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Imperative Need of Land for Logistics Industry in Northern Metropolis and Tuen Mun West

1. Introduction

One of the key directions in the Northern Metropolis Development Strategy being mentioned
in “Policy Address 2021” is to take proactive steps to redress home-job imbalance (i.e. the
development of multi-storey modern logistic centres). The approach is to accommodate
brownfield operations, promote upgrading of the logistics industry, as well as to create
relevant employment opportunities. These actions combined with the provision of land for
logistics in the proposed near-shore reclamation of Lung Kwu Tan in Tuen Mun West will help
alleviate the land shortage problem threatening the continuous development of the logistics
industry in Hong Kong.

In light of this situation and as an initiator, this report aims to provide actual perspectives in
how the government could act on by diagnosing and, therefore fully revealing the content
collected from a survey conducted with logistics industry on:

= Northern Metropolis and the West Tuen Mun land use for logistics;

= Financial incentives for the land use (rent for warehouse);

= Re-location of logistics operations currently on the Brownfields in Northwest New
Territories (NWT);

= Land supply for modern logistics development and handling of special cargoes; and

=  Provision of multimodal transport service facilities.

2. Background and Initiatives

% Long-standing problem in the development of Logistics Industry in Hong Kong

Land for logistics operation is most important but is perennially in short supply in the past.
Over the years, the sporadic and small parcels of land supplied by the Hong Kong Government
attests a huge shortfall of its commitment for essential support to the Industry. The HK 2030+
Report forecasts an overall long-term demand for economic land is 457 hectares; but land
supply could only be available at around 200 hectares, incl. those for logistics use. Altogether,
Trading and Logistics account for 20% of HK’s GDP, creating 610,000 employments; Logistics
alone contributes 3.2% (HKS82.8 billion), employing 175,000 people.

According to the available records, the Government merely released 6.9 hectares in Kwai Tsing
in 2010-2015, 3.5 hectares in Tuen Mun Area 49 and 5.3 hectares on the Airport Island in 2018
and 5.5 hectares in Kwai Chung in 2022 (still under tendering process) for the use of the
Industry. The Government actually committed to provide 100.5 hectares of land for the
development of the Industry, but only provided 21.2 hectares up to this moment. The critical
problem of lean land supply faced by the Industry is further aggravated by the notable
resumption of brownfields for residential use recently.

The evidence clearly proves that the development of Logistics Industry in Hong Kong is
hamstrung by the chronic shortage of land supply. The shortage of land supply effectively
emasculates the role of the Industry as a key regional logistic hub to support the economic
development of its neighboring cities in the Greater Bay Area. It is an essential need of
sufficient land to assure that the Logistics Industry is able to serve its role as a key regional
hub to support the economic development of the GBA.
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4« The needs of land in Northern Metropolis and West Tuen Mun and government support
for sustainable development of the Logistics Industry in Hong Kong

As per the information from the Government in its final report of the Hong Kong 2030+ Report
(DEVB & Planning Department), proposed sites in Ping Che-Ta Kwu Ling are suitable for the
non-house development. In the 2020 Policy Address, it mentions Tuen Mun West would be
re-planned in near future, incl. the near-shore reclamation at Lung Kwu Tan.

As both the Northern Metropolis and West Tuen Mun are in their detailed planning stage,
CILTHK and HSUHK consider that it is a right time to address the long-standing problem in the
Industry, and had thus conducted a professional survey in the Hong Kong Logistics Industry in
Q4 of 2021 and had successfully received 200 responses from key stakeholders in the Industry
who duly expressed their views, expectations and operation priorities in relation to their
expected development in the soon-to-be-developed NM and TMW.

3. Methodology

This survey has 48 questions which intend to evaluate the logistics land use in the Northern
Metropolis (Ping Che, Ta Kwu Ling) and the West Tuen Mun (Lung Kwu Tan Reclamation) for
the development of advanced modern logistics. The questionnaire has three sections, namely
(1) Government support to logistics, (2) Company Operations, and (3) Demographic
Information.

The empirical data were gathered after the questionnaire has been distributed to the industry
practitioners who mainly work in the logistics and transport sector. The questionnaire was
designed with the consideration of Hong Kong as an international cosmopolitan city with a
mixed of language being used in workplaces and daily communication. To reach the majority
of the practitioners as well as to encourage more participants to complete the survey, the
questionnaire has both versions in English and Chinese. The majority of respondents (68%)
have over 15 years of industrial experience; 62% of them work in a company with over 200
employees.

4. Report Highlights

The findings of the survey are highlighted as follows:

= Government support: Over 77% of respondents expressed that there is not enough land
supply for Logistics use and 76% opined lack of government support for the Logistics and
Transport Industry.

= Seamless Transition: The essential need of seamless transition from brownfield operation
to multi-storey warehouse (MSW).

= Decisive factors in logistics sites selection: When choosing a logistics operations site in
NM and TMW, “geographical proximity to the port and comprehensive logistics
infrastructure” are most important as compared with other decisive factors. Other
decisive factors for viable development of the Industry are “proximity to mainland border”,

7 “"

“labour supply”, “affordable warehouse rental cost and reasonable land rental term”,
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“proximity to waste treatment facilities” and “spatial supply for warehouse and
distribution”.

= Desirable logistics facilities: “Logistics Park” is considered as the most desirable logistics
facility to be established in NM and TMW, followed by “purpose-built multi-storey

n

warehouse building”, “cold chain facilities” and “airfreight container storage facilities”.

=  (Critical factors for multi-storey warehouse (MSW) design: As for the development of
MSW in NM and TMW, the below factors are most important in attracting the Industry to
move into there, they are “strong communication network (e.g., 5G infrastructure)”,

”n u

“connectivity of road and sea infrastructure”, “sufficient loading bays and parking space

n u

for container trucks”, “easy access for cold storage”, “high building ceiling and sufficient
floor loading for accommodating goods vehicles”, “comprehensive road infrastructure”,
“connectivity to Kwai Chung container port and International Airport”, “food court”,
“freeway connection”, “cluster of Container Freight Station (CFS) operators”, “Container
Yard (CY) depots of common carriers”, and “manpower supply from nearby districts”. The
responses emphasise that the multi-storey warehouse (MSW) should be designed to
provide “container storage on the ground floor”, “circular ramps of sufficient width for
effective two-way container truck traffic for access to upper levels” and “sufficient ceiling

height and floor loading capacity even catered for high-cube container movements”.

= Logistics Park design: If Logistics Park is to be builtin NM and TMW, the important decisive
factors from the Industry are “sufficient manpower supply”, “warehouse transport

” u ”n u

network via sea and roads”, “cold chain warehouse facilities”, “sufficient ceiling height
and floor loading capacity”, “ramp access for fast moving goods”, “advanced technology
(e.g. 5G infrastructure) and equipment supporting for logistics operation and
development”. There are also suggestions on general facilities such as “washrooms
(possible showers)”, “canteen”, “office environment”, “gas station and electric-hydro

charging for truck”, and “repair shops”.

= Needs of advanced technologies: Advanced technologies, should be employed in
facilitating operation and supporting computerized systems of individual companies for
the deliverables of modern logistics, thereby enhancing the industry’s competitiveness.
Warehousing automation, such as “robotic transfer” and “automated racking system” are
essential to increase operational efficiency and to ease shortage of manpower supply.

= Environmental sustainability: Environmental caring by ways of “using electrical forklifts”,
“energy saving and/or recycling designs” and “other green initiatives” is required to help
sustain our environment and to demonstrate social responsibilities of individual
companies.
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5. Survey Figures

The results of the questionnaire are analysed statistically and validated. Their correlation and
reliability have been tested. Some of the findings from the responses are highlighted below:

Rating on (1) current land supply and (2) government support

0%
0%
0% I I . .
1.Not enough at all 2. Quite not enough 3. Mot enough 4. Neutral 5. Enough &_Quite enough 7. Very enough
(1) 2% 25% 265 1% 7% 0% 2%
{2 20% 283% 20% 1% 6% as 1%
Prioritization on criteria
100%
0%
B
Ak
0%
%

Most important Leastimportant
= (1) Geographical proximity to port (air/sea/land) 31% 5% 7% 14% 5% 7% %
= (2) Proximity to mainland border 12% 16% 17% 19% 0% % 5%
= (3) Comprehensive logistics Infrastructure 23% 20% Fe 14% &% 5% 2%
m (4) Labour supply {nearby residential areas) 5% 1 % 19% 2 7% 12%
(5} Affordable land lease/ownership cost 20% 11% 5% 12% 2% % 10%
1 {6) Close-by waste collection/treatment fadilities % % % % % 2% 59%
m(7) Spatial supply for warehousing and distribution 5% 1% 15 21% 7% 190 10%
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Ranking based on the suitability and needs to operations

7 - Very suitable

6 - Quite suitable

5 - Suitable

4 - Neutral

3 - Not suitable

2-Quitenotsuitable

1 - Not suitable at all

(1) Geographical proximity to maritime port
= (2) Geographical proximity to the airport

1 - Not suitable at all

" (3)C astructure of roadway

(4) C astructure of v
u (5} Labour supply Innearby residential areas

 (6) Exlsting supporting infrastructures

u (7) Close-by waste collection / treatment facilities
() Current land cost

5%
4%
2%
%
0%
2%
5%
0%

2 - Quite not suitable

1%
%
%

16%
5%
%

14%
6%

3 - Not suitable

4 - Neutral
28%
28%

8%
20%
3%
16%
3%
12%

5 - Suitable

6 - Quite suitable 7 - Very suitable
14% 10%
18% 12%
38% 30%
14% 10%
8% 1%
2% 18%
2% 8%
24% 36%

Necessity of facilities in the North New Territories and the West Tuen Mun

7 -Mostrequired

6 - Quite required

4 - Neutral

3-Notrequired

2 - Not quite required

1-Not required at all

(1) Waterfront operation

®(2) Maritime general container handling and/or storage
 (3) Maritim e reefer container handling and/or storage
(4] Alrfreight container handling and/or storage

= (5) Un-containerized cargo handling / storage

= {6 Cold chain cargo handling / storage

m(7) Dangerous Good cargo handling / storage

™ (8) Material handling / storage for building or construction
®1(9) Material handling / storage for vehicles or trucks

¥ (10) Material handling / storage for waste or recyclables
W (11) A purpose-built multi-storey warehouse building
(12) A Logistics Park

= (13) Repair and for luxury and high

1-Notrequiredatall 2 - Not quite required 3 - Not required

8%

4 - Neutral
18%
16%
18%
2%
26%
14%
2%
2%
2%
28%

14%
16%

5 - Required

6 - Quite required 7 - Most required

12%
208
28%
18%
18%
2a%
28%
14%
2%
6%
26%
26%
18%
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The demographic characteristics of the sample obtained in the survey are highlighted below:

6.

Years of industrial experience

'%

8%
73%

= < 3years 3 -Svyears S5-10vyears = 10-15vyears > 15 years

Size of companies in terms of number of employees

46%

13%
8%

m<25 25-49 50-99 ®100-149 150-200 > 200

Key Recommendations

Based on the survey results, our key recommendations to the Hong Kong Government are:

(1)

(2)

(3)

(4)

(5)

Need of Seamless Transition
Due arrangement for seamless transition from brownfield operation to MSW is essential
to avoid the choke-to-death to the Logistics Industry.

Comprehensive allocation of logistics land
Allocation of sufficient open space for those cargo operations which cannot be operated
in MSW.

Affordable rental policy
Affordable rental in MSW shall be around HK$10-15 per sq. ft. (actual flood area) to enable
viable logistics operation, special terms for facilitating viable business operation of SME.

Reasonable leasing term for land
Land lease term for STT should be at least 7 years for viable investment planning.

Employment-traffic-living in same area
Creation of employment opportunities for local community thereby minimizing cross
district commuting and lessening pressure on public transport and trunk roads traffic.
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(6) Comprehensive supporting facilities
Provision of comprehensive supporting facilities to attract Logistics Industry to move into
new development areas, such as catering service, fuel station, bank service and the like.

(7) Effective Connectivity
Provision of direct highways linking border (Shenzhen) for cargo hauling and
comprehensive public transport for commuters.

(8) Comprehensive consultation
Government is suggested consulting logistics operators to deeply understand the real
needs of the Industry.
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For further enquiry, please contact:

= The Chartered Institute of Logistics and Transport in Hong Kong

Tel.: (852) 2866-6336
E-mail: info@cilt.org.hk
Website: https://www.cilt.org.hk/

= The Policy Research Institute of Global Supply Chain, The Hang Seng University of Hong

Kong

Tel.: (852) 3963-5355

E-mail: prisc@hsu.edu.hk
Website: https://prisc.hsu.edu.hk/

WA AR > AT

? IR

EEE T (852) 2866-6336
E@iﬁ : info@cilt.org.hk
gk ¢ https://'www.cilt.org.hk
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