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HIGHLIGHTS

e Addresses the lack of recent studies enabling systematic,
comparable analysis of industrial specialisation across Chinese
regions.

¢ |dentifies specialised industries for each of the nine Guangdong
cities in the Guangdong-Hong Kong Macau Greater Bay Area (GBA)
and for 31 Chinese provinces.

e Each city in the GBA exhibits a distinct pattern of specialised
industries, shaped by its unique industrial legacy and policy
orientation, and together they contribute to a dynamic regional
division of labour.

o Compared to the Yangtze River Delta (YRD), the GBA stands out for
its specialisation in consumer-oriented industries that are moderately
tech- and capital-intensive, with a strong emphasis on product
design and rapid response to shifting market demand. This reflects
the region’s deep industrial roots as China’s pioneering export-
oriented economy since the onset of reform and opening-up.

e GBA specifically leads in one high-tech industry—the ICT
equipment—accounting for over one-third of national sales, far
exceeding Jiangsu’s 15% share (ranking second after Guangdong)
and the YRD’s combined 28% share.

e Lays a foundation for further research on the GBA's industrial

dynamics, informing better regional and industrial policies.

In many industries, leading firms are located in the same nation—or
even the same city or region within the nation, as Porter and others
proved.! The localisation of competitive advantage in certain industries
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and activities has prompted national and local governments to pursue
industry-proliferating regional development policies. However, Michael
Enright warns that without rigorous methods to identify and characterise
industrial localisation, regional policies risk targeting the same industries
across different places, rather than supporting strategies tailored to the
specific nature of local economies.?

The Guangdong-Hong Kong-Macau Greater Bay Area (GBA) has been
a key driver of China’s economic growth since China’s reform and
opening-up. Many scholars have examined various aspects of GBA
industrial development, such as development trajectories, technological
upgrading, innovation, and industrial interconnection, using advanced
techniques and detailed historical materials.® However, few of these
studies use disaggregated industrial data to identify industrial
agglomerations or specialisations within the GBA that enable systematic
cross-regional comparisons.

This analysis addresses this gap in recent studies by applying a simple
yet powerful tool—location quotient analysis—to identify the industrial
specialisation in the Pearl River Delta (PRD), the Guangdong portion of
the GBA, and the region as a whole, especially as compared with the
Yangtze River Delta (YRD), another major economic powerhouse of
China.

Location quotient (LQ) is a widely used tool in economic geography that
compares a region’s share of a specific activity with its share of a broad
aggregate.* Using LQ instead of the more widely known ‘market share’
as the primary metric is because market share tends to bias against
smaller economies or industries, limiting comparability across regions or
sectors of different scales. Its threshold for specialisation is also
arbitrary. Relying solely on market share to measure specialisation or
competitiveness may, therefore, result in a few geographic units
dominate most industries, or certain industries appear dominant across
all geographic units. In contrast, LQ offers a more nuanced view,

allowing finer differentiation of industrial specialisation among regions.
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Identify Industrial Localisation

Using the latest available industrial output data across 31 manufacturing
industries at the city, provincial, and national levels, the study first
calculates location quotients for each of the nine PRD cities by dividing
an industry’s share in the city’s gross industrial output (GIO) by the
same industry’s share in Guangdong’s total GIO. Provincial-level
location quotients are then computed by dividing each industry’s share
in provincial industrial sales by its corresponding share in the national
total. An LQ greater than one indicates that a city or region is more
specialised in an industry than the provincial or national average, with
higher LQ values reflecting greater specialisation.® By combining LQs
with industrial output shares, the study analyses the specific industrial
competitiveness of PRD cities within the regional context, and of the
GBA within the national context.

The data used to calculate the LQs for PRD cities are the GIO of
industrial enterprises above designated size in 41 secondary industries
(including seven mining industries, 31 manufacturing industries, and
three utility industries) in nine PRD cities in 2023. An industrial
enterprise above designated size refers to one with an annual principal
business revenue of RMB 20 million or above. The data used to
calculate the LQs for Chinese provinces are the sales revenues of
industrial enterprise above designated size in 31 manufacturing
industries across 31 Chinese provinces in 2022. Since the PRD region
generally accounts for over 80 percent of Guangdong’s industrial output,
the LQs for Guangdong province are used to represent those of the
PRD and thus, the GBA. For the YRD, the analysis first sums the sales
revenues of Shanghai, Jiangsu, Zhejiang, and Anhui provinces for each
of the 31 manufacturing industries. The aggregated industry-level
revenues are then used to compute the LQs for the YRD.

Industrial Specialisation in PRD Cities

Using the LQs as a benchmark, each of the nine cities in the PRD
exhibits distinct industrial strengths, enabling us to uncover a
multifaceted economic landscape characterised by high-tech innovation,
traditional manufacturing, and resource-based processing. Figure 1
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illustrates the distribution of industrial specialisation across the PRD
region, as represented by the top three industries with the highest LQs
in each city. The author’s working paper of the same title offers an in-
depth analysis of all specialised industries in these cities.®

By combining location quotients with each city's industrial output shares
in the province, the study identifies Guangzhou and Shenzhen as the
undisputed industrial leaders in the GBA. Guangzhou excels in transport
equipment and pharmaceutical manufacturing, while Shenzhen stands
out in electronics, instruments, and creative industries.

Figure 1. Industrial Specialisation Pattern of the PRD Region
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Notes: Numbers in parentheses represent LQs. Only the top three specialised manufacturing
industries with the highest LQs in each PRD city are shown on the map. “Other manufacturing” and
“Tobacco manufacturing” are excluded in the map. City GIO Share indicates the proportion of a
PRD city’s GIO within the provincial total GIO.

Foshan, Dongguan, and Zhuhai form the second tier of industrial
strength in the PRD. Foshan is another manufacturing powerhouse in
Guangdong, dominating in a wide range of traditional industries,
spanning from textiles, furniture, and metal products to electrical and
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general equipment, supported by ongoing smart transformation.
Compared to Foshan, Dongguan has a smaller provincial market share
and narrower industry range but leverages its export-oriented legacy
and proximity to Shenzhen to thrive in traditional sectors like paper and
leather goods while increasingly advancing in high-tech industries like
electronics. Zhuhai stands out for its unique specialisation in aerospace
maintenance, driven by strategic advantages such as Airshow China
and efficient connectivity to the Hong Kong International Airport. It is
also a key contributor to Guangdong’s chemical and pharmaceutical
industries.

The remaining cities may not hold substantial provincial shares in most
of their specialised industries compared to the leading ones, but they
each exhibit distinctive strengths in specific sectors. Huizhou and
Jiangmen contribute strategically to Guangdong’s capital-intensive
sectors. Huizhou serves as a petrochemical hub anchored by the Daya
Bay complex, while Jiangmen excels in railway, ship, aeronautics and
other transport equipment, as well as chemical production. Zhongshan’s
industrial specialisation profile is similar to those of Foshan and
Dongguan, but its share in provincial output for each specialised
industry is significantly lower. It may need to consolidate its industrial
focus and scale up industrial output, alongside continued efforts in
industrial upgrading. Zhaoqing plays an important upstream role,
specialising in resource-based processing and production, and is
increasingly recognised for its contributions to waste utilisation,
highlighting its potential in circular economy practices.

Collectively, the PRD cities form a dynamic complementary and resilient
industrial ecosystem, blending traditional capabilities with advanced and
sustainable manufacturing potential.

Industrial Specialisation of GBA in China

LQs based on industrial sales revenue across 31 Chinese provinces
indicate that the GBA (represented by Guangdong province) specialises
in 12 out of 31 manufacturing industries. It is most highly specialised in
five (LQ>1.5): cultural & sports goods, furniture, ICT equipment
(communication equipment, computers and other electronic equipment),
rubber and plastics, and other manufacturing. To a lesser extent, the
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GBA also shows specialisation in electrical equipment, printing & media
reproduction, apparel, footwear & headgear, pulp & paper production,
leather products, metal products, and instruments & meters (See Table

1).

Table 1. Industrial Specialisation in the GBA vs the YRD

GBA (Guangdong) YRD
National National
Industry LQ Share Industry LQ Share
Cultural & sports goods 2172 32% Chemical fibres 2.285 68%
Furniture 2.146 31% Instruments & meters 1.721 51%
ICT equipment 2.094 31% General equipment 1.720 51%
Rubber & plastics 1.528 22% Electrical equipment 1.508 45%
Other manufacturing 1.525 22% Textiles 1.495 44%
Electrical equipment 1.429 21% Special equipment 1.299 38%
Printing & media 1.394 20% Rubber & plastics 1.283 38%
reproduction
Apparel, footwear & 1.345 20% Apparel, footwear & 1.273 38%
headgear headgear
Pulp & paper production 1.292 19% Metal products 1.208 36%
Leather products 1.270 19% Automotive manufacturing  1.106 33%
Metal products 1.269 19% Cultural & sports goods 1.105 33%
Instruments & meters 1.115 16% Basic chemicals 1.083 32%
Printing & media 1.078 32%
reproduction
Furniture 1.047 31%
Railway, ship, aero etc. 1.038 31%
equip.

The GBA is frequently compared with the YRD region. However, caution
is needed as the YRD covers a substantially larger area and population,
which gives the region a significantly larger economy. The YRD officially
includes 27 prefecture-level cities in four provinces (Shanghai, Jiangsu,
Zhejiang, and Anhui), with a total land area of 358,000 square
kilometres.” In contrast, the GBA includes only 11 cities with a total land

HKUST LI & FUNG
SUPPLY CHAIN INSTITUTE 6



Thought Leadership Brief Series: Specialisation of Manufacturing
Industries in the Guangdong-Hong Kong-Macau Greater Bay Area

7 January 2026

area of 56,000 square kilometres. The YRD has a population of 240
million, while the GBA has only 86 million.

Despite these differences, the LQ method offers a better tool for
comparing the industrial strength of the two regions. As shown in Table
1, the YRD specialises in 15 out of the 31 manufacturing industries and
is also most highly specialised in five: chemical fibres, instruments and
meters, general equipment, electrical equipment, and textiles. To a
lesser extent, it also shows moderate specialisation in a broader range
of industries.

Industries specialised in the YRD but not in the GBA include chemical
fibres, general equipment, textiles, special equipment, automotive
manufacturing, basic chemicals, and railway, ship, aeronautics and
other equipment. Conversely, industries specialised in the GBA but not
in the YRD include ICT equipment, other manufacturing, pulp & paper
production, and leather products.

While a broad-based manufacturing powerhouse, the GBA’s
specialisation profile, especially in comparison with the YRD, highlights
GBA’s competitive edge in consumer-oriented sectors (electronics,
household goods, cultural and sports, apparels), mid-tech, moderate-
capital industries (rubber & plastics, electrical equipment, printing &
media reproduction), and design-intensive industries (cultural & sports
products and furniture). These industries have a high demand for
flexible, agile manufacturing to respond rapidly to market shifts.

An exception is the ICT equipment industry in the GBA, which delivers
high value-added output and advanced technological content. It also
requires substantial upfront investment and highly skilled labour.
Remarkably, the GBA accounts for over one-third of national sales in
this industry, far exceeding Jiangsu’s 15% share (ranking second after
Guangdong) and the YRD’s combined 28% share, underscoring the
region’s leading competitiveness in this high-tech industry as here
concentrated nearly all China’s ICT giants.

In contrast, the YRD’s specialisation profile reveals a robust foundation
in capital- and technology-intensive upstream industries, distinguished
by precision manufacturing, advanced engineering, and a strong
demand for skilled labour.
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Conclusion

The LQ analysis offers a nuanced perspective on the manufacturing
competitiveness of the GBA and its cities, allowing for a finer
differentiation of industrial specialisation despite central and local
economic plans seemingly targeting similar priority industries. This study
highlights that a region’s industrial strength and development trajectory
stem from a synergy of public policies, local industrial heritage, and
resource endowments. PRD cities exhibit a dynamic division of labour
and industrial complementarity, enabling refined coordination and
integration for mutual reinforcement.

However, without disaggregated sectoral data, this study cannot fully
explore the industrial strength of cities and provinces at a more refined
level, neither can it address the role of innovation in reshaping the
GBA'’s industrial landscape, or how Hong Kong'’s strengths in services
and science can be leveraged for regional development. These are
important areas for future research, with this study serving as a
foundational step in understanding the GBA'’s industrial dynamics.
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HKUST Li & Fung Supply Chain Institute

The HKUST Li & Fung Supply Chain Institute accelerates the creation,
global dissemination, and practical application of new knowledge and
technologies for managing supply chains. Jointly established by
international research university HKUST and supply chain industry
leader Li & Fung, the Institute engages in collaborative research,
exchanges, professional development and executive education to drive
real-world impact across the region and globally, while contributing to
Hong Kong’s development as a multinational supply chain management
center.
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