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ith globalisation and the rapid growth
in the number of online businesses,
there is a steady stream of new and

attractive products and services on the market
today, making it harder for businesses to stand
out in a crowded field. As businesses become
more online-oriented in terms of e-commerce,
they can also easily learn and see the products
that their competition is putting out. For
businesses that come up with original ideas,

it can be disheartening and frustrating to find
that their profitable ideas have been copied by
others. Therefore, intellectual property (IP) rights
protection has become a vital component of doing
business.

In Hong Kong, there are five main categories
of intellectual property: trademarks, patents,
designs, copyright and rights in layout-design
of integrated circuits. Trademarks mainly relate
to company logos and names, as well as brand
names, distinct shapes of products and fictitious
characters. Patents, both the standard and short-
term types, protect inventions, whether they are
physical objects or processes/solutions, from being
used commercially by anyone other than their
inventors. Designs protect the visible features of
the shape, configuration, pattern or ornament
applied to an object that is appealing to the eye.
Original literary, dramatic, musical and artistic
works are covered by copyrights, while rights in
layout-design of integrated circuits protect the
topography of integrated circuits in computer
chips and semiconductor chips in computers and
other products that rely on computer technology.

HA  BERESE
PNEEERER - 83 FHH

Generally unknown and underused by businesses,
intellectual property rights like trademarks and patents
can become core assets for a successful business,

big or small, if utilised correctly. By Leon Lee
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IP matters

Trademarks and patents might seem to be
essential only for large businesses or corporations,
but according to Kevin Hau, managing director
at Accolade IP Ltd, they are just as important to
small and medium-sized enterprises (SMEs) and
entrepreneurs.

“For businesses today, intellectual property
is a very important core asset. But for many
businesses just starting out, it’s an undervalued
asset, and we've seen businesses get in trouble
because of this. SMEs can grow into much bigger
businesses very quickly, but if they find out later
that their trademark has already been registered
by somebody else, it can cause problems and
impact their business’s continuity. If that person
sues the company over wrongful use of the
trademark, it could mean the end of the business.
So, this intangible asset can become a critical
issue for SMEs, but might easily be overlooked

until something bad happens — and then it might

be too late,” he explains.

Other issues may arise if somebody registers
a trademark for malicious reasons. Hau names
the case of the Cheung Chau “peace” buns as
an example. The “peace” symbol that is used on
a number of items strongly associated with the
festival, such as buns and other souvenirs, was
not registered by the Hong Kong Cheung Chau
Bun Festival Committee, as they wanted it to
be used freely by others on the island to boost
tourism. In 2014, a private company attempted to
register the symbol and asked businesses on the
island to stop using it. In the end, the trademark
registration failed, as the IP office determined
it to be a dishonest trademark registration
after a third party raised an objection with the
application. However, Hau points out that if the
“peace” symbol trademark application had been
successful, then businesses in Cheung Chau
would have been greatly affected.

IP protection is particularly essential to
businesses that participate in trade fairs and
shows in Hong Kong and around the world.

“Hong Kong has a lot of businesses that offer
OEM and ODM services, and they will display
their products when they are at trade fairs and
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shows to garner business. If they have not
registered their designs beforehand, they will
face risks because competitors might see their
products at the fairs and copy them,” Hau says.

The cost of protection

The application processes for trademarks
and patents in Hong Kong are fairly clear and
straightforward, and plenty of information is
available online. According to Raymond Wong,
managing director of Asia Business Centre
(Holdings) Ltd, some of the firm’s clients
from overseas simply go through the process
themselves. “If they don’t mind spending the
time necessary to research and learn about the
process, it can be done. It isn't too hard to do in
Hong Kong compared with other places around
the world,” says Wong.

“There is also a lot of support and help
available in Hong Kong in regards to [P. The
Trade and Industry Department has a centre
where businesses can go with questions, and
the Hong Kong Productivity Council and
other statutory authorities will periodically
arrange conferences and seminars on IP and its
importance.”

One of the key events in the city is the annual
Business of Intellectual Property Asia (BIP Asia)
Forum. Jointly organised by the HKSAR, Hong
Kong Trade Development Council and Hong
Kong Design Centre, the event brings together
experts and professionals from around the world
to share insights on the industry and explore
intellectual property-related business.

Hong Kong patents are among the least
expensive in the world, with a high rate of
approval. A standard patent can be renewed
annually after the end of the third year, up to a
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maximum of 20 years, while a registered design is
renewable for periods of five years for a maximum
of 25 years. A trademark is initially registered for
10 years and can be renewed indefinitely as long
as it is renewed every 10 years.

Despite the relative ease of the process, Wong
says there is still hesitation among SMEs to
register, as they often question the need for
trademarks and patents for their business and
how they can help them. And while the cost of I[P
protection in Hong Kong is cheap, it only covers
Hong Kong.

“[Businesses] can register for [P protection
globally, but for SMEs, when they can't really
predict their progress for the next 10 to 20 years,
it can be a costly gamble,” says Accolade’s Hau.
“The government has a fund that supports =
patents but not one for trademarks or designs.
It's not cheap to register for those two things.

IP is a global market, so it isn't too much help if

a business just registers in Hong Kong, as the
domestic market is limited. So if you do business
on the Chinese mainland, in Asia, Europe or the
US and you haven't registered for I’ protection
there, your IP value is quite low, but it’s quite
expensive if you do decide to get that protection.”
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“We've noticed that there’s been a bit of ERTAR » ERhiisRESRE - xuiﬂ'\'{]—_q:l ey
growth in awareness of IP because of the increase i S - BUMNSRKEAR R - AR BEE L
of start-ups that work online or with mobile R A - R AR EREER TSR
devices. As they hope to gain support from the = EERESHEELESER - |

government or angel investors, trademarks and
patents help them appear more professional and
serious about their business,” Wong says.

While increased awareness is a good sign,
the benefits of IP extend beyond just a single
trademark or patent.

“Today it's about how competitive your IP
portfolio is. The IP portfolio has become a
business’s most important and core competitive
advantage. This is best represented by the
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smartphone industry,” Hau explains. “It’s not
complicated to manufacture a smartphone at all.
You might be able to sell the phone for US$100,
but after you pay the factory fees as well as patent
right fees for the technology, the phone would
cost US$120 to make because Apple, Samsung
and the other companies own the patents. So
today it's no longer about design capabilities and
production capabilities, but rather about your
business’s research and development capabilities
to develop and grow the value of its IP portfolio
and the areas it covers. This is a very big change
from 10 years ago.”

Both Hau and Wong acknowledge that the
Hong Kong government has been supportive
of IF, but they believe that further support and
funding can help ease the application process.
Wong has seen that start-ups without financial
support are more hesitant to register, as they are
more likely to delegate funds to other areas of
their business first. Hau adds that while there has
been good support for patents, there’s been less
support for trademarks and registered designs,
which he believes to be equally important, but
he cautions businesses not to rush to register
everything at once.

“I believe that IP protection should be done
one step at a time. It can be very simple in the
beginning, with just a trademark registered in
Hong Kong in one class, which is affordable for
any SME. If the business might have to expand to
Southeast Asia or the Chinese mainland, I would
suggest to wait until the business grows bigger as
the cost of IP protection can become quite costly.
An IP solution is not a fixed asset like purchasing
a car that you'll drive for the next 10 years. It
should be something that a business builds up
step-by-step,” says Hau. mm

intellectual property news
www.asiaipex.com

ERIEERE : [HSERERIRE S EREE
SEHZAREFEN - AEERES SR A EEEN
EEEMBEOHFESME c SEERESRBEE
—E - BliE— B REEELTEN - REMABER
RIMMERELEREQAR  EEAEEI100ET
HE - BEER LIRRE AR sEE120% T - AR
R =ZEXHEMAREEEENET - FIASKE
EMTE SR AR - MR TS B E R
i‘ﬁ'“&*?ﬁ?@*“ﬁf%éﬁ’ﬁ%ﬁ%ﬁ * 10 AIBE -

Rﬁ‘ﬂ%ﬂ%ﬁ EEHEEEAYASEETS
R - EBEEZNERFRNENEGEEES M -
BneEH—LYEArREARETRE  EHET R
-:&EEE?'J*I%%EJ: IR E R G RE BE R .
BEEBHAEMNFMZF O xR - BEEmEMIL
Bt M IEETRES - MERSEHEFE
;%Eg o

TREREERSLFERLENEERTM :

|ﬁ£%ﬂﬁ@%ﬁﬁﬁEJ?Wfﬂ”Wr1
EFEMEEEM - E2P N NEEAILAGER - &

I EKERES 'Iﬁl_urxmlf’ﬂi'z h.:f_ﬁﬁgcﬁr
EREBETED —EBE - Z“‘XET—J?&% E A
FEEREARRE - HEERAZRTRET —3A
BRI LAFMI10E  BBR—E—F—FEIBERNE
Ee |

HKTDC WORLD SME SERVICES MAY 2017 27



