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KEY POINTS

The innovation policy landscapes in Hong and

Shenzhen differ considerably, with Hong Kong’s

ISSUE

largely fragmented and duplicative and Shenzhen’s

concentrated but less extensive
In 2019 the Chinese government launched the Greater Bay Area

Together Hong Kong and Shenzhen constitute at (GBA) initiative, a program designed to link major municipal

best a weakly integrated cross-border regional economies in southern China to form an integrated business hub

innovation system and in particular to create a major global center of innovation.

The GBA will include eleven municipalities, including Hong Kong
The two cities should pursue opportunities for policy and Shenzhen. In a recent study | and my coauthor focused on these
coordination regarding overseas talent recruitment, two cities to examine the relationship between innovation policies
collaborative R&D, strengthening regional in Hong Kong and Shenzhen. The study’s findings shed light on

competitiveness, and supporting start-ups the current state of innovation in an important part of the GBA and

generate policy implications with relevance to the GBA initiative.
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The theoretical basis of the research reflected a recent development
in innovation studies, which focuses on what are known as
innovation systems. Our study of Hong Kong and Shenzhen focused
on innovation policy through a relatively new innovation-studies
lens provided by the concept of a cross-border regional innovation
system (CBRIS). A CBRIS involves innovation-related economic
relationships that cross borders, usually national borders. In our case,
though, various factors suggest that differences between Hong Kong
and Shenzhen — especially cultural and political differences — make it
plausible to treat any coordination of economic activity between the

two cities as contributing to a cross-border relationship.

The key issues driving the study were, first, the relationship between
innovation policies in Hong Kong and Shenzhen and, second,
whether — and the extent to which — the two cities’ efforts to spur
innovation constitute a CBRIS. The task then was to identify the
stage of development that this CBRIS has reached and to consider
its future prospects given the current state of affairs in Hong Kong

and Shenzhen.

ASSESSMENT

The CBRIS literature identifies five tasks that must be completed to
establish a vibrant CBRIS, which include socializing the public to
embrace the idea, promoting a regional identity, using policy to
incentivize two-way knowledge flows over the border, establishing
organizations to facilitate the bridging of gaps in innovation on
either side of the border, and stimulating dialogue between cross-
border policy networks and civil society actors. The first two of
these tasks contribute to promoting the idea of a CBRIS-oriented
relationship politically, while the fourth and fifth encourage
communication and cooperation. Taken collectively, those four
tasks suggest that creating a vibrant CBRIS depends on policy
coordination and proactive communication between the relevant
institutional actors. Standing in the way of these goals is knowledge
asymmetry across the border. To gauge the degree of knowledge
asymmetry between Hong Kong and Shenzhen, we focused our
study on the third of these five tasks, seeking to understand the
extent to which innovation policy in Hong Kong and Shenzhen
either does or could be made to drive knowledge flows between

the two municipalities.

To address this question we first assessed the state of the innovation
policy landscape in the two cities. While policies alone are unlikely
to resolve all the differences that might affect a regional innovation
system, they play an indispensable role and we therefore sought

to measure the nature and extent of collaboration between policy
actors in Hong Kong and Shenzhen, the contributions that relevant
organizations make to such collaboration, and linkages between

both existing and emerging policy spaces.

Hong Kong and Shenzhen differ along many regional dimensions,
including history, culture, economic structure and performance.
They also differ along key socio-political dimensions, in particular
regarding the respective configurations of their social and
governmental institutions. Their relationship was driven initially by
a bottom-up process that saw Hong Kong manufacturers relocating
low-value-added industries to Shenzhen following the opening-up
in 1979. This process played out against a backdrop featuring little
in the way of formal contact between governing authorities, and
even after the 1997 handover of Hong Kong to China there was
much greater enthusiasm for the relationship in Shenzhen than

in Hong Kong (spawning references to “fortress Hong Kong").

This arrangement began changing following the 2003 SARS
outbreak, as the two cities formally adopted innovation initiatives

in 2006 and 2007.

For its part, Hong Kong's innovation policy apparatus, which began
emerging in 1997, languished for years as it functioned reactively
rather than proactively and was almost always behind the curve

in supporting innovation. More importantly, it has suffered from a
chronic lack of policy coordination across the government agencies
that have been responsible for devising and implementing policy.
Shenzhen, on the other hand, has largely adhered to central
government policy directives regarding science, technology, and
innovation, although it must be acknowledged that it has enjoyed a
greater degree of autonomy in this respect than other major Chinese
cities. This has nevertheless resulted in a top-down approach in
which the government plays an active role in providing direction for

certain economic sectors.
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To measure the degree of policy coordination between comparable
agencies in Hong Kong and Shenzhen, we employed an analytic
technigue known as hierarchical cluster analysis (HCA). Using HCA,
were able to map the innovation policy landscape across the

Hong Kong — Shenzhen CBRIS to identify areas in need of
development as well as opportunities to enrich the regional
innovation system. We focused on innovation policies in the two
cities for the period running from 1 January 2013 through 31
December 2018. For this study, a “cluster”is a group of policies/
agencies that are similar in focus. Figure 1 outlines the structure of

the analysis schematically.

Regarding innovation policy in Hong Kong, our analysis revealed that
its innovation policy landscape features many policies and agencies
with little interagency coordination. In spite of this fragmentation,
however, there is considerable overlap across agencies in terms of
innovation focus. It is therefore not unusual to find multiple agencies
in Hong Kong embracing the same responsibilities while focusing
on the same policy objectives. Innovation policy in Shenzhen is,
however, highly concentrated, reflecting the top-down structure

of its policy landscape. As a result, there is considerably less overlap
in the responsibilities that individual agencies assume to devise

and implement innovation policy. In short, then, Hong Kong's

and Shenzhen's innovation policies are markedly different from

one another. Hong Kong's innovation policies are multitudinous,
fragmented, and overlapping, whereas Shenzhen's polices are more

specifically targeted and more clearly differentiated.

Figure 1. Methodological Approach to CBRIS Analysis

Stage 1:
Hierarchical cluster analysis (each for Hong Kong and Shenzhen)

Collected data on innovation policies in HK and SZ based on the criteria by
EU Innovation Policy Classification System

Generated binary variables to describe the policies using 3 criteria: a)
agencies responsible; b) policy target, and; c) policy content

Reduced the number of binaries in two ways (see right bars for elaboration)

Combined variables whose
attributes are closely similar (e.g.
when variables relate to types of
incubators supported)

Removed ambiguous variables
(e.g. when most of the values are
‘0's, or the variable ‘asks for clear
deliverables’)

Generated dendrograms based on the simplified set of variables and
selected policies

Estimated the number of optimal clusters, and measure the degree of
dissimilarity / differentiation between observations (policies) given the

presence of optimal clusters
Stage 2:

Synthesis of results (identification of areas of potential collaboration)

Identified areas of potential collaboration between HKand SZ (see right bars
for elaboration)

Second: Fourth:
First: Review Match and Label these
Review the e areas based
dendrograms policies and on common
clusters objectives

policies cate e

and clusters

Table 1. Opportunities for Policy Collaboration between Hong Kong and Shenzhen

Common Collaboration Area

1. Overseas talent recruitment Visa schemes to attract talent

Clusters of Innovation Policies (HK)

Clusters of Innovation Policies (SZ)

Funding incentives for overseas returnees and
talent and start-up activities

Applied R&D and technological innovation

2. R&D in science, technology,

and innovation
for universities

Enterprise competitiveness and upgrading

. L Financing schemes
3. Enterprise competitiveness

Technology development (for enterprise

R&D intermediaries Research funding

Funding and other support for applied R&D or
science/technology-related activities

Enterprise competitiveness (non-technical,
mainly for small businesses)

Enterprise competitiveness (technical)

competitiveness and skills enrichment)

4. Support for start-up
development

Incubation support for start-ups

Internship program for start-ups

Funding incentives for overseas returnees and
talent and start-up activities
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The extent to which Hong Kong and Shenzhen can further establish
and strengthen their mutual contributions to what is now a weakly
integrated CBRIS depends, critically, on identifying areas in which
their innovation policies can be aligned through collaboration.

We identified four such areas: 1) talent recruitment from overseas;
2) joint R&D in science, technology, and innovation; 3) enterprise
competitiveness; and 4) support for start-up development.

The accompanying table summarizes these opportunities.

RECOMMENDATION

Leveraging cross-border cooperation to build a thriving CBRIS
depends on governance based on trust, learning, partnerships,

and flexibility. Encouraging such cooperation is challenged by
historical tensions and the dynamic, constant reconfiguration of
distinct actors with divergent interests. We argue that policymaking
agencies in Hong Kong and Shenzhen must focus on aligning
diverse stakeholder interests and reform policy incentives to
complement those interests. In this regard, strengthening two-way
exchanges between stakeholders requires long-term investments in
building regional social capital and embedding stakeholders in

the system.

Any given agency may be responsible for multiple areas of policy
implementation and delegate the corresponding responsibilities

to multiple divisions, potentially creating communication gaps.
Improved within-agency as well as interagency cooperation

across the Hong Kong-Shenzhen CBRIS would help to defragment
innovation policymaking. This process should begin with the four
areas of opportunity summarized above. There is considerable space
for extending cooperative actions with respect to recruiting overseas
talent, incentivizing collaborative R&D, strengthening regional

competitiveness, and fostering a strong start-up culture,
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