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Innovation Leadership Interviews
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LEADING INNOVATION FOR
REAL ESTATE BUSINESS

LESSONS FROM HONG KONG'S
LEADING DEVELOPER
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Interviewed by Dr. Hube

Henderson Land Development is a leader in putting innovative
solutions to work in the more traditional industry of real estate
development. As evident in its use of smart home technologies
long before its competitors are belatedly following suit, and
before companies like Apple and Google are building the
technologies in their smartphones, Henderson already integrates
home automation capabilities in its projects over 14 years ago.

What motivated Henderson to embark on a journey of innovation
was a sea change in the property market, when the first-hand
sales of residential units starts its long-term decline from almost
100,000 units yearly before the Year 2000 to around 10,000 units
today. The combination factors in falling supply of developable
land parcels and softening marketing demands have intensified
competition among the developers.

What's more? Every new project, by definition, is unique from
its inception; hence from the perspective of Henderson'’s Sales
Department, every time there is a need to create something
different. The sheer volume of projects Henderson has, and the
fact that every project is unique in and of itself just compounds
the challenge.

In the Henderson Group, the team understands that they are faced
with the blessing of having many projects but also the problem of
having to come up with unique design for every one of them. They
have relied on creativity to overcome this problem. In other words,
to remain competitive, you must innovate, innovate, and innovate.

Interview with Mr. Thomas Lam, General Manager of Sales (1)
Department of Henderson Land and who has been at the forefront
of these innovations, has enabled us to identify important
leadership lessons learned in innovations that, if conducted
properly by traditional business, such as real estate, can bring
huge benefits to the business.

Modern innovation is more about elegant
integration than invention

You don't have to be an inventor to be innovative. You must have
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Mr. Thomas Lam
General Manager, Sales Department (I)
Henderson Land Development Co. Ltd.

BRI S IET PR B & () SPHBIE IR

Innovation distinguishes between a lea
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the willingness to proactively search for external technologies
and ideas, and integrate them elegantly.

“I think real estate development is especially innovation driven,’
Thomas likes to point out a modern home, be it a flat or a town
house, is a highly complex, multi-faceted product. “Because there
are so many aspects of product features combined to make up
any real estate project, ranging from land purchase, foundation,
infrastructure, superstructure, decoration, facade, layout,
marketing, sales transaction, financial arrangement, all the way to
the long period of after-sales services. Unlike a digital camera or
simpler products, with so many inherent aspects in our product,
the need for elegant integration has never been greater.”

An example of recent innovation is in designing the layout of
its “Studio Flats”” This type of flats, at around 160 to 200 square
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feet in salesable area, is gaining in popularity in recent years. But
one common shortcoming for this design is that its layout often
includes an unavoidable entry corridor that takes up almost a
tenth of the usable areas. Taking cue from the interior design of
a business class cabin or a super yacht, Henderson'’s architects
turn the corridor space into part of the kitchen and tightly integrate
various amenities, such as microwave oven and refrigerator, into very
accessible locations, thus releasing the otherwise idle space into
places where the residents can comfortably prepare their meals.

Leadership is instrumental in fostering a
climate for creative thinking

Creative ideas are often high risk and run counter to tried-and-true
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strategy. Itis no wonder that the rank and file of an organization,
when left to their own devices, would prefer the less original but
proved-to-be-effective path. Adopting home automation by
Henderson is such a case in point. What is required to counteract
this tendency is often leadership from top management. In this
regards, Henderson is in an enviable position since innovation is
part of Henderson’s culture that receives wholehearted supports
from top management.

Moreover, a leader knows how to balance his own creative
ideas and those from his subordinates. He avoids being overly
dominantin the creative process, such as when choosing a design,
such that subordinates are comfortable in offering, shaping and
refining their inputs.

Thomas allows a level of autonomy and freedom to accomplish
tasks in ways the subordinates see fit. He said that creativity
does not occur under high-pressure environment, and the team
is encouraged to speak freely. To avoid “groupthink,” he often
withholds his thought during the initial discussion and prefers
to be a facilitator during the meeting. “I do not manage with
a directive leadership style and often do not attend the first
few design meetings in which feature list of a project is being
devised,” Thomas went on. “My principle is to let my team start
on the problems and do the creating first. | will come in during
the middle and latter part of the process and look at the outcome
from a fresh perspective. Decision to go or not is based on
whether the ideas deviate from our group culture and whether it
is justified from the risk management’s perspective.

Choosing what to innovate is an important
leadership task

“We do not innovate for innovation’s sake” Thomas would
remind us repeatedly. “A balance is necessary in choosing what
to innovate.” The direction of innovation discovery is a frequent
discussion topic during day-to-day meetings.

Some innovations are market driven while others are driven
by technology breakthroughs. Henderson'’s leadership strives
to strike the balance on how quickly to innovate with an eye
on its potential impact on, among many things, the customer
satisfaction and the profit and loss statement of the business.

As a specific example, Henderson adopted in recent year an
innovative “top-down construction method” for the construction
of very tall buildings. In the conventional process, the construction
team would start with the foundation and after that move to the
superstructure. The whole building will gradually go up floor by
floor according to a construction plan, and one activity on the so-
called “critical path” cannot start until its predecessor activity is
complete. Thus, the project’s completion date is constrained by
this critical path, which makes dramatic reduction in construction
time impossible.

In light of this restriction, the new “top-down construction
method”turns the critical path on its head by quickly building out
the skeleton of the superstructure while they come back to flesh
out the various parts simultaneously. Once you have built the

A

EREEERIRR, R NEEEIEN B NRET
RETHRE -

MERZB TEBHEE —CERELMRIFEH - DUbFR
REENAETREE  -MERGSERETNREAE
o BREZEHARE - /YES "RERE - ME
AMNRIERESREECHRE  EEREEZETD
ZAE—ESIENAR - "“BASLUIEEUNEEHIK
- BABA2MATMNRAEE > BEERBZHE
® o MERMEES - "BRNRAIRERNEREEZTF
A > FIRAE - RSETRNRPBAKSE > f—@
2HNAEERFERYR - BREZAIBERSRIMER
XMt~ RENGRRER  RERSHEME -

EERFMTEE —RERNREEH
BRHAR/TRIFMAF - MER-—BRER

9o “RUIFTHE - WAFERE" - RBERIFHITT A

RERGEAEIWMNEE -

HARIFRUTIZRERA > 5 —a0 R UBRZEE
RERN - BENAEBER D FEAF FRNEES
& BEEETAEREENREER -

EBREIFE-ERBNERTERA —E/IMH “PE
N RERE  ERERMBENGT - EERERD
BEBERABEMMARBER LHRE - BERER

2017 Official Guide to ICT Industry in Hong Kong



framework, the developer can choose to build specific portions
of the building first, without being constrained by the old
construction program. The end result is you can reduce the time
it takes for completing the entire project or you can complete
certain parts much earlier. Compressing the project schedule
by as much as one third would allow the developer to apply for
“Occupancy Permit” which will let the developer to earn revenues
much earlier. Any increase in construction cost with this approach
is more than justified by the accelerated earning from the profit
and loss perspective.

Risk management is key to successful
innovation

In essence, innovation involves risk and uncertainty. A good
innovation leader knows how to manage its risks successfully. At
times, the leader will have to provide explicit guidance necessary
to open up a new path and accept all the uncertainty the new
path entails. But more often this also means learning from failures
and controlling the fallouts resulting from them.

“In the R&D business, it is not unusual to have a high failure rate,
say you might fail nine out of ten times you try,’ Thomas said.
“But the same cannot be said for property development because
a residential flat is not just an usual product; to most people, it
is also a valuable investment representing lifetime savings. It is
for this reason that Henderson would take a cautious approach
in evaluating innovations, tending towards practical ones that
have proven merits for the homebuyers. Using an auto industry
analogy, Thomas illustrates that major auto manufacturers roll
out new features in the peripherals and decorative areas more
frequently, while changes with safety implications, such as those
relating to the engines, tend to come more slowly and cautiously.
For Henderson, the same risk management strategy would apply.

Creativity flourishes on an open and free
communication platform

Communication can stimulate innovations among the team
members and the leader must constantly share his vision and
strategy to guide and encourage the team toward the right path
and to keep them engaged and intrinsically motivated.

To foster communication among the four pre-sales teams so
that any promising innovative ideas are shared quickly among
the teams, Thomas would chair bi-weekly meetings with eight
other presales team members, comprising of architects, surveyors
and other professionals. The purpose of the meetings is to
deliberate the product features going into each project, including
consideration of any innovative feature in every aspect of the
project from architectural design, construction methods, building
technologies, marketing methods, to integration of the latest
electronic and IT technologies.

Be prepared to exert direct influences on the
creative process

Innovative leaders are often seen as managers of creative
minds rather than originators of creative ideas. One of the most
important ways a leader has to influence Innovation is in the
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decision he makes during the creative process. As mentioned
earlier, Thomas would prefer to step in during the middle or even
the final stage of the creative process, and shape the innovation
that is to emerge and choose finally what product features make
their way to the market.

Another way when a leader can exert direct influences is in
setting the vision and strategy for the team. In light of the steady
and ample supply of redeveloped urban sites in its portfolio over
the next decade, Henderson has devised an innovative marketing
strategy that fits the long-term corporate strategy. By grouping
together all of these smaller urban sites under a generic brand
name umbrella called “The H Collection”, Henderson would
be able to leverage again and again the dividends from the
investment it made during the initial promotion of the The H
Collection brand. Because of the economy of scale from having
so many developable sites with similar characteristics, Henderson,
by adopting this innovative strategy, can enjoy substantial cost
savings in its efforts for brand awareness, promotion of project
features, and cost of closing sales for a long time to come.

When asked about his proudest innovation, Thomas pointed
to the record-breaking $100,000-per-square-feet masterpiece,
called 39 Conduit Road, on the Mid-levels that is, in his own
words, a large package full of innovations ranging from layout,
facade, technologies, to clubhouse amenities. Snapping up these
luxury flats ranging from 2100 to 5700 sq. ft. in size, sophisticated
and high-caliber buyers are casting votes of confidence in the
innovations this project represents.
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