COVER STORY

Development of innovation
{o lift Homg

it by the Asian financial crisis,

many Hong Kong people begin

to realize that a sound economy
cannot solely rely on the finance and
property market. There is an urgent need
to diversify the economy more than ever.

The expenditure-based Gross Domestic
Product (GDP) for the third quarter of 1998
released by the Government’s Census and
Statistics Department revealed a 7.1 per
cent drop in real terms over the same period
of the previous year. Unemployment rate
reached 5.5 per cent in late 1998. Property
prices have collapsed to about half of their
heady heights of mid-1997. The territory is
experiencing an unprecedented recession.

The road to recovery is full of challenges
and chances. In an attempt to boost the
future growth of the economy, the SAR
Chief Executive Mr. Tung Chee-hwa
announced his intention to make Hong
Kong a “regional innovation centre” in his
second policy address in 1998.

Under the chairmanship of Professor Tien
Chang-lin, former Chancellor of the
University of California at Berkeley, the
government-appointed Commission on
Innovation and Technology completed its
interim report last September.

Concurrently, the Government
announced its decision to inject $5 billion
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for the establishment of an
Innovation and Technology Fund,
and the setting up of an Applied
Science and Technology Research
Institute to boost the territory’s mid-
stream research capacity.

At the press conference
announcing the Commission’s First
Report on October 9, 1998, Prof.
Tien pointed out that it was crucial
for Hong Kong to map out its
position in the knowledge-based
economy against increasing world
competition.

He further commented that Hong
Kong must create new and more
effective niches through innovation
and technology in order to ensure
longer term economic stability and
growth. Innovation and technology
were important to all sectors of the
economy, including traditional and low-
tech manufacturing industries, as well as
service industries. They might be applicable
to every aspect of the value-adding chain.

“We envision Hong Kong to be an
innovation-led, technology-intensive
economy in the 21st century, serving the
region as a centre for the development and
commercialisation of innovative ideas and
technology, in addition to Hong Kong’s
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current role as a business and financial
centre.”

“While industry must make its own
choices and investments, the Government
should play the role of a promoter, facilitator
and supporter,” Prof. Tien said.

The Government’s determination is clear.
As Mr. Francis Ho Suen-wai, an ex-officio
member of the Commission and the
Government's Director-General of Industry,
said: “The 21* century will be a knowledge-



and technology

Kong out of ecc

based world. In a knowledge-based global
economy, innovation and technology are
essential in adding value, increasing
productivity and enhancing our overall
competitiveness.”

“In the world’s largest economy, that of
the United States, 80 per cent of productivity
growth is attributed to technological and
knowledge-based advances. To achieve
success in this area, however, requires a
dedicated effort and a commitment to
investing in the necessary technological
infrastructure. Although the rewards may
not be immediately apparent, this is an
essential investment in our future,” said Mr.
Ho.

Innovation comes in many forms, but
the Government’s current preoccupation is
decidedly high technology of an applied
nature.

“Some people associate high technology
with state-of-the-art products, such as
aerospace and supercomputers. However,
technology is not remote from our everyday
life at all. Technology with high or new
scientific contents that creates or adds value
to our products and service actually
abounds. A very good example is the use
of smart cards.”

“Moreover, innovation and technology
are not the prerogative of new industries.

In the same way that banking and
transportation may be revolutionized by
innovation and technology, so may other
so-called traditional industries, such as
textiles, garment, plastics and metal.” Mr.
Ho added.

“To achieve this goal, the government
effort alone is surely not enough. T am
delighted to see that academia and the
private sector are taking active
initiatives in helping the process,” he
observed.

Initially, the Government’s plan on
innovation and technology has been
met with skepticism, because Hong
Kong has no technological
infrastructure in respect of
midstream research and
development. In a single year, the
total expenditure on research and
development from all sources is
usually less than 0.5 per cent of
GDP. In
comparison, other Asian

the territory’s

economic powerhouses like
Singapore and Taiwan are
investing far more in research,
with an annual expenditure
between 1 and 1.5 per cent of
their total national GDP.

Dr. Lily Chiang, Executive
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Director of the locally-listed Chen Hsong
Group, agrees that the investment amount
is insufficient: “Even a single factory in
Taiwan can spend one billion (US dollar)
on an expansion. The Government’s
investment is not very significant.”

The Government is not fighting a lonely
battle. There is a growing consensus on
the development of innovation and

My, Ho Suemwgi
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technology among the industrial sector and
the community at large.

Mr. Henry Tang Ying-yen, a leading
industrialist on the panel of the Commission
on Innovation and Technology, said: “The
Asian financial crisis has prompted the
government and the community to realize
the stabilizing function of industry in the
economy structure.

Mr. Henry Tang is optimistic about the

development of innovation and technology-

This is surely a golden opportunity for the
long term development of industry.”

“The future growth of industry hinges
on three principal factors: investment,
human resources and government policy.
None of these can be missing.”

“The government can provide a
conducive business environment like
lowering tax for companies with major focus
in research and development. Besides, the
setting up of a second stock exchange can
help technology-based companies to gather
more resources.”

Besides, Mr. Tang also called for a closer
partnership between the industry and the
academia.
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“University researchers must understand
that what the industry needs is not distant
and unreachable. What we need most are
midstream researches that are readily
applicable in our daily life. At the same
time, industrialists should be aware of the
latest research results, and make use of
their business acumen to identify suitable
products for commercialization.”

The partnership between academia and
industry has indeed come a long way.

Traditionally, university researchers do
not want to confine themselves to applied
research. To increase the chances of

success in midstream research, many
universities realize that a closer
involvement with industry is almost an
irrevocable trend. The Massachusetts
Institute of Technology’s Made by Hong
Kong study in 1997 further re-affirmed
the need to increase allocation of
resources to research and development
in order to assist local industry move to
higher value-added activities.
Nevertheless, providing support to
industry is by no means an easy task,
as pointed out by Mr. Alwin Wong,

Head of Industrial Development

(Technology Resources) of The Hong

Kong Polytechnic University. “To
expedite the use of advanced technologies,
availability of the requisite human resources
is essential.”

“The PolyU is fully committed to meeting
the needs for professional manpower.
Besides, the University also encourages its
staff to support the industry by conducting
applied researches and providing
consultancy services,” Mr. Wong continues.

The two major objectives of the
University are not mutually exclusive. Since
1990, the Institution has been operating a
Teaching Company Scheme under which
graduate research students are placed full-
time in participating companies for two
years to undertake research of specific
concern to the company. The student

receives a full salary contributed equally
by the University and the company
concerned, and is guided by an academic
supervisor from the University as well as
by supervisors from the company.

Through this operation model,
participating companies will benefit from
the research deliverables, and students will
benefit from their practical research
experience in a genuine business
environment. So far a total of 38 projects
has been successfully completed for the
industry.

The Scheme has won high acclaim not
only from the industry but also from the
Commission on Innovation and Technology.
The Commission noted in its interim report:
“We consider the Scheme a good model
for fostering university-industry partnership
and recommend that it should be promoted
to other universities.”

In 1996, the PolyU earmarked the
Industry-Guided Research and Development
(IGARD) Fund from its internal reserve to
stimulate applied research with well-
identified industrial application. Part of the
industry-guided nature is reflected by the
requirement that endorsements must be
obtained from at least two reputable
establishments in the relevant industry

ascertaining the value of the projects.




More recently, the PolyU is actively
working on the establishment of the Rapid
Product Development Syndicate (RAPRODS)
under the aegis of its non-profit-making
services arm, the PolyU Technology and
Consultancy Company Ltd.

“To realize the vision of establishing
Hong Kong as a regional innovation centre,
Hong Kong companies must be prepared
to move from original equipment
manufacturing to original design

manufacturing, ” Mr. Wong said.
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“The latter involves investing in new
products and new brands — a research and
development process which most Hong
Kong firms have been reluctant to embrace.
Therefore, the PolyU is trying to fill in this
niche by making use of its expertise in
engineering, product development and
industrial design.”

What is more, RAPRODS is well poised
to tape on the vast research potential of
the Mainland through its connection with
the International Strategic Technology
Alliance (ISTA), an expertise network

versity S

initiated by the PolyU. Apart from the

PolyU, ISTA’s current membership
includes 14 leading universities in the
Chinese Mainland, the University of
Warwick in the UK and Purdue
University in the US.

According to PolyU’s experience,
collaboration with institutions on the
Mainland proves to be a huge success.
The University has successfully

completed 14 products for
commercialization despite the
relatively short history of ISTA.
The new products have gained
strong support from the industry.
Pro-Health Technology Limited, a member
of the Chen Hsong Group, has
commercialized eight medical-related
products out of the 14 breakthroughs. Dr.
Lily Chiang said: “Our project with the PolyU
fully exemplifies the tremendous potential
for collaboration between industry and
academia.”

In a broader perspective, the
Government has also taken many other
steps to provide a congenial environment
for Hong Kong’s inventors. The newly set
up Patent Application Grant has supported
31 patent-seekers by covering the various

costs involved in the registration process,
and the construction of the territory’s first
Science Park is in full swing. Situated in a
site of 22 hectares in Tai Po, the Science
Park will provide office premises for rent
to technology-based companies and land
plots for lease to firms that plan to purpose-
build their own premises for intensive
research and development.

Is any place too late for innovation and
technology? At least this is not the case for
Israel. In seven years’ time, the country
came from nowhere to become in the
forefront in the world’s information
technology industry.

In the next phase of its work, the
Commission on Innovation and Technology
will examine issues not fully covered in
the first report. These include measures to
attract technological talents to Hong Kong,
fostering a culture of innovation and
technology in industry, improving the
business environment and reviewing
institutional arrangements.

Coupled with the entrepreneurial drive
and resilience of Hong Kong people, it is
highly likely that innovation and technology
will become the future drives of the
economy. )
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