HONG KONG
STARTUP INDEX
REPORT 2019-20
www.entrelink.hk

Research Partner

Advisor

Funded by

© 2019-20 EntreLink. All rights reserved.

The First Index Ranking the
Favourability of Business Environments in
Hong Kong, ASEAN & East Asian Cities
HONG KONG STARTUP INDEX
INTRODUCTION
Hong Kong Startup Index is the first index to provide an Asian focus
in ranking the favourability of startup environment in Hong Kong as
well as other selected cities in East Asia and Southeast Asia. Not only
does it provide an important benchmark for startups wishing to
expand to other markets in Asia, it also gives valuable insights to
policymakers to improve the ecosystem in Hong Kong.
As a continuity of Hong Kong Startup Index 2018, Index 2019-20
tracks the ecosystem performance in areas similar to the previous
report, rating the performance of Hong Kong startup ecosystem in
comparison to 12 other cities in ASEAN and East Asian Countries. To
improve the comprehensiveness of the analysis, in addition to
startup opinions, we have collected opinions from corporates, who
are also important stakeholders in the ecosystem. The survey covers
the period from September 2019 till March 2020.
This report also comprises qualitative and quantitative research
findings of different startup ecosystems. Comparing the perception
scores of these cities against the evidence gathered from research,
we intend to draw insights and provide recommendations on how to
further improve the startup ecosystem in Hong Kong.
This report is structured as follows: Chapter 1 presents the
methodology of the survey and its results. Chapter 2 presents
corporate survey findings and case studies. Chapter 3 provides
insights and recommendations with reference to qualitative and
quantitative research results
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EXECUTIVE SUMMARY
The irreversible evolution of innovation and tech-driven economy has been accelerated
through the uptick usage of digital and technology products during the COVID-19 pandemic.
Such evolution has been driven by the rapid development of startup businesses across the
globe, where competition between economies in creating a conducive environment for startup
ecosystems is set to intensify. The Government of the Hong Kong Special Administrative
Region (the Government) has increasingly placed emphasis in contributing to Innovation and
Technology (I&T) development in recent years. This is testament by the improved
#
performance of Hong Kong in the Hong Kong Startup Index 2019-20 (“Index 2019-20”)
compared to that of Hong Kong Startup Index 2018-19 (“Index 2018-19”).
This report comprises two main parts: the Hong Kong Startup Index survey (referred to as
“Survey” in the rest of the report); and a qualitative and quantitative research on four key
elements of a startup ecosystem, namely a) public funding; b) private funding; c) regulations
and d) talents (referred to as “Research” in the rest of the report). The Survey collects the
views of target respondents on the startup business environment in Hong Kong and in other
key Asian cities, while the Research provides further empirical evidence on the startup
business environment in Hong Kong, China and key cities in East and Southeast Asia. The
Research also offers a basis for comparison with the views collected in the Survey.
Out of the 13 cities surveyed, Hong Kong received the 9th highest overall score on the
favourability of its environment for startups, up from 11th in the previous year. In particular,
it has performed above average when compared with other cities along the dimensions of
funding availability (government) and business regulations (in terms of stability) this year. In
addition, the Research focuses on four major aspects of the startup industry of Hong Kong and
key cities in Southeast Asia, namely government funding, private funding, business
regulations, and talent availability. Through a comparison between the findings from the
Research and Survey results, it is observed that Research findings are largely in line with the
Survey results in government funding, private funding, and talent availability. Only in the
aspect of business regulation does the Survey results diverge from the Research findings.

# In Index 2018-19, 18 selected cities in Hong Kong, ASEAN & East Asian countries were included. In Index 2019-20, 13 locations
across Asia were covered. These include: Bangkok, Beijing, Guangzhou, Hong Kong, Jakarta, Kuala Lumpur, Macao, Shanghai,
Shenzhen, Seoul, Singapore, Taipei and Tokyo.The capitals of Brunei, Vietnam, Philippines, Cambodia, Laos and Myanmar have
been excluded. Of the eight parameters measured in Index 2018-19, two parameters (i.e. regulation and talent) have been refined
for more specific evaluation of the startup environment. Total number of responses have also increased to 279 startup
respondents this year (compared to 233 respondents of Index 2018-19). A survey comprising findings from 10 corporate
participants and interviews with five corporate participants have also been conducted.
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Key observations drawn from a comparison of findings from the Research and results of the
Survey are highlighted below:
1. Government funding: Hong Kong takes 3rd place when it comes to public funding granted
to startups as a percentage of Gross Domestic Product (GDP), albeit the level of funding is still
relatively lower than that of Singapore – the best performer for this dimension.
Significant strides have been made in this area in recent years with the Hong Kong
Government investing HK$2 billion in funding programmes under the Innovation and
Technology Fund (ITF) since 2016. Annual funding ceiling of the Technology Start-up Support
Scheme for Universities (TSSSU) has also been doubled to HK$8 million for each university
since 2019. Nonetheless, it is observed that the government funding granted to startups as a
percentage of GDP in Hong Kong (0.026%) is relatively lower than that of Singapore (0.051%),
the best performing city for this dimension. These results align with that of the Survey in
which government funding availability is perceived as “well-performing” and is ranked 5th.
2. Private funding: Hong Kong has attracted relatively low early-stage private capital when
compared with other leading economies, which is generally in line with findings from the
Survey.
It is revealed in the Global Startup Ecosystem Report 2020 (GSER 2020) that early-stage
private funding of the Hong Kong startup industry is relatively low, with around US$1.08
billion seed and series A funding received from 2017 to the first half of 2019. This is lower
than the average funds raised in Tokyo (US$ 1.71 billion) and Singapore (US$ 1.45 billion). This
finding is in line with the result of the Survey, in which the aspect of private funding is ranked
11th.
3.

Business regulations: Hong Kong continues to be recognized as one of the most

competitive economies in the world contributed by policy stability and adaptable legal
framework, although findings from the Survey and corporate interviews suggest that there is
some room for improvement in terms of adaptability of business regulations.
In the 2020 Index of Economic Freedom and the Global Competitiveness Report 2019, Hong
Kong has been ranked the 2nd highest in the areas of property rights, judicial effectiveness,
government integrity, policy stability and adaptability of legal framework to digital business
model. This ranking is generally aligned with findings from the Survey (2nd well-performing
city) for the aspect of stable business environment. However, both Survey findings and results
from the corporate interviews suggest that there is room for improvement in the area of
adaptability of business regulations (ranked 10th), such as creating a conducive regulatory
environment for the operation of business models intended for the shared economy.
4. Talent availability: Hong Kong has a relatively small pool of research talent compared to
some Asian developed peers such as Japan, Taiwan and South Korea, which is generally in line
with findings from the Survey.
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Revealed in Census and Statistics Department (2019a), Hong Kong had 6.6 researchers per
thousand employment in 2018, a ratio that is lower than those of other developed economies in
the region such as Japan, Taiwan and South Korea, which had 9.8, 13.5 and 15.3 researchers per
thousand employment respectively. In addition, these figures are in line with the Survey result
that talent availability in Hong Kong is ranking at 12th.
Through the findings presented in this report, it can be observed that Hong Kong has achieved
several key milestones in building a robust I&T ecosystem in recent years, which is
commendable. However, there are still areas for improvement in developing a vibrant local
startup ecosystem, in particular along the dimensions of funding, regulations and talent. All of
these identified dimensions are critical for the continued success of Hong Kong’s development
as the city faces intensified competition from other leading economies in the region. Key
recommendations are summarised below for consideration:

1. Further enhance the availability of public financial support by:
1.1 Further increasing public funding available for startup development, with an
increment of twofold in terms of percentage of funding over GDP so as to align with other
high performing cities, i.e. Singapore (0.05%) and Seoul (0.06%);
1.2 Lowering co-matching fund threshold as well as increasing the ratio of co-matching
fund with references to Singapore, a close competitor of Hong Kong, with consideration of
increasing the ratio from the current matching ratio of 1(government):2(co-investor) to
7(government):3(co-investor) up to a pre-defined amount so as to better incentivise private
co-investors to actively participate in funding local startups; and
1.3 Streamlining administrative procedures for access to Government-funded I&T
programme such as potentially streamlining the reimbursement process to be completed
within a shorter period (say within 4 months). This duration is suggested by startups who
participated in the Survey as they consider that the current reimbursement procedures
tend to be rather tedious and complicated.

2. Enhance private sector participation by:
2.1 Establishing special programmes such as pilot testing and sandbox program through
utilizing corporate business networks to enhance early-stage startup competence; and
2.2 Encourage corporates to consider both financial and social impacts when they make
investment decision on I&T projects.

3. Optimize business regulatory environment by:
3.1 Continuing the development of fintech related policies, regulations and licensing to
promote virtual bank, cryptocurrency, insurtech etc.; and
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3.2 Introducing regulatory sandbox program for other core industries beyond financial
services so as to pave the way for firms to launch new services and goods in a safe
environment ahead of the establishment of reasonable regulations that may take time to
develop, taking reference of the blueprint plan launched by Korea in 2019.

4. Acquire talent by:
4.1 Further enhancing Science, Technology, Engineering and Mathematics (STEM)
education from primary through tertiary education, with reinforcement of STEM
education in primary and secondary school curricula as well as enhanced STEM-related
programmes and tech-based tertiary training to further nurture local talent. Admissions
schemes that attract overseas talent should also be promoted to enlarge the talent pool;
with
4.2 Implementing coding training in primary and secondary school curricula and
considering increasing the marking weight of Information and Communication
Technology (ICT) for enrolling in IT or technology-related undergraduate programmes, so
as to boost the number of students who know coding as an essential skill and to raise the
willingness of students in taking ICT of Diploma of Secondary Education Examination (DSE).
With the unprecedented challenge of a post-COVID-19 world, we believe that collaboration
between the HKSAR Government, academia and the private sector in supporting the
development of the local startup ecosystem will be critical in the years ahead. Through our
findings and suggestions proposed in the report, we would like to contribute to the continued
development of the local startup ecosystem, enabling Hong Kong to play a key role as a vibrant
tech hub in the region and contributing to the long-term economic development of our city.
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CHAPTER 1. STARTUP SURVEY RESULTS
1.1 Methodology and Approach
1.1.1 Research partner and Assessment Areas
To ensure data objectivity and reliability, EntreLink commissioned the Social Sciences
Research Centre of The University of Hong Kong (“HKUSSRC”) with PricewaterhouseCoopers
Advisory Services Limited (PwC) as Advisor in September 2019 to conduct a web-based
survey to collect opinions from startups based in Hong Kong on the performance of
ecosystems in the following eight areas:
*Remarks: the score will be higher if the ecosystem meets the following criteria:
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Figure 1. The 8 parameters chosen for Index Study

Why Are The 8 Parameters Chosen?
Government funding availability is a parameter which nurtures the confidence and
foundation of a startup company. Government funding refers to support the government
provides to startups in the form of funding throughout different stages of startup
development. The quantity of funding provided varies as it is tailored to the amount of support
that is necessary at different stages of startup development. Therefore, the amount of
government funding can be a straightforward indicator to show how the government is
confident about supporting the growth of the sector and startup at particular stages.
In contrast, private funding is a source of tailored support that can be found through suitable
investors, which includes both general and industry-specific investors. As investors with
1
knowledge may be keen to provide support, private funding is critical for investments
in longterm entrepreneurial projects as it will build up resilience to uncertainties. The parameter
indicates the level of knowledge of the community in contributing to the ecosystem to a
certain extent.
Non-cash support is a key parameter in which the sufficiency of non-financial elements such
as market information and the provision of co-working space is assessed. The user-friendliness
of the non-cash support in terms of its accessibility, cost and support levels are also influential
factors as they can substantially lower entry barriers for new entrepreneurs and
2

3

entrepreneurial projects. This can reduce the time to publish onto the market while enhancing
the diffusion of innovations by working independently, but in unity. In addition to funding, this
parameter provides an important alternative angle on how a startup can succeed.
1. Kerr, W. and Nanda, R. (2008). Democratizing Entry: Banking Deregulations, Financing Constraints, and
Entrepreneurship. SSRN Electronic Journal.
2. Zhang, Y. and Li, H. (2010). Innovation search of new ventures in a technology cluster: the role of ties with service
intermediaries. Strategic Management Journal, 31(1), pp.88-109.
3. Capdevila, I. (2015). Co-working spaces and the localised dynamics of innovation in Barcelona. International Journal Of
Innovation Management, 19(03), p.1540004.
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Regulations may have direct impact on the growth of startups, In particular, up-to-date
business regulations that are adaptable to the needs of an innovation-driven economy are
critical. For example, the existing legal framework such as labour and tax laws, and patents can
influence costs involved in designing the business model. We should also consider different
functions of business regulations – such as those for facilitating creativity and for gaining
global trust.
Talent in this context is defined as the availability of individuals with high levels of educational
qualifications and skills, previous experience, known strengths or additional training
undertaken.The research of Peram and Koteswari (2018) states that talent is difficult to
obtain in startups where it is commonly overseen as uncertain waters, without a definite
income. A locality in which talents are abundant therefore plays a role in success. As Bill Gates
once said, 'Take our twenty best people away from us and I can tell you that Microsoft would
be an unimportant company’. The abundance or scarcity of talent therefore offers a reflection
4
of the development
of the startup ecosystem.
Industry connections and support can be understood as networks of investors and
entrepreneurs providing the flow of information and data. The supply and accessibility of
intermediate connections and services can substantially lower the hurdles of effectively
distributing labour and capital while accelerating collaborations between the investors and
startups. From this parameter, the stage of development in different sectors and the
interconnectedness within the ecosystem can be further understood.
The ecosystem and culture can influence the performance of the startup as this influences the
overall environment of which the startup operates in. The ecosystem is defined by whether the
government is supportive of startup development within its borders, and if local corporates
provide synergistic opportunities for collaboration. This in turn causes high rates of
entrepreneurial activity into strong growth of local economies. Similar to the parameter of
industry connections, it gives insight on the collaboration degree within the ecosystem.
Lastly, pilot test availability is a stabilising factor that allows the startup to understand the
marketability or practicality of its innovation. Pilot testing enables the startup to shed light on
the potentials and weaknesses of its products/services, understand the wants and needs of the
potential audience and identifies any areas that requires improvement prior to the wider
launch of the products/services. This enables further testing before a more stable execution
and wider release of the product/service. As such, the availability of pilot tests can be
indicative of how startups can securely launch their products to the market.

4. Peram, P. and Koteswari, B. (2018). A Study On Talent Management In Start-Ups. International Journal of Engineering
Development and Research, 6(3).
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1.1.2 Locations covered in the Index Study
Our index study covered 13 cities across Asia, including:

Figure 2. Cities covered in the Index Study
The above figure shows the 13 cities in Asia that are covered in the Index survey, including
Hong Kong, Bangkok (Thailand), Beijing, Guangzhou, Jakarta (Indonesia), Kuala Lumpur
(Malaysia), Macau, Seoul (Republic of Korea), Shanghai, Shenzhen, Singapore, Taipei, and
Tokyo (Japan).
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1.1.3 Target Respondents
The target respondents for the Index 2019-20 include Startups and Corporates. Startups in
different stages, including pre-seed, seed funding, Angel, and Series A as well as multinational
companies , who either have had involvement with startups, funding of innovation labs or
programmes, and/or involvement in technological innovation were invited to take part in
Index 2019-20. Details of the background of corporates will be included in chapter 2.
ion or fintech. Details of the background of corporates will be presented in section 2.2.

1.1.4 Sampling Method
In the first phase, EntreLink sent an invitation email to the supporting organisations and
incubators to invite their members to participate in the online survey. For the list of
supporting organisations, please refer to acknowledgements.
In the second phase, EntreLink provided HKUSSRC with the contact information of startup
members, such as company name, contact person name and contact telephone number, so that
HKUSSRC could invite them to conduct telephone interviews or fill out the online questionnaires
by telephone.
PwC was responsible for inviting corporates to participate in the online questionnaires, among
which, five corporates attended a follow-up telephone interview to share their views of the
start-up ecosystem in Hong Kong.

1.1.5 Data Collection Method
HKUSSRC was responsible for the design, development and maintenance of the webpage for
the on-line and telephone questionnaire. The webpage contained information regarding the
nature and purpose of the survey. It also assures the participants that the dataset is
anonymous, and information collected is confidential.
During the telephone interview, HKUSSRC and PwC informed the participants that their
participation is entirely voluntary, and they can refuse or withdraw from the survey at any
time during the process of completing the questionnaire online. HKUSSRC provided a
hyperlink to the target participants to access the survey.

HONG KONG STARTUP INDEX 2019-20

PAGE 13

HONG KONG
STARTUP INDEX 2019-20

1.1.6 Questionnaire Design
A bilingual questionnaire was designed by HKUSSRC after consultation with EntreLink and
PwC, which was then administered following Entrelink and HKUSSRC's approval. It was used to
administer the online questionnaires and telephone interviews. The questionnaire covers the
following main areas:
Startups' perspective:
Identify up to three most popular East Asian and South East Asian (SEA) cities in which
participants are interested in establishing their business regardless of prior engagement in
the cities
Investigate startup related activities/exposure that participants have had in the surveyed
cities. Definition of startup related activities will be illustrated in section 1.2.3.
Rate the cities that the participants have had prior exposure in the defined eight domains:
funding availability from government, funding availability from the private sector, non-cash
support from the government, business regulations, talent availability, industry
connections, startup ecosystem and culture, and pilot test availability
Evaluate the effectiveness of the current Hong Kong government support in facilitating
local startup development in the above eight domains
Corporates' perspective:
Identify whether participants have had prior experience with startups and whether they
have the intention to collaborate with startups in the next 12 months
Identify the main concerns and major enabling factors that influence the collaboration
between participants and startups
Identify the types of collaboration participants have had or would like to work with
startups
Rate the performance of startup environment in Hong Kong in the defined eight domains:
funding availability from government, funding availability from private sector, non-cash
support from government, business regulations, talent availability, industry connections,
startup ecosystem and culture, and pilot test availability
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1.2 Results Summary and Findings
1.2.1 Startup Perspective
We have received 279 completed questionnaires from startups and conducted analysis on
our findings. The following section will present the background information of the
respondents as well as detailed results and analysis conducted by HKUSSRC. Please see
Appendix A for the full questionnaire.

1.2.2 Background Information of Startup Respondents
The background information of respondents are as follows:
Respondents’ position in the organization
Stage of funding of respondents’ organizations
Location of respondents’ organization (head office if established in multiple locations)
Industry/focus area that best describes respondents’ organization

Figure 3. Respondents' position in their organizations
The above figure shows that most of our respondents are the founder / Co-founder / CEO
(72%) of their organization, some hold other management positions such as COO, CTO, etc.
(10%), a small portion are employees (5%), and the rest (13%) hold other positions.
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Figure 4. Stage of Funding of respondents' organizations
The above figure shows that there is not a single dominant stage of funding in which the
respondents' organizations belong. The least amount (10.0%) of respondents are in Series A
stage of funding, followed by Pre-seed stage of funding (17.2%), Angel/idea stage funding
(20.8%), and seed funding (24.4%). Most of the respondents (27.6%) do not fall into the
aforementioned categories and are part of other.

Remarks: definition of different startup stages
Pre-seed: companies in the early product development stage of a minimum viable
product (MVP), maximizing its future fundraising opportunities through testing; having
an effective core team and building beyond a prototype; average funding amount: less
than US$ 1 million
Seed funding: companies in the completion of value proposition validation with
consistent, constant and continuous growth of revenue; looking for funding to support
the scaling and growth of the product in the existing market place; average funding
amount: US$ 1.7 million
Series A: companies in the stage of generating strong revenue but not net profit from its
business model; looking for funding to scale a product / market fit nationally and
internationally; average funding amount: US$ 10.5 million
Angel / Idea: small startups or companies that are aiming to grow that seek funds from
individuals known as business angels
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Figure 5. Focus area / Industry of respondents' organizations
The above figure shows that most of our respondents' organizations are in the ICT sector
(19%), followed by Health and Medical sector (6.8%), FinTech (6.1%), and Biotechnology
(5.4%).
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Figure 6. Location of respondents' organizations
The above figure shows that most of our respondents’ organizations are located in Hong Kong
(94.3%), a few located in Guangzhou (1.1%), Shenzhen (0.7%), Kuala Lumpur (0.7%, Jakarta
(0.4%), and other cities (2.9%).

1.2.3 Detailed results
More detailed results collected from startups are presented in the section below as follows:
Type of hosts for respondents’ organizations
Number of startups with related activities / exposure across Asia

Figure 7. Hosts of respondents' organizations
HONG KONG STARTUP INDEX 2019-20
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The above figure shows that the host for most of our respondents' organizations are
Government-funded incubators / institutions (59.1%), a small portion are corporate-funded
and linked incubators (3.4%) or universities (2.4%)
The following charts will illustrate startup related activities / exposure across each of the 13
surveyed cities, followed by a summary of the number of startups with related activities /
exposure in Asia. Note that respondents are allowed to choose multiple locations if applicable
* Remarks: Activities include establishment and operation of an existing / previous startup
business, receipt of public / private funding for startup activities, participation in local
acceleration / incubator programme, startup conferences / networking events etc.

Figure 8. Summary of startup related activities / exposure across Asia
The above figure shows the amount of startup related activities or exposure that the
respondents have experienced in each of the 13 surveyed cities. The respondents are allowed
to indicate their experience in multiple cities if that applies. Based on the above figure, Hong
Kong has the highest number of respondents conducting business activities.
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Figure 9.Startup related activities / exposure in Bangkok (Thailand)
The above figure shows that most of the respondents do not have startup related activities or
exposure in Bangkok (93.5%).

Figure 10. Startup related activities / exposure in Beijing
The above figure shows that most of the respondents do not have startup related activities or
exposure in Beijing (90.7%) while small portions of respondents participate in startup
conferences / networking events (6.5%).
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Figure 11. Startup related activities / exposure in Guangzhou
The above figure shows that most of the respondents do not have startup related activities or
exposure in Guangzhou (88.5%), while small portions of respondents participate in startup
conferences / networking events (7.5%) and have establishment and operation of existing /
previous startup business (6.1%) in Guangzhou.

Figure 12. Startup related activities / exposure in Hong Kong
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The above figure shows that most of the respondents have conducted startup related activities
or exposure in Hong Kong. Most respondents have establishment and operation of existing /
previous startup business (79.2%), participate in startup conferences / networking events
(70.3%), participate in local acceleration / incubator programme (67.4%), having receipt of
public funding for startup activities (50.5%), and have receipt of private funding for startup
activities (33.3%). Only 7.9% of respondents have no startup related activities or exposure in
Hong Kong.

Figure 13. Startup related activities / exposure in Jakarta (Indonesia)
The above figure shows that most of the respondents do not have startup related activities or
exposure in Jakarta (97.1%).

Figure 14. Startup related activities / exposure in Kuala Lumpur (Malaysia)
HONG KONG STARTUP INDEX 2019-20
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The above figure shows that most of the respondents do not have startup related activities or
exposure in Kuala Lumpur (95.3%).

Figure 15. Startup related activities / exposure in Macau
The above figure shows that most of the respondents do not have startup related activities or
exposure in Macau (95.7%).

Figure 16. Startup related activities / exposure in Seoul (Republic of Korea)
The above figure shows that most of the respondents do not have startup related activities or
exposure in Seoul (97.8%).
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Figure 17. Startup related activities / exposure in Shanghai
The above figure shows that most of the respondents do not have startup related activities or
exposure in Shanghai (90%), while a small percentage of respondents have participated in
startup conferences / networking events (7.2%) in Shanghai.

Figure 18. Startup related activities / exposure in Shenzhen
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The above figure shows that most of the respondents do not have startup related activities or
exposure in Shenzhen (76.7%). However, some respondents have participated in startup
conferences / networking events (14.7%), establishment and operation of existing / previous
startup business (14.3%)

Figure 19. Startup related activities / exposure in Singapore
The above figure shows that most of the respondents do not have startup related activities or
exposure in Singapore (86%). However, some respondents have participated in startup
conferences / networking events (10%).
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Figure 20. Startup related activities / exposure in Taipei
The above figure shows that most of the respondents do not have startup related activities or
exposure in Taipei (87.8%). However, some respondents have participated in startup
conferences / networking events (9%).

Figure 21. Startup related activities / exposure in Tokyo
The above figure shows that most of the respondents do not have startup related activities or
exposure in Tokyo (87.8%). However, some respondents have participated in startup
conferences / networking events (9%).
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Figure 22. Summary of startup related activities / exposure across Asia
It is noteworthy that despite it being intuitive to predict the overall score ranking of startup
hubs to be different based on whether the startups have gained exposure in the hub, the
results displayed above shows that the effects of experience is minimal in most cases. For most
cities, experience has had a minimal effect (less than 5%) on their score. There are, however,
exceptions. For Shanghai and Tokyo, their scores are 10% and 13% higher respectively when
taking experience into account. Whereas, for Seoul, Jakarta and Bangkok their scores are 13%,
42% and 27% lower respectively when taking experience into account.
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1.2.4 Overall Results
Hong Kong Startup Index was constructed based on the perception scores given by startups
and corporates in Hong Kong. Each domain was scored from 0-100 and the overall index is
the average score across the eight domains.
The overall summary of the findings will be presented in the section below as follows:
Overall Ranking of startup hubs in The Greater China, East Asia, and ASEAN Region
Top 5 most preferred cities for startup expansion in 2019
Results matrix of all assessment areas (8 domains)

Figure 23. Overall ranking of startup hubs in The Greater China, East Asia, and ASEAN Region
The above figure shows that the cities are categorized into three different groups. Those in
“green” are the relatively “well-performing” group; cities in “yellow” are the “averageperforming” group; while cities in “pink” are the relatively “low-performing” group.
The highest perception score goes to Singapore with 71 marks while the lowest score goes to
Macau, which is 30. Singapore, Shenzhen, and Taipei belong to the higher performing group;
Shanghai, Beijing, Tokyo, Guangzhou, Seoul, and Hong Kong belong to the average-performing
group; While Kuala Lumpur, Jakarta, Bangkok, and Macau belong to the relatively lower
performing group. It is to note that perception scores are ratings provided by startups and may
not be reflective of the actual support/assistance available in the specific city. A desktop
research has thus been included to understand the actual situation in Chapter 3 of this Report.
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Figure 24. Top 5 most preferred cities for startup expansion in 2019
The above figure shows the top five most preferred cities for startup expansion in 2019
amongst the 13 surveyed cities. Despite the decreased preference from 64% in 2018 to 46% in
2019, Hong Kong remains to be the most preferred city for expansion among local startups,
while Seoul (from 10% in 2018 to 34% in 2019) and Taipei (from 17% to 23% in 2019) become
increasingly popular in the region. On the other hand, the popularity of Shenzhen for startup
expansion has decreased from 27% in 2018 to 16% in 2019.
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Figure 25. Result matrix table
The above figure shows respondents’ choice of opening a new company in each of the 13
surveyed cities as a percentage of the total number of responses received. Overall, Singapore
and Shenzhen remain at the top 2 in terms of overall ranking, while the ranking of Taipei
increased from 9th in 2018 to 3rd place in 2019.
In the case of Hong Kong, while it is ranked 9th in overall ranking, its ranking has improved
when compared to the rank of 11th in the Index 2018-19. Also, it remains to be the top city
whereby startups who participated in the survey prefer opening a new company, with almost
half (46%) of the respondents indicated their preference to do so. This is above the 37% and
16% of respondents who stated that they would open a new company in Singapore and
Shenzhen despite their rankings of 1st and 2nd place in the Index respectively.

Figure 26. Result matrix of all assessment areas
HONG KONG STARTUP INDEX 2019-20

PAGE 30

HONG KONG
STARTUP INDEX 2019-20
The above figure shows the detailed performance breakdown of cities in the eight domains. As
mentioned earlier, those in “green” are the relatively “well-performing” group; cities in
“yellow” are the “average-performing” group; while cities in “pink” are the relatively “lowperforming” group.
In the case of Hong Kong, we have highlighted two better performing areas and two other
areas that require improvement for further discussion:
Better performing areas:
Funding availability (government)
Business Regulations

Areas for improvement:
Private investment
Talent availability

a. Better Performing Areas
i. Funding Availability (government)
Amongst the 13 surveyed cities, Singapore and Shenzhen scored highest in terms of funding
availability (government), followed by Guangzhou, Beijing, Shanghai, then Hong Kong. For the
detailed score breakdown, please refer to figure 24. In comparison to the Startup Index Study
conducted in 2018, Hong Kong has improved from “low performing group” to “well-performing
group” in this domain, suggesting that the Hong Kong Government has made adjustments in
funding availability to startups.

ii. Business Regulations
Amongst the 13 surveyed cities, Hong Kong ranked second following Singapore in terms of
business regulations. For the detailed score breakdown, please refer to figure 24. In
comparison to the Startup Index Study conducted in 2018-19, Hong Kong has improved from
“average performing group” to “well performing group” in this domain, therefore highlighting
its improvement in perception score when compared with the previous year.
This ranking is also generally in line with the city’s ranking in the “Doing Business 2019
Report” published by The World Bank. In this report, Hong Kong ranked 3rd in terms of ‘Ease
of doing business’ and 5th in ‘starting a business’. This suggests that the regulations in Hong
Kong provide an encouraging environment for business activities. The laws and regulations are
also in line with international practices, hence lowering the barriers for startups in Hong Kong
to connect with the global market. However, stable regulations may not necessarily translate
into adaptable and up-to-date regulations that may be required for catering to technological
advancement and the growth of startups in Hong Kong. More detailed insights and
recommendations will be provided in chapter
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b. Areas for Improvement
i. Private Investment
Amongst the 13 surveyed cities, Hong Kong ranked 11 out of the 13 cities in terms of funding
availability from the private sector. For the detailed score breakdown, please refer to figure
24. Hong Kong remains in the relatively “low performing group” in this domain, thereby
suggesting a need to further address this perception amongst startups.
This relatively low ranking also suggests that private investment in Hong Kong for startups
may not be sufficiently matured. More detailed insights and recommendations will be
provided in section 3.2.

ii. Talent Availability
Amongst the 13 surveyed cities, Hong Kong ranked 12 and 10 out of 13 cities in terms of
talent availability and talent quality respectively. For the detailed score breakdown, please
refer to figure 24. Hong Kong remains in the relatively “low performing group” in the two
domains of talent availability and talent quality, thereby suggesting a need to address these
matters.
With regard to talent quality in Hong Kong, the HKSAR Government has been strengthening
promotion of STEM programmes into schools, putting more emphasis on the importance of
the four disciplines as well as focusing on innovation and collaboration amongst students.
Despite this, the ranking suggests that there is still room for improvement for nurturing
more quality talents. Further elaboration and recommendations will be provided in section
3.4.
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CHAPTER 2.CORPORATE SURVEY FINDINGS
AND CASE STUDIES
We have received 10 completed questionnaires from corporates and conducted an analysis
on our findings. The following section will present the background information on the
respondents and detailed results and analysis conducted by HKUSSRC.

2.1 Background Information of Corporate Respondents
The background information of respondents are as follows:
Size of the organization (no. of employees) in Hong Kong
Industry / focus area that best describes respondents’ organization

Figure 27. Size of Respondents’ Organization in Hong Kong
The above figure shows that 40% of respondents’ organization has over 1000 employees, 20%
of respondents’ organizations have 1-9 employees, 20% with 50-99 employees, and 20% with
100-199 employees. Note that other options were included in the questionnaire, please refer
to Appendix B for the full questionnaire for corporates.

HONG KONG STARTUP INDEX 2019-20

PAGE 33

HONG KONG
STARTUP INDEX 2019-20

Figure 28. Industry / Focus Area of Respondents’ Organization in Hong Kong
The above figure shows that 20% of the respondents’ organizations are in the Information and
Communications sector, 20% in the Financing and Insurance sector, while 10% is in
Transportation, Storage, Postal, and Courier Services, 10% in Social and Personal services,
10% in Electricity and Gas Supply, and Waste Management, and 30% of respondents’
organizations are in other industries.

2.1.1 Detailed Results
More detailed results collected from respondents will be presented in the section as follows:
City presence of respondents’ organizations
Whether the headquarters of the organization is located in Hong Kong
Respondents’ experience with startups and whether they are interested in working with
startups in the next 12 months
Types of collaboration respondents had / would like to have with startups
Enabling factors that encourage respondents to work with startups
Corporates’ rating on the performance of startup environment in Hong Kong
Please refer to Appendix B for the full questionnaire for corporates.
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Figure 29. City presence of Respondents’ Organization in Hong Kong
The above figure shows the city presence of respondents’ organization. Respondents were
allowed to give multiple responses if applicable. Most of the respondents’ organizations have a
presence in Hong Kong (80%), followed by Beijing (40%), and Singapore (30%).

Figure 30. Is the Headquarter of Respondents’ Organizationlocated in Hong Kong
The above figure shows that half of the respondents have their headquarter / head office
located in Hong Kong, while the other half have their headquarter located elsewhere.
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Figure 31. Respondents’ Organization prior experience working with startups
The above figure shows that 90% of the respondents have had prior experience e.g.
collaboration, investment, etc. with startups while 10% of the respondents have not had any
experience with startups.

Figure 32. Respondents’ intention to work with startups in the next 12 months
The above figure shows that 100% of the respondents have the intention to work with startups
in the next 12 months.
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Figure 33. Kinds of collaboration respondents had or would like to work with startups (multiple
responses were allowed)
The above figure shows that 60% of respondents had or would like to work on adoption of
technology solutions with startups, 50% have had or would like to build business partnerships
with startups, 40% had or are interested in providing incubation to startups, 40% had or are
open to provide direct investment to startups, and 20% have had or would like to conduct
other types of collaboration with startups.
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Figure 34. Enabling factors that encouraged respondents to work with startups (multiple responses
were allowed)
The above figure shows that 60% of respondents indicated that the presence of cases for
innovation solutions / products / services proposed and clear senior managerial support
encouraged them to work with startups. 50% of respondents think that the availability of a
corporate-wide strategy for innovation motivated them to collaborate with startups. 40% of
respondents also showed that cultivation of innovation culture within their organization and
the availability of means to understand the products or services of startups stimulates them
to work with startups.
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Figure 35. Corporates’ rating on the startup environment in Hong Kong in terms of the 8 parameters
The above figure shows how corporate respondents rate the startup environment in Hong
Kong in terms of the eight domains, with 1 (green section) being the minimum while 5 (purple
section) beings the highest score. The blue section represents no answer from respondents.
Please refer to Appendix B for the full questionnaire.
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2.1.2 Interview with Corporates
To complement findings gathered from EntreLink’s Index 2019-20, five interviews have been
conducted with corporates from different sectors. The figure below shows the general profile
of these corporates.

Figure 36. General profile of corporates interviewed
The main purpose of these interviews is to gain a more in-depth understanding of corporates’
perspectives on the performance of the local startup ecosystem and their experience in
collaborating with startups in Hong Kong. It is to note that all findings have been aggregated
and the names of the corporates have been anonymised for reporting purposes.

2.1.3 Startup Ecosystem in Hong Kong
In general, all interviewees were of the view that Hong Kong has several attributes that
contribute to the making of a vibrant startup ecosystem, including its growing number of
startups, availability of funding, access to international and mainland Chinese markets,
presence of a matured regulatory framework and its cultural diversity. The factors raised are
generally aligned with the 8 dimensions considered in Entrelink’s Index 2019-20

a. Key Strengths of the Startup Ecosystem
1. Funding Availability:
Sufficiency of government funding for I&T development
Several interviewees were of the view that the HKSAR Government has provided sufficient
funding for supporting I&T and startup development. At the same time, an interviewee raised a
potential area for improvement particularly for the diversity of startup funding sources
towards tertiary institutions.
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2. Business regulations:
Matured regulatory environment with an international fit
Interviewees generally felt that Hong Kong has a trusted and reputable regulatory system that
is in favour of running businesses here. Its laws and regulations are also in line with
international practices, thus lowering barriers of connecting with global markets. However, an
interviewee also noted that having a stable regulatory environment is at best a “hygiene”
factor. The focus for Hong Kong should be to develop a forward looking regulatory
environment that promotes the use of industry standards and I&T in the future.
3. Industry connection and support:
High degree of connectivity and access to markets
A few interviewees were of the view that a key feature of Hong Kong is its role as the gateway
to mainland China and international markets, with many companies locating regional
headquarters in Hong Kong. By locating in Hong Kong, startups can use Hong Kong as a good
starting point to establish connections with multi-national companies, scale up and branch out
into other markets.
Access to talent and collaboration opportunities in the Greater Bay Area (GBA)
Several interviewees shared that Hong Kong’s proximity to Shenzhen and the wider GBA could
provide greater ease for startups to recruit talent from these locations and to seek for crossborder collaboration opportunities. However, some interviewees also commented that the
current level of collaboration within GBA has room for improvement.

4. Startup Ecosystem and culture:
Cultural diversity with talents from different backgrounds
An interviewee shared that the Hong Kong startup environment is inclusive in the sense that it
welcomes talent from different backgrounds and industries. The exchange of ideas amongst
people of different backgrounds is more fluid in Hong Kong when compared with other
locations such as Israel where the talent pool is usually less diverse. Another interviewee also
added that when compared with the development of the startup ecosystem in mainland China,
the positioning of Hong Kong as a global city whereby English has been adopted as the
language of commerce continues to give the city an advantage in attracting foreign talent and
investment for I&T.
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b. Areas for improvement of the Startup Ecosystem
Interviewees also highlighted areas for improvement for the local startup ecosystem. The key
areas are detailed below:
1. Funding Availability:
Potential for more diverse source of startup funding to tertiary institutions
An interviewee raised that in comparison with funding available to top tier universities in the
United States and the United Kingdom, there is still room for improving the availability of
startup funding to local universities to build, scale up and sustain the startup ecosystem. For
instance, there tends to be higher level of private funding towards renowned overseas tertiary
institutions such as the Massachusetts Institute of Technology (MIT) and the Oxford
University in facilitating startup development. While the interviewee did not expect a similar
level of private funding directed towards local tertiary institutions, there seems to be room for
more private sector involvement/collaboration.
2. Non-cash support:
Need for I&T infrastructure closer to city centres
While several I&T infrastructures such as the Hong Kong Science Park, Cyberport as well as
the upcoming Hong Kong-Shenzhen I&T Park at Lok Ma Chau Loop are available, an
interviewee was of the view that it would be beneficial for startups to be located closer to
where venture capitalists and angel investors are. Depending on the nature of the industry,
locations that are far away from the city centre may be preferred to be used as back offices
instead.
3. Business regulations:
Need for a more adaptive regulatory environment
As observed above, an interviewee raised the need for Hong Kong to develop a forward
looking regulatory environment that promotes the use of industry standards and I&T in the
future. This does not need to come in the expense of a stable regulatory environment.
Likewise, another interviewee commented that there is room for creating a more adaptive
regulatory environment as some regulations may be too rigid for testing new innovations at
the moment.
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4. Talent:
Cultural factors influencing availability of local talents
Several interviewees highlighted that while Hong Kong has talents in a lot of areas, the
incentives for them to work in startups are usually low as many prefer to join large corporates
that offer greater stability and higher compensation.
Cost of living impede inflow of foreign talents
For areas where technical know-hows are unavailable locally, companies may seek to attract
foreign talents. However, the high cost of living, particularly housing cost, in Hong Kong has
created barriers to entry for foreign talents who would otherwise be willing to work in Hong
Kong.
5. Industry connection and support:
Need for a more effective collaboration model within GBA
While GBA offers synergetic opportunities for developing the local startup ecosystem, an
interviewee commented that there is a need for more effective collaboration with cities
within GBA. While there is a high volume of collaborative activities, the quality and depth of
partnership have remained limited. This could at times appear to be more cosmetic than
substantive in nature. Another interviewee also believed that resources and respective
competitive advantages within GBA have yet to be fully leveraged. For instance, stronger
cooperation can potentially be developed to provide land for Hong Kong universities to
establish remote startup research centres in less costly cities such as Huizhou.

2.1.4 Potential Support for Enabling a Vibrant Startup Ecosystem
To better enable the development of a vibrant startup ecosystem in Hong Kong, interviewees
shared their views on potential types of support that could be offered by corporates and the
HKSAR Government.

a. Potential support from the private sector
Large corporations could play a pivotal role in developing a vibrant startup ecosystem by
providing startups with the opportunities to resolve real business problems encountered in
their operations. To tap on the ideas of startups, this would require large corporates to have a
clearly defined strategy, setting appropriate performance indicators and allocation of
sufficient resources for engagement with startups. Different modes of collaboration have
been adopted by some interviewees as illustrated in the case studies below.

HONG KONG STARTUP INDEX 2019-20

PAGE 43

HONG KONG
STARTUP INDEX 2019-20

b. Potential support from the government
1. Developing I&T clusters in different parts of Hong Kong
As mentioned in Section 2.1.3 above, an interviewee was of the view that it would be beneficial
for local startups to be located closer to venture capitalists (VC) and angel investors. In
particular, the interviewee suggested that Hong Kong should consider facilitating a conducive
environment whereby startups, venture capitalists and firms providing supporting services are
located on the same floor. A block arrangement similar to the one adopted in Singapore can be
considered. (See Box 1 below).

BOX 1: BLOCK71 Initiative, Singapore
What is BLOCK71?
Started in 2010, BLOCK71 is an initiative by
NUS Enterprise in collaborative and strategic
partnership with established corporates and
government agencies. It serves as an ecosystem
builder and global connector for catalysing and
aggregating the startup community.
What does it do?
BLOCK71 seeks to pull together the technology startup cluster dispersed around
Singapore and create a centralised startup hub. In Singapore, BLOCK71 spearheads
new initiatives as well as provides mentorship and growth opportunities in key local,
regional and global markets.
What is the outcome so far?
As of 2017, it is home to hundreds of tech-related startups, venture capitalists and
incubators. Starting off from Singapore, BLOCK71 has since established branches in
San Francisco, Jakarta, Bandung, Yogyakarta and Suzhou.
Source:
https://medium.com/@NUSEnterprise/everything-you-need-to-know-about-block71-singapore-faq-ef2bcb2f18e6;
https://www.block71.co/
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2. Setting policies to encourage adoption of solutions from startups

Box 2: InnoLeap Call for Solutions (CFS), Singapore
What is the CFS initiative?
The initiative was organised by the Government
Technology Agency (GovTech) in 2019 to seek
innovative solutions for public sector agencies
and to transform public service delivery for the
benefit of Singapore and Singaporeans in a
Smart Nation.
What does it do?
By simplifying the procurement process, the initiative calls for groups from Singapore
or overseas with relevant industry knowledge - including start-ups, academia and
researchers – to come up with proposals for problems faced by government agencies.
What is the outcome so far?
The initiative benefits both the government and startups. For instance, it allows
agencies to test solutions within a single tender process without the need for multiple
contracting, enables execution of projects where benefits are unclear on the onset,
provides a testing ground for startups to demonstrate the functionality and
marketability of their innovation, and potentially serves as credible reference for
startups for marketing their products in the future.
Source:
https://www.ideas.gov.sg/public/InnoLeap_Call_for_Solutions_CFS
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3. Attracting foreign talents to Hong Kong

Box 3: Start-Up Visa (SUV) Programme, Canada
What is the SUV Programme?
The SUV Programme offers Canadian permanent
residence to qualified immigrant entrepreneurs
who meet the eligibility requirements. Initially a
three-year pilot, the programme was made
permanent on 31 March 2018.
What does it do?
The programme targets innovative entrepreneurs and links them with private sector
investors in Canada who will help establish their startup business. Candidates can
initially come to Canada on a work permit supported by their designated Canadabased investor (i.e. designated VC funds, angel investor groups or business
incubators), before qualifying for permanent residence once their business is up and
running.
What is the outcome so far?
The SUV programme was initially implemented as a pilot programme between April
2013 and 2016. As of April 2016, 51 of the 64 (80%) of principal applicants already
assessed had been approved. According to an evaluation of the SUV pilot conducted
in November 2016, the SUV pilot was able to:
Bring in more human capital to Canada in terms of age, education and knowledge
of official language when compared to immigrants under a previous programme.
Facilitate the access to Canada for innovative entrepreneurs who have secured
business commitments with designated entities. Timely processing and the
availability of the work permit were noted as key elements that have contributed
to the success of the pilot.
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Demonstrate positive progress by SUV entrepreneurs in either business growth,
obtaining additional investment, increasing networks and business connections, or
selling their business for a profit.
Bring in SUV pilot entrepreneurs who received over CAD3.7m in investment from
designated entities.
Lower the cost of administration compared to a previous programme.
There were however some concerns over the potential programme integrity gap
regarding the monitoring of SUV activities by some designated entities and the
availability of support by some designated business incubators. Nevertheless, the pilot
was deemed to be successful, and was made permanent on 31 March 2018.
Source:
https://www.canada.ca/en/immigration-refugees-citizenship/services/immigrate-canada/start-visa.html
https://www.canadastartups.org/
https://www.immigration.ca/eight-things-to-know-about-canadas-start-up-visa-program;
https://www.canada.ca/en/immigration-refugees-citizenship/corporate/reports-statistics/evaluations/start-visapilot.html#itm-4-1

4. Providing accreditation services for acquiring qualifications
An interviewee opined that standards should be set to provide greater recognition to the
qualifications of startups. This can in turn raise the profile of the startup ecosystem. For
instance, this can potentially be achieved through elective modules carried out in reputable
universities. Startups or individuals who have gone through these courses could then be
given appropriate accreditation to recognise their efforts.
5. Encouraging sector-wide data sharing in a secured and controlled manner
An interviewee highlighted that the HKSAR Government could consider encouraging datasharing arrangements across companies in the same sectors. This could better aid the
development of I&T solutions within individual sector. Ideally, data sharing arrangement
could include cross border arrangement between Hong Kong and mainland China in the
longer term.
6. Measuring progress in the development of a startup ecosystem
Interviewees also contributed views on the types of Key Performance Indicators (KPIs) that
could be set in monitoring the development of the startup ecosystem in the future. The table
below shows examples of these KPIs.
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Demand Factors
Number of corporates (in Hong
Kong and overseas) engaging
startups originated in Hong Kong or
GBA

Supply Factors
Number of graduates (undergrad +
postgrad) of STEM subjects from
tertiary institutions

Spending of corporates on engaging
with startups

Number of applications (undergrad
+ postgrad) of STEM subjects in
tertiary institutions

Revenue generated through
engagement with startups

Public sector funding to tertiary
institutions

Number of use cases registered with
a proposed sector-specific central
startup registry

Number of startups and industry
sector representation

Number of corporates in Hong Kong
which establish their own corporate
venture capital (CVC) unit

Number of graduates certified with
relevant skill certificates
Number of professionals upgraded
with relevant skill certificates
Number of unicorns

2.1.5 Case Studies
This section provides 4 illustrative cases of the mode of collaboration adopted
by corporates in working with startups in Hong Kong. A brief introduction of the
context and overview of the examples of mode of collaboration for each of the
case study are included. Additionally, the key features and the benefits are also
summarised.
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Case Study 1
A dedicated Accelerator of a Property and Real Estate Conglomerate
Driving startup innovation through business integration and partnership with business units
Context
A Hong Kong-based Property and Real Estate Conglomerate (Group) has set up a dedicated
accelerator for startup innovation. Guided by the Group's overall sustainability vision for
2030 that is aligned with the sustainability goals of the United Nation (UN), the dedicated
accelerator is committed to integrating startup innovations in their businesses as well as to
facilitate opportunities for startups to validate and commercialise their innovations. In
particular, the startups will have opportunities to work with business units (BU) within the
Group to solve real business problems.
Examples of Mode of Collaboration
Direct
Investment

Technology
Adoption

Key Features

Business
Partnership

Incubation

Benefits

Alignment with Corporate Strategy Collaborate with startups to realise the
corporate-wide sustainability vision for 2030

Better alignment with
business needs

Hiring of talents with entrepreneur mindset Hire individuals with experience in running
startups for operating the dedicated accelerator
in the Group

Encourage cross-fertilization
of ideas between company
and startups

Involvement of BUs - Identify business needs
through discussions with BUs so as to create
more tailored solutions for business integration

Provide measurable
outcomes as basis for
promoting innovation

Periodic communication between BUs and
Startups - Facilitate communications between
startups and BUs to ensure that objectives and
timeline can be met with sufficient resources

Cultivate a culture of
innovation within the
organization

Demonstration of benefits - Conduct pilot
runs with the collection of data so as to
measure success of solution over time
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Case Study 2
An Array of Initiatives Targeting Startup Collaborations for a Transport Company
Crowdsourcing ideas from more established startups with proven solutions
Context
A major public transport company in Hong Kong (Company) has launched various initiatives
to facilitate crowdsourcing and collaboration with startups. Given that the Company has
been established for a long time, it perceives collaboration with startups as a channel to
disrupt its current way of working. Recently, the Company has embraced innovation as one
of the four pillars for shaping its corporate culture. Under the guidance of the latest
corporate strategy, the Company has begun to take a more active role in seeking out
startup entrepreneurs to co-create and explore solutions \so as to enhance its operational
efficiency.
Examples of Mode of Collaboration
Technology Adoption
Key Features

Benefits

Alignment with Corporate Strategy Collaborate with startups to promote
innovations is one of the four pillars guiding the
reshaping of its corporate culture

Cultivate a culture of
innovation within the
organization

Collaboration with more matured startups Collaboration with startups with proven
solutions and sales revenue to co-create
solutions

Disrupt current way of
working by introducing new
solutions

Expedite results through collaboration Identify business needs through discussions
with BUs so as to to create more tailored
solutions for business integration

Reduce cost, faster problem
solving, promote collective
intelligence and creativity

Solutions crowdsourcing - Launched events to
gather startups globally to co-create solutions
through various activities, such as brainstorming
sessions, site inspections, and solution pitching

Balance benefits and risks
through engaging more
matured startups

Cross border collaboration - Launched multipartner accelerator programme to support
late-stage startups to scale into China through
the Greater Bay Area

Engage a wider proof of
talent to generate diversity of
thinking and ideas
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Case Study 3
A Collaborative Platform Driven by a Financial Institution
Creating a platform for connecting startups to investors and accelerators
Context
A UK-based multinational banking and financial services company (Company) has recently
established a new business unit to lead digital innovation within the Company since 2018.
This business unit focuses on investing in FinTech and other startup companies to promote
rapid testing and implementation of new business models. The Company has already
invested about USD 3 billion over three years in technology and systems.
Examples of Mode of Collaboration
Direct Investment

Key Features

Business Partnership

Benefits

Platform for solution crowdsourcing - Allow
parties to propose solutions to the challenges
posted by the bank's business unit and request
for investment

Propel businesses by
enabling connection to the
right people

Sufficient resources for solution realization Provide guaranteed funding for proof of
concepts (PoCs) by a business sponsor that aims
to test the solution

Reduce time wasted on
finding the appropriate
solutions provider

Directory for collaboration - Allow investors to
utilise the platform to recommend startups for
future collaboration
Streamline matchmaking process - Enable
startups to move from initial application to final
section within a three-month period
Create client-centric solutions - Partner with
specialized startups who are thought leaders in
that space to co-create "fit-for-purpose"
solutions for clients
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Funding guaranteed where
challenges are paid and
funded by sponsors
Gain exposure to the fintech
markets
Enable opportunity to be test
proofed globally on
possibility for investment
Reduce cost, faster problem
solving, promote collective
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Case Study 4
A Subsidiary and Accelerator of a Global Life and Health Reinsurance Company
Standardising I&T-related practices in the insurance industry throguh partnerships with
thought leaders
Context
A Global Life and Health Reinsurance company (Group) has set up a wholly owned
subsidiary and accelerator for startup innovation since 2015. The dedicated accelerator was
established not only to fulfil the Group's commitment to innovation and entrepreneurship,
but also to identify and scale up opportunities that lie outside of the Group's traditional
reinsurance business. The dedicated accelerator is committed to working with carriers both
inside and outside the insurance industry to develop solutions to help carriers improve
longevity, increase health span of people, and close the global insurance coverage gap.
Examples of Mode of Collaboration
Direct Investment

Technology Adoption

Key Features
Open forum - Knowledge sharing for leading
players in the industry through open forum
Become a thought-leader - Together with
startups, to create a platform for learnings,
though leadership, and produce scientific
research studies
Purpose driven collaboration and use cases Collaboration is contingent on the startup's
ability to solve existing issues or capture new
business opportunities with the support of use
cases
Strategic investment globally - Partner with
startups globally to develop digital solution such
as digitising health checks and other forms to
accelerate automated decision making

Business Partnership

Benefits
Enable new business models
and emerging technology
across the industry to
promote systematic
innovation
Create a comprehensive
knowledge base, talent and
capabilities, especially on the
topic of AI
Establish standard for AI
insurance implementation
Ensure a systematic way of
solving an issue

Human-centred innovation- Leverage design
thinking methodology to co-create and
brainstorm solutions to common challenges
faced by insurers
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CHAPTER 3. INSIGHTS AND RECOMMENDATIONS
3.1 Government Funding
3.1.1 Insights
3.1.1.1 Fair amount of government funding
Hong Kong’s startup ecosystem has made strides in facilitating the development and scaling
up of more than 3,000 startups in 2019 through a combination of the support of 7 official
unicorns and beneficial policies such as low taxes (StartmeupHK, 2020). To encourage the
growth of I&T in Hong Kong, funding has been provided by the HKSAR Government and
other public organizations to support local startups in conducting research and technology
development as well as in nurturing talent in Hong Kong. For example, under the Innovation
and Technology Fund (ITF), the TSSSU and the Innovation and Technology Venture Fund
(ITVF) have been launched to support startups in starting technology businesses and
commercialising their research and development (R&D) results. At the same time, the Hong
Kong Cyberport Management Company Limited (Cyberport) and the Hong Kong Science and
Technology Parks Corporation (HKSTP) have also increasingly injected funding into various
incubation and entrepreneur programmes since 2016/17. For example, the quota of
Cyberport Incubation Programme was doubled in 2016/17 which resulted in a 300% yearon-year funding boost for the startups (Cyberport, 2017). Table 1 presents the amount
disbursed through public funding programmes from 2016/17 to 2018/19.

Funding programmes
under ITF 5
HKSTP

6

Cyberport

7

Total
(HK$ million)
Total
8
(US$ million)

2016/2017
(HK$ million)

2017/2018
(HK$ million)

2018/2019
(HK$ million)

Total
(HK$ million)

412.2

735.1

841.6

1988.9

21.5

33.8

49.8

105.1

27.9

47.5

99.5

457.8

796.8

938.9

2,193.5

59.1

102.8

121.1

283.0

24.1

Programs

Table 1: Amount of public funding granted to innovative enterprises from year 2016/17 to 2018/2019
As shown in Table 1, with an annual increment in funding, HKSAR Government has granted a
total of US$283 million to innovative corporates from year 2016/17 through 2018/19. It
shows the great initiative of Hong Kong Government to fuel the development of local
startup ecosystem. In the survey of Hong Kong Startup Index (Entrelink, 2020), Hong Kong
ranks 5th among the cities for government funding availability.
5. (Legislative Council, 2019; Legislative Council, 2020b; Innovation and Technology Commission, 2020d) ITF funding
programmes are the programmes that startups can apply for, listed in ITF website. Approved amounts are aggregated except for
Innovation and Technology Support Programme, Partnership Research Programme and Midstream Research Programme for
Universities as these are targeting Research & Development centres
6. (Hong Kong Science and Technology Parks Corporation, 2018; Hong Kong Science and Technology Parks Corporation, 2019)
7. (Cyberport, 2018; Cyberport, 2019)
8. Currency exchange rates are based on Bloomberg (2020) corporate as of 7 August 2020 EDT 11:00
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To have a clearer understanding of the availability of public funding, the amounts granted to
startups in nearby Asian cities are compared. The figures of granted amount are not
exclusively for startups. Programmes applicable to startup and non-startups are all in count.
Region

Seoul

Public Funding
Amount
10
(US$ million)

Average Funding
Amount
11
(US$ million)
13

2018 GDP/GRP
12
(US$ million)

14

213.80

356,536

191.65

373,217

94.33

361,693

18

0.0261%

46.47

177,709

20

0.0261%

21

65.26

361,240

22

0.0181%

23

47.71

438,956

24

0.0109%

26

0.0102%

641.39 (2017-2019)

15

Singapore

574.95 (2016/17-18/19)

Hong Kong

283.00 (2016/17-18/19)

Jakarta

92.94 (2017-2018)

Shenzhen

195.77 (2017-2019)

Beijing

143.12 (2017-2019)

Macau

16.88 (2017-2019)

5.63

55,084

Bangkok

73.60 (2017-2019) 27

24.53

245,628

Shanghai

94.47 (2017-2019)

29

31.49

473,121

Tokyo

44.9 (2017-2018)

31

22.45

1,016,805

33.95 (2017-2019)33

11.32

589,391

Taipei

Percentage of
average funding
amount over
GDP/GRP

17

19

25

16

0.0600%
0.0514%

28

0.0100%

30

0.0070%

32

34

0.0022%
0.0018%

Table 2: Government funding granted to startups and percentage of average funding over 2018
9
GDP/ GRP of Hong Kong and nearby Asian cities
9. Data of 2018 is adopted as some cities have no information released for years thereafter.
10. All currency exchange rates are based on Morningstar corporate as of 3 July 2020 EDT 20:00
11. As some cities have no information after year 2017/2018, for equality of comparison, average of public funding amount is
adopted.
12. All currency exchange rates are based on Bloomberg (2020) corporate as of 7 August 2020 EDT 11:00
13. (All Public Information In-One, 2020)
14. (National Statistics Office, 2020)
15. (National Archives of Singapore, 2017; National Archives of Singapore, 2018; National Archives of Singapore, 2019)
16. (The World Bank Data, 2020)
17. Figure attained from table 1.
18. (The World Bank Data, 2020)
19. (Pejabat Pengelola Informasi dan Dokumentasi, 2017; Pejabat Pengelola Informasi dan Dokumentasi, 2018)
20. (Statistics Indonesia DKI Jakarta Province, 2019)
21. (Shenzhen China, 2018; Shenzhen China, 2019; Shenzhen China, 2020)
22. (South China Morning Post, 2019)
23. (The People’s Government of Beijing Municipality, 2018; The People’s Government of Beijing Municipality, 2019; The
People’s Government of Beijing Municipality, 2020)
24. (National Bureau of Statistics of China, 2019)
25. (Economic Bureau, Government of Macao Special Administrative Region, 2020)
26. (The World Bank Data, 2020)
27. (Statistics Thailand, 2020)
28. (National Economic and Social Development Council, 2020)
29. (Shanghai Municipal People’s Government, 2018; Science and Technology Commission of Shanghai Municipality, 2019;
Science and Technology Commission of Shanghai Municipality, 2020)
30. (National Bureau of Statistics of China, 2019)
31. (Tokyo Metropolitan Small and Medium Enterprise Support Center, 2018)
32. (Tokyo Metropolitan Government, 2020)
33. (Subsidies & Incentives for Taipei Industry, 2020)
34. (World Trade Organization, 2019)
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Figure 37. Percentage of average funding amount over 2018 GDP/ GRP of Hong Kong and nearby
Asian cities
Compared with its regional peers, Hong Kong, together with Jakarta, are ranked 3rd in terms
of percentage of average funding amount over GDP, coming behind Seoul and Singapore as
shown in figure 35 above. Both Seoul and Singapore contributed a relatively high share of
their GDP to innovative enterprises, exceeding Hong Kong’s figure by a factor of around two.
On the other hand, Shanghai, Tokyo and Taipei provided the least percentage of government
funding to startups. Both Seoul and Singapore are devoted to the development of a techbased startup ecosystem and this is a testament to their injection of a high percentage of
public funding when compared with Hong Kong. While compared with other regional peers,
Hong Kong's public funding as a percentage of GDP is still considered relatively high, Hong
Kong has room for further improvement when compared with other leading economies,
which will help achieve her aspiration as a Technology Hub of Asia.

3.1.1.2 Prolonged disbursement process due to form of payment and
documentation
Currently, most public funding programmes are made on a reimbursement basis, and some
successful applicants of these public funding programmes have expressed that they do not
receive timely reimbursement. For example, grants under funding programmes such as TSSSU
are disbursed after the close of the Government financial year (Innovation and Technology
Commission, 2020b). According to the University of Hong Kong (2020), documents required
by the Innovation and Technology Commission (ITC), in TSSU for example, include the
request form, quarterly/half-yearly reports, auditors' report, evaluation reports with
observation and assessment by the associated university, and other supporting documents
like quotations and statements of expenditures.
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From the perspective of the startups that participated in the Survey, the reimbursement
process requires a lot of administrative efforts. Furthermore, due to the quantity of
documentation, verification of the required documents may take up to six to nine months to
complete according to the feedbacks collected from successful applicants. Moreover, the
budgeted amount of every single item must be strictly followed and the documents required
may even include two to three quotations and copies of deliveries. Without such information,
reimbursement requests can be declined. It is to note that delay of reimbursement or failure
to apply for funding or get reimbursed may lead to cash-flow challenges for startups to
sustain development. As CBinsights (2019) stated, running out of cash is the second main
reason for startups' failure.

3.1.1.3 Relatively high pre-requisite for application of matching fund
Currently, some programmes require companies to have their own fund source before
applying whereby many startups do not have that fund basis to meet the requirements. The
Dedicated Fund on Branding, Upgrading and Domestic Sales (BUD Fund), for example, is a
matching basis funding programme that requires the applicant to contribute no less than 50%
of the total project cost in cash whilst the HKSAR Government covers a maximum of 50% of
the approved project (Hong Kong Productivity Council, 2020). Even if the applicant applies
for the initial payment, only 75% of the approved amount would be disbursed after signing
the funding agreement and the remaining 25% as final payment would be made on
reimbursement basis after acceptance of applications by the programme management
committee and the HKSAR Government. This means that the corporate must be able to
afford 62.5% of the project cost upon application. Seed stage startups can expand with the
help of BUD fund yet a strong capital base is ironically a prerequisite.

3.1.1.4 Relatively low co-investment ratio between the HKSAR
Government and the private sector
In programmes such as ITVF or Re-Industrialization Funding Scheme (RFS), the co-investment
ratio is 1 (Government): 2 (corporates/ co-investment partners) (ITC, 2020c). Such ratio
indicates that the Government’s capital involvement is relatively low compared to that of its
regional competitors. This may discourage Hong Kong’s private sector from investing in
innovative corporates as the private sector bears a higher risk. At the same time, it also
increases difficulties for change-makers to seek financial backing in the private sector.
Taking Singapore as an example, in Startup SG Founder—an incubation programme of
Singapore that is open for first-time entrepreneurs (Startup SG Founder, 2019)—startups will
be provided with a capital grant of SGD30,000 and are required to raise and commit
SGD10,000 as co-matching fund to the grant, i.e. the scheme matches $3 to every $1 raised
by the entrepreneur for up to SGD30,000. The 3 (government): 1 (private enterprise) comatching ratio increases private investment inducement to a great extent.
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CASE STUDY—SINGAPORE
In addition, the Startup SG Equity—a Singapore’s government and private co-investment
scheme—aims to incentivize equity co-investments for early-stage startups (Startup SG
Equity, 2019). This might serve as a reference to the HKSAR Government on how to support
early-stage startups in terms of co-investment scheme. The investment parameters are
shown in below table.
General Tech
Capital for each
startup

Co-investment
ratio

SGD2 million from
SEEDS capital

7:3 up to first SGD250K
from SEEDS capital; 1:1
thereafter up to SGD2
million

Deep Tech
SGD8 million from SEEDS
capital
7:3 up to first SGD500K
from SEEDS capital; 1:1
from SGD500K to
SGD4 million; 3:7
thereafter up to SGD8
million

Table 3: Investment parameters of Startup SG Equity
As shown in the above table, the high co-matching fund ratio (7:3) of the Singapore
government to private investment offered in upstream development of an enterprise has
substantial support to early-stage startups.

3.1.1.5 Increased efforts of the Hong Kong Government to promote
public funding programmes
At the same time, it is commendable that the HKSAR government has been increasing efforts
in promoting public funding programmes in recent years. In the 2019-2020 budget plan, the
HKSAR Government has doubled the annual funding ceiling of TSSSU to HK$8 million for
each university (Financial Secretary, 2019). Besides this, the funding ceiling for Technology
Voucher Programme (TVP) has also been increased with funding ratio raised from two-thirds
to three-quarters (News.gov.hk, 2020). Apart from fund injection, the HKSAR Government
also facilitated release and access of information35regarding the funding schemes via Hong
Kong Trade Development Council (HKTDC) and on various platforms such as the InvestHK
website and the one-stop portal ‘StartmeupHK’. This raises greater awareness of public
funding programmes available, with more initiators who have innovative ideas welcoming the
availability of public funding schemes, such as BUD and TVP.

35. StartmeupHK is an initiative by InvestHK aiming at helping founders and innovative startupsfrom overseas to set up or
expand in Hong Kong.
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To expedite the application progress for public funding schemes, ITC has also progressively
uploaded the application guidelines, samples of completed application forms and information
of approved ITF projects on ITF website for public reference.
According to the Innovative and Technology Bureau (2020), the HKSAR Government has also
initiated a one-stop hotline (Tel: 3655-5678) to provide a more convenient way for the public
to enquire about funding schemes, and a four-in-one integrated service consolidating the
services of various SMEs support organizations to provide consultation on the application
process. All these efforts made by the HKSAR Government to promote the schemes are
appreciated and should be continued.

3.1.2 Recommendations
3.1.2.1 Increase Government funding amount
While Hong Kong ranked 3rd when comparing its availability of public funding with
neighbouring Asian cities (See figure 36 above) and 5th in the Survey along this aspect, it is
recommended for the HKSAR Government to make further references to best-in-class
overseas practice in public funding so as to enhance the competitiveness of the Hong Kong
startup ecosystem when compared with other leading cities. This will also better position
Hong Kong in becoming a technology hub in Asia. Taking reference of the public spending in
Seoul and Singapore, the HKSAR Government may consider gradually increasing the
percentage of funding over GDP to around 0,05% (Singapore) or 0.06% (Seoul). An increase
in government funding amount potentially provides more opportunities for startups to start
their projects.

3.1.2.2 Lowering co-matching fund threshold as well as increasing
the ratio of co-matching fund with reference to Singapore, a close
competitor for Hong Kong
The co-investment ratio of Hong Kong Government to private sector in programmes like
ITVF or RFS is currently 1:2 as mentioned in 3.1.1.5. The small portion of public investment
could imply a lack of confidence of the public sector in the startups which increases the
difficulties for startups to pitch for private funding. Thus, the HKSAR Government could
strengthen their role by expanding the investment amount in matching fund schemes to
alleviate the concerns of the private sector in investing in companies at a relatively early
stage of development.
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This can be done through increasing the funding ratio of the HKSAR Government to private
investment with reference to the parameters of Singapore's programmes, i.e. 7 (government):
3 (private sector) co-funding ratio up to a pre-defined amount. By virtue of strengthening the
HKSAR Government’s role and expanding investment amount in matching fund schemes, this
may stimulate private sector’s investment appetite and facilitate the building of a launchpad
for entrepreneurial creation, increasing the likelihood for them to invest in seed stage
startups as well as in helping to kickstart and elevate seed stage startups off the ground.

3.1.2.3 Streamline administrative procedures for access to
Government-funded I&T programmes
Based on the Survey presented in the previous chapter, startup respondents were asked
about their view on government funding. where 32% of them reflected that the application
and notably reimbursement processes are lengthy and complicated with many paperwork and
restrictions that need to be strictly followed. To address the concerns expressed, the HKSAR
Government is suggested to review the current application process and explore opportunities
to streamline the reimbursement process (e.g. reducing the number of required proof).
Instead of taking six to nine months to complete the reimbursement process, reflected in
section 3.1.1.3 which may result in risks for startups running out of cash flow, startup
respondents have expressed in the Survey that it would be ideal if the reimbursement
process could be completed within a shorter period, say 4 months.

3.2. Private Funding
3.2.1 Insights
3.2.1.1 Relatively low early-stage private capital
Hong Kong is an international metropolitan city with vibrant economic activities supported
by a reliable judiciary system and free economic environment, this provides a conducive
environment for doing business including establishing, investing, acquiring and exiting
businesses. However, according to GSER 2020 (Startup Genome, 2020), Hong Kong has
attracted a relatively low amount of early-stage private capital as illustrated in the figure
below when compared to selected Asian cities.
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Source: The Global Startup Ecosystem Report 2020 (Startup Genome, 2020)

Figure 38. Total Early-stage Funding in Hong Kong and nearby Asian cities
Total seed and series A funds available in Hong Kong (US$1,081) is positioned 6th out of the
7 economies illustrated above, with 6% more investment than Seoul. Singapore and Tokyo
have 33.8% and 58.1% more early-stage private capital than that of Hong Kong respectively,
while Shenzhen attracts twofold the amount of Hong Kong. The figures here are in line with
the Survey findings that private funding is relatively low in Hong Kong, ranking 11th among
13 Asian cities. Such findings suggest a challenge to the competitiveness of Hong Kong in
attracting early stage startups as private funding is essential to ensuring a healthy cash flow
for early stage startups in sustaining their operations as well as in facilitating their activities
to scale up and expand their businesses.
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3.2.1.2 Difficulties for early-stage startups in pitching private
funding
Startups rely heavily on funding from private investors in order to develop technical
solutions, engage in prototyping, conduct sales and branding activities and other activities to
further strategic development. As Hong Kong investors focus on return-on-investment (ROI)
and may be inclined to be more risk-averse, they conduct stringent due diligence to
investigate the potential of a start-up to thrive. It may include independent investigations on
the innovation offered, information disclosed in respect of the start-up’s financial, legal and
operation matters, market opportunity, early traction achieved and talent available. Earlystage startups that are not within the private investors’ stage of desired performance can
hardly receive funding. According to Entrelink (2020), funding availability in the private
sector is perceived to be insufficient by startups interviewed, where more than 60% of the
startups interviewed are at the stages of conceptualisation, angel, pre-seed and seed. The
potential reluctance of private investors to invest in early-stage startups may act as a barrier
to growth of these startups, hence negatively impacting the startup ecosystem in Hong Kong.

3.2.2 Recommendations
3.2.2.1 Establish special programmes aiming to improve competence
of early-stage startups
Early-stage stratups have a comparatively smaller smaller scale of operation to startups at
later stages, less funding and at times less experience or expertise on business and technical
solutions, thereby it is increasingly difficult for them to pitch for private funding.
As discussed in section 3.2.1.2 as private investors conduct stringent due diligence to
investigate the potential of a startup before providing funding, programmes that involve skills
training and offer opportunities of hands-on experience are recommended for improving the
competitiveness of startups. Some local corporates currently offer such programmes for
startups. For example, the accelerator programmes offered by Eureka Nova (under New
World Development) engage startups and facilitate opportunities for startups to validate and
commercialize their businesses. Participants of the accelerator programmes may gain the
opportunity to collaborate with companies in New World Development’s business network to
develop business solutions in which knowledge and skills can be nurtured. This kind of
support improves small-scale startups’ competitiveness in the market and increases their
chances to pitch for further funding. Therefore, interested corporates should be encouraged
to launch special programmes targeted at facilitating the development of early-stage
startups.
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3.2.2.2 Encourage the private sector in considering both financial and
social impacts when they make investment decisions on I&T projects
The development of a vibrant startup ecosystem does not only rely on the government, large
corporates also play a pivotal role by providing startups with the opportunities to flourish. As
stated in sections 3.2.1.1 and 3.2.1.2 early-stage startups are reliant on private funding for
progress of business. It is understandable for pivate ventures to consider ROI and conduct
stringent due diligence before investing. Yet, investors may also wish to consider the social
impact of their investments. Impact investments is a type of investment that intends to not
only generate financial return but also social or environmental impact. The demand of impact
investment has increased around the world under the influence of the Sustainable
Development Goals agenda launched by the United Nations. As more corporates are willing
to take on initiatives to consider the social impacts of their investments, (Global Impact
investing Network, 2017) it is evident that working towards a sustainable economy is a global
trend that benefits not only the private sector but also the public. As such, the private sector
should be encouraged to consider both financial and social impacts of their investment
decisions on I&T projects.

3.3 BUSINESS REGULATIONS (STABILITY & AVAILABILITY)
3.3.1 Insights
3.3.1.1 Stable business environment maintained yet relatively low
adaptation to new business models
Startups in Hong Kong enjoy a stable business environment where their intellectual property
(IP) rights are being protected through the reliable legal system in Hong Kong. Its laws and
regulations are also in line with global practices, thus lowering barriers of connecting with
global markets, as shown by its outstanding performance in global indexes.
For instance, in the 2020 Index of Economic Freedom and the Global Competitiveness
Report, Hong Kong has been ranked the 2nd highest in the areas of property rights, judicial
effectiveness, government integrity, policy stability and adaptability of legal framework to
digital business model. This ranking is generally aligned with findings from the Survey (2nd
well-performing city) for the aspect of stable business environment. According to the 2020
Index of Economic Freedom and the Global Competitiveness Report. Hong Kong’s stable
regulatory environment enables innovators to commercialize their products under legal
protection which is highly favourable to entrepreneurs in establishing businesses.
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Source: 2020 Index of Economic Freedom, the Heritage Organization

Figure 39. Scores of property rights, judicial effectiveness and government integrity of Hong
Kong and nearby Asian regions
However, both Survey findings and results from the corporate interviews suggest that there
is room for improvement in the area of adaptability of business regulation (ranked 10th out
of 13th in the Survey), such as creating a more adaptive regulatory environment for the
operation of business models intended for the shared economy.
This is especially important given the fast pace of change in I&T these days. Figure 39
illustrates the capabilities of governments of selected Asian cities and of Hong Kong in
ensuring policy stability and in adapting their respective legal frameworks to digital business
models respectively, according to the Global Competitiveness Report (GCR) 2019.
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# refers to the extent of government in ensuring a stable policy environment for doing business
^ refers to speed of the legal framework adapting to digital business models (e.g. e-commerce, sharing
economy, fintech etc.)

Source: The Global Competitiveness Report 2019, World Economic Forum

Figure 40. Scores of governments ensuring policy stability and legal framework’s adaptability of
Hong Kong and nearby Asian regions
According to the GCR Report, Singapore and Hong Kong are the top 2 performers in
maintaining regulatory stability and in adapting to new business models among the Asian
cities illustrated above. However, when comparing the dimension of legal framework’s
adaptability, it is observed that there is a gap of 15 points for the score between Hong Kong
and Singapore. According to startups surveyed (EntreLink, 2020) Hong Kong's adaptability to
innovate business models has been rated 10th among 13 cities, being overtaken by Tokyo,
Seoul, Taipei and all mainland cities.
Innovation flourishes when an adaptive regulatory environment is available to encourage
growth. Local regulators may need to consider the development of a more facilitative
environment that allows the operation of new business models, such as those that adopt the
concept of sharing economy, through licensing and monitoring, in order to ensure the
continued development and adoption of innovative ideas in Hong Kong.
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Taking Airbnb as an example, its current business model in Japan experienced a change to
comply with new accommodation-related regulations introduced in 2018 (Carey, 2018).
When Airbnb initially entered the Japanese market, government regulations supervising the
registration of rental listings had not been developed yet. While this allowed many property
owners to list their rooms on the Airbnb site and offer cheap accommodation to travellers,
travellers often expressed their negative experience and discomfort of staying at rooms that
were clearly operating in a grey area and unregulated by local laws. In 2018, the Japanese
Government announced new home sharing policies, making registration mandatory and
subject hosts to the 180-day aggregated rental period under the hotel and ryokan law.
Despite the initial short-term effect which led to nearly 80% of Airbnb listings being
removed, the industry revived by 2019 and has great prospects of expanding its services
especially in the countryside of Japan (Sugiura, 2019).
Another example of adopting adaptive regulations/policies will be that of Singapore.
Singapore has supported the development of the Best Execution policy, which refers to the
requirement for Capital Market Intermediaries (CMIs) to execute customer orders on the
best available terms as well as placing and executing similar orders in accordance to the time
of receipt (Reed Smith LLP, 2020). This provides changemakers with the flexibility to
experiment the best way to operate while requiring full compliance with new regulations
(Bloomberg Professional Services, 2018).
In Korea, a regulatory sandbox program for core industries beyond financial services was
introduced in 2019. The blueprint plan for the sandbox programme paves the way for firms
to launch new services and goods ahead of the establishment of government regulations.
This reduces the time needed to confirm a new service’s compatibility with existing
regulations and simplifies the administrative processes that firms have to go through prior to
launching their goods, which subsequently encourages the growth of (The Korea Herald,
2019).
With these developments in other parts of Asia, Hong Kong will need to consider ways to
increase adaptability of its regulations in order to enable further I&T development and, at
the same time, enhance the competitiveness of the local startup ecosystem.
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3.3.2 Recommendations
3.3.2.1 Continuing the development of fintech related policies,
regulations and licensing to promote virtual bank, cryptocurrency,
insurtech etc
Conserving a stable and protective business environment is undeniably necessary for
companies to establish and scale up. On the other hand, innovation proposing going beyond
boundaries is the cornerstone for achieving entrepreneurial success. Striking a balance
between the two is encouraged, just like the example of Airbnb operating in Japan.
In light of the emerging sharing economy and other possible business models (e.g., car /
accommodation sharing companies), it is worthwhile to consider greater public-private
cooperation in deliberating on adaptive regulations that can create a resilient and up-to-date
regulatory environment that favours innovations and testing. As suggested in the Survey
presented in the previous chapter, corporates expect a forward looking regulatory
environment that promotes industry standards and I&T in the future. The HKSAR
Government is advised to take reference from development undertaken by some regional
peers when considering such development.

3.3.2.2 Introducing regulatory sandbox programme for other core
industries beyond financial services
Introducing a regulatory sandbox program can be advantageous in reducing the complexity of
the administrative processes leading up to a startup’s launch of new goods and services. As
discussed in section 3.3.1.1 with reference to Korea’s blueprint of a regulatory sandbox
programme, this could potentially encourage more innovation for goods and services.

3.4 TALENT AVAILABILITY
3.4.1 Insights
3.4.1.1 Talent available in Hong Kong Start-up Industry
Individuals equipped with I&T know-hows are crucial to drive incubation and acceleration of
startups. In the midst of the global transformation into I&T-driven economies, nurturing
technical know-hows is considered as one of the highest priorities. The HKSAR Government
as well as local universities have allocated resources in cultivating local students with the
aim to enlarge the local I&T talent pool. Local universities have established entrepreneurship
centres (e.g. iDendron of the University of Hong Kong (HKU) and the Hong Kong University
of Science and Technology (HKUST) Entrepreneurship Centre) providing I&T knowledge and
skills training, career guidance, internship programmes and participation in interdisciplinary
projects to enhance their students’ exposure to hands-on experience in enterprises.
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Likewise, the HKSAR Government has made efforts to foster local primary and secondary
students’ interest in STEM subjects, as well as established the STEM Internship Scheme
(Innovation and Technology Commission, 2020a) this year to provide monetary support of
HK$10,500 per month to local students, aiming to increase their incentives to gain I&Trelated work experience and foster their interest in developing an I&T career.
The figure below illustrates the talent availability and relative popularity of Hong Kong and
nearby Asian cities in the field of digital technology.

Source: Startup Genome, 2020. Global Startup Genome Report 2020 (GSER 2020)
36

Figure 41. Popularity of tech talents on Github in GSER 2020 in Hong Kong and nearby Asian cities
Shifting to the field of tech talent, it has been revealed in the Census and Statistics
Department (2019a) that Hong Kong’s ratio of researchers per a thousand employments in
2018 is lower than those of other developed economies in the region. Japan, Taiwan and
South Korea had 9.8, 13.5 and 15.3 researchers per thousand employments respectively
while Hong Kong only had 6.6 researchers per thousand employments. Specifically, Hong
Kong has 1,047 coders (or programmers) on Github – a highly popular platform for software
distribution – with more than 10 followers bearing the lowest count among the Asian cities.
More than a double of coders in Singapore and Seoul are more popular than Hong Kong
coders, yet comparably percentage of top Github coders of Hong Kong, Singapore and Seoul
is recorded. Tokyo, Shanghai and Beijing has more popular coders than Hong Kong by a
factor of 4, 6 and 9 respectively and higher percentage of top coders than Hong Kong. The
Survey seems in line with the findings in figure 39 as the availability of talent of Hong Kong
is rated 12th in 13 cities. This is a situation that requires further attention in Hong Kong
since a solid base of talent pool is imperative to the prosperity of I&T-driven economy whilst
shortage of talent would jeopardize Hong Kong’s plan in becoming the Technology hub in
Asia.
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Though the number of tech talents in Hong Kong is not as comparable with regional peers,
the effectiveness of talent in helping startups to exit seem to be inferred. The below figure
reflects the effectiveness of the talent in helping the startups to exit.

Source: Startup Genome, 2020. Global Startup Genome Report 2020 (GSER 2020)

Figure 42. Startup speed to exit, speed to IPO and Funding Runway Median Series A rounds per
software salary in Hong Kong and nearby Asian cities
Startups in Hong Kong are the fastest to exit, followed by Singapore then Tokyo and Beijing.
It reflects that talents in Hong Kong are very effective and takes shorter time to lead
startups to success. The funding runway of Hong Kong and Singapore startups is comparably
short, and around 30-40% longer than Seoul, yet double of that than Tokyo, which currently
has the shortest funding runway among the cities. Mainland cities require a much longer
runway to succeed than that of Hong Kong. As such, it is considered that the Hong Kong
startup ecosystem is flourishing with success in terms of high speed to exit and short funding
runway led by talents in Hong Kong.
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3.4.1.2 Relatively low percentage of secondary students equipped
with coding knowledge
Coding, known as the programming language, has been seen as a fundamental learning skill in
many developed countries whereby coding is no longer seen as a skill specifically for techtalents but is also beneficial to all students in developing their logical thinking and problemsolving skills. Countries including the United States of America, the United Kingdom, France,
Spain, Finland and Belgium have arranged coding courses in their primary education
curriculum with recognition of its significance. In Hong Kong, prior to the public examination
reform in 2005, more than 12,000 candidates (around 10%) of the Hong Kong Certificate of
Education Examination (HKCEE) had learnt coding under the subject of Computer Studies
every year (Liu, 2017). After the reform, a new subject was launched known as ICT, with a
compulsory part and four units of electives, of which coding training is included in one of the
elective units. In recent 5 years, the number of students choosing the elective unit with
coding training has slumped to around 1,200 out of 6,000 (around 20%) of students who has
taken ICT in Hong Kong DSE. With around 57,000 DSE candidates in 2016, only 2% of them
have coding knowledge in Hong Kong. This is a significant drop compared to the 10% of
graduates who received such education under HKCEE. Furthermore, ICT is currently not an
enrolment requirement for undergraduate programmes that are related to Information
Technology or Computer Science. Therefore, students have less incentive to take this subject
in DSE.
While the HKSAR Government has emphasized STEM education in current education
curriculum and has reinforced related programmes in primary and secondary schooling for
early exposure, the notable drop in the number of students equipped with coding knowledge
may hinder the long-term development of I&T in Hong Kong, as it is widely recognized that
coding knowledge is one of the essential skills for technology development.
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3.4.1.3 Low STEM student intake and relatively low incentive of
graduates to work in startups
The HKSAR Government has been allocating more resources in promoting STEM education
programmes to foster interest of next generations in technology and to nurture local I&T
talents. Table 4 shows the number of student intake of University Grants Committee (UGC)funded STEM-related undergraduate programmes
37 from year 2015/16 to 2017/18 (GovHK,
2018). Student intake of STEM-related programmes in Singapore universities
38 is also included
(Ministry of Education, Singapore, 2019; Government of Singapore, 2020). The percentage of
students enrolled in a STEM-related undegraduate programme from year 2015/16 to
2017/18 are also included to provided a basis for direct comparison.39

Academic Year

STEM Student
intake in Hong Kong

Student
STEM Student
intake in
intake
Singapore
in Singapore

% of total student
intake in Hong Kong

% of total student 39
intake in Singapore

2015/2016

6,304

9,316
9,316

35.11%

51.39%

2016/2017

6,565

9,687
9,687

35.71%

52.21%

2017/2018

6,780

9,701
9,701

36.31%

51.96%

Table 4: Figures of student intake of STEM-related undergraduate programmes in
Hong Kong and Singapore
As some of these undergraduates may continue to undertake further studies, the scheme of
Tuition Waiver for Local Research Postgraduate (RPg) students (University Grant Committee,
2019) that provides tuition waiver to all local students enrolled in UGC-funded postgraduate
programmes has become an incentive for local undergraduates to stay in Hong Kong for
further studies. Apart from enrolling local students, local universities also develop strategies
to enrol international students. For example, to compensate for the high cost of living in
Hong Kong, the Hong Kong PhD Fellowship Scheme (University Grant Committee, 2020)
provides annual stipend and research-related travel allowance so as to attract the best
research students in the world. According to Immigration Department (2020), there were
11,188 student visa approved excluding mainland residents admitted to Hong Kong for study
in 2019.
37. STEM-related programmes include biological science, physical science, mathematical science, computer science and
information technology, engineering and technology, architectural studies and town planning.
38. STEM-related programmes include Architecture, Building & Real Estate, Engineering Sciences, Health Sciences, Information
Techonology and Natural, Physical & Mathematical Sciences. Universities refer to National University of Singapore, Nanyang
Technological University, Singapore Management University, Singapore Institute of Technology, Singapore University of
Technology & Design and Singapore University of Social Sciences.
39. The percentage is retrieved by dividing the STEM student intake by the total student intake in the specific year based on
statistics published by Ministry of Education, Singaporem (2020) and University Grant Committee (2020).
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Upon graduation, most of these local and overseas graduates would join the labour market.
However, not many of the graduates were keen to join startups. According to the
‘Employment Status of Hong Kong’s Tertiary Students 2018’ survey (JobsDB, 2020) which
solicited fresh graduates and undergraduates in 2018, 35% of the respondents preferred to
work for multinational companies, 19% of them preferred working in public sector, only 7%
of the respondents would choose to work in startups. In line with findings from the
corporate interview, there are talents in different aspects in Hong Kong while many of them
prefer to join large corporates for greater stability and higher compensation as well as salary.

3.4.1.4 Overseas talents are attracted based on Hong Kong’s
geographical advantage to GBA
Following the global technological revolution, the global demand for talent is greater than
ever before and competition for talent between countries is intensifying. In the meantime,
Hong Kong is competing with other nearby economies including cities within mainland China.
Various talent admission schemes have been introduced by the HKSAR Government in recent
years to attract overseas talent. Embracing the geographical advantage of being nearby GBA,
Hong Kong is seeking to seize the opportunity to expand its talent pool from the region. This
include attracting 16,446 mainland professionals in a single year of 2019 under Admission
Scheme for Mainland Talents and Professionals (Immigration Department, 2020). Several
interviewees in the corporate interview also shared that Hong Kong’s proximity to Shenzhen
and the wider GBA could provide greater ease for startups to recruit talent from these
locations and could seek cross-border collaboration opportunities.

3.4.2 Recommendations
3.4.2.1 Further enhancing STEM education from primary through
tertiary education
Figures illustrated in figure 41 section 3.4.1.1 reflects that the number of tech talents in
Hong Kong has room for improvement, and table 4 in section 3.4.1.3 presents that number of
undergraduates of STEM-related majors is relatively low compared to Singapore. Against this
backdrop, it is recommended for the HKSAR Government to further increase efforts in
nurturing local talent which is a more sustainable measure to guarantee supply of talent.
STEM education could be reinforced in primary and secondary school curricula, and STEMrelated programmes and tech-based tertiary training should be enhanced to further nurture
local talent. Talent schemes like admission schemes for overseas talent should be promoted
and enhanced for boosting the number of talent pool and encourage cross fertilisation of
ideas in Hong Kong. Consideration to adopt such measures could lead to the development of
a stronger base of skilled talent that supports sustainable development of startup ecosystem.
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3.4.2.2 Implementing coding training in primary and secondary
school curricula and considering increasing the marking weight of ICT
when considering applications for IT or technology-related
undergraduate programmes
As mentioned in section 3.4.1.2, there is currently a relatively low percentage of secondary
students equipped with coding knowledge. In the light of this, it is recommended that the
HKSAR Government consider including basic coding training in primary and secondary
curricula, so as to equip students with programming concepts as well as to train their logical
thinking and problem-solving skills. In order to increase the proportion of students equipped
with coding knowledge, contents of coding should be allocated to the compulsory unit of
ICT. In addition, as an inducement for DSE candidates taking ICT, the marking weight of ICT
for enrolling in IT or technology-related undergraduate programmes should be increased. In
this case, more Hong Kong students would be equipped with coding skills for future digital
and technology development.

3.4.2.3 Further utilize university channels and platforms to attract
local graduates
To attract local talent in joining startups, the HKSAR Government is encouraged to
collaborate with startups through further utilising available platforms to promote
interdisciplinary projects and job opportunities in startups. This could be done by increasing
information sharing of the local startup ecosystem and by hosting job fairs, so that local
students have the chance to understand the industry, entrepreneurial operation and types of
talent required by startups. For example, it was reported that graduates of non-science
disciplines were not familiar with the startup industry but got the opportunity to learn more
about startups and possible career opportunities via job fairs (HK01, 2019). For instance, the
HKU Start-up Job Fair 2019 Fall (Centre of Development and Resources for Students, 2019)
was a job fair hosted particularly for drawing students’ attention to innovative startups and
to offer students with the opportunity to directly interact with founders/ employees of
startups. At the same time, participating startups could make use of the opportunity to hire
potential talent at the job fair.
Promotion of startup-related innovative programmes that allow early exposure to
entrepreneurship should also be enhanced at universities. An example could be for startups
and universities to jointly hold startup competitions and pilot-tests of startups, which enables
university students to gain experiences such as strategic business planning and brainstorming
technology-driven solutions through working alongside startup employees. This could allow
university students to have a better grasp of startups and potentially inspire them to embark
on startup related entrepreneurial activities upon graduation.
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