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7 Projected Industrial Floorspace Requirements 
  

7.1 This chapter is to present the short-term (up to 2018), medium-term (up to 2023) 

and long term (up to 2041) projections of industrial floorspace requirements in 

the territory.  The projections are made under the services for “Review of Land 

Requirement for Grade A Offices, Business and Industrial Uses” commissioned 

by PlanD in 2014.  Apart from the projections, an overview of the 

manufacturing and logistics sectors in relation to industrial floorspace 

requirements is provided. 

 

 An Overview of the Manufacturing Sector 

 

7.2 With economic transformation and rapid rise in production cost in the past     

few decades, most of the manufacturing productions in Hong Kong have been 

relocated to other lower cost locations in the Mainland and the Southeast Asia.  

Our manufacturing sector
19

 as a whole has been dwindling over the years, with 

the Gross Domestic Product (GDP) dropped from $61 billion to $30 billion 

between 2000 and 2013.  Its contribution to GDP also dropped from 4.8% to 

1.4% during the same period while the percentage share of the total employment 

was reduced from 6.4% to 2.9%. 

 

7.3 As at 2013, the three most important sub-sectors of manufacturing in Hong 

Kong were “food, beverages & tobacco” (28% of the sector’s value-added and 

29% of its employment), “metal products, machinery & equipment” (24% of the 

value-added and 19% of its employment) and “paper products, printing & 

reproduction of recorded media” (15% of the value-added and 18% of its 

employment) (Figure 7-1).  It is worth noting that the paper/printing 

sub-sector is closely related to the local consumption and operations and 

functions of the city, and the food/beverage sub-sector is related to both local 

consumption and export.  Between 2005 and 2013, three sub-sectors including 

“food, beverages and tobacco”, “chemicals, rubber & plastics and non-metallic 

mineral products” and “metal products, machinery & equipment” saw increases 

in value-added during the same period (52%, 58% and 31% respectively) 

(Figure 7-2).   In contrast, three sub-sectors, “wearing apparel”, “textiles” and 

“electrical, electronic & optical products” experienced large contraction (73%, 

69% and 67% respectively). 

 

  

                                                      
19

  According to C&SD, manufacturing industry includes spinning of cotton and other yarn, weaving and 

knitting of cotton and other fabrics; bleaching, dyeing, finishing; manufacturing of wearing apparel, 

knitwear and other made-up textile goods; and manufacturing of carpets, cordages, ropes and twines, food, 

beverage, tobacco, footwear, leather products, rubber products, plastic products, wood products, printed 

matters and paper products, metal products, machinery, chemicals, chemical products, glass and pottery. 
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Figure 7-1 Share in Value-Added and in Employment of Selected Industry 

Groupings within the Manufacturing Sector in 2013 

  

Source: Data from C&SD 

 

Figure 7-2 Changes in Value-Added and Employment by Selected 

Industry Groupings within the Manufacturing Sector    

(2005 - 2013) 

Source: Data from C&SD 

 

7.4 In recent years, the competitiveness of Pearl River Delta (PRD) in 

manufacturing industries has been decreasing due to rising costs, labour 

shortage and tightening environmental control.  The gap in these factors 

between Hong Kong and PRD therefore has started to narrow.  According to a 

research conducted by Federation of Hong Kong Industries (Feb. 2015) – 

“Made in PRD Study, Hong Kong Industry: The Way Forward”, a few Hong 

Kong manufacturers have relocated some of their productions (in particular, 

high-tech and high-value-added industries or the most value-added parts of the 

manufacturing process) back to Hong Kong and more are indicating their 
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intention to do so. 

 

 An Overview of the Trade and Logistics Sector 

  

7.5 Hong Kong is the eighth largest trading entity in goods in the world
20 

with a 

sophisticated trade and logistics services industry.  In 2013, the trade and 

logistics services sector
21

 is the largest sector in the Hong Kong economy, 

contributing to 23.9% of overall GDP and 20.6% of the overall employment.  

Despite the contribution of the logistics sector per se is relatively small (3.2% of 

GDP and 5% of employment), a number of other economic activities are 

dependent on the logistics sector, including port operations, e-commerce and 

on-line shopping, not to mention transportation and warehousing, its biggest 

affiliate-trade.  

 

7.6 Development of our logistics sector is well supported by the transportation 

infrastructure, policy, legal/accounting/tax systems as well as necessary labour 

and other human resources.  Our free port status, efficient and streamlined 

customs and trade regulations provide Hong Kong with considerable 

competitive advantage.   

 

7.7 Between 2000 and 2014, the total trade value of goods imported, exported and 

re-exported through Hong Kong increased from about $3.2 trillion to about $7.9 

trillion.  Of the total trade value, the trade value of air cargo (from 27% in 

2000 to 39% in 2014) and land cargo (from 29% in 2000 to 38% in 2014) is 

increasing while that of ocean cargo is dropping (from 39% in 2000 to 19% in 

2014) and river cargo is staying steady (at around 3% to 4 %) (Figure 7-3).  In 

terms of tonnage, the aggregate cargo throughput increased from 217 million 

tonnes to 326 million tonnes
22

 over the same period.   Seaborne, river and air 

cargo throughput recorded average annual growth of 3.0%, 6.1% and 4.9% 

respectively, while land cargo throughput recorded an average annual decline of 

3.5% during the same period.  As a result, the share of river cargo in total 

cargo throughput increased from 20% in 2000 to 31% in 2014, while the share 

of land cargo dropped from 19% to 7% (Figure 7-4). 

 

 

  

                                                      
20 

 The Mainland of China and Hong Kong Special Administrative Region Some Important Facts (December 
2014), Trade and Industry Department

 

21 
 According to C&SD, logistics refers to the process of planning, implementing and controlling the movement 
and storage of goods (including raw materials, goods in progress and finished goods), services and related 
information from the point of origin to the point of consumption.   

22
  Data extracted from C&SD; and Summary Statistics on Port Traffic of Hong Kong (April 2015), Hong Kong 

Port Development Council 
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Figure 7-3 Trade Value (Imports, Domestic Exports and Re-exports) by 

Mode of Transport 

 

Source: Data from C&SD 

 

Figure 7-4  Freight Movement by Mode of Transport 

 

Source:  Data from the Summary Statistics on Port Traffic of HK, April 2015, Hong Kong Port 

Development Council 

 
7.8 The Study on the Strategic Development Plan for Hong Kong Port 2030 

(HKP2030) forecasts that container throughput will expand to 31.5 million 

twenty-foot equivalent units (TEUs) in 2030 and container throughput demand 

for port facilities will continue to grow at an average rate of 1.5% per annum up 

to 2030, thus necessitating improvements within the existing port.  For air 

cargo, the current throughput at around 4.4 million tonnes and HK$3.1 trillion in 

value has already made Hong Kong the busiest air cargo hub in the world.  In 
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future, the Three-Runway System (3RS) is expected to enable Hong Kong 

International Airport to meet the forecast cargo demand of 8.9 million tonnes by 

2030
23

.  

 

7.9 In the face of increasing competition from neighbouring regions, Hong Kong’s 

logistics industry has been developing towards the provision of 

high value-added modern logistics services in recent years such as inventory 

management, regional distribution and global supply chain management, which 

are supported by sophisticated information and communications technology 

systems.  Besides, the fast growing trend for e-commerce and on-line shopping, 

in both business to business and business to consumer models, has boosted the 

demand for facilities for logistics and related industries. 

 

 Industrial Floorspace Requirements 

 

7.10 Considering factors such as data availability, drivers affecting growth of 

different sectors, reliability of projections and robustness of the methodologies, 

sectoral models are used to project the short- and medium-term requirement 

(2018 and 2023) whereas econometric model is used to project the long term 

requirement (2041). The floorspace requirements expressed below will be in 

terms of GFA. 

     

Short- and Medium-term Floorspace Projections 

 

 Manufacturing Floorspace Requirement 

 

7.11 The short- and medium-term projections of manufacturing floorspace 

requirement adopted an ‘elasticity-based’ approach, i.e. the percentage change 

in floorspace of ‘manufacturing/workshop’ floorspace in “I” and “OU(B)” areas 

between 2009 and 2014
24

 is compared with the percentage change in the 

number of persons engaged in the manufacturing sector in the same period to 

derive an elasticity ratio
25

.  The data shows that floorspace use has decreased 

by 0.67% for every 1% decreased in persons engaged in manufacturing.   

 

7.12 Using the figures on manpower requirements in manufacturing from Labour and 

Welfare Bureau’s “Report on Manpower Projection to 2022”, a rate of change 

was estimated for the number of persons engaged in manufacturing going 

forward.  The persons engaged in manufacturing is estimated to fall from about 

103,700 in 2013 to about 98,300 in 2023, representing a decrease of 5.2%.  

This, in combination with the above-stated elasticity measure suggests that the 

manufacturing floorspace requirement in IBs will be reduced from 2.21 million 

m
2
 in “I” and “OU(B)” areas in 2014 (according to subject Area Assessment) to 

                                                      
23 

 Forecast figure is based on the Three-Runway System proposal according to the Hong Kong International 

Airport Master Plan 2030.  
24

  The model makes use of survey data obtained from 2009 and 2014 Area Assessments conducted by PlanD. 

Floorspace surveyed as ‘manufacturing/workshop’ is relevant to projecting manufacturing floorspace 

demand in industrial buildings (particularly in flatted factories). 
25

  Due to lack of past data on manufacturing floorspace in flatted factories, an ‘elasticity-based’ approach 
adopting the findings of 2009 and 2014 Area Assessments formed the basis of the projection.  
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2.14 million m
2

 in 2023.  Based on subject Area Assessments, it is estimated 

that an additional 5% of manufacturing floorspace requirement is required to 

function as ancillary offices in the same premises to support the manufacturing 

activities.  Taking into account natural vacancy rate, the total resultant 

manufacturing floorspace requirement in IBs would become 2.33 million m
2
 in 

2014 and 2.25 million m
2
 in 2023 (Table 7-1).  

 

Table 7-1 Projected Manufacturing Floorspace Requirement in IBs  

(2018-2023) 

Floorspace 

Requirement 

(GFA in million m
2
) 

2014 

(Base Year) 

2018 2023 Net Change 

(2014-2023) 

Manufacturing  2.21* 2.17 2.14 -0.08 

Ancillary Offices 0.12 0.12 0.12 -- 

Total  2.33 2.29 2.25 -0.08 
 * The figure includes 5% of the non-response GFA identified in the survey of the subject Area 

Assessment.   

    Note:  The above figures may not add up to the total due to rounding.  The figures are adjusted 

with natural vacancy. 

 

 

 Logistics Floorspace Requirement 

 

7.13 Logistics activities are broadly classified into two categories: (i) high 

value-added modern logistics and (ii) general logistics/warehousing.   These 

activities can be accommodated in the following facilities: 

 

 (a)  purpose-built modern logistics facilities; 

 (b)  general logistics facilities;  

 (c)  flatted factories; and 

  (d)  logistics/warehousing facilities in brownfield
26

 sites in the rural New 

Territories which are not included in the projection due to the lack of 

floorspace information on such (some are open-air operations).  

 

7.14 Purpose-built modern logistics facilities are typically built to higher 

specifications: direct vehicle or ramp access, high ceiling height (at least 7m), 

large floor-plate (at least 10,000m
2
), heavy floor loading (at least 1700kg/m

2
) 

and with ample parking spaces.  They are suitable for higher value-added 

modern logistics activities such as regional distribution centres.  General 

logistics facilities are built to lesser specifications compared with the 

purpose-built modern logistics facilities, and general logistics/warehousing 

activities can be accommodated in these facilities.  IBs including flatted 

factories can be used for general logistics/warehousing activities.  However, 

some of the old existing stock of flatted factories may even be unsuitable for 

general logistics/warehousing for various reasons, including lack of suitable 

loading/unloading facilities.  For high value-added modern logistics activities, 

there is a preference for (a) over (b).  In contrast, while general 

                                                      
26  Brownfield sites generally refer to agricultural land in rural New Territories which are occupied by open 

storages, container yards and industrial workshops.  
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logistics/warehousing activities may prefer type (a) or (b) facilities if costs were 

equal, in practice they tend to stay in facilities (c) or at most (b) for cost 

considerations. 

 

7.15 Baseline stock of logistics floorspace in 2013 is derived on the basis of the 

occupied stock of Private Storage premises under R&VD and other identified 

modern logistics premises in 2013, as well as industrial floorspace indicated for 

‘warehouse/storage’ uses in subject Area Assessments.  After taking into 

account the latent demand and natural vacancy, the base year overall logistics 

demand is 16.57 million m
2
 GFA.   

 

7.16 The overall logistics floorspace is projected up to the year 2023 taking into 

account two main types of logistics demand, namely domestic demand 

(resulting from retained import) and import/export demand (resulting from 

re-export); the impact of GDP growth, relevant cargo volume growth and trends 

in the logistics industry on the logistics demand (such as increase in 

value-volume ratios due to goods becoming more valuable and miniaturization, 

change in retail demand, possible change to export/import tax system in the 

Mainland, etc.)
27

.   

 

7.17 With these considerations, the overall logistics floorspace requirement is 

projected to be 20.76 million m
2
 GFA in 2023, with an increase of 4.18 million 

m
2
 over 2013 (Table 7-2).  For the propose of matching the existing supply in 

IBs in subject Area Assessments, only the projected floorspace requirement in 

IBs would be relevant, i.e. a projected increase of 2.02 million m
2 

GFA in IBs 

for general logistics/warehousing. 

 

Table 7-2  Projected Logistics Floorspace Requirement (2018 and 2023) 

Floorspace 

Requirement 

(GFA in million m
2
) 

2013 

(Base 

Year) 

2018 2023 Net 

Change  

(2013-2023) 

Overall Logistics 

Requirement  

16.57 18.77 20.76 +4.18 

Purpose-built 

High value-added 

Modern Logistics* 

3.95 5.00 6.10 +2.16 

General logistics/ 

Warehousing in IBs 

12.63
#
 13.77 14.65 +2.02 

* Modern logistics assumed to contribute to 20%, 22.5% and 25% of total logistics demand in 

2013, 2018 and 2023 respectively. 

 # The figure includes 30% of the non-response GFA identified in the survey of the subject 

Area Assessments. 

 Note:  The above figures may not add up to the total due to rounding.  The figures are adjusted 

with natural vacancy. 

        

                                                      
27   

 It should be noted that assumptions in the logistics floorspace demand model are based on a combination 
of prior trends and projections of trends that would take place over the projection period – the validity of 
the projections will depend on whether the past trends would hold and whether the projected trends will 
materialise. 
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 Total Short- and Medium-term Floorspace Requirement in IBs 

 

7.18 The above sectoral models show that the estimated reduction in manufacturing 

(about 0.08 million m
2
 GFA) is inadequate to offset the projected increase in 

floorspace requirements in general logistics/warehousing use in IBs (about 2.02 

million m
2
 GFA).  There will be a requirement of 16.06 million m

2
 GFA in 

2018 and 16.90 million m
2
 GFA in 2023, which means an additional 

requirement of 1.94 million m
2
 by 2023 as compared with 2013/14 (Table 7-3). 

 

 

Table 7-3 Projected Short- and Medium term Industrial Floorspace 

Requirements in IBs based on Sectoral Models  

Floorspace  

Requirement 

(GFA in million m
2
) 

2013/14 

(Base Year) 

2018 2023 Net Change 

(2013/14-2023) 

Manufacturing in IBs 2.33* 2.29 2.25 -0.08 

General logistics/  

Warehousing in IBs 

12.63
#
 13.77 14.65 +2.02 

Total 14.96 16.06 16.90 +1.94 
 * The figure includes 5% of the non-response GFA identified in the survey of the subject Area 

Assessments  

 # The figure includes 30% of the non-response GFA identified in the survey of the subject 

Area Assessment.  

 Note:  The above figures may not add up to the total due to rounding.  The figures are adjusted 

with natural vacancy. 

 

 

 Long-Term Industrial Floorspace Projection 

 

7.19 An Econometric model is adopted to project long-term floorspace requirement 

up to 2041 for broad land use typologies, i.e. CBD Grade A Offices, Non-CBD 

Grade A Offices, General Business Uses, Industries
28

 and Special Industries
29

.  

Only market-driven uses are taken into account.  The future floorspace 

demands hinge on the change of Hong Kong and Guangdong GDP growth rates.  

After obtaining the aggregate floorspace demand, a proposed split or share 

percentage is applied to each broad land use typology having regard to the 

overall development direction of Hong Kong and the trend of economic 

development of different sectors.  For the purpose of matching the existing 

supply in IBs in the 2014 Area Assessment, the projected industrial floorspace 

requirement under the “Industries” typology would be most relevant.  Based on 

the Base Case Scenario of the Econometric model, the total projected industrial 

floorspace requirement is about 19.86 million m
2
, i.e. an additional requirement 

of 4.51 million m
2
 as compared with 2014 (Table 7-4). 

 

 

                                                      
28 

 Including manufacturing, general logistics and warehousing uses, or other industrial activities.
 

29  
 Including industries that have unique locational/operational requirement e.g. purpose-built modern logistics 
and high-tier data centres. 
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Table 7-4 Projected Long-Term Industrial Floorspace Requirement in 

IBs based on Econometric Model (Base Case Scenario) 

 2014 

(Base Year) 

2041 Net Change 

(2014-2041) 

IBs Floorspace Requirement^  

(GFA in million m
2
) 

15.35 19.86 +4.51 

^   The figures are adjusted with latent demand and natural vacancy. 

Note: The above figures may not add up to the total due to rounding. 
 

 

 Conclusion 

 

7.20 According to subject Area Assessments, only about 62.5% (i.e. about 6.21 

million m
2
 floorspace) of stock within “I” area are under industrial operations, 

while 37.5% are engaged in non-industrial activities (including 16.5% of office 

uses).  It is very unlikely that these non-industrial uses would be reverted back 

to industrial uses as they would continue to outbid relatively low value-added 

industrial uses in IBs.  In particular, the industrial stock in “OU(B)” area is 

expected to reduce even further, and will eventually be displaced in the long run, 

as these are the areas which have been undergoing transformation and will 

continue to change from industrial to non-industrial uses.   

 

7.21 As shown in Table 7-5, the existing IB stock of 9.93 million m
2 

in “I” zone 

based on the findings of the subject Area Assessment, together with IB stock in 

“OU(B)” zones that engaged in industrial activities, would not be able to meet 

the projected industrial floorspace requirements in IBs, i.e. 16.06 million m
2
 in 

2018, 16.90 million m
2
 in 2023 and 19.86 million m

2
 in 2041.  As a result, 

there would be additional requirements of 0.98 million m
2
 in 2018, 2.97 million 

m
2
 in 2023 and 9.93 million m

2
 in 2041.   

 

Table 7-5 Supply-Demand Balance of Industrial Stock in “I” and “OU(B)” 

Zones  

Floorspace (GFA in million m
2
) 2018 2023 2041 

Requirement in IBs  16.06 16.90 19.86 

Total Industrial Stock  15.08 13.93 9.93 

All Stock in “I” Zones* 9.93 9.93 9.93 

Stock in “OU(B)” Zones Engaged in 

Industrial Activities # 

5.15 4.00 0 

Balance -0.98 -2.97 -9.93 
* Figures based on subject Area Assessments 

#  Assumed industrial activities in “OU(B)” zones will all be displaced in 2041. The figures in 

2018 and 2023 are estimated in accordance with the declining trend from 2014. 

Note: The above figures may not add up to the total due to rounding. 
 

 

7.22 On one hand, demand for industrial floorspace is on the rise.  On the other, the 

planned supply of new industrial sites in the near term is limited and the lead 
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time for implementing New Development Areas (NDAs) is long and makes 

them impossible to supply new sites within the next ten years. 

 

7.23 There is a need to differentiate purpose-built high value-added modern logistics 

demand from those of general logistics, warehousing and manufacturing 

demand that would be accommodated in IBs.  While purpose-built modern 

logistics and new industrial accommodations are envisaged in the NDAs in the 

longer term (e.g. “OU (Technology and Business Park)” zone in Kwu Tung 

North and “OU (Logistics Facility)” in Hung Shui Kiu, there is still a need for 

IBs in “I” zone to cater for the strong demand for general logistics/warehousing 

demand arising from the significant growth of the trade and logistics sector.  

The proliferation of general warehousing uses in brownfield sites in the rural 

New Territories reflects that some of the general warehousing demand is 

currently accommodated in a sub-optimal manner due to shortage of suitable 

industrial premises. Even if there are new purpose-built accommodations to 

cater for modern logistics demand in future, there would not be many “I” sites 

within the existing industrial areas that could be released for general 

logistics/warehousing use.  That said, it would be appropriate to identify 

suitable un-disposed sites within these areas to facilitate development for 

logistics use. 

 

7.24 While our manufacturing sector has been dwindling over years, there are certain 

industries relating to local consumption and supporting the operations and 

functions of the city that need to stay in Hong Kong, e.g. “food, beverages & 

tobacco” and “paper products, printing & reproduction of recorded media” 

which are among the three most important manufacturing sub-sectors.  Besides, 

the existing industrial stock may also serve some of the demand for possible 

return of certain manufacturing industries or related operations from the 

Mainland.     

 

7.25 In view of the above, there is a need to retain the “I” zones, particularly those in 

the vibrant industrial areas to meet the short term and long term industrial 

floorspace requirements.  Moreover, given the existing and foreseeable 

shortage in industrial land supply, it is recommended that action be taken to 

identify undeveloped sites for industrial uses, or to facilitate better utilisation of 

under-utilised “I” sites to increase the supply. 

 


