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Message from
the President

Remaking Hong Kong

With the establishment of the Innovation and Technology
Bureau by the HKSAR Government at the end of 2015,
the subject of “re-industrialisation” has again generated
much discussion in the community. We heard in the
2016 Policy Address that “re-industrialisation” is a
potential new area of economic growth for Hong Kong.
This is very encouraging since the HKSAR Government
has reaffirmed the strategic value of manufacturing
industries for Hong Kong.

The time is ripe for “re-industrialisation”. On the one
hand, rising operating costs in mainland China have
increased the incentive for industries to relocate back
to Hong Kong. On the other hand, many developed
countries, includingthe US, have been actively rebuilding
their competitive advantages in manufacturing, while
mainland China last year launched the “Made in China
2025” initiative to upgrade its manufacturing industries.
Looking at the global trends, many countries are now
on the verge of the “Fourth Industrial Revolution”. As a
city with a glorious past of industrial development and
innovation, how can Hong Kong afford to stand still?

Having gone through multiple phases of economic
development, Hong Kong's economy has become
seriously unbalanced, and this, among other things, has
given rise to various social problems. Meanwhile, the
three other “Asian Tigers” - Singapore, Taiwan and South
Korea - which were once emerging industrial regions
alongside Hong Kong, have seen diverse and dynamic
phases in their industrial development. In recent years,
the three regions have developed high-tech and new
industries with considerable success, some becoming
global manufacturing leaders. Once playing a leading
role, Hong Kong is now seriously lagging behind. The
decline of Hong Kong’'s manufacturing industry has
arguably been due to the government’s “positive non-
intervention” mentality.

In terms of the domestic environment, Hong Kong is
particularly well-equipped for “re-industrialisation”.
Hong Kong manufacturers, who have undergone
continuing development in mainland China for a
number of years, have acquired substantial skills
and experience in industrial management, upstream

and downstream support mechanisms, client bases,
and market development. Furthermore, the HKSAR
Government has invested considerable resources in
innovation and technology in the past decade and
some areas can already boast a world-class research
base. However, Hong Kong industries have yet to take
off again due to limited investment by manufacturers
in R&D, while the lack of support from local industries
in the past has hindered the commercialisation of
technological research results. This phenomenon is
set to change. Apart from well-developed intellectual
property rights protection, Hong Kong possesses a
strong competitive edge, thanks to the reputation of
the “Hong Kong Brand” and its “Zero Tariff” preference
under CEPA. All these factors are drawing Hong Kong
companies to return, as well as attracting mainland and
overseas manufacturers to invest in Hong Kong and to
foster local start-ups.

Against the changing backdrop of global and regional
industries, Hong Kong is finally at the starting point of
industrial advancement again. However, based on the
experience of our neighbouring Asian Tigers, the key
to success lies in whether the government is prepared
to take a spearheading role. If Hong Kong can seize
this opportunity by bringing together government,
the manufacturing sector, academia and research
expertise, to utilise its unique characteristics and skills,
and to enhance its cooperation with mainland China,
then the city is poised to revive its manufacturing

glory.

L
Dr Eddy S H Li BBS uP
President
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Manufacturing Industry to “Restart”
Comprehensive and Long-term
Planning Called For

| n the 2016 Policy Address, the HKSAR Government proposed the “re-industrialisation”
strategy that aims to instill new momentum into Hong Kong's industries and facilitate industrial
upgrade and transformation, enabling them to move towards high value-added and high-tech
production. It also pinpointed “re-industrialisation” as a potential new area of economic growth
for Hong Kong. We sector strongly welcome these recommendations for “re-industrialisation”, as
we believe it will foster diversified development of different industries. However, the government
must formulate more foresighted and comprehensive industrial policies, and offer all-round
support to improve the city’s business environment for the revival of Hong Kong's manufacturing

sector.




Innovation and technology are crucial to Hong Kong'’s
economic development, as it is the engine of “re-
industrialisation”.  The government plans to inject
close to HK$5 billion into supporting the innovation
and technology industries, and it also stated in the
Policy Address that the city’s innovation capability is
an important indicator of its levels of social and
economic development. The government will earmark
HK$ 2 bilion to the Innovation and Technology
Bureau, with the investment income generated from
the allocation to be used to fund mid-stream applied
research projects undertaken by University Grants
Committee-funded institutions. The government will
also set aside HK$2 billion to set up an Innovation and
Technology Venture Fund to support local innovation
and technology start-ups.

In addition, the government and the Hong Kong
Science and Technology Parks have reviewed the
industrial estate policy. Apart from constructing
multi-storey buildings in the remaining space of the
industrial estates for lease to innovation and technology
industries, the authorities will also recover idle factory
premises. This will promote smart production, and
attract high value-added technology industries as well
as high value-added manufacturing processes.

These initiatives will certainly propel the development
of emerging, high value-added industries. From the
perspective of fostering diversified development
of different industries, the CMA believes that “re-
industrialization” should not be limited to the
development of innovation and technology. The
government should adopt a broader vision and, along
with its efforts to promote emerging industries, work to
revitalise traditional industries and strengthen industries
based outside Hong Kong, particularly those industries
based in the “Pearl River Delta” region. Only with these
concerted efforts can “re-industrialisation” truly take off.

To Encourage Relocation of Industrial Chain
to Hong Kong

Some industry professionals have noted that the
shortage of talent and supply chain in Hong Kong
must be resolved in order to encourage Hong Kong
manufacturers to return and foreign manufacturers to
develop their business in the city. CMA Vice President
cum Political and Economic Affairs Standing Committee

Jimmy Ng says that there is a fully developed industrial
chain in the Pearl River Delta that supports the region’s
industrial development. Manufacturers and suppliers
can be easily found in the region for the industrial
processes and components required for product
manufacturing such as electroplating, polishing and
screws. A comprehensive industrial chain will be a
prime consideration, if Hong Kong is to “re-industrialise”
and attract automation enterprises from overseas and
the mainland to relocate to the city.

Ng refers to jeans manufacturing as an example. If 10%
of 30,000 pairs of manufactured jeans do not pass
quality inspection and re-manufacturing is necessary,
the manufacturer will have to reorder accessories
such as buttons and zips from raw material suppliers.
The same scenario applies to cases where the client
makes a reorder for the product. He finds that it may
not be feasible if a manufacturer’'s products are made
in Hong Kong, while the supply chain for the products
is based in the Pearl River Delta region. On the other
hand, polluting industries such as electroplating are
not permitted in Hong Kong, which presents certain
difficulties and restrictions for drawing Hong Kong
manufacturers to relocate to the city. The government
must provide appropriate incentives and examine
which industries will be best suited to the development
in Hong Kong.

Among traditional industries, Ng suggests that there is
a higher chance of food factories relocating to Hong
Kong. The industrial processes and raw materials
involved are comparatively limited, while reordering from
mainland raw material suppliers and customs clearance
are relatively straight-forward. In addition, Hong Kong
is known for its rigorous food safety standards, which
boosts overseas buyers’ confidence in food products
made in the city. The HKSAR Government can work to
consolidate the niche of this type of traditional industries
through different strategies. For instance, it may
strengthen the publicity of Hong Kong's food industry
in overseas and assist the industry to reposition itself,
such as further promoting the “Made in Hong Kong”
brand by taking reference from the “K-Food” scheme
of the Korean government.

CMA Vice President Edward Tsui remarks that Hong
Kong has a solid foundation of technology research,
though the city did not make significant efforts to
commercialise technology in the past. In this sense,

the “re-industrialisation” strategy proposed in the Policy
Address is a welcome move. However, if Hong Kong
is to “revive” its manufacturing industry, the issue of
supply chain is a prime consideration. He pinpoints
that if Hong Kong is to develop high value-added and
high-tech production, it will be affected by the lack of
supply chain in nearby regions. Therefore, the HKSAR
Government must cooperate closely with the Pearl
River Delta region, and think about how to reformulate
the specialisations and coordination among industries
in Guangzhou and Hong Kong.

To Attract Local and Overseas Talents

Tsui notes that the availability of talented professionals is
another key challenge. As Hong Kong'’s industrial sector
has long moved north to the mainland, the city’s talent
pool consists mainly of management professionals, and
it lacks technical and industrial professionals as well as
junior technicians. The government may step up on
promoting the achievements of Hong Kong'’s industry

and successful case studies among young people,
and set up scholarships to encourage them to study
industry-related disciplines. However, talent cultivation
may take up to a decade or even longer, and the issue
of talent supply remains a critical one.

Attracting talents from outside of Hong Kong may
be one possible solution. Tsui suggests that the
government consider further enhancing the "Quality
Migrant Admission Scheme” to attract professionals in
innovation and technology and creative industries to
work in Hong Kong. The majority of talents who have
relocated to Hong Kong for work through the scheme
so far are professionals in finance and commerce.
He adds that China has strived to promote industrial
upgrade and transformation in recent years, which
has nurtured many talents in technology research. The
government may work to attract these professionals
to develop their careers in Hong Kong through award
schemes, and strengthen the stimulus for technology
research enterprises to quarter in Hong Kong through
preferential land and tax policies.




Small and Medium-sized Enterprises Yet to
Grasp High-tech Production

Hong Kong Trade Development Council Economist
Wenda Ma states that Hong Kong has placed much
greater emphasis on the development of service
sector than that of local industries in recent years. In
fact, the trade industry accounts
for about ¥4 of Hong Kong's GDP,
and it propels the demand for
professional services including
accounting, legal and financial
services. Therefore, export trade
makes significant contribution to
Hong Kong’s economy.

She notes that with the rising
production costs and salaries in
the mainland, and the Chinese
government’s advocating industrial
upgrade and transformation,
Hong Kong manufacturers that
maintain their factories in the
mainland are facing ever greater
challenges. Apart from enhancing
product design and supply chain
management, high-tech production is one of the
directions for increasing competitiveness as it is a
global trend. It includes the use of robots, the Internet of
Things, 3D printing and artificial intelligence. However,
the majority of Hong Kong manufacturers are yetto grasp
the use of high technology in industry or manufacturing.
The government should step up its promotion of high
technology and provide further information for local
industries, which will assist manufacturers to identify
their entry points into high-tech production and the
difficulties they face.

Government to Play a Spearheading Role

In conclusion, the CMA believes that Hong Kong
should formulate more systematic and comprehensive
industrial policies, as well as long-term and indicative
development goals. Apart from the “dual development”
of fostering emerging industries and revitalising
traditional ones, the HKSAR Government should work
to strengthen Hong Kong’s industries both within and
beyond the territory. It should examine how to extend
support to Hong Kong manufacturers’ traditional

manufacturing activities in the “Pearl River Delta” region,
S0 as to better assist them to consolidate their positions
they have developed in the international markets and to
plan for medium to long-term upgrade.

On the other hand, apart from capital, land and
technical support, the government may also consider

launching policies that are favorable for the industry.
The preferential arrangements may span taxation,
development and import, labor support, market
channels (such as preferential procurement by the
government) and information, which will increase
the incentive for enterprises to invest in Hong Kong’s
industry.

As “re-industrialisation” is related to a wide range of
policies including technology, commerce, land, labour,
taxation, finance and environmental protection, the
CMA believes that the government should take stronger
initiative in or even spearhead its implementation. For
instance, it may devise more systematic mechanisms
for identifying industries with strong competitive edge
or potential for development. The government may
also set up a high-level coordination organisation led
by the Financial Secretary, which features participation
from related government departments as well as
representatives from the community. It should set out
to foster and support long-term mechanisms for Hong
Kong’s industrial development, provide directional
guidance and create a supportive policy environment
for the “restart” of Hong Kong'’s industry.
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2016 Hong Kong Brands and Products Expo, Macau

A ERFFE (P) BEEEHE-

SRRAGBRERFERIRS FEEZTIREEME
EHIEA  REFPERAEE  IEEEREN BHLEHTR
KRR MM IR B2 - B AR S FIRPIW
WA BB ERE L ERREETENIER
AL D A IR 5B & (R e 45 5 A b, - DA SRR 3 B B 352
ENEEEREAERTAIDHNBE - BICREHBRR
RGN @ e K BB CEPAT 2R AV ¥R
W RGREBEITOREELELEE
SEPY - GBI -

R TREEATERIORNEN
e BTHrERERN - EF

[RFITEM] - T PABALEmE
i AR/ NEEF - RIGEREFE
BB &R — KRBT E A M
8B BRHREBRETHBEERE
BEEBER BAEREEHIENREE
BEH-

A —RIRFFZ2HEMBEE KR DRFIRE] &%

FEIRGFCRREAN BERMATRENLFAZNE
1w RO1BEEFEAREERBRE] - RERIRSE
PRINES R FE I - Fith AG L EE T EREHEREH
e E-IRHEERMEEGNEL2ELRBEHE

RIZ) - TRELRPIRRBITT IR BUR IR i B B R S A 3 »
FEERAITHEBRNEELEEER BT EIWNERSE
H#ORPIE SR ERERNITZ ERIMEE RPN RBUA
RBAEBRHAREREES RIIFRBENTRBEE
BERZEELZERTIE RFITELRSRESTRMAMS

IS

MORFIE A S SRR TR ERAERESHE -

AegTRASCRERTERFRMTERH SRS
HERERERNREK MEERRM AL E R - K5
SHE KRERIBEEE T RS-

EAREKERERARERFML HEE RBFKR L
MECEER TTHAHRUE —REBER FBKS
E 28 TREESIFNGEKESIIELHE -

d RFIREREeRRMEHRERER
MR R AREEROSRTE



& B R A

MESREREREILZE %’50@ RE
Sl e —— | TRRAS¥ HAIELHARX
B o 5w PRy ﬁs/ttg?%ﬁﬂfnn

FEE EMNFE0EIREE AT

v

& b S B 2 B A B e AHIR R IR T ST D
. = /e - e S B RARLE RO [TREY
ﬁ & (] 50 HAIFIFAKR] EELLE- AEK

R HBIE300RBEIER &8
XM EMRE  SRIBSER IIE%IJ.%&
A2 AT TR

ISRy =+.
A FEERFFELERRELE 2016 EFEAREERERRE E;%JEEJE%%W I B 2 8 R R B R FEFLE RRUBREERBHREBREVIFD

AR EES N HEREFASERLAILBEEEEFR LETRAKSES BEETReEEYARN—X 28R
RIS AR - BE R REREE

AGMANZ25RBBE S E2REAL [HEBFEX B ik = ™ BRRBHESESFNLE UK
REESROE| BEsnEdELsrae ez I g PERAHOTEFEERT-HHY (RAR) - (BEER)  BEEY

BeLEBTEEYEe P ITIHIK A BESKENER BRF—RELTE] -
BoBEMRLEE B h FESE

DRI S 18781 5,0007T + 3,0007T%2,0007T LA K&
g R — (8 M5AB R FET RSB IR RIR S I8

ARIMARBERRE TRAZERNEELERMHTE
BFE BUMATHRSEHEEENET MERFHFER
1H20BE24BRE—1T22 AT EEATR & (ERH
SAMERMMAEE  WHERENFHEN -

1,0007T °
ﬁﬁzEu\Eé FRIRRB T IRENETECHE B LA A FERERREALEIACYHASRERTEY (B) ELAR
EHMmE At AeFRLHEERE Eh—IEE EELENFHEEREeeREFE - BEPAREY
Eﬁfﬁfﬁzﬁﬁﬁégﬁﬂ%t BAGHERER RENS T EEAE ERAETRCEBACEESREAGRE AL ENEEEEBFRE . (KA BT EEHE -
BhERIBRTIEA R E’Jm%ﬁ@li 2] N EERSER mﬁﬁﬁ\% PSRN (B ITRREARE BEETEgRE
IR EMACE SR EERESHSHAESM- ITREE BATERYEeeRIEXAREFAR
gEAIEEE RREELE THAE T EEHRSTST 55.%&{%&75%%2‘#\& It EEROEER ALk - fRIREE o G
ERFHEE  BAKEE UL ER T BMERERA et ERGEGERE REREIEEAHATR A& A TEEMRG [BREBRE| -
SHEETEHMLBEE - —
—.'." ;— L= A
[TRBEXS0 HAFHHX | BYHESRKRZE
S ok @D S T A AL | #818 BRE BRER
rARKRERERAREREGREK ﬁ = = P
ER %%“‘% SR BERME oE el BHER K
HEEE R RE zr%zgé%%@é% FE FHY REAT —
oo - BRE REM ZlEHTIRS
£E® IJE}*balzz LHGE 17 N — T
ZEQTRMEEXENELE @R ET EEE AN EREE
ERE HEE FEHTNTRES
” 3 - : ERR B FRTHIES
A REERSTESCEESUHER TEWER () - A EEERNB17ASST (B RIS EEHETH 518)



— —

A FEHRABHNAAFER2ABRTHARE S RERNM BERNNFR UITELDFERESRELAREN DEEBCBELE -

A FESEN [ (AR) [EBHRE—T=RREINEE] SimiE] 0 A FER2R1BEBRASEERLEERTETIHERE
SAIRBT Akt EaRkaks (P) BHERRBR (B2
HER (L2 REZEEBRERGELR -

A FTEERZHE (R) K2R 18ARFHBETZELERE (AM) X A KETAREZGRIEEMBER FiErm) RE—T7ARKEN2A
BH)—FTIARKE - 25F RN MARBIGRAER (BIPET) TRERGT-

H A &R

RSE=-EEX

FIEKRRZE

[Involtini Italian Cuisine
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Culture Homes (Outlet Stores Wholesale Centre) Ltd
Carrianna Food (Hong Kong) Ltd

Hang Yick Properties Management Ltd
Hong Kong Art Development Co Ltd
Promise Network Printing Ltd

Unlimited Power Production and Training Ltd
Hanshun Sanitary Ware (Hong Kong) Co Ltd
Dong Lai Shun (Causeway Bay)

Luxury Home (Hong Kong) Co Ltd

Tai Hing Worldwide Development Ltd

New Era (International) Duty Free Group Co Ltd
Neway Karaoke Box Ltd

Manley Co Ltd

Is Me (Aisa) Ltd

QConcept Ltd

Elite Knitting Factory Co Ltd

Hong Kong San Kai Technology Co Ltd
Mumei Sanitary Ware (Hong Kong) Co Ltd
Lau Kwok Hong, Certified Public Accountant (Practising)
Awa Asia Ltd

Keystone Financial Consultancy Ltd
Decision Fashion (HK) Ltd

Sam Hing Trading Company

Lanaowei Battery (HK) Ltd

Horizon (Hong Kong) Development Co Ltd
Samko Concept Asia Co Ltd

Chinese Strategic Holdings Ltd

XJT Healthy Life Group Ltd

Hopeful Investment Holdings Ltd

Wonderlife Universal Ltd

Delicron (H.K.) Ltd

Jianzeng Food Trading Ltd

Li Chung Shing Tong (Holdings) Ltd

Foon Tai Trading Co Ltd

| Love Kitchen Ltd

Star & Moon Jewellery (Hong Kong) Co Ltd

| & M International Ltd

Britannia Study Link (Asia) Ltd
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