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Intellectual Capital Management

— a3 hidden factor for business success

As the economy returns to optimism, businesses are getting back on track and willing to
move forward toward their targets. The outlook looks good for those who are well prepared,
so it is essential for businesses to recognize their strengths and weaknesses to reach for their
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Words from winners of the Excellence in
Intellectual Capital Management Award

Kwong Fai Metal Products Limited

goals. Intellectual Capital, a key resource for every company — maybe your winning ace.

‘While Intellectual Capital (IC)
plays a crucial role in every
business. a lot of local com-
panies are not aware of its im-
portance and significance, and
§ the impact it can make on their
businesses. They often overlook
the importance of Intellectnal
Capital Management (ICM).

When you num a small busi-
ness, il’s a temptation not o
invest ime or money inlo man-
agement theory. 11 scems like a
lime-constming process which
requires a lot of attention and resources. But actually, accord-
ing to Stephen Selby, Director of the Intelleciual Property.
once you understand the basics, ICM is a very simple and
easy task which any enterprise can use to sharpen their busi-
ness edge.

Last year. the Infellectual Property Department launched
their first Intellectual Capital Management Consultancy Pro-
gramme to help local enterprises manage their IC. This free
consultancy service has been able to help local companies to
identify their strengths and weaknesses through recognizing
their IC.

Among the participating enterprises, some were able to
prochice their own IC reports, and 14 of them have published
their reports and received the “Excellence in ICM"™ award.

“Through just six hours of consultation, enterprises can
gain a thorough understanding of what 1C is, and get @ clear
understanding of the kinds of IC they possess, and how to
manage them.” said Selby. “Luckily, under encouragement.
a lol of theses enterprises were willing to do their IC reports.
We are pleased that 14 of them published their reports — actu-
ally more than we expected.”

Commenting on the local trend to ICM, Mr. Selby said:
“Though Hong Kong is not the first city to promote ICM, it
is comparatively advanced in management strategies as com-
pared with other countries and regions.”

“We have launched the “TCM Lite” concept which is an
easy and simple form of ICM, SMEs do not need to invest
a lot of time or money. all they need is to contribute a few
howrs while our TCM consultants guide them and help them
know mote about the IC they posses, Within one year’s time,
around 320 enterprises have joined the scheme, which is a
breakthrough among places where TCM has started to get es-
tablished.”

In view of last year’s success, Phase I of the Imellectual
Capital Management Consultancy Programme was officially
launched earlier this month, with five banks joining the pro-
gram (o help promote ICM.

The five banks are: the Bank of China (Hong Kong)
Limited, Chong Hing Bank Limited. Citi Commercial Bank.

Stephen Selby
Director of the
Intellectual PI'ODeﬂ)'

Message from Professor Leif Edvinsson

Hang Seng Bank Limited and the Bank of East Asia Limited.
These banks will offer more favorable financial and/or serv-
ice privileges to successful business loan applicants who have
prepared their own Intellectual Capital repots.

“This is a Win-win arrangement as company executives
will be better prepared to explain the strengths of their busi-
nesses to lenders, while at the same time they are providing
non-financial data which can help banks identify good cus-
tomers.” said Mr. Selby.

“To enterprises, it is very important to have a full knowl-
edge aboul your own strengihs and weaknesses to achieve
success, ICM is about identifying yourself, as stated in
Sunzi's Arl of War: ‘I vou know the other side and know
yvoursell, you need uol fear the outcome of a hundred bat-
tles.” Once you know what you have and understand your
suroundings, things that once seemed useless or even a hin-
drance to development. can be furned around to your advan-
tage.”

According to Mr. Selby, this is exactly what effective ICM
can do. Through ICM, an enterprise can identify the risks they
have, analyze these risks and develop effective measures to
reduce them. Tt is also a simple and easy task that enterprises
can do, rezardless of their scale or location.

*With regards to the Government's effort toward develop-
ing the six creative industries, ICM can help them as well,"
said Selby. “Tt can also be implemented by non-government
organizations, charities, social enterprises and small family
businesses. 11's not abowt Gnding new resources (o invest: it's
about making the best investment of resources you already
have.”

Looking forward to the local development of ICM, Mr.
Selby sees both challenges and opportunities ahead.

“The challenge we face is that it is very hard to establish
a standard for ICM, unlike accounting reports which have
recognized standards and formats.” he said. “To try and solve
this problem. we are starting to compare ICM from differ-
ent regions and see if it is possible to come out with certain
standards with the help of a group of experts.”

“We also hope that the market for ICM will expand and
that different non-government organizations and firms will be
willing o provide ICM consultation services as well,” Selby
said “‘Also, we hope that conrses which can teach people how
to write Intellectual Capital reports can be offered in universi-
ties and other organizations in the near fire.”

Intellectual capital

* Educational qualifications, skills and experience.
{Human Capital’)

*Training programmes, work manuals, computer systems,
patents and trademarks. ("Structural Capital)

*Value-creating relationships with stakeholders.
(Relational Capital}

Professor Edvinssen
World's First Director of

Intellectual Capital
Warld's First Professor of

“We obtained a thorough understanding of our internal management
through the consultation sessions and the process of compiling the €
report. |t helped us immensely with management, company positioning
and business development,” said Ranke Leung, Finance and Administra-
tion Manager.

*As we thank the ICM consultants, | would recommend the IZM pro-
gram to the industry. As metal product manufacturing is not a high-tech

kw:w. management of intangibles is very impomant.”

Lapwing Design Limited

To Designer Diana Lai, tangible capital can be determined by its accounts
department, but an intangible asset is like a clowd: it is visible but what's
inside is unkrown. Driven by the belief that "knowing more is better) she
found that KOM helps reduce risks and benefits daily operations.

She said: "KM & useful to the design mdustry. Creativity means same-
thing currently not on the market. which is prane to pirating and copying.
ICM helps protect our works through trademarks and increases clients”

Erﬁdenoeinus.‘

New City Computer System Consultants
As an ERP software developer, they have a wealth of knowledge. [CM
helped them understand, manage and protect their IP capital Principal
Conzultant Ermest Wan was happy that the free consultancy program gave
him ne pressure to do the report and helped organize the company's
knowledge.

“The program helped us realze the importance of human capital and
that our strength lies in our good working environment and

working hours. We have a system and structure in place to keep our operations going when

E leaves the company,” he said.

On Hing Paper Company Limited
Mancy Pau, Managing Director of this Hong Kong major paper and paper
products supplier, i very pleased to be an awand recipient.

Her view of the program is very pomme “It has been a very good
experience using this free government service, This is a program worth
participating in. We cbtained tremendows support from the ICM consult-
ants and through the process we a much better understanding

ﬁthe company as a whole to help formulate our future targets”

Schmidt Electronics Group Limited

This technology company is na stranger fo intellectual capital protection,
but ICM is new to them, although it is well astablished in Europe and
Jepan. With no common glebal standard, understanding and scceptance
ameng staff takes time. But Chief Financial Officer Daniel Lin believes that
the benefits outweigh the challenges.

“Our 100 years of history have accumulated bots of intellectual capital,
ICM s a simple and systematic ‘stock-take” that acourately consolidates all in-

tangible assets. We are occupied with daily operations and M provides a good oppartunity far
hlm It helped us find our strength, discrepancy and oppartunity for further development”

OtherWinners of
"Excellence in Intellectual Capital Management” Award

= Accredited Certification International Limited

* Association Conceming Sexual Violence Against Women
= China Global Lines Limited

# Hugogate Limited

= International Service Access Ltd.

* Kwong Wing Cargo Service Ltd

= Leo Paper Group (Hong Kong) Ltd

* Luv Inc.

* The Hong Kong Institute of High Performance Computing

Comments from participating banks

The Bank of East Asia

The work by Intellecrual Property Department (TPD) and the unique team of Intel-
lecmal Capiral Coaches during 2009 was a pioneering effort. Tt is a show case to
not only Hong Kong and China but also to the Knowledge Economy of the world,
with more and more valug in the intangibles, TPD has both identified the impor-
tance of Intangibles, made a specific first Annual report on its own Intellectual
Capital and initiated specific thrust on SME opportunities of Intellectual Capital
in Hong Kong as a new source of value and job creation.

‘The specific recruiting of the IC coaches with a suitable background and skill
in the business sector, combined with the solid introductory training of the 1IC
coaches as well as the specific, systematized IC scheme of IPD is a quality stamp,
The IFD program on Intellectal Capital is very immovative as it identifies hidden
values in SMEs, and combines it with the other IPD programs on IP-Intellectual

So to continue this pilot program for another year is an illmstration of societal
entreprenaurship to the benefit of the business community of Hong Kong. Tt will
identify and leveragze more hidden and often idle intangibles among Hong Kong
SMEs and alizn those to the global progress of Tntellactual Capital vahie creation.

Intellectual Capital

Paul Lai, Head of Business Development Departrment"The ICM programme 15 a good oppor-

tunity for SMEs io evaluate their strengths and the value of their intangible assets. To banks,

the intellectual capital report gives them a desper understanding of the SMEs' business and

operations, which is important as it increases ransparency. Intellectual capital reporting is

at its infant stage in Hong Kong and the programme serves as a great start. We look forward

1o its development and hope it can evolve into a sophisticated report that can be authenti-
kﬂd by professionals”

Chong Hing Bank

“Chang Hirg Bank supports the ICM programme to maximize participating enterprises’ hid-

den potential for business expansion. We belisve that intellectual capital reports provide

an extra source of information on the creditability of the enterprise which gaes beyond the

scope of traditional financial information, thus help banks to better understand SMEs. As a

bank, we focus on their intellectus] capital mcj: in servicing the needs of their stakeholders,
k:plolmgmc- inessp g business risk”

For enquiries and application, please contact IPD:
Telk: 2061 8352
Website: www.ipd.govhkiengficmhtm
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