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Knowledge is a valuable asset. It is a key driver of
economic growth and development. Economies around
the world are progressing on the knowledge track.
Hong Kong, being a dynamic society, is striving to
become a knowledge-based economy (KBE) of the 21%
Century.

Accurate and timely statistics are vital to informed
decision-making. They also play an important role in
support of the Government’s drive to shape Hong Kong
into a full-fledged KBE.

However, the concept of knowledge is generally
complicated and hard to quantify. Measuring the
degree to which an economy is a KBE is even more
difficult. Addressing this challenge, the Census and
Statistics Department compiles this publication regularly
SO as to provide a quantitative overview of Hong Kong
as a KBE.

Organised in an analytical framework, this publication
aims at presenting a suite of statistical indicators which
capture the essence of a KBE. It marks the beginning
of our endeavour to develop KBE indicators to help
portray the development of Hong Kong from different
perspectives of a KBE. In line with the dynamism of
this subject, we will continue our development work in

this regard to facilitate policy formulation and
monitoring.  If there are any enquiries about this
publication,  please  contact the  Department.

Meanwhile, we welcome suggestions for improvement.

FUNG Hing-wang
Commissioner for Census and Statistics
September 2011
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Hong Kong as a Knowledge-based Economy - A
Statistical Perspective is a biennial publication published
by the Census and Statistics Department (C&SD) since
2005. It is designed to provide a handy collation of
up-to-date statistical information for gauging the
development of Hong Kong towards a knowledge-based
economy (KBE).

In this publication, statistical indicators are organised
into four dimensions with each covering a suite of
relevant statistics for measuring the situation of a KBE
from different aspects. These indicators are mainly
presented in the form of statistical charts, with short
commentaries, for highlighting the latest trends and
changes that underpin the development of Hong Kong
towards a KBE.

The principal sources of the statistical information
presented in this publication are official statistics
compiled by C&SD and other government departments.
Statistics produced by other organisations are also
referred to as appropriate.

In making reference to figures presented in various
charts and tables in this publication, readers should pay
attention to the corresponding footnotes where
applicable, which describe changes in the definitions,
coverage, methods of calculation and counting rules as
well as limitations of the relevant data. Any such
changes may render the data series not fully comparable
over the reference period concerned.

Symbols

The following symbols are used throughout this
publication :

@ Figures are subject to revisions later on

* Revised figures

- Not applicable

N.A.  Not yet available

ixX Hong Kong as a Knowledge-based Economy
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Gross Domestic Product (GDP) and Population
Figures

To facilitate comparison with other countries/territories,
some of the statistical indicators are presented as a
relative measure in the form of “as a ratio to GDP”, “per
capita”, “per 100 population” or “per 1 000 population”.
Unless otherwise specified, figures on GDP are based on
the latest GDP estimates released in August 2011, while
population figures refer to the population estimates
released in August 2011. Some previously released
statistics have been revised accordingly and therefore
they may be different from those published in previous
editions of this publication.

Statistics by Industry Grouping

In this publication, all statistics analysed by industry
grouping or economic activity are compiled based on the
Hong Kong Standard Industrial Classification (HSIC)
Version 2.0. The HSIC Version 2.0 is modelled on the
United Nations” International Standard Industrial
Classification of All Economic Activities Revision 4 with
local adaptations and is the latest industry classification
scheme adopted since 2009.

Monetary Figures

All monetary figures quoted are in Hong Kong dollars
unless otherwise specified.

Rounding of Figures
There may be a slight discrepancy between the sum of

individual items and the total as shown in the tables
owing to rounding.

X Hong Kong as a Knowledge-based Economy
— A Statistical Perspective 2011



5

Synopsis

I

1.1 Eﬁ,—f‘jf;;riqh‘g EF:T;??J':]J\FIUI[
Ta,iﬁﬂﬁgt%guﬂ fl1— :‘gﬁ [ﬂﬁ zg;;@\;ﬁ
floo itw—pjwmg;ﬁ‘mfj,;@‘; SE
J‘ﬁElﬁ;[ﬂ}J;{[%ﬂjr‘gﬂ o Eﬁ%fi F R
FIFO IR 5 1 B 1 R A e
IR -

1.2 w¥ @A A RPN L
?%’*‘k?&%gﬁﬁ??%??iﬁ%%“ﬁﬁ FEW:?"
l"p e A e E“'“JT}%TWFTEWH'E'W
=z S W 5:¥‘T’NJ Pt
F1opr f:lﬂ&%f G SN A YA SR
EN NSRS T &;i SR LY (=R
GE ! -

2. ﬂ@?%ﬁtw%ﬁﬁﬂﬂﬁﬁ
NES

2.1 HIFE %:W@ﬁfﬁjg{ HIF ~ BN
T R v sE o ) 2 e 2 WE%%EI%H%J
xﬁﬂ““ﬁiﬁ%m'ﬁm e PR
A Fuagﬂyg;;c%! SEH géupjjzﬂ < LA
ff \Nm[ﬁ‘fﬁQOE@]EIHI%FJQ:%;LLI[EIEJ
?ﬁﬁ‘ JoE D “r;ﬁﬂ%,?%:ﬁfﬁkﬁd ° A
VET = P R Jplig[iﬂp%wﬁﬂ S INE
ﬁl:‘f‘é"ﬁ'ﬁ“” I&lFﬂﬁ?ﬁ%$$ﬁﬂ[%Flj$§
?’“ﬂ”fﬁfz'aﬁ J0 1) e S TR RS T R
| FUEW: -TF'}‘F[PJF a rﬁgﬁ‘{l%&?"ﬁ:@\ﬂj
SEPFTRRE T RO lﬂﬂﬂ”ggblﬁwz
Rﬁ%ﬂ%ﬁﬁwﬁﬁﬁpr°°W%?
12 Sl gl IR R o s ) R B A P E T
pirﬁﬁfﬁ)fﬁ t jjﬁf[]t“ﬁpjggap P o

fil — ABERE HEA C F

1. Background

1.1 The global economy has undergone significant
changes in recent years. One of the key features of the
changes is the growing importance of knowledge in all
sectors of economic activities, especially those in the
advanced economies. Knowledge, as embodied in
human capital and in technology, is now seen as a vital
source of long-term economic growth.

1.2 The degree of incorporation of information and
knowledge into economic activities has now become so
great that it is inducing profound structural and
qualitative changes in the way an economy operates.
Driven by the rise in knowledge intensity of economic
activities and the increasing globalisation of economic
affairs, there has been a paradigm shift in economic
analysis model from the approach of devoting major
attention to the traditional factors of production such as
land, labour and capital. Intellectual capital is playing
an increasingly important role in production.

2. Why is it Important to Measure Hong Kong
as a Knowledge-based Economy (KBE)?

2.1 A KBE is featured by the trends towards greater
dependence on knowledge, information and high skill
levels and the increasing need for ready access to all of
these by the business and public sectors. It is
characterised by the drive for continuous learning of both
codified information and the competencies to use
information. The forces driving the emergence of the
KBE are constantly reshaping the world economy.
Economic growth is much more dependent on the creation,
production, distribution and use of knowledge than before.
Increasing attention is directed to understanding the
dynamics of the KBE and its relationship with traditional
economic forces. All in all, new issues are emerging
regarding the implications of the KBE and these become
the focal points for policy makers in formulating
appropriate development policies. As such, statistical
indicators showing the evolution of an economy into a
KBE could provide clues for devising appropriate
strategies.

Xi Hong Kong as a Knowledge-based Economy
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2.2 Many economies around the world are now
progressing on the knowledge track. Appropriate KBE
indicators would thus help ascertain whether the targets
of KBE policies have been achieved, and to benchmark
with other economies with a view to identifying areas for
improvement.

3.  Statistical Approach for Measuring Hong
Kong as a KBE

3.1 To help understand the development progress of an
economy towards a KBE, an analytical framework is
needed, following which relevant statistical indicators
can be constructed. The analytical framework should
be one that enables relevant statistical indicators to be
grouped, organised and analysed logically.

3.2  While an internationally accepted framework is
not yet available, different approaches have been adopted
by some countries/territories and international
organisations for measuring a KBE. Generally, a
“descriptive” or “presentational” approach is commonly
adopted, making reference to a suite of statistical
indicators grouped into the following four dimensions
which are widely recognised as the crucial pillars of a
KBE:

(@) Information and Communication Technology
(ICT) — indicators to reflect the efficiency and
effectiveness of knowledge and information
distribution/application in the economy.

(b) Human Resources Development — indicators to
reflect the quantity and quality of individuals
equipped for access to and use of knowledge
and information for further production/
creation/distribution  of  knowledge and
information in the economy.

(c) Innovation System — indicators to reflect the
quantity, quality and rate of knowledge and
information production/creation/application in
the economy.

(d) Business Environment — indicators to reflect
how conducive the business environment is to
the production/creation/distribution/application
of knowledge and information in the economy.

Xii Hong Kong as a Knowledge-based Economy
— A Statistical Perspective 2011



33 o LEEYELEAT

() 1[I0 5 B WS S R
R GRG0 R
RYREL O F IR ¢

f
(b) & %liﬂ%y’?’,fﬁ]]fﬁ k ‘}J{}’j@ﬂg{ )
NJ[] zﬁﬂjﬁﬁ%

(c) fllPr==E| & hLHF] 57 40
o

(d) AR O 6 '%’:ﬁf‘?\#ﬁﬂww
PR R T R R
PO g o

gﬁ %I

3.4 - 'ﬂ&ﬁljf v = (A E,;TH <Ry jjﬁle
£ IS B AL g E BT RN [T YRR R 5
%ﬁ[ﬁg@i?’&?fﬁ%ﬁlI"EH'I:%EF'U??
O BRAIFTERE PR O T E R
BT 3 b PRSI o A [ HTR ]
OO AT B A A 1 - L BLAS B S
ﬁfj °

4. 7FK' HEVRYFO R R R

4.1 ?%’347;’/;’&134%3[ﬁj{_#éﬂiﬂ%fﬂiﬁﬁ?{m

= Tl B ] o AR o S A O e 3R P
FEB ?ﬂﬂ‘“[ﬂﬂ{p | HIR BN fol P8
i @ﬁﬁﬁ@ﬁr iﬂﬁffrf‘ﬁﬁlJ#" H§ o F“?%Fié
(it ¥ 0 ] Eﬂ%iﬁ*‘%‘ 0 BT ERRY LAY K 3R
oo [BEL = SRVERIRY PR AT 0 A TR EJ
FeEg A= AP g R FR R T
IR ] AR B A AT )

i — TR AEAY T %

3.3 The above framework is established on the
following premises:

(@) The growing codification of knowledge and
transmission of information through ICT are
enablers of an information society.

(b) Development of a pool of knowledge-rich
human resources is the key for carving out
competitive advantage.

(c) Innovation and technology are crucial driving
forces to enhance competitiveness.

(d) The underlying social and economic
characteristics together with the
macroeconomic environment provide the
pre-requisite for nurturing a successful KBE.

3.4 The successful transition of an economy to a KBE
typically involves elements such as modernising the ICT
infrastructure, making long-term investments in
education, developing innovation and technology
capability, and having an economic environment
conductive to market transactions. The KBE
framework adopted in this publication follows the above
framework.

4. ICT Development in Hong Kong

4.1 ICT is the key enabler in spearheading the
development of an economy into a KBE. Economies at
different stages of development all face challenges
brought about by unstoppable waves of change towards a
KBE. Hong Kong is an open economy that thrives on
international trade and commerce. Being an important
trading hub in the global economy, Hong Kong needs to
be connected effectively to the global system and its
business partners as well as to use ICT to sharpen its
competitive edge.

Xiii Hong Kong as a Knowledge-based Economy
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4.2 The development of ICT is underpinned by
technical and commercial infrastructural support.
Business establishments and consumers in Hong Kong
enjoy an excellent telecommunications infrastructure.
With full liberalisation of the telecommunications market
in 2003, the telecommunications sector in Hong Kong is
highly competitive. Hong Kong is the first
metropolitan area in the region to have the telephone
network digitised in the early 1990’s, the first in the
world to adopt the Code Division Multiple Access
(CDMA) standards, the first in Asia to launch
Multi-media Messaging Services (MMS) and one of the
forerunner economies to introduce General Packet Radio
Services (GPRS).

4.3 Business and public sectors in Hong Kong are
receptive to new ICT and Hong Kong has been regarded
as a test-bed for new products and technology of the
industry.  With the installation of over 9 000 Wi-Fi hot
spots at around 5 000 locations in the territory by both
the Government and the private sector in mid 2011,
Hong Kong is at the forefront in the provision of public
Wi-Fi service, an enabling factor for development of
Hong Kong into a wireless city.  Moreover, the
coverage of digital terrestrial television service, a new
method of wireless broadcasting of television
programmes, has been extended to some 90% of the
population of Hong Kong by end 2010.

4.4 There is also an extensive ICT diffusion in the
community, with broadband connection reaching all
commercial buildings and virtually all residential
buildings in Hong Kong. Below is a glimpse of some
related statistics:

(a) The use of mobile phone is part of everyday
life in Hong Kong. There were on average
189 public mobile subscribers per 100
population in end 2010, being one of the
places with the highest ratio in the world.
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(b) As at end 2010, the number of fixed Internet

(©)

subscribers per 100 population reached 40.
With the advance in technology, the use of
Internet with broadband connection has
become popular. In end 2010, about 2.13
million customers subscribed fixed broadband

Internet  service, representing 30 fixed
broadband Internet subscribers per 100
population. Internationally, Hong Kong was

ranked the second highest in the Asia Pacific
region in terms of broadband subscription rate
by the International Telecommunication Union
in 2010.

Hong Kong has an information
technology-savvy population.  Among all
households, some 76% had their personal
computers at home connected to Internet in
2010 (markedly up from 36% in 2000). The
number of individuals aged 10 and over
having used Internet service in the past twelve
months per 100 population reached 69 in 2009
(30 in 2000).

(d) The business establishments in Hong Kong are

keen to adopt ICT to enhance their operational
efficiency and competitive edges. In 2009,
some 61% of all business establishments had
Internet connection, and about 20% had
established their webpages/websites.

5. Human Resources Development in Hong
Kong

5.1 Knowledge is usually applied through the skills of

individuals. Intellectual capital is widely recognised as

a critical asset and development of human resources is
one of the critical and strategic thrusts for sustainable

development.
fundamental
development.

Undoubtedly,  education is the
building block of human resources
Highlights of the investment in education

in Hong Kong are:

XV

(a) Government expenditure on education in Hong

Kong rose by 18% from $52.2 billion in
2000-01 to $61.8 billion in 2010-11, indicating
the Government’s commitment to investing in
education. In  2010-11, government
expenditure on education as a percentage of
total government expenditure reached 20%.

Hong Kong as a Knowledge-based Economy
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(b) The Government has made phenomenal
investment in post-secondary education. In
2010-11, government  expenditure  on
post-secondary education amounted to $17.9
billion, accounting for 29% of the
Government’s total expenditure on education.

5.2 The levels of knowledge and skills of the
workforce are highly related to their educational
attainment. In the knowledge-driven society nowadays,
people in general are keen to better equip themselves and
there has been an upward shift towards higher education
and more skilful jobs over the past decade, as evidenced
in the following figures:

(@ The proportion of labour force with
post-secondary education (i.e. having attended
non-degree/degree/postgraduate courses) rose
from 24% in 2000 to 31% in 2010.

(b) The proportion of employed persons who
worked as professionals and associate
professionals increased from 23% in 2000 to
26% in 2010.

5.3 In a nutshell, development of human resources
essentially comprises education, skill training and
retraining, lifelong learning and sourcing of global talent.
This demands that we need to instill the spirit of
continuous learning, an integral part of a learning
economy, into our people.

6. Innovation System in Hong Kong

6.1 Innovation is one of the engines to enhance
competitive edge and productivity, while technology is a
key driver for innovation.  An innovation-driven
economy builds upon these components for sustainable
economic growth.

6.2 A multi-dimensional view is adopted in analysing
innovation indicators. Apart from facilitating policy
development and programme evaluation, statistical
indicators on innovation and technology are important
for assessing the level of innovation and technological
sophistication in an economy and for international
benchmarking. The following figures highlight some of
the facets of innovation activities in Hong Kong:
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(@) Although the level of investment in research
and development (R&D) is not as high as that
in other advanced economies, R&D activities
in Hong Kong have generally been on an
uptrend over the years, with gross domestic
expenditure on R&D (GERD) as a ratio to
GDP going up from 0.55% in 2001 to 0.79%
in 2009.

(b) GERD in 2009 amounted to $12.8 billion,
81% higher than that recorded in 2001. A
noteworthy feature is the growing propensity
of business establishments in undertaking
R&D, with the expenditure on R&D
performed in the business sector occupying a
share of 43% in the GERD in 2009 (markedly
up from 29% in 2001).

(c) With Hong Kong being a service oriented
economy, business establishments have been
keen to carry out various other innovation
activities that are not directly related to R&D
but are yet conducive to enhancing business
performance. The percentage of business
establishments that had undertaken one or
more types of innovation activities rose from
16% in 2001 to 39% in 2009.

6.3 While its R&D base is not as sizeable as that in
some advanced economies, Hong Kong has amassed a
group of high quality researchers who are capable of
pursuing innovations in areas such as integrated circuit
design, photonics, wireless applications, digital media
entertainment and Chinese medicine.  To further
promote the development of innovation and technology,
Hong Kong will continue to capitalise on its existing
strength; bridge the gap between research capabilities
and industry needs; and leverage on the production base
in the Pearl River Delta region. In view of this, the
Government has adopted a strategic framework for
innovation and technology development under which
five R&D centres were set up in 2006 to drive and
coordinate applied R&D in selected technology focus
areas.
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7. Business Environment in Hong Kong

7.1 A sound macroeconomic framework together with
a level playing field is the cornerstone to encouraging
business activities and investment.  This requires
prudent fiscal management, stable prices, robust legal
and tax regimes, among many others.

7.2 Hong Kong is one of the most open,
external-oriented economies in the world, with free trade
being its lifeblood. Apart from being strategically
located at the heart of East Asia on China’s southern
coast, there are many favourable factors that make Hong
Kong an ideal metropolis for conducting business: low
tax regime; transparent common law system; impartial
judiciary; robust fiscal system; state-of-the-art
infrastructure; free flow of information; a clean
government; and entrepreneurial spirit. The following
statistics depict the general economic conditions and
institutional factors in Hong Kong which are conducive
to the development of a KBE during the past decade:

(a) Between 2000 and 2010, per capita GDP of
Hong Kong increased at an average annual
growth rate of around 3% in real terms.

(b) The structure of the Hong Kong economy
continued to shift from manufacturing to
services. This led to a further rise in the
contribution of the services sector as a whole
to GDP at basic prices from 87% in 2000 to
93% in 2009.

(c) Facing the international competition under
economic  globalisation, the  business
establishments in Hong Kong have been
shifting to high value added activities,
enabling the development of knowledge-based
industries (KBI) (including high technology
manufacturing  industries,  medium-high
technology manufacturing industries,
communications, finance and insurance, and
business services (excluding real estates
services)). In 2009, there were 515900
persons engaged in the KBI, accounting for
15% of the total employment. The value
added of the KBI as a percentage of GDP at
basic prices was 23% during the same year.

Hong Kong as a Knowledge-based Economy
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7.3 Hong Kong is an open economy which is beneficial
to the international trade in products and services. Such
trading activities, particularly the external trade in high
technology products and intangible transactions relating
to trade in technical knowledge and technology-related
services, facilitate the exchange of information and
knowledge among countries/territories.

(&) On trade in goods, the value of total exports of
goods was $3,031.0 billion in 2010. This
represented an average annual growth rate of
6.8% between 2000 and 2010. Imports of
good were likewise robust, reaching $3,364.8
billion in 2010. On invisible trade, the value
of exports of services grew at an average
annual rate 10.1% from $315.0 billion in 2000
to $826.9 billion in 2010. The value of
imports of services also increased at an
average annual rate of 7.5%, from $192.4
billion in 2000 to $395.2 billion in 2010.

(b) The business environment of Hong Kong
attracts enterprises from all around the world
to set up regional headquarters and offices
here, bringing in capital and creating abundant
high value-added job opportunities. They
introduce new management culture, promote
transfer of technology and enhance local
creativity. In 2010, the number of regional
headquarters in Hong Kong stood at 1285
while that of regional offices was 2 353.

8.  Concluding Remarks

8.1 Knowledge, unlike conventional capital goods, has
no fixed production capacity and hence presents great
challenges in terms of measurement. At the heart of a
KBE, knowledge itself is particularly difficult to quantify
and to price. There is no direct way to measure the
performance of a KBE. Instead, a descriptive
framework using a suite of indicators may be used to
measure Hong Kong as a KBE.
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8.2 Generally, Hong Kong positions well on many of
the general characteristics of a KBE. We have excellent
ICT infrastructure and our favourable business
environment provides confidence to businesses. Our
people are increasingly equipped in terms of knowledge
and skills. Nevertheless, there is still room for
improvement. We need to strengthen our innovation
capacity to fully exploit advanced technologies. To
sustain the momentum of economic growth and
continued vitality, we need to embrace a culture of
continuous learning and improvement both at the
individual and the organisational levels.
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Table A Key Statistical Indicators for Hong Kong Relating to KBE

2000 - 2004 - 2005 - 2006 - 2007 - 2008 - 2009 2010

I B RFR
Information and Communication Technology (ICT)

5T E I SN ’R‘*JL“’” E
F [ﬁf‘gr U g Vet 78.0 120.0 125.0 136.7 152.3 162.7 173.6 = 188.9

Public mobile subscribers per 10 population

JIE [IE‘{‘ET“[ﬁ‘I—&j ﬁﬁl’ﬁﬂ ylg(

Fixed Internetsubscrlbersper100popu|at|on 406 368 385 340 358 364 381 404

BFCE NIRRT R ity

Fixed broadband Internetsubscrlbersper100popu|at|on 58 218 241 249 267 2715 289 30.0

HEGEN R LR EERl
Y153 F“(%)

Percentage of households with PCs at home connected to the
Internet (%)

364 649 646 @ 671 701 - 709 @ 733 76.4

SRR R SN LS E B G O
Al S B!

Number of individuals having used the Internet service in the
past twelve months per 100 population aged 10 and over

303 564 @ 569 608 648 @ 66.7 694 N.A.

TR A RS AR Y 153 T (%)
Percentage of business establlshments having Internet 37.3 = 504 - 547 559 ' 59.8 @ 58.8 = 60.6 N.A.
connectlon (%)

NG LR o TR PR D)
Perfcentage of business establishments having: 7.3 148 155 175 182 193 = 20.0 N.A.
webpages/websites (%)

.~ AR

Human Resources Development

P ST B (o g7 )

CIRARFHE PHF] - 12805 2 52 A~ [ s g ko)

Government expenditure on education (HK$ billion) 522 545 543 519 538 750 582 61.8
(Figure refers to the end of the financial year from 1 April of the reference year to

31 March of the following year)

f%‘*T(]‘EIUEJJ 45‘? 3 (4 o)

(RS PME - P28 2 52 o - IO BE g g )

Government expendlture on post secondary education (HK$

billion) 163 155 163 161 168 343 163  17.9
(Figure refers to the end of the financial year from 1 April of the reference year to

31 March of the following year)

[I5] T7 BE - [0 =)
ercentage of labour force with post-secondary educational 238 277 289 297 305 310 312 315
attainment (%)

@‘%{Ji/ﬁ”ﬁﬁﬁ%& b HES * 73 F(%)
Percentage  of mployed populatlon working as 228 - 250 @ 254 © 26.2 @ 26.2 @ 26.1 26.4 25.8
professionals/associate professionals (%)

NI gFr 7k

Innovation System

F BTSN R AR A B 7R Y P (%)

Gross domestic expenditure on R&D as a ratio to GDP (%) B 0.74 079 081 077 073 079° NA

TR TR B A B AR L o B
(%)

Percentage share of business expenditure on R&D in gross
domestic expenditure on R&D (%)

483 515 526 488 428 427 N.A.

FTSE 5 RIFHR F Y T A T 5T (%)
If’ercentage on business estab ishments having undertaken . 428 485 423 422 @ 428 39.3 N.A.
innovation activities (%)
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2000 = 2004 2005 2006 2007 2008 @ 2009 2010

V. fﬁﬁﬂfﬁtﬁ
Business Environment
ﬁ Eﬁﬂ (LR UCREEICES & 1 ((%H;ss)) 197,697 190,451 202,928 215,158 233,266 240,339 231,638%: 246,733°
Per capita GDP at current market prices ! (F7)
(US$) 25,375 24,454 26,093 27,698 29,902 30,864 29,8819 31,7599
%%ﬁiaiﬁ¢ﬁﬁ+ﬁw¢%i@®@
Y F 153 E(%) ®
If”;rcentage contribution of services sector to GDP at basic 87.2 : 905 : 912 : 917 ; 928 : 925 ; 926 NA.
prices (%)
EETETE S | kafﬂﬁﬁikwmnﬁHM)
Number of persons engaged in knowledge-based industries as: - - 128 - 136 - 13.8 - 139 14.8 N.A.
a percentage of total employment (%)
i[%;ﬂ "’*i pJ’rglr R “;gj If[ ng: ”F'];fﬁﬂf;r A 2y %
i A lﬁl V) (%) o
Value added of knowledge-based industries as a percentage of ) 199 228 264 233 230 N.A.
GDP at basic prices (%)
L[l “ 5
@aﬁfﬁ%&l;exéc‘;rlféljg's;j:(&m billion) 15727 20191 22502 24610 2,687.5 2,824.2 24691 30310
AL T ET &
@irﬁjﬁe;fpimi)lfs(; gl]zgi‘d:()HK$ billion) 1,658.0 2,111.1 2,329.5 2,599.8 2,868.0 3,025.3 2,692.4 3,364.8
%?%ﬂ?ﬂ’réﬁ%ﬂ(ﬁ ) ® @
Value Of exports of services (HKS billion) 3150 429.6 4954 565.1 660.8 718.6 669.8 826.9
Eh2E LI TGN S @ e
Value of |mp0rts of services (HK$ billion) 1924 2425 2642 2819 3322 3665 3406 3952
FEHRAO P T A F"%T W 1Y T By Y Bl
Clpikst ® 4 F1FL 2 B2 B ) . . 3001 3609 3798 3845 3800 3882 3580 3638
Total number of regional headquarters and regional offices
(Figures refer to the first working day of June of the reference year)
- Tl - Not applicable
@ B PR e l%r:," @ Figures are subject to revisions later on
N.A. *?Eﬂji‘” B N.A. Not yet available
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Importance of Information and Communication
Technology in a KBE

1.1 While the wider use of information and
communication technology (ICT) is conducive to
dissemination of knowledge among people in a society,
advancement in ICT can stimulate the creation and
application of new knowledge in an economy. ICT is a
key impetus for the development of a KBE.

1.2 ICT can also be viewed as general-purpose
technologies that can affect the economic growth of a
country/territory  through two  channels. First,
investment in ICT represents accumulation of fixed
assets, which is directly linked to economic growth.
Secondly, ICT investment can enhance productivity
within industries. Changes in production processes,
human resources management, and organisational
structure of businesses that are accompanied by ICT
investment and  application  generally  improve
productivity. In fact, ICT is the key enabler to transform
economic activities.

ICT Development in Hong Kong

1.3 The sustained development of ICT in Hong Kong
contributes to its transition to a KBE, especially in the
context of economic globalisation. A suite of statistical
indicators reflecting the diffusion of ICT in various
socio-economic aspects of an economy is selected to help
gauge the extent to which Hong Kong has developed
towards a KBE. The selected indicators are listed in
Table 1.1. The latest development of ICT in Hong Kong
is highlighted in the following paragraphs.
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Developing an advanced ICT infrastructure

14 A modern and adequate ICT infrastructure which
facilitates the effective dissemination and processing of
information and knowledge is a key foundation of a
KBE. The Government has taken initiative to expand
the telecommunications network and provide quality
telecommunications services at lower prices by means of
privatisation, liberalisation, and encouragement of
competition, hence promoting the use of ICT in the
community.

15 With full liberalisation of the telecommunications
market in 2003, the telecommunications sector in Hong
Kong is highly competitive. The use of mobile phone
has become very popular in Hong Kong. There were on
average 189 public mobile subscribers per 100 population
in 2010, making Hong Kong one of the places with the
highest subscription rate in the world. (Chart 1.1)

1.6 The use of Internet has been prevailing in work
and life of people in Hong Kong. In 2010, the number
of fixed Internet subscribers per 100 population
reached 40.  With the advance in technology and
competitive pricing offered by telecommunications
network operators, the number of fixed broadband
Internet subscribers rose from 0.39 million in 2000 to
2.13 million in 2010. According to the information
released by the International Telecommunication Union,
the fixed broadband Internet subscription rate (per 100
population) in Hong Kong was the second highest in the
Asia Pacific region in 2010. (Chart 1.2)

Diffusion of ICT in the community

1.7 Hong Kong is at the forefront of adopting
information technology (IT) in virtually all aspects of
economic activities. The community is speeding up its
adoption of IT. The penetration rate of personal
computers (PCs) in households increased from 49.7% in
2000 to 77.9% in 2010; whereas the household Internet
penetration rate proportion of household attained 76.4%
in 2010, twice as that in 2000. (Chart 1.3)
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1.8 People in Hong Kong are generally keen users of
IT. The number of individuals aged 10 and over having
used PCs in the past twelve months per 100 population
reached 70 in 2009 (43 in 2000). As regards the use of
Internet service, the corresponding figure was 69 in 2009
(30in 2000). Besides, electronic commerce has become
more receptive to Hong Kong people. In 2009, 15.9%
of Hong Kong population aged 15 and over had made
online purchases of products/services for personal
matters over the past twelve months. (Charts 1.4 and 1.5)

Diffusion of ICT in the business sector

1.9 Owing to the growing competition under
globalisation, the business establishments in Hong Kong
have all along pursued improvement of operation
efficiency through intensive and rapid adoption of ICT.
In 2009, over one half (60.6%) of business
establishments had Internet connection, whereas 20.0%
had webpages/websites (37.3% and 7.3% respectively in
2000). However, the economic importance of electronic
commerce is still small. Only 12.9% of business
establishments had purchased goods, services or
information through electronic means in 2009. The
corresponding proportion is much lower for selling
through electronic means (1.5%). In 2008, the value of
business receipts by establishments from selling of
goods, services or information through electronic means
accounted for only 1.7% of total business receipts in all
selected sectors. (Charts 1.6 to 1.8)

Investment in ICT by the Government and business
establishments

1.10  To sustain Hong Kong as a leading digital city,
the  Government is committed to providing
customer-centric e-services that promote an accessible,
accountable and efficient government. To this end, the
government expenditure on IT increased significantly
over the past decade. In 2009-10, government spending
on IT represented 1.4% of total public expenditure or
0.3% of GDP. (Chart 1.9)
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1.11  Successful adoption of IT is often seen as a
driving force to enhance productivity and
competitiveness.  Investment in IT equipment and
software in the business sector accounted for about 8.9%
of non-residential gross domestic fixed capital formation
in 2009, maintaining at a similar level over the past 5
years. The total expenditure on IT in the business sector
as ratio to GDP stabilised at around 2% between 2005
and 2009. (Charts 1.10 and 1.11)

Economic contribution of the ICT sector

1.12  The ICT sector (a cluster of industries engaged in
the production and distribution of ICT products and
provision of services related to ICT) has grown
significantly in the past decade. However, its business
performance has also been sensitive to economic
fluctuation. In 2009, the value added of the ICT sector
accounted for 4.4% of GDP at basic prices, broadly
comparable to that of the wholesale and retail sector
(3.9%) as well as the construction sector (3.2%).
Nevertheless, its economic contribution was slightly
lower compared with 2008 (4.9%). It was mainly due to
the fact that the import and export trades of ICT goods
were particularly hard hit in 2009 with the abrupt
slowdown in world trade in the aftermath of the global
financial tsunami. (Chart 1.12)

1.13  The employment size of the ICT sector also
serves as an indicator of the economic importance of the
sector concerned. In 2009, there were some 114 200
persons engaged in the ICT sector, accounting for 3.3%
of the total employment. (Chart 1.13)

Concluding Remarks

1.14  The Government has been making efforts to lay
down an environment conducive to the diffusion of
ICT. Correspondingly, business establishments and
individuals in Hong Kong have shown their enthusiasm
about the adoption of ICT. Sustained development of
ICT in Hong Kong is the result of concerted efforts by
the Government, business establishments and individuals,
contributing to Hong Kong's successful progress towards
a KBE.
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Table 1.1 List of Statistical Indicators for Measuring the Informatlon and Communication
Technology (ICT) Aspect of a KBE

ER Y RFEHA RV S
Factors relating to ICT

HEHR

Statistical indicators

NSRRI LR ¢ 3
eSS I S N R EIG
Y

ICT infrastructure: readiness of
access to information and
knowledge through ICT

SNSRI 'ﬁﬁﬁ“[ﬂ"iﬁ'@rﬁ AL Hp e R
Number of fixed telephone lines and public moblre subscribers per
100 population

EFUE S IR BTRRE F e
Number of fixed Internet subscrlbers per 100 population

g%uﬂ%ﬂﬁ&ﬁ@@%u@
B EETR PR R
R FIEVHAIL gy F O 1
Diffusion of ICT in the
community: household and
individual usages of ICT for
access to and exchange of
information and knowledge

PR T R T R A 2 e [

FIpuF3 B
Percentage of households with PCs at home or households with
PCs at home connected to the Internet among all households

BT PR R e I S puEss
Percentage of persons aged 10 and over who had used PCs or
Internet service

ﬁﬁl’ﬁ[E'J%’r[ﬁfﬁ%%””ﬁ?ﬁ‘%ﬁﬂ R N B BINTS P
Percentage of population aged 15 and over who had used online
purchasing services in the past twelve months

EPOSETRIE T RSO
WA 2 R AR RO
FRFRIEIVA I ey o i
Diffusion of ICT in the business
sector: business usage of ICT for
access to and exchange of
information and knowledge

IEI;' i~ L,TF:‘ i fffﬁ[ﬁb%ﬂ '[ﬁgl/j[ﬁ*#—fu migwf?gulg[ﬂ
Percentage of business establishments having used PCs, Internet
connection and webpages/websites

b e e S T R Ve e e [ i o R R
Percentage of business establishments having purchased/sold
goods, services or information through electronic means

TR B O TR TR kR g

Business recelpts from selling goods, services or information
through electronic means

el s s T
OB ¢ LA RO SR L
BER A

Government and business
investment in ICT: enhancement
of ICT infrastructure and usage

Iy VR R AR U

ARG O e K ¥ A B L 5
Government expenditure on IT as a ratio to total public
expenditure/GDP

- RS ﬁ&?@*%[ﬁ%ﬁpﬁlﬁj [ ARSI S A B RhIRe

Ty A TR AR T
Investment in IT equipment and software in the business sector as
a ratio to non-residential gross domestic fixed capital formation

7 RV SO AP % T O

Total IT expenditure in the business sector as a ratio to GDP

i — TR AEAY T %
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TR RFEFATRR VN R
Factors relating to ICT

A R

Statistical indicators

TR SRR - A
RO e s
fe

ICT sector: capacity to produce
and supply ICT goods and
services

1. szf*ﬂg‘hg}[b; YR Sl R R BT 55
Distribution of value added of the ICT sector by economic activity

2. BN PR3 RN R R OB R I BT )

Distributlon of number of establishments and persons engaged in

the ICT sector by economic activity
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Chart 1.1
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Chart1.2  Number of fixed Internet subscribers per 100 population
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broadband Internet access customer accounts.

(2) Figures refer to number of registered broadband Internet access customer accounts.
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Chart 1.3
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a faster pace than the household PC penetration rate.
The household Internet penetration rate reached
76.4% in 2010, more than double that in 2000
(36.4%).

B — HBRATES LAY % -
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Chart 1.4 Percentage of persons aged 10 and over who had used personal computers
(PCs) or Internet service in the past twelve months
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. ; @Fl l'[—{ kg\_{ﬁqﬁpljﬂ 7%75”} | ;\4 o ;ﬁllgﬂﬁl 'Tévﬁ%ﬂ’{ﬁ“ﬁ ij[ [_ k4
ersons aged 10 and over having used PCs ersons aged 10 and over having used
the Internet service
PR B R e S ETE V6 AR SRR AT b r Ao e
Rlote : Figures represent the percentages m respect of all persons aged 10 and over who had used PCs or Internet service during
the twelve months before enumeration.
PRI PR T (AR AT (S 2887 5103)
Source : Social Surveys Sectlorr ensus and Sta istics Department (Enquiry Telephone No.: 2887 5103)

N

o HH S *F}i, ML PEYRVE[F - T % e People in Hong Kong are keen users of information

FleF o B e me ] i F{[ technology. For every 100 persons aged 10 and
EJ 0f ~ 4 7 IHj 4 Z A fFT iﬁl H over in 2009, around 70 of them had used PCs and
it ;E-,—‘ A ﬁﬁi[ﬁﬁ@m o Internet service in the past twelve months.
. J
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Chart 1.5 Percentage of populatlon aged 15 and over who had used online purchasmg
services in the past twelve months

F1o7 B (%)
Percentage (%)
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20 F-
0.0
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G S Fﬂjﬁﬂfmﬂﬁ“qﬁﬁﬁﬁ A (S ¢ 2887 5103)
Source : Social Surveys Sectlor{] ensus and StatH stics Department (Enquiry Telephone No.: 2887 5103)
4 N\
o A EEPRY S BEE AR T T ¢ The number of persons making purchases online is on
JuF 74E) 923900 4 TRl }f * the rise. In 2009, some 923 900 persons aged 15
4 ( 'F’H SO RSN B R R ) 9%) T and over (or 15.9% of the population aged 15 and
iﬁ}?‘\ o B (R B R | = N E’ja over) had made online purchases of products/services
Al fﬁ# ya qyjaﬂ ° for personal matters over the past twelve months.
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Chart1.6  Percentage of business establishments having used personal computers
(PCs), Internet connection and webpages/websites

Fi1738 (%)
Percentage (%)
80.0
60.0
40.0
20.0
_ e 14.8
o~ 107 11.8 135
7.3
0.0
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
—a (R . T e AT AN
Having used PCs Having Internet connection r—|avmg webpages/websites
[y S S s e s Ea e e 2887 9634)
Source : Science and Technology Statlstlcs gectlon Census and Statistics Department (Enquiry Telephone No.: 2887 9634)

/0 EY PR ] PR e a2 if[ + 2% ¢ ICT as atool has changed the way we live, learn, do\
?7? . *g?riﬂbé M PRV o E P business and interact with each other. The
ST R A AR Y E TR A Hﬁ[ p proportion of business establishments having used
DOEFH ST USL5% = D F e PCs had been increasing from 51.5% in 2000 to
[63.6% - 63.6% in 2009.

* D FFF o Z 9T 60.6%FVT e Some 60.6% of all business establishments had
BIE T o s > FEFTF Internet connection in 2009, an increase of 23.3
23.3 {litf157 Eﬁ ° percentage points as compared with 2000.

* ?J?j ?ﬁ_g’ / {fﬁ#,‘ﬁi i % ﬁpupu & The percentage of business establishments having
PR D /e e 7. 3% R B = webpages/websites increased progressively from
ZFF e ﬁF pJZO 0% - 7.3% in 2000 to 20.0% in 2009.

- J
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Chart 1.7

ﬁlﬁ}%_'\\' m(l)rF- /F—J,E:FpF

TR RISV o

Percentage of business establishments having purchased/sold goods,

services or information through electronic means®”)

Fi1718 (%)
Percentage (%)

16.0
12.0
8.0
4.0
18
1.8
11 15 11 13 . Lo . 13 -
0.3 ,._—”.“~~._____.—’// T - \\\5._____.
0.0 &
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
?Jﬁ"aig EERERTETR, ~ T Ry | zﬁﬁﬂa e igl‘& il ~ AR R o
—— [ me PSR ugm
Percentage of business establishments Percentage of business establishments
having purchased goods, services or having sold goods, services or information
information through electronic means through electronic means
PR () RS R R AR RSO B T R S R R AR e
R -
Note (1) A business establishment is regarded to have purchased/sold goods, services or information through electronic
means if the confirmation of order for purchase or sales is done completely through electronic means.
EW‘%‘:[*?’FI : Lghﬁnﬂ:*f}zuf‘[ﬁ'lﬁﬂf'l; ( 2887 9634)
Source : Science and Technology Statlstlcs gectlon, Census and Statistics Department (Enquiry Telephone No.: 2887 9634)

[ = 2t Y -, N — 1, \
o I B AE A E TR ﬁiﬁ&% & There was a burgeoning demand for purchase of
L) ey o o T T OSREER ’ : i i

&l j‘ﬁTj‘E'MFgﬁ T FH T products or services through electronic means in the
A S =7 '¢A¢ﬁ;{¢rﬁg:*’¢£@£" . -
13-9 of J;;ﬂgﬁfﬁ F[’é‘fﬁ‘% i ;AL 2 business sector.  In 2009, 12.9% of business
~ HRya TR o B VA S S . .
é: FFIIJ[P}ZJ ?ill ggcy*)[ ;ﬁiﬁ ﬁ' o i i i establishments had purchased goods, services or
i N 5 0 o ,\\\ | y . . . . .
E‘ ~ ILL e Pi ', ;ﬁzﬁzj information through electronic means, which was
IR T M > D E DR 2% h higher than that in 2000 (4.9%). H
o= g s s N bR =n . (e muc Igner than tnhat In .J70). OWeVver,
< R R BT g (6.9%). -
;ﬁgﬁgﬁﬁ[ . there were less than 2% of business establishments
having sold goods, services or information through
electronic means per annum during the period from
2000 to 2009.
\- J
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Chart 1.8 Business receipts from selling goods, services or information through
electronic means

4 Fio3E (%)
$ billion Percentage (%)
180.0 1.8
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160.0 f------mmmm oo ~ 16
1400 F- : 1.4
1200 - T 1.2
1000 F- 1.0
80.0 f---mmmm T 0.8
60.0 f----- - 0.6
400 N3 o 0.4
200 f---------- : 0.2
0.1
0.0 —E=30 0.0
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
m@ﬁ AR BT LT SRR A SRR BT, IR R A e
¥ (t”yH%E' —— i’quyﬁlﬁ’ﬂqyﬁﬂyég FUFi53 B
Value of business receipts from selling goods, Business receipts from selllng goods, services or
services or information through electronic means information through electronic means as a
percentage of total business receipts
CRRIVE ¢ P ASHER R F R 2887 9634 )
Source : Science and Technology Statlstlcs gectlon, Census and Statistics Department (Enquiry Telephone No.: 2887 9634)
( N\
¢ GIFHFIIF F?ﬁ‘*ﬂ‘“m@ & & The value of business receipts received by business
EE 3] glff”[[ Ejﬁ/y;fﬁ‘/ TR H F’?i[““js F”i s establishments from selling of goods, services or
Al il 2 1,396 B o |ﬁﬂ’r fEE T information through electronic means totalled $139.6
oSS e AR e Y 1.7% - billion in 2008, representing 1.7% of the total
business receipts of all selected sectors.
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Chart1.9  Government expenditure on mformatlon technology (IT) as a ratio to total
public expenditure/GDP

4 Fi3E= (%)
$ billion Percentage (%)
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o PSRRI AR H AR R Y A
jﬁ”’ﬁ‘ﬂfjg}i?{ﬁ[ﬁr'ﬁj? BER Gl S o B9 SRR
Government expenditure Government expenditure on IT as a Government expenditure on IT
onlIT ratio to total public expenditure as a ratio to GDP
PR P FE 2R RN PR R cwwi& YIS W R 2
ﬁfmww' PR R B~ PR A PR e 1 <
Note : (1) Starting from 2001- 02 gove nment spending on IT also includes expenditure on non-administrative computer

systems under Capital Subventions and Major Systems and Equipment; and IT expenditure of Housing Authority,
Hospital Authority and subvented schools.

TR IR DO RIERSE S (hi 2582 4520)

Source : Office of the Government Chief ImrorEnatlon Officer (Enquiry Telephone No.: 2582 4520)

p
o I FFE-FF rf]‘ JE" tr7¢ & The government spending on IT amounted to $4.4
E[Hpud g 44 [’EJL i vfuZ billion in 2009-10, which was as twice as that in
TRFFT A lr,rg (22 gm )F”F‘J 1999-2000 ($2.2 billion).
f
M
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Chart 1.10 Investment in information technology (IT) equipment and software in the
business sector as a ratio to non-residential gross domestic fixed capital

formation
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< TR AR i SPREE R
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JY ARAE JP}
Investment in IT equipment and software in the
business sector as a ratio to non- residential
gross domestic fixed capital formation

P\Iote : Figures are compiled based on the Hong
been backcasted to 2005.

Source : Science and Technology Statistics

BRI IR 201, SR MBI (A R
ong Standard Industrial Classification (HSIC) Version 2.0 and the series has

PRIV PSR RE R (P ¢ 2887 9634)
gectlon Census and Statistics Department (Enquiry Telephone No.: 2887 9634)

¢ G FF]-F ﬁ?*ﬁ%ﬁ ECLSATS ER =
fFy L @9 er o AHEZRERE S p A B
il (Y A S AR Y gk 1T 8.9% 0 =
TORH DT 8.2%l » ARE PN -

~N

¢ Investment in IT equipment and software in the
business sector accounted for about 8.9% of
non-residential gross domestic fixed capital formation
in 2009, maintaining at a similar level as compared
with 8.2% in 2005.

i — ATRTREE AREAY T % -
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Chart1.11 Total information technology (IT) expenditure in the business sector as a
ratio to GDP
4 Er Fi3E= (%)
$ billion Percentage (%)
50.0 25
40.0 2.0
30.0 15
20.0 1.0
10.0 0.5
0.0 0.0
2005 2006 2007 2008 2009
. x S EE S R b s
TR AVE A %I’};ﬁ&;*ﬁ_} ERRAH LR 29 5 %
Total IT expendlture in the busmess —— El L .
Total IT expenditure in the business sector as
sector .
aratio to GDP
PR e R T MR 5T 2,045 ) A > HR = I‘PLIMFJIFH EIFRFIE
Rlote: Figures are compiled based on the Hong Kong Standard Industrial Classification (HSIC) Version 2.0 and the series has
been backcasted to 2005.
ORI ¢ P R 2887 9634)
Source : Science and Technology Statlstlcs gectlon Census and Statistics Department (Enquiry Telephone No.: 2887 9634)

4 N\
¢ F“pr%‘-*ﬁfjﬂj TR E] F S E4 HE| pl: F% & The total expenditure on IT in the business sector
TPEFAY 276 (B A =D R eE Y increased from $27.6 billion in 2005 to $32.1 billion
321 @A T ﬂjﬁm‘ 16 3% o @: TFED in 2009, up by 16.3%. The total IT expenditure in
T e WRE S T F‘r ﬁkﬁﬁﬁ;‘»éﬂ the business sector as a ratio to GDP was around 2%
SIEE G T % EREE - |;nj SR N during the period from 2005 to 20009.
REFF 79 2% o
\ ﬁk Y,
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Chart 1.12 Distributlon of value added of the information and communication
technology (ICT) sector by economic activity
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Note : Statistics on ICT sector are available as from 2008. Figures in brackets refer to the contribution of the value added of
ICT sector to Gross Domestic Product at basic prices.

0 SN ST S ST R T :eugﬂ 2887 9634 )

Source : Science and Technology Statlstlcs gectlon Census and Statistics Department (Enquiry Telephone No.: 2887 9634)

Ve

¢ I FF JuﬁF ) aaﬂv@?fﬁ[jﬁi pulgf e The value added of the ICT sector amounted to $68.0
i ]?j il = %% e 680 B o |ﬁ JH billion in 2009, accounting for 4.4% of GDP at basic
%+ ]EF‘#E‘TEDt Py APy 4.4%( 2 prices (4.9% in 2008).
zs——w #Eff" 9%) -
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Chart 1.13 Dlstrlbutlon of number of establishments and persons engaged in the
information and communication technology (ICT) sector by economic

activity
it [ Sl g
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Note : Statistics on ICT sector are available as from 2008. Figures in brackets refer to the percentage share of persons

engaged in ICT sector in the total employment.

ORI PR PR A (f S © 2887 9634)

Source : Science and Technology Statlstlcs gectlon Census and Statistics Department (Enquiry Telephone No.: 2887 9634)

* I FFIEFF LR FEFLEAVE e In 2009, there were 15 338 establishments engaging
ﬁs: B FlsE 15338 fH] o EES S B Ed in ICT sector with a total employment size of 114 230
114 230 * - persons.
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Chapter 2 Human Resources Development
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Importance of Human Resources Development in
a KBE

2.1 Human capital which relates to knowledge, skills
and competence of the labour force is a crucial element
of a KBE. In general, the development of a KBE will
come along with a growing demand for new products
and services, acceleration in the pace of technological
development, and intensification of market competition.
To maintain competitiveness in response to the changing
economic environment, business establishments need an
appropriate organisational structure, effective
management and a skilled workforce. These changes
also impose a significant impact on the requirements for
workers’ competence.

2.2 One of the features of a KBE is a growing
demand for highly-educated and highly-skilled labour
usually reflected by an increase in the number of
professional, technical, administrative and managerial
occupations. To meet such manpower requirement,
adequate supply of qualified labour in the economy
should be ensured through education, training and, in
some cases, sourcing of global talents.

Human Resources Development in Hong Kong

2.3 Human resources with high educational
attainment and professional knowledge are vital to
technological development, innovation and economic
growth. They are essential for generating innovation
and expanding the innovation and technology capacity of
Hong Kong. The statistical indicators for gauging the
human resources development (HRD) in Hong Kong are
listed in Table 2.1. The latest developments in HRD in
Hong Kong are highlighted in the following paragraphs.
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Investment in human capital

2.4 The literacy skills as well as the ability of people
to gather, process and produce information are basic
requirements of human resources in a KBE. The
education system and government policy play a key role
in nurturing human capital. In Hong Kong, the
Government had devoted enormous resources to
education over the past decade. Government
expenditure on education in 2010-11 amounted to $61.8
billion, 18% higher than that in 2000-01 ($52.2 billion).
(Chart 2.1)

25 Investment in post-secondary education in Hong
Kong remains substantial. In 2010-11, government
expenditure on post-secondary education amounted to
$17.9 billion, accounting for 29% of the Government’s
total expenditure on education. (Chart 2.2)

2.6 Education is crucial to enhancing knowledge and
skills of people. The secondary and post-secondary
education opportunities in Hong Kong have increased
over the past years. While the student enrolment in
secondary schools increased at a moderate rate from
around 465 000 in 1999/2000 to 481 000 in 2009/10, the
student enrolment in the institutions funded by the
University Grants Committee (UGC) increased
significantly from around 80000 in 1999/2000 to
168 000 in 2009/10. (Chart 2.3)

Educational attainment and occupational profile of the
labour force

2.7 The levels of knowledge and skills in the
population of an economy are highly related to their
educational attainment. In the knowledge-driven society
nowadays, people in general are keen to better equip
themselves and thus the number of individuals with
higher education is expanding. In Hong Kong, the
proportion of the population aged 15 and over with
post-secondary educational attainment increased from
18.5% in 2000 to 25.4% in 2010. (Chart 2.4)
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2.8 As a knowledgeable labour force is the thrust for
enhancing competitiveness and sustaining economic
development, there has been a progressive upward shift
in the educational level of the labour force in Hong Kong
over the past decade. The percentage of labour force
with post-secondary educational attainment went up
from 23.8% in 2000 to 31.5% in 2010. (Chart 2.5)

2.9 As regards the labour force with post-secondary
educational attainment, 38.9% of them had attended
science-related fields of study (i.e. natural sciences;
engineering and technology and medical sciences) as at
2006, compared with 42.0% in 1996. The above are
based on results of the Population By-Census.
(Chart 2.6)

2.10 Hong Kong is renowned for the high quality of
its professional services. Within the total labour force,
the proportion of employed population who worked as
professionals and associated professionals increased
from 22.8% in 2000 to 25.8% in 2010. (Chart 2.7)

2.11  With Hong Kong being an international financial
centre and a service hub in the region, persons working
as professionals/associate professionals were mainly
engaged in financing, insurance, real estate, professional
and business services as well as public administration,
social and personal services, accounting for more than
half (55.6%) of the total number of professionals/
associate professionals in 2010. (Chart 2.8)

2.12  The ability of an economy to compete and
flourish in the global knowledge economy hinges on the
quality and skills of the information technology (IT)
manpower.  In 2010, about 73400 persons were
engaged in IT-related work, constituting 2.0% of the
labour force. This represented a significant increase of
19.6% over 2000. (Chart 2.9)
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Global sourcing of talents

2.13  Being an international city, Hong Kong is open
to global talents, leveraging on their skills and expertise
in enhancing the competitiveness of Hong Kong in the
global knowledge economy. The Government has
endeavoured to attract and retain non-local talents and
professionals. The number of non-local talents and
professionals approved for employment in Hong Kong
increased from around 19 000 in 2001 to about 38 800 in
2010. (Chart 2.10)

Concluding Remarks

2.14  The competence and skill levels of labour force
are changing to suit different stages of economic
development. Improving the educational foundation,
literacy skills and ICT literacy of the labour force is
essential to the development of a knowledge-based and
innovation-driven economy.
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Table 2.1 List of Statistical Indicators for Measuring the Human Resources Development

(HRD) Aspect of a KBE

= )R RAE R P S
Factors relating to HRD

TS

Statistical indicators

PEREIES T T
Government investment in education
for development of human capital

PR B AL 4 19 % B Ao o
Government expenditure on education as a ratio to GDP
PRSP AR b Ao
Government expenditure on post-secondary education as a
ratio to GDP

T ,fr? {afr[ ;fgh N IO R
Development of knowledge and skills
of the labour force through education

lispos s ~ gy
Student enrolment in secondary schools

AEFT T B g EYSDpUN IR O S S g
Student enrolment in the institutions funded by the University
Grants Committee

YRR A B,
Knowledge intensity of the labour force

A DR S IR ST
Distribution of population aged 15 and over by educational
attainment

(0RO Es S [T |
Percentage of labour force with post-secondary educational
attainment

FSRIETE RIS T PO g zil S
Labour force with post-secondary educational attainment by
field of education

FER S PO~ 650 )

Distribution of employed persons by occupation

s e I Uwﬂliﬁ/ﬁ”’ﬁﬁﬁ’ NIRRT
Percentage of persons working as professionals/associate
professionals by industry grouping

R E[R E [ﬁ*‘h MIYF 3B
Percentage of information technology workers in the labour
force

MR S B IS Y OB
R,
Openness of an economy in regard to
global sourcing of talents

ek BT g
Number of non-local talents and professionals approved for
employment in Hong Kong
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Chart 2.1 Government expenditure on education as a ratio to GDP
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- i IJ— e R J;SFT;I A AR A B9 2 sk
Government expendlture on education Government expenditure on education as a ratio to GDP
AR el gt N e R Ao o .
ote : Expenditure figures have been adjusted to conform to the policy grouping adopted in 2011-12.

‘;‘*ﬂ?@ D DA b QWT 2892 6267 )

ource : Education Bureau, Government Secretariat (Enquiry Telephone No.: 2892 6267)

4 )

¢ D F-FE- - FH Ffﬁﬁ‘ﬁﬁ?f?j I ¢ Government expenditure on education in 2010-11
£L 618 (B o MIERA B A & G Y sk amounted to $61.8 billion, representing a ratio of
£y 3.5% - 3.5% to GDP.

o FHEDFFIEZFIFR Erﬁg & The exceptionally higher government expenditure on
R EE > 2RI ﬂpub‘”ﬁ*yj = |H education in 2008-09 was mainly attributable to the
180 fE 7~ f J’UI4“§L 1 J[@giﬁszﬁ“ %"ﬁﬁ] 55 establishment of the Research Endowment Fund of

¥ p JEIJD}"Y‘F ﬂ”?ﬁ EI %ﬁid‘a Mt $18.0 billion to strengthen the research capacity of the

higher education institutions and nurture more
research talents.
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Chart 2.2 Government expenditure on post-secondary education as a ratio to GDP
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=ity psjﬂ R idiliing il pgf‘r B AT B
@ Government  expenditure  on —*  Government expenditure on  post-secondary
post-secondary education education as a ratio to GDP

SR Elfiﬂtf%’yﬁ B &0 47 SR OB 7 S 0 (MRS B

Rlote : Government expenditure on post-secondary education does not include vocational education at the equivalent level and
expenditure of the Hong Kong Academy for Performing Arts.

SRR BRI S (T ¢ 28926267)

Source : Education Bureau, Government Secretariat (Enquiry Telephone No.: 2892 6267)

4 )
o FHpVE EEMBIY T wHF=% e Government expenditure on post-secondary education
—~ FR Y163 E F R T R progressively increased from $16.3 billion in 2000-01
- - FRAY 179 fER o to $17.9 billion in 2010-11.
¢ TG FFIEFIFR if ) ¢ The exceptionally higher government expenditure on
AURF L B 2 BURLPRLAY oF 0 post-secondary education in 2008-09 was mainly
i 180 & 7 Elfj’]irlez’ & o attributable to the establishment of the Research
Endowment Fund of $18.0 billion.
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Chart2.3  Student enrolment in secondary schools® and institutions® funded by the
University Grants Committee (UGC)
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Secondary schools UGC-funded institutions
PR () [P R 8 PO RO - POl IRURRLIE LS ) I R

R R 0 - T o e R -

(2 f”fz* eSS J bRt fJ“ AT NS *ﬁwﬂﬁ“** A NSRS Y S R EEST SRR -
?%Fi' *bﬁ R[5 ?%FJ\* EJV’J Rl ,é%f:”fﬁ m”J %EJ*& S T IS {
e e L SECYT R VR ﬁ@%@ 5
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Notes : (1) Secondary schools |nclude day schools evening schools and other secondary school day courses. Other secondary

day courses refer to the secondary courses operated by private institutes offering adult education/tutorial/vocational

courses in daytime. The figures for students attending other secondary day course are available as from 2006.

(2) The UGC-funded institutions include City University of Hong Kong, Hong Kong Baptist University, Lingnan
University, The Chinese University of Hong Kong, The Hong Kong Institute of Education, The Hong Kong
Polytechnic University, The Hong Kong University of Science and Technology and The University of Hong Kong.
Figures include students attending UGC-funded programmes and those attending self-financing programmes
offered by UGC-funded institutions and their extension arms. The relevant figures cover students in certificate,
diploma, sub-degree, undergraduate, taught postgraduate and research postgraduate courses.

CPRIHIR - PO () 2892 6352)

Source : Education Bureau, Government Secretariat (Enquiry Telephone No.: 2892 6352)
4 N
o (WD FFH /F=TFF]-/~ F & During the period between 2006/07 and 2009/10, the
= W v s E N PR T number of students enrolled in secondary schools
480 000 ~ =2 490000 * Vfi-pi—- ranged between 480 000 and 490 000. On the other
[ —i»"sri‘w’r? A IR b e e g ]| hand, the student enrolment in UGC-funded
iz F%+ /2250 91600 * & institutions increased significantly from 91 600 in
E ’rgq Jp =2 FFI - FEFQN 2006/07 to 168 000 in 2009/10.
168 000 *~ -
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Chart 2.4 Distribution of population aged 15 and over by educational attainment
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s Eﬁf? e F T J/

Tjﬁ - 77‘\ / I - ;jgj\ y 128 | ge o

PJost secondary Post secondary - IR Secondary E Primary - ST

- postgraduate - degree Post-secondary No schooling/
- non-degree Pre-primary

=

VPRI PO O VR AT () (A 2887 5508)
Source : General Household Survey Section (2), Census and tatlstlcs Department (Enquiry Telephone No.: 2887 5508)

4 N
1 F AW NI AR - i) e The educational attainment of the Hong Kong

1
J#iﬁ—? i S8 @FIH iR population had been improving over the past decade.

B

Pl =4 EE D wEFE Y 1A%5E The proportion of the population aged 15 and over
E D H- FEY 3.3% 0 ZACIE ;i having postgraduate educational attainment went up
FENEF (' bk JESE YA Ty from 1.4% in 2000 to 3.3% in 2010. The
L e B el I AR Bl - corresponding proportion for post-secondary (degree
17.1% -+ = = F— FF [V 22.0% ° and non-degree) educational attainment also rose

from 17.1% in 2000 to 22.0% in 2010.
* DT HE O 25.4%p91 Tie I e In 2010, 25.4% of the population aged 15 and over

A i’zﬁéféﬁ P - had post-secondary educational attainment.
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Chart 2.5 Percentage of labour force with post-secondary educational attainment
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Source : General Household Survey Section (2), Census and gtatIStICS Department (Enquiry Telephone No.: 2887 5508)

4 )
o SSEy R ?Z’ﬁg M lEﬁJ?f?ﬁE@)f&?ﬁd ¢ The educational attainment profile of the labour force

is similar to that of the population at large.

* ' f_ PR ETE S 1153 e The percentage of labour force with post-secondary
YT A poEE o R H S R ES educational attainment has been trending up over the
SRR S A S BRI mEEE past years. In particular, the proportion of labour

v 2.0%7 i = R Y 4.6% - force with postgraduate educational attainment rose

from 2.0% in 2000 to 4.6% in 2010.
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Chart 2.

SR EUIES F]g%‘?'ﬁ‘ J, r—;;c? FOSEE AT 1
Labour force with post-secondary educational attainment by field of
education
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FIRE] = TR s YR R % Y
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technology
ﬁ%t?‘%” : EV’jiT‘i#%“C FE-F k[ F'%k Rl S U el S e A e S R L R
AR TR B %li PIEREFL [ e B PRI T PIRESE,
(@) et S e “IJTlfII/EEJ‘ <ﬁﬁjwﬁw>rﬁmﬁ (H pog F%r T R ) B+
)= H% = PO HIT DRETSE CREEEEE ) B st ohe /[ S5 FRIFr BT
B SO0 SRR Y T VIR |
Notes : Figures are compiled based on resufts of the 2001 Population Census and the 1996 and 2006 By-Censuses.
“Environmental protection” was classified under “Engineering and technology” in the 1996 Population By-census, but
classified under “Natural sciences” afterwards.
(1) The 1996 figures do not include persons with educational attainment (highest level attended) at those courses of
“Technician level (other further non-advance education)”, while the 2001 figures do not include persons having
attained the level (highest level attended) at “Diploma/Certificate” courses offered by the Institute of Vocational
Education/former Polytechnics/commercial schools/training and development centres of Vocational Training
Council.
CRRIIR PR N [ REAS (VT ¢ 2716 8345)
Source : Demographic Statistics Section, ensus and Statistics Department (Enquiry Telephone No.: 2716 8345)
/ - e - - \
* ﬁﬁ BT F,r,i FOERLENCATET IRE] ¢ The size of labour force having attended
2o T HEHRR[E R Fe‘%ﬂ)gu Ty science-related fields of study (i.e. natural sciences;
[Uo fli= Jue]et A9 26 M= engineering and technology; and medical sciences)
FEOLFpu 4l fl » B ’rﬁi 59.7% - increased remarkably by 59.7% from 0.26 million in
1996 to 0.41 million in 2006.
o HIER F;' ) T;'l pgﬁﬁfgﬁ]%%@p Sass ¢ In comparison, the increase in the size of labour force
T IEIfJi'@mFEEI ELERE > fli— Je]udt F Y having attended social sciences courses was more
27ﬂ MR D R 1152f » B remarkable, up by 90.2% from 0.27 million in 1996 to
90.2% - 0.52 million in 2006.
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Chart 2.7
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Distribution of employed persons by occupation

()
Percentage (%)

100.0
18.6 195
800 ,,,,,,, — | _ _ _ e — | _ P P | _ e - _ _ _ _ _ ]
8.2 e . e 5.8
7.1
60.0 - - - - - - 160~ -
] S S S S S S
SRR S ] S ) S S e S S S
SRR S ] S ) S S e S S S
40.0 F---18.3 [ Tl R R ket b byt et
SRV S ) S )
P
19.3
200 F---17.1 _ _ _ _ _ _ __ __ e I I
57f 65
73 9.7
0.0
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
AR S R EY EIE L %Ii f —
Il vianagers and PiofessiFonals ASSOC ate CIeFrks
administrators professmnals
%m; [Ew Yy ?‘ﬁfi‘lr, TEBOVE R E BT R B (A R R
" E I:l Craft and elated E el Eﬁ - Elementary occupations
Services workers and workers Plant and  machine and others
shop sales workers operators and assemblers

TPRIR - PR R FIL FRETEA A (T (AR g : 2887 5508 ) _
Source : General Household Survey Section (2), Census and tatistics Department (Enquiry Telephone No.: 2887 5508)
4 N
o I F- FEOGHEZ Y- (K - e In 2010, over one-third of the employed persons
R EES RS O PO EIJ?F', e IR worked in the managerial or professional grades,
R N (9.7% ) Hi N E1(6.5%) including: managers and administrators (9.7%),
wggﬁ;’ﬁ%ﬁ: " (19.3%) professionals (6.5%) and associate professionals
(19.3%).
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Chart 2.8

¥ RS HIRI PR WDRR * B T T
Percentage of persons working as professionals/associate professionals by
industry grouping
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/ - - - \
i’ SRS NS G [L_i (Eg & & Professionals and associate professionals are
NN AR g “ Mg3s5 1) prevalent in financing, insurance, real estate,
k’/ SHEE RGN e T D% professional and business services as well as public
T E R - E R ﬁﬂ*{’?#’ N administration, social and personal services. These
iSK! "T ¥ - bgqﬁ”b; ¥ H W HE A sectors took up more than half of the professionals
E - bgqﬁ”b;j s n\F’lglr— g1 and associate professionals in Hong Kong throughout
the period between 2008 and 2010.
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Chart 2.9 Percentage of information technology (IT) workers in the labour force
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Sources:  Vocational Tralnlng C(Euncn (Enquiry Telephone No.: 3907 6650)

e N
o PUESEETUTHE| aﬁ—ﬁﬁﬁ At o ¢ According to the findings from the latest round of IT
JH»”* TFOFE ,% E| 73 400 * ﬁ;J PEE Y SHE manpower survey, about 73400 persons were
rng T B “*E*J MR 2% e engaged in IT-related work in 2010, representing 2%
of the labour force.
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Chart2.10 Number of non-local talents and professionals approved for employment in

Hong Kong
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Note : Flgures refer to the number of non-local talents and professionals approved for employment in Hong Kong under the
various employment-based policy, scheme and arrangement, which include General Employment Policy, Admission
Scheme for Mainland Talents and Professionals, Immigration Arrangements for Non-local Graduates, etc.
R *?ﬁh m( I 1 2824 6111)
Source : Immigration Departmeﬁnt (Enquiry Telephone No.: 2824 6111)
e N
o I F- FFLIER Hﬁ?%‘/f—“1~ iR ¢ The number of non-local talents and professionals
$5 vt BT 38 820 * oI HHF- FE approved for employment in Hong Kong reached
TR FE R JEA BYE R ?%F some 38 820 in 2010, representing an average annual
WEH A Elﬁlﬂ BT R 8.2% - growth rate of 8.2% during the period from 2001 to
2010.
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Chapter 3
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Innovation System
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Importance of Innovation and Technology in a
KBE

3.1 Innovation is a crucial determinant of
competitiveness, productivity and economic growth of an
economy. It is also a key factor to address global
challenges and achieve sustainable development. In
general, the innovation system of an economy represents
the network of organisations comprising business
establishments, public technology support organisations
and higher education institutions to produce and diffuse
innovations and  assimilate  new  technologies.
Development of a KBE is not possible without an effective
innovation system that taps into the growing stock of
global knowledge, keeps up with the knowledge
revolution and assimilates new knowledge to meet the
changing needs of an economy.

3.2 Broadly speaking, innovation activities include all
scientific, technological, organisational and commercial
steps which lead to the implementation of innovations.
There are essentially four types of innovation: product
innovation, process innovation, organisational innovation
and marketing innovation. The first two categories relate
to the development of new or significantly improved
products and processes and are collectively referred to as
technological innovation (TI). Tl covers not only
research and development (R&D) activities but also
activities required for implementation and
commercialisation of R&D output into products of
commercial values and practical production and delivery
processes to be adopted by business establishments.
Organisational innovation (e.g. change in organisational
structure, implementation of new corporate strategy, use of
advanced management techniques, etc.) and marketing
innovation (e.g. change in aesthetic appearance of
products, adoption of different marketing strategies, etc.)
are collectively referred to as non-technological
innovation.
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3.3 The process of innovation capacity building in an
economy generally involves indigenous R&D efforts and
acquisition of foreign technologies.  Some business
establishments do not innovate alone and they collaborate
with public technology support organisations or higher
education institutions to develop new products and
services. This reinforces the interactions among business
establishments, government and higher education
institutions in conducting innovation activities.

34 Overall speaking, innovation and technological
changes drive the development of a KBE through their
effects on production methods, business practices and the
structure of economies.

Innovation System in Hong Kong

35 To reflect the innovation performance of Hong
Kong, a suite of statistical indicators which are closely
related to the innovation process are selected (Table 3.1).
A summary of relevant statistical analyses is presented
below.

Research capacity

3.6 A key determinant of the innovation capability of
an economy is the level and intensity of resources
deployed to R&D activities. Although Hong Kong does
not have a very strong R&D base, the deepening research
culture is evidenced by the increase in gross domestic
expenditure on R&D (GERD) from $7.1 billion in 2001 to
$12.8 billion in 2009. GERD as a ratio to GDP also went
up from 0.55% in 2001 to 0.79% in 2009. (Chart 3.1)

3.7 The R&D activities in the business sector are
largely market-driven, whereas those in the higher
education sector include both basic and applied research
activities which contribute to building up the research
capacity of the economy and development of new
technologies, products and processes. In Hong Kong,
both the business sector and the higher education sector
are the major R&D performers. In 2009, the business
and higher education sectors accounted for 42.7% and
53.3% respectively of the GERD. The Government
mainly plays a facilitating role, providing infrastructural
and funding support to businesses, higher education
institutions and public technology support organisations.
(Charts 3.2 and 3.3)
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3.8 R&D expenditure in the business sector rose
substantially from $2.1 billion in 2001 to $5.5 billion in
2009, reflecting the increasing R&D efforts made by the

business establishments to explore product/process
innovations  for improving their competitiveness.
(Chart 3.4)

3.9 Stepping up of R&D activities in the higher
education sector was also phenomenal in recent years.
The R&D expenditure in the higher education sector
increased from $4.8 billion in 2001/02 academic year to
$6.8 billion in 2009/10 academic year. In Hong Kong,
R&D activities in the higher education sector were mainly
financed by the Government. (Chart 3.5)

3.10 The Government mainly plays the role of a
facilitator in driving the economy’s technology and
innovation upgrading through provision of funding
support and technological infrastructure.  While the
Government is not a major performer of R&D activities,
expenditure on R&D activities undertaken in the
government sector increased from around $0.2 billion in
2001 to $0.5 billion in 2009. Since 1999, the
Government has set up the Innovation and Technology
Fund to support business establishments for carrying out
applied R&D. The setting up of the Hong Kong Science
Park, Hong Kong Applied Science and Technology
Research Institute Limited, and five R&D centres also
reflect on the Government’s commitment to providing an
environment conducive to R&D activities. (Chart 3.6)

3.11  Investment in R&D (in terms of expenditure on
R&D) and human capital (in terms of personnel to carry
out R&D activities) are reflection of the present level of
research capacity of an economy. In 2009, the total
number of researchers expressed in full-time equivalent
stood at 19 283 which was more than double that in 2001
(9 149). The number of researchers per 1 000 persons in
the labour force maintained at the level of around 5 in
recent years. (Chart 3.7)

Business innovation activities

3.12  Among all business establishments in Hong Kong,
the percentage of innovative establishments (i.e.
establishments that have undertaken T1 or non-TI or both)
increased from 16.0% in 2001 to 39.3% in 2009.
(Chart 3.8)
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3.13  Business expenditure on technological innovation
activities consolidated in recent years, after a period of
rapid growth in the early 2000’s. (Chart 3.9)

Collaboration in innovation activities

3.14  Innovation is a multi-disciplinary process which,
in some cases, involves collaboration and partnership
among organisations from various sectors. Collaboration
and co-operation in innovation activities is conducive to
knowledge transfer and exchange. In 2009, some 500
business establishments had engaged in co-operation
arrangement on R&D activities with other parties. In
terms of the broader area of technological innovation, the
number of business establishments with co-operation
arrangement on technological innovation with other
parties was larger, at around 1 800. Collaboration in the
area of innovation mainly exists between business
establishments in Hong Kong and their partners in the
Pearl River Delta Economic Zone in the mainland of
China, reflecting the close economic tie between the two
places. (Charts 3.10 and 3.11)

Output of R&D

3.15 Intellectual property rights of inventions and
innovations are protected through patents. Thus,
statistics on patenting activities reflect to a certain extent
the output of R&D in an economy. The number of patent
applications in Hong Kong rose by 43.7% from 8 569 in
2000 to 12 316 in 2010. During the same period, the
number of patents granted in Hong Kong increased from
2970 in 2000 to 5875 in 2010, representing a significant
increase of 97.8%. (Chart 3.12)

3.16 The United States (US) is one of the major
markets for Hong Kong as well as for other economies.
The number of patents granted under the US patent system
also provides a useful reference for comparison of R&D
output of different economies. The number of US patents
granted to Hong Kong residents increased by 34.3% from
540 in 1999-2000 to 725 in 2009-10. (Chart 3.13)

3.17  The total number of research output items is also
regarded as a quantitative measure of R&D output of
higher education institutions, engaging in basic research as
well as applied research. The total number of research
output items was over 21000 each year during the
academic years 1999/2000 to 2009/10. (Chart 3.14)
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International transfer of technology

3.18 External trade in high technology (high-tech)
products and technology balance of payments are useful
indicators for gauging international transfer of technology
and know-how as well as reflecting an economy’s
capability of assimilating technology. Between 2000 and
2010, the value of total exports of high-tech products
increased at an average annual growth rate of 14.3%,
which was distinctly faster than that of 6.8% for the total
merchandise exports of Hong Kong. In tandem with the
robust export trade in high-tech products, the value of
imports of high-tech products increased at an average
annual growth rate of 12.9%, also at a faster pace than that
of 7.3% for the total merchandise imports of Hong Kong.
(Chart 3.15)

3.19  The share of total exports of high-tech products in
Hong Kong’s total exports of goods also went up markedly
from 22.7% in 2000 to 44.7% in 2010, reflecting the
growing importance of high-tech products in international
trade. In tandem, the value of total exports of high-tech
products as a ratio to GDP surged from 27.1% to 77.7%
during the same period. (Charts 3.16 and 3.17)

3.20  Technology balance of payments (TBP) registers
commercial transactions related to international transfer of
technology, as measured by receipts and payments for the
use of patents, licences, know-how, trademarks, designs,
patterns, technical services and for the financing of R&D
activities carried out abroad etc. Hong Kong has been
recording a deficit in its TBP account each year since
2000. The deficit in the transactions of intellectual
capital and services reflects that the business
establishments in Hong Kong are active in assimilating
imported technology to meet the rising local needs for
more innovative and technological activities, thereby
enhancing the competitiveness of the Hong Kong
economy. (Chart 3.18)
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Concluding Remarks

3.21  Increased interactions among business
establishments, government and higher education
institutions in Hong Kong have facilitated the creation and
dissemination of new knowledge, as well as the
establishment of an environment conducive to innovation
and technology diffusion. Such innovation-led
environment is favourable to international transfer of
technology and technical know-how which in turn
reinforces the position of Hong Kong as a KBE.
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Table 3.1 List of Statistical Indicators for Measuring the Innovation System Aspect of a KBE

e T

Factors relating to innovation system

A R

Statistical indicators

T Y RIS 5 P
[,

Research capacity and intensity of R&D
activities performed by different
institutional sectors

- A PPAREA S AT A B AR Tk

Gross domestic expenditure on R&D as a ratio to GDP

. H’Fﬂ:ﬁi ISR 5T P4 PP AR 5T T

Dlstrlbutlon of gross domestic expenditure on R&D by field of
R&D activity

ORI 4 BPRRER 5 7)

Distribution of gross domestic expenditure on R&D by R&D
performing sector

- T TSRO A 2 R o

Business expenditure on R&D as a ratio to GDP

PSPPI AT 9 ARt

ngher education expenditure on R&D as a ratio to GDP

. PSRRI A £ 2 2 AR

Government expenditure on R&D as a ratio to GDP

L BT g “xgw IN [ IHIFI JEIU[MF el

Number of researchers per 1 000 persons in the labour force

= Tt A

Business innovation activities

- ETE AR RSV T

Percentage of business establishments having undertaken
innovation activities

- R PR SRR I AR S A

Business technologlcal mnovation expenditure as a ratio to total
business receipts

PR M AR Ry (R
Collaboration arrangement on R&D and
innovation activities

R A PR T PRIV g B
Percentage of business establlshments having cooperation
arrangement on R&D activities with other organisations

E W PSRRI L PRSI (S VT RS o

Percentage of business establishments having cooperation
arrangement on technological innovation activities with other
organisations

P
Output of R&D

- TR S RIORE

Number of patent applications and patents granted in Hong
Kong

e g Jlﬂﬁvﬂ R E ] PEF} | S J«%J* FlIReE !
Number of patents granted to Hong Kong residents by the
United States Patent and Trademark Office
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Factors relating to innovation system Statistical indicators
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Higher education research output items per million population

LA Lo et Bl et el Ul

R HIG Y A F R SHEFE AR YR Percentage of value of imports and exports of high-tech
Openness of an economy towards products in the total value of overall merchandise trade
international transfer of technology, = . e
intellectual capital and services 2 (IR RN VETRD R R TR o

Value of total exports of high-tech products as a percentage of
value of total merchandise exports

3 ﬂﬁ@ﬁm TERLIL €T fAEISEA By 2 S
Value of total exports of high-tech products as a ratio to GDP
4. L OSTIEYD T R AHARES A 4 e
Technology balance of payments flows/balance as a ratio to
GDP
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Chart 3.1 Gross domestic expenditure on research and development (GERD) as a

ratio to GDP
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Chart 3.2 Distribution of gross domestic expenditure on R&D (GERD) by field of
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Chart 3.3 Distribution of gross domestic expenditure on R&D (GERD) by R&D
performing sector
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Chart 3.4 Business expenditure on R&D (BERD) as a ratio to GDP
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Chart3.5  Higher education® expenditure on R&D (HERD) as a ratio to GDP
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Chart3.6  Government” expenditure on R&D (GOVERD) as a ratio to GDP
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U feR] > L Y& 0 Sl %pﬂj ¥ o Government has been playing the role of a facilitator
ol b D FEE ?iﬁﬁzﬁﬂﬁﬁgﬁ by providing funding and infrastructural support to
B FlE 48%51%?&'@&[9% o [FI R R&D activities. In fact, 48% of the total R&D
= JeedeF RS g R R 2T expenditure in Hong Kong was financed by
bR A AT BRI R e T Government in  2009. The Innovation and
ﬁ;ﬁ}ﬁ‘y it Fﬁ wWE SRR Fﬁ |[jai’F‘JIgﬁ;i fli Technology Fund was set up in 1999 to support
o L El%?’?éﬁr%I | IRl i (A e 3R projects that contribute to innovation and technology
oo upgrading. The Government also provides
infrastructural support to facilitate technological
upgrading and  development  through  the
establishment of the Hong Kong Science Park and
various R&D centres.
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Chart 3.7
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Number of researchers® per 1 000 persons in the labour force

’FEZI?; F TEEET
Number of researchers

A

PR T ISR R
Number of researchers per 1 000
persons in the labour force

JI&

24000 6.00
20 000 5.00
16 000 4.00
12 000 3.00
8000 2.00
4000 1.00
0 0.00
2001 2002 2003 2004 2005 2006 2007 2008 2009
. B G S PP FART
W“E-@\TE ' —— Number of researchers per 1000
Number of researchers persons in the labour force
ek 1) FokL Qr IR ETITOERL PR 2 P G0 B R IR WIS (]
Elvﬂ%
Note : (1) The countlng unit for number of researchers is Full-time Equivalent, which is defined as the actual number of
employee man-months deployed to R&D activities during the reference year divided by 12.
ORI PR R RS (R ¢ 2887 5560)
Source : Science and Technology Statlstlcs gectlon Census and Statistics Department (Enquiry Telephone No.: 2887 5560)
4 B ks ] N
& ST HTEN IR ﬁl‘ﬁg BrEFiZ % e The number of researchers per 1000 persons in the
e EFEJZ 67 * A =D FHFJ-FpU5.24 labour force increased from 2.67 in 2001 to 5.24 in
koo 20009.
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Chart 3.8 Percentage of business establishments having undertaken innovation
activities

Fi7iE (%)
Percentage (%)

60.0
500 ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 4 §g 58,5 ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,
9,45 417 423 419 422 42,0 428
39.1 39.3
40.0
30.0
20.0
10.0
0.0
2001 2002 2003 2004 2005 2006 2007 2008 2009
i G Z sk P waaEneY
Technologlcal Non-technological . Overall innovation
innovation activities innovation activities activities ®

SRR (1 g |*%L.}F|1ﬁ;f# P ﬁjf&rwﬁ]%’ﬁjghﬂJﬁﬁrwﬁ%yf,ghﬂ/ﬁxﬂg SEER ﬁgiﬁk%puﬁlﬁ'—
P\lote (1) Figures refer to the percentages of business establishments that had undertaken in the respective years,
technological innovation activities or non-technological innovation activities or both.

PRI PREDERRRR R (A 2887 5560 )
Source : Science and Technology Statistics gectlon Census and Statistics Department (Enquiry Telephone No.: 2887 5560)

4 N

. f?, SNl F TRV T A A Y o & The percentage of business establishments that had
I L ) O%iﬁr‘@l - undertaken innovation activities surged from 16.0%
FF e F Y 39.3% - in 2001 to 39.3% in 2009.

& I FFIeF F T SRR | B ¢ In 2009, the percentage of business establishments
F(‘ il (A ?t‘ﬁ‘ LRI Eis ’?[ F Al engaged in non-technological (organisational and
O &&’ﬁf fY p 77 R 39.1% - marketing) innovation was 39.1%, much higher than
if -y ffréjH?%iF, (& Fff[ K FH A that of 3.3% for business establishments engaged in
FRUAIE) BT RS 4; fV Fr oy B technological (product and process) innovation.
(3.3%) ﬁ Uil % o532 BRI t‘ﬂFﬁ peES This was due largely to the service-oriented nature of

fﬁﬂ R IRY ;t;&fﬁvzj B SR ERUB=N! the majority of business establishments in Hong
NI R I Kong.
& J
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Chart 3.9
business receipts

T AR AR PR F B AR S AR B R T o

Business technological innovation (TI) expenditure as a ratio to total

EIF'I?U

T35 (%)

A — BT HAE © H

$ million Percentage (%)
30,000 0.30
0.27

25,000 0.25
20,000 0.20
15,000 0.15
10,000 0.10

5,000 0.05

0 0.00
2001 2002 2003 2004 2005 2006 2007 2008 2009
o B T RS A PR R B
A L R -~ ﬁ'iﬁi ﬁlrﬁ%ﬁ%ﬁ o1
Business TI expenditure Business TI expenditure as a ratio
to total business receipts

PRI VR PR R R A 2887 5560 )
Source : Science and Technology Statlstlcs gectlon Census and Statistics Department (Enquiry Telephone No.: 2887 5560)

/ _ . . . . . . N
R ?t‘ﬁ‘ = wﬁj;@?h R 3 A 4-5“4 ¢ Business expenditure on Tl consolidated in recent
FEFT _Lﬁ‘rgf,'w B0 T T E years, after a period of rapid growth in the early
i gﬁj[a” o 2000’s.

. j ﬁ? FM% ey 3 g %Frif Y iF’,E?é%E ¢ The intensity of businesses undertaking TI, measured
e r“wﬁj%ﬂﬂf‘* 3 ﬁltﬁw in terms of expenditure on TI activities as a ratio to
ﬂ\]?flgapJPj« +E @F' o F| f; P ph total business receipts, receded to 0.17% in 2009 from
FPHE Y 0. 27%fé b [pilE = = - ?F the peak of 0.27% in 2004.
Y 0.17% -
o %
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Chart 3.10 Percentage of business establishments having cooperation arrangement
on R&D activities with other organisations
PR TI3E= (%)
Number of busmess establishments Percentage (%)
3000 60.0
2500 50.0
2000 40.0
1500 30.0
1000 20.0
500 10.0
0 0.0
2001 2002 2003 2004 2005 2006 2007 2008 2009
e =g . R O (PR SRR e
LR AR 1 SRR 1Jfgﬁﬁ§§1f,§4§zﬂré%ﬁﬁrﬁlIljj ij "
%*ﬁ it Number of business establlshments having R&D

Number of business establishments having  —e—
cooperation arrangement on R&D activities with
other organisations

cooperation arrangement as a percentage of total
number of business establishments having undertaken
R&D activities

TR DOREEE R (AR
Source : Science and Technology Statistics gectlon Census and Statistics Department (Enquiry Telephone No.: 2887 5560)

2887 5560 )

r’ DOFFIE o 4T ATT [ mﬁ&ﬁg ¢ In 2009, a total of 477 business establishments (or\
(g& IF’T"EJ 1 #’Pjré;gg iF *JpJ m T;ekﬂ;n\?l 9.4% of all business establishments having
EIF EH 9.4%) H“#?Faﬁi S ErEE R f&%ﬁ undertaken R&D activities) had cooperation
kg FIE =T J‘%~ =+ RSy arrangement on R&D activities with other parties, as
Eﬁ FLE £| 265 [#] (29.9%) i&kfr ;t‘;l f compared with 265 establishments (29.9%) having
F i Ai ¥E- such kind of arrangement in 2001.

N Y,
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Chart3.11 Percentage of business establishments having cooperation arrangement
on T1 activities with other organisations

i FI?J%%%%’(E' F1778 (%)
Number of establishments Percentage (%)
6 000 30.0
26.0
5000 25.0
4000 20.0
3000 15.0
2 000 10.0
1000 5.0
0 0.0
2001 2002 2003 2004 2005 2006 2007 2008 2009
" *Tﬂ ﬂ(a—gﬁgﬁjéﬁfl == HE%IJ F‘?
id#iwﬁﬂ%@?i"*ﬁ?“f PR A f&&*%gr 'J:k'rr”J s L T
g e [ FIRUE p 1
Number of business establishments rl:lumber_“ Of bus;ness establlsh;nents
having cooperation arrangement on TI avmgt co]?pte;allon art:angefm ke)n asa
activities with other organisations percentage of fotal number Of LUSINESS
establishments having undertaken TI
activities
s S ST e Sl e T 2887 5560 )
Source : Science and Technology Statlstlcs gectlon Census and Statistics Department (Enquiry Telephone No.: 2887 5560)
4 I
¢ - %r’%r’*} P TFE JEETREr" (]| %F FIpN ¢ Among those business establishments which had
ﬁk)f—ﬁ‘ fli s ) 1833 il (Y 20 5%) undertaken TI activities in 2009, there were 1 833 (or
M f&%ﬁ FTT j e 15 %9?1{, iy i [E: 20.5%) establishments having cooperation
:J/ FE arrangement on T1 activities with other parties.
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Chart3.12  Number of patent' applications and patents granted in Hong Kong

FFIlEeE !
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4571 » ‘5—33‘.1 - // 6 099 5875
************************* i B - i
2.930 2441 _ &
~ _e ~ 3410
,,,,,,, S T T o T oo s
[ g
1417

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

IR I B SR
- NLF b£r of patent applications “®" Number t{)f patents granted

G)E%%%n§¢ RYER T bww Hl o T B ARO[ ERER R SRR 20 5
[ I Jﬂjus RS EL8 & -
1) There are two types of patent in Hong Kong, i.e. the standard patent and the short-term patent.  Subject to payment
of renewal fees, a standard patent in Hong Kong has a maximum term of protection of 20 years, whereas a
short-term patent has a maximum term of protection of 8 years.

epar

Source :

Intellectual Property tment (Enquiry Telephone No.: 2961 6901)

4 ™
. 7“ P WY H‘%ﬂ’ FIRCEVN S RFF A ¢ The total number of patent applications in Hong Kong
8 600 i H[ =T OFHEC F PV 14 400 increased from around 8 600 in 2000 to 14400 in
Fle D FH- FF L FT‘@\TJ £% 12 300 2007. In 2010, the number stood at 12 300.
F e
* T H f P HR S L F PO R HI%EJJ #] & The number of patents granted in Hong Kong
BT P S ER AT (U] - ) r«ﬁgew RO followed a fairly similar trend as the patent
- FEFAFEL 5900 f o i T HHEFRE applications. The number stood at around 5900 in
A4 45 3 000 Zf o 2010, compared with around 3 000 in 2000.
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Chart 3.13 Number of patents granted to Hong Kong residents by the United States
Patent and Trademark Office (USPTO)
S B i (AR NI S
N E‘JEA‘ g PR = R F
Number of patents granted to Number of patents granted by the USPTO
Hong Kong residents by the USPTO per million population in Hong Kong
1200 120.0
105.8 105.8
104.6
99.1 102.6
1000 100.0
800 80.0
600 60.0
400 40.0
200 20.0
0
1999-2000 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09 2009-10
: - RS R R T H PSS ]
A et
. {%FAHEUEJ%UE’VE' —e— Number of paten granted by the
umber of patents granted to Hong USPTO per million population in
Kong residents by the USPTO Hong Kong
AR AT B B IR AT > B F puA F 2 A A o
F\Iote : The financial year refers to federal fiscal year WhICh starts in October of a year and ends in September of the
following year.
TRRRIR s SUBRF gE e (Right ¢ hitp://www.uspto.gov/)
Source : USPTO (Website : http://www.uspto.gov/)
e N
& [BIHFSEF]F G ’%;[ESZIEJ! Il ¢ The number of patents granted by the USPTO to
MR D FEIEFAFE D Hong Kong residents was over 700 each year during
%r—z&ﬁu L~ R Jﬁ—*?:[ 3% FF.} B the period 2005-06 to 2009-10, except 2008-009.

Jﬁ’ FlIECE! 2 7 &y 700 ST -
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Chart3.14  Higher education research output items™® per million population
TS N I f © LIRHRTRO S gt
Number of research Nu mber of research output items
output items per million population
40 000 4 800
35000 f------- 4008 4200
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30000 F-— 27— ----"NC5770 "~ g g - - -~~~ e - 3600
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0 &) @®) 0
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RS g o ;;EI‘E‘JJ &0 T I IR
. Number of research Number of research output items per
output items million population
ﬁ%t%” : 1 el luﬁ;@w J Y EY ey uﬁ [ -
@ [ HEESm AL \7’4 - cu? ’Tr“ﬁbuﬁg’mngﬁrrw,;g
(3) EI—ML SR B ;,H;;,:P;gﬁu jeﬁ/frlﬂ;p o R, B RN E S e s ]
[ [ ,
(4) PR RGCE G E S e 2 S A g
Notes : (1) Figures cover only the higher education institutions funded by the University Grants Committee.
(2) Starting from 2000/01 academic year, research output of research postgraduate students is also included.
(3) New classification of research output category is adopted as from the 2001/02 academic year. Figures from the
2001/02 academic year onwards are therefore not strictly comparable to those of earlier years.
(4) Figures on the number of research output items refer to 1 July of a year to 30 June of the following year.
By SRR *%*f:ﬁ ﬁ”ﬂﬁ&‘ 1 (ﬁ“ :aiy 2844 9919 )
Source : University Grants C mmittee (EEquwy Telephone No.: 2844 9919)
4 )
o = :F’[T s e ., ErSp Jﬁ 5 = j‘”sr?g ¢ The total number of research output items by the
[ Ao g s Qrﬁ ' - Jefede /= higher education institutions funded by the
FEFS ST A 23100 = F University Grants Committee increased from around
TS FISFERY 24 400 - F r%lgglr 23 100 in 1999/2000 to 24 400 in 2003/04 and further
S R %% Ju /= FEEFE- to 26 300 in 2009/10. Higher education research
% 26300 fio % FHEDFMEE output items per million population ranged from
%‘: ?Tﬁ?) S = FEE R T & Fl ﬂ 3500 to 3 800 during the period 2003/04 to 2009/10.
PEUVRR RIS B LS A
3500_ 3800 /fH -
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Chart3.15 Percentage of value of imports and exports of high technology products in
the total value of overall merchandise trade

1 & FI53E (%)
$ billion Percentage (%)
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R ] 2 R T
g g geesgecn Bt
alue of total exports alue of imports of high —#— Percentage of value of imports and exports
of high technology technology products of high technology products in the total
products value of overall merchandise trade
PRIR T PR R AR (i 2887 5560 )
Source : Science and Technology Statistics Sectlon Census and Statistics Department (Enquiry Telephone No.: 2887 5560)

* ﬁgjk];fi‘g; #[Fu‘%"f 75 E«l;gj(mplwgp D)
(T2 FFFF Y 8,012 | gm&ﬂjﬁfﬂz*
T He EE 28523 fER o ]
FY®Y Bh A fil [F'—FZ; Fﬁ‘l‘ [ Fﬂ"?f bh €T fifi O
oy B T Y 24.8% ) = T
T FEF Y 44.6% o

~
¢ Total value of merchandise trade (exports plus

imports) in respect of high technology products
increased markedly from $801.2 billion in 2000 to
$2,852.3 billion in 2010. The share of total trade in
high technology products in the total value of overall
merchandise trade also surged from 24.8% in 2000 to
44.6% in 2010.

J
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Chart3.16  Value of total exports of high technology products as a percentage of value
of total merchandise exports

4 B 138 (%)
$ billion Percentage (%)
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talrl:: IOf torta(Ij etxports of high B Value of total exports of high
echnology products technology products as a percentage of

value of total merchandise exports

TRRIRIR . BORRR R RS A 2887 5560 )
Source : Science and Technology Statlstlcs gectlon Census and Statistics Department (Enquiry Telephone No.: 2887 5560)

4 )
* .'Jflériﬁg Fﬁ‘l FU%Z?E,' TLTETf [;Eil =[J?F,7.I:% & The value of total merchandise exports (comprising
PR D)5 2 FFFF 20 5 F domestic exports and re-exports) of high technology
F F_TJ ulFl 3,568 {7 gz 13,556 f& products grew at an average rate of 14.3% per annum,
Juo T F R 14.3% - from $356.8 billion to $1,355.6 billion between 2000
and 2010.

* Fﬁ?ﬁfmﬁ s 2 fﬁ#, prs 4 z‘;}’ﬁ” i ¢ Most of Hong Kong’s exports of high technology
ko @‘f, YA i 2 ™ %ﬁ? K H]J products belong to the  category  of
telecommunications and sound recording, and

reproducing apparatus and equipment.
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Chart3.17 Value of total exports of high technology products as a ratio to GDP
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technology products

CPRIRIp s DR R R A

:Ellgﬂ; 2887 5560 )

Science and Technology Statlstlcs gectlon Census and Statistics Department (Enquiry Telephone No.: 2887 5560)

-

o FAU IR A

ELRGET Rk
o R R

WA= F FERTTI% -

PYYE FIAE T o IH# =
B 5 SRL 75 W R
S B IR B flﬁﬁ:ﬁ
CFOEE > I FEES
F E= T F FEF Y 63.6% -

TSR = {ﬁ ¢ In tandem with the rapid growth in external trade of
fifl AF1S5F A 34 high technology products, the value of total exports of
E: ¥ AT F“ﬂrpl FEFF21.1% high technology products as a ratio to GDP went up
markedly from 27.1% in 2000 to 77.7% in 2010.

LRI e Hong Kong’s exports
F ol had benefited from the robust economic growth in the

2 fol Y mainland of China.

%Z?E LV A remained as Hong Kong’s largest export destination

fv 34.4% for high technology products in the past decade, with
its share in total export value of high technology
products of Hong Kong increasing from 34.4% in
2000 to 63.6% in 2010.

~

of high technology products

The mainland of China

J
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Chart3.18  Technology balance of payments (TBP) flows/balance® as a ratio to GDP

F155 5 (%)
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R (1) A&Ek = 00— Ui
P\Iote : (1) Balance = Receipts - Payments
TRRIR - BERSHERFAEFR ( 2887 5560 )
Source : Science and Technology Statlstlcs gectlon Census and Statistics Department (Enquiry Telephone No.: 2887 5560)
4 N
& HWpu eI EIEY IR T T S5 e Hong Kong recorded a deficit in its TBP account each
FEEDFFIF R L TR year throughout the period from 2000 to 2009. In
o T I FFE T > EAHIFEY A b%,;;? 2009, the deficit in the transactions of intellectual
PO Bhpl1ERH 63 7 (AR £ By % capital and services amounted to $6.3 billion (at 0.4%
Ay 0.4%) pyus-g o 5@\7‘%* of GDP), reflecting the need of business
rp? &‘Wrﬁ %EA f‘ﬁF‘i /f S ‘EJ’ FIF] 43t establishments in Hong Kong for import of
[MEJ“EI BEE ) e technology and know-how to maintain their
competitiveness.
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Chapter 4 Business Environment
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Business Environment Conducive to the

Development of a KBE

4.1 A KBE flourishes under a business environment
and institutional framework which promote efficient
access to ICT, development of highly-educated and
highly-skilled workforce and establishment of an
effective innovation system.  The nurturing of a
competitive and fair regulatory environment for business
fosters entrepreneurs to explore new business
opportunities and generate ideas for innovation. The
availability of intellectual workers with professional
knowledge is beneficial to the growth of high value
added industries. Also, an open economy helps to
attract the inflow of foreign investment, talents and
technology.

Business Environment in Hong Kong

4.2 A business friendly environment facilitates the
creation, acquisition and use of knowledge which in turn
contribute to the knowledge-led economic development.
A suite of statistical indicators is selected to portray how
conducive is the business environment of Hong Kong to
its development towards a KBE. The selected indicators
are listed in Table 4.1. The latest socio-economic
conditions of Hong Kong are summarised in the following
paragraphs.

Service-oriented economy of Hong Kong

4.3 Hong Kong is a renowned international city of
commerce.  The economy has emerged into an
international financial centre and trading hub in the
region. The highly service-oriented structure of Hong
Kong is manifested by the significant economic
contribution of the services sector, accounting for 92.6%
of the GDP at basic prices in 2009. (Chart 4.1)
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4.4 The ongoing structural transformation of the
Hong Kong economy towards high value added activities
and the advancement of information technology had
stepped up the transition to more knowledge-based
activities in the economy, as manifested by an expansion
of the knowledge-based industries (KBI). KBI refers to
a cluster of industries with intensive use of high
technology and/or having highly skilled workforce. In
Hong Kong, the employment size of the KBI was
515900 in 2009, accounting for 14.8% of the total
employment. In the same year, the value added of KBI
amounted to $356.1 billion, contributing to 23.0% of the
GDP at basic prices. (Charts 4.2 and 4.3)

Openness of the economy

4.5 Hong Kong is one of the most globally
connected economies with free trade, free flow of
information and capital, as well as unrestricted access to
the territory.  The value of Hong Kong’s total
merchandise trade was more than triple the value of
GDP. In 2010, the value of total merchandise trade
reached $6,395.9 billion, equivalent to 367% of GDP.
In the same year, Hong Kong ranked 10™ in the world in
terms of the value of total merchandise trade. (Chart 4.4)

4.6 Apart from trade in goods, the value of trade in
services is also huge. In 2010, the value of exports and
imports of services amounted to $826.9 billion and
$395.2 billion respectively.  The ratio of trade in
services to GDP stood at 70.1% in 2010. (Chart 4.5)

4.7 According to the latest report from the United
Nations Conference on Trade and Development, Hong
Kong was Asia’s second largest recipient of foreign
direct investment in 2009. As at the end of 2009, the
positions of inward and outward direct investment at
market value were $7,262.1 billion and $6,453.7 billion
respectively. Their respective ratios to GDP were 448%
and 398%. (Chart 4.6)

4.8 As an international business city, Hong Kong
attracts quite a number of enterprises from all around the
world to set up business in the city. In 2010, there were
a total of 3638 regional headquarters and regional
offices in Hong Kong. (Chart 4.7)
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Economic performance

4.9 The Hong Kong economy is generally resilient
to volatility in the global economy. The economy
bounced back with real GDP growth of 7.0% in 2010,
following the decline of 2.7% in 2009 in the aftermath of
the global financial tsunami. Per capita GDP in real
terms also recorded a respectable growth of 6.0% in
2010. (Charts 4.8 and 4.9)

4,10 Investment in fixed assets such as building and
construction as well as machinery and equipment, as
measured by the gross domestic fixed capital formation,
amounted to $374.6 billion (at 21.5% of the GDP) in
2010. (Chart 4.10)

The labour market

4,11  The level of utilisation of labour is generally
high in Hong Kong. The unemployment rate came
down to 4.4% in 2010. (Chart 4.11)

4,12  The labour market is generally flexible. The
female labour force participation rate went up from
49.9% in 2000 to 52.0% in 2010. Over the same
period, the male labour force participation rate dropped
from 73.5% to 68.6%. (Chart 4.12)

4,13  Labour productivity is one of the key
determinants of the sustainable growth of an economy.
The labour productivity indices (LPI) reflect how
efficiently labour input is used for generating real output.
In Hong Kong, the overall LPI increased at an average
annual growth rate of 3.1% during the period from 2000
to 2009. (Chart 4.13)

Socio-economic profile of residents

4.14  The households in Hong Kong had generally
become more affluent over the last decade. The
proportion of households with monthly income under
$4,000 dropped from 8.2% in 2000 to 7.7% in 2010,
while that with $50,000 and over increased from 11.3%
to 12.5% during the same period. In 2010, the median

monthly ~ household  income  reached  $18,000.
(Charts 4.14 and 4.15)
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4.15 Hong Kong is one of the most densely populated
cosmopolitans in the world. The mid-2010 population
was 7.07 million, with a density of 6 540 persons per
square kilometer (excluding marine population and area
of reservoirs). The size of the population increased by
an average of 0.6% per annum in the past decade.
(Chart 4.16)

4.16  Hong Kong’s population is ageing. The median
age rose from 36.2 in 2000 to 41.1 in 2010. The trend
is mainly attributable to the continuously low fertility
rate and mortality improvement experienced by the
population. (Chart 4.17)

Concluding Remarks

4.17  The business environment in Hong Kong is
generally conducive to nurturing the development
towards a KBE. The market-oriented policies
implemented by the Government also provide a level
playing field for all market participants, promoting
entrepreneurship and creativity.
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Table 4.1 List of Statistical Indicators for Measuring the Business Environment Aspect of a KBE

EERBUAAE RV SR
Factors relating to
business environment

SR

Statistical indicators

NENES SRS e
Serwce oriented economy of Hong Kong

AR T AL PR BTG 4 25 AR AT 1)
i

Percentage contribution of economic activities to GDP at basic
prices

TR R Y g
Number of establishments and persons engaged in
knowledge-based industries (KBI)

SR Iae SIS Sl e R R R T T
Fioik=
Value added of KBI as a percentage of GDP at basic prices

AV S5 B R

Openness of the economy

Y BARRLTARE IS 340 o A o=
Total value of trade in goods as a ratio to GDP

AT BT 4 1 2 o Ee e

Total value of trade in services as a ratio to GDP

G W 9 0 R AT £ T AP
Positions of inward and outward direct investment as a ratio to
GDP

E%Fmﬁ@;ﬁﬁ‘“ﬂ@b%?@gn;ﬁ’mggﬁ I
Number of regional headquarters and regional offices in Hong
Kong

Economic performance

F34 % A0S F PR
Annual GDP growth in real terms
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Per capita GDP growth in real terms

PR AT £ 2 R )

Gross domestic fixed capital formation as a percentage of
GDP

I

The labour market

R F

Unemployment rate
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Labour force participation rate by age group and sex
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Labour productivity indices of the whole economy and
selected major economic activities
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Chart4.1 Percentage contrlbutlon of economic activities to GDP at basic prices
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Chart 4.2
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Chart4.3  Value added of KBIV® as a percentage of GDP at basic prices
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Chart4.4  Total value of trade in goods as a ratio to GDP
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Chart 4.5 Total value of trade in services as a ratio to GDP
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Chart 4.6 Positions of inward and outward direct investment (DI) as a ratio to GDP
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Chart4.7  Number of regional headquarters® (RHQs) and regional offices” (ROs) in
Hong Kong
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Figures reffer to the first working day of June of the respective year.

(1) An RHQ is an office that has managerial control over offices in the region (i.e. Hong Kong plus one or more other
places) on behalf of its parent company located outside Hong Kong.

(2) An RO is an office that coordinates offices and/or operations in the region (i.e. Hong Kong plus one or more other
places) on behalf of its parent company located outside Hong Kong.

(3) The definitions of RHQ and RO were revised in 2006. Hence, figures from 2006 onwards may not be strictly
comparable with those for earlier years.

Business Expectation Statistics Section, Census and Statistics Department (Enquiry Telephone No.: 2805 6112)
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Chart4.8  Annual GDP growth in real terms
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Chart 4.9

e YR T

Per capita GDP growth in real terms

REEIE 157 (%)
Percentage change (%)

12.0

-8.0
@ @
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
TRRITVE ¢ AR N SRR (<) (A ?*"’r T : 2582 5077)
Source : National Income Branch (1), Census and Statistics Department (Enquiry Telephone No.: 2582 5077)

[

o T A ME KPR B

-

\
& Per capita GDP of Hong Kong increased by 6.0% in

JuE g R PR 3.0%E 0 D F - F 2010 in real terms, following the 3.0% decline in
[l 4] 6.0% - 2009.
J
F“,?%F — HIBERE MERA T R - -77 - Hong Kong as a Knowledge-based Economy

— A Statistical Perspective 2011



B 4.10 1 PRI A TR AR £ By 2 R ARV 53 P
Chart4.10 Gross domestic fixed capital formation (GDFCF) as a percentage of GDP
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The unemployment rate peaked at 7.9% in 2003 with

the outbreak of the Severe Acute Respiratory
Syndrome (SARS). With the recovery of the Hong
Kong economy, unemployment rate fell to 3.6% in
2008.  In 2010, unemployment rate stood at 4.4%.
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Chart 4.12

Labour force participation rate by age group and sex
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Source : General Household Survey Section (2), Census an
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JStatIStICS Department (Enquiry Telephone No.: 2887 5508)
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* F",?ﬁpfﬁsﬁéﬁ LT FEEFE Y 337

MR E T % FF Y 365 J 3
[RECIEEA R N EI[JFH 61.4% ™ [
= 59.7% - BiE Vo BPEC T [EF Ry 4
FUCI SR ) p S ) R
[FI TP S5 & | TR BB TR -

& The labour force of Hong Kong increased steadily

~

from 3.37 million in 2000 to 3.65 million in 2010.
The labour force participation rate dropped from
61.4% to 59.7% during the same period. This means
that the growth in population of working age (i.e.
population aged 15 and over) was faster than the
growth in the labour force during this period.
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major economic activities
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Labour productivity indices (LPIs) of the whole economy and selected
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Labour Productivity Index =+ ,ﬁ}% @E*Jpn} (%)
(Year 2000 = 100) Average annual percentage change (%),
T EEREF =100 2000-2009
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2003  2004* 2005  2006* 2007* 2008 2009 Chainvolume  Person- iﬁff
measure of hours i
value added worked EP
g’ﬁ%ﬁi’; 1057 1110 1168 1241 1286 133.0 1319 +3.7 +0.5 +3.1
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Selected Major Economic Activities
' 925 924 954 1012 1014 1012 99.4 4.7 -4.6 0.1
M;ﬁufacturing
ERERESSTEC s 113.8 1195 1271 1298 1335 1392 1434 +1.8 2.2 +4.1
lectricity, gas and water
ﬂ%@k’%‘ﬁ 4 9.4 989 1055 1141 1201 1256 122.7 +2.9 +0.6 +2.3
WhoIesaIe and retail trade
PERMNEZ4TE 4 1222 1337 1498 1646 1717 1924 1879 +7.2 0.1 +7.3
Import and export trade
s RTINS 4 736 870 945 1042 1080 1113 1095 +1.0 § +1.0
Restaurants and hotels
i 1068 1149 1217 1271 1314 1364 1326 +3.4 +0.2 +3.2
Transpot't and storage
SIS 4 161.4 1695 1904 201.8 2122 2274 2338 +7.6 2.1 +9.9
Communications
E-IE 4 1132 1360 1464 1680 1923 1787 181.6 +9.3 +2.3 +6.9
Financing
fi B 1270 1398 1275 1500 157.8 170.0 1742 +7.2 +0.7 +6.4
Insurance
ShRE - § ﬁ@éb&iO.OS%;V e
F\Iote: § Change within +0.05%.
PRI PRAAFHE R & B AR (R ¢ 28021273)
Source : Logistics and Producer Prices tatlstlcs Section, Census and Statistics Department (Enquiry Telephone No.: 2802 1273)
4 ,. o )
& 1D FHFFFEDFFWFRD FBZ% =7 ¢ The overall labour productivity index increased at an
= A TFE' S 3.1%pPY 2 HR R LT average annual growth rate of 3.1% during the period
ﬂjﬁ o from 2000 to 20009.

¢ 7 [FJ%;fNF,;#JpJ”*j N J@gﬂﬁ £ & Variations in labour productivity changes among
N ﬁ[ ARINECIEAE GREAN ﬂf p A T different economic activities were observed, with the
FEFF D FFIF WM F largest increase recorded in communications, at an
1V 0 o ESaE 5 Y u W .9%
TR S 9.9% I[= E’?%éw S H average annual growth rate of 9.9% from 2000 to
[ 2 7 R A bﬁ"fﬁ;lfﬁﬁ( EH?{ 2009. This was conceivably due to technological
[BENET R I SRR CEINOR =1 SR improvements and re-structuring of organisations
E'd #{E%ﬁ ) F FTJ o (including corporate downsizing amidst liberalisation

of market access and intensified competition) of
telecommunications service providers.
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Number of domestic households by monthly household income
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4 )

¢ Among some 2.33 million domestic households in
Hong Kong in 2010, about 44.5% of them had

EL /T2 10,000 7+ = 29,999 7 o monthly household income ranging from $10,000 to
$29,999.
o J
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Chart 4.15
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Median monthly household income of domestic households

Source :
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< In tandem with the changes in economic situation of
Hong Kong, the median monthly household income
declined from $18,000 in 2001 to $16,000 in 2003
and stabilised at that level until 2005. In 2010, the
median monthly household income had returned to
the same level of $18,000 as in 2001.

J
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Chart4.16  Mid-year population and annual growth rate
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Source : Demographic Statistics Section, ensus and Statistics Department (Enquiry Telephone No.: 2716 8345)

/ - - - - - \

* T lpgﬁ -4 F 5 Fﬁ?ﬁﬂ’v MO R E R ¢ The size of the population in Hong Kong increased at
0.6% - an average annual growth rate of 0.6% in the past

decade.

& FERALYE S P puE - o The fertility rate is one of the main factors influencing
Ei[ﬂ-ff» T‘@%GE&*D% E R population growth. The total fertility rate indicated
BT m - AR ﬁ 1108 7, that 1 000 women in 2010 would bear, on average,
S RN 0 T Rl 0 7 I e S IS F] only 1108 children during their lifetime, which was
2100 &~ ¥ guﬁlﬁ»'ﬂ‘ ° well below the replacement level of 2 100 children

per 1 000 women during their lifetime.
\_ 9%
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Chart 4.17 Population pyramids
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/0 F g QFEI FEFTF 36.2 A & The population is on an ageing trend, as revealed by\
=R FEFRVALLG PR [ the increase in median age of the population, from
Y (“'Eliv;%z%}} o 36.2 in 2000 to 41.1 in 2010.

& S A F o R IRV RRE RS E | A A o ¢ The gender composition of the population had
N %f%j;:?ﬁp Frm T Ifﬁ E| 967 & changed during the past decade. In mid-2010, there
P =2 5= FEFEF 5T 8P were 881 males per 1000 females, recording a
I*F“F/ I*EI\TE‘“'W@ h= 881 ¢ o AEIRTE decline as compared with 967 males per 1000
IZER ATRIRIE S ﬁl@\'fﬁ‘}‘ﬁ%ﬁﬁéﬁ.’ﬁ”ij females in mid-2000.  Although there was a
B (BRLE fEpug=d Sk pikpugsd S consistently moderate excess of boys over girls
MIERRE (X ) = q,—Hl[aszlmi*‘ﬂé%ﬁgFF[ﬁU among the new-born babies, the relatively lower
A p] = %}éﬁ LA I 5@*@% mortality rate of females compared with males, the
AN C (N i QN Bt S8 L I large excess of females over males among the
W ﬁﬂﬂlﬁﬁ&@ W] S g A o = one-way permit holders from the mainland of China
Ao and the considerable number of female foreign

domestic helpers coming to work in Hong Kong were
the major reasons for the shift in sex ratios.
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Broadband refers to Internet access service, which
allows user to access the Internet and Internet related
services, with transmission speed from hundreds of
kbps (kilobits per second) to several Mbps (Megabits
per second) (1 Mb = 1024 kb). Cable modems, ATM
(asynchronous transfer mode), Ethernet, ADSL
(asymmetric digital subscriber line), other types of
DSL  (digital ~ subscriber line) and FTTB
(Fibre-to-the-building) are technologies commonly
used for provision of broadband connection.

Business establishments having purchased goods,
services or information through electronic means
refer to business establishments having confirmed the
orders or purchases of goods, services or information
completely through electronic means.

Business establishments having sold goods, services or
information through electronic means refer to
business establishments having sold their goods, services
or information through electronic means if they offer and
accept orders or purchases that are placed completely
through electronic means. Apart from the sales of
goods, services or information through electronic means
such as the Internet, telephone, etc., this should include
cases where an establishment, in accordance with an
agreement with its client, automatically delivers certain
product to the client for replenishment of stock when the
establishment learns, through electronic means, that the
stock kept by the client falls to a certain level.

Cooperation  arrangement on  research  and
development (R&D) activities refers to active
participation in joint R&D projects with other
organisations. Active  participation  involves
contribution of project funding, knowledge and
technology know-how plus setting of project goals and
direction. Pure contracting out of R&D work with no
active participation is not regarded as cooperation.

Hong Kong as a Knowledge-based Economy
— A Statistical Perspective 2011
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Cooperation arrangement on technological innovation
(TI) activities refers to active participation in joint TI
projects (including research and development) with other
organisations. Active  participation  involves
contribution of project funding, knowledge and
technology know-how plus setting of project goals and
direction. Pure contracting out of Tl work with no
active participation is not regarded as cooperation.

Direct investment (DI) represents external investment
which allows an investor of an economy to have a
lasting interest and a significant degree of influence or
an effective voice in the management of an enterprise
located in another economy. For statistical purpose, an
effective voice is taken as equivalent to a holding of 10%
or more of the equity in an enterprise.

DI comprises equity capital, reinvested earnings and
other capital. Equity capital means equity in branches;
and shares in subsidiaries and associates. Reinvested
earnings consist of investors’ share of earnings not
distributed by the subsidiaries or associates. Other
capital mainly involves inter-company debt transactions.
These include short-term and long-term borrowing and
lending of funds between parent companies and their
branches, subsidiaries and associates.

(@ Inward DI refers to DI in a Hong Kong enterprise
by a non-Hong Kong resident. Typical examples
are multinational corporations’ branches and
subsidiaries operating in Hong Kong.

(b) Outward DI refers to DI by a Hong Kong resident in
a non-resident enterprise.

Domestic household consists of a group of persons who
live together and make common provision for essentials
for living. These persons need not be related. If a
person makes provision for essentials for living without
sharing with other persons, he/she is also regarded as a
household. In this case, the household is a one-person
household.  Figures on domestic households for
reference periods starting from the first quarter of 2001
and thereafter do not include households comprising
Mobile Residents only. Mobile Residents are Hong
Kong permanent residents who have stayed in Hong
Kong for at least one month but less than three months
during the six months before or for at least one month
but less than three months during the six months after
the reference time-point, regardless of whether they are
in Hong Kong or not at the reference time-point.

Hong Kong as a Knowledge-based Economy
— A Statistical Perspective 2011
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Educational attainment refers to the highest level of
education ever attained by a person in school or other
educational institution, regardless of whether he/she had
completed the course. Only formal courses are counted
as educational attainment. A formal course must last
for at least one academic year, require specific academic
qualifications for entrance (except sub-degree, associate
degree, degree and post-graduate courses offered by the
Open University of Hong Kong) and include
examinations or specific academic assessment
procedures.

(@ No schooling — including those who had never
attended a formal course.
(b) Pre-primary — including all classes in

kindergartens and child care centres.
(c) Primary — including Primary 1-6 in all schools.

(d) Secondary — including secondary 1-7 or equivalent
in all schools, project Yi Jin and classes at craft
level.

(e) Post-secondary - non-degree — (1) certificate and
diploma level courses in local or non-local
institutions; and (2) higher certificate, higher
diploma, professional diploma, associate degree,
pre-associate degree, endorsement certificate,
associateship or equivalent courses and other
sub-degree level courses in local or non-local
institutions.

(f) Post-secondary - degree — including all first
degree courses in local or non-local institutions.

(9) Post-secondary - postgraduate — including taught
and research postgraduate courses in local or
non-local institutions.

Electronic means refer to the processing and
transmission of digitised data, which are transmitted
through electronic media such as the Internet and
designated private network.

Field of research and development (R&D) activity
facilitates an organisation to classify its R&D resource
allocation according to the area of research, i.e. what
area of research is being performed. Five major fields
of R&D activity are identified as follows:

(@ Natural sciences cover mathematics and computer
sciences; physical sciences; chemical sciences; earth
and related environmental sciences; biological
sciences and agricultural sciences.

Hong Kong as a Knowledge-based Economy
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(b) Engineering and technology cover civil engineering;
electrical engineering; electronics; and other
engineering sciences (such as chemical, mechanical,
metallurgical and materials engineering, textile
technology, other allied subjects).

() Medical sciences cover basic medicine; clinical
medicine; and health sciences.

(d) Social sciences cover psychology; economics;
educational sciences; and other social sciences (such
as business management, law, political sciences,
sociology).

(e) Humanities cover history; languages and literature;
and other humanities (such as philosophy, arts,
musicology, theology).

Gross domestic expenditure on research and
development (GERD) is the total in-house research and
development (R&D) expenditure performed within a
country or territory during a given period. It includes
R&D activities performed within a country or territory
and funded from abroad but excludes payments made
abroad for R&D activities. As implied by its definition,
GERD is a comprehensive measure of R&D activities
performed in a country or territory and it covers the
following sectoral R&D expenditure:

(a) business expenditure on R&D (BERD);
(b) higher education expenditure on R&D (HERD); and
(c) government expenditure on R&D (GOVERD)

Gross domestic fixed capital formation (GDFCF)
covers the gross value of investment expenditure on
building and construction as well as machinery,
equipment and computer software. Costs incurred in
the transfer of ownership of assets (including related
taxes or duties paid) are also included.

Gross domestic product (GDP) is a measure of the total
value of production of all resident producing units of a
country or territory in a specific period, before deducting
allowance for consumption of fixed capital.

High technology products include aerospace equipment;
office.  machines and automatic data processing
machines; telecommunications and sound recording and
reproducing apparatus and equipment; medicinal and
pharmaceutical ~ products;  scientific  instruments;
electrical machinery; chemical materials and products;
and non-electrical machinery.

Hong Kong as a Knowledge-based Economy
— A Statistical Perspective 2011
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Information and Communication Technology (ICT)
sector in Hong Kong covers three groups of industries
engaged in the following economic activities
respectively:

(@) manufacturing of ICT products;
(b) distribution of ICT products; and
(c) provision of ICT services.

In defining the industry coverage of ICT sector,
reference has been made to the guidelines promulgated
by the Organisation for Economic Co-operation and
Development (OECD).

Information technology (IT) workers cover personnel
working in areas of IT/software development; IT sales;
telecommunications and networking; IT education and
training; general 1T management; field support;
systems programming; database; IT security; and
operation services.

Investment in information technology (IT) equipment
and software covers the following three types of
expenditure:

(@) expenditure on purchases of computer hardware
(e.g. personal computers, mainframes, notebook
computers, storage devices and components) and
peripherals (e.g. printers and scanners) for own
use;

(b) expenditure on purchases of computer programs,
software and databases for own use, including
both standard ones available in the market and
those specifically designed/developed by other
establishments; and

(c) cost of in-house development of computer
programs and databases for own use.

Knowledge-based industries (KBI) cover
high-technology manufacturing industries (including
manufacture of such products as pharmaceuticals,
computer, electronic and optical products; aircraft and
spacecraft); medium-high-technology manufacturing
industries (including manufacture of such products as
chemicals other than pharmaceuticals, machinery and
equipment, electrical equipment, motor vehicles and
trailers, railroad and other transport equipment);
communications; finance and insurance; and business
services (excluding property  services). The
classification of KBI in Hong Kong is modelled on the
relevant industry classification of the Organisation for
Economic Cooperation and Development (OECD).

Hong Kong as a Knowledge-based Economy
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Labour force refers to the land-based non-institutional
population aged 15 and over who satisfy the criteria for
being classified as the employed population or the
unemployed population. Inmates of institutions and
persons living on board vessels are excluded.

(&) The employed population comprises all employed
persons. For a person aged 15 or over to be
classified as employed, that person should:

(i) be engaged in performing work for pay or
profit during the seven days before
enumeration; or

(i) have formal job attachment (i.e. the person
has continued receipt of wage or salary; or
has an assurance or an agreed date of return
to job or business; or is in receipt of
compensation without obligation to accept
another job).

(b) The unemployed population comprises all
unemployed persons. For a person aged 15 or
over to be classified as unemployed, that person
should:

(i) have not had a job and have not performed
any work for pay or profit during the 7 days
before enumeration; and

(i) have been available for work during the 7
days before enumeration; and

(iii) have sought work during the 30 days before
enumeration.

However, if a person aged 15 or over fulfils the
conditions (i) and (ii) above but has not sought
work during the 30 days before enumeration
because he/she believes that work is not available,
he/she is still classified as unemployed, being
regarded as a so-called “discouraged worker”.

Notwithstanding the above, the following types of
persons are also classified as unemployed:

(i) persons without a job, have sought work but
have not been available for work because of
temporary sickness; and

(ii) persons without a job, have been available
for work but have not sought work because
they:

« have made arrangements to take up a new
job or to start business on a subsequent
date; or

Fﬁi{fr — HIBERE AERA T R - -92 - Hong Kong as a Knowledge-based Economy
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e were expecting to return to their original
jobs (e.g. casual workers are usually
called back to work when service is
needed).

Labour force participation rate refers to the proportion
of labour force in the total land-based non-institutional
population aged 15 and over.

Labour productivity index (LPI) is calculated by
dividing a real output index by an index of labour
input. Conceptually, it is compiled as:

VAJ/VAo

— %100
HW/HWo.

where VA, chain volume estimates of value added

in period t;

VA, = chain volume estimates of value added
in period O;

HW, = total person-hours worked in period t;
and

HW, = total person-hours worked in period 0.

For sectoral LPIs, real output is measured by the chain
volume estimates of value added as compiled in the
national accounting framework. Labour input is
measured by the person-hours worked, which is
calculated as the product of the number of persons
engaged and the average actual hours of work.

For compiling the LPI for the economy as a whole, the
net output used is the chain volume measure of GDP,
while labour input is based on the Composite
Employment Estimates of the whole economy together
with the average actual hours of work.

Non-residential gross domestic fixed capital
formation refers to the value of gross domestic fixed
capital formation less the gross value of investment
expenditure on residential buildings.

Occupation refers to the kind of work, nature of duties
and main task performed by a person in his/her main job
during the seven days before enumeration. The
classification used basically follows the major groups of
the International Standard Classification of Occupations
(1988) or ISCO-88 for abbreviation, with local
adaptation for Hong Kong.

Hong Kong as a Knowledge-based Economy
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Managers and  administrators — including
administrators, commissioners and directors in
government service; consuls; councillors; directors,
chief executive officers, presidents, general
managers, functional managers, branch managers
and small business managers in industry, commerce,
import and export trades; wholesale and retail
trades, catering and lodging services, transport;
electricity, gas, water and other services; and
agricultural and fishery sectors.
Professionals — including qualified professional
scientists; doctors, dentists and other medical
professionals; architects, surveyors and engineers;
vice-chancellors, directors, academic staff and
administrators of universities and post-secondary
colleges; principals and teachers of secondary
schools; statisticians; mathematicians; system
analysts and computer programmers; lawyers and
judges; accountants; business consultants and
analysts; social workers; translators and interpreters;
news editors and journalists; writers; librarians and
members of religious orders.

Associate  professionals — including  science
technicians; nurses and midwives; dental assistants

and other health associate professionals;
architectural, ~ surveying and  engineering
technicians; optical and electronic equipment

controllers; ship pilots and air traffic controllers;
principals and teachers of primary school and
kindergarten/nursery; statistical assistants; computer
operators; law clerks; accounting supervisors;
public relation officers; sales representatives;
designers; estate managers; social work assistants;
superintendents, inspectors and officers of the police
and other discipline services; performers and
sportsmen.

Clerks—including stenographers, secretaries and
typists; bookkeeping, finance, shipping, filing and
personnel clerks; cashiers and tellers; receptionists
and information clerks.

Service workers and shop sales workers—including
air hostesses and travel guides; house stewards;
cooks and waiters; baby-sitters; hairdressers and
beauticians; rank and file of the police and other
discipline services; transport conductors and other
service workers; wholesale and retail salesmen in
shops; shop assistants and fashion models.

Hong Kong as a Knowledge-based Economy
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(f) Craft and related workers—including miners and
quarrymen; bricklayers, carpenters and other
construction workers; metal moulders; blacksmiths;
machinery, electric and electronic instrument
mechanics; jewellery workers and watch makers;
potters; typesetters; bakers, food and beverage
processors; painters; craft workers in textile,
garment, leather, rubber and plastic trades; and other
craft workers.

(@) Plant and machine operators and assemblers—
including well drillers and borers; ore smelting
furnace operators; brick and tile kilnmen; sawmill
sawyers; paper makers; chemical processing plant
operators; power-generating plant and boiler
operators; asbestos cement products makers; metal
finishers and electroplaters; dairy and other food
processing machine operators; printing machine
operators; machine operators for production of
textile, rubber and plastic products; assemblers;
drivers; seamen; other plant and machine operators.

(h) Elementary occupations—including street vendors,
domestic helpers and cleaners; messengers; private
security guards, watchmen, freight handlers, lift
operators; construction labourers; hand packers; and
agricultural and fishery labourers.

(i) Others—including farm workers, animal husbandry
workers and fishermen; and other unidentifiable or
inadequately described occupations.

Patent protects innovations developed by organisations
or individuals. A patent is a right in law conferred by a
national or territorial official agency to an inventor. It
gives the patent owner a monopoly of the invention and
its industrial or commercial exploitation for a limited
period and within a given territory. A patent can be
bought/sold or transferred under a licence, either in
whole or in part.

Per capita gross domestic product (GDP) of a country
or territory is obtained by dividing total GDP in a year
by the population of that country or territory in the same
year.

Personal computer (PC) includes desktop computer,
laptop/notebook/netbook/tablet computer and palm top
/Personal Digital Assistant (PDA), but excludes digital
diary and electronic dictionary.

Post-secondary education includes non-degree courses,
degree courses and postgraduate courses.

-05- Hong Kong as a Knowledge-based Economy
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Professionals/associate professionals refer to persons
engaged in the following categories of occupation:

(a) physical, mathematical and engineering science
professionals;

(b) information technology/computer professionals;
(c) life science and health professionals;
(d) teaching professionals;

(e) legal, accounting, business and related
professionals;

(f) social science and other professionals;

(g) physical, mathematical and engineering science
associate professionals;

(h) information  technology/Computer
professionals;

(i) life science and health associate professionals;
(J) teaching associate professionals;

(k) legal, accounting, business and related associate
professionals; or

() social services and other associate professionals.

associate

Research and development (R&D) activities refer to
creative work undertaken on a systematic basis so as to
increase the stock of knowledge, including knowledge of
man, culture and society, and the use of this knowledge
to devise new products/services/applications and
improve existing products/services/applications. They
can be conducted in such fields as natural sciences,
engineering and technology, medical sciences, social
sciences and humanities.

The way of distinguishing R&D activities from similar
activities is the presence of an appreciable element of
novelty or innovation and the resolution of scientific
and/or technological uncertainty, i.e. when the solution
to a problem is not readily apparent to someone familiar
with the stock of commonly used knowledge and
techniques in the area concerned.

Research and development (R&D) centres aim to
harness Hong Kong’s advantages in applied research,
intellectual  property protection, business-friendly
environment and proximity to the manufacturing base in
the Pearl River Delta region, to thrive as a regional
technology service hub. The following five R&D
centres were set up in 2006 :

(&) Automotive Parts and Accessory Systems R&D
Centre Limited;

(b) Hong Kong R&D Centre for Information and
Communications Technologies;

Hong Kong as a Knowledge-based Economy
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(c) Hong Kong R&D Centre for Logistics and Supply
Chain Management Enabling Technologies;

(d) Nano and Advanced Materials Institute Limited;
and

(e) The Hong Kong Research Institute of Textiles and
Apparel Limited.

Research output items cover the University Grants
Committee-funded institutions” overall creative output
items that are not directly related to teaching during the
specified reference period (i.e. 1 July of a year to 30
June of the following year). Items accepted by journals
but not yet published within the reference period are not
included. According to the definition set out by the
University Grants Committee, research output categories
generally include: scholarly books, monographs and
chapters; journal publications; conference papers;
creative and literary works, consulting reports and case
studies; and patents, agreements, assignments and
companies. Written work with co-authorships is also
included, and the counting rule is to pro-rata according
to the number of authors. For example, a paper with 4
authors will be counted as 0.25 item for each author.
For performance, exhibitions and similar items, the same
counting method is adopted (each participant is however
counted as 1 for the figures prior to 2005/06 academic
year). Research output items of both academic and
research staff are covered. Starting from 2000/01
academic year, research output items of research
postgraduate students are also covered.

Researchers refer to persons with scientific or
technological training (usually with completion of
post-secondary education in a field of science such as
natural sciences, engineering and technology, medical
sciences, social sciences and humanities) who are
engaged in professional work of research and
development (R&D) activities; and administrators and
other high-level personnel who direct R&D activities.

Technological innovation (T1) refers to the introduction
of a technologically new or significantly improved
product (goods or service) to the market or of a
technologically new or significantly improved process
within an establishment. The TI can be based on the
results of new technological developments, new
combinations of existing technology or utilisation of
other knowledge acquired by the establishment. TI
activities cover all in-house and outsourced R&D
activities.

Hong Kong as a Knowledge-based Economy
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The Technology balance of payments (TBP) statistics of
Hong Kong are compiled with reference to the
recommendations promulgated by OECD. Generally,
TBP registers commercial transactions related to
international transfer of technology, as measured by
receipts and payments for the use of patents, licences,
know-how, trademarks, designs, patterns, technical
services and for the financing of R&D activities carried
out abroad etc. Specifically, TBP can be distinguished
into four major categories as follows :

(a) trade in techniques (through transfer of patents and
non-patented inventions, patent licensing, and
disclosure of know-how);

(b) transactions involving trademarks, designs and
patterns;

(c) services with a technical content (including
technical and engineering studies as well as
technical assistance); and

(d) research and development activities.

Total business receipts in general refers to income
received through sales of goods and services. Also
included are:

(@) receipts from rental of machinery and equipment;

(b) interest receipts;

(c) rental income from letting/subletting land and
premises;

(d) dividends;

(e) gain/loss from trading of financial assets; and

(f) income from other sources, e.g. gross margin (i.e.

sales of goods less costs of goods sold) and
commissions realised from offshore trading.

Total information technology (IT) expenditure is
defined to cover the following four types of
expenditure:

(a) expenditure on purchases of computer hardware
(e.g. personal computers, mainframes, notebook
computers, storage devices and components) and
peripherals (e.g. printers and scanners) for own
use;

(b) Expenditure on purchases of computer programs,
software and databases for own use, including
both standard ones available in the market and
those specifically designed/developed by other
establishments;

Hong Kong as a Knowledge-based Economy
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(c) payments for other IT-related services (e.g. system
design and development; computer training;
Internet page design; Internet connection; website
hosting; computer equipment leasing; and repair
and maintenance of computer products); and

(d) cost of in-house development of computer
programs and databases for own use.

Trade in services refers to exports of services and
imports of services. It covers transactions in services
between Hong Kong residents and the rest of the world.
The major service groups include transportation
services; travel services; merchanting and other
trade-related services; and other services. Other
services cover a wide variety of services including
financial services; insurance services; and business and
professional services.

Unemployment rate refers to the proportion of
unemployed persons in the labour force.

Value added measures the net output of an economic
activity, i.e. the value of gross output less the value of
intermediate consumption (i.e. goods and services used
up in the course of production).

Webpage is an electronic document accessible on the
Internet, which provides information in a textual,
graphical or multimedia format.

Website is a collection of related webpages that
includes a beginning page called home page. A
website has an address (often unique) to facilitate users
in accessing their intended home page.
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Means of Obtaining Publications and Other Statistical Products
of the Census and Statistics Department

Website

Users may download statistical publications free
of charge from the website of the Census and
Statistics  Department  (www.censtatd.gov.hk/
products_and_services/products/publications/

index.jsp).

Some publications of the Census and Statistics
Department are available in print versions and
are offered for sale online at the Government
Bookstore of the Information  Services
Department (www.bookstore.gov.hk).

Mail Order Service

A mail order form for ordering or subscribing to
print versions of publications is available in some
of the Department’s publications. Completed
form should be sent back together with a cheque
or bank draft covering all necessary cost and
postage. The order form is also available for
downloading on the website of the Department
(www.censtatd.gov.hk/products_and_services/
other_services/provision_of_stat/mail_ordering_
of_publications/index.jsp).

Sales Centre

Print versions of publications and CD-ROM
products are available for purchase and
collection on the spot at the Publications Unit of
the Census and Statistics Department at the
following address :

19/F Wanchai Tower
12 Harbour Road, Wan Chai, Hong Kong.

Tel. : (852) 2582 3025
Fax : (852) 2827 1708

The Unit also provides a reading area where
users may browse through various publications
of the Department on display.

ﬁ’l Zall ’ by o .. .
I ;F’[ FIEAV R Bl Publicity/educational leaflets and pamphlets of
the Department are also available for collection.
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