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Section 1: Introduction

This report explores the development of green branding in the environmental industry of Hong
Kong based on the findings of a study conducted by a research team of the Hong Kong
Polytechnic University in 2013. It first provides an overview of the industry which forms the
conceptual and factual background to the study. The process through which relevant data were
collected is then described, followed by an analysis that reveals the existing trends of corporate
environmental management in Hong Kong, from which one can deduce the possible impact they
might have on the market tomorrow. The implications of the findings are also spelled out so as to
provide pertinent suggestions for elevating the competitiveness and green branding of the
industry.

1.1 The Background: Overview of the Industry

Over the past decades, with the growing recognition of the importance of environmental
protection and sustainable development, most governments in the world have introduced
increasingly stringent policies to tackle environmental challenges. In Hong Kong, the local
government has also brought in its own strategic plan to address environmental issues since the
late 1980s. A White Paper entitled “Pollution in Hong Kong: A Time to Act” was published in
1989, which laid down a comprehensive 10-year environmental initiative. Under the evolving
environmental regulatory regimes, many industrial sectors have started to adopt cleaner
technologies and environmentally friendly practices in order to survive and compete in the local
and global markets. As a result, Hong Kong has seen a swift emergence of an environmentally
oriented industry engaged in providing technologies, goods and services for pollution control and
resource conservation in various areas [1].

1.1.1 Defining the environmental industry

There is little agreement on the definition of “environmental industry”. For the purpose of this
report, the environmental industry is defined as the grouping of all companies engaged in
producing goods and services capable of measuring, preventing, limiting, minimising or
correcting environmental damage to water, air and soil, as well as problems related to waste,
noise, energy and eco-systems.

Broadly speaking, the environmental industry consists of two major categories: environmental
goods providers (EGPs) and environmental service providers (ESPs). According to the
Federation of Hong Kong Industries (FHKI) [1], EGPs design, supply or manufacture (1)
pollution control, waste handling or recycling equipment, (2) environmental monitoring or
measurement equipment, (3) environmentally-friendly products (e.g. degradable packaging
materials), and (4) other related environmental equipment or products (e.g. energy saving
devices). ESPs provide services in (1) environmental consulting or testing, (2) waste



management or recycling, and (3) operation and/or maintenance of equipment produced by EGPs
listed above.

The environmental industry in Hong Kong can be also classified into six segments or subsectors,
including (1) water conservation and pollution control, 2) air pollution control, 3) waste
management, 4) noise control and mitigation, 5) energy conservation and 6) other environmental
Services.

1.1.2 Industry features

According to the latest research updates by the Hong Kong Trade Development Council [2], the
added value of Hong Kong’s environmental industry grew approximately to HK$6.5 billion in
2011, accounting for about 0.34 % of Hong Kong’s total GDP of that year. The industry is
characterized by a small number of large enterprises dominating a few market segments and a
large number of small and medium-sized enterprises (SMEs) taking up the rest of the market. It
is estimated that currently the industry consists of some 300 establishments, among which 89%
are SMEs with less than 100 staff. The industry employed 38,350 persons in a year, representing
1.1% of the total local workforce.

The strength of Hong Kong’s environmental industry lies in a number of aspects. Many
companies in the industry possess invaluable assets, such as the global informational network,
talents with an international mindset, good intellectual property rights protection, strength in
finance and excellent understanding of and rich experience in the China market. A considerable
number of them also have sophisticated technical capabilities in their specialty areas, such as air
pollution control, water conservation, waste management and recycling, noise control and energy
conservation [3]. Meanwhile, they are perfect partners of foreign enterprises planning to enter
the Mainland China market with advanced environmental technologies.

However, the environmental industry in Hong Kong is still in its early stage of development and
faces serious challenges. Since the majority of companies in the industry are SMEs, they
generally have only limited capabilities and resources in developing and integrating innovative
environmental technologies. Support from external stakeholders in the development of the
industry is also insufficient. Both internal and external difficulties have weakened the industry’s
ability to respond to the rapidly advancing technological needs and evolving regulatory
requirements to take full advantage of the market opportunities [3].

Despite these difficulties, the potential of the industry is huge. As one of Hong Kong’s six
advantageous industries, the environmental industry has been promoted by the local government.
China, with its fast growing markets for environmental technologies and services and its leading
position in clean technology investment in the world, has also opened up enormous business
opportunities for Hong Kong’s environmental companies. It is therefore urgent and essential for
the local environmental industry to quicken its pace of development so as to grasp these business
opportunities. In this report, we will focus on the topic of green brand development.



1.2 The Concept of Brand and Branding

Brand and branding are controversial concepts. The definitions of “brand” vary greatly from the
very shallow and tangible (such as a name, a logo and a legal instrument) to the much more
profound and intangible (such as an image in the consumer's mind, a value system, a personality,
a relationship and an evolving entity) [4, 5]. For the purpose of this report, brand is defined, at a
more holistic and profound level as “the complexity of which demands strategic planning and
integration of the brand in the core of the firm” [5]. It is a value indicator for various
stakeholders.

Branding refers to the expression of the brand of an organisation, a product, or service. It
consists of active communications to target audiences of characteristics, values, and attributes
that clarify what this particular brand is and is not. Consequently, green branding or positioning a
brand as a “green brand” entails the differentiation of the brand from its competitors through its
environmentally sound attributes and the publicity of such attributes to the target audience [6]. In
other words, for an environmental company, green branding requires an active communication
on how its products or services are greener than those of its competitors, who also provide
environmental products or services, as well as values associated with such differentiation.

1.3 The Study: Aim and Objectives

With the aim of exploring the development of green branding in the environmental industry in
Hong Kong, this study looks at both the external market of the environmental industry and the
perception and practice of green branding within the companies. Five specific objectives are
developed as follows:

1 To gain an overview of corporate environmental management of Hong Kong enterprises in
the PRD region;

2  To understand the current status of the local environmental market;

3 To investigate the perception and development of green brand among the local
environmental companies;

4 To identify the barriers to green branding and business development;

5 To make recommendations for enhancing the competiveness of the industry.

The first objective is realized through a questionnaire survey of companies from various
industrial sectors in the PRD region. The design and results of the survey will be detailed in
Section 2. The other four objectives which concern specifically the phenomenon of branding of
environmental industry are achieved by face-to-face interviews with top management from 28
companies. This will constitute the substance of Section 3.



Section 2: Corporate Environmental Management of Hong Kong Enterprises in
the Pearl River Delta (PRD) Region

2.1 Survey

A survey of corporate environmental management of Hong Kong enterprises in the Pearl River
Delta (PRD) region was conducted in September — December 2013. It consists of a 15-page
questionnaire with 12 parts:

Part One : Environmental Implications of Business Activities

Part Two : Company Activities Related to Corporate Environmental Management
Part Three : Motivations for Environmental Initiatives

Part Four : Obstacles to Introducing Corporate Environmental Initiatives
Part Five : Other Considerations

Part Six : Challenges to Environmental Compliance

Part Seven : Environmental Orientation and Awareness

Part Eight : External Support

Part Nine : Company Information

Part Ten : Biographical Information

Part Seven : Personal Views

Part Twelve : Comments on this Survey and Contact Information

Before the 2013 survey, the research team conducted a similar survey in 2007, with results there
were useful as a guideline for the industries to increase their awareness of corporate
environmental management and improve their corporate environmental performance. The 2013
survey aims to bring up to date knowledge of the reality of corporate environmental management
of Hong Kong enterprises for the Hong Kong environmental industries so that they can explore
additional business opportunities and develop their brands.

The targeted respondents are the corporate executives of members and affiliated members of
Hong Kong Environmental Industry Association (HKEnvIA) and Federation of Hong Kong
Industries (FHKI). The data were collected through a number of channels. The questionnaires
were in both hard and electronic copies. The research team constructed a web-based
questionnaire using the MySurvey software system offered by the Hong Kong Polytechnic
University. At first, an email notice was sent through HKEnvIA and FHKI to their members in
July- August 2013, which also posted the e-questionnaire on its website. However, the first
attempt elicited only few returned questionnaires. The research team then turned to mailing as
the main source of data collection. At different times from early September 2013 to late
November 2013, a cover letter describing the study was sent out, along with a questionnaire and
a self-addressed, postage-paid reply envelope to members of FHKIs. A few questionnaires were
distributed directly to the members through FHKIs in its General Annual Meeting. In the end, a
total of 334 organisations participated in the survey with 16% response rate.



2.2 Analysis and Findings
2.2.1 Participants

334 organisations participated in the survey. Responding companies are from manufacturing
(79%), services (11.7%), public utilities (3.3%) and other industries (4.6%) [Figure 2.1]. In
respect to organisation size, 22.8% are small organisations with less than 100 employees, 27.2%
are medium-size with 100 to 499 employees and 48.9% are large organisations with over 500
employees [Figure 2.2]. About 74.6% are wholly Hong Kong-owned companies, 7.5% are Hong
Kong-Mainland joint venture companies, 3.9% are Hong Kong-foreign joint venture companies,
10.8% are foreign enterprises [Figure 2.3]. In respect to location of main operations, 25.7% of
organisations have main operations within Hong Kong, 57.5% operate in Pearl River Delta
region and 15.6% operate worldwide [Figure 2.4].
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Figure 2.2: Number of Employees in Business
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Figure 2.3: Types of Ownership
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Figure 2.4: Locations of Main Operation
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2.2.2 Environmental impact of business activities

The executives were asked two questions about the environmental implications of their business
activities. The first question is “Relative to most other enterprises in China, what do they
consider to be the degree of the environmental impact of their company’s operations?” and the
second question is “Relative to most other enterprises in their industry sector, what do they
consider to be the degree of environmental impact of their company’s operations?”, with 1
denoting “Strongly Disagree, and 7 denoting “Strongly Agree”. The result shown in Table 2.1
and 2.2 indicates that in general, enterprises do not think that they have large impact on the
environment and compared to their other enterprises in the same industry, they believe that they
have better environmental performance.

Table 2.1 Environmental Impact of Business Activities — Compared to Enterprises in China

Rank Mean
1 Has a trivial impact overall on the environment 5.05
2 Uses relatively few biological resources (i.e. plant or animal material) 4.80
3 Uses relatively little energy 4.48
4 Produces large amounts of solid waste 2.67
5 Uses large amounts of mineral resources (extracted minerals) 2.40
6 Produces large amounts of air pollutants 2.29
7 Produces large amounts of water pollutants 2.23
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| Produces large amounts of chemical or other hazardous waste

| 204 |

Table 2.2 Environmental Impact of Business Activities — Compared to Enterprises in the

Industry
Rank Mean
1 Is environmentally friendly 5.17
2 Has made significant progress in reducing impact on the environment 5.14
3 Has an outstanding record in environmental protection 4.69

2.2.3 Company activities related to corporate environmental management

In order to see how well companies integrated environmental activities into their business model,
executives were asked to describe the operation situation of their company’s environmental
management programmes and activities by 1 = “never considered” to 7 = “a way of life”. The
result shown in Table 2.3 indicates that the companies tend to adopt more operational
environmental activities (e.g., using filters and other emission controls in production processes,
recycling waste streams and routine environmental audits) than strategic environmental policies

and asse

ssment (e.g., scientifically assessing the life-cycle impact of products) .

Table 2.3 Environmental Activities

Rank Mean
1 Using filters and other emission controls in our production processes 4.77
2 Recycling of waste streams 4.73
3 Routine environmental audits 4.54
4 Environmental training for managers 4.29
5 Environmental training for operations 4.23
6 Measuring key aspects of our business environmental performance 4.19
7 Setting environmental performance objectives as part of our annual business | 4.12

plans
8 Developing a certifiable environmental management system (e.g., ISO 14001) | 4.06
9 Incorporating ecological themes when marketing some of our products 4.02
10 Making investments in clean production technologies 3.92
11 Company displays about environmental programs 3.79
12 Including environmental performance measures in our management | 3.79
evaluations
13 Participation in government- sponsored environmental programs 3.78
14 Sponsorship of events about environmental protection 3.64
15 Preparation and release of environmental reports 3.39
16 Scientifically assessing the life-cycle impact of our products 3.25

12



2.2.4 Likely outcomes of environmental protection measures

Does the implementation of environmental practices bring any benefit to company? The
executives were asked to assess the likely outcomes of various environmental protection
measures for their companies, with 1 denoting “Strongly Disagree, and 7 denoting “Strongly
Agree”. The higher score means that the likely outcome has higher possibilities to be achieved.
The result shown in Table 2.4 indicates that corporate reputation and compliance with existing
environmental regulations are the prime motives for them to implement environmental practices.

Table 2.4: Likely Outcomes of Environmental Protection Measures

Rank Mean
1 Improve our corporate reputation 5.58
2 Better comply with existing environmental regulations 5.58
3 Avoid negative publicity 5.23
4 Serve our customers better 5.14
5 Attain better relations with government officials 5.12
6 Reduce the risk of lawsuits 5.08
7 Increase the customer base of our products 5.02
8 Improve the quality of our products 4.91
9 Avoid facing stricter environmental regulations in the future 4.88
10 Enhance our employees' commitment 4.61
11 Attain competitive advantages over our nearest competitors 4.57
12 Lower production costs 4.50

2.2.5 Attitude of the top management

The attitude of the top management towards environmental protection is one of the crucial
factors that motivate the company to take environmental initiatives. The result shown in Table
2.5 indicates that the top management has positive feedback towards environmental protection
measures and they recognize that the company has an ethical responsibility to adopt better
environmental protection measures (5.58 out of 7, with 1 denoting “Strongly Disagree, and 7
denoting “Strongly Agree”).

Table 2.5: The Attitude of the Top Management

Rank Mean

1 Recognize that the company has an ethical responsibility to adopt better | 5.58
environmental protection measures

2 Are personally interested in developing and implementing environmental | 5.21
protection measures within the company

3 Include environmental protection as a key part of our company's key vision | 4.99
and mission

4 Want to be viewed as leaders in environmental protection in our industry | 4.82

sector
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5 Believe environmental protection can provide competitive advantages over | 4.54
our nearest competitors

2.2.6 Influence of stakeholders

To ascertain sources of pressure on organisations to consider the environmental issues in
organisational operations and take environmental initiatives, executives were asked to rate which
groups of stakeholders have made demands on the enterprises to develop better environmental
measures. The result shown in Table 2.6 indicates the influence of various stakeholders, with 1
denoting “Strongly Disagree” (less influential), and 7 denoting “Strongly Agree”(most
influential). It shows that the local regulatory parties, i.e., the local government and the local
Environmental Protection Bureau and customers are the most influential stakeholders.

Table 2.6: Stakeholder Influence

Rank Mean
1 The local government 4.45
2 Customers 4.42
3 The local Environmental Protection Bureau 4.37
4 Shareholders / Investors 4.28
5 Industry associations 4.20
6 Employees 4.05
7 Major competitors 4.01
8 Environmental interest groups 3.95
9 The community via legal action 3.78
10 Media organisations 3.71
11 The community via other means 3.56

2.2.7 Obstacles to introducing corporate environmental initiatives

In order to understand the kinds of obstacles faced by the companies in conducting
environmental protection, the executives were asked to assess factors affecting their companies
in taking on environmental initiatives. The result shown in Table 2.7 indicates different obstacles
to introducing corporate environmental initiatives, with 1 denoting “Strongly Disagree” (less
influential), and 7 denoting “Strongly Agree” (most influential). It shows that the insufficient
awareness of environmental protection of both external (customers and shareholders) and
internal parties affect the introduction of corporate environmental initiatives.

14




Table 2.7 Factors Hindering the Introduction of Corporate Environmental Initiatives

Rank Mean

1 Too few local customers care about the environment to make environmental | 3.90
initiatives in our company worthwhile.

2 There is too little awareness in our company that environmental performance | 3.75
may be an important business issue.

3 All rhetoric aside, shareholders of our company are really only interested in | 3.75
maximizing short-term profitability and growth.

4 It is nearly impossible to understand all of the relevant environmental | 3.70
regulations that pertain to our business.

5 Pollution management and environmental protection technologies are | 3.57
generally too expensive for our company to make use of.

6 It is very difficult for us to get accurate data on the pollution levels of our | 3.53
operation.

7 A large number of technologies that could significantly reduce the | 3.52
environmental impact of our company are currently not available.

8 Producing a more environmentally friendly product will generally | 3.28
compromise performance or quality.

9 Most employees in our company are totally unaware of the need to protect the | 3.17

environment.

2.2.8 Partnership with external groups

The executives were asked about their partnership with external groups. The result shown in
Table 2.8 indicates their appeal for collaborating with different groups, with 1 denoting
“Strongly Disagree” (less appealing), and 7 denoting “Strongly Agree” (most appealing). It
shows that they are most willing to collaborate with the Federation of Hong Kong Industries and
local government environmental agencies.

Table 2.8 Partnership with External Groups

Rank Mean

1 If the Federation of Hong Kong Industries approached us with projects related | 5.03
to corporate environmental protection, our company would be willing to
participate.

2 If approached by local government environmental agencies, our company | 5.01
would be willing to collaborate on corporate environmental protection
projects.

3 We are willing to work closely with academic institutions on projects related | 4.98
to corporate environmental protection.

4 If local environmental organisations approached us with ideas for improving | 4.96
corporate pollution, our company would be willing to work with them on
corporate environmental protection projects.

5 We are willing to work with other firms on projects related to corporate | 4.87

environmental protection.
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2.2.9 Locus of internal support for the implementation of environmental practices

The executives were asked about the locus of internal support to implement environmental
protection. The result shown in Table 2.9 indicates various internal support, with 1 denoting
“Strongly Disagree” (less supporting), and 7 denoting “Strongly Agree” (most supporting),
showing that the overall internal support is strong, especially the support from the top
management.

Table 2.9 Internal Support in the Company

Rank Mean

1 Many top-level managers in our company are personally and actively | 4.85
involved in developing environmental policies and monitoring their
implementation.

2 Ideas on pollution management are shared freely among lower, middle, and | 4.57
upper levels within our company.
3 Our company has an environmental officer at the senior management level. 4.42

4 Environmental managers or those chiefly responsible for environmental | 4.22
management in our company have adequate authority to influence capital
investment decisions.

2.2.10 Environmental awareness

The executives were asked to rate their personal awareness and knowledge of environmental
concepts / frameworks, with 1 denoting “Have not heard of it”, to 7 denoting “Consider myself
an expert in it”. The higher the score, the higher is the level of knowledge. The result shown in
Table 2.10 indicates that 1ISO14000, Eco-labels, Environmental Management System (EMS) and
Clean Production Technologies are the most acknowledged environmental concepts.

Table 2.10 Environmental Awareness of Business Executives

Rank Mean
1 ISO 14000 4.42
2 Eco-labels 4.03
3 Environmental Management Systems (EMS) 3.92
4 Clean Production Technologies for My Industry 3.91
5 Green purchasing requirements 3.85
6 Life Cycle Analysis 3.62
7 Full-cost Accounting 3.42
8 Principles of Sustainable Design 3.32
9 Precautionary Principle 3.07
10 Clean Development Mechanisms under Kyoto Treaty 2.92
11 Global Reporting Initiative (GRI) 2.92
12 Global Compact 2.91
13 Industrial Ecology 2.84
14 Factor 4 1.91
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2.2.11 Environmental orientation

The executives were asked to assess the environmental orientation of their companies, with 1
denoting “Strongly Disagree” and 7 denoting “Strongly Agree”. The results shown in Table 2.11
indicate that the focus of responding companies is mainly on product and production processes.
Moreover, adopting environmental practices well beyond regulatory requirements appears to
rank low on the list of companies’ environmental priorities, suggesting that most companies are
probably still regulation-driven.

Table 2.11 Company’s Environmental Orientation

Rank Mean

1 Our company has a program in place to use less toxic and more | 5.30
environmentally friendly components in company’s products and production
processes.

2 Our company has stated clear objectives to reduce the quantity of materials | 4.97
used in production.

3 When thinking of our company's environmental impact, our company focuses | 4.79
mainly on the production of our products, including processes, technologies
and raw materials.

4 In asking ourselves if our company is a successful company, our company | 4.74
usually think about whether the company made a positive contribution to
society and to peoples' quality of life, e.g., taking responsibility to
environmental protection.

5 When considering our environmental responsibilities we always take into | 4.57
account what happens to our products after they are discarded.

6 Our company has adopted environmental protection measures that go well | 4.45
beyond legal requirements.

2.2.12 Environmental reputation

The executives were asked to assess the green image of their companies, with 1 denoting
“Strongly Disagree”, and 7 denoting “Strongly Agree”. The result shown in Table 2.12 indicates
that the responding companies have a slightly good environmental reputation in general (overall
mean is 4.67). The most remarkable green images are related to their environmental protection
promises.

Table 2.12 Company’s Green Image

Rank Mean
1 Our brand generally keeps promises made for environmental protection. 491
2 Our brand is generally trustworthy in terms of its environmental promises. 4.82

3 Our brand's environmental concern generally satisfies salient stakeholders' | 4.76
expectations.

4 Our brand's environmental commitments are generally high. 4.74
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5 Our brand's environmental performance is generally high. 4.68

6 Our brand is generally successful in terms of environmental performance. 4.62

7 Our brand is generally well-established in terms of environmental reputation. 4.61

8 Our brand is generally regarded as the best benchmark for environmental | 4.49
commitments.

9 Our brand is generally professional about environmental issues. 4.44
Overall 4.67

2.2.13 External support

The executives were asked the kinds of support their companies would like to obtain. The result
shown in Table 2.13 indicates that they would like to get more knowledge on corporate
environmental management as well as environmental regulations and their compliance.

Table 2.13 External Support

Rank %
1 Knowledge on corporate environmental management 88.6
2 Knowledge on environmental regulations and their compliance 86.1
3 Technological support for pollution reduction 83.9
4 Corporate environmental management support 82.3
5 Environmental training opportunities for employees 80.7
6 Sharing the successful experiences of other firms in corporate environmental 73.6

management '
7 Identify and disseminate "best practices"” from within China and abroad. 72.7
8 Environmental audits 72.1
9 Legal advice 71.8
10 Energy audits 68.9
11 Development of a partnership with local government 65.7
12 Initiate an awards program. 62.0
13 Development of a partnership with environmental pressure groups 61.1
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Section 3: Brand Development of Hong Kong Environmental Industry
3.1 Interview

The research team proceeded to study brand development of Hong Kong environmental industry
through interviews with Hong Kong-registered companies in the PRD region. An initial
invitation letter was first sent to these companies, followed by three rounds of phone-calls and e-
mail. In the end, 31 companies responded positively to our overtures, 28 among which are from
the environmental industry (hereafter referred to as environmental companies) while the
remaining 3 are from traditional manufacturing industry. A breakdown of 28 responding
environmental companies into ESPs and EGPs is shown in Table 3.1. In most of the cases, the
research team was able to interview the top senior managers of the responding companies such
as Chief Executive Officer, Managing Director or General Manager. All the responding
companies were interviewed face-to-face between June and November 2013.

The interview was semi-structured and guided by a list of questions prepared by the research
team prior to the meeting with the companies:

1. What drives your company to engage in environmental industry?

2. In addition to engaging in environmental industry, have you made other endeavors in
greening your business (if yes, please give examples, e.g. EMS, greening supply chain,
product eco-design, etc.)? Why?

3. What are the benefits, tangible and intangible, of going green?

4. Did your environmental practices turn out the way you planned? Is there a gap between
expectations and reality?

5. Do you think that brand reputation is important to your business? How do you establish your
brand reputation? What are the major difficulties of building a green brand?

6. Do you think that your green business/practice has obtained sufficient support from society
and stakeholders, including the government, industrial associations and the market? What
kind of support would you like to obtain for your green endeavors?

7. How do you perceive the future prospects of your environmental business? What are your
future initiatives in environmental practices?

It should be noted that these questions served as mere guideposts for the conversations with the
companies. In the actual interviews, however, discussions ranged freely over a wide terrain of
environmental matters without losing sight of the ultimate goal of the interview to understand the
nature of branding in environmental industry.
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Table 3.1 — Breakdown of Environmental Companies by Segment or Subsector

Environmental industrial segment/subsector Number of respondents
Environmental Services Provider (ESP) 21
Energy Management )
Waste Management and recycling 13
Other environmental consultancy 3
Environmental Goods Provider (EGP) 7
Total 28

3.2 Analysis and Findings

3.2.1 Company profile

For the purpose of this study, the data collected from 3 companies in traditional manufacturing
industry were excluded and only the data from 28 environmental companies were analysed. Prior
to the presentation of major findings, a summary of company profile in terms of the year of
establishment and their major target market are provided. The majority of companies interviewed
in this study were established between 2000 and 2009, with a history of less than 15 years but

longer than 5 years [Table 3.2].

Table 3.2 Breakdown of Environmental Companies by Year of Establishment

Year of Establishment Number of respondents ( %)
Between 1980-1989 2 (7%)

Between 1990-1999 7 (25%)

Between 2000-2009 12 (43%)

After 2010 7 (25%)

Total 28 (100%)

As shown in Table 3.3, Hong Kong is the major market of most responding companies in this
study, followed by mainland China. Two companies focus on the whole Asia market and one

targets the global market.
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Table 3.3 Breakdown of Environmental Companies by Major Target Market

Major Market Number of respondents (%)
Hong Kong 11 (39%)

HK and mainland China 8 (29%)
Mainland China 6 (21%)

Asia 2 (7%)

Global 1(4%)

Total 28 (100%)

3.2.2 Reasons for entering this industry

There appears to be a number of reasons for companies to enter the environmental industry. It
was not surprising to find that foreseeing the coming of environmental trend and business
opportunities was cited as the most important factor (C1-5, C9-11, C14, C16, C17, C19, C22,
C24 and C26-30). These companies tend to gauge the environmental trend by taking into
consideration the direction of the government policy. In this study, three interviewees (C10, C11
and C16) mentioned that the direction of Hong Kong government policy enticed them to enter
the environmental industry, but two of them (C11 and C16) also pointed out that the government
policies, which were less than persistent or consistent, had subsequently affected their business.

The concern for the natural environment was cited as the second most important reason for
companies to enter the environmental industry (C2, C3, C7, C9, C14, C15, C17 and C23). Two
interviewees (C2 and C17) stated that the question “how to make use of waste” prompted them
to enter the waste management and recycling industry.

The third most important driver appears to be the timely opportunity for business development or
transition (C5, C11, C14, C15, C19, C23 and C25). The influence of others including other
people, organisations and countries (C1, C10, C17 and C19), as well as personal factors such as
strong personal network (C2), education background (C24) and personal hobby (e.g., C8 citing
“love disassembly since young’’) were also mentioned as reasons for engaging in this industry.

3.2.3 Business profitability and growth
Almost all the interviewees agreed that environmental industry was not as profitable as financial

and real estate industries and that there was little chance of making big money from it. However,
many responding companies (C9, C20, C22, C25, C26, C28 and C29) acknowledged that the
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overall profitability of providing environmental services (except solid waste recycling) seems to
be stronger than traditional manufacturing industries.

It is worth noting that a large majority of respondents (C8, C11, C15 and C18) from the
recycling industry claimed that their profitability was getting lower and lower due to the severe
and unregulated competition in the market. More surprisingly, we found that companies (C11
and C15) which were engaging in glass recycling were even losing money.

Regarding the business growth trend, about 64% of the responding companies (C1-3, C8-10, C13,
C14, C18-20, C22, C24-26, C28 and C29) claimed that their business had experienced steady or
slow growth during the past year, while 14% (C15, C16, C21 and C23) claimed that their
business profits could only maintain them on a survival level. Another 21% of the respondents
(C4, C5, C11, C17, C27 and C30) had not reached the break-even point at the time of interview.
Various reasons were reported, including the absence of a feasible business model (C11), huge
capital investment in Research and Development (R&D) and infrastructure development (C4 and
C17), difficulty in opening the market where people still prefer traditional products (C27 and
C30) and others (C5).

3.2.4 Market competition

Market competition in the environmental industry greatly affects the demand-supply relationship
of the industry and the kinds of marketing and branding strategies individual companies adopt. In
this study, we focus on three primary aspects, namely the level of competition, factors that
influence the competition and competitive advantages.

Level of competition

More than 60% of the respondents (C1-5, C8, C10, C14, C16-19, C21, C22, C24, C25 and C27)
considered that the market competition in their environmental segment was increasing, especially
for the recycling industry and small-scale environmental consultancy. One LED manufacturer
(C5) attributed the intense competition to the lack of industry standards and low entry barriers
which resulted in unregulated and unhealthy competition in the LED industry. One recycling
company (C8) mentioned that the existence of illegal recyclers who did not buy labor insurance
for their workers (and therefore could offer more competitive price to clients) led to fierce and
unhealthy competition in the recycling market. The relatively low level of technology demand
was also cited as another factor that contributes to the strong competition in the recycling
industry. We also noted that for companies providing innovative green products (e.g., C14 and
C21), competing with traditional consuming habits and mindset and persuading people to favor
greener products seemed to be a big challenge.

Five companies (C9, C20, C26, C28 and C29) pointed out that although there were many
competitors in the market, only a few of them were able to provide high quality services. In
addition, one solar power service provider (C23) and one glass recycler (C11) perceived the
competition in their segment to be weaker but the market also seemed to be smaller or more
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difficult to capture in Hong Kong due partly to the traditional mindset of customers and lack of
sufficient policy support.

Factors influencing the competition

When the interviewed companies were asked about their perception of what in the mind of the
clients are the most important factors when they do business with the companies, as much as
71% (C1-3, C5, C8, C10, C11, C13-19, C21, C23, C24, C26, C29 and C30) cited price as an
important factor although it may not be the only one. It was surprising to find that even for
tendering government projects, price was a dominating factor. “Price competition — the lower,
the better” were used to describe the attitude of the government in offering tenders by a number
of respondents whose major clients were government bodies.

Around 32% of the respondents (C8, C17, C19, C20 and C25-29), many of which were
environmental services providers and energy consultants, thought that comparing with price,
providing high quality services that meet clients’ requirements played a more or equally
significant role in the market competition. This is especially the case for those long-term or
referred clients.

It is worth noting that although quite a few respondents acknowledged the importance of brand
reputation when asked about views on branding, very few cited brand reputation as an important
factor considered by clients in the current market.

Competitive advantages

Companies were able to identify their own competitive advantages. The most frequently cited
advantage seems to be technology. A few companies highlighted the advantages of developing
new technologies and/or holding relevant patents in the market competition (C4, C5, C13, C17,
and C26-29). As one energy consultant (C28) claimed, “We need to keep developing new
products as others could easily reproduce our technology even when it has got a patent (in
China)... Despite the importance of networking in Mainland, technology is also a key to success.
Technology is what differentiates us from others.” Another solar power company (C26) also
commented, “Technology is most important. Anyone who has the technology to lower the cost of
solar application will win the market...We purchased two solar power companies, one in the US
and the other in Germany, which together hold more than hundreds of patents. Our competitive
advantages turn out to be technology.”

The second most frequently mentioned competitive advantage is related to providing specialized
or customized services or products that satisfy the needs of clients (C9, C17, C18, C20 and C22).
For example, one environmental consulting company (C20) claimed “being willing and able to
help clients to figure out how to fulfill legal mitigation measures” to be their competitive
advantages. Another energy consultant (C22) focused on providing analytical-based energy
consultancy other than solution-based services generally adopted by their competitors.
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Not surprisingly, for a few environmental product providers, the most important competitive
advantage appears to be the comparatively greener features embedded in their products (C3, C14,
C25 and C30). In addition, one plastics recycling company (C2) highlighted their strong sourcing
network and traceable supply chain, as well as a transparent process of closed-loop recycling that
allowed clients to conduct environmental audits whenever they wished, all of which were
important elements that make them stand out in the competition.

Special business models and clear marketing positioning were also mentioned as competitive
advantages (C9, C15 and C24). It was interesting to find that, different from many other
recyclers who collected waste from clients free of charge or even pay for the collection, one
recycling company (C15) insisted on charging waste collection fee and this business model
helped him win a number of clients from international companies who supported the “polluter
pays principle”. As the company said, “/with this business model,) we are unable to win the
clients from our competitors, while others are unable to win clients from us.” Other identified
competitive advantages include serving the clients with “heart” (C16, C18 and C19) and keeping
a forefront position in the market (C13). Echoing the findings on factors influencing competition,
hardly any company stated explicitly that green brand reputation was one of its competitive
advantages.

3.2.5 Marketing strategies/approaches

In order to understand how environmental companies adopted their marketing strategies and the
degree to which green branding had been incorporated into such strategies, the responding
companies were asked to describe how they marketed their services and products and how they
approached potential clients and won contracts.

The findings show that most companies marketed their services and products through
exhibition/booth (50% including C2, C3, C5, C9, C10, C14, C21-25 and C27-29),
referral/recommendation (36% including C7, C13, C15-20, C22 and C27) and “door-knocking”
(including direct mail and call) (36% including C4, C8, C11, C13, C14, C18, C19, C21, C24 and
C26). 18% of the companies (C8, C16, C17, C24 and C25) perceived the official website of their
companies to be an important channel through which customers could contact them. Personal
network was pointed out by 11% of the companies (C26, C28 and C29) as an important way to
reach potential clients. Other marketing approaches such as advertisements, cooperation with
contractors, showroom, presentations, seminars and roadshows were also mentioned, but by only
a very few of companies.

3.2.6 Green branding

Perception of brand

Interestingly enough, although very few companies cited brand or business reputation as an
important factor considered by their client, when we asked about their perception of brand
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importance, 61% (C2-5, C7-10, C14, C20-22, C24-27 and C29) acknowledged the great
importance or effectiveness of brand. The following comments from our respondents serve to
illustrate the point:

“When you do business in China, unless you have very good personal network, the
reputation of brand is important for winning business contracts from demanding
clients...since environmental regulations are becoming more and more stringent and the
whole industry is getting more and more regulated, companies with a good brand reputation
and qualifications will be recognized more easily.” (C9)

“Brand in our business means whether you have got contracts from large clients... Since
our business market is so small, people will easily know your brand image. If something
bad happens, it will damage your reputation.” (C8)

“For consuming products, brand has great effect on sales because brand reflects the quality
of your products and services.”(C3)

“Brand in our industry is as important as that of mobile phones. Once you sign a contract
for solar energy electricity, it will last for 20 years. Clients have to make sure that the
company will be running for at least 20 years. So brand is really important for us...even for
clients who are insured, choosing a company with high reputation is still important to
them.”(C26)

39% (C1, C11, C13, C15-19, C23, C28 and C30) were of the view that brand was not important
in their business because other factors such as price and customer satisfaction were much more
influential. This, to some extent, shows that companies’ understanding of brand is very limited,
as competitive price and customer satisfaction could also be a reflection of the values of a brand
(such as Walmart’s famous brand promise in low prices).

The study shows that Hong Kong’s environmental companies tended to interpret the term
“brand” in various ways, such as “a symbol representing something”, “a brand name” > “good
job references” and “good quality of services or products”. It seems that only a very few of them
(e.g., C29) perceived environmental elements as an important brand attribute. The role of brand
was also perceived by some companies (e.g., C14) to be more for increasing the value-added of
and companies’ self-confidence in the services and products they provide, but the brand had little

impact on the sales and profit.
Business value of “being green”

Even though most companies considered the reputation of a brand to be important for their
business, it is interesting to find that very few of them (C3, C22 and C29) thought that the
business value of “being green” was high. As revealed by some companies (e.g., C2, C5, C19
and C30), market demand on greener services or products is still relatively low in Hong Kong
and there seems to be a noticeable gap between customers’ learning interest and purchasing
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action. In other words, customers’ willingness to know about greener products is high but their
willingness to pay is low, as the comments below show.

“The value of ‘being green’ is not high since the more environmental elements built in the
services or products, the more you/customers usually have to pay. The idea is good, but the
return is low. People might be more interested in knowing about it but not be willing to
purchase or practice it.” (C19)

“Being green is likely to make it a little bit easier to establish the brand, but not much.
People will show greater interest in knowing more about environmental products. The
number of people who are willing to pay more for environmental products will increase
gradually year by year, but (the increase) will not be very big.” (C5)

“In the long run, building a green brand is a good strategy. But in the short term, focusing
on the concept of EP is not helpful on sales.” (C2)

Views on green awards

Winning awards, especially those that are well-known, is one of the effective ways to increase
good publicity and enhance brand reputation for a company. In this study, we find that for many
companies (C9, C10, C13-15 and C24-25), winning a green award means being recognized for
what has been done, which, however, is not much helpful for actual sales. In the view of quite a
few companies, developing technologies (e.g., C17 and C26), obtaining professional certificates
(e.g., C1, C14, C18 and C30) and holding patents (e.g., C17) are much more important than
winning awards for business development. Some companies (e.g., C19) even thought that awards
were more helpful to product providers but not to service providers.

Brand building

When responding companies were asked about whether and how they had developed a brand,
most of them pointed out that they had not paid particular attention to brand development. Brand
was usually perceived to be more associated with products than services. That is why only most
environmental product providers (C3, C5, C10, C14, C21 and C27) claimed that they had
dedicated resources to brand building. To most of these companies (C3, C5, C10, C14 and C21),
brand building is done in very much the same way as they would market their services or
products, namely through exhibition/booths, door-knocking, direct mail or call, showroom,
innovative gifts and media advertisement. Engaging in events that increase corporate publicity
such as educational programmes, presentations and seminars were also mentioned (C14). In
addition, a small number of respondents named obtaining patents, awards and certificates (C14
and C21), as well as accumulating job references (C10) as means of branding.

Only one company (C14) in the study deliberately put great effort in building a green brand for
its eco-brick products. It is encouraging to see that the company has not only actively integrated
environmental considerations into its products throughout the products’ lifecycle, but also
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actively communicate with its stakeholders about these green achievements. The company has a
clear green branding strategy and adopts various approaches to build its green brand. For
example, the company provides environmental educational and training programmes,
participates in award competitions, obtains environmental certifications, and distributes
innovative small gifts (e.g. USB disk and name card holder with the company brand logo and a
quick response code) on different occasions. The company also plans to conduct a product
lifecycle carbon audit which will be the first in Hong Kong. However, it should be noted that this
company has not perceived noticeable benefits that its green branding endeavours have brought
to them.

Regarding the difficulties of brand building, several companies (e.g., C3 and C5) highlighted the
issue of substantial capital investment associated with branding. One LED manufacturer (C5)
described the process of branding with a vivid analogy in the following way: “Brand building is
just like planting. There is no gain in the first two to three years. You have to wait until the plant
grows [to bear fruit]. Before the harvest, what you can do is to put a lot of effort. But if the plant
dies, you will get nothing.”

3.2.7 Gap between expectation and reality

About 21% respondents (C3, C9, C10, C13, C26 and C28) thought that their business
development in the environmental industry had met their expectation. Two companies (C20 and
C29) acknowledged that the reality of their business and market development was over their
expectation. Another two companies (C18 and C25) said that it was difficult to answer the
question because they did not have any expectation at the beginning.

About 64% of respondents (C1, C2, C4, C5, C7, C8, C11, C14-17, C19, C21-24, C27 and C30),
on the other hand, believed that the existing environmental market was below their original
expectation due largely to the fact that the market development in Hong Kong was very slow.
Quite a few interviewees (e.g., C1, C5, C15-17, C27 and C30) attributed the slow market
development to the actions of Hong Kong government.

3.2.8 Reasons for staying in this industry

The major reason that companies chose to stay in the environmental industry seems to be the
positive perception that they had of the prospect of the industry despite a number of difficulties
at the current stage. Having relatively high confidence in the future motivates many companies
(e.g., C4, C8, C19, C24, C25 and C30) to try their best to stay in the market. The fact that the
profit that they made from environmental business, though not very big, is enough to support
them was cited as another reason by some companies (e.g., C13 and C18). In addition, several
companies (e.g., C8, C18 and C23) claimed that they would like to try their best to contribute to
environmental protection without affecting the normal operation of own business. Quite a few
respondents (e.g., C4, C17 and C23) also stressed the idea that “there is no turning back as
environmental protection is a one-way journey that has yet to see an end”.
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When asked about the benefits of doing this business beyond making profits, quite a few
respondents (C3, C15-17, C19, C22 and C29) cited “being recognized and appreciated” as the
most significant intangible benefits. “Being able to help or influence other people” (C3 and C15)
and “being able to contribute to environmental protection” (C2, C3, C7 and C15) were
identified as another two intangible benefits.

3.2.9 Difficulties of green business development

It appears that challenges faced by environmental companies are very diverse. One of the
greatest difficulties is related to manpower (25% including C2, C3, C8, C9, C16, C19 and C20).
Quite a few consulting companies (C3, C9, C16, C19 and C20) highlighted the challenge of
recruiting and keeping employees with high qualifications, especially skilled mid-level managers.
As one interviewee (C19) said, “Ir is not difficult to recruit employees, but very difficult to
recruit the right person, and it is even more difficult to keep the right person for a long time.”
Two interviewees (C3 and C19) attributed this difficulty to the high qualifications required by
environmental work and the demanding working setting in this industry. Another two companies
(C2 and CB8) in the recycling industry also commented on labour issues. But different from
consulting firms, they focused more on the cost of labour as these companies usually had very
limited resources. As revealed by one recycler (C8), the cost of labour was not only associated
with salary, but more with the labour insurance which had put a heavy burden on them. In fact,
labour insurance was not only mentioned by recycling companies but also by others (e.g., C16
and C19). It appears that most insurance companies are not willing to provide insurance for
workers in environmental industries as insurance companies regard these people as “a high risk
group”. And when insurance companies or The Hong Kong Federation of Insurers are willing to
provide insurance service to environmental companies, they tend to charge a much higher
premium than for other industries.

Marketing issue or low market demand appears to be another difficulty facing companies in the
environmental industry (C3, C10, C16, C22, C23, C28 and C30). The market development in
Hong Kong was claimed to be extremely slow. A number of interviewees (C3, C10, C16, C22,
C23, C28 and C30) mentioned the challenge of convincing clients of the advantages of their
green products or services and the importance of environmental protection. As the environmental
awareness or knowledge of many clients was not high, they tended to hesitate over taking green
actions if they had to pay more for it. This is especially the case for environmental goods and
energy management services. Moreover, a few companies (Cl, C4, C17, C21 and C26)
considered that the existing government procurement policy tends to favour conventional and
proven technologies and products, and give less recognition to locally developed innovative
environmental technologies and products.

25% of the respondents regarded financial pressure (including high operational cost) as a
difficulty that inhibits expansion (C3, C5, C14, C15, C19, C24 and C30). A few interviewees
(C3, C14, C15 and C19) mentioned that it is very difficult for small companies to get loans from
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banks since most banks seem to be relatively conservative on environmental investment. It is
also difficult to apply for government funds, due mainly to the demanding approval criteria and
time-consuming application procedures.

In addition, four consulting companies mentioned technology-related issues which included,
among other things, technology application (C4), technological innovation (C29), and system
design technology (C9). One consulting company (C19) also revealed that weak R&D and a lack
of technology backup made it impossible for them to promote their services effectively. Besides,
one company (C9) expressed its concern over internal capacity building by stressing the
challenge of building up a professional team that was able to tackle all the project-related issues
in a detail-oriented way.

It is worth noting that land resource appears to be a special issue for the recycling companies
which require large storing space. They complained that land for doing recycling business in HK
was very limited and the rent was more and more unaffordable. There also seems to be a number
of problems associated with the Eco-park, one of the waste management facilities of the
Environmental Protection Department aimed at promoting local recycling industry. Most
frequently mentioned issues included excessive restrictions on applicants and a lack of relevant
supporting infrastructure and policies (e.g., rent period is too short to support a company’s
sustainable development).

3.2.10 Support from stakeholders

This section focuses on issues of support from two important external stakeholders groups,
namely, the local government and industrial associations. It includes findings on how responding
companies felt about existing support and what additional supports they expected from the
stakeholders.

Perception of existing support

Findings from the question regarding the adequacy of support provided by the local government
are very disappointing, as about 82% of companies (C1, C2, C4, C5, C7-9, C11, C14-19, C21
and C23-30) perceived relevant support to be insufficient. Only around 18% (C3, C10, C13, C20
and C22) were satisfied with the support the government had provided. One company (C20)
providing consulting services on environmental impact assessment (EIA) expressed great
appreciation for the introduction and strict enforcement of EIA Ordinance by the local
government: “If not for EIA Ordinance, we wouldn’t have had so many opportunities. The
government enforces it very strictly. We don’t have special difficulties currently.” One ESP (C13)
commented that “the direction of policy is to support the environmental industry. Mr. TUNG
Chee-hwa has done a lot. However, vested interest holders are not happy with this as they don't
want the existing rule to be broken.” Another two companies (C10 and 17) pointed out that the
government had begun to take the food waste problem seriously in recent years. One air purifier
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provider (C3) also acknowledged that the government had helped a lot in providing platforms for
business publicity and promotion (e.g., various exhibitions and SME promotion fund).

As for support from the industrial associations, overall speaking, 32% of respondents (C2, C7,
C13, C16, C20 and C23-26) thought that industrial associations were not helpful. On the other
hand, 9 companies (32% of all the companies interviewed and 50% of the total number of
member of HKEnvIA interviewed) (C1, C3, C5, C8, C9, C15, C19, C21 and C29) considered
that HKEnvIA helped promote the industry as a whole, although it might not be helpful for the
development of individual companies. It seems that the improvements of HKEnvIA in recent
years have gained appreciation from its members. One solid waste recycler (C15) gave his
opinion in this way: “I have joined HKEnvIA for 10 years. HKEnvIA used to have seminars and
sign various agreements with different Mainland EPDs, which are useless to me. But beginning
from this year, it seems to have changed its approach and tends to collect the views of our peers
to bargain with the Government. These changes are much helpful.” Another 25% (C10, C17,
C18, C22 and C27-29) named other associations such as Hong Kong Productivity Council,
Federation of Hong Kong Industries, The Hong Kong General Chamber of Commerce, and
various subsector-oriented associations to be helpful. Since environmental industry includes a
variety of disciplines and subsectors, subsector-oriented associations that are usually more
specialized appear to be more favourably received to some extent. As one integrated solid waste
management solutions provider (C17) noted, “HKEnvIA is too general in its scope and not very
active. More specialized associations seem to be better and fit the need of companies. We have
taken part in a lot of activities of Hong Kong Waste Management Association such as visiting
landfill and incinerators in Mainland China. These are more relevant to us and we can learn a
lot from the activities, so we are more interested.”

Expected support from stakeholders

From the Government

The environmental industry in Hong Kong seems to be in urgent need of appropriate external
support, as emphasized by interviewed companies time and again. Support from the government
is particularly needed. In general, changing the government’s mindset and attitude to provide the
right policy and financial support was deemed the most important and helpful in the viewpoint of
responding companies.

The government came under strong criticism for being too conservative in introducing and
adopting new technology. Several companies (C1, C7 and C17) suggested that the government
should be more open-minded and proactive in managing environmental issues through, for
example, providing more communication platforms and channels to listen to different voices.
Besides, the government should stay focused and insist on the right policy direction. Some
companies (C11 and C16) complained that their business was affected by the inconsistency of
government policy direction.
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Policy support in various areas was suggested by companies in the interviews. Examples include:
(1) solid waste management policies based on “polluter pays” principle (e.g., a systematic and
holistic recycling plan, comprehensive waste sorting regulation and mandatory glass bottle
recycling regulation), (2) food waste charging policies/schemes, (3) relevant standards and
guidelines on LED specifications and installation, (4) mandatory indoor air quality regulations
(not guidelines), (5) policies on promoting green products (e.g., governmental green procurement
policy) and (6) policy support for distributed generation and grid parity for renewable energy.

Financial assistance was also highlighted by interviewed companies as an important means of
support for promoting their business and brand development. Many companies (C2, C3, C10,
C14, C17, C19 and C23) believed that the government should make more funding available to
support various environmental initiatives (e.g., food waste recycling and renewable energy
power). The entry barriers should also be set lower with fewer restrictions for applications.

Other types of support needed from the government were also mentioned. For instance, one
company (C2) expected that if EPD could provide more comprehensive statistics regarding the
daily amount, types and sources of waste plastics, it would be tremendously helpful for their
plastic recycling business. To most local recycling companies, providing more land resources by
the Government was also deemed essential for their development. Some other environmental
services providers (e.g., C1) expected that the government should provide the industry with more
opportunities to participate in the governmental and public projects. Another interviewee (C9)
made a strategic suggestion, “If the government wants to help traditional industries to make the
transition, it should take the lead and do a little more in coordinating the integration of
traditional industry and environmental industry. Since Hong Kong’s companies have a higher
credibility and overall capabilities than the Mainland companies, if the local government could
negotiate with Mainland governments to reduce the influence of officials in business transactions
in the China market, the environmental industry will expand greatly”.

From industrial associations

Suggestion from responding companies on the support of industrial association mainly focuses
on two aspects. Industrial associations were expected to voice the issues and difficulties of the
industry so as to gain more support from stakeholders, especially the government. At the same
time, they should provide more tailor-made support to fit the special needs of different
environmental segments.

From local universities

A small number of companies (C3, C9 and C13) expressed their expectation of support from
local universities. It was suggested by one environmental technology consultant (C13) that
universities could set up incubation centers to help the development of local environmental
companies. Besides, universities were expected to train more talents that cater to the needs of
various environmental subsectors.
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3.2.11 Prospect of the industry

Companies in this study identified a number of development trends of the environmental
industry. In general, most companies were positive about the future of the industry. Many of
them (C1, C4, C9, C22, C26, C28 and C29) had also acknowledged that there would be a larger
market potential in Mainland China due partly to the strong power and determination of Chinese
local governments, as well as the larger scale of projects once that determination materializes
into action. In addition, many companies (C9, C20, C22, C25, C26, C28 and C29) expected that
the room for development of the environmental industry would be bigger than that of the
traditional industries. Some companies (e.g., C4 and C9) foresaw that the environmental market
would be more and more regulated in the future. However, a small number of companies (e.g.,
C8 and C16), understandably, were of the opinion that the future development of the industry
(especially those policy sensitive segments e.g., recycling) would depend largely on the policy
directions of relevant governments.
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Section 4: Discussion and Conclusion
4.1 Market Environment

The external market environment for Hong Kong’s environmental industry seems to be
characterized by strong competition and the domination of price concerns. Findings from this
study show that the market competition is becoming increasingly intense in general; for some
environmental subsectors (e.g., solar power and glass recycling), competition might be weaker
but the market also seems to be smaller, making it difficult to capture without policy support.

In the current environmental market, price is still a dominating factor that influences customers’
purchase decisions (which is even the case for government projects), followed by the quality of
services and goods that meet customers’ needs. Neither “brand image” nor “being green” has
been explicitly cited as an important factor considered by customers. This study reveals that
price competition put some companies in a difficult situation in balancing price and other
important attributes of their products or services such as advanced technologies application and
greener features.

Not surprisingly, technology is identified as the most important advantage that differentiates a
company from others in the fiercely competitive market. It is clear that the industry is highly
dependent on technological innovations and development. In fast growing markets like China,
greater emphasis on pollution prevention policies and corporate strategic environmental planning
have fostered advancing technological needs and created new market for environmental goods
and services. Therefore, enhancing the capabilities in developing and integrating innovative
environmental technologies becomes very important for Hong Kong’s environmental companies
to capture this valuable market opportunity.

4.2 Green Branding

Overall, this study shows a relatively contradictory picture of branding in Hong Kong’s
environmental industry. As discussed earlier, brand is not cited as an important factor in
customers’ purchase decision. However, over 60% of respondents from all the four
environmental segments acknowledged the positive effect of good brand image, which suggests
a relatively high recognition of brand importance in the industry. The fact that 36% of companies
obtain their business contracts through referral and recommendation by others has also to a
certain extent indicated that good brand image brings positive effect to sales. Key attributes of a
brand in the industry still focus on traditional aspects such as quality of products and services,
level of specialization and customer satisfaction.

When it comes to the question of the green brand, the picture is different. Surprisingly, “being
green” is not regarded as a key attribute of a brand in the industry whose products and services
are generally integrated with green features. Findings show that integrating the concept of
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“green” into products or services does not necessarily bring added value to the business. In the
experience of some responding companies, customers even tend to be more hesitant in making a
purchase decision when facing greener products because these products are often associated with
higher price. Although more and more customers have shown positive attitude towards green
products, most of them are still not willing to compromise on the price. Winning green awards
also appear to have little help on environmental companies’ actual sales.

Despite a high recognition of its importance, this study finds a low level of engagement in
branding in Hong Kong’s environmental industry. Branding is a systematically planned and
implemented process of creating and maintaining favourable images through managing corporate
behaviour, stakeholder communication and symbolism [8]. Due partly to intensive capital
required in the branding process and low perceived tangible return, a majority of companies,
especially the environmental service providers, had not put branding as a top priority or
dedicated resources to it. It is found that many companies had not developed a strategic branding
plan and did not even have full-time marketing staff at all. For those companies that claimed to
have engaged in branding, the initiatives they had undertaken were often unsystematic,
piecemeal and fragmented. All of these suggest that the environmental industry in Hong Kong is
still in the early stage of brand development. In view of the low business value of “being green”,
it comes as no surprise that few companies have attached importance to green branding.

On the one hand, with the increasingly stringent environmental regulations and growing
environmental consciousness, relevant demands have opened up new market on environmental
goods and services. On the other hand, whenever there is a perceived trade-off between green
brand and price/functional performance, the market tends to be less positive towards green brand.
The low appreciation of green brand makes undertaking green branding initiatives a challenging
endeavor for companies who seek to create value from these initiatives.

4.3 Barriers to Development

The development of environment industry in Hong Kong may be hampered by various obstacles.
The study identifies major problems in the following areas: regulation, capacity building, market,
finance, technology and land resources.

Although environmental regulations are one of the important driving forces for the development
of market demand, it may also create obstacles to development when they are insufficient,
uncertain or inconsistent. In this study, the development of environmental policy in some areas
such as waste management and renewable energy application is criticised for lagging behind its
neighbors (e.g., Taiwan, Japan and Mainland China). Uncertainty of environmental policies (e.g.,
solid waste management policies) and inconsistent application of regulations (e.g., less strict
enforcement of Sewage Services Charges than before) also put affected companies in a
disadvantaged position. Without doubt, all these regulation-related issues increase risk and
uncertainty for supply-side companies and inhibit the development of demand.
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Weak capacity building is probably the most important internal factor that hinders the
development of the industry. A key to capacity building is human capital. However, lack of
human capital, especially on the middle management level, seems to be a common problem
facing the industry. Due partly to high qualifications required by the industry and its tough
working environment, it is difficult for small companies to recruit suitable talents and keep them
for long. How to build up a professional team with all-round skills becomes an urgent problem
that needs to be solved in order to make the industry continue to expand.

Market barriers facing the industry are found mostly in the failures of the demand side market.
Low environmental awareness of customers, undeveloped markets for new products, lack of
information about new environmental solutions, and the small size of local market have all
accounted for low market demand on environmental goods and services. Moreover, being one of
the most important customers in the environmental market, the local government seems to hold a
very conservative attitude towards new environmental technologies and products, which
undoubtedly discourages the industry’s environmental technological innovation.

Like SMEs in many other sectors, limited financial resources and difficulties in financing exert
great pressure on the development of small companies in the environmental industry. The study
shows that small companies find it particularly difficult to get loans from banks, due not only to
investment risks associated with small-scale business, but also to special characteristics of the
industry perceived by investors. New environmental companies and initiatives are often
characterised by high level of uncertainty and high dependence upon a regulatory framework
beyond the control of the investors. Besides, although a small number of governmental funds are
available to the industry, the entry barriers seem to be overly demanding and the administration
procedures are excessively complicated, while the funding amount is not all that large.

In addition, technology-related issues such as weak R&D capacities and insufficient external
support in technological application and innovation are also regarded by some small
environmental consulting firms as barriers to a breakthrough in development. To the solid waste
recycling segment whose operation usually requires extensive land, lack of suitable land or
recycling park becomes a particular constraint. There seems to be a number of problems (such as
excessive restrictions on applicants and lack of relevant supporting infrastructure) for the
existing Eco-park provided by the government to the local recycling industry.

4.4 Recommendations

The future prospect of environmental business appears to be positive as this study reveals.
However, at the moment, both internal and external constraints inhibit the fast development of
the industry. Appropriate external support is imperative to overcome these obstacles and make
the industry thrive in Hong Kong.
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4.4.1 Recommendations to the government

Based on the forgoing analysis and discussion, we make the following recommendations for
governmental actions.

Prior to developing any supporting policies and initiatives, the local government should
change its traditional mindset and conservative attitude towards environmental issues,
and be more open-minded and receptive to new environmental solutions, in particular,
locally-developed innovative environmental technologies or products. The government
should also realize the significance of its role in creating the demand for environmental
technologies and products. Instead of stopping at “allowing the market to develop by its
own”, the government should introduce a demand-pull strategy and take a firm leadership
not only in developing and implementing public environmental policies and initiatives,
but also in other areas such as adjusting government procurement policy to favour
greener products and services.

The government should be more proactive in providing appropriate policy support in
various fields, particularly in the areas that place a significant burden on Hong Kong’s
nature environment such as municipal solid waste management and energy conservation.
As far as solid waste management is concerned, a holistic policy plan needs to be put in
place which should take into account the whole waste collection system (from waste
separation at source to waste transit in district centres to waste disposal at landfill sites)
and supporting infrastructure (e.g., recycling park / land). It will be effective to introduce
initiatives based on “producer responsibility” and ‘“polluters-pay-principle” such as a
waste disposal charging scheme in order to encourage waste reduction at source. With
regard to renewable energy, the government may consider developing policies that
support distributed generation and grid parity to promote wider adoption of solar power
and therefore create more market opportunities to the renewable energy segment. To
enhance energy conservation and regulate LED applications, relevant standards and
guidelines on LED specifications and installation should also be introduced.

The government should dedicate resources to the development of human capital that
caters to the needs of the environmental industry. Not only should the government
support various training and educational programmes aimed at cultivating environmental
professionals, it should also develop initiatives that entice suitable talents to stay in the
industry. Furthermore, the government should encourage and support local universities to
set up programs to groom the next generation of talents that will contribute to the
development of new environmental companies.

To enhance marketing capabilities of the industry, the government should provide
information support in areas such as the development trends of environmental markets
and technologies, possible trade leads, financing and investment opportunities, and
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technology collaboration opportunities. The government should also provide more
channels and platforms for the industry to market their products and services, enhance
brand awareness and increase corporate publicity. Cooperation with Mainland authorities
at different levels is also important to secure business opportunities for Hong Kong’s
environmental industry.

There is a need for the government to institute a long-running, coherent and
comprehensive campaign to publicise the virtues of environmental protection and
sustainable development widely. One of the most important aims of the campaign is to
encourage changes towards green consumption patterns in the whole society and thereby
create a booming market for green products and services.

4.4.2 Recommendations to industrial associations

In addition to recommendations to the government, we would like to make the following two
recommendations to industrial associations.

Industrial associations like HKEnvIA should play an important role in building a bridge
between the industrial sector and the government to voice the concerns of the industry
and seeking government support for industry development. It will be particularly helpful
for industrial associations to establish a Private-Public Partnership and develop regular
communication mechanisms with the government.

Given the variety of discipline included in the environmental industry, as well as the
notable difference between environmental subsectors, initiatives or assistance provided
by industrial associations to the industry should be more tailor-made and subsector-
focused. Also, supporting initiatives (e.g., training and information support) may not only
focus on important areas such as green branding and marketing as well as technology
development, but also on issues that are easily overlooked but significant to small
companies such as insurance.

4.4.3 Recommendations to the industry

The following recommendations are made specifically to the environmental industry in Hong

Kong.

Companies engaging in the environmental industry must have a passion, courage and
determination with a forward-looking vision.

To capture a larger market share, companies should strengthen their own capabilities on
technology innovation, specialisation and customised services delivery to differentiate
themselves from competitors in the increasingly intense competition.
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* Companies should attach more importance to green brand building. Green branding
should focus not only on the functional attributes of products or services (relevant
environmental advantages of the product/service compared to competing conventional
one), but also on the individual emotional benefits to the customers.

* Companies should enhance communication and coordination amongst various
constituents to increase the enthusiastic response towards environmental issues.

4.5 Conclusion

This report investigates the brand development of Hong Kong’s environmental industry by a
questionnaire survey among 334 companies in various sectors and interviews with 28 companies
in the environmental sector in the PRDs. Findings suggest that brand development of the
industry is still in its early stage of development. Since price competition still dominates the
market and the perceived business value of “being green” is low, green branding has not been
given sufficient attention. Due to both internal and external constraints, how to promote the value
of “green” and encourage green branding remains a significant challenge. Adequate and
favorable supports from external stakeholders especially from the local government are essential
to promote the development of the whole environmental industry.
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