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ABSTRACT 

        In the late 1990s, the nascent SAR (Special Administrative Region) state 

had put forward a new developmental program to turn Hong Kong into a global 

high-tech city.  Various programs such as Cyberport, Innovation Technology 

Fund (ITF), and Applied Science and Technology Research Institute Inc 

(ASTRI) have been set up.  Focusing on the Cyberport, this paper will examine 

the conditions that led to the formulation of the Cyberport project and the 

constraints that it faced. By 2003, although not formally giving up the high-

tech strategy, the SAR state has quietly shifted its focus to develop logistics, 

finance, tourism, and cross-border links, and its aim is to transform Hong Kong 

into a Pearl River Delta hub.  The aim of the paper is to examine the rise and 

the demise of the Cyberport project as well as what should Hong Kong do in 

order to transform itself as a contender for high-tech development. 
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 Bob Jessop and Ngai-Ling Sum (2000) point out that Hong Kong 

business groups had commissioned two reports to study Hong Kong’s 

manufacturing decline and the challenge of interurban competition from 

Shanghai, Singapore, Taipei, and Sydney.  These two reports have presented 

two different developmental paths for Hong Kong in the twenty-first century. 

 The first report by Harvard Business School is entitled The Hong Kong 

Advantage (Enright et al. 1997).  Sponsored by commercial and financial 

capital interests, this report promotes a vision of Hong Kong’s new identity as 

a “business/service/financial centre” with hub functions.  The second report by 

MIT is entitled Made by Hong Kong (Berger and Lester 1997).  Sponsored by 

industrial capital with the support of the Hong Kong Government Industry 

Department and the Hong Kong Productivity Council, this report proposes that 

the best response to deal with manufacturing decline is to “climb the 

technology ladder” by producing higher-value-added goods in Hong Kong 

itself.  The report deploys the symbols of “Made in Hong Kong” and Hong 

Kong as a “high-tech manufacturing centre”. 

 Jessop and Sum (2000, p.2301) point out that these two reports have 

presented two competing discourses on Hong Kong’s developmental strategies: 

Service versus industry.  The debate on this two competing visions, however, 

was interrupted by two crucial events: Hong Kong’s transition from a British 

colony to China’s SAR (Special Administrative Region) on July 1, 1997 as 

well as by the Asian financial crisis in the fall of 1997. 

To deal with the Asian financial crisis, the nascent SAR state quickly 

proposed a high-profile project called “Cyberport,” which is aimed “to create a 

world class location for the conduct of a variety of activities which through the 

use of information technologies, can leverage Hong Kong existing strengths in 
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the service sector (e.g., in finance, media, retail, transportation, education, and 

tourism services)” (Hong Kong Cyberport 1999, p.1). 

Jessop and Sum observe that Cyberport quickly instigated a high-tech 

fever in Hong Kong’s stock market, as large developers reinvented themselves 

as Internet companies and investors switched from blue chips to technology 

and internet-related stocks. The share price of Pacific Century CyberWork 

(PCCW) rose 1280 percent when it first came onto the market in May 1999.  

Jessop and Sum end their paper by pointing to the “siliconization of Asia” as 

Asian states compete to form clusters (like Singapore’s Science Hub and 

Malaysia’s Multimedia Supercorridor) in this high-tech race. 

The aim of this paper is follow Jessop and Sum’s lead to examine the 

Cyberport project and high-tech development in Hong Kong.  It will have three 

different focuses from Jessop and Sum’s paper.  First, this paper will update 

the high-tech development in Hong Kong up to 2003.  What has happened to 

the Cyberport proposal and the technology stocks?  Second, Jessop and Sum’s 

paper, published in Urban Studies, focuses mostly on “glurbanization,” 

“entrepreneurial city,” and interurban competition.  The present paper, 

however, examines the post-colonial SAR state, especially on such issues as 

state capacity, state autonomy, and state’s embeddedness in society.  Third, 

since this paper is written for a high-tech conference, it will bring in the 

literature of high-tech and discuss what is the best policy to promote high tech 

development in Hong Kong. 

In the following sections, this paper will first briefly review the nature 

of the colonial and post-colonial state and its impact on economic development 

in Hong Kong.  Then it will examine the emergence and the transformation of 
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the Cyberport project.  At the end, it will discuss the policy question how the 

SAR state should promote high tech development in Hong Kong. 

 

The Hong Kong State 

 

 The Colonial State before the Communist Revolution.  In the literature, 

the colonial state of Hong Kong is often seen as an aberration of the East Asian 

developmental states.  This is because the former is different from the latter in 

terms of state-capital relations. 

 East Asian developmental states were characterized by having a strong 

autonomous bureaucracy but a relatively weak capitalist class.  Because the 

markets were undeveloped and the states could not wait for the capitalist class 

to develop them, the East Asian developmental states had to turn themselves as 

a catalyst to “govern” the market, to formulate strategic industrial policy, and 

to empower the capitalist class in order to promote economic development.  

Many times, the East Asian states had to use “carrots and sticks” in the forms 

of granting or withholding industrial licensing, government bank loans, 

advanced technology acquired through the government’s investing in foreign 

licensing, etc., to reward good performers and to penalize poor ones.   

 However, the case of the Hong Kong colonial state was quite different.  

The colonial state had little autonomy because it had developed a close 

expatriate alliance with the British hongs (large traditional trading companies 

formed during the mid-nineteenth century).  Ian Scott (1989) points out that as 

early as the 1850s, the hongs already set up an institutional channel to 

nominate the British to the Legislative Council as “Unofficial Members.”  In 

Norman Miner’s (1996) account, of the 102 Unofficial Members sat on the 
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Legislative Council between 1850 and 1941, 74 were businesspeople while the 

reminder were lawyers closely connected with British interests.  This 

institutionalization of the expatriate business alliance gave rise to the old 

saying that the Hong Kong colonial state was run by the Jockey Club, Jardine 

Matheson, the Hong Kong and Shanghai Bank, and the Governor. 

 Since Hong Kong up to the 1940s was basically an entrepot, the British 

hongs wanted to have a free hand to monopolize the trading and financial 

opportunities without being interfered by the colonial state.  As a result, in 

strict contrast to the active intervention policies of the East Asian 

developmental states, the Hong Kong colonial state adopted a laissez-faire 

mode of economic governance.  The colonial state proudly proclaimed: “The 

government advocates free and fair competition.  Business decisions are left to 

the private sector, except where social considerations are over-riding.  It is 

considered that the allocation of resources in the economy is best left to market 

forces.  Adopting this free-market philosophy, the government has not sought 

to influence the structure of industry through regulations, tax policies or 

subsidies” (Tang 1999).  The colonial state kept a low tax regime and 

contained the growth rate of public sector expenditure.  There was also no 

legislation to enforce competition, check trade monopolies, or break up cartels. 

The Colonial State and the post-WWII Industrial Revolution.  Hong 

Kong’s post-war industrial revolution was societal-initiated, rather than state-

led.  The Hong Kong small and medium firms seized the “windfall profits” 

(refugee capital and refugee worker) of the Cold War and started the export-led 

industrialization by themselves.  The colonial state tended to take a back seat to 

promote the industrialization process because its state machineries – the 

Executive Council (Exco) and the Legislative Council (Legco) – were still 
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under the control of British capital.  As British capitalists’ interests lay in the 

commercial and the financial sector, they did not want state interference to 

limit their freedom and were inclined to support the state's hands-off policy in 

the manufacturing sector.  British Bankers, for example, opposed a proposal to 

establish an industrial bank to supply long-term credit to Chinese 

manufacturers in the late 1950s.  The bankers were motivated by fear that this 

industrial proposal would cause the colonial state to shift resources away from 

the commercial and financial sectors to the manufacturing sector (Chiu 1994). 

In sum, the hegemony of British financial and commercial capital helps 

to explain the tenacity of the neo-liberal policy of the Hong Kong colonial 

state.  Unlike the Taiwanese and South Korean states, the Hong Kong state did 

not need to militarize or promote an anti-communist ideology to justify its 

colonial rule.  Nor did the Hong Kong state need to involve itself in the 

promotion of export industrialization because the refugee Chinese capitalists 

had already gained a head start in the early 1950s.  

Nevertheless, by the 1970s, as Hong Kong’s economy was expanding 

rapidly, the colonial state during the term of the MacLehose government began 

to take a more active role in promoting market enhancing activities – such as 

the construction of infrastructure projects, the increase of public housing, the 

extension of free education from six to nine years, and the increase of welfare 

and medical services – so long it could accomplish these activities by a 

balanced budget without raising taxes.  In the light of these increased state 

intervention in market enhancing activities, the colonial state is said to have 

shifted its mode of economic governance from a classical laissez-faire policy 

one of “positive non-interventionism”.  Still, the Hong Kong colonial state was 

still a long way toward the “market-governing” policies of the other East Asian 
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developmental states, such as giving out subsidizes to targeted industries and 

disciplining big businesses if they do not conform to export requirement. 

Although neoclassical economists have glorified the merit of Hong 

Kong’s laissez-faire (or positive non-interventionist) state, this mode of 

economic governance is not unproblematic in the era of “late industrialization”.  

Serving the interests of the British commercial and financial capital, the Hong 

Kong colonial state had failed to assist the small and medium (S&M) industrial 

firms in terms of technological upgrading, granting subsidizes or credits, or 

promoting exports.  The S&M industrial firms were entirely left on their own 

in their pursuit of export-led industrialization in the competitive global market.  

By the 1970s, the S&M firms began to feel the triple threats of quota restriction 

from Western industrial countries, intense competition from other East Asian 

NIEs, and rising cost of production in Hong Kong.  Hong Kong’s economy had 

run into labor shortages, with job vacancy always between 4% and 9% of the 

labor force during the economic boom.  Intense competition of labor among the 

factories drove up the wages of Hong Kong workers, with real wages doubling 

between 1973 and 1980.  Indeed, Hong Kong workers' wages were no longer 

cheap compared to those of other developing countries. 

 The Colonial State and Industrial Relocation.  Subsequently, as soon as 

Mainland China set up special economic zones to attract Hong Kong’s 

industrial investment, the S&M firms quickly relocated their labor-intensive 

plants across the border to the Pearl River Delta in search of cheap, abundant, 

and docile labor.  Just like the previous phase of Industrial Revolution during 

the 1950s-1970s, this wave of industrial relocation during the 1980s-1990s was 

also a societal-led effort, initiated by the S&M Hong Kong firms themselves.  

Instead of upgrading their technology, the Hong Kong S&M firms relied solely 
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upon the cheapening of cost of production through industrial relocation in 

order to enhance their competitive power in the global market.   Thus, it was a 

“spatial fix” rather than a “technology fix” to solve the problem of declining 

competitiveness in the global economy. 

 The Hong Kong S&M firms were forced to relocate so because the 

“positive non-interventionist” colonial state did not pursue an industrial policy 

that could shift the industrial sector towards more technologically-oriented and 

high value-added manufacturing industries.  The colonial state also did not 

impose any restriction on Foreign Direct Investment (FDI) by Hong Kong 

firms.  Whereas FDI outflows from other Asian NIEs were means through 

which the developmental states in these countries build their “national 

champions” (Yeung 1994), FDI outflows from Hong Kong were driven by 

private initiatives.  For example, the state and its institutions explicitly 

supported the regionalization drive in Singapore.  Through the regionalization 

of Singaporean firms, the state aims to nurture some 50 large enterprises 

capable of competing in the regional and global marketplaces.  In Hong Kong, 

however, S&M firms were driven out of the domestic economy not by 

institutional support, but rather by the lack of institutional support of the 

colonial state (Leung 2000). 

 The Colonial State and the 1997 Political Transition.  After signing the 

Joint Declaration to return the sovereignty of Hong Kong to China in 1984, the 

colonial state of Hong Kong was immediately turned into a lame duck 

government.  Naturally, it did nothing to promote industrial upgrading or high-

tech development.  However, what is special during the 1997 political 

transition is the continuity of the class alignment between the Hong Kong state 

and big financial capital.  In the heydays of British colonialism, British 
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financial capital had a close tie with the colonial state up to the 1980s.  During 

the transition period from 1984 to1997, industrial relocation and lucrative 

mainland business opportunities had greatly empowered the Hong Kong 

Chinese financial and real estate capitalists.  With the support of the mainland 

government, these Hong Kong Chinese big capitalists were appointed into the 

Basic Law Drafting Committee to write up the future constitution of Hong 

Kong, appointed into the Preparatory Committee and the Selection Committee 

to “elect” the Chief Executive and the Provisional Legislative Councilors, thus 

ensuring the continual dominance of big financial capitalists in the post-

colonial SAR state after 1997 (So 1997). 

 

The Emergence of the Cyberport Project 

 

 The Origins. The above discussion on state-business relationship shows 

that the Hong Kong colonial state was much less autonomous than other Asian 

developmental states.  In addition, financial capitalists, irrespective of whether 

they are British or Hong Kong Chinese, are much more powerful than 

industrial capitalists in formulating the developmental policies of Hong Kong.  

In this respect, the debate instigated by the two reports on whether Hong Kong 

should go “industrial or service” was actually a foregone conclusion before it 

started the discussion.  Given the existing close links between financial capital 

and the state, the service route would surely win.  If this is the case, an 

interesting question is why did the SAR state propose Cyberport and socially 

constructed it as a high-tech project?  Why did the SAR state give a wrong 

impression that Hong Kong was moving toward the high-tech industrial route? 
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 To answer this question, we need to examine the calling for the SAR 

state to do something to show its worth right after the handover. Since the 

colonialists were now gone, Hong Kong people should do a better job in 

running its own government after 1997.  It may be under such calling for action 

that the first Chief Executive of the Hong Kong SAR state entitled his maiden 

Policy Address as Building Hong Kong for a New Era.  In that address, Chief 

Executive Tung emphasized, “Hong Kong has finally broken free from the 

psychological constraints brought about by the colonial era.  We should have 

the courage to set aside past modes of thought and plan Hong Kong’s long term 

future with new vision” (Tung 1997, paragraph 3).  But still why did the SAR 

state pick Cyberport instead of the service route? 

 Financial capitalists and the SAR state officials, of course, would want 

to choose service over industry/technology.  But they were prevented from 

doing so in the aftermath of the Asian financial crisis in 1997.  Currency 

depreciation and fluctuation in other Asian states, the drastic decline of real 

estate and stock prices, and the constant attack on Hong Kong currency during 

1997 and 1998 have clearly revealed the vulnerability of the financial route to 

the Hong Kong citizens.  Under such circumstances, it would be quite difficult 

to say explicitly that the SAR state wanted to strengthen Hong Kong’s financial 

and commercial status further.  On the other hand, the high-tech route seems 

quite attractive given the fact that neighboring Asian states such as Taiwan, 

Singapore, and South Korea were having much success in high tech 

development. 

 The formulation of the Cyberport project in 1999, therefore, doesn’t 

mean the triumph of the industrial route over the service route, or the triumph 

of industrial capital over financial capital in Hong Kong.  Cyberport was 
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proposed because the nascent SAR state needed to do something fast to show 

its worth and the Asian financial crisis has prevented it from pursuing the 

service path openly. 

 The Discourse.  The embeddedness of the SAR state in an economy 

dominated by financial and real estate capital helps to explain the peculiar 

discourse surrounding the Cyberport project when it was first formulated. 

 In March 1999, the SAR state announced plans to build Cyberport, a 

US$1.7 billion technology park in Pokfulam. Cyberport is aimed to create a 

strategic cluster of leading IT and service companies in Hong Kong in the 

shortest possible time.  It will concentrate on communication-oriented 

industries, calling for the building of telecommunications, network and 

wireless communications, optical electronics, and Internet appliances in Hong 

Kong.  The giant project is supposed to serve as a multimedia and information 

technology hub, with state-of-the art wiring, room for 130 companies, and 

adjacent housing.  The project is expected to generate more than 12,000 jobs in 

Hong Kong, while approximately 4,000 jobs will be created in the construction 

industry to build Cyberport.  When it is completed in 2002, Cyberport will 

generate demands for support services such as accounting, legal, and other 

back office functions (Pun and Lee 2002, p.9; hknews@ahkcus.org 26 July 

1999). 

 As Jessop and Sum (2000, p.2306-2307) point out, despite the high-

tech component of the Cyberport project, it could actually be seen as a service 

project as well, i.e., it is seen as a means to connect “Hong Kong’s services to 

fast cybertime and the knowledge-based economy…. This new object can 

symbolically (and, perhaps, materially) bridge the traditional service-

technology-property divide in the cityspace of Hong Kong.” 
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 Furthermore, Cyberport was originally conceived as a joint project 

between the Hong Kong government and Hong Kong’s Bill Gates (Richard Li, 

the son of tycoon Li Ka-Shing) and his Singapore-based corporation called 

Pacific Century CyberWork (PCCW).  Cyberport initial popularity could be 

explained by its links to Li Ka-Shing, as Li “represents success! Wealth! 

Excellent financial skills!” in the eye of Hong Kong residents (Siu 2002, p.32).   

Once Li is known to be involved in the Cyberport project, “the Cyberport was 

immediately constructed as “superb, sure win, wow, outstanding” (Siu 2002, 

p.31). 

 Mode of Formulation.  The way in which the Cyberport project was 

formulated also indicates the continuity of the colonial mode of governance.  

First, Cyberport was a close-door deal between Li Ka-Shing son (Richard Li), 

one of the most wealthy and most powerful financial capitalists and the Chief 

Executive Tung.  It seems that no other actors (other high government officials 

or other business groups) have been involved in the Cyberport project.  

Therefore, it seems right to criticize Cyberport as lack of transparency and 

creating cronyism.  With the dominance of the Li family in the project, with 

real estate (residential apartments, hotels, shopping mails) occupied 1/3 of the 

Cyberport build environment, critics are wondering whether Cyberport is a 

high-tech project or just another real estate investment in disguise.  Ten Hong 

Kong property developers felt jilted, and issued a rare letter of protest 

complaining about the lack of public bidding for Cyberport (Pun and Lee 2002; 

hknews@ahkcus.org 13 Sept. 1999). 

 Second, the Cyberport project indicates that the SAR state is still very 

much following the old colonial mode of laissez-faire planning.  The 

assumption is that the state only needed is to provide good infrastructure and 
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some investment incentives (like the land).  Once this is done, market forces 

will do the rest.  In this neo-classical perspective, technology is seen merely as 

an investment component.  If the investment climate is right, technology and 

technological innovation are unproblematic and will come to Cyberport in due 

course. 

 This superficial understanding of what needs to promote high-tech 

development help to explain the sequencing of the SAR state’s high-tech plan 

in the late 1990s.  The Cyberport project was first put forward in March 1999.  

Other vital high-tech programs – such as the Innovation and Technology Fund 

(ITF), the Applied Research Fund (ARF), and the Hong Kong Applied Science 

and Technology Research Institute Company Limited (ASTRI) – were released 

almost like an afterthought about half-a-year later.  If the quest for high-tech is 

a well-thought out plan, the SAR state should either announce all these high-

tech programs in the same package, or at least put forward the more important 

components (like ITF, the ARF, and the ASTRI) first before the Cyberport 

project, so as to show its determination to pursue the quest for high tech 

development and to make sure that its high-tech quest will not be misdirect to 

other directions. 

 

The Transformation of the Cyberport Project 

 

 State Capacity.  Given the above lack of a coherent plan for high-tech 

development, one has to ask whether the Hong Kong SAR state has the 

capacity to carry out all its high-tech programs as promised.   Ng 

(forthcoming), in discussing the SARS state’s strategic planning on 

sustainability, argues that “visions for the future have emerged but [they] have 
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not been underpinned by realistic strategies for their realization.”  Besides, the 

SAR state has been besieged by various half-hearted oscillating policies in 

other sectors, such as those on housing (promising the provision of 85,000 

public housing unit a year) and on education (the offering of Associate Degree 

to 60 percent of students in college cohort). 

In addition, the SAR’s state capacity has been eroded from the 

legitimacy crisis that it has been facing since 1997.  Like in other East Asian 

developmental states, the SAR state’s legitimacy hinges very much upon a 

steady growth of Hong Kong’s economy.  Unfortunately, Hong Kong’s 

economy suffered a severe setback right after the handover and is still 

depressed without much effective short-term relief effort or much uplifting 

prospects for near future improvement. An all-time high unemployment rate 

resulting in further layoffs and retrenchment while continuous plunges of real 

estate prices have dominated the local news headlines. Various public opinion 

surveys since mid-1999 have showed that over two-third of the respondents 

were not satisfied with the economic conditions.  As in elsewhere, the SAR 

state was blamed for the serious economic plight of Hong Kong. 

Subsequently, the SAR state has experienced an unprecedented tidal wave 

of social protests from the civil society.  Government employees in the 

Housing Department protested against the subcontracting out of their services. 

Schoolteachers protested against the imposition of an English proficiency 

examination to certify their language skills. Lawyers and overstayers from the 

mainland protested against the Mainland China and Hong Kong Final Court of 

Appeal’s restrictive reinterpretations on the right of abode. Students and human 

rights advocates protested against the Public Order Ordinance’s repressive 

clauses.  Pro-democratic activists protested against the regressive SAR 
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electoral system. Middle class homeowners protested against the SAR 

government’s inaction to relieve crushing their negative equity burdens. In 

addition, there were numerous protests by workers and unionists against plants 

relocation, business closure, layoffs, worsening work conditions, wage freeze 

or salary reduction, and other dire threats to their already fast shrinking rice 

bowl bottom line. 

As the SAR state was considerably weakened by social protests and 

de-legitimation, its capacity to carry out the proposed high-tech projects was 

circumscribed.  Hong Kong’s financial capitalists quickly took advantage of 

the situation and transformed the Cyberport into high-tech stock projects. 

From Cyberport to Cyber Stocks.  Knowing that the SAR state will 

pump in money into various high-tech projects, many real estate companies 

quickly reinvent and repackage themselves as high-tech companies in order to 

get a share of this money and a higher stock price in the stock market.  Jessop 

and Sum (2000, p.2307) report that  large developers such as Sum Hung Kai 

Properties and Hutchison Whampoa have reinvented themselves as Internet 

companies, created its own internet arm (Sunvision) and launched the 

Cyberincubator project in August 1999.  Under this scheme, developers would 

provide rent-free space for new “infopreneurs” for 3 years in return for 10 per 

cent stakes in their businesses.   

On May 4, 1999, PCCW announced the takeover of a small stock 

Tricom to achieve backdoor listing.  Siu (2002, p.32) reports, “On a single 

trading day, the price of Tricom surged from pre-suspension HK$0.136 to a 

peak of HK$3.225, closing at HK$1.83.  The rise was 2,271% and 1,245% 

respectively.  Independent analyst David Webb commented on May 5, “Pacific 

Century, CyberWork. You buy, you fry.” Siu (2000, pp.33-34) recounts the 
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cyber stock fas as follows: Quickly, many small stock companies followed suit 

by changing their names to things like i-something, e-something, and 

something.com.  The cyber stock boom was marked by a climax in February 

2000 when Li Ka-Shing’s conglomerate launched the Internet portal Tom.com.  

The portal was to be listed on the Hong Kong Growth Enterprise Market. 

On Feb. 23, 2000, the deadline to subscribe for the shares of Tom.com, about 

260,000 to 300,000 people lined up at 10 specified branches of HSBC.  The 

stock was over-subscribed 669 times and HK$150 billion was frozen during 

the IPO.  However, the stock was evaporated as fast as it rose up.  Its share fell 

from its peak at $26.35 on 15 February 2000 to $1.92 on 15 August 2001, 

evaporating a net value of HK$28.68 billion.  Following the NASDAQ 

landslide in March-April 2000, the high-tech bubble in Hong Kong has finally 

burst. 

 The Retreat of the SAR State.  Although the SAR state has made no 

formal announcement, it has gradually retreated from its commitment toward 

high-tech development.  In the budget speech of the Financial Secretary as well 

as in the annual address of the Chief Executive over the past two years, high-

tech development is no longer mentioned as a top priority for the SAR 

government.  Instead the Financial Secretary in his maiden speech in March 

2002 listed four key areas for future development as financial services, 

logistics, tourism, and producer/professional services, while the Chief 

Executive (Tung 2003, p.9) put his focus on boosting “Hong Kong’s role in the 

Pearl River Delta,” promoting sectors that generate higher value for our 

economy, including financial, logistics, professional, and producer services, as 

well as sectors like tourism and local community economy which will provide 

more job opportunities for the people.”  From the image of a global high-tech 
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city, the SAR state is now re-imagining HK as a regional service hub for the 

Pearl River Delta. 

 Intensifying the Real Estate Component for Cyberport.  With the retreat 

of the SAR state, the real estate component of Cyberport is getting more and 

more important.  It seems that Cyberport has difficulties in finding new 

transnational investments, so it has lowered its criteria by allowing (or 

encouraging) small local companies to join. 

 

Cyberport: Lesson for High-Tech Development in Hong Kong (Baark) 

 

Conclusion (Baark) 
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