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Wake-up Call to
Business Community .
Launch of ITB Drives
Home Need to
Embrace Innovation
and Technological
Developments
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On 6 November 2015 , the Hong Kong Legislative Council fina?%_approved funding
towards establishing the Innovation and Technology Bureau (ITB). The bureau was
launched officially with the appointment of Mr Nicholas Yang as head on 20 Nevem-

ber 2015. So how does ITB work and where do Hong Kong businesses come |n ythe
picture? Secretary Yang, who has set his sight on building a “robust and sustainable
innovation and technology ecosystem” in Hong Kong, is calling upon local
businesses to “think out of the box and think bigger.”

It is no secret that Hong Kong lags behind many other markets both in innovation
and technological development. In this article, the new ITB chief and the founders of
some successful startup companies explain the urgency for the business commu-
nity as a whole - and not just those involved in information technology - to face
up to the situation. Any business - irrespective of its nature - will risk being

displaced if it does not catch up with technological applications. _ N
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till recall those early days of

the Internet when some

organisations launched web

sites to explain themselves
and to project their image? That was just
about two decades ago. Was your organi-
sation among those with a corporate site
or did it keep on handing out corporate
brochures? Now corporate sites are no
longer a novelty; they have become a
necessity not just to enhance image but to
connect with stakeholders and to market
goods and services. More than that, the
more tuned-in companies are using
mobile devices to reach out anytime,
anywhere.

Technology, specifically information
technology (IT), is advancing at a fast
clip. As a decision-maker in your compa-
ny, do you take technology into account
when doing strategic planning? If yes, you
can turn technological advancement into
opportunities. If no, then you are expos-
ing your company to risk.

Playing Catch-up

The recent establishment of the
Innovation and 'Technology Bureau
(ITB) should give you some food for
thought. Transforming this city into a
technological hub was on the
Government agenda at the very inception
of the Hong Kong Special Administrative
Region. However, it had taken the
current-term Government years to take
the first solid step towards meeting this
objective. It is not surprising, therefore,
to see the private sector having to play a
catch-up game.

“It is true that Hong Kong is a relatively
late starter in the development of innova-
tion and technology,” conceded ITB’s
Secretary Mr Nicholas Yang. He noted
that today, Hong Kong’s total expenditure
on research and development (R&D) is
only about 0.73 per cent of the gross
domestic product. “More significantly,
our private sector’s R&D expenditure lags
way behind other developed regions,” he
said. “In other words, most of our
private-sector businesses do not invest in
R&D.”
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A MrNicholas Yang, Secretary for Innovation and
Technology
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The ITB Secretary urged the private
sector to “work together to reverse this
imbalance.” The Government’s objective
in founding I'TB is to “develop local
innovation and technology to transform
Hong Kong into a knowledge-based
economy that provides quality employ-
ment opportunities, especially for our
youth, and improves the quality of life for
Hong Kong people,” Mr Yang said.

He takes a holistic view on what he sets
out to achieve, which he described as
“building a robust and sustainable
innovation and technology ecosystem”
directed at “promoting adoption of local
technology products among SMEs (small
and medium-sized enterprises), address-
ing social issues, stimulating private
sector R&D and driving Hong Kong’s

‘re-industrialisation.””

As a “connector,” Mr Yang said, I'TB will
“connect the Government, academia, the
business and research sectors” as well as
the best of overseas tech-savvy resources
such as the Massachusetts Institute of
Technology (engaged to launch Innova-
tion Node in Hong Kong). As a “facilita-
tor,” I'TB will put up what he termed
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“initial resources” to stimulate funding
interest in the private sector towards
fostering the ecosystem conducive to
innovation and technology.

New Mind-set Required

In other words, the situation calls for a
new mentality to recognise the powerful
impact of innovation and technology
across a wide spectrum of society.
“Simply put, ‘innovation’ means taking a
new idea from conception to impact.
Innovation and technology bring revolu-
tionary and disruptive changes to our lives
at a pace and on a scale that are unprece-

dented,” Mr Yang said.

Entrepreneurs who made a name in
innovation and technology could not
agree more. They pointed out that the
business community, in particular,
should adopt a broad-minded approach or
else risks being displaced by “disruptive

innovation.”

A term coined by Harvard Professor
Clayton M Christensen,
innovation” refers to a process whereby a

“disruptive

new product or service gradually takes
root and takes over established competi-
tors, resulting in a new market value.

“Any
innovation, for sure, would put them-
selves at risk,” said Mr Arthur Chang,
founder and chairman of Hangzhou UCO

company ignoring disruptive

Cosmetics Ltd, a one-stop ecommerce
partner for beauty brands covering full
China. What
transpired in the I'T industry itself should

online channels in
serve as writing on the wall for the entire
business community. The evolution from
“IBM (International Business Machines)
to Internet, and from Nokia to Apple only
took place in the last 20 to 30 years,” Mr
Chang pointed out. “But even big compa-
nies like Nokia or Motorola can be
‘replaced’ by a new disruptive technology
or application.”

Despite being a “world-class city” noted
for its “exceptional success in finance
and real estate development,” Hong
Kong is “quietly lagging behind and

gradually becoming irrelevant in a world
driven by innovation and technology,” said
Mr Jason Chiu, chief executive officer
(CEO) of cherrypicks. His company is a
leader in mobile marketing, smartphone
applications, mobile augmented reality
and new media technologies. “You can
choose to embrace disruption and shape
the future or a startup unicorn will do it
for you,” he said. “Hence it is advisable
that corporations and industries proac-
tively reinvent themselves with innovation
and technology.”

In other words, you do not have to be in the
I'T sector to pay credence to technological
advancement, given its symbiotic relation-
ship with the business world. “Innovation
and technology can involve two aspects,”
Mr Chang explained. “The ‘innovation’
introduced by technology is just part of
itself.
involves various other aspects, some of

innovation Innovation actually
which may not even be remotely related to
technology. For example, a new business
model that brings about greater efficiency

or achievement is also innovation.”

Similarly, Mr Arthur Chow, CEO of
6waves, a leader of social and mobile
games publisher based in Hong Kong,
noted that “technology and innovation
have always been, and will continue to,
affect everyone’s life.” That is why “busi-
nesses need to pay attention and stay
relevant in the midst of technological
changes or else they may become irrele-
vant.”

Of course, cost consideration may keep
most businesses from adopting every
technological development. “Some new
technologies are only fads while some
may be ahead of their time,” Mr Chow
said. So instead of “staying in the
forefront to adopt new technology,” he
“wait till it
approaches a tipping point” with more

advised businesses to
public acceptance.

Seek Relevance in Tech Trends
So how can Hong Kong’s businesses find

relevance among the myriad global

technological ~developments, namely,



mobile applications, cloud computing,
financial technology (fintech) and big
data analytics, etc?

Mr Yang firmly believes that “world-class
industrial expertise and experience are
still in Hong Kong people’s blood.” What
businesses should do is to “seize upon
the opportunities brought about by
re-industrialisation and the Internet of
Things to promote smart production and
to develop high value-added industries
and manufacturing processes in robotics,
and healthy
ageing,” just as they contributed to Hong

smart city (solutions)

Kong’s economic boom in the 1970s.

From a practical standpoint, the entre-

preneurs interviewed offered some

specific ideas.

Mobile applications are a major techno-
logical trend to follow. “I still see that a lot
of businesses are not adopting the
phenomenon of smartphones and mobile
apps,” noted Mr Chow. This can be as
basic as not having a mobile version of the
corporate site. He cautioned that “it is
essential” for businesses “to provide a
seamless experience to customers when
interfacing with them via a mobile
device.”

“Mobile apps are extremely important” in
that users can access portable devices
virtually 24 hours a day, added Mr Chang.
“In the past with PCs (personal comput-
ers), you might be spending, at most,
seven to eight hours a day in front of the
the
Internet today, aside from seven to eight

screen.  Given development  of
hours of sleep, one can be on line the rest
of the day.” In fact, the convenience of
mobile apps is bringing on changes to
“consumer habits, information retrieval,

and ways of managing business,” he said.

Furthermore, Mr Chang said Hong Kong
companies must catch up with sharing
economy, a collaborative consumption
economic model allowing peers to pay to
share someone else’s goods or services.
[One well-known example of sharing
economy is

transportation  provider

Uber.]
perspective, he noted that unfortunately

Speaking from the Mainland

for Hong Kong, ecommerce development
is slow. “That is a situation of application
and service not meeting the pace of
technological advancement, which, of
course, stems from some issues innate to
Hong Kong,” he said. By “issues,” he was
referring to the small size of the local
market and the surge of the “localisation
movement” since Hong Kong returned to
Chinese rule.

In some markets, including the Mainland,
mobile apps are widely adopted for
financial services, which reflects the
growing importance of another trend —
fintech. Fintech refers to an emerging
industry that aims to raise efficiency of
financial services via technology. To date,
fintech players are mostly technological
firms, which led Mr Chiu to sound a
warning for traditional financial services

institutions such as banks. “More and

more fintech players are entering the
market,” he said. “Some are challenging
obsolete  regulations to  become
mainstream financial services players. As
Bill Gates once said, ‘Banking services are

i)

essential, but banks are not.

Surely Hong Kong remains one of the
world’s major financial centres. But Mr
Chiu wondered “if we can continue to
maintain the leading edge down the road
when the mainstream capital market
could be powered primarily by the

Internet and fintech.”
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Companies also must take a close look at
big data analytics. “They can get a lot
more information from such data, then
analyse them to serve customers better,”
said Mr Chang.

Focus on Ecosystem

In the eyes of entrepreneurs, the launch
of the I'TB was a positive move for Hong
Kong’s business community. “I think it is
a good initiative that we now have a more
dedicated and focused bureau to work on

innovation and tech startups,” Mr Chow
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said. While there is “more traction for
tech startups in the private sector,” he
expressed hope that “more support from
the Government” would bring about
“more successful case studies.”

Mr Yang spoke from a more macro
perspective about the I'TB’s role: “The
key factor is not money, as I should
emphasise, but the impetus that harness-
es the energy of relevant groups and
professionals.” To attract investors,
locally developed innovation and technol-
ogy “must look beyond the local market”
both across the border and globally, he
said. In addition, I'TB also shall “focus on
building a vibrant, sustainable ecosystem
that is also capable of retooling the

innovation talents,” he added.

Along this line, a number of measures
were put forth in the 2016 Policy Address
and Budget. These include:

e a HK$2 billion Midstream Research
Programme to encourage development
of translational technology at universi-
ties to better articulate with down-
stream R&D for commercial use;

a three-year Pilot Technology Voucher
Programme to subsidise use of techno-
logical services by SMEs on a 2:1
matching basis for up to HK$200,000
each;

a HK$2 billion Innovation and Tech-
Fund
startups with “pre-Series A’ funding or

nology Venture to provide
the first round of financing after seed
money; and

a HK$500 million Innovation and
Technology Fund for Better Living to

improve the lots of the underprivileged
by means of information and communi-
cation technology.

Mr Yang believes that a healthy ecosystem
with ample deal flow and regeneration
ability is critical to sustaining innovation.
“help people
embrace failure and emerge again,” Mr
Yang said. “Bill Gates and Steve Jobs did
not succeed the first time but they

Such an ecosystem will

succeeded tremendously the second or
third time.”

Mr Chow, who gave up a good corporate
position to help found 6waves, agreed. “One
of the key success factors in innovation is to
embrace risk and not be afraid of failures,”
he noted. “Having the capital available will
help startups to take more risks.”

But then seed money is “never more
important than a good solid idea and
business plan,” Mr Chow added. His
advice to startups is not to focus too much
on raising capital or complain of the lack
of it but to improve their business plan.

The ITB chief offered more insight on
how to fine-tune a business plan. Mr
Yang noted that success in the technology
sector relies a lot on a company’s ability to
set the standards or provide the platform
or both. “When you control the standards,
everybody has to follow you,” he said.
“When you control the platform, everyone

iy

has to depend on you.”
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