watch industry
achieved export revenues of CHF 26 billion®'.

Since 2017, the Swiss government has mandated that products or
services labelled as originating from Switzerland must meet strict
standards, while also intensifying enforcement against misleading labels
to safeguard the reputation of the “Swiss Made” brand®. According to
relevant regulations, industrial products labelled as Swiss-made must
incur at least 60% of their production costs (including R&D costs)
within Switzerland. For watches, the Swiss government has additional
requirements that the technical development of the movement must take
place in Switzerland®.
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49 Federal Statistical Office (2025). Industries production account (aggregated by sections). Retrieved from https://www.bfs.admin.ch/bfs/en/home/statistics/national-economy/national-

accounts/production.assetdetail.32257533.html

50 The Fashion Law (2023). “Swiss Made” Label Can Lead to 50% Rise in Luxury Goods Value. Retrieved from https://www.thefashionlaw.com/the-swiss-made-label-can-lead-to-a-50-

percent-increase-in-value-for-luxury-goods/

51 Federation of the Swiss Watch Industry (2025). Swiss waich exports in 2024. Retrieved from https.//www.fhs.swiss/pdf/communique_240112_a.pdf

52 The Federal Council (2025a). “Swissness”: Regulated symbols and labels. Retrieved from https://www.kmu.admin.ch/kmu/en/home/concrete-know-how/sme-management/labeling/
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53 The Swiss Federal Institute of Intellectual Property (2017). Revision of the Ordinance on the Use of “Swiss” for Watches. Retrieved from https://www.ige.ch/en/law-and-policy/national-
ip-law/indications-of-source/swiss-indications-of-source/industry-ordinances/revision-of-the-ordinance-on-the-use-of-swiss-for-watches



Switzerland has also enhanced its legal protection for patents,
trademarks, and industrial designs, providing efficient intellectual
property (IP) examination and international registration services. Since
July 2019, the Swiss government has reduced domestic patent annual
fees, allowing patent owners to save CHF 1,440 over the 20-year patent
period*. As one of the countries with the most robust IP systems,
Switzerland has been ranked the world’s most innovative region by
the World Intellectual Property Organization’s Global Innovation Index
since 2011, Additionally, Switzerland leads the world in the number of
international patent applications per million population under the Patent
Cooperation Treaty system®.

5.4.2 Encouraging Private Sector R&D with Tax Incentives

R&D investment is crucial for high-quality industrial development.
Switzerland annually spends over CHF 25 billion on R&D, accounting
for about 3.4% of its GDP with approximately two-thirds coming from the
private sector and one-third from the public sector®’.

Since 2020, Switzerland has implemented tax reform (The Federal Act
on Tax Reform and AHV Financing), allowing cantons to voluntarily adopt
Patent Box and R&D Super Deduction policies to stimulate innovation®.
The former offers up to a 90% tax reduction on eligible patent-related
income, while the latter provides an additional 50% deduction for eligible
R&D expenses. These measures have strengthened Switzerland’s appeal
to the private R&D sector, attracting major industrial companies, such
as Novartis, Roche, Richemont, Rolex, Logitech, and ABB, actively
operating in Switzerland.
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55 WIPO (2024). Global Innovation Index 2024. Retrieved from https://www.wipo.int/web-publications/global-innovation-index-2024/assets/67729/2000%20Global %20Innovation %20

Index%202024 WEB3lite.pdf
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5.4.3 Supporting a World-Class Innovation Ecosystem with Public
Investment

From 2025 to 2028, Switzerland plans to invest CHF 29.2 billion
in education, research, and innovation®. This funding will support
the ETH domains®, cantonal universities and universities of applied
sciences, the Swiss National Science Foundation and Swiss Science
Academy, vocational and professional education and training, and
the Swiss innovation agency Innosuisse. These investments are
vital for Switzerland’s advanced industrial talent pool and innovative
entrepreneurship ecosystem.

Switzerland’s public sector plays a key role in promoting industry-
academia-research collaboration. For example, Swiss startup Global ID
participated in a three-year innovation project by Innosuisse and the Ecole
Polytechnique Fédérale de Lausanne (EPFL), securing crucial funds for
early-stage technology development. This led to the successful creation
of VenoScanner, a breakthrough in biometric recognition technology, and
the establishment of a production line in Switzerland®'.

In 2024, Innosuisse received CHF 340 million in funding. Approximately
CHF 140 million were allocated to Innovation Cheque and similar projects;
CHF 60 million to Swiss Acceleration Projects; and CHF 50 million to
Start-up Innovation Projects. As of 2024, Innosuisse is conducting
1,026 innovation projects and supporting over 640 startups and 5,708
participants through Internationalization Camps and Entrepreneurship
Training programmes®.
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59 The Federal Council (2025b). Federal education, research and innovation policy 2025-2028. Retrieved from https://www.sbfi.admin.ch/sbfi/en/homey/eri-policy/2025-2028.htmll

60 The ETH domains include the ETH Zurich; EPFL; the Paul Scherer Institute of Switzerland; the Swiss Federal Institute for Forests, Snow and Landscape Research; the Swiss Federal
Laboratories for Materials Science and Technology; and the Swiss Federal Institute for Aquatic Sciences and Technology.

60 ETHRBIEEHBEMDRT SR  BRMDBT SR  MITRBAMWAR  MIEDRN - SNREWRA - RIETTRRNBEEMERE - URHLTEK

ENSTRMBATAT -

61 Innosuisse (2023). A world first rolls off the production line. Retrieved from https://www.innosuisse.admin.ch/en/a-world-first-rolls-off-the-production-line

62 Innosuisse (2024). Discover 2024. Retrieved from https://2024.discover-innosuisse.ch/en/facts-and-figures




Notably, the Bridge Project, a joint initiative by Innosuisse and the
Swiss National Science Foundation, provides funding to researchers for
promoting technology commercialisation. It offers young researchers up
to CHF 130,000 annually and senior researchers up to CHF 850,000
over four years®. Between 2017 and 2020, Bridge funded 121 projects
led by young Swiss researchers, leading to the creation of 88 startups
by 2022%. From 2021 to 2024, Bridge provided over CHF 100 million in
funding to Swiss researchers®.

Compared to Switzerland’s overall investment in education, research,
and innovation, Innosuisse’s funding share is relatively small. Yet, it
plays a significant role in technology commercialisation. Innosuisse
supports researchers, SMEs, and startups, helping them through the
critical phases of “from 0 to 1” and even “from 1 to N”, laying a solid
foundation for their future growth.

5.4.4 ETH Domains Cultivate Top Scientific Talent and Dual
Education System Cultivate Technical Experts

The ETH domains, heavily supported by the Swiss government, include
world-class institutions such as ETH Zurich, EPFL, the Paul Scherrer
Institute, and the Swiss Federal Laboratories for Materials Science
and Technology. These institutions produce cutting-edge research and
cultivate top scientific talent, driving Switzerland’s high-technology
industry.

63 Bridge (2025a). Funding. Retrieved from https://www.bridge.ch/en/4MocKXXYnaOhCTQK/page/funding
64 Innosuisse (2022). Discover 2022. Retrieved from https://2022.discover-innosuisse.ch/en/impact

65 Bridge (2025b). About BRIDGE. Retrieved from https://www.bridge.ch/en/7CWg1zgSIOitqf7o/page/about-bridge
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In addition to fostering top scientific talent, Switzerland emphasises
technical professionals training. After compulsory education, about two-
thirds of Swiss students opt for dual vocational education, combining
enterprise-based training with vocational school study. This system
equips students with job skills and addresses industry’s technical worker
shortage. After vocational high school, students can enter universities of
applied sciences to advance their technical skills and become experts®.

Switzerland’s education system enables students to excel in their
respective fields, building a talent pool that combines top scientific
and technical vocational expertise, supporting the country’s advanced
industries.

5.4.5 Promoting Free Trade Agreements and Eliminating Industrial
Import Tariffs

Since 1 January 2024, Switzerland has eliminated industrial import tariffs,
which is crucial on protecting the competitiveness of local industrial
enterprises. Since then, it has reduced raw material costs for Swiss
manufacturers. This move has significantly benefited industries reliant
on imported components, such as machinery, precision instruments,
and medical equipment. Moreover, eliminating the industrial import
tariffs also simplify the custom procedures, boosting efficiency.

Switzerland actively promotes free trade agreements (FTAS) to support
industrial exports. As a member of the European Free Trade Association
(EFTA), Switzerland has an FTA with the EU, allowing most Swiss
industrial products to enter the EU market duty-free. Through EFTA,
Switzerland has also signed FTAs with many other countries, creating
vast opportunities for Swiss industrial enterprises to expand into
overseas markets.
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Industry and related producer services make significant contributions to
Hong Kong’s GDP with new industries serving as a new driving force for the
city’s economic development. To foster the growth of Hong Kong industry
and accelerate the rapid expansion of new industries, it is necessary
for the HKSAR Government to formulate a comprehensive development
strategy and adopt a multi-pronged approach to support the industries.

6.1 Developing High-end Manufacturing

Since the 1980s, Hong Kong has gradually relocated its local
manufacturing activities to Mainland China and Southeast Asia, while
continuing to function as corporate headquarters engaged in higher value-
added producer services. However, against the backdrop of the restructure
of the global industrial chain and technological innovation in recent years,
other cities in Asia are no longer content with lower value-added and labour-
intensive manufacturing processes. Instead, they have made significant
progress in developing high-end manufacturing and producer services.

In contrast, Hong Kong’s producer services are facing challenges.
Producer services—including R&D, industrial design, supply chain
management, technical testing, logistics, warehousing, import and
export trade, and related professional services—are inherently tied
to the manufacturing process. As local manufacturing hollows out,
the foundation of producer services has gradually been eroded.

In this context, developing high-end manufacturing is not only a crucial
step to revitalise Hong Kong industry butalso an inevitable move to sustain
its producer services. High-end manufacturing——particularly in strategic
industries such as advanced materials and electronics, big health industry,
food technology and processing, aligns well with Hong Kong’s existing
I&T foundation, international reputation, and highly educated workforce.
Additionally, green technology holds significant potential; Hong Kong
should include it as a strategic industry, encouraging local enterprises
to develop green technology (including waste recycling technologies),
sustainable building materials, and low-carbon manufacturing solutions.

In recent years, smart manufacturing technologies have been widely
adoptedacross various production scenarios, presenting akey opportunity
for Hong Kong to develop high-end manufacturing. Smart manufacturing
integrating cutting-edge technologies such as big data, Al, the Internet of
Things (loT), and robotics, effectively reduces the traditional reliance on
large-scale labour and space, making it highly suitable for Hong Kong,
where land and labour costs are high. Through policy guidance and
infrastructure development, Hong Kong has the potential to establish a
new industrial landscape characterised by “small in scale but high in
quality”.
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Promoting the development of high-end manufacturing does not mean
reversing back to the labour-intensive industrial pattern in the past.
Instead, it centres on I&T to reconstruct the value and positioning of
“Made by Hong Kong”. This approach is not only crucial for driving
I&T development but also a strategic necessity to sustain Hong Kong’s
producer services and enhance its economic competitiveness. The
HKSAR Government must play a proactive role as a planner and a facilitator
in formulating a development roadmap for high-end manufacturing and
leading cross-sector collaboration to build Hong Kong’s next-generation
modern industrial system.

6.2 Building a Talent Pool for Industry and Related Producer
Services - Cultivating an Innovation-Driven Industrial Culture
To foster a robust industrial and productive services landscape in Hong
Kong, it is essential to construct an innovation-driven industrial culture,
attract and cultivate talent with skills, creativity and adaptiveness.
HKSAR Government must adopt a comprehensive strategy for industrial
talent development, employing a multifaceted approach to nurture local
research and technical experts while also flexibly attracting foreign
talent. This strategy will not only create a dynamic talent pool but also
provide a solid foundation for Hong Kong’s future industrial upgrading
and transformation.

6.2.1 Launching an Industrial Talent Development Strategy with

KPIs for Policy Evaluation

According to the Report on 2023 Manpower Projection released by

the Labour and Welfare Bureau on 14 November 2024, Hong Kong is

projected to face the following talent supply-demand gaps by 2028:

e International Innovation and Technology Centre: 18,000 to 23,000
shortages

* International Trade Centre: 11,000 to 16,000 shortages

* International Transportation Centre: 10,000 to 15,000 shortages

* Regional Intellectual Property Trading Centre: 1,000 to 4,000 shortages

» Manufacturing: 9,000 to 14,000 shortages

To address these labour shortages, the HKSAR Government should
adopt a forward-looking approach to comprehensively plan Hong Kong’s
industrial talent development strategy. This strategy should incorporate
specific KPIs to conduct annual policy evaluation, ensuring that resource
allocation aligns with industry needs and delivers measurable outcomes.
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6.2.2 Strengthening Hong Kong’s Basic Research Capabilities and
Enhancing “Government-Industry-Academia-Research-Investment”
Collaboration to Boost Technology Commercialisation

Hong Kong boasts world-class universities and research institutions in
Asia, yet many research outcomes fail to achieve commercial application
due to inadequate technology transfer channels and weak industry-
academia linkages. The HKSAR Government should reinforce the basic
research strengths of local universities and increase financial support for
their R&D activities, thereby enhancing technology commercialisation
capabilities to drive industrial development. Simultaneously, the HKSAR
Government must continuously optimise the “Government-Industry-
Academia-Research-Investment” collaboration mechanism to facilitate
in-depth participation from all sectors in nurturing local research talent
and incubating technology startups.

On the one hand, the HKSAR Government should enhance support for
leading enterprises to establish joint R&D centres and talent training
programmes with local universities. On the other hand, it should further
promote the “Research-Academic and Industry Sectors One-plus
(RAISe+) Scheme”. Additionally, the Innovation and Technology Fund
should be leveraged to attract more institutional investment in university-
affiliated technology startups.

Furthermore, the Hong Kong Park of Hetao Shenzhen-Hong Kong Science
and Technology Innovation Co-operation Zone will serve as a critical base
for Hong Kong’s future new industrialisation. The HKSAR Government
should expedite the improvement of supporting infrastructure, including,
talent housing and transportation facilities, to create a friendly living
environment that attracts innovative talent.

6.2.3 Enhancing VPET to Cultivate Technical Professionals for New
Industries

According to the Education Bureau’s 2024 Secondary 6 Students’
Pathway Survey, only 16.6% of the 41,385 Secondary 6 graduates
chose to pursue full-time vocational or applied education programmes.
Meanwhile, Hong Kong is facing a significant shortage of talent for
new industries, reflecting a certain degree of mismatch between local
education and industrial development needs. To address this, the
HKSAR Government is required to strengthen vocational and professional
education and training (VPET) to nurture more technical professionals
required by the society.
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At primary and secondary education, the HKSAR Government should
enhance funding for schools to procure STEAM (Science, Technology,
Engineering, Arts and Mathematics) teaching tools and organise
workshops on smart manufacturing, among other initiatives, to promote
STEAM and applied learning (ApL). Furthermore, schools could
incorporate elements such as smart manufacturing, green technology
and robotics into their curricula to increase students’ interest in new
industries, thereby encouraging them to pursue VPET programmes after
graduation.

As the core institution for local VPET, Universities of Applied Sciences
(UASs) should offer more programmes aligned with the needs of
new industries, such as smart manufacturing, industrial design and
testing. This will help complete the VPET ladder to provide the most
suitable study options for students aspiring to join the industrial sector.
Additionally, the HKSAR Government should strengthen support for more
applied research projects and encourage UASS to collaborate with more
enterprises in optimising curricula for cultivating technical professionals,
thereby reducing the “skills gap” after graduation.

Regarding admissions, UASs’ relevant bachelor’s degree programmes
could consider special admission arrangements for students who have
taken applied learning courses, while allowing more credit transfers
and subject exemptions for students with relevant higher diplomas to
strengthen the linkage between UASs and higher diploma programmes.
Moreover, the establishment of more industry-oriented postgraduate
diploma programmes could be considered to encourage in-service
training for technical personnel and enhance the professional skills of
working adults.

6.2.4 Talent Attraction to Address Workforce Shortages

In addition to local talent development, Hong Kong should flexibly
address workforce shortages in the short term, particularly as many
industrial enterprises express their difficulties in recruiting mid-level and
frontline technical professionals in Hong Kong, such as quality control
managers, equipment operators, technical specialists, and inspectors.
To enhance the development of new industries, we recommend that the
HKSAR Government regularly review the Technical Professionals List and
continue implementing the Enhanced Supplementary Labour Scheme to
address talent gaps.
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Furthermore, the HKSAR Government should establish a dedicated
matching platform to connect local industrial enterprises with overseas
technical professionals, while considering visa facilitation measures for
new industrial professionals from Mainland China, ASEAN countries,
and other regions. Recognising that high housing costs remain a
major deterrent to attracting industrial talent to Hong Kong, the HKSAR
Government should accelerate the development of industrial parks and
talent apartments, in particular, in the Northern Metropolis to provide
affordable housing options, thereby enhancing industrial professionals’
willingness to work and settle in Hong Kong.

6.3 Providing Development Incentives for New Industrial
Enterprises

New industrial enterprises represent a core driver of future economic
growth. Attracting these enterprises to establish operations in Hong Kong
holds significant strategic value for advancing industrial upgrading and
enhancing the city’s international competitiveness.

6.3.1 Leveraging Advantages as an International Financial Centre
As a globally leading international financial centre, Hong Kong possesses
mature financial infrastructure, free capital flows, and a highly open
market environment, offering unparalleled conditions for new industrial
enterprises to access international investment. Currently, Hong Kong has
become the primary financing hub for Mainland China’s new industrial
enterprises. The Securities and Futures Commission (SFC) and Hong
Kong Exchanges and Clearing Limited (HKEX) officially launched
the Technology Enterprise Channel in May 2025, further facilitating
Specialist Technology Companies and Biotech Companies to apply for
listing in Hong Kong. Capitalising on these financial advantages, Hong
Kong can actively encourage new industrial enterprises to develop R&D
and advanced manufacturing activities in the city.

The HKSAR Government should continue utilising the Hong Kong
Investment Corporation Limited to guide capital allocation, assisting
promising new industrial enterprises with deep roots in Hong Kong to
secure patient capital from various sources. Additionally, the HKSAR
Government should establish a one-stop service platform to provide
comprehensive support for new industrial enterprises financing in
Hong Kong in areas including site selection, R&D, and advanced
manufacturing. Proactive efforts should also be made to facilitate
partnerships between these enterprises and local service providers,
such as through maintaining supplier directories, thereby enhancing
their willingness to develop operations in Hong Kong.
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6.3.2 Optimising Funding Schemes

In terms of the approval process for funding schemes, the approval and
vetting committee should include more industry experts to enhance
professionalism and ensure that approval and vetting results better align
with market needs. Additionally, it is recommended to establish a fast-
track application channel for funding schemes, providing a streamlined
approval process for innovative projects to accommodate the fast-paced
nature of innovative industries.

Regarding the implementation of funding schemes, for smaller-scale
standardised funding projects, it is recommended to allow enterprises
to commence projects even during the application approval and vetting
period to shorten the time between application and execution, enabling
funded businesses to develop their operations sooner. Furthermore,
given the rapidly changing market environment for new industries, the
HKSAR Government may consider implementing a moderate “tolerance
mechanism”, allowing enterprises to make iterative adjustments during
trial and market promotion processes.

Concerning the scope of funding schemes, it is recommended to expand
the coverage of the “New Industrialisation Acceleration Scheme” to
assist enterprises in introducing automated equipment and establishing
digital management systems. The HKSAR Government may also
consider incorporating cybersecurity improvements and the purchase of
automated machinery for R&D purposes into the scope of the Technology
Voucher scheme. Additionally, to address the transformation needs
of local traditional industrial enterprises, an “upgrade and trade-in”
scheme could be introduced to subsidise the replacement of production
equipment.

6.4 Applying Al Technology to Enhance Administrative
Efficiency

With the rapid development of Al technology, governments around
the world are gradually integrating Al into public administration and
services to automate and streamline administrative processes. This not
only improves government’s operational efficiency but also reduces
administrative costs for businesses and citizens. In a highly open and
efficiency-driven city like Hong Kong, the HKSAR Government should
fully leverage Al technology to optimise approval and vetting processes
and enhance regulatory efficiency, creating a more innovation-friendly
business environment for enterprises.

6.3.2 T=&AN5HE!
CEYSENEN B  TBEESEMA
BIERAT - URABREARRT S
REIEMBHR K - WH - MEERELS
BRI RBFRE - StHANBERHR
BHCHBHES - UmERIHTRN=ERE
BEERFIE -

EENSEONNTHE - SHHBNEROR
HCEMHES - BRI EREPRFSIH
BROBERE - UiBRRBRIAER<E
WY REENEXIRFEEXH -3
Ih HUT XN ERERSEE - KRN
WOZRBRIIEED [SHEH ) - p5FE
FraREMSEEBEPETRERE -

RIS ENEEDESE - BREES (¥
BT HRE 8| HEPES - BEHEES)
EEBLRERRUBTCERAR  BE
BRI ZERNEBE22REBSH
M EF R AR MA [RES | HEns
B - 1O ST AER T RS
o REED MERE) 5E - BRER
EEERE -

6.4 [EAA T SRERMRATEBER

BEABRMORRERE - SEBINESRAIR
MAANHKEEBNREP - BERTEAREZED
B#CREBEE( - ENERTT T BUTEER
R WEETEENDROVITHEAA - £#F
BEER—EsERMNAMNEZHOMD
RERBUNEFS DA BAIEAN - BICBHRIEN
RITBEEVER - REXRIEEBARBIHSE
EHEERE -



The HKSAR Government could consider using Al technology to conduct
preliminary screening of corporate application forms to improve efficiency
and expedite approval and vetting procedures. A municipal government
in Mainland China has introduced the “799” service efficiency initiative,
which aims for over 70% pre-filled application forms, over 90% first-
time submission success rate, and over 90% resolution rate for online
manual assistance. The HKSAR Government could draw inspiration
from this approach by setting clear KPIs to provide faster and higher-
quality services for businesses applying for funding. Additionally, the
HKSAR Government could utilise Al technology to accurately identify
eligible enterprises and notify them of suitable funding programmes and
the latest policies, enabling them to apply for grants to improve their
business processes.

6.5 Establishing the Brand -Hong Kong to Support Local
Businesses in Expanding Sales Markets

The Brand » Hong Kong represents more than just products, it embodies a
broader concept. It reflects the exceptional R&D capabilities, innovative
industrial design, superior manufacturing craftsmanship, stringent
quality control, efficient supply chain operations, world-class producer
services and trustworthy business reputation of Hong Kong industry
ecosystem. Together, these elements shape the unique strengths and
core values of Hong Kong'’s industrial sector, forming the foundation of
the competitiveness of Brand « Hong Kong in the global market.

6.5.1 Promoting Brand - Hong Kong

In an increasingly competitive global market, the importance of brand
value is self-evident. The successful promotion of the Brand e Hong Kong
not only create a premium for Brand e Hong Kong products and services
but also help local businesses continue to expand into Mainland China,
in particular, the GBA and into Belt and Road markets while escalating
Hong Kong's international image. To achieve this goal, FHKI recommends
the HKSAR Government to formulate a comprehensive promotion
strategy and provide all-round support in areas such as funding policies,
digital transformation, onling and offline promotion, and international
collaboration. Meanwhile, the industry should actively showcase
successful epitomes, foster a positive perception and strengthening
public recognition and support for Brand ¢ Hong Kong.

FEBENTZEBABAIBME (EXPFHER
IBETRDERE - DURTTHE - NIREBIN
12 - AMBMEIEEIREM [799]) IRFEAAE -
BIERIRIELLRIEBIB70% ~ BMNINERBIEB
90% ~ R EATRBMPMBARRBEIOY - BB
RBERNTSEE X » fIEHEIKP -
REXPHFENDRHEBRERBERS -
REBUNMNO AN BAIZA - EENOEERSE
FEMBSCMNEINSEREHBER - M
FEEMPFENNEEHBMIE

6.5 B3 [mhE-&iE
REBERAHRERE

(iR BB) AKOHNERER  ME—
BEEZVHS - CRRITEBILELEE
SHOHEE « BIFTHIRRET - BEDN
SETE  BSNREERE  sWHER
B BRELNEEMRS X - URES
ERNSXEE - BUTHRAQBEITEB
TEBFEANRVEE - BE [RiET
B BRSO B 0ATE -

6.5.1 #E [RR-THE)
EHBEFOaAR > REREENEEHARS
mia - [RiEeEE] ORIEEREZEE
[(RiFEEB] NERRBRBELRE &
BN BERERBDPEANMHE  LHER
KR UR—F—8H5E - BSB89
Bz Z2BRE—BE  IREZFEH
FOEJITHEE RS - WABBEER « 3@
I RERTHEEMRERSESD@miRE
2R - AF  EREBBRSE DR
&8 RINEN - BE [RFEE] BIIE
BRA - BRAILSE [RiEeE8 ] B AR
HTRE -

/m



Chapter 6
SBINE
Policy Recommendations BUER 125

6.5.2 Providing Support for the Promotion of the Brande-Hong
Kong

To promote BrandHong Kong, the HKSAR Government should provide
multi-faceted support:

First, itis recommended that the HKSAR Government continues to provide
financial support through the Dedicated Fund on Branding, Upgrading,
and Domestic Sales (BUD Fund) and expand E-commerce Easy to cover
the key markets for the Belt and Road, helping businesses build brand
influence in emerging markets. Additionally, the HKSAR Government
should allocate more resources to assist Hong Kong enterprises in
addressing challenges related to taxation, warehousing, and logistics
when entering the Mainland market via digital platforms.

Second, the HKSAR Government should collaborate with major
e-commerce platforms to establish a Brand ¢ Hong Kong zone, supporting
SMEs in livestream sales. Beyond traditional live hosting, given the
maturity of Al virtual avatar technology, the HKSAR Government should
assist SMEs in leveraging Al-generated virtual hosts for livestreaming,
enabling businesses to quickly adapt to the evolving global e-commerce
landscape.

Third, it is advised to strengthen promotional efforts for the Brand e Hong
Kong on social media platforms such as Instagram, X (also known as
Twitter), Facebook, YouTube, TikTok, WeChat, Xiaohongshu (RedNote),
and Kuaishou. The HKSAR Government should enhance collaborations
with KOLs (Key Opinion Leaders) and influencers to boost the brand’s
appeal among younger consumers.

Fourth, the HKSAR Government could push forward with Hong Kong Trade
and Development Council (HKTDC) in establishing Brand*Hong Kong
themed exhibitions and pop-up stores in high-traffic areas—including
Hong Kong, Mainland China, Southeast Asia, Europe, the US, and the
Middle East etc. It is recommended to showcase high-quality Hong Kong
products such as electronics, jewellery, food, and health products.

Fifth, the HKSAR Government, Hong Kong Tourism Board and HKTDC
could set up counters at major events, public organisations, airports,
high-speed rail stations, MTR stations, public transport interchanges
and immigration checkpoints etc to collectively display high-quality
local products. This not only would promote Brand e Hong Kong but also
provide additional sales channels for local businesses.
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Sixth, the HKSAR Government should support collaborations between
Hong Kong enterprises and internationally renowned brands to launch
co-branded products, enhancing the global recognition of Brand ¢ Hong
Kong.

6.5.3 HKSAR Government Takes the Lead in Supporting
Brand < Hong Kong to Foster Public Sense of Belonging

By taking the lead in supporting the Brand*Hong Kong, the HKSAR
Government can set an exemplary role, allowing citizens and businesses
to feel the Government’s emphasis and support for local industries,
thereby strengthening public identification and sense of belonging
toward Brand ¢ Hong Kong.

Under the Build America Buy America Act, the US mandates that
government-funded infrastructure projects prioritise the procurement
of domestically produced steel, building materials, and manufactured
products, unless a waiver is granted. Drawing lessons from the US
experience, the HKSAR Government should also consider incorporating
a “BrandeHong Kong First” principle in procurement, giving full
consideration to the comparative advantages of BrandeHong Kong in
quality, reputation, technical support, delivery time, and local consumer
preference. For public procurement projects involving exceptional
circumstances such as public safety, the HKSAR Government may even
consider direct purchasing to prioritise acquiring qualified Brand ¢ Hong
Kong products.

For Hong Kong local suppliers with strong track records in public
sector procurement, the HKSAR Government could recognise them
on relevant departmental websites, encouraging other enterprises and
institutions to procure their products and services. To further strengthen
public identification with BrandeHong Kong, the HKSAR Government
could also organise an annual “BrandHong Kong Week”, showcasing
innovative and high-quality Hong Kong products to the public through
diverse exhibition formats.

6.6 Promoting Regional Industrial Integration

Promoting regional industrial integration is essential for advancing
Hong Kong industry and related producer services sectors. On the
one hand, leveraging the comparative advantages of Mainland China
in manufacturing allows Hong Kong to focus on high valug-added
segments at the upstream and downstream ends of the supply chain. On
the other hand, with strong demand from Mainland China enterprises to
expand overseas, Hong Kong’s producer services sector can generate
significant economic value as a “super-connector” and a “super value-
adder”.
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6.6.1 Supporting Hong Kong-invested Industrial Enterprises in
Going Global

ASEAN and Belt and Road countries, with their rapidly growing economic
potential, have become key target markets for Hong Kong enterprises
expanding overseas. Amid regional economic integration and supply
chain restructuring, HKIEs face unprecedented opportunities in these
emerging markets but shall also navigate challenges related to legal,
cultural, operational, and financial barriers.

To address this, the HKSAR Government should further strengthen the
role of its Economic and Trade Offices (ETOs) by proactively building
closer ties with local chambers of commerce, industry associations,
and professional service providers. This would enable comprehensive
support for Hong Kong enterprises intended to go global, including
policy advisory and regulatory guidance, market intelligence and data
analysis, business matching, and networking opportunities to help them
quickly integrate into local business ecosystems. ETO could even assist
Hong Kong enterprises in identifying suitable factory locations and
overcoming administrative hurdles such as investment approvals and tax
registration, accelerating their market entry.

Additionally, the HKSAR Government should continue supporting the
Hong Kong Export Credit Insurance Corporation (HKECIC) by offering
more premium discounts and longer coverage periods to mitigate risks
for exporters entering emerging markets. Collaboration with financial
institutions to introduce specialised loans and financing guarantees
tailored for overseas expansion would also alleviate funding pressures
on SMEs.

6.6.2 Contributing to National Industrial Development Through
Hong Kong’s Producer Services

The HKSAR Government should actively develop Hong Kong into a
multinational supply chain management centre, creating an integrated
service platform for enterprises going global. This platform would
consolidate financial, insurance, policy advisory, legal, accounting,
branding, intellectual property, and logistics services, bringing together
local and international producer service providers to offer world-class,
one-stop solutions for Hong Kong and Mainland enterprises expanding
0OVerseas.

Furthermore, building on the Second Agreement Concerning Amendment
to the Mainland and Hong Kong Closer Economic Partnership Arrangement
(CEPA) Agreement on Trade in Services (Amendment Agreement 1), the
HKSAR Government should continue promoting mutual recognition of
standards with Mainland China, particularly the GBA, further dismantling
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administrative barriers. This includes expanding the scope of service
sectors covered and reducing remaining restrictive measures (negative
list items), creating a more favourable environment for Hong Kong’s
producer services to enter the Mainland market.

The HKSAR Government should also enhance collaboration with
Mainland authorities to streamline approval processes for Hong Kong
enterprises entering into the Mainland China market, implementing
more “instant approval” or “one-stop” service models. This would allow
businesses to complete multiple procedures in a single step, other than
paying repeated visits to different departments.

Recently, the first three buildings of the Hong Kong Park of Hetao
Shenzhen-Hong Kong Science and Technology Innovation Co-operation
Zone were completed, with the first batch of companies in life and health
technology, Al, data science and other pillar industries set to move in.
Riding on this, the industry expects the HKSAR Government to accelerate
further development of the Hong Kong Park, including laboratories,
advanced manufacturing facilities, industry-academia-research bases,
and talent apartments. This will pool innovation resources such as data,
technology, talent, capital, and professional services, providing a robust
platform for Hong Kong’s producer services to collaborate with Shenzhen
in supporting national industrial development.

6.7 Improving Statistical Methods to Reflect the Up-to-date
Developments in Hong Kong’s Industry

The industry understands that the statistical methods of the HKSAR
Government align with international standards; however, there is
currently lack of a definition of industry. We recommend that the HKSAR
Government continue to refine its statistical methodologies to ensure
official data could be more accurately reflects the economic contributions
of the industrial sector (see Chapter 2). A clearer delineation of Hong
Kong’s industrial composition would also help the HKSAR Government
formulate targeted industrial policies—such as adjusting industrial
building development strategies and focusing on strategic industries.

Additionally, the HKSAR Government should establish a publicly accessible
industrial database and publish thematic reports to comprehensively
present data in key industries. This should cover Government-prioritised
industries such as biomedicine, Al, and new energy, as well as import
and export firms engaged in sub-contract processing arrangements. The
database should include metrics such as the number of companies in each
subsector, employment figures, compensation of employees, sales revenue,
operating expenses and industry value added, in order to monitor the latest
developments of Hong Kong industry and provide scientific basis for policy
formulation and performance evaluation.
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Appendix 1
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Summary of Focus Group Discussions £i25/\VEEVERADSEIR » > » >

In March and April 2025, FHKI and the research team held four focus
group discussions to gather industry opinions to reflect the business
environment and development needs of HKIES.

Traditional Industries

This focus group discussed the impacts of international trade
relations, supply chains and sales markets, relocation of R&D and
design, upgrading and transformation, and policy support. Enterprises
indicated that the current location of supply chains and sales markets
for traditional industrial enterprises in Hong Kong results from market
competition. Where to undergo raw material procurement, R&D, design,
pilot testing, and production mainly depends on two factors: (1) cost
-benefit analysis; (2) the adequacy of production factors such as human
resources, land, and infrastructure. To develop Hong Kong Industries,
the HKSAR Government needs a policy mindset that supports strategic
industries. The focus group discussions concluded as follows:

Impact of US Tariffs, Supply Chains, and Sales Markets

The trade war disrupts global supply chains, affecting production and
sales costs for manufacturing enterprises and market demand for
consumer discretionary. In this context, supply chain management of
industrial enterprises becomes crucial, especially regarding forecasting
on market demand and flexibility on supply. When market demand is
sluggish, enterprises need to control production costs, capacity, and
inventory; when demand recovers, they must be ready to scale production.

Amidst the deteriorating global business environment, Hong Kong
industrial enterprises face severe challenges and urgently need to
enhance capabilities in supply chain management, market expansion,
and financing, with the HKSAR Government playing an active role.

1. Some enterprises with US export businesses are experiencing cash
flow issues:

» Some US importers are raising prices and even halting orders

e The trade war has led to decreased demand and excess capacity,
forcing the industry to reduce prices, challenging profitability and
cash flow

* Expanding export markets globally may already be a necessity
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. Industry is responding to US tariffs with “survival” strategies in short-
term and expanding other markets in long-term:

Negotiating with importers to accept orders and make price
concessions

Seeking HKSAR Government extensions of the “principal moratorium”
policy

Trying to export products to regions with lower tariffs, but it takes
time to expand new markets, especially for Mainland China where the
competition is fierce

Trying to certify products’ place of origin as regions with lower tariffs
Has long been adopting “China +1” strategy by establishing
production bases in ASEAN to reduce influence of tariffs but facing
issues such as human resources and government relations; recent
US plans to impose tariffs on ASEAN have increased caution among
participants

. Other than relocating supply chains from Mainland China to other
regions, there is a greater inclination to explore low-tariff sales markets:
In a climate of trade protectionism, diversifying production bases
remains a necessary measure for larger enterprises to mitigate risks,
it tests their ability to establish supply chains abroad

The mould and die industry find it easier to recruit skilled workers in
Mainland China but faces difficulties in ASEAN

Although labour and land costs in Southeast Asia are lower, past
experiences of establishing factories there have been less than ideal,
often encountering insufficient infrastructure, lack of worker
motivation, poor government relations, and unfamiliar regulations
Deteriorating geopolitical conditions weaken the effectiveness of
the “China +1” strategy. Hong Kong industrial enterprises now face
more risks when investing in Southeast Asia, as the US plans to
impose tariffs on ASEAN and ASEAN region may increase scrutiny of
Chinese enterprises

Transferring labour-intensive production processes to Southeast Asia
is more feasible than moving technology-intensive processes
Considering logistics and import/export costs, customers’ locations
influence factory location

Exploring markets other than the US is a necessary step and currently
being explored by the industry. However, achieving this is not
immediate, especially when the competition in the domestic market
of Mainland China is intense, making it hard to profit

Concerns about dumping of products originally meant for US may
arise for Europe, they may impose Anti-dumping taxes against
products from China in this regard
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R&D and Design Relocation

1. R&D and design processes relocating from Hong Kong to other
regions:

» Some participants indicated that even though their products target the
Hong Kong market, due to low technical requirements, relevant R&D
and design processes have moved to Mainland China and other
regions for cost-effectiveness

* The R&D and design industries in Hong Kong need to focus on
cutting-edge research and high-tech products to maintain its
competitive advantage

Upgrading and Transformation and Policy Support

1. Some participants are using technologies like Al to optimise
production efficiency and reduce operating costs:

* Large enterprises tend to apply New Industrialisation Funding Scheme
(previously named as Re-industrialisation Funding Scheme) to set up
new production line in Hong Kong

e Small and medium-sized enterprises generally do not consider
establishing production lings in Hong Kong, they relied mainly on
BUD Fund

2. Industry-related funding schemes in Hong Kong needs optimisation:

* Vetting and approval processes are too lengthy. Although this is
common in other regions, if Hong Kong can significantly speed up the
processes, it would be advantageous compared to other regions

* Funding schemes in Mainland China are worth learning from their
“tolerance for errors” and “grant before review” models. This would
allow enterprises to obtain necessary funding in a timely manner,
use funding according to latest business changes, and strive focus
on business operations rather than government’s scrutiny, as well as
saving considerable administrative costs

» BUD Fund has been cut due to the HKSAR Government’s financial
deficit, but the latest US tariff policies have placed significant burdens
on the industry, prompting calls for increased support for the fund

* Funding schemes should consider providing “one-stop services”,
assisting enterprises in utilising approved funds for R&D, design and
brand building, as well as providing support during commercialisation
of products

* Expanding funding scope to allow collaboration between funded
enterprises and universities and research institutions outside Hong
Kong
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. Emphasis on brand building and intellectual  property
commercialisation:

Hong Kong products should establish “brand premium” to maintain
competitiveness with high production costs in Hong Kong

. Barriers still exist between Hong Kong and Mainland China,
necessitating  strengthened  government-to-government  and
government-to-enterprises cooperation:

Cooperation Agreement on the Supervision of Safety and Facilitation
of Customs Clearance of Food Products Manufactured in Hong Kong
Exported to the Mainland set an example for establishing convenient
customs arrangements for food exported to Mainland China
Consider to establish pilot areas in Northern Metropolis to explore
deep integration with system in Mainland China, breaking down
barriers to the free flow of human resources, goods, capital, and
services

. Establishing a headquarters economy to develop technology and
intellectual property trade, providing a platform for young talent in
I&T industries
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New Industries
This focus group discussed talent, market, and policy, summarising as
follows:

Talent

1. Interviewed enterprises face a shortage of talent in New Industries:

* High salary costs of local technical professionals in Hong Kong,
which are less competitive compared to that in Mainland China and
Southeast Asia

* New Industries in Hong Kong has just take off, with lower economic
share, leading many local school-trained technical professionals to
choose careers in finance or consulting rather than industrial sectors

* Senior talents nurtured by local SMEs are often poached by larger
companies, which is common; however, there is a lack of even junior
talents in the local market, making it difficult for SMEs to recruit new
blood

 The development of New Industries in Hong Kong is slow compared
to neighbouring regions such as Mainland China, high-end technical
professionals are leaving Hong Kong

2. Responses from the local New Industry sector to the local talent
shortage:

* Recruiting talent from Mainland China to work in Hong Kong,
prioritising skills and cost over language and culture

* Relocating business operations to Shenzhen or other areas to recruit
software engineers and other technical professionals needed for Al
and automation

3. Relevant suggestions:

 Provide visa facilitation, tax reductions, and optimise housing and
transportation infrastructure to attract New Industry talent from
Mainland China and abroad

* (Create platforms for SMEs to match suitable talents, including those
from Mainland China and Southeast Asia

 Enhance publicity about the development potential of New Industries
to guide local students learn relevant skills and choose related
careers

* Increase efforts to assist local industries in achieving automation,
creating more management positions related to New Industries
locally
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Market

1.

Southeast Asia has significant market potential; expanding sales
markets should be a focus:

Southeast Asia emphasises on product cost-effectiveness, but the
broad market allows thin profit margins

HKSAR Government should play an active role in leading the industry
to develop Hong Kong brands and enhance product value

HKSAR Government could also support industry in exporting
products to Southeast Asia through enhancing funding, information,
and government relations, it could also earn foreign exchange for
Hong Kong

Low motivation of Southeast Asian workers poses human resource
challenges for setting up factories there

. Sales market in Mainland China is highly competitive while production

has clear advantages:

The involution of sales market in Mainland China is severe, with many
enterprises engaging in price wars for market share, making it difficult
for Hong Kong industrial enterprises to profit

Original products launched in the Mainland China’s market are easily
copied, with insufficient intellectual property protection

The manufacturing supply chain in Mainland China is well-developed,
with a high-quality labour supply efficiently meeting needs from raw
materials to large-scale production.

. Hong Kong market space is limited, and operational costs are high:

Local market is small and faces competition from top global
companies

Operational cost of businesses in Hong Kong is high, with lower
cost-effectiveness for labour and rent compared to other regions

Policy

1.

Resource allocation of 1&T-related funds is unsatisfactory, with
inadequate support for the industry:

Research, Academic and Industry Sectors One-plus (RAISe+)
Scheme limits each university to submitting a maximum of 15
applications per project application period, which does not prioritise
project quality, potentially preventing some good projects from
receiving funding

|&T-related funds encourage inexperienced university students to
start businesses but do not provide sufficient support for the industry
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2. AIRHERIE B ERE RS B

2. 1&T-related funds are lack flexibility and efficiency in vetting and

approval procedures and oversight, contradicting to industry’s nature:
Efficiency and flexibility are core elements of the I1&T industry. The
emphasis on efficiency is due to the rapid pace of the industry, while
flexibility is necessary because the industry is constantly changing,
requiring continuous adjustments

Innovation and Technology Fund has excessive vetting and approval
procedures and placing too much focus on minute details of
project plans and fund usage. This leads to high administrative costs
for the Government and enterprises, undermining the effectiveness of
Government support for innovation

Some other regions’ innovation funding projects pursue minimal
processes and focused on outcomes rather than procedures

. Policy support for I&T has made progress in “from 0 to 1", but
improvements are needed for “from 1 to N”:

A local medical equipment supplier that received I&T-related funding
indicated that it could not compete against top global companies in
bidding for procurement projects from the Hospital Authority, leaving
them with little room for survival in the local market. Hong Kong public
sector offers little protection for local industries in tendering rules,
while foreign consulates actively help foreign companies navigate
relations with HKSAR Government

Additionally, when this local medical equipment supplier sought
to enter overseas markets, they felt insufficient Government support.
Although they successfully achieved “from 0 to 1” with the help of
I&T-related funding, they felt isolated in the competitive “from
1 to N” process against the synergy of competitors and their
governments
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Hong Kong Manufacturing

This focus group discussed considerations for local factory
gstablishment, local factory operational experiences and difficulties,
and policy recommendations, summarising as follows:

Considerations for Local Factory Establishment
1. Quality assurance making “Made in Hong Kong” brands more
reputable.

2. Local manufacturing serves the local market, reducing import/export
and logistics costs.

3. Meeting the local market’s needs (local consumer preferences,
localised after-sales service, and industry-specific demands like local
sewage processing).

4. Some products/technologies have high intellectual property protection
requirements, giving confidence in Hong Kong (e.g., certain trendy
brands, food product recipes, and high-end technologies).

Local Factory Operational Experiences and Difficulties

1. Small local market makes cost-effectiveness challenging:

« Some enterprises report receiving millions in funding from HKSAR
Government to set up local production lines but state they plan to
maintain existing local production scales to cater to the small local
demand, with plans to shift production to Mainland China

2. The industry lacks development space locally, making it difficult to
attract talents; local talent shortages create operational challenges.

Prospects for Local Manufacturing Development

1. There is still room to develop strategic industries in Hong Kong:

« The lack of competitiveness in Hong Kong’s manufacturing production
costs is undeniable; most production processes moving abroad result
from market competition

* Although Hong Kong's economy is supported by the financial sector,
an overly single economic structure is unhealthy, necessitating the
gstablishment of innovative technology and high value-added
manufacturing industries in Hong Kong

e Despite high manufacturing costs in Hong Kong, there remains
potential to develop strategic industries. Switzerland exemplifies
this; despite lacking advantages in production costs, its extremely
high product craftsmanship and brand premiums contribute about a
quarter of its national GDP
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2. Key industries:

* GivenHong Kong’s strong reputation in food safety, food manufacturing
should be considered a long-term development direction

* High value-added nature of high-tech manufacturing industries like
microelectronics and pharmaceuticals, with relatively low sensitivity
to production costs, presents long-term feasibility in Hong Kong

» However, Hong Kong has fallen behind many neighbouring cities
in developing high-tech manufacturing; attracting relevant high-end
manufacturing enterprises to develop in Hong Kong may require
greater determination and more attractive policy incentives

Policy Recommendations

1. Government funding has not adequately addressed urgent enterprise
needs, failing to alleviate cash flow pressures:

* SMEs often face cash flow issues, especially during the early
stages of investment projects when funding support is most critical.
The “Business pay first, Government disburse later” approach,
which often delays necessary support for enterprises. Interviewed
companies suggest that the Government should consider changing
this approach

e Some enterprises indicated that they need to mortgage assets
for financing to obtain Government funds and should complete
projects within two years. They believe the Government should
assist in alleviating financing difficulties and relax the two-
year project completion requirement to ease cash flow pressures.
Relaxing the project completion period does not pose excessive risk
to the Government since banks have already assessed the repayment
capabilities of enterprises and bear greater risks than the Government

2. BUD Fund has recently reduced the matching ratio from 1:1 to 1
(government):3 (enterprise), placing greater operational pressure on
SMEs amidst tariff wars and economic downturns. Respondents hope
to restore the 1:1 funding ratio.
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. Each enterprise is currently allowed to submit only one BUD Fund
application every three months; further relaxation is recommended.

. NIAS limits funding scope to “smart production facilities” and
related equipment; clearer definitions should be provided to reduce
administrative burden.

. Some suggest that tax incentives related to R&D expenditures should
cover technical training courses to encourage enterprises to train
industrial talent.

. Supporting industrial development requires not only funding
programmes but also comprehensive policy planning:

Enhance assistance for Hong Kong industrialists in finding sales
opportunities and suitable factory locations

To develop manufacturing in Hong Kong, policy planning should attract
labour with talent apartment, tax incentives and market expansion
opportunities. HKSAR Government should also improve living
conditions, compensation, and career prospects for industrial talents,
attracting a workforce that includes mid-level technical professionals
to fill local industrial labour shortages
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Producer Services

This focus group discussed the scope of producer services, its
development directions, Government funding programmes, and related
policy incentives, summarising as follows:

Scope of Producer Services

1.

Industries such as finance, legal services, and accounting assist
industrial enterprises, non-industrial enterprises, and individuals,
making it challenging to accurately delineate what proportion of
business belongs to producer services.

. Different definitions of producer services result in varying scopes and

corresponding economic contributions.

Development Directions for Producer Services
1

. Viewing GBA as a whole:

R&D, design, and testing services are gradually moving to Mainland
cities like Shenzhen, while supply chain management is conducted in
Hong Kong;

In February 2025, The People’s Government of Guangdong Province
issued Measures to strengthen the integrated development of the
manufacturing industry and the productive service industry. Examples
of the policy measures include supporting the opening up of
professional services.

. Collaborate with Southeast Asia and the Middle East to serve Hong

Kong and Mainland China industrial enterprises going abroad:

Hong Kong excels in project management and has close relationships
with enterprise clients in Hong Kong and Mainland China, while
overseas counterparts are more familiar with foreign conditions and
excel at providing localised services

Overseas counterparts have recently been more frequently seeking
cooperation opportunities in Hong Kong, positioning the producer
services in Hong Kong as a potential “super-connector” for Chinese
enterprises going global
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Government Funding Programmes and Related Policy Incentives

1.

Some SMEs are unaware of Government funding programmes or
other incentives; some know about them but resist applying due to
cumbersome application processes:

Public organisations and chambers of commerce play important
roles in assisting SMEs with public funding applications

Business intermediaries reaching out proactively to SMEs can help
promote Government funding programmes and other schemes, but
SMEs incur commission costs for using intermediary services
Utilising Al technology to target potential applicants with
advertisements for funding programmes or other schemes
Simplifying application forms and documentation requirements and
using Al technology to assist applicants in completing the application
process efficiently

. Drawing on international experiences, providing funding and tax

reductions for strategic industries.

BN &St BIRABRIEBEER

1.

B0 PNEREERFETBUTHVE BT E
FEAMBBER 5 80P ERIRANTAE
EBEASt BB BHR - BRBFILIFE
EMINIBERE ¢

NEHE  SSEBHPNEPFRNE
stEEmERERAS
BERPNEBESEBP/NEEERER
ISEBSHEMEMEBRBUIREVERSE - B
NEERPNTRBFERVDAZARN
MAANTEERM - BEELQBENE
AStEIRNEMEBEERBPEERMES

BICRBERISRBFXHNEKX - WEMA
AT B MiF A RR S RIENTMEBHE
TIE

BEIMUIEERR - SHEISRERESIETRRM

EIRRFBRR
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Part 1 Company Background
1. What is your company’s main business area?

B8 EREXER
1. ERTEBZRBNEFRER?

(1 Microelectronics, semiconductor chips O WMEs/ +BRar

[ Al, data science, information technology O ATE#RE - 2R - SRR

L1 New energy U #788R

[ Life and health, biomedicine U FoofesR £ 1eEgs

[ Food, beverages and tobacco L 50 ARRESED

1 Textile products, leather, clothing, and footwear O MR - B8 - MARREEEE

1 Paper products, printing and reproduction of recorded media O #i6e - ElRRERBERERIEEIER
(1 Chemicals, rubber, plastics and non-metallic mineral products U2 g8 BERIFTEEERD
(] Metal products, machinery and equipment 0 =E%60 - MR ERE

[ Electrical, electronic, and optical products U &5 85 H2EG

[ Automobile, aeronautical and advance components O A8 - MZERIEBEEH

(1 Timber and furniture products O M RZXAERD

[J Games and toys O Bl 2860

1 Jewellery and watches U K& - i35k

[ Mould and die 0 &8

(] Environmental industries O BRI

] Building materials & construction ==} NYSEELey

[ Creative industries, design O AlFTREIRTZE - 545

[J ProServices, trading, transport and logistics O THEZIER - B2 - ERsaynss
1 Others O Eith

2. Where is your company’s headquarters located? 2. SNTMRERERR ?
[] Hong Kong 0 &8

[ Mainland China (within the GBA) O PRty (KEEBA)
(] Mainland China (cities outside GBA) O PEIRHty (AEEBIN)
[ Southeast Asia 0l R

1 Others O =

3. BERAM2023FNEIRR (MABTTE) ?
0 DBR10008

[ 10008ZE 50008 T

O sooosZE1EATH

O 1EZE5EMT

O sEZE10BM T

O 10=2Z30BMU T

O 30z

3. What was your company’s revenue in 2023 (in HK dollars)?
L1 Less than 10 million

1 10 million to less than 50 million

1 50 million to less than 100 million

1 100 million to less than 500 million

1 500 million to less than 1 billion

[ 1 billion to less than 3 billion

L1 3 billion or above

4. RBEMSED - ERTR2019FHVEK
RIERUTHLHE ? (TESR—IR)

4. By sales market, where were your company’s revenue sources
in 2019? (can choose more than one option)

(1 HongKong: % (1 Mainland China: % OU&8:___ % 0O9EAM: %
L1 Southeast Asia: % L1 Japan/Korea: % OskE:_ % OB8:_ %

L1 The United States: % [J Europe: % O=@:_ % 0OBM:__ %

0J Middle East: % 0J Central and South America: % Oed: 9% OFE: %
L1 Others: % OHEM: %



5. By sales market, where are your company’s revenue sources
in 2023? (can choose more than one option)

(1 HongKong: % (] Mainland China: %

L1 Southeast Asia: % L1 Japan/Korea: %

[1 The United States: % [ Europe: %

[] Middle East: % (] Central and South America: %
OJ Others: %

6. By company location, where are your company’s revenue
sources in 2023? (can choose more than one option)

[J HongKong: % (] Mainland China: %

(1 Southeast Asia: % L] Japan/Korea: %

(1 The United States: % [ Europe: %

0] Middle East: % 0] Central and South America: %
C1 Others: %

7. In 2023, what percentage of your company’s revenue comes
from the following industries? (can choose more than one option)
0] Manufacturing Sector: % [ Services Sector' .~~~ %
OJ Others: %

8. By company location, what percentage of revenue generated
in Hong Kong in 2023 comes from the following industries? (can
choose more than one option)
L] Manufacturing Sector: %
[1 Others: %

[ Services Sector : %
1 No related revenue

9. By company location, what percentage of revenue generated
in Mainland China in 2023 comes from the following industries?
(can choose more than one option)
(] Manufacturing Sector: %

L1 Others: %

L1 Services Sector: %
L1 No related revenue

10. By company location, what percentage of revenue generated
in Southeast Asia in 2023 comes from the following industries?
(can choose more than one option)
0] Manufacturing Sector: %

OJ Others: %

1 Services Sector : %
L1 No related revenue

11. What is your company’s expected business situation in 2024?
LI Profit L1 Break-even L] Loss

5. ZHEMBED - ELRTR2023FMEUR
KERUTHLHE ? (TRIKR—E)

O&8:__ % UDPERML:__ %
O&ma:_ % OB&:__ %
O=EH: % DOBM:___ %
Oo&E: % OPExE:_ %
OHM: %

6. ENTFEHEID - ERTNR2023FNE
PRI TELEE ? (TRIR—IE)

O&8:___ % UOPBERML:__ %
O&me:_ % UOB&:_ %
O=R:_ % OBM: ___ %
Oo&E: % OPm=E:_ %
OHM: %

7. )R2023%F » EQTMNERRIRR AT HELE
EXx? (TEIR—E)
O 8sEZE: %
OFEM: %

O AR#ssE" - %

8. BNTFEHEID  ERTNR2023FES
BEENBBRRBERUTHEEE ? (T8

ZR—IR)
[ s - % [ A€ - %
01 EAh % IEESE il

0. RATMEMEID - ERTR2023FER
MELNSBRIERUTHEER? (T

ZR—IR)
- % i ESE S %
01 Hft % [ 2E48rEIR

10. RRTAMEHEID - EATR2023FHER
PAEELENERRERUTHEEZE? (T

EIR—IR)
- % [ BRssse - %
0 Hft % [ 2 E48rEIK

1. EATEHI2024F R EBERR ?
O &7/ O &EYE O &8

1 The service industry mentioned in this questionnaire survey includes separately charged business activities, including R&D, design, technical support, testing, marketing, import
and export trade, retail, and professional services. If the revenue portion from manufacturing includes added value from the service industry, that added value will still be attributed to

the manufacturing sector.

1 BRSREMENREXLETBIINRNOHE R KNE  BR - DEEH  EHOHES  T€  SXRBEISFEED - QREFBNLHIPESRKRE

EWENEE - ARLENEEDHREENS -
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12. How many employees does your company hire in Hong Kong?
[ Less than 50 (1 50-99 [J 100 - 499
(1 500 - 999 ] 1000 - 2999 ] 3000 or above

13. How many employees does your company hires in Mainland
China?

] Less than 100
1 1000 - 2999

(1 100 - 499
L] 3000 - 4999

1 500 -999
1 5000 or above

14. How many employees does your company hire overseas?
(1 Less than 100 [ 100 - 499 (1 500 - 999
(11000 - 2999 [J 3000 - 4999 1 5000 or above

15. What is the distribution ratio of your employees in the
following regions? (can choose more than one option)

L1 HongKong: % [J Mainland China: %

L1 Southeast Asia: % L1 Japan/Korea: %

L1 The United States: % [ Europe: %

[ Middle East: % (1 Central and South America: %
UJ Others: %

16. In 2024, what percentage of total revenue do you expect R&D
costs to account for?
1 0%

[J 3% to less than 5%
(1 7% to less than 10%

O More than 0%, less than 3%
1 5% to less than 7%
] 10% or more

17. Where are your company’s R&D activities primarily located?
(can choose more than one option)

] Hong Kong [ Mainland China

[ Southeast Asia [ Japan/Korea

[ The United States ] Europe

L] Middle East 1 Central and South America

1 Others 1 Not applicable

18. What is the proportion of intellectual property in your
company’s current asset portfolio?

1 0% [J More than 0%, less than 2%

(1 2% to less than 5% (1 5% to less than 10%

1 10% or more U1 Difficult to estimate

12. BRIARFBREBEANETIHER?
1 50 ARLR ] 50 - 99A

0 100 - 499 A [ 500 - 999 A
[J 1000 - 2999 A [ 3000 AT =

13. ERTIRBRPEAMBANETHER ?

LI 100 AL
[J 500 - 999 A
[J 3000 - 4999 A

[J 100 - 499 A
J 1000 - 2999 A
HRN=1

14. BERIRERIMIERANETHER ?
L1 100 AR (7 100 - 499 A

[ 500 - 999 A ] 1000 - 2999 A
[J 3000 - 4999 A [ 5000 AT E

15. RIBZ B - ELTRBETND ML
PR (TESKR—IR)

O&s8:__ % UOPEARML: %
O&me: % 0OB&: %
O=E:_ % UOBM:__ %
Ooe: % Ofm=E:_ %
OBEM: %

16. 1R20245F - EATRHARBESBEI
HLBIR 2

0%

O 3%ZE5% AT
O 7%ZE10% T

[0 KBR0% » DIR3%
O 5% 2 7% R
O 10%a 2 =

17. ERANARTBEED A THIL M
B? (TEIR—-IR)

U &8 O &R O RME
U g O =& O B
O e O ez O Hi
O RN&Em

18. EELATEINEEMAESD - ABEEN
bR 2

O 0%

O 2%ZE5% AT
) 10%BA =

0 K5R0% » DIiR2%
(0 5%Z10%L T
O #DHE



19. What do you believe the proportion of intellectual property in
your current asset portfolio should be?

1 0% 1 More than 0%, less than 2%
[1 2% to less than 5% (1 5% to less than 10%

1 10% or more

20. In the past three years, what percentage of your investment
in the following regions accounted for total investment? (can
choose more than one option)
[J Mainland China: %
0J Southeast Asia: %

[J Hong Kong: %
1 Other regions: %

Part 2: Post-Pandemic Business Situation

21. Compared to 2019, what change do you expect in your
company’s total revenue for 2024?

(1 Decrease by 10% or more L1 Decrease by less than 10%

(] Remains unchanged 1 Increase by less than 10%

1 Increase by 10% or more

22. Compared to 2019, what change do you expect in your
company’s total profit for 2024? (If your company had a negative
profit in 2019 and/or expects a negative profit in 2024, please
select “Not applicable”)
(1 Decrease by 10% or more
[J Remains unchanged

(1 Increase by 10% or more

1 Decrease by less than 10%
[J Increase by less than 10%
L1 Not applicable

23. Compared to 2019, what change do you expect in your R&D
investment for 2024?
L] Increase

(1 Remains unchanged (1 Decrease

24. Where does your company primarily source raw materials
and components? (can choose more than one option)

[ Hong Kong (1 Mainland China

[ Southeast Asia [J South Asia (including India)
[ Japan/Korea [ Europe

1 North America I Central and South America
(] Africa [ Other

10. EERTERINEERASESD ERTRR
MG EENIELER ?
0%

O 2%ZE5%LA T
=

O KiR0% * D1iR2%
O 5%Z=10%AF

20. ARIE=F - ERTARUTHENRER
EEMRKREENTIER? (TESKR—
H)

O B - % &S : %
O&Eme: %
OHME: %

SBERD RBEERER

21. 18620195 - EQATEH2024FNEF
BIRE Qo ?

O 53 10%TA =
O F¥

O $#21010%T A 1=

O BD10%L TR
O 8010%L R

22.18L62019%F - EQATEH2024FNEFE
B gsE ? (WELATE2019F R/ HE
H2024FFBREREE H FRE [RERA)
BYEIE)

O B0%TBLE
O /F¥E

O 8I010% L =

O BAD10%LL T
O 38H010% AR
O @A

23.18620195F - ERTEHI2024 F A5
BAB Do ?
1 #=ho O H¥E A
24, BRANREM R REBTHFEEZR U THEL
MEEE? (TUEIK—E)

0 &8 U hER

[ ERFFe 0 ME3 (BFHE)
0 Be 01 8o

O JesEm 0 thrase

0 3F =y
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25. Where do your company’s third-party service providers
primarily come from? (can choose more than one option)

[J Hong Kong [ Mainland China

[ Southeast Asia [J South Asia (including India)
[ Japan/Korea 1 Europe

1 North America [J Central and South America
] Africa 1 Other

26. In response to the post-COVID business environment, which
of the following best reflects your company’s current business
strategy?

[J Reduce business scale
L1 Expand business scale

O] Maintain business scale

27. What do you consider the main challenges your company
currently faces in business operations? (can choose more than
one option)

(1 Supply chain management
L] Expanding overseas markets
[J Corporate social responsibility, ESG

LI Intense market competition L] Rising human resource costs
L1 Rising procurement costs ] Rising borrowing costs

L] Rising compliance costs

[ Excess inventory

28. What companies do you consider as your company’s main
competitors in the market currently? (can choose more than one
option)

1 Hong Kong companies [J Mainland China companies

[J Southeast Asian companies [ Japanese/Korean companies
[J European/American companies [ Others

29. Do you have confidence in the long-term competitiveness
of Hong Kong manufacturing enterprises against industry
competition?
L] Yes

[J Average [J No

25 BERIANE=RBHBEBEERS ?
(TESR—IR)

U &8 U hEm
(== O s (BE0E)
U g 01 &

O ez (al=E S

O 3EM U Ef

26. EEBHBRIEREFREDE - UTH
—RERNFEEATENNIEERE ?

O BB RR
U EREBRER

O HeRTBRR

27. EREBELH - ELTBREFBEHE
LIERE? (TESKR—R)

U #rsigeis

0 FRbsimhs
0 mEHRFRR
O SRBAA L7t
O SRMA L7

O BEES

O M EEE -« £SG
O ANERRA EFH
O B8WA

28. ERTRREBAIEMEGLNERRIHT
27 (TESR—R)

O &Bhx O ARz
[ SRmgcalbs [ Bk
ERESTEES [ Hft

20. BREITHRS ERTHREERERTEE
HNREHRFIHESHEL ?

S| 0 —fg



Part 3: Business Situation in Southeast Asia

30. What are the main reasons your company is expanding its
business in Southeast Asia? (can choose more than one option)
[ Save production costs

[ Local production quality is quite high

LI Local service industry is mature

[ Expand overseas markets

[ Attractive local preferential policies

[ Avoid tariffs

L1 Diversify geopolitical risks

31. What difficulties does your company face when expanding its
business in Southeast Asia? (can choose more than one option)
LI Financing difficulties LI Insufficient legal protections
[ Inadequate infrastructure (1 Low worker motivation

[] Shortage of skilled workers L] Lack of reliable partners

[ Lack of a fair business environment

L] Ineffective communication with government

[ Policy instability

32. What do you expect to be the investment trend of Hong Kong
manufacturing companies in Southeast Asia over the next three
years?

(] Rapid growth

[J Gradual decrease

[] Steady growth
(1 Rapid decrease

[ Stagnation

33. What do you expect to be the investment trend of Hong Kong
manufacturing companies in Mainland China over the next three
years?

[ Rapid growth

(] Gradual decrease

[ Steady growth
L] Rapid decrease

] Stagnation

SB=E7 HERMTHMEERER

0. ERTRIBREEEFNIARERE ?
(TESR—IR)

O BI8EEMKN

O SMNEESESEHEES

[ SH8RBFEENREM

U IBEEINTE

O SRR DEVEBBER

U fREEEIR

O DB E B LR

1. BROREREIEFREEUATHER
§ﬁ ? (TESKR—IR)

O R&EANSE U AREERNE
O ERRmres 0 TABRERIE
O AFEKTIAE U RSOUSENSIEBH
O REeAEHNEBRE
O BETERNES
0 BERIRZIBRENE

2. ARR=F - ELVRPEERIEXRDEE
RERFEGHNREBRIGE ?

Dsess O BSEs
O®sms O RER

O BREH

33.ERR=F  ELVRPEEREXRERE

RPEAMBREBRRE ?

DsEss O BSES
O @emY O RER

0 BEEm
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Part 4: Related to Hong Kong’s New Industrialisation Bk MEBME TSI

34. What is the status of your company’s production linesinHong  34. ERTBERIREERBREERNBRR ?
Kong?

[ Already established, with plans to expand O BRI - B5talER

[1 Already established, with no plans to expand U B - #EstaliERr

[ Relevant plans in place, preparing to establish U 2516358 - ZRFAR

[ No relevant plans, but will consider establishing U kE54EastE - B2ZRR®

L1 Not considering establishing O ~ZBRF

35. When considering upgrading traditional manufacturing in 35. EERREEFARBERARELFTARER
Hong Kong or setting up advanced production lines, which of the ELERE  SQATEHUTEHEER ?
following situations your company faces?

 StronglyAgree | Agree | Neutral | Disagree | Sggg?g’
COEREE 0 ORE . oM FEAR | gerge
Talent shortage in the industry
(TH AR A 1
Factory building design not aligned :
with technological application
needs 5 4 3 2 1
TRABHOES : : s :
FERSHENZERER |
Lack of mature industrial parks 5 4 3 9 1
ReBERMANEXER
Insufficient public financial
support, unattractive preferential :
policies 5 4 3 2 1
REMBEZBNERE - BF
BURIRZ RS0 :

Long approval times and complex :

administrative procedures from the : : : :
government 5 4 3 2 1

BRERBP AR - T g g g g
FEEH

Lack of competitive local third-
party services
KREEB/HRINNE=
V) k]

Lack of a clear industrial :
development plan in Hong Kong, : : : :
uncertain industry prospects 5 4 3 2 1
BERCHEHTEZER : : : :
Bl - TXEAIRTER

Difficulty in coordinating H
development with Mainland China :
businesses
HURDBRMEBROYE |




36. For the development of high value-added industries in Hong . HENVETERESIBNELEMS -
Kong, please evaluate the importance of the following third-party A TIEBE=SRBENESM -
services in Hong Kong.

L ——

: VeryImportant | Important :  Average  : NotImportant : Unin‘::gtant
R&D % % % %
o 5 4 3 2 1
Design
p=t 5 4 3 2 1
Smart manufacturing, technical :
support 5 4 3 2 1
BRERE  KMT=E : :
Pilot testing (small batch ~ : f f f f
experimental production) 5 4 3 2 1

el (JHtEHRMLEE)

Quality control, testing, and :
certification 5 4 3 2 1
BT - RARTBE : : : :

Logistics and warehousing

MR EEE 5 4 3 2 1
Import and export trade,
wholesale 5 4 3 2 1
EHOES - s ; : : =
E-commerce
ExnE 5 4 3 2 1
Finance, insurance
27l - 2R 5 4 3 2 1
Human resources, skills training 5 4 3 » 1
ANER - 55l
Legal, intellectual property
AR - IBER > 4 3 2 1
Environmental engineering and f f i i
related consulting services 5 4 3 2 1
RETREROBEBERRY ; ; ; ;
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37. If Hong Kong successfully joins the RCEP. would your  37. IRJFEMINNARCEP  ERTAREE
company consider participating more actively in Hong Kong's SEEEMNERBSREBHVIME TR ?

new industrialisation?

[ Yes ] No U O geg2

£

38. What functions does your Hong Kong business handle? (can 38. EATETEEEAMEENINERER?

choose more than one option) (TEDR—IE)

(1 R&D O &

L1 Design L %5

1 Smart manufacturing services, technical support [ EaeRUERYs - Rizig
I Pilot testing (small batch experimental production) O it (it SsRIEEE)
[J Mass production O X EEE

(1 Quality control, testing, certification O &e - &l -~ B=

[J Environmental engineering and related consulting services U IRB T2 RAEEBERERS
1 Marketing 0 mhzEsE

[ Import and export trade, wholesale, e-commerce, retail OEPO8S -t - 85 T
1 Professional services (finance, legal, etc.) O 8735 - AEESEZER

[J Administrative management O e

I Other: O Hib

[ No business in Hong Kong U &&8REEH

39. What functions does your business operation outside Hong 0. ERTABTEUNEBFEENDEREZE

Kong handle? (can choose more than one option) Z? (TEIR—IR)

(1 R&D R

LI Design 0l 55

(1 Smart manufacturing services, technical support 0] EReBUERES ~ BiiziE
I Pilot testing (small batch experimental production) O it (it SRIEEE)
[J Mass production O KtEEE

[J Quality control, testing, certification U BT - ®H - #E

[J Environmental engineering and related consulting services U RIB T2 R BERIRS
[ Marketing O mHEEHE

[ Import and export trade, wholesale, e-commerce, retail O EHOES it - &5 - TE
] Professional services (finance, legal, etc.) O 8755 - AEESEZER

[J Administrative management O THeER

I Other: O Hid

] No business in Hong Kong O B BREXEH



40. Regarding the roles of Hong Kong companies, to what extent
do you believe they will be replaced by companies outside Hong

Kong?

40. HRUTHEELTINRACMS - ERIAR
REDKREE LRERIMEATEEUL ?

Already Definitely Probably Probably Not Definitely Not
Replaced Replaced Replaced Replaced Replaced
Bt REE = 2 N REARE
R&D
e 5 4 3 2 1
Design
sost 5 4 3 2 1
Smart manufacturing,
technical support 5 4 3 2 1
BRERE - KMTE
Pilot testing (small batch :
experimental production) 5 4 3 2 1
hEl (Y EHWMEEE)
Quality control, testing, and
certification 5 4 3 2 1
BE - RARBE
Environmental engineering and
related consulting services ~: 5 4 3 2 1
BREIEROBERRY
Marketing :
R 5 4 3 2 1
Import and export trade,
wholesale 5 4 3 2 1
EHO82  #t%
E-commerce
ExaE : 5 4 3 2 1
Professional services (finance,
legal, etc.) 5 4 3 2 1
B1%5 - EEREEER
Administrative management 5 4 3 9 1

THER
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Part 5: Contribution to Hong Kong’s Economy

41, In 2023, what percentage of your company’s total costs
accounted for total revenue? (Total costs include the cost of raw
materials/products used for production and operations, sales
costs, sales and distribution expenses, general and administrative
expenses, and financing costs)
[ Less than 50%

(1 60% to less than 70%

1 80% to less than 90%

(1 95% or above

42. Of the total costs mentioned above, what percentage was
incurred by your company in Hong Kong? (Costs incurred in Hong
Kong include those generated by your company’s business in
Hong Kong, as well as costs for goods and services purchased
from Hong Kong suppliers)
O 0%

1 10% to less than 20%

(1 30% to less than 40%

1 50% to less than 60%

[J 70% or above

1 50% to less than 60%
O 70% to less than 80%
1 90% to less than 95%

[ More than 0%, less than 10%
1 20% to less than 30%
(1 40% to less than 50%
1 60% to less than 70%

43. For the after-tax profits earned by your company in regions
outside Hong Kong, what percentage on average returns to Hong
Kong each year?
[ Less than 10%
[J 30% to less than 50%
1 70% to less than 90%

O 10% to less than 30%
1 50% to less than 70%
J 90% or above

Fhikh HEBEENSEM

41. 1820235 - ERTHBRAEREUEIL
pIR2H? ( [REAF] BEEANRFEER
EXANR/MRRSE - HERS - WERD
HEA - —MRITHER - MRMERK)

[0 DHR50% (] 50%FE60%UT
(0 60%ZE70%UT [ 70%ZE80%UTF
[0 80%ZFE90%UT [ 90%F9I5%UT
(] 95% U=

42. R LB BBEAREDP - WBEIVEHIRE
NAESTBEENREK? ( [ESEEEN
BA] BIEESRADESENERMEENR
X PREQATOTEHETEEEYRR
HHVRA)

O 0%

0 10%ZE20% AT
L 30%Z40%2LF
[ 50%Z60%A T~
[ 70%30A =

O 0% E - 10% A
[ 20%ZE30%2L T
1 40%ZE50%2L K
0 60%ZE70%A T

43. HFRELTAETBUIMIERIRIRZF
o BTV EOREE?

O D1R10% O 10%ZE30% T
O 30%FE50%2L T O 50%ZE70%2L T
O 70%%90%AT [ 90%:HL =



Part 6: Policy Initiatives ENED BEREE

44. To what extent do you agree that the following measures help 44 HEZAEE L SATARUTERSH
promote the development of local industries in Hong Kong? HETEARTTHENRE?

. Slt\rg:leggv . Agree Neutral Disagree S:Srgg?é‘é
s [E; naly:3 P NE 3'5%2;'%]%

Promote industrial education and cultivate industry
talent 5 4 3 2 1
HEBTEHE  BETFEAT : : : :

Improve existing industrial parks and accelerate the H H : :
construction of Northern Metropolis 5 4 3 2 1
TERAIEER - NRERIBPIEER : : : :

Support the renovation of industrial buildings to meet
high-tech production needs

RETERSIE BEERREERE

Increase policy incentives to attract new industrial :
enterprises back to Hong Kong 5 4 3 2 1
MABRES - RSIBEHFUIXEXOR : : : :

Strengthen financial support to promote the upgrading§ H : : :
and transformation of local traditional manufacturing 5 4 3 2 1

TORRIBSS - HBAMBRBSKFHRHL |

Enhance communication with the industry and H : : :
provide convenient one-stop services 5 4 3 2 1
RERNRER - RHEEN—IOARE : : : :

Optimise public administrative processes to improve H H : :
efficiency and transparency 5 4 3 2 1
BCAHTHRE - REBHIRNERE : : : :

Maintain a friendly business environment and : : : :
strengthen local producer services 5 4 3 2 1

HRREBEERE  TAREEMREE
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: S;\r;rlgely . Agree Neutral Disagree . gggg?é‘é
xmmm | AR WM FAR geras

Strengthen support for enterprises to utilise
e-commerce platforms to expand into : : : :
Mainland China and overseas markets i 5 4 3 2 1

BDE@iEﬁE#ﬂﬁﬁ%@;é - BB RN |

Develop an industrial development blueprint : : : :
to showcase vision and determination 5 4 3 2 1

HETXBRER - BRRKFRL

Deepen cooperation among Government,
industry, academia, and research to promote : : : : :
high-quality industrial development 5 4 3 2 1
RE B E- -2 W SF EBDIESE ! : : : :

Strengthen cooperation with the Mainland
China to facilitate the flow of people, Capltal : : : :
goods, and services 5 4 3 2 1
RAMNRSEE - TBAR  BER  8Y : : : :

i BRER

Strengthen cooperation with ASEAN to
improve the business environment for Hong

Kong enterprises going abroad o 4 3 2 1

ERRBRNARSHE EEEEEJJ:%H:W@‘*E%%

Promote and defend Hong Kong’s legitimate rights as

d separate customs terrltory in international forums 5 4 3 2 1
E@%SE‘SEEQE%{’EZE\QE%E@REW

BERER

45. Other policy opinions your company wishes to reflect: 45. ERTHERMRIVEMBERERK
Part 7: Contact Information SBER BHEER
Company Name: NSE
Contact Person: BB -
Phone/Email: &5/ B -
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