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A Hope-Tilled New Year!
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wish all readers of Hong Kong
Entrepreneurs a happy and healthy
new year!

L

g0 il 75 =
00 > 5w 38 26 off 2 Y

E'iﬁ
EF

Hong Kong will look different in
2022. The economy has recovered
better than expected. According to
the government's latest estimation,

real GDP could reach 6.4% for 2021,
indicating that Hong Kong's economy
has recovered to the same level as
before the COVID-19 outbreak. One of
the recovery indicators was the hustle
and bustle of the Hong Kong Brands
and Products Expo, which closed on
3 January. Visitors enjoyed a happy
shopping experience, and exhibitors
were all smiles as they finally swept
away the worries of the past two years
with notable sales volumes.

Although the local business outlook
is improving with an upward trend in
overall investment and employment
rates, the market still needs tourists to
return to witness a full recovery and
economic prosperity.

The first phase of the long-awaited
Mainland-Hong Kong border reopening
was expected to start in January. The
government indicated that certain
people making necessary business
trips or with an immediate need would
be given priority to go to the mainland
without quarantining. As the CMA
is one of the organisations vetting
business applications for quotas, we
have received a number of applications
from our members since the end of
December. However, the increasing
spread of the highly contagious
Omicron variant of the coronavirus
in Hong Kong has brought twists and
challenges to the border reopening. It
is hoped that the government adheres
to the principle of “preventing cases
from coming in and the spread of the
virus in the community” and encourages
the public to be ever more careful, get
vaccinated and stop the transmission of
the virus.

A notable makeover this year is
inside the Legislative Council, whose
new term commenced on 1 January.
Ninety lawmakers were elected after
the central government improved the
electoral system. The election is very



important for the people of Hong Kong,
who have experienced various sorts of
challenges and turmoil over the past
years. Unlike past candidates who only
focused on political strife (due partly to
voters who blindly voted for a political
wing without weighing up all options),
all candidates are now focused on
rational discussion that emphasises
resolutions for social and development
issues above all else.

Although the turnout rate for the
latest Legislative Council election was
low, it is unfair to conclude that the
election is not representative. After all,
the public needs some time to adapt
to the new system. The State Council
Information Office of the People's
Republic of China earlier released a
white paper called China: Democracy
That Works, allowing people to better
understand the benefits of the new
electoral system and the necessity
of developing a Hong Kong-style
democracy. | sincerely hope that within
their four years of tenure, the new
lawmakers fulfil their commitments to
serving the people of Hong Kong and
create a new era of good governance
by working with the government. Such
diligence is necessary not only to avoid
disappointing their supporters but also
to prove to the world the positive effects
of the new electoral system on Hong
Kong's democratic development.

The year 2022 also marks the 25th
anniversary of the handover of Hong
Kong from British to Chinese rule.
Although there have been challenges
over the past 25 years, Hong Kong
can overcome these difficulties and
prosper with the support of the central
government and the public. | strongly
believe that Hong Kong will flourish
by upholding the principle of “One
Country, Two Systems” and will shine like
a beacon of strength and opportunity
with its solid national foundation.

Meanwhile, the CMA is also
heading towards its 88th anniversary.
The number eight symbolises fortune
and luck. To celebrate these milestones
for Hong Kong and the CMA with the
public, we are organising a series of
celebrations and events, including
an international forum, a memorial
programme, a design competition
for the decorated archway of the
Hong Kong Brands and Products
Expo, shopping discounts, a football
competition and a horse racing cup.
We hope that the public continues to
show support for the CMA as to launch
together into 2022. @®
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The global COVID-19 outbreak has had an ongoing effect on the global freight transportation
industry. Over 2021, the huge backlog of containers at nearly all the world’s major ports has
caused the time and cost of logistics to soar. At the same time, the pandemic has driven the rapid
development of the “Stay-at-Home-Economy”, which has demanded convenient and quick logistics
services. Tremendous challenges and opportunities are therefore accelerating the transformation of
the global logistics industry. In this issue of Hong Kong Entrepreneurs, industry representative and
digitisation experts are invited to discuss the development of the logistics industry and assess how
to utilise the latest technology to cope with ever-changing Iogistjfzs demands.
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If the shipping bottleneck
continues, it will significantly affect
supply chains. Ongoing surging
logistics costs are not beneficial to
local economic development, and
such costs are ultimately passed
on to consumers.
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The ports of Long Beach/Los Angeles in the United States have been
experiencing heavy congestion, and large numbers of containers are
stacked up, waiting to be unloaded
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The global logistics industry is
facing a labour shortage. The huge
demands generated from booming
e-commerce businesses are driving
the logistics industry to adopt smart
logistics solutions.

he logistics industry supports the movement of cargo from Hong

Kong and the world. With its large capacity and low cost, maritime
transportation has always been the first choice of the cargo industry.
Currently, more than 80% of global freight volume is transported
by sea. However, the pandemic triggered the biggest crisis in the
shipping industry in more than 65 years. Over 350 cargo ships were
once stuck outside major ports around the world, waiting to be
unloaded, all the while costs were increasing significantly. The United
Nations warned that if ocean freight rates continue to rise, they would
stimulate global inflation and impede the progress of economic
recovery.

Imbalanced container supplies cause a tenfold increase in
shipping costs

The severe epidemic situation has led to the imposition
of lockdown measures in the United States, Europe and major
manufacturing countries in Southeast Asia, such as Thailand and
Vietnam. Ms Elsa Yuen, president of the Hong Kong Logistics
Association, explained that various major ports were only able to

Hong Kong Entrepreneurs jan - feb 2022
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operate on a limited scale, resulting in a pile up of containers
at ports. The turnover speed of containers was affected,
which led to a shortage of container supplies. As Yuen
explained, “The shipping rates were unprecedented during
the pandemic, and the price of containers spiked from
USD 2,000 pre-pandemic to USD 20,000.” There have also
been intangible costs, such as delays in cargo transportation
and demurrage and detention charges in terminals, which
have greatly increased the burden on businesses.

Unsettled shipping bottleneck

As the problem of port congestion continues, alternative
transport methods have been sought. Yuen indicated that
some businesses that originally shipped cargo by sea
had to consider air transportation during the pandemic:
"However, the cargo capacity of air transportation is much
less than that of sea transportation, and air freight tripled
due to the pandemic. Air transportation is only cost-effective
for commodities with high added value, such as electronic
products and medical supplies.”

Are land or railway transportation feasible alternatives
to air transportation? According to Yuen, the cost of land or

BERFUZEHRBREASNREZY  SHENZENNESY

Hong Kong Entrepreneurs jan - feb 2022

railway transportation sits somewhere between maritime and
airline transport, and both forms of transportation are suitable
options for transporting cargo between Hong Kong and the
mainland. But for transnational freight, Yuen noted, enterprises
need to consider a few challenges: “First, the cargo needs
to go through customs clearance in different regions. Then
there are the relatively unpredictable road conditions, and
the cargo must be loaded manually on either road vehicles
or railway carriages, increasing the chance of damage to the
goods. Packing is a matter that requires specific attention.”

375 52 $

b

The Hong Kong government has further tightened quarantine arrangements for air cargo crews, which has decreased airline capacity and further
inflated freight costs



The logistics industry sees no early end to the global
shipping bottleneck. Yuen observed that the year-end is a peak
season for logistics, and manufacturers often rush to ship cargo
before the Chinese New Year. However, containers are still
stacked high in ports for further handling. What is even more
worrying is that the Hong Kong government has tightened
quarantine arrangements for locally based cargo aircrew
following the threat of the new Omicron variant, thus reducing
air cargo capacity and further increasing air freight costs by 30-
50%. Yuen expressed concern that the increased costs would
ultimately be passed on to consumers and that the shipping
bottleneck would not improve until the middle of this year.

EFIBHHHEEERREELRER  THYREKRLHA
E-commerce growth during the COVID-19 pandemic contributing to an
increasing demand for logistics services

REBE BETHEROEERINEE  TXRIZYROER
RO EBYRES

Elsa Yuen says that the pandemic has changed our consumption
patterns, and a growing number of logistics operators have
expanded into the e-commerce logistics business

Rise of e-commerce generates new logistics
demands

Although the pandemic has created numerous
challenges for the logistics industry, it has also brought
opportunities for upgrades and transformation. According
to Yuen, logistics operators have always focused on B2B
businesses, serving importers and exporters. “Our clients
used to wholesale products to chain supermarkets and
retailers. With the online shopping boom in pandemic, they
have begun setting foot in the e-commerce business and
directly selling products on e-commerce platforms.” This
change in customer demands has driven the transformation
of the logistics industry to develop high value-added
e-commerce logistics businesses.

E-commerce logistics is the process by which the
industry is directly connected to consumers across the entire
e-commerce supply chain, and it covers all procedures
for delivering products to consumers. Yuen explained
that the demands of e-commerce for logistics services are
completely different from those of traditional B2B logistics.
Traditional logistics mainly arrange the delivery of cargo
based on a sailing or flight schedule, with a relatively
substantial amount of time for preparation. For e-commerce
logistics, consumers place orders 24/7, and it is difficult to
predict order volumes. The management on delivery times
is rigid, which requires the implementation of different

Hong Kong Entrepreneurs jan - feb 2022
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By leveraging Al technologies, goods on shelves are positioned based on popularity

technologies and operating systems. “E-commerce logistics
demands real-time tracking and positioning functions.
Therefore, we must improve the transparency of logistics

processes and improve customers’ experiences by using the
latest technology.”

Accelerating digital transformation to meet
e-commerce logistics demands

According to the FedEx forecast, the global e-commerce

logistics market will reach USD 118.8 billion by 2028. This
tremendous business opportunity is driving the rapid digital
transformation of the logistics industry. Geek+, a global smart
logistics technology company, specialises in the application of
advanced robotics and artificial intelligence (Al) technologies
in smart logistics solutions. Mr Lit Fung, vice president
and managing director of Geek+ APAC, UK and Americas,
indicated that the logistics industry in Hong Kong relies on
manual operations and has adopted a wait-and-see attitude
towards digital transformation. With the rise of e-commerce,
the manpower shortage has been exacerbated, particularly
during the peak online shopping periods, such as Black
Friday, "Double 11" and Christmas. During these peak times,
it is difficult for logistics operators to recruit casual workers
to handle huge volumes of orders in a short timeframe. The
labour shortages have resulted in increased operation costs,
and the demand for smart logistics solutions has mushroomed
in recent years to reduce the reliance on manpower.

Hong Kong Entrepreneurs jan - feb 2022

Fung believes that the biggest advantage of smart
logistics is that it can eliminate the time spent walking around
the warehouse, improving operation efficiency. Traditional
logistics require warehouse workers to run around the
warehouse to put orders together, which is not efficient. The
introduction of smart logistics solutions allows warehouse
robots to run errands, while warehouse workers can stay at the
picking station, focusing on picking goods brought to them
by robots. This can significantly reduce the order-picking time
and decrease manpower by approximately 60%. Companies
no longer need to reserve a large area of aisle space for
workers to operate the warehouse, and shelves can be
arranged in a more compact way. Fung noted, "With the land
shortage and high labour costs in Hong Kong, the application
of warehouse robots can help logistics operators save labour

costs and make good use of every inch of warehouse storage

space. The payback period is attractively low, estimated at
around two to three years.”



Application of Al technology to process complicated
e-commerce orders

According to Fung, smart logistics not only solve the
labour shortage problems but also help the industry process
complicated e-commerce orders: "E-commerce platforms
involve tens of thousands of products of huge volumes of
orders. Each order features diversified products. There are
also different shelf lives for commodities like cosmetics,
healthcare products and food. It's more complicated to
process e-commerce orders than those of traditional B2B. It
just doesn't work if we rely on manpower alone.” By applying
Al algorithms, the system can perform order grouping in
advance and combine orders with similar commodities.
Stockkeepers can then process multiple orders simultaneously
when picking orders.

The system also adjusts the positions of products on
shelves based on factors such as type and popularity and
allows robots and warehouse workers to move goods via the
shortest route, further optimising operational efficiency. Fung
indicated that the smart logistics solutions of Geek+ have
already been adopted by mainstream e-commerce platforms
in Hong Kong, mainland China, Taiwan, South Korea and
Australia.

FNAREMHMAYMNBRERECRERDITERENFE @ I
BEg6mMAT

Warehouse robots can shorten the time spent on order-picking
procedures and reduce manpower by 60%

e N

WHRSE  REEBFEWIE Rk B2BNEEFTSERH
HEUBFATRIE

Lit Fung points out that orders from e-commerce platforms are far more
complicated than those under the B2B model, and manpower alone is
not the solution

Although logistics have always been deemed a
troublesome cost, Fung believes that as consumers expect a
personalised shopping experience in the era of e-commerce,
convenient and efficient logistics services offer businesses a
competitive advantage. “Businesses place greater importance
on the delivery experience, and some merchants promise to
provide next-day delivery. Some even provide free returns.
Despite the increased logistics costs, such practices increase
business volumes and make these merchants more popular in
the market.”

Seize national development opportunities to
promote e-commerce logistics hub

The flourishing e-commerce industry is reshaping the
global logistics landscape. In Yuen's view, in additional to
its fortuitous geographic advantage, Hong Kong has one
of the most efficient international container ports. It has
remained uninterrupted during the pandemic. Hong Kong
also has the highest number of flights across the globe.
Hong Kong should make good use of these advantages and
transform into an e-commerce logistics hub that connects
to the mainland and international market. Yuen pointed
out that the mainland e-commerce market is huge. With a
comprehensive logistics network and an efficient customs
clearance regime, commodities from all over the world can be
transported to the mainland through Hong Kong. Hong Kong
can provide value-added logistics services, such as inventory
management, cargo inspection and sorting. “Furthermore,
there are a lot of perishable goods and food that require high
quality of cold chain logistics and expedited delivery. These
are the development opportunities for Hong Kong's logistics
industry.” @®
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Entrepreneur Report

328 %R Thomas Leung

e

Driving Brand Success Through Product Innovation

| -

AFREERBRENRI N NERMIRAMLEY
AR RECEFEBRATIETSFTEMR 20 FRREA
MoEEMEEBSNRG DR BIZIAHH
ZoETREBENR, HESKRLRTNEEER
REPHRGFHNREEEMBROE o
Innovation is the prime impetus for continuous business
development and the key to forging ahead of fierce
market competition. Thomas Leung, director of Pro
Logic International Limited, has been dedicated to the
research and development (R&D) of innovative electrical
appliances for the past 20 years and has successfully built
the company’s brand awareness in the local market. In the
post-pandemic era, Leung provides customers with smart
living solutions by combining online and offline shopping
experiences.
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Leung expanded physical stores during the pandemlc to allow customers to experience the company’s smart products in person
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At the beginning of the interview, Leung explained the
reasons for establishing his company: “The hustle and
bustle lifestyle of Hong Kong makes it difficult for us to
spend time doing housework. We hope that our customers
gain a sense that doing chores isn't hard work with our
innovative home appliances. Our customers can even gain
spare time to enjoy their family lives.” Founded in 2000,
Pro Logic International mainly focuses on the household
product business, with six different brands, namely I+HOME
(household products), Primada (smart kitchen appliances), Pro
Logic (home appliances), Prologic Robotics (smart household
robots), Home Make Taste (kitchenware) and Rogic (personal
care products). The company has numerous retail branches in
Hong Kong, Macao, the mainland and Southeast Asia.

Turning setbacks into opportunities for brand
creation

Describing why he entered the home appliance
industry, Leung recounted how it all began with a summer
job. As a high school student, Leung started working as a
summer intern selling home appliances and discovered
that he was a natural-born salesperson. He joined a
department store and became a local mop salesman soon
after graduating from secondary school. Back then, he was
a humble-looking young man who was warmly welcomed
by housewives. In less than a year, Leung became the top
salesman. "I felt that making money was very easy back
in the day. | was ambitious and opened a boutique in
Guangzhou with my savings.” Leung recalled importing
clothing from local garment factories and selling it in
the mainland in the early 90s. As he was unfamiliar with

ERLEMDE
Y oxnemn. T NE

RHFRANIEERRBIERD  HL "TEEFE, OHHEERE
Leung and his team initiated live-streaming e-commerce sales channels
during the pandemic
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AT THAE
The Speedy Intelligent Cooker has been well received
consumers

 WEERBHEEUR-—EXZAMWBERER
by local

the industry and lacked an interest in fashion, he was
forced to close his business and return to Hong Kong to
resume mop selling. Leung then started a business with
a friend, which ended up failing as he and his partner

had different ideas about the direction the business
should head.

These two failed ventures did not affect Leung'’s
determination to run a business. He decided to start
another on his own and entered the home appliance
market. "At the beginning, our imported soy milk maker
was well received by the market. But just when | thought
everything was going well, the product had to be recalled
due to noncompliance with safety standards. The more |
sold, the more | suffered. Luckily, | am a naturally optimistic
person, so | dug in my toes and pull through!” These
repeated failures made Leung realise that excellent
salesmanship alone does not mean success in the market,
so he returned to school to get a diploma in business
management, hoping to learn more about corporate
administration. For Leung, that was the key: “The three-year
night-school life was a turning point for me. Not only did |
expand my horizons, but | also learned the importance of
branding.”



Innovative products and being an industry pioneer

Among all the brands that he has developed over the
years, Leung is proudest of the Clip and Click Pva Mop
launched by Pro Logic in 2004. A pioneer among similar
products in the local market, the mop head can effectively
absorb hair and dust, and its lever clamp design makes it
easy to extrude water. Leung firmly believes that small brands
can survive fierce competition by continuously introducing
innovative products and establishing customers’ recognition
of such products: “We have to remain a frontrunner in the
industry as every time a new product enters maturity stage,
big brands come into the market, weakening the position of
smaller brands.”

In 2004, Leung introduced the Speedy Intelligent Cooker
and invited Kiki Sheung Tin Ngor, an actress with a distinct
housewife image, to be the product’'s spokesperson to
enhance the promotional campaign. Leung explained, “In
the past, self-control pressure cookers dominated the local
market. We put a lot of effort into promoting the benefits of
automatic cooking technology. As we had already established
a good reputation, the sales volumes of the Speedy
Intelligent Cooker have not dropped over the past 10 years.”
Considering himself an innovative person, Leung enjoys
developing new products and has launched many over the
years, such as an intelligent food processor, slow juicer, smart
vacuum robot and window cleaning robot. Adopting a blue
ocean strategy, he believes that products are valued for their
quality over quantity.

| -
W

D ERBBTE Y TiPlusHome , FHEMRET,
ZENBEES

Leung"aM@ his team developed the iPlusHome mobile application tog

cater to the evolution of smart living

With the emergence of studio apartments that adopt
open kitchen designs, Leung has developed the Cyclone
Odor-Free Range Hood, featuring strong suction power and
easy cleaning functions. He expects it to be a hit among
young consumers. "Our patented vortex technology is able
to seal and clear away kitchen fumes. There is no range hood
filter, and the product ensures good indoor ventilation. As
our slogan goes, ‘There won't be any smell when cooking
chillies or Chinese herbal medicine’” Leung said that the
product has attracted customers with its patented technology
and easy cleaning design, despite the slightly higher retail
price compared with regular range hoods. Leung aims to
strengthen the promotion of the product to increase brand
awareness in the future.
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AREFRURBULNIEEENRTE
Pro Logic International’s showroom in Shunde, Foshan

Exploring business opportunity in live streaming

During the COVID-19 outbreak, companies undertook a
digital transformation to seize online business opportunities.
In mid-2020, there was a significant drop in Pro Logic
International’s business performance in physical stores and
department stores. Leung quickly formed an online live-
streaming marketing team. They tried to host more than
10 live shows in a week. Leung admitted to the challenges:
“It was not easy starting with live-streaming e-commerce. |
had to be involved in all kinds of work, including shooting
venue decoration, content conception and after-sales service.
We also faced many unexpected circumstances during live
streaming, such as technical issues and customers’ real-time
responses. Every session must be well prepared.”

In addition to expanding online sales channels, Leung
believes that the new model of live-streaming marketing
plays an important role in educating customers about
the company’s products. “Our products have a range of

Hong Kong Entrepreneurs jan - feb 2022

MIRATEIE TI+Home & &E
REERME

“l[+Home Smart Living
Experience Store” in Hung Hom

1

Provoaic

functions. For example, an intelligent cooker has more than
10 different functions. Customers can learn about the features
and usage of a variety of products through our live online
demonstrations. Even if they miss our live streaming session,
they can view it later on social media.”

Leung also indicated that the company's current product
sales are still focused on offline sales, despite the positive
development of online sales channels. He took the decreasing
rent of the pandemic as an opportunity to open three new
“l+Home Smart Living Experience Stores”. Leung explained,
"People in Hong Kong usually purchase practical products in
shops. Therefore, during the online live-streaming campaigns,
we encourage customers to come visit our stores, where our
professional sales teams can offer them detailed product
introductions. The strategy combines online marketing with
offline sales.”



Embracing Greater Bay Area opportunities with
smart home R&D

With the continuous development of science and
technology and the application of 5G, smart devices have
become major players in the home appliances industry. As a
pioneer in the industry, Leung has recently launched a self-
developed iPlusHome smart living mobile application to
coordinate with the company's smart product development.
Leung explained, "Customers can use the application not
only to remotely control electrical appliances at home, such
as vacuum cleaners and fan heaters, but also to study the
navigation directions map created by their vacuum robot
to improve user experiences.” Leung indicated that the
development of smart living is still in the start-up stage and is
far from popular. However, the company is optimistic about
the development potential of relevant markets and remains
committed to the R&D of smart home products with the hope
of capturing market opportunities.

Regarding future business development, Leung
indicated that despite Hong Kong being a city with very high
consumption power, the market scale of Hong Kong is limited,
with a population of only just over seven million. In the future,
the company will focus on the huge middle-class market in
the Greater Bay Area. "We opened a branch in Guangzhou

back in 2001, but we closed the store two years later due to
unsatisfactory business performance. In 2016, we launched
our online shopping business in Shunde. We hope to open
smart living experience centres in various Greater Bay Area
cities by applying the operation experience of our Hong Kong
branches and developing our business from an online to
offline model.”

As the saying goes, “If you know the enemy and know
yourself, you need not fear the result of a hundred battles.”
Leung believes that the key to entering the mainland market
for Hong Kong businesses is understanding the market
and the connection between the brands and their target
customers. As he stated, "Hong Kong products always present
a symbol of quality assurance for consumers in the mainland.
With the rise of the middle class in the Greater Bay Area, local
home appliance brands can fulfil their pursuit of a quality
lifestyle with good quality products and innovative designs.”
Leung encourages Hong Kong businesses that intend to
march towards the mainland market to be well prepared to
seize development opportunities from the state’s “internal
circulation” after the border reopening between Guangdong
and Hong Kong. @®
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"Prologic Robotics ; $H HHEMAPNER  HEBREEMARY  BEEEREEMARSREASHEMA

Prologic Robotics developed smart vacuum robots and window-cleaning robots to suit small apartments
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Dedicated Fund on Branding,

Upgrading and Domestic Sales
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Original Grant Patent System
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Tailoring for Direct Patenting
SEERXSFREESGTE

Offers a direct filing route for seeking standard patent protection in Hong Kong
* Saves time for obtaining a standard patent in appropriate case .
Provides the convenience for securing a first filing date
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) " Employers Are Obliged To
Pay Wages On Time

(lefEimi) RE  REVAETSHEMEN

rEanzrT AANZ (TTsars -

The Employment Ordinance mandates an employer to pay wages
to employees not laler than seven days after the end of the
wage period or the day of lerminalion of employment,

HRFSTREE  —C2F  RETRSTA
35BTTrEsE3E.

Any employer fails to comply is liable to a maximum penalty of
$350,000 and imprisonment for three years.

E5 - KRN EMABEARR - fi5HRAT
R tholge2a CEEIRE -

Directors, managers or responsible persons may be similarly
liable to a penalty for their consent, connivance or neglect related
to the offences.

Eﬁ;tiﬁf?;%t;tline: 27 1 7
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Proper Keeping of Wage and Employment Records

e

(RiEEE) RE > EEAME

Under the Employment Ordinance,
employers are required to
employees’ wage and
employment records. Please refer
to the booklet of “Proper Keeping
of Wage and Employment

https:iveww.labo
ur.gov.hk/tc/publ
ic/pdfifwep/Keepi
ngRecords. pdf
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Labour Department
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https:fiwww.lab
our.gov.hkfeng/p
ublic/wcp/Keepi
ngRecords. pdf
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Offices of Labour Relations Division, Labour Department

53

2717 1771

(BtAnas e (1823 338 The hotline is handled by “1823" )

also Kkeep their own wage and
employment records. Please refer
to the booklet of “Keeping Proper
Employment Records - Reference
for Employees” for details.

Records” for details.

E%ﬂ www.jabour gov.nk
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Activity Snapshot
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Upcoming Events
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Mobile RT-PCR Testing Lé
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