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EXECUTIVE SUMMARY

Introduction

The Annual Survey of Companies in Hong
Kong Representing Parent Companies Located
outside Hong Kong is conducted by the Census and
Statistics Department in collaboration with Invest Hong
Kong to study the profiles of regional headquarters
(RHQs), regional offices (ROs) and local offices (L.Os)
in Hong Kong representing their parent companies
located outside Hong Kong.

2. The Survey enumerated, as at the reference date
of 1 June 2009, 1 252 RHQs, 2 328 ROs and 2 817 LOs
in Hong Kong representing their parent companies
located outside Hong Kong. (Table 1)

Regional Headquarters

3. The United States of America had the largest
number of RHQs in Hong Kong (289 companies),
followed by Japan (224) and the United Kingdom
(115). The major lines of business of the RHQs were
import/export trade, wholesale and retail; professional
and banking;
transportation, storage and courier services; and
manufacturing. (Tables 2.3 and 2.4)

and business services; finance

Regional Offices

4. The United States of America had the largest
number of ROs in Hong Kong (526 companies),
followed by Japan (447) and the United Kingdom
(213). The major lines of business of the ROs were
import/export trade, wholesale and retail; professional
and business services; finance and banking;
transportation, storage and courier services; information
technology services; and manufacturing. (Tables 3.3

and 3.4)
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Local Offices

5. The mainland of China had the largest number
of LOs in Hong Kong (527 companies), followed by the
United States of America (458) and Japan (447). The
major lines of business of the LOs were import/export
trade, wholesale and retail; finance and banking;
professional and business services; and transportation,
storage and courier services. (Tables 4.3 and 4.4)

Views on. Hong Kong as a Location for
Setting up Regional Headquarters/Regional
Offices

6. The Survey collected views on Hong Kong as a
location for setting up RHQ/ROs from the RHQs and
ROs in Hong Kong.

7. Among the factors affecting the choice of a
location for setting up RHQ/ROs, simple tax system
and low tax rate was considered as the most important
factor. Other important factors, in descending order of
importance, included free flow of information;
corruption free government; political stability and
security; and rule of law and independent judiciary.
Indeed, the important factors mentioned above were
rated by 67% to 74% of the RHQs and ROs to be
favourable factors for Hong Kong as a location for
setting up RHQ/ROs. (Table 5.1)
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8. Among these factors, simple tax system and low
tax rate was regarded by the majority of the RHQs and
ROs (74%) as a favourable factor for Hong Kong.
Other favourable factors, in descending order of Hong
Kong’s favourableness rating, included free flow of
information (72%); corruption free government (70%);
absence of exchange controls (70%); communication,
transport and other infrastructure (68%); political
stability and security (67%); rule of law and
independent judiciary (67%); free port status (67%);
geographical location (64%); availability of business
services and professional support services (63%);
availability of financial services (62%); and business
opportunity in the mainland of China (61%).
(Table 5.1)

9. On the other hand, over one-third (35%) of the
companies considered availability and cost of
residential accommodation as an unfavourable factor
for Hong Kong and about one-third considered
availability and cost of business accommodation as an
unfavourable factor, while 14% and 19% respectively

of the companies regarded them as favourable factors
for Hong Kong. (Table 5.1)

10. Almost one half (49%) of the companies
considered that, comparing June 2009 with June 2008,
the overall business environment in Hong Kong as a
location for setting up RHQ/ROs remained more or less
the same. While 6% of the companies considered that
the overall business environment had improved, 34%
indicated the contrary. (Table 5.2)
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Views on Hong Kong as a Location for
Setting up Local Offices

11. The Survey also collected views on Hong Kong
as a location for setting up LOs from the LOs in Hong
Kong.

12. Among the factors affecting the choice of a
location for setting up LOs, simple tax system and low
tax rate was considered as the most important factor.
Other important factors, in descending order of
importance, included free flow of information;
corruption free government; political stability and
security; and absence of exchange controls. Indeed,
the important factors mentioned above were rated by
64% to 72% of the LOs to be favourable factors for
Hong Kong as a location for setting up LOs.
(Table 6.1)

13. Among these factors, simple tax system and low
tax rate was regarded by the majority of the LOs (72%)
as a favourable factor for Hong Kong.  Other
favourable factors, in descending order of Hong Kong’s
favourableness rating, included free flow of information
(70%); corruption free government (68%); absence of
exchange controls (68%); rule of law and independent
judiciary (65%); political stability and security (64%);
communication, transport and other infrastructure
(64%); free port status (62%); geographical location
(61%); and availability of financial services (61%).
(Table 6.1)

14. On the other hand, about one-third of the
companies each considered availability and cost of
business accommodation and availability and cost of
residential accommodation as unfavourable factors for
Hong Kong, while 18% and 14% respectively of the
companies regarded them as favourable factors for
Hong Kong. (Table 6.1)
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BRELSHBRABHETE - B7%AFRIRE business environment in Hong Kong as a location for
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business environment had improved, 31% indicated the
contrary. (Table 6.2)
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1. INTRODUCTION

Background

| Starting from the early 1990s, information on
companies in Hong Kong that were regional
headquarters and regional offices (hereafter abbreviated
as RHQs and ROs respectively) representing their
parent companies located outside Hong Kong had been
collected through an annual survey conducted by the
ex-Industry Department. Since the disestablishment
of the ex-Industry Department in July 2000, the Census
and Statistics Department (C&SD) has been conducting
the Annual Survey of Regional Offices Representing
Overseas Companies in Hong Kong to collect such
information, in collaboration with Invest Hong Kong.

1.2 As from 2001, the survey coverage has been
extended to include companies in Hong Kong that are
(hereafter abbreviated as LOs)
representing their parent companies located outside

local offices
Hong Kong.

1.3 The survey has been renamed as the Annual
Survey of Companies in Hong Kong Representing
Parent Companies Located outside Hong Kong
(hereafter known as “the Survey”) effective from 2006.

Survey Objectives

1.4 The objectives of the Survey are :

(a) to enumerate RHQs, ROs and LOs in
Hong Kong representing their parent
companies located outside Hong Kong;

(b) to obtain basic information (e.g. number of
persons engaged, major line of business,
country/territory of location of the parent
company) of these companies; and

(c) to seek views from these companies on the
attractiveness of Hong Kong as a location
for setting up RHQ/ROs and LOs.

-6- 2009 Annual Survey of Companies in Hong Kong Representing
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Legislation

1.5 The Survey is conducted under Part IIIA of the
Census and Statistics Ordinance (Chapter 316). It was
notified in Government Notice No. 1914 in the
Government of the Hong Kong Special Administrative
Region Gazette of 24 March 2006 as a voluntary
statistical survey. The Ordinance stipulates that the
collected information relating to individual companies
must be kept in strict confidence. Only aggregate
information, which does not reveal details of individual
companies, is to be released.

Terms and Definitions

1.6 For the purpose of the Survey :

(a) a regional headquarters (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;

(b) a regional office (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;

(c) a local office (LO) is an office that only
takes charge of the business in Hong Kong
(but nowhere else) on behalf of its parent
company located outside Hong Kong; and

(d) a parent company located outside Hong
Kong is a company or an organisation
operating outside Hong Kong that has final
management control over its offices in any
region.

-7- 2009 Annual Survey of Companies in Hong Kong Representing
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1.7 THRERME-EARSESHE M 1.7 A schematic diagram to illustrate the
B~ Mo S ER B M R classification of a company as an RHQ, RO or LO is
given below.

RRTH Takes charge Non-RHQ/

b S SN of the business{operation ‘RO, /L 0
B e EE on behalf of its parent i
g ) 2 company located

’ outside HK
Geographical
B RS ER responsibility LO
?

EENEIFERS—E
S {EMTT)

In the region (i.e. HK plus one or
more other places)

Any
HEASHER managerial control
HEEE IR ARER over offices RHQ
9 in the region
' ?
’ RO
gﬁ:;g;@gz) . (i.e. only coordinates offices and/or

operations in the region)

MeT PR E Survey Coverage

1.8 EEMSAEAREHSEEHENN 1.8 The Survey only covers companies that manage

BAFEREESNEREENAT - EIFE the business in Hong Kong or in the region on behalf of

FE Y RATE - their parent companies located outside Hong Kong. It
does not cover the following categories of companies :

(@ HEAFEMEEE ' % (a) companies whose parent companies are
also in Hong Kong; or

(b) HEBARMARETEEIN M (b) companies whose holding companies,
7 BEEE ERERKEEENA though located outside Hong Kong, are
i1 actually non-operating companies; or
ZEEHERREFEHENEATINEE N TIRESHAE -8- 2009 Annual Survey of Companies in Hong Kong Representing‘

Parent Companies Located outside Hong Kong



() HEZUFBEBRNMMGERARR
MIANF]  RILE AR EE AT
255 ANIERHENEEEER
FH -

19  ERERFER - SRR - E
PRI IR R E IR R OB WAENATE YR
BN EARIAT - [hhh » BEBATHIE AR
HEE SR BRI RRE - IR MRRATE W ROt & E(F
EEBEAETER S —ESSEM TR
AT KB EEEFRIAMA T I ERETE
A '

1.10 FHERREERREATEMBINE
 EEHE A - E R E ISR - A
It BRIR BT RET RETH MR RE &
B RS — R - ST - HERETT SO
BRrE R EEERRAEEENL
A)HYBRAFER -

.11 HEEESATREMERENA ERESR

- FERRBIUTERHRSIAL -

() BEFENRETREE

(b) EHMEEE - NEEEEEAE
KEE

(c) PHIEW - HIERER KBRS
BT ERef > &

(d) AFEEMEARAEE -

At H

1.12 2009 AEMBEENER » 2L
20094E6 A 1 H BiftatHEA -

ZEFNERRT RIS AFEE A REERRE

funded by
investment from outside Hong Kong, and

(c) companies which are
manage the business in Hong Kong or in
the region independently but not on behalf
of the investors outside Hong Kong.

1.9 For the above reasons, the total number of
RHQs, ROs and LOs in Hong Kong does not represent
all companies with investment from outside Hong
Kong. Besides, the total number of RHQs and ROs in
Hong Kong does not represent all companies with
regional operations (i.e. managing the business in Hong
Kong plus one or more other places), as local

- companies with regional operations are not included.

1.10 In Hong Kong, there is at present no statutory
requirement for a company to notify the Government
whether it is an RHQ, RO or LO.  Thus, unlike the
case of other surveys conducted by C&SD, an
up-to-date, complete and accurate frame of all units of
enquiry (i.e. companies covered in the Survey) is not
readily available.

1.11  The frame of companies covered in the Survey
is largely derived from the following sources:

(a) previous rounds of the Survey;
(b) consulates, trade commissions and
chambers of commerce of overseas
countries in Hong Kong;

(c) business directories, media reports and
working contacts of Invest Hong Kong;
and

(d) updated information from the Companies
Registry.

Survey Reference Date

1.12 Data collected in the 2009 Survey refer to the
position as at 1 June 2009.

-9- 2009 Annual Survey of Companies in Hong Kong Representing

Parent Companies Located outside Hong Kong



RRER

1.13 200944 E TR E B 200945 H29H
FAGFIAER L3011 B AR SR NI AF] - itk
S BRI EFIRA  DUAEATIREE
o —HARAE R BRI Z IR L B ERAE R 7
AR RBERME LR EFTIRERSNE
Ko B2001SEARE T EHEBRLS - SR A ERA RN
JT R L R B R R B A RS R R R FE
HIAF  EHBEEHE TR EER KRR
BAERERUREHRARE SR MR B it
AT s A A FIRRESSR O 3 SR [ 2Rt -

1.14  EE20094FE9 9] > 2009F A&
IR EHG6 3971 » M AE [ FERATEIA 105
[ - BERE[EFESREHI8% -

R

115 HESREE SR BUT TR 8 S
E B TETRERIE - FEFE
BRI R T C B MR- AT — B R
FEEAIE - BE S MEAIRT—BEVER - 5
BEAEERER AR AT ETER -

“EFNEARTERN O FIRE A SRR

qﬂ".%‘

=

Data Collection

1.13  Survey questionnaires of the 2009 Survey were
mailed out on 29 May 2009 to all companies listed in
the frame as mentioned in paragraph 1.11 above. Soft
copies of the questionnaire were also made available
upon request to facilitate data reporting by the
companies. University students were employed
during the summer vacation to make initial telephone
contacts to assist the companies concerned in
completing the questionnaires and to verify the data in
the returned questionnaires. Face-to-face interviews
were also introduced since the 2001 Survey to
follow-up on companies not responding to postal or
telephone enumeration. This helps improve the survey
response rate, leading to more accurate survey results
and a more solid foundation for constructing the
frame of companies for future survey rounds.

1.14 By early September 2009, 6 397 companies
were successfully enumerated in the 2009 Survey, while
105 failed to respond. The overall response rate was

over 98%.

Data Processing

1.15 Completed questionnaires were subject to
manual and computerised validation before tabulation.
Such checking covered completeness of entries,
consistency among data items and credibility of
reported data. For dubious entries or inconsistent data,
clarifications were made with the companies concerned
by phone or by field visits.
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Classification of Major Line of Business

1.16 The Hong Kong Standard Industrial
Classification (HSIC) is adopted for classifying the
major line of business of the companies in the Survey.
The HSIC is an industrial classification system devised
on the basis of the International Standard Industrial
Classification (ISIC) of the United Nations with
suitable adaptation to reflect the structure of the local
economy. HSIC Version 2.0 has been adopted in place
of HSIC Verson 1.1 as from the 2009 round of the
survey'.

Classification of Country/Territory of

Location of the Parent Company

1.17 On 1 July 1997, Hong Kong became a Special
Administrative Region of the People’s Republic of
China. In this report, “Hong Kong” stands for the
Hong Kong Special Administrative Region. Under the
principle of “one country, two systems”, Hong Kong is
a separate economic territory. Hence, the Survey also
covers RHQs, ROs and LOs in Hong Kong set up by
their parent companies in the mainland of China.

1 More details about HSIC Version 2.0, particularly the
changeover from HSIC Version 1.1, are available in the feature
article entitled “Revision of the Hong Kong Standard Industrial
Classification” published in the November 2008 issue of the
Hong Kong Monthly Digest of Statistics.
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Cautionary Remarks

1.18 Owing to the lack of a complete frame of
companies covered in the Survey, the number of RHQs,
ROs and LOs enumerated in each survey round
represents only the best snapshot that could be taken at
the time of the Survey. Coupled with the voluntary
nature of the Survey, changes between years in the
number of RHQs, ROs and LOs may be affected by the
continuous improvement in the frame of companies and
response rate, and hence should be interpreted with
care. However, it should be noted that since 2003, a
high response rate of 98% or above has been achieved
in each round of the Survey, so that the effect of
response rate is relatively insignificant.

1.19 The definitions of RHQ, RO and LO were
revised in 2006 to enhance the clarity of description.
It should be noted that figures for RHQ, RO and LO for
2006 and onwards may not be strictly comparable with
those before 2006.

Rounding of Figures

1.20  There may be a slight discrepancy between the
sum of individual items and the total as shown in the
tables owing to rounding.
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2. REGIONAL HEADQUARTERS

Overview

2.1 Hong Kong’s role as a location for setting up
RHQs has a long history, but it began to assume
significance only from the 1980s. The Survey
enumerated, as at the reference date of 1 June 2009,
1 252 RHQs in Hong Kong representing their parent
companies located outside Hong Kong. The
corresponding number as at 2 June 2008 was 1298.

(Table 1)

2.2 439 RHQs started operation in Hong Kong in
1988 or before, 425 between 1989 and 1998, and 385
between 1999 and 2008. In the first five months of
2009, 3 RHQs started operation in Hong Kong. It
should be noted that the year of starting operation of a
company may differ from the year of starting its
regional headquarters status. (Table 2.1)

23 The total number of persons engaged by the
1 252 RHQs was 143 115, with each RHQ engaging on
While 83% of the RHQs
engaged less than 100 persons each, the remaining 17%
larger RHQs accounted for 83% of the total number of
persons engaged by the RHQs in Hong Kong.
(Chart 1 and Table 2.2)

average 114 persons.

Chart1 Number of Regional Headquarters by Size of Company
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