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As per advance estimates, the Hong Kong
economy has registered a negative growth
in the third quarter, reflecting that the city has
officially gone into a technical recession. In fact,
the CMA also made its economic forecast in
September, anticipating that the actual GDP
growth rate in 2019 will be almost zero, and will
probably slip into negative growth in 2020. The
recession has been accelerated perceptibly.

The unemployment rate has long been
one of the significant benchmarks of social
stability. Though the unemployment rate in
the third quarter maintains the historic low
of 2.9%, the retail, hospitality and catering
services industries, which are employing over

550,000 persons, have been facing increasing
pressure. The jobless rates of these sectors
have dreadfully soared to nearly 5%. The fourth
quarter is traditionally the peak shopping
season; however, the number of visitors in
Golden Week dropped more than half. The
retail business was no better at Halloween
amid continuous protests and riots. If the social
unrest in Hong Kong has no signs of ending
in December, the unemployment rate in the
next quarter may surge further along with the
waves of business closures and layoffs. Despite
the fact that the manpower situation of other
industries does not have significant changes,
the social consequences should not be taken
lightly.

The Sino-US trade war and the global
economic slowdown are other annoying factors
to Hong Kong. Not only does the export
statistics remain sluggish, but the decline in
the freight volume in the third quarter has also
hit a record high in the recent decade. At the
time of writing, China and the United States are
expected to reach the first stage agreement
in the short run. If it does happen, part of the
tariffs may be waived, which has a positive
impact on market confidence. However, it is
rather difficult to reach a final consensus as
some of the core requirements can hardly be
compromised. The gloomy days of the Sino-US
trade war are expected to last longer.

To support the enterprises which are facing
tough times, the HKSAR Government have
announced several rounds of relief measures
in the past three months, including waivers
of government fees, 50% rental reduction
offered to the tenants of government'’s
properties, supporting the market expansion of
enterprises, implementing new loan guarantee
measures for SMEs, encouraging banks to
support enterprises by reducing countercyclical
capital buffers, and offering special funding
for the retail, tourism, logistics and transport
sectors which have been hardest-hit by social
turbulences. Together with the one-off relief
measures as announced in the Budget earlier
this year, all the measures with a total of more

than HK$40 billion are effective to a certain
extent for reviving our economy and cooling
down the impacts triggered by recession.

However, some enterprises said the
application procedures for certain schemes are
complicated, it may take half-a-year or even
longer to receive funding. The Chief Executive
attended a forum participated by commercial
and industrial sectors earlier and pronounced
that the government should adopt unusual
approaches under unusual circumstances,
and has promised to examine the operation
procedures for enhancing the support
measures. In fact, the recent Policy Address
stated that the government would take a user-
friendly approach to redesigning the workflow
about the support services for SMEs, and set up
a dedicated service team to provide support on
funding applications.

Though certain relief measures may not
have any immediate effects, various sectors
generally hold a positive attitude towards the
prompt actions of the government. We hope
the government can offer more favourable
terms and funding, especially lending a hand
to those sectors which are also in the doldrums,
such as the trading, manufacturing, exhibition
and hotel industries.

At the end of the day, the support
measures are only temporary pain relievers.
Now the social conflicts and confrontations
have been more serious than ever. The political
turmoil has even made foreign enterprises
suspend their investment in Hong Kong.
Therefore, our strongest desire is that the
disputes in Hong Kong can be resolved sooner
and social cohesion can be restored. This is the
only way out for Hong Kong and businesses.
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Fostering the Development of “Re-industrialisation” WM
Innovation and Technolo%‘ ,fffﬂ,
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REFNERY MEAFRHMRERBRAR XA ERERRERELN
WE - EREFXBAFHRNERRF  EEHBRELATIEERIRERHE
BrR5 "BIXt,R-EREIF BELEXHBEBEE THEE
MW TREAMBLELELSHE -

The manufacturing industry once flourished in Hong Kong and led its economic growth.
In recent years, manufacturing has again provided new momentum for the growth of the
local economy. Amid the rapid development of innovation and technology, the industry is
actively exploring ways to seek smart transformation.

i

At the helm of promoting innovation and technology in Hong Kong, Dr Sunny Chai Ngai
Chiu, chairman of the Board of Directors of the Hong Kong Science and Technology Parks
Corporation (HKSTP), believes that “re-industrialisation” requires long-term efforts.
Manufacturers must break loose from existing frameworks and learn new skills and
technologies before they can advance along the journey of innovation and technology.

0l \
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Re-industrialisation is a long-term process. After enterprises have applied new
technologies, they must continue the process of learning and iNnnovation.
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Since the 2008 financial crisis, countries worldwide have realised the need to strengthen the real economy to maintain an
industrial balance and promote the adoption of innovation and technology to develop new, advanced manufacturing
industries. For instance, Germany launched Industry 4.0 initiative, and the United States created the Advanced Manufacturing
Partnership Programme. The Hong Kong SAR Government recently proposed “re-industrialisation” to develop advanced
manufacturing based on new technologies and smart production that do not require much space.

Traditional OEM production facing fierce competition from rapidly emerging mainland private
enterprises

In addition to HKSTP chairman, Dr Chai is a scales manufacturer and managing director of Fook Tin Group Holdings
Limited. Working in the manufacturing sector for years, Dr Chai has witnessed the transformation of Hong Kong's industry. He
pointed out that when Hong Kong ‘s manufacturers first moved their production lines northward to the Pearl River Delta, labour
costs in the Mainland were low, and market competition was minimal. Hong Kong manufacturers thus focused on traditional
OEM production while investing minimal resources in independent research and development (R&D).

However, in the 1990s, mainland private enterprises quickly emerged. "It took these enterprises only about 10 years to
catch up with the development scale of Hong Kong enterprises”, Dr Chai noted. With rising labour costs in the Mainland, some
manufacturers specialised in OEM without independent R&D capabilities found they could no longer compete. Consequently,
the number of Hong Kong-funded enterprises in the Pearl River Delta has fallen from more than 70,000 in their heyday to
possibly fewer than 20,000.
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HKSTP is developing the Advanced Manufacturing Centre in the Tseung Kwan O Industrial Estate, which is expected to be
completed in 2022

Pioneer in innovation leading the group toward transformation

Dr Chai's family-operated factory originally manufactured lamps and groceries. However, he
knew that too much reliance on the OEM business would result in losing the bargaining power to
the clients and constraining the company’s development. Consequently, Dr Chai has constantly
sought breakthroughs since he joined the family business.

He first realised that the family-run factory did not have a complete product line, and market
competition for lamps and small appliances was too intense, so he suggested shifting the business
to production of scales.

As a latecomer to scales manufacturing, Dr Chai optimised product features to achieve a
breakthrough and eventually developed the world's first fully automatic electronic scale in 1994.

Dr Chai next led the company in numerous important overseas acquisitions to master advanced
scale manufacturing technology and successfully developed a variety of medical, industrial,
automotive and other commercial scales. His efforts enabled the company to grow from a small
factory into the world's leading scales manufacturer. In recent years, Dr Chai has actively expanded
the business into information technologies to capitalise on the emerging opportunities from
advanced technologies such as big data and artificial intelligence.
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Embracing advanced technologies to achieve “re-industrialisation”

Dr Chai's spirit of innovation has won him more than the title of “the King of Scales”. The
Hong Kong SAR Government appointed him last year to assume the role of HKSTP's Chairman to
promote innovation and technology development and "re-industrialisation”. Dr Chai said that "re-
industrialisation” is sometimes called “Industry 4.0", but while "Industry 4.0" is one way to realise
"re-industrialisation”, the related technology might not be applicable for all manufacturers.

"Every era will witness the creation of new technology, yet the most important thing is that
manufacturers must be willing to think outside the box, explore different technologies, and then
choose and deploy the right technology or solution for their business”, Dr Chai said.

Dr Chai encourages manufacturers who wish to implement "re-industrialisation” to connect with
local start-ups and get to know more about the latest technology available in the market. He noted
that "HKSTP's incubation programmes have successfully nurtured tech startups with innovative
ideas, and their strengths in R&D would be able to contribute to the future advancement of Hong
Kong's industry”.

HKSTP's IndustryConnect service promotes collaboration between Park companies and local
industries through presentations, product demonstrations and business matching sessions. In
2018-2019, the service successfully connected 101 partner companies and 435 industry partners
and provided 146 collaboration opportunities. Technology solutions from 11 Park companies have
already been adopted by the industry.

TecMar
TecFunding

TecFimance

£ TocSurvice

BEEZEB IndustryConnect iR 7 -
NREIERRM  BRERFE
HKSTP's IndustryConnect service promotes exchanges between
park companies and industry members to explore opportunities
for collaboration
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Increasing hardware support to facilitate advanced manufacturing

Due to the past re-structuring of Hong Kong's economy, some manufacturers moved their
production lines to the Pearl River Delta region. With rising labour costs in the Mainland, Hong
Kong's government has encouraged manufacturers to consider locating their high value-added
production processes in Hong Kong.

Dr Chai said that HKSTP commissioned the Hong Kong Productivity Council to conduct a survey
to gauge manufacturers' willingness to set up advanced manufacturing operations in Hong Kong.
The survey findings revealed that more than one-third of companies had set up, or intended to set
up advanced manufacturing operations in Hong Kong.

These companies can be divided into three categories. First group is manufacturers whose
production involves new technologies and new markets. Their production processes require the
use of high-tech equipment but are not labour intensive. Second group is manufacturers hoping
to retain core or critical technology production processes in Hong Kong. Third group is those
in traditional industries such as jewellery, printing and traditional Chinese medicine. HKSTP will
continue to enhance measures in helping these manufacturers pursue smart production.

To align with the local industrial development, HKSTP revised its policy in 2015 to allow
developing multi-storey industrial buildings within industrial estates. Since then, HKSTP has
refurbished a factory in the Tai Po Industrial Estate into the Precision Manufacturing Centre and
leased it to multiple manufacturers to assist them in realising high tech smart production.
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Dr Chai believes that the ecosystem of the advanced manufacturing
industry is interlocked with three major cores of innovation, design and
manufacturing. Accordingly, HKSTP is developing the Data Technology Hub
and the Advanced Manufacturing Centre in the Tseung Kwan O Industrial
Estate to provide comprehensive industrial support services for new industry
in Hong Kong. The former offers data technology and information and
telecommunications services to meet the data needs of smart factories and
enhance production quality with real-time data and informed decision. The
latter will provide advanced manufacturing facilities and equipment with
high ceilings, high floor loading and anti-vibration properties. It will also
provide communal services on small batch production and logistics support
to meet the manufacturing and prototyping needs of technologically
innovative, high value-added, high-mix and highly customised production.
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Dr Chai (first from the right) attended the launch ceremony for the China Everbright Green
Technology Innovation Research Institute in the Hong Kong Science Park to promote green
technology innovation

ight Green Ted
UNVE

E

Shenzhen-Hong Kong collaboration to achieve win-win
outcomes

Discussing HKSTP's development in the Greater Bay Area, Dr Chai
said that HKSTP set up a subsidiary in 2017 to coordinate construction,
management, maintenance and operation of the Hong Kong-Shenzhen
Innovation and Technology Park in the Lok Ma Chau Loop. The Hong
Kong government has already allocated HK$20 billion for site formation
and infrastructure projects in the first phase of development of the Loop.
The funding will also support the building and initial operating expenses
of Hong Kong-Shenzhen Innovation and Technology Park, and the
government will provide the first batch of land parcels for construction by
2021.

Dr Chai said that Hong Kong-Shenzhen Innovation and Technology
Park has an area about four times of the Science Park in Tai Po. Hong Kong-
Shenzhen Innovation and Technology Park not only provides more space
for the development of Hong Kong's innovation and technology ecosystem
but also promotes exchange and collaboration between the industries of
Hong Kong and Shenzhen. In the future, HKSTP will continue to serve as
a communication bridge linking the Mainland R&D institutions to deepen
exchanges between the two regions.
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Early this year, the Chinese central government released the Outline
Development Plan for the Guangdong-Hong Kong-Macao Greater
Bay Area. Hong Kong and Shenzhen are identified as core cities to
promote the development of the Greater Bay Area as an international
innovation and technology hub. Dr Chai believes that the two cities are
following similar overall directions in the development of innovation and
technology but having their own strengths.

"It is possible to achieve mass production in Shenzhen, which is
hard for Hong Kong to do so. On the other hand, Hong Kong has a
sound legal system and well-established system for the protection of
intellectual property rights, which can attract companies to keep their
core technology in Hong Kong”, Dr Chai said.

He stressed that more than competition exists between Hong Kong
and Shenzhen. As a matter of fact, enterprises do not need to choose
one between the two. They can make good use of the two locations’
distinct advantages and spread out production processes between them
based on business needs. @@
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Johnny Yeung
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Always on the Forefront




REAEBREMREREBOA R
M-BEFERXESM "EHXE, -
EISEERRARLCAMNEELT
o HMEEHRNER WMEFEIEIME
REIH B CEEBEERHREBEEM
REBTHEERE -

Grasping the first-mover advantage is crucial
to technology companies’ success. Relying
on a keen eye, Johnny Yeung, chairman of
Fujikon Industrial Holdings Ltd., started his
firm from scratch and became the “King of
Headphones”. Focusing on innovation and
R&D, he has made the group a thriving,
global manufacturer of electro-acoustic
products.
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Fujikon developed computer speakers in the 1990s, becoming the world's first computer speaker manufacturer
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Johnny Yeung encourages industry to exploit local scientific research to create value-added products
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Fujikon's plant in Humen employs about 6,000 workers

|t is hard to imagine that a Hong Kong manufacturer
makes many of the familiar, renowned headphones.

In the early 1980s, as the Walkman craze swept
the world and produced sudden, booming demand
for earmuff headphones, Johnny quit his job in 1982 to
establish Fujikon with friends and set up a small factory in
Fo Tan, Sha Tin. It became the first Hong Kong company
to produce and develop self-invented headphones.

"At that time, 80% of the headphone parts had to be
imported from Taiwan and South Korea. To reduce costs,
we decided to develop the headphones ourselves, hoping
to enhance the market competitiveness”, said Johnny.

Another technological surge in the 1990s made
multimedia products such as computers popular. Fujikon
seized the opportunity to become the world's first
computer speaker company, serving Commodore, 1BM,
HP and other leading computer enterprises. In 1996,
Fujikon expanded the plant in the Mainland to enhance its
production capacity. As mobile music emerged in the late
1990s, Johnny led development of wired and Bluetooth
earphones for Nokia phones, resulting in tremendous
business growth. At the peak, the company produced
400,000 pairs of earphones daily and more than 10 million
pairs monthly.
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Grasping pioneering opportunities in wireless
products

Johnny believes that to succeed, an enterprise must not
only follow the trends but, more importantly, go ahead of
others. In 2000, during the early development of the e-sports
industry, Fujikon released its own vibration headphones to
enhance the 4D experience of video game users, and they
met good market reception.

With increasing demands from wireless earphone users,
Johnny focuses on R&D in high-quality noise reduction and
true wireless Bluetooth earbuds. "True wireless earbuds do
not require a connecting cable between the left and right
ears, yet they are able to transmit sound independently.
There is high technical content in them compared to the
general Bluetooth earphones”, Johnny said. “Although
our true wireless earbuds are more expensive, their power-
saving, operating distance and stability features are superior
to our competitors”.

Johnny pointed out that three years ago, Fujikon had
an 8:2 production ratio of cable products and wireless
products, but that has reversed. He believes that wireless
Bluetooth earbuds are the major trend in the industry's future
development, and he expects sales of global smart wireless
earbuds to grow. The industry must continue to innovate to
prevent phasing out of products.

Making breakthroughs by focusing on the high-end market

"The business was so good then that we didn't even dare to answer the phone,
fearing that we couldn't deliver the orders on time”, Johnny said, grinning.

However, the good days only lasted two or three years. Fast technological
advancements and rapid emergence of individually owned factories in the Mainland
generated numerous competitive threats to Fujikon and Hong Kong manufacturers.
“The low production costs had enabled the Mainland manufacturers there to quote
export prices as low as our cost prices. We couldn't compete with them”, Johnny
said.

The flexible Hong Kong businessman, however, refused to do nothing.
Unexpectedly, he turned the irresistible wave of misfortune into an opportunity to
reform Fujikon. In 2001, Fujikon was officially listed in Hong Kong and shifted to
expand into the high-end market. It heavily invested in technological R&D and hired
nearly 200 local engineers to develop new products.

Stressing the importance of both R&D and sincere, caring services, Fujikon
stands out among earphone manufacturers. Johnny noted that most of the world's
top-ten earphone brands are Fujikon customers. Every year, the company arranges
personal visits to each overseas client. In addition to introducing the latest products,
the visits help the company understand customer needs and enhance the customer
experience.

ESHARTELBRNERTHIL  AEAERRESRKER
Johnny Yeung is a mentor and friend to his son, Ben Yeung. Both are passionate about R&D in
high-tech products
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Promoting industry-academia collaboration

The SAR government recently has encouraged
industry to exploit technology to accelerate re-
industrialisation. Fujikon undoubtedly is a successful
model in the field. In 2016, Johnny collaborated with
a local waterproof technology development company
through the Hong Kong Science & Technology Parks
Corporation (HKSTP)'s matching service. Using relevant
technology, the two companies developed earphone-
related products with high waterproof and sweatproof
functions. The company thus opened a new business
growth point.

Johnny is convinced that Hong Kong's tertiary
education institutions possess capabilities for top-notch
scientific research performance. However, researchers
often fail to successfully apply new technologies in
product development, and industry fails to recognise local
scientific research, posing difficulties to industrialising
scientific research—one reason for the standstill in Hong
Kong's scientific and technological development. As
the CMA's Innovation Technology Committee chairman,
Johnny has promoted industry-university collaboration,
and he co-organised exchange meetings with the
Cyberport and the HKSTP for industry to identify new
technologies to improve market competitiveness.

BEESFE4BEN "HEBHSARNKRKRE 2019 — EE
B,  DEAREYAARNETHEEY

The "CMA InnoExpress 2019—Cyberport” in April 2019 helped
industry connect with startups

ErIRAEMARRMER  DAABHMERR
Fujikon develops high-tech products to meet the needs of the high-end market




Exploring the ASEAN market

The Sino-US trade war has primarily involved high-tech products, and However, compared to opening overseas production lines,
Johnny's products were included in the US tariffs on Chinese-made goods in  developing a diversified market poses much lower difficulties and
October. "I feel helpless!”, Johnny said. "Now the company’s profit margin  risks. The recent rise of a young, middle-class population in Southeast
has plunged to a single-digit percentage, and it's difficult for us to share the  Asia has increased demand for high-quality, affordable smartphone
high tariff with our customers”. accessories. Johnny said that the mid- to high-end image of Hong
Kong's brand creates an advantage in meeting their needs. He also
pointed out that the Guangdong-Hong Kong-Macao Greater Bay
Area is geographically close to the ASEAN countries. They have
signed free trade agreements with the Mainland and Hong Kong,
making them ideal new markets for the Greater Bay manufacturing
industry to explore.

He added that his customers have requested that the group open
factories in Southeast Asia. "Some Southeast Asian countries only issue
certificates of origin for high-tech products that are processed in the local
areas. After taking the inconvenience of transporting parts and components,
lower skill levels of the local workers and difficulty in obtaining the local
certificates of origin into account, the group still hopes to retain the high-
tech production processes in China”, Johnny explained.

EIREGEREBAUC-AIXERE EFEARIEEBLNEER

Fujikon received delegations of Hong Kong students, encouraging young people to understand the industrial development in Guangdong Province

Transferring the business to his son

Like many Hong Kong industrialists, Johnny hopes to pass on his hard-earned achievements to the next
generation. He is delighted that his son, Ben Yeung, is willing to inherit the business. His son has started work at the
bottom of the company, laying a strong foundation for his future management of the group. “Now he has a clear
understanding of the operational details of each department and is respected by everyone”, Johnny said.

Talking about his son, Johnny could not help but smile and praise his son's participation in significant innovation
in the company. "Take the German software company SAP's ERP project of the resource management system as an
example”, Johnny said. “Since he introduced it to the company, all operations have been digitised and monitored
in real time. It minimises errors regardless of procurement, production and order messages and has greatly reduced
production cost”.

Although many young people think the manufacturing industry is declining, Johnny disagrees. "Look around you:
all daily necessities are industrial products, and the demand will never diminish”, he declared.

He firmly believes that the manufacturing industry has a bright future and reminds young people that as long
as they think innovatively and dare to take on challenges, they can accomplish their dreams. Johnny hopes that the
SAR government will strengthen support for young people in industrial and innovative technology development by
introducing new blood into industry.
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Adopt the Code of Practice against Discrimination in Employment
on the Ground of Sexual Orientation Create a Discrimination-Free Workplace

(FR)) BEBRATHERRNRE - SEHMEMESSER | | B—HRER Consistent selection criteria
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It is recommended that employers apply

The Code, issued by the Government of the Hong Kong Special
Administrative Region, is to facilitate self-regulation on the part of
employers and employees in eliminating discriminatory practices in
employment. It seeks to promote equal employment opportunities consistent selection criteria for all aspects of

among all persons - irrespective of their sexual orientation. J employment, including recruitment, promotion,
transfer, training, dismissal and redundancy

as well as terms and conditions of employment

4 R )
(<PRI) BY3EEEIE Recommendations of the Code include : . %J—ﬁﬁfﬁﬂiﬁ%ﬁ&'mﬁﬁl ' TR
. FERSSEERENNNES - BR - FENERTES AL
HAENEH PRSI Such cntgna ghould not make referque to
All employees are entitled to the opportunities for promotion, posting sexual onentgtlon and should be specifically
or training (etc.) commensurate with their ability, rank, seniority and related to the job

experience

- BRESEFSERRFSNIHIEOMER EDNEE

Ensure that employees' sexual orientation is not a ground for

disciplinary action or dismissal (PRI Z2XTRUTHIUL TE:

. HIET—EADDFER  REHBASEEILE - BExg | hefultedofihe Cods canbe
BB downloaded in the following link:
Establish internal grievance procedures to deal with complaints )
concerning discrimination, harassment, or vilification within their [A3Z : https://www.cmab.gov.hk/
0 oanE . (<P1) 485

O L-E%E §$§’f%§ﬁﬁﬂ%ﬂ?aﬁﬁ'aﬂ ﬁEf%M% L,UQJ;H, En_g"Sh’ hﬂps.//www.cmab.gov.hk/ Webst'it-eoftheCode
Monitor policy regularly to ensure that it is working in practice enfissues/code_of_practice.htm

\_ 4

NERBHEEREENDEEDATNTESHERSE—2N  FREER (FR) BENREER - BEBRRAX
FEERAR (SPAI) VBT INE 2810 3205 HEHE gisou@cmab.gov.hk °

If your organisation wishes to play a role in promoting equal employment opportunities on the ground of sexual orientation, please pledge to
follow the good practices recommended in the Code. Organisations interested in becoming a supporting organisation can call 2810 3205 or send
an email to gisou@cmab.gov.hk.

PR RMEFES Constitutional and Mainland Affairs Bureau
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