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In September 2002 the Hong Kong government commissioned this
author and his research team to undertake amapping study of Hong Kong's
creative industries. Although the study results have not been officially
released, it could be made known that both the economic value and
employment pattern of Hong Kong's creative industries conform to the
international trend of exceptional growth, thus affirming the importance
of creative industries. For the study, Hong Kong's creative industries are
defined as: a group of economic activities that exploit and deploy creativity,
skill and intellectual property to produce and distribute products and
services of social and cultural meaning - a production system through
which the potentials of wealth generation and job creation are realized.
We analysed atotal of 11 sectors - advertising, architecture, arts, antiques
& crafts, design, film and video, digital entertainment, music, performing
arts, publishing, software & computing, television and radio.

Theidea of value chain and production system is crucia in understanding
the whole dynamics of the creative sector. By this concept the various
industries can be classified according to content origination, production
input as well as reproduction and distribution. Besides the core content,
theintegration of production input with reproduction and distribution also
involves a huge range of activities relating to trading and retailing,
professional services, reproduction and distribution, as well as the art
venues, museums and games centres. Other industry segmentsthat provide
internet connection and services as well as manufacturing input to the
creative processes of production are also related.

The creative industries are not a self-sufficient production system. They
interact with other sectors, thus resulting in an extended mapping of both
tangible and intangible values brought to society and the economy at large,
as portrayed by the following diagram.
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The boundary of creative industries with other sectors is increasingly
blurred. Theoretically, the more dependent economic activities are on
design and symbolic resources for value added, the closer they could be
drawn into the spectrum of the creative sector. Industries such asjewellery,
toy, fashion and garment, furniture and electronics manufacturing now
increasingly integrate with the process of cultural creation - Sony and IKEA,
for example.

Creative industries add values al so to the service sector and the community.
Leisure art, for example, give rise to elementary education and practice
for awide range of art forms encompassing pottery, painting, calligraphy,
musical instruments and performing arts, serving different markets
(education and leisure) and audience (youth, parents and amateurs).
Cultural tourism, on the other hand, capitalizes on creative industries to
turn sites of cultural heritage into tourist attractions. Through innovative
design and multi-media technologies, the renovation, manipulation and
presentation of heritage resources has become akey strategy in promoting
tourism.

When one considers the relationship of creative industries and the
development of urban space, the dynamics is phenomenal. For instance,
the British Tate Gallery of Modern Art is housed in adisused power station
and now forms an integral part of urban development to transform the
wider area of South Bank in central London. Tate Modern is not the only
example of the multiplying effects of the creative sector to urban
development - witness the community of artists, designers and
entertainment services in Poblenou, aformer industrial part of Barcelona,
or the cluster of cartoon, animation, software and multimediaindustriesin
Puchon of Seoul.

Despite their diversity and disparity, creative industries share alot of
attributes, and some have formed industry clusters on account of their
geographic proximity and interdependence. For example, publishing,
advertising and mediacompanies arerelatively concentrated in the districts
of Causeway Bay, Quarry Bay and North Point. In the broader context,
with theinevitable merging of Hong Kong with the Pearl River Delta(PRD),
the clustering effect could well extend across the border. Besides
manufacturing, more and more service industries like media companies,
printing firms, studios and software companies are now setting up branch
officesin the PRD. In the foreseeable future, many of the component
industries of the creative sector will merge with the PRD. To study the
geographical distribution of these firms, their investment scale as well as
their economic integration with the PRD is of paramount importance in
understanding the inevitable partnership between Hong Kong and
Guangdong Province ]
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As Hong Kong's information technol ogy
(IT) flagship, the Cyberport isan ideal place for
nurturing I T businesses and talent, especially
those engaging in I T applications, information
services and multi-media content creation. The
project is progressing well - an IT cluster,
comprising [20]-odd companies and
organizations as tenants, has been created and is
expanding.
One of the niche industries for Hong Kong and
for Cyberport is, as identified in the Chief
Executive's 2003 Policy Address, the creative
industries. This covers a wide spectrum of
specialities, ranging from performing arts,
advertising to digital entertainment, software
development and games/animation production.
To achieve quick but sustainable results, the
Cyberport has focused its efforts on two
important elements, namely, digital
entertainment and wireless/mobile services.
Both are fast growing and vibrant industries; and
will thrive best in an environment where thereis
acritical mass of creative people, excellent IT
facilities back-up, and suitable government
support ininfrastructure and technical assistance.
Equipped with these characteristics, the
Cyberport is poised to become abreeding ground
for these two industries.

Digital Media Centre (DMC)

The strengths and potential of our digital
entertainment industry have been demonstrated
by the numerousinternational awardsit haswon
over theyears. Nonetheless, many of the players
are small and medium sized enterprises (SMEs)
who lack the means to implement their
innovative designs and ideas. To spearhead the
development of the industry, the Cyberport has
decided to build a Digital Media Centre (DMC)
to provide the necessary hardware, software and
technical support.

The DMC will be equipped with state-of-the-art
digital media facilities to enable the creation,
manipulation, publishing and storage of high
quality audio and video materials, benchmarking
the standards of thosein the USand Asia. The
main facilities and services of the DMC include:

« A high definition ready video studio for small
scale production with real time virtual set
system.

» An audio studio enabling voice recording,
music and effects editing and mastering for
DTV and DVD, web streaming and
distribution.

» Multimediaworkstationsfor non-linear video
editing, animation and compositing, graphic
production, and multimedia authoring.

» An audio/video production centreincluding
facilities for analogue, digital and high
definition video, digital media recording,
encoding, streaming and distribution links, and
35mm film recording.

« Storage solutions.

* A networked render far m to support magjor 3D
modeling and animation software.

» A motion capture system, enabling multi-
person simultaneous capture, and 3D scanning
systems for head and full body scanning.

In addition, the DMC will provide technical
consultancy aswell as organise training courses
and marketing/promotion activities.

We will fast-track the development of the DMC
for completion by end 2003. We believe those
in the digital entertainment industry, whether
Cyberport tenants or not, will make good use of
thefacilities to assist their productions.

Wireless Solutions Development Centre
(WSDC)
With over 6.3 million subscribers, Hong Kong
has one of the highest (over 90%) penetration
rates of mobile phonesin the world. However,
only 250,000 (or lessthan 4%) of the subscribers
make use of mobile data services. Thisis
negligible when compared to the penetration

There
is hence much room for adoption of mobile data
services in Hong Kong, both by consumers and
enterprises.

rates in Japan (70%) and Korea (80%).

Again, most of the developers of mobile and
wireless solutionsin Hong Kong are SMEs who
have limited access to the operator-specific
platforms and vendor-specific hardware to test
and market their products. Nor do they possess
information about the industry trends and
technical standards adopted by different
operators or handset manufacturers. Bridging
the developers and the operators/manufacturers
will not only speed up development cycles but
also broaden choices.

In early 2003, the Government decided to set up
a Wireless Solutions Development Centre
(WSDC) in the Cyberport. The Centre aims to
provide “End-to-End” support for developers of
wireless and mobile communications solutions.
It will comprise, among others, the following:

(@) A number of development suites with
connectivity to al the mobile networks for
testing of solutions.

(b) A library of technical information and
industry standardsto beincorporated into the
iResource Centre in Cyberport.

(c) An exhibition area to display solutions
developed by Centre users.

In addition, the WSDC will organize promotion
activities and partnership events to help
developers market their innovations overseas and
in the Mainland, training courses on latest
wireless and mobile technologies, and
networking forumsto facilitate dial ogue between
operators/vendors and developers. The Centre,
to be ready by November 2003, has good
potential to become a wireless and mobile
services hub in Hong Kong. [E]
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Hong Kong : The Logistics Heart of Asia
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Located in the heart of Asiaand at the southern door-
step of China, Hong Kong is a well-established international
transportation and logistics hub. Our natural deep sea port
handled over 19 million twenty-foot containers in 2002, thus
retaining the title of the world's busiest container port for the
ninth timein the past ten years. The state-of-the-art Hong Kong
International Airport ranked first in international cargo volume
ever since commissioning in 1996 and has been awarded the
Best Airport and the Cargo Airport of the Year for two
consecutive yearsin 2001 and 2002.

Major initiativeswill beimplemented in 2003 to further enhance
our logistics competitiveness. We will select a suitable sitein
North Lantau for the private sector to develop a value added
logistics park to cater for high value, time-critical merchandises.
We will also take forward the development of a Digital Trade
and Transportation Network system to improve the speed and
reliability of information flow within the supply chain and
reduce cost. Thefirst berth of Container Terminal 9 will come
into operation in July. Coupled with enhanced port efficiency,
it will increase the planned handling capacity of the Hong Kong
port by some 4 million TEUs upon full commissioning in 2005.
Wewill complete the Study on “Hong Kong Port - Master Plan
2020" by the end of the year, and formulate a competitive and

sustainable strategy and master plan for Hong Kong's port
development in the next 20 years. The Express Cargo
Terminal, scheduled to start operation in 2004, will
increase the cargo handling capacity of the airport by 440
tonnes per day.

Enhancing co-operation and connectivity with our
hinterland is also high on the agenda. We have jointly
commissioned a study with the State Development and
Reform Commission to explore rooms for cross-boundary
co-operation on logistics development and confirm the
feasibility of developing logistics pipelines and inland
freight villages. An additional bridge will be built to
connect Lok Ma Chau in Hong Kong with Huanggang in
Shenzhen to double the capacity for freight vehicles. The
Shenzhen Western Corridor, which is now under
construction, will also facilitate cargo flow and reduce
freight transport costs. A bridge linking Hong Kong with
the western Pear| River Deltaregion isalso being pursued
asapriority project.

On top of our excellent hardware and software, the success

of Hong Kong's logistics industry relies ultimately on the
renowned flexibility, reliability and resilience of our
logistics enterprises. With the Hong Kong Logistics
Development Council providing aforum for private and
public sector players to work in close partnership, we are
confident that the logistics sector will continue to prosper
as one of Hong Kong's major economic pillars.

A Pillar of Hong Kong Economy -

Financial Services

Financial Services Branch

Financial Services and the Treasury Bureau

A combination of factors, including a favourable
geographical |ocation, excellent communication networks, free
flow of information, robust legal and accounting systems,
availability of global professiona expertise, alevel playing field
for all market participants, a sound regulatory regime, no
restrictions on capital flows, the world's freest economy, and
close proximity to the Mainland market, has helped establish
Hong Kong as a leading international financial centrein the
region and the premier capital formation centre for the
Mainland.

The financial services sector encompasses key services such
as banking, securities, insurance, fund management and other
related services. The sector employs about 6 per cent of Hong
Kong's working population, or around 180 000 people. Being
ahigh value-added sector, its activities account for a sizable
share of GDP, at around 13 per cent.

The Government'’s policy is to maintain and develop an
appropriate legal, regulatory, infrastructural and administrative
framework, which aimsto provide alevel playing field for all
market participants, to maintain stability of the financial and

monetary systems and to enable Hong Kong to compete
effectively with other major financial centres.

Recent major new initiatives include upgrading the
corporate governance of listed companies and the quality
of the equity market, enhancing investor protection and
facilitating the introduction of new investment products
in the market.

Significant achievements are highlighted below -

« Hong Kong is the world’s 12th largest banking centre
in terms of external assets at end-September 2002 and
7th largest centre for foreign exchange trading at April
2001.

Hong Kong's stock market is among the world'stop ten
markets in terms of market capitalisation.

« The Hong Kong dollar debt market is growing and
outstanding Hong Kong dollar debt reached $544 billion
at end-March 2003.

» The Securities and Futures Ordinance commenced
operation on April 1, 2003 and seeks to bring the
regulatory regime on a par with international standards
and practicesto promote afair, open and orderly market.

« Atend-March 2003, total assets of Mandatory Provident
Fund (MPF) schemes grew to about $59.3 billion. About
94 per cent of the employers, 96 per cent of the relevant
employees and 76 per cent of the self-employed persons
have enrolled in MPF schemes.
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Summary of Key Statistics of Hong Kong and Other Economies

Economies Q202 Q302 Q402 Q202 Q302 Q402
1. Labour Force Total employed persons ('000) Unemployment rate (%)
Japan 63540 63 660 63307 5.6 53 52
Republic of Korea 22424 22416 22326 31 3.0 3.0
Singapore N.A. N.A. N.A. 43 4.6 4.2
USA 134149 134568 134 364 59 57 59
Hong Kong* 3200 3249 3270 7.7 74 72
2. Sectoral Employment (%) Manufacturing Services
19.0 188 18.7 64.7 65.0 65.5
Republic of Korea 19.0 188 19.0 62.9 63.1 63.6
USA 125 124 123 79.8 79.8 79.9
Hong Kong* 6.3 59 57 84.0 84.2 843
Year-on-year rate of change
3. Gross Domestic Product (GDP) in real terms (%)
Japan -0.2 +18 +2.6
Republic of Korea +6.6 +5.8 +6.8
Singapore +3.8 +3.8 +3.0
USA +2.2 +3.3 +2.9
Hong Kong +0.8 +34 +5.1
4. External Trade Trade balance - goods Trade balance - services
China, mainland of (US$100 Mn) 61.0 65.8 104.0 N.A. N.A. N.A.
Japan (BnYen) 3,093.3 2,889.8 3,087.5 -1,319.0 -1,386.7 -1,416.5
Republic of Korea (US$ Mn) 4,369.5 2,826.0 3,865.3 -1,598.1 -2,2245 -2,138.7
Singapore (S$ Mn) 7,041.8 9,037.3 10,199.3 651.7 1,400.6 945.3
USA (US$Bn) -122.6 -122.9 -132.3 132 126 120
Hong Kong (HK$ Bn) -16.4 56 56 37.2 414 52.9
Year-on-year rate of change (%)
5. Financeand Consumer Prices Lending rate (%) in Consumer Price Index
China, mainland of 531 531 5.31 -11 -0.8 -0.7
Japan 138 138 138 -0.9 -0.8 -05
Republic of Korea 6.72 6.67 6.59 +2.7 +2.5 +3.3
Singapore 5.40 535 535 -0.4 -0.4 +0.1
USA 4.75 4.75 4.45 +1.3 +1.6 +2.2
Hong Kong 513 513 5.00 -32 -35 -29
Notes: 1. ‘N.A. denotes not available.
2. Statistics on labour force, employment and gross domestic product for the mainland of China are available on ayearly basis.
3. Statistics on employment for Singapore are available on ayearly basis.
4. For Hong Kong, the rates of change in consumer prices shown above are based on the Composite Consumer Price Index. It
has been rebased with new expenditure weights.
5. Some figures for periods before Q4 02 are revised based on updated data available.
# With the availability of the results of the 2001 Population Census as up-to-date benchmark population data, the figures have been revised.
Sources:  International Monetary Fund
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