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Hong Kong is an international and regional services hub

as well as a control centre for production in the region.

Hong Kong has gone through repeated transformation

in the past three decades, and is now a technology

based, higher value-added economy.

Introduction
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Services Sector

The services sector has experienced significant growth in

the past two decades, making Hong Kong one of the most

service-oriented economies in the world.  Between 1980

and 1998, the share of services sector in GDP increased

from 67.5% to 84.7%.  The share of services sector

employment in the workforce of Hong Kong also grew from

42.1% in 1980 to 79% in 1999 (Chart 1).

The growth of service industries owes much to the

expansion of the manufacturing sector.  Firstly, the

relocation of manufacturing facilities to the Mainland and

South East Asian countries has boosted demand for Hong

Kong services such as accounting, finance, transportation,

market ing and insurance, etc.  Secondly, many

manufacturing firms are bringing in more and more service

inputs such as design, packaging, marketing and consumer

credit, to enhance the attractiveness of their products.
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Rise in the living standard of Hong Kong people also

contributed to the growth of the service industries.  Growing

complexity of management functions also generated

demand for specialised service inputs in areas such as

f inance, telecommunicat ions, legal consultancy,

architectural service and information technology.

The opening of the Mainland market to services sectors

and the increase in inflow of investments to the Mainland

also fuelled the rapid expansion of the services sector.

Many local and foreign enterprises with investment in the

Mainland require the support of the service industries in

Hong Kong.

Manufacturing Sector

The manufacturing sector had been the largest contributor

to the gross domestic product (GDP) of Hong Kong until

the early 1980s.  The traditional mode of operation of many

Hong Kong manufacturing firms was to conduct all the

manufacturing processes locally under the same roof.

These firms were categorised as manufacturing enterprises

for statistical purpose.  Even their non-production staff such

as accountants and merchandisers were also counted as

manufacturing employees.

Starting from the 1980s, many manufacturers in Hong Kong

began to shift their land and labour intensive operations to

the Mainland and other low-cost economies in the region.

Hong Kong has since become a management control

centre which oversees the relocated manufacturing

operations and provides all sorts of front-end and back-

end support.

The activities of many firms in Hong Kong no longer involved

any physical or chemical transformation of raw materials

into tangible products.  The economic contribution of these

Hong Kong-based enterprises came to be re-categorised

statistically as contribution by ‘services’.  This partly

explained the statistical drop in manufacturing employment

and the decrease in manufacturing contribution to Hong

Kong’s GDP in the past two decades.

�� !"#$%&'()*+ ,-./0"123

�� !"#$%$&�'()*+,-./012#

�� !" #$%& '()*+,"-./012

�� !"#$%&%'(

�� !"#$%&'()*+,-./012345

�� !"#$!%&'()*+,-./0�123

�� !"#$%&'()*+,-./01234+

�� !"#$%&'(!)

�� 

�� !"#$%&'()*+,-./012345

�� !"#$%&'()*�+,-./01234

�� !"#$%&'()*+,%-./01234

�� !"#$%&'()*+,-./0123(4

�� !"#$%&'�()*+,-./01

�� !"#$%&'()*+,,-./01234

�� !"#$%&'(%)*+,-�./01%2

�� !"#$%&'()*+,-./012345

�� !"#$%&� '()*+,� -�./0

�� !"

�� !"#$%&'()*+,-./012345

�� !"#$%&'�()*+,-./01234

�� !"#$�%& '()*+,-./012

�� !"#$%&'()*+,-!./012,-!

�� !"#$%&'()*+,-./0%12

�� 

¥…'RƒW-2 11/11/00, 12:17 PM4



But the contribution of the manufacturing sector to the

Hong Kong economy is far more important than what the

statistics suggest.  In reality, Hong Kong’s manufacturing

base has extended beyond its territory into the Mainland

China and reached out to other economies in the region.

The relocation of lower skilled and lower value-added

activities to other areas has unleashed more resources for

carrying out higher value-added and knowledge-intensive

activities in Hong Kong.  Local manufacturers have been

making painstaking efforts to improve productivity,

automation, product design and quality of their products.

Many home-grown companies have established a

worldwide reputation in the technology arena, notably in

the fields of semiconductor packaging and testing, design

and manufacturing of multi-layer printed circuit boards,

liquid crystal display units and micro-motors.  Hong Kong

manufacturers also carry highly esteemed household

brandnames for products such as batteries, electronic

educational tools and high frequency digital cordless

telephones.
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Strength of Hong Kong

Hong Kong’s per capita GDP, at HK$180,000 or

US$23,000 in 1999, was amongst the highest in the

region.  Foreign currency assets reserve, at US$96.3 billion

at end-1999, was the 4th highest in the world.

Hong Kong was the world’s 10th ranking exporter of services

and the 10th largest trading economy in 1999 (6th if the

European Union is taken as a single entity).  It is one of the

world’s leading exporters of a wide variety of products

including textiles and clothing, watches and clocks,

jewelleries and toys, etc.
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Chart 1   Contribution to total workforce by the manufacturing and services sectors, 1980, 1989 and 1999
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Hong Kong is an important regional control centre for

business.  As at 1 June 1999, various multinational

corporations have set up a total of 840 regional

headquarters and 1 650 regional offices in Hong Kong.

Total external investment in Hong Kong amounted to

$1,744 billion at end-1998.  Of these, $1,658.7 billion

(95.1%) was invested in non-manufacturing sectors while

$85.3 billion (4.9%) in manufacturing industries.  The largest

overseas investors included Mainland China, the United

Kingdom, the United States and Japan.

Hong Kong industries thrive on a business friendly

environment, a simple and low tax system, Government’s

commitment to free market and free enterprise, proximity

to Mainland China, strong tradition of entrepreneurship in

the community and more recently aspiration for innovation

technology.
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