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1. Introduction

The Hong Kong Digital Entertainment Association (HKDEA) was sponsored by Create
Hong Kong (CreateHK) of the Government of the Hong Kong Special Administrative
Region (HKSAR) to commission the Hong Kong Productivity Council (HKPC) to
administer the Hong Kong Digital Entertainment Industry (HKDEI) Survey.

To facilitate independent research, the Centre for Communication and Public Opinion
Survey (CCPOS) at the School of Journalism and Communication, the Chinese
University of Hong Kong was commissioned in December 2015 to conduct the study
collecting industry players’ views and opinions on the HKDEI.

2. Survey Objectives

To obtain a clear picture of the profiles, business performance, market trends,
participation in the Mainland market and outlook of the five digital entertainment
sectors, namely comics, computer animation, digital effect, game and interaction
design.

To identify the strengths, weaknesses, opportunities and threats to the digital
entertainment industry for assisting the industry in formulating appropriate strategies
for developing the industry.

3. Methodology

This survey was divided into two parts: an online questionnaire survey and focus
groups.

3.1. Online Questionnaire Survey

The online questionnaire contained 34 questions. The data collection period was from
December 10, 2015 to January 26, 2016.

A total of 1,100 questionnaires were sent through email to the companies of the
HKDEI inviting them to complete the online questionnaire.



Distribution of Participating Companies

Hong Kong Comics Industry 34.0%
Hong Kong Computer Animation Industry 19.0%
Hong Kong Digital Effect Industry
Hong Kong Game Industry 23.8%
Hong Kong Interaction Design Industry
0‘% 5“’/0 16% 15‘% 20% 25% 30% 35% 40%

1) Hong Kong Comics Industry includes both individual artists and comics companies.

In total, 147 completed questionnaires were ultimately received. Although 1,100
emails were sent, some of the companies did not respond. Under the estimation made
by HKDEA, the estimated number of companies, including individual comics artists, in
the HKDEI was 513, therefore the response rate should be 28.7% (147/513).

Data was collected in the strictest confidence and was used for analytical purposes
only. Only aggregate statistics would be published without revealing any information
related to individuals.

3.2. Focus Groups

Five focus group discussions were conducted in late February 2016, namely the comics,
computer animation, digital effect, game and interaction design industries.

The duration of each focus group discussion was 1.5 to 2 hours. Each focus group
had 5 to 8 participants who were selected and invited by HKPC. “Different scale of
companies” was used as the main criterion in selection of focus group participants.
The discussion topics in focus groups included the development of the industry and
suggested measures to the Government in assisting the industry.

41



42

4.

Major Results from Questionnaire
Survey

4.1. Company Structure

Nearly half of the participating companies (48.6%) were established between 2011
and 2016. (Table 6.1.1.)

Most of the companies’ investors (96.0%) were from Hong Kong or Macau. (Table
6.1.2.)

Many companies (75.9% and 83.6% respectively) did not have branches in the
Mainland or overseas. (Table 6.1.3. & 6.1.4.)

4.2. Customers

When being asked to indicate at most 3 places where their main customers came
from, 92.8% of the companies indicated their main customers came from Hong
Kong. 45.7% and 28.3% reported the Mainland and Taiwan respectively. (Table 6.2.1.)

53.4% of the companies expressed that Hong Kong was the region having the
largest increase of number of customers from 2014 to 2015. (Table 6.2.2.)

60.5% of the companies expressed that there was no decrease in the number of
customers from 2014 to 2015. (Table 6.2.3.)

42.1% of the companies said that the Mainland as a market would have the
strongest development potential in 2016. (Table 6.2.4.)

4.3. Employees and Manpower

Around 72% of the companies had 10 or less employees in Hong Kong. (Table 6.3.1.)

Most of the companies (92.2%) had employees aged 26 to 40 in Hong Kong, 58.4%
had employees aged 25 or below, only 28.6% had employees aged 41 or above. (Table
6.3.2.)

Most of the companies (84.0%) had employees with bachelor degree, 36% had
employees with postgraduate degree, only 21.3% had employees with secondary
education level. (Table 6.3.3.)



68.5% of the companies did not impose any experience as the requirement when
recruiting new staff. (Table 6.5.2.)

50.6% of the companies reported that there were no employees resigned in the past
12 months. (Table 6.5.5.)

62.8% of the companies indicated that they had recruited new employees in the past
12 months. (Table 6.5.6.)

More than half of the companies (60.3%) foresaw that the number of their
employees would increase in the coming 3 years, 35.9% foresaw the number would
remain unchanged, only 3.8% foresaw decrease. (Table 6.5.7.)

4.4. Turnover

Since some of the large companies did not participate in the questionnaire survey,
the overall turnover of different industries in 2015 were estimated by the participants
in the focus groups. (Comics Industry: $100 million; Computer Animation Industry:
$100 million; Digital Effect Industry: $200 million; Game Industry: $1 billion; and
Interaction Design Industry: $60 — 70 million.)

4.5. Participation in the Mainland Market

70.4% of the companies indicated “Big Market Potential” was the factor attracting
them to invest in the Mainland. (Table 6.4.3.)

Half of the companies (50.0%0) planned to expand or transfer their businesses to the
Mainland in the coming 5 years. Most of these companies (82.1%) expressed that
it would have “No Influence” on their business in Hong Kong, which meant their
business in Hong Kong would not be terminated or diminished even if they expand
the business to the Mainland. (Table 6.4.4. & 6.4.5.)

Although the Mainland market was an oppoutunity, there were difficulties
encountered by the industry when doing business in the Mainland. The top three
difficulties in doing business in the Mainland selected by the companies were
“Insufficient Knowledge of Intellectual Property Rights” (67.8%), “Differences in
Work Culture” (60.9%) and “Unsound Rule of Law*/(52.2%). (Table 6.4.6.)
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4.6. Advantages & Disadvantages of the Industry

47.2% of the companies viewed their companies’ development in 2016 as “Neutral”,
26.0% viewed “Optimistic” while 21.1% ““Pessimistic”.

Views on Company'’s Development in 2016

Optimistic

26.0%

Neutral

Pessimistic

47.2% Not Sure

1) Number of respondents: 123.

“Freedom of Creation and Publication” was selected by 50.4% of the companies
as the advantage of the industry. 41.2% selected ““Free Business Environment” and
37.0% “Simple Tax System”. (Table 6.4.1.)

“Insufficient Support from the Government” was selected by 71.7% of the
companies as the problem encountered by the industry. 70.8% selected “High Rental
Costs” and 66.7% ““Small Market”. (Table 6.4.2.)

The top three selected qualities that employees lacked most were ““Professional
Skills™, “Responsible” and “Experience”. (Table 6.5.4.)

70.2% of the companies indicated that recruitment was difficult in the industry. (Table
6.5.1.)

The main reason of difficulty in recruitment was “Applicants’ Skills or Experience Do
Not Meet Requirement”(41.3%). The second reason was “Not Enough Applicants”
(36.5%).



Reasons of Difficulty in Recruitment

Not Enough Applicants
Applicants’ Skills or
Experience Do Not Meet Our Requirement

Too High Expected Salaries from
Suitable Applicants

41.3%

Others

Unwilling To Work In Mainland

f T T T T T T T
0% 5% 10% 15% 20% 25% 30% 35% 40% 45%

1) 41 individual artists in Comics Industry were not included in this question.

2)  Number of respondents: 63.

4.7. Suggestions for the Development of the
Industry

When being asked what the Government should do for the development of the
industry, the top three options selected by the companies were “Rental Concession”
(66.4%), “Provide Support in Financing” (63.0%) and “Fund Individual’s /
Companies’ Distribution and Publication (54.6%). (Table 6.4.7.)

The top three important ways to train talents selected by the companies were
“Colleges Strengthen Professional Training of Students” (46.5%), “Strengthen
Training for the Industry” (46.5%) and “Fund Joint Research and Development of
Colleges and the Industry” (45.3%). (Table 6.5.3.)
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Hong Kong or the Mainland and take up other jobs like film post-production,
game designing and styling, MV post-production, etc. in order to sustain. As
the operating cost in Hong Kong is high, the computer animation companies
find it hard to compete with their counterparts in other regions in which the
Government provides a lot of support. Out of the 27 companies responded in the
survey, 13 (48.1%) are neutral in their outlook for future development whereas
the numbers of being optimistic and pessimistic are both 6 (22.2%), 2 (7.4%) are
not sure.

Digital Effect

According to the estimation of HKDEA, there are around 16 companies majoring
in digital effects in Hong Kong. The industry is facing keen competition from
neighboring regions such as Korea, the Mainland, Taiwan and Singapore that
with strong support from respective government. The companies have to take
up other works such as short films, advertisement, animations in order to
sustain. As majority of companies do not have time or resources to develop their
technologies, Hong Kong is lagging behind their competitors in neighboring
regions. Under these circumstances, a considerable number of local talents are
forced to leave the industry gradually or turn to the Mainland and Korea where
the opportunity is more promising. Out of the 10 companies responded in the
survey, 7 (70%) are neutral in their outlook for future development whereas
the numbers of being optimistic and pessimistic are 1 (10%) and 2 (20%)
respectively.

Game

According to the estimation of HKDEA, there are about 108 companies with
game as major business in Hong Kong. The game industry has a higher revenue
and profit than other digital entertainment industries. The main reason is the
industry has successfully transformed from the development of computer game
to online game, and then to mobile phone game. Payment platforms of online
game and mobile game are less affected by online piracy. Hong Kong is the major
market of the game industry followed by Taiwan. It is considered that the local
market can be further developed if there is a third-party payment system as in
Taiwan and Japan instead of currently just relying on the credit card payment. As
for the Mainland market, the industry find the complicated Mainland’s laws and
restrictions hinder their development there. Out of the 35 companies responded
in the survey, 16 (45.7%) are neutral in their outlook for future development
whereas the numbers of being optimistic and pessimistic are 13 (37.1%) and 6
(17.1%) respectively.
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— Interaction Design

According to the estimation of HKDEA, there are about 24 companies in
the interaction design industry. The industry, which is about the design of
interaction between men and digital devices/systems and covers a wide range of
products such as software, computer-generated image, internet and electronic
engineering, is in a development stage. The currently trendy Virtual Reality (VR)
glasses/equipment is in the area of interaction design. As interaction design is a
new service, the public does not have a good understanding of it. If the industry
could be promoted, its market potential could be huge. Since the industry of
neighboring regions like the Mainland, Malaysia and Korea are assisted by
government policies and subsidies, these places are leading Hong Kong in
providing competitive quotation to clients. Out of the 14 companies responded
in the survey, 4 (28.6%) are neutral in their outlook for future development
whereas the numbers of being optimistic and pessimistic are 8 (57.1%) and 2
(14.3%) respectively.

5.2. Strengths

The companies surveyed thought Hong Kong’s “Freedom of Creation and
Publication”, “Free Business Environment” and ““Simple Tax System” were the major
advantages.

Findings from the focus groups were similar. Some participants believed Hong Kong
people had an advantage in creativity. This could be known from the fact that Hong
Kong experts were invited to work in the Mainland at a high pay. Hong Kong’s
system was another advantage. For example, Hong Kong had a relatively healthy
accounting system and fewer bad debts. While Hong Kong is close to the Mainland,
it could be the platform for foreign companies to enter the Mainland market.

5.3. Weaknesses

The companies surveyed said the difficulties in developing digital entertainment
industry in Hong Kong were “Insufficient Support from the Government”, “High
Rental Costs™ and “Small Market™. The survey also found that most of the companies
thought it was difficult to recruit staff, mainly due to shortage of applicants, or the
applicants were lack of skills or experience. Even the current employees might also
lack the professional skills of the industry.

In the focus groups, many participants held the same views as the abovementioned.
They thought the rent was high in Hong Kong, and hoped the Government could
provide more support. It was hard to compete with places where the government



provided sufficient support, such as Korea, Japan and North America. Due to the low
turnover, many companies had to take other jobs and hence could not concentrate
on their original business. As a result, these companies were unable to upgrade their
techniques and improve the qualities to compete with their counterparts in other
places. The participants also pointed out that quality of teachers in relevant subjects
in tertiary institutions varied. The course contents were out of touch with the real
working environment. Therefore, it failed to train talents that the industry needed. In
addition, the culture of the society did not emphasize on creativity and required fast
returns. Moreover, unlike other industries such as finance and trading, the society had
an impression that the digital entertainment industry did not have much contribution
to the economy and the game sector was also associated with undesirable elements
of the society such as gambling. It was difficult for the industry to attract talented
young people. This hindered the development of the industry.

5.4. Opportunities and Threats

Big market in the Mainland is obviously the opportunity for the Hong Kong digital
entertainment industry. Many surveyed companies believed that in 2016, the
Mainland as a market had the strongest development potential among different
places. Most of the companies thought that the Mainland’s big market potential was
a major factor attracting them to develop business in there. Half of the companies
expressed that they planned to expand or transfer their business to the Mainland in
the coming 5 years.

But at the same time, all companies in the survey said that there were difficulties in
doing business in the Mainland, including “Insufficient Knowledge of Intellectual
Property Rights™, “Differences in Work Culture” and “Unsound Rule of Law™.

In the focus groups, the participants also thought that developing business in
the Mainland would face many difficulties. For example, when cooperating with
organizations of the Mainland, the copyright either belonged to those organizations
or would be bought out. Hong Kong companies could only wish to survive but hard
to develop vigorously in the Mainland. In addition, there were many regulations
in the Mainland. The investment was huge and the risk of bad debts was also
high. Moreover, Hong Kong companies were treated as foreign investments in
the Mainland, so generally they did not have concessions. Besides, the protection
of intellectual property rights was insufficient in the Mainland. Online piracy was
serious. These problems made developing business in the Mainland difficult.

Participants in the focus groups said, Hong Kong Government was not as active as
other places’ governments which vigorously protected, promoted and supported the
development of the industry. South Korea was one of the best examples. The South
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Korean government provided a certain percentage of rebates for the businesses
that hired local experts. This could attract foreign enterprises to employ local talents
or companies, thus increase local job opportunities, enhance their techniques and
establish better reputations and works. The South Korean government provided
favorable working environment but only charged low fees. They would also attract
overseas professionals to work in South Korea, so that the local talents could learn
foreign technologies. In fact, in addition to South Korea, governments in other places
also offered similar assistance to the industry. Even the Mainland government would
provide rebates and subsidies, and set up cultural areas in different provinces, so that
the experts could gather in an industry-oriented workplace. This enhanced learning
and communication, hence improved technologies and facilitated co-operations. The
assistance to the industry from governments of different places made Hong Kong
digital entertainment industry hard to compete with the counterparts in other places
in both resources and technologies.

5.5. Recommendations

In response to the situation of Hong Kong digital entertainment industry, taking into
account the results of questionnaire survey and focus group discussions, the following
recommendations are made:

Rebates — Certain percentage of rebates should be provided to the industry’s investors
who hire local experts. This can facilitate cooperation between overseas businesses
and local companies.

Rental Concession — Rents in Hong Kong are high. Rental allowances should be
offered to reduce the burden on the industry. Besides, industrial buildings could be
revitalized and rented to the industry at low prices.

Government-led Investment / Use — Small companies are in the majority of the
industry. The Government can take the initiative to invest in a large-scale project, and
even employ overseas experts to lead the project. Local companies should be invited
to join the project, so that they can upgrade their techniques. The Government
should also take the lead to use the technologies of the industry which can facilitate
the industry’s development.

Establishing Development Fund — Development fund should be set up to subsidize
start-up companies.

Assistance in Financing — The Government can provide financing guarantee, i.e. as a
guarantor of bank loans. This is especially important for small companies, as they can
have capital to develop and create products before they receive payments.



Protecting Intellectual Property — Cooperation or assistance of the Mainland
authorities should be solicited for cracking down on infringements of intellectual
property rights in the Mainland.

Professional Training and Research — Hong Kong is currently short of professionals
of the industry. Therefore, technical schools should be set up or the exisiting tertiary
institutions’ courses have to be increased/improved, in order to teach professional
knowledge that can meet the market needs. Overseas professionals could also be
invited for sharing new technologies. Furhtermore, subsidies should be offered to
joint research of technologies between tertiary institutions and the industry.

Public Education and Image Improvement of the Industry — Public education should
be strengthened to help improve the image of the industry. For example, in co-
operation with the Arts Development Council, exhibitions can be organized to
showcase works of the industry and as a trend of Hong Kong’s pop culture and art.
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6.

[Notes for reading the following statistical tables:

Tables of Questionnaire Survey by 5

Sectors

All tables have shown the sample size (n). If the sample size is too small (<10), the

error will be relatively large, interpretation of the figures should be with care.

If the sample size in a table is less than what it should be, for example less than the
sample size of that industry, it means some of the respondents did not answer that
question.]

6.1.

Company Structure

6.1.1. Year of Establishment

Q. The year your company started in Hong Kong

Digital Comics  Computer Digital Game Interaction
Entertainment (n=43)  Animation Effect (n=35) Design
(Overall) (n=28) (n=14) (n=18)
(n=138)
1990 or before 3.6% 7.0% 0% 7.1% 0% 5.6%
1991 - 1995 5.8% 14.0% 3.6% 0% 2.9% 0%
1996 — 2000 11.6% 20.9% 3.6% 7.1% 8.6% 11.1%
2001 - 2005 14.5% 16.3% 10.7% 14.3% 17.1% 11.1%
2006 — 2010 15.9% 11.6% 10.7% 14.3% 25.7% 16.7%
2011 - 2016 48.6% 30.2% 71.4% 57.1% 45.7% 55.6%
Total 100% 100% 100% 100% 100% 100%
6.1.2. Source of Investors
Q. Where do your company’s investors come from?
Digital Comics  Computer Digital Game Interaction
Entertainment (n=34)  Animation Effect (n=33) Design
(Overall) (n=25) (n=16) (n=16)
(n=124)
Hong Kong and Macau 96.0% 100.0% 100.0% 100.0% 87.9% 93.8%
Mainland 16.9% 29.4% 16.0% 12.5% 9.1% 12.5%
Overseas 19.4% 29.4% 12.0% 6.3% 21.2% 18.8%

1) Respondents might choose more than one option, so the percentage figures added up more

than 100%.



6.1.3. Number of Branches in the Mainland

Q. Number of branches in the Mainland

Digital Comics  Computer Digital Game Interaction
Entertainment (n=7)  Animation Effect (n=29) Design
(Overall) (n=20) (n=12) (n=11)
(n=79)
0 75.9% 100.0% 85.0% 75.0% 72.4% 54.5%
1 13.9% 0% 10.0% 25.0% 17.2% 9.1%
2 5.1% 0% 5.0% 0% 6.9% 9.1%
3 1.3% 0% 0% 0% 0% 9.1%
4 1.3% 0% 0% 0% 0% 9.1%
14 1.3% 0% 0% 0% 0% 9.1%
31 1.3% 0% 0% 0% 3.4% 0%
Total 100% 100% 100% 100% 100% 100%
1) 41 individual artists in Comics Industry were not included in this question.
6.1.4. Number of Branches in Overseas
Q. Number of branches in Overseas
Digital Comics  Computer Digital Game Interaction
Entertainment (n=7)  Animation Effect (n=28) Design
(Overall) (n=17) (n=10) (n=11)
(n=73)
0 83.6% 100.0% 100.0% 100.0% 67.9% 72.7%
1 12.3% 0% 0% 0% 28.6% 9.1%
3 2.7% 0% 0% 0% 0% 18.2%
13 1.4% 0% 0% 0% 3.6% 0%
Total 100% 100% 100% 100% 100% 100%

1) 41 individual artists in Comics Industry were not included in this question.
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6.2.

Customers

6.2.1. Countries / Regions of Main Customers

Q. What countries / regions do your main customers (In terms of the amount
of sales transactions) come from?

Digital Comics  Computer Digital Game Interaction
Entertainment (n=45)  Animation Effect (n=34) Design
(Overall) (n=27) (n=15) (n=17)

(n=138)
Hong Kong 92.8%" 95.6%" 92.6% *  100.0%° 82.4%°  100.0%"
Macau 14.5% 11.1% 0% 20.0%° 23.5% 23.5%°
Mainland 45.79%"  40.0%°  37.0%° 100.0%*  29.4%°  58.8%"
Taiwan 28.3%° 31.1%° 18.5% 6.7% 44.19%" 23.5%°
Japan 6.5% 2.2% 7.4% 6.7% 14.7% 0%
Korea 0.7% 0% 0% 0% 2.9% 0%
Singapore 2.2% 0% 3.7% 0% 2.9% 5.9%
Malaysia 2.9% 6.7% 3.7% 0% 0% 0%
Russia 0.7% 0% 0% 0% 2.9% 0%
Australia 1.4% 0% 0% 0% 5.9% 0%
America 11.6% 4.4% 18.5% 0% 23.5% 5.9%
Europe 13.0% 13.3% 22.2%° 6.7% 11.8% 5.9%
Middle East 2.2% 0% 3.7% 0% 5.9% 0%
Others 2.2% 2.2% 3.7% 0% 2.9% 0%

1)  *is the country/region with most of the main customers came from in the industry, * is that with
second most of the main customers came from, © is that with third most of the main customers
came from.

2) Respondents might choose at most three options, so the percentage figures added up more
than 100%.



6.2.2. Country / Region with the Largest Increase of
Number of Customers from 2014 to 2015

Q. From 2014 to 2015, in which country / region did your company have the
largest increase of number of customers?

Digital Comics  Computer Digital Game Interaction
Entertainment (n=43)  Animation Effect (n=32) Design
(Overall) (n=27) (n=14) (n=17)

(n=133)
Hong Kong 53.4%* 53.5%* 63.0%* 57.1%* 37.5%* 64.7%*
Macau 0.8% 0% 0% 0% 0% 5.9%
Mainland 15.0% 11.6% 7.4% 21.4% 18.8% 23.5%
Taiwan 7.5% 7.0% 0% 0% 21.9% 0%
Japan 0.8% 2.3% 0% 0% 0% 0%
Thailand 0.8% 0% 0% 0% 3.1% 0%
Singapore 0.8% 0% 0% 0% 0% 5.9%
Malaysia 2.3% 4.7% 3.7% 0% 0% 0%
Australia 0.8% 0% 0% 0% 3.1% 0%
America 3.8% 2.3% 7.4% 0% 6.3% 0%
Europe 1.5% 2.3% 3.7% 0% 0% 0%
Middle East 0.8% 0% 0% 0% 3.1% 0%
Others 0.8% 0% 3.7% 0% 0% 0%
No Increase 11.3% 16.3% 11.1% 21.4% 6.3% 0%
Total 100% 100% 100% 100% 100% 100%

1) *is the country / region with the most of companies indicated that it had the largest increase of
number of customers from 2014 to 2015.
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6.2.3. Country / Region with the Largest Decrease of
Number of Customers from 2014 to 2015

Q. From 2014 to 2015, in which country / region did your company have the
largest decrease of number of customers?

Digital Comics  Computer Digital Game Interaction
Entertainment (n=37)  Animation Effect (n=31) Design
(Overall) (n=25) (n=14) (n=17)

(n=124)
Hong Kong 12.9% 10.8% 12.0% 21.4% 9.7% 17.6%
Macau 2.4% 2.7% 4.0% 7.1% 0% 0%
Mainland 9.7% 5.4% 4.0% 14.3% 12.9% 17.6%
Taiwan 4.0% 5.4% 4.0% 0% 6.5% 0%
Japan 0.8% 0% 4.0% 0% 0% 0%
Thailand 1.6% 0% 0% 0% 0% 11.8%
Malaysia 1.6% 2.7% 0% 0% 0% 5.9%
America 0.8% 0% 0% 0% 3.2% 0%
Europe 4.0% 5.4% 8.0% 0% 0% 5.9%
Middle East 0.8% 0% 0% 0% 3.2% 0%
Others 0.8% 0% 4.0% 0% 0% 0%
No Decrease 60.5%* 67.6%* 60.0%* 57.1%* 64.5%* 41.2%*
Total 100% 100% 100% 100% 100% 100%

1) * Most of the companies indicated that they had no decrease in the number of customers from
2014 to 2015.



6.2.4. Country / Region with the Strongest Development
Potential in Market / Goods and Services in 2016

Q. In 2016, which country / region has the strongest development potential in
market / goods and services?

Digital Comics  Computer Digital Game Interaction
Entertainment (n=42)  Animation Effect (n=33) Design
(Overall) (n=27) (n=15) (n=16)

(n=133)
Hong Kong 18.8% 16.7% 29.6% 13.3% 9.1% 31.3%
Macau 2.3% 4.8% 3.7% 0% 0% 0%
Mainland 42.1%* 42.9%* 44.4%* 60.0%* 24.2%* 56.3%*
Taiwan 6.0% 4.8% 3.7% 0% 12.1% 6.3%
Japan 5.3% 11.9% 0% 0% 6.1% 0%
Korea 1.5% 2.4% 0% 0% 3.0% 0%
Thailand 3.0% 0% 0% 0% 12.1% 0%
Malaysia 3.8% 2.4% 3.7% 0% 9.1% 0%
Vietnam 0.8% 0% 0% 6.7% 0% 0%
India 1.5% 2.4% 0% 0% 3.0% 0%
Russia 0.8% 0% 0% 0% 3.0% 0%
Australia 0.8% 0% 0% 0% 3.0% 0%
America 5.3% 2.4% 7.4% 6.7% 9.1% 0%
Europe 1.5% 4.8% 0% 0% 0% 0%
Middle East 2.3% 2.4% 3.7% 0% 3.0% 0%
Others 4.5% 2.4% 3.7% 13.3% 3.0% 6.3%
Total 100% 100% 100% 100% 100% 100%

1) *is the country / region with the most of companies indicated that it would have the strongest
development potential in market / goods and services in 2016.
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6.3.

Employees

6.3.1. Approximate Number of Employees in Hong Kong

Digital Comics  Computer Digital Game Interaction
Entertainment (n=7)  Animation Effect (n=34) Design
(Overall) (n=24) (n=12) (n=16)

(n=93)
1-5 44.1% 71.4% 79.2% 41.7% 26.5% 18.8%
6-10 28.0% 14.3% 8.3% 25.0% 38.2% 43.8%
11-20 16.1% 0% 12.5% 16.7% 14.7% 31.3%
21-50 7.5% 14.3% 0% 16.7% 11.8% 0%
51 or above 4.3% 0% 0% 0% 8.8% 6.3%
Total 100% 100% 100% 100% 100% 100%

1) 41 individual artists in Comics Industry were not included in this question.

6.3.2. Companies Having that Age Range of Employees in

Hong Kong
Digital Comics  Computer Digital Game Interaction
Entertainment (n=7)  Animation Effect (n=24) Design
(Overall) (n=21) (n=10) (n=15)
(n=77)
25 years old or below 58.4% 28.6% 38.1% 60.0% 62.5% 93.3%
26- 40 years old 92.2% 85.7% 90.5% 90.0% 95.8% 93.3%
41 years old or above 28.6% 57.1% 23.8% 20.0% 29.2% 26.7%
1) 41 individual artists in Comics Industry were not included in this question.
6.3.3. Companies Having that Education Level of
Employees in Hong Kong
Digital Comics  Computer Digital Game Interaction
Entertainment (n=7)  Animation Effect (n=22) Design
Overall) (n=21) (n=10) (n=15)
(n=75)
Secondary 21.3% 28.6% 9.5% 10.0% 31.8% 26.7%
Sub-degree 53.3% 42.9% 38.1% 60.0% 59.1% 66.7%
Bachelor Degree 84.0% 57.1% 85.7% 80.0% 81.8% 100.0%
Postgraduate Degree 36.0% 57.1% 23.8% 30.0% 27.3% 60.0%

1) 41 individual artists in Comics Industry were not included in this question.



6.4.

Prospect

6.4.1. Advantages of the Industry

Q. What advantage(s) do you think the Industry currently has?

Digital Comics  Computer Digital Game Interaction
Entertainment (n=36) Animation Effect (n=34) Design
(Overall) (n=26) (n=9) (n=14)
(n=119)
The Industry Respects o s oC o8 o o
Intellectual Property Rights 31.9% 33.3% 30.8% 55.6% 26.5% 28.6%
Free Business Environment 41.2%°  333%°  42.3%°  55.6%° @ 44.1%°  42.9%°
peedgmoilcreatonang 50.4%°  61.1%°  57.7%"  44.4%  44.1%°  28.6%
Publication
Sound Infrastructures 10.1% 11.1% 11.5% 0% 14.7% 0%
advantagesOENtenig 21.8%  13.9%  231%  111%  29.4%  28.6%
The Mainland Market
Quality Personnel 31.9% 27.8% 26.9% 44.4% 35.3% 35.7%°
ossesses Intermational 345%  27.8%  19.2%  55.6%°  50.0%°  28.6%
Attracts Investors 15.1% 13.9% 11.5% 22.2% 17.6% 14.3%
Good Rule Of Law 21.0% 25.0% 19.2% 11.1% 26.5% 7.1%
Simple Tax System 37.0%° 30.6% 26.9% 33.3% 50.0%" 42.9%"°
Government’s Support 13.4% 16.7% 15.4% 22.2% 5.9% 14.3%
Others 1.7% 2.8% 0% 0% 2.9% 0%
No Advantages 16.0% 19.4% 11.5% 11.1% 17.6% 14.3%

1) Respondents might choose more
than 100%.

2) “is the most selected advantage,
selected advantage.

than one option, so the percentage figures added up more

" is the second most selected advantage, © is the third most
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6.4.2. Problems of the Industry

Q. What problem(s) do you think the Industry currently has?

Digital Comics  Computer Digital Game Interaction

Entertainment (n=36) Animation Effect (n=33) Design

(Overall) (n=27) (n=10) (n=14)
(n=120)

Insufficient Quality

46.7% 30.6% 37.0% 30.0% 63.6% 78.6%"
Personnel

Insufficient Support From

71.7%" 61.1%" 66.7%° 90.0%" 81.8%" 71.4%"
The Government

Small Market 66.7%°  72.2%°  77.8%°  60.0%°  69.79%°  28.6%
el il Cvaiess 30.8%  13.9%  29.6%  20.0%  57.6%  21.4%
Companies

B:Zr'ﬁs:t (el Mainans 333%  36.1%  37.0%  10.0%  424%  14.3%
Insufficient Training 43.3% 38.9% 33.3% 30.0% 60.6% 42.9%
Bad Global Economy 17.5% 83%  222%  200%  182%  28.6%
High Rental Costs 70.8%" 55.6%° 77.8%* 90.0%* 75.8%" 71.4%"
High Salaries 275%  111%  185%  30.0%  485%  35.7%

Pirate Copies /

s 19.2% 36.1% 3.7% 20.0% 12.1% 21.4%
Plagiarization

T R e Ry 458%  36.1%  481%  50.0%  515%  50.0%

the Society
Insufficient R&D 36.7% 11.1% 33.3% 30.0% 60.6% 57.1%
Others 5.0% 11.1% 3.7% 0% 3.0% 0%

1) Respondents might choose more than one option, so the percentage figures added up more
than 100%.

2) ®is the most selected problem, ° is the second most selected problem , © is the third most
selected problem



6.4.3. Attractive Factors for Investment in the Mainland

Q. What is/ are the factor(s) that attract you to invest in the Mainland?

Digital Comics  Computer Digital Game Interaction
Entertainment (n=33)  Animation Effect (n=33) Design
(Overall) (n=26) (n=9) (n=14)

(n=115)
Big Market Potential 70.4%* 63.6%* 65.4%* 88.9%* 75.8%* 71.4%*
Attracts Investors 27.8% 27.3% 11.5% 44.4% 36.4% 28.6%
More Quality Personnel 17.4% 12.1% 15.4% 22.2% 24.2% 14.3%
Low Operation Costs 23.5% 9.1% 42.3% 55.6% 18.2% 14.3%
SR (e EE 12.2% 91%  154%  111%  18.2% 0%

Government

Freedom Of Creation 2.6% 3.0% 3.8% 11.1% 0% 0%
Others 0.9% 0% 0% 0% 3.0% 0%
Not Attractive 22.6% 30.3% 19.2% 11.1% 21.2% 21.4%

1) Respondents might choose more than one option, so the percentage figures added up more

than 100%.

2) *is the most selected factor that attracts respondents to invest in the Mainland.

6.4.4. Plan to Expand or Transfer Business to the Mainland
in the Coming 5 years

Q. Do you plan to expand or transfer your business to the Mainland in the

coming 5 years?

Digital Comics  Computer Digital Game Interaction
Entertainment (n=36)  Animation Effect (n=33) Design
(Overall) (n=26) (n=10) (n=13)

(n=118)
Yes 50.0% 33.3% 50.0% 70.0% 54.5% 69.2%
No 50.0% 66.7% 50.0% 30.0% 45.5% 30.8%
Total 100% 100% 100% 100% 100% 100%
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6.4.5. Impact of Business Expanded or Transferred to the
Mainland on the Business in Hong Kong

Q. Ifyou plan to expand or transfer your business to the Mainland in the
coming 5 years, please estimate the impact on the business in Hong Kong.

Digital Comics  Computer Digital Game Interaction
Entertainment (n=11)  Animation Effect (n=17) Design
(Overall) (n=13) (n=7) (n=8)
(n=56)
[elb sineseinitiongikend 3.6% 0% 0%  14.3% 5.9% 0%
Will Be Terminated
The Manpower Of The
Business In Hong Kong Will 14.3% 9.1% 23.1% 14.3% 17.6% 0%
Be Diminished
No Influence 82.1% 90.9% 76.9% 71.4% 76.5% 100%
Total 100% 100% 100% 100% 100.0% 100.0%

6.4.6. Difficulties in Doing Business in the Mainland

Q. What are the difficulties encountered by the industry when doing business
in the Mainland?

()
(n=115) (n=36) (n=25) (n=10) (n=30) (n=14)

Hong Kong Capital Is

0 0, 0, 0, 046° (")
Treated As Foreign Capital 40.0% 27.8% 40.0% 20.0% 63.3% 35.7%

Market Monopoly 29.6% 22.2% 16.0% 20.0% 53.3% 28.6%
High Promotion Fees 27.8% 19.4% 12.0% 0% 53.3% 42.9%
Monopoly Of Distribution

41.7% 30.6% 24.0% 20.0% 73.3%" 50.0%°
Channels
Insufficient Knowledge Of

04 04 04" 042 0P 062
Intellectual Property Rights 67.8% 63.9% 68.0% 70.0% 66.7% 78.6%

R agrateiotatty 217%  13.9%  160%  30.0%  36.7%  14.3%

Personnel

Complex Tax System 46.1% 30.6% 56.0%° 40.0% 60.0% 42.9%
High Rate Of Bad Debts 46.1% 44.4% 48.0% 50.0% 50.0% 35.7%
Unsound Rule Of Law 52.2%° 50.0%° 72.0%" 60.0%° 33.3% 57.1%"
Difficulty In Management 38.3% 36.1% 28.0% 40.0% 46.7% 42.9%
Differences In Work Culture 60.9%" 63.9%" 56.0%° 70.0%" 63.3%° 50.0%°
The Problem Of Ideologies 47.0% 50.0%° 48.0% 50.0% 43.3% 42.9%
Others 1.7% 2.8% 0.0% 0.0% 3.3% 0.0%

1) Respondents might choose more than one option, so the percentage figures added up more
than 100%.

2) “is the most selected difficulty, ° is the second most selected difficulty , © is the third most
selected difficulty.
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6.5. Demand for Manpower

6.5.1. Difficulty in Recruitment

Q. Do you think it is now difficult to recruit staff in the Industry?

Digital Comics  Computer Digital Game Interaction
Entertainment (n=8)  Animation Effect (n=34) Design
(Overall) (n=27) (n=11) (n=14)

(n=94)
Yes 70.2% 37.5% 63.0% 36.4% 94.1% 71.4%
No 29.8% 62.5% 37.0% 63.6% 5.9% 28.6%
Total 100% 100% 100% 100% 100% 100%

1) 41 individual artists in Comics Industry were not included in this question.

6.5.2. Minimum Requirement of Experience of New

Employees

Q. What is your minimum requirement of the experience of new employees?

Digital Comics  Computer Digital Game Interaction
Entertainment (n=7)  Animation Effect (n=32) Design
(Overall) (n=26) (n=10) (n=14)

(n=89)
No Experience required 68.5% 100% 65.4% 50.0% 65.6% 78.6%
Less Than 2 Years 19.1% 0% 11.5% 30.0% 28.1% 14.3%
2 Years or Above 12.4% 0% 23.1% 20.0% 6.3% 7.1%
Total 100% 100% 100% 100% 100% 100%

1) 41 individual artists in Comics Industry were not included in this question



6.5.3. The Most Important Ways to Train Talent

Q. Please choose the most important ways to train talent from the following

options.
Digital Comics  Computer Digital Game Interaction
Entertainment (n=7)  Animation Effect (n=32) Design
(n=86) (n=23) (n=10) (n=14)
Government Offers

Financial Assistance to
Hire Overseas Experts to
Provide Training

25.6% 14.3% 30.4% 40.0% 25.0% 14.3%

Colleges Strengthen

Professional Training of 46.5% 28.6% 56.5% 30.0% 40.6% 64.3%
Students

Strengthen Training of

College Teachers on 36.0% 28.6% 52.2% 10.0% 40.6% 21.4%
Industry Knowledge

Fund Joint Research And
Development of Colleges 45.3% 28.6% 30.4% 60.0% 56.3% 42.9%
And the Industry

Strengthen Training for the

46.5% 57.1% 39.1% 60.0% 50.0% 35.7%
Industry

Offer Financial Assistance
to Employees to Attend
Overseas Industry
Conference

23.3% 0% 17.4% 40.0% 21.9% 35.7%

Others 8.1% 28.6% 0% 0% 12.5% 7.1%

1) 41 individual artists in Comics Industry were not included in this question.
2) Respondents might choose at most three options, so the percentage figures added up more
than 100%.
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6.5.4. The Mostly Sought Qualities for the Current

Employees

Q. What qualities do you think the current employees lack most?

Digital Comics  Computer Digital Game Interaction
Entertainment (n=7)  Animation Effect (n=30) Design
(Overall) (n=24) (n=9) (n=13)

(n=83)
Motivated 38 3 4 8° 16 7
Professional Skills 80" 5° 35" 3 22° 15°
Responsible 75° 4 16 13? 28° 14°
Independent To Work 39 6° 11 1 18 3
Enthusiastic 40 3 11 10° 10 6
Creativity 53 4 22° 5 17 5
Ex_cellent Communication 52 2 10 7 26" 5

Skills

Experience 71° 4 21° 4 22° 20°
Writing Skills 25 8" 6 2 9 0
Academic Qualification 2 0 0 0 2 0
Others 6 0 3 1 0 2

1) 41 individual artists in Comics Industry were not included in this question.

2) Respondents might choose at most three options in ranking. Option1 means ‘the quality lacked

most’, Option 2 means ‘the second most’, Option 3 means ‘the third most’.

3) Figures in the table are the ‘Total Score’ calculated by the following equation: (Option 1 X 3) +

(Option 2 X 2) + (Option 3 X 1)

4)  “is the highest score, " is the second highest score, © is the third highest score

6.5.5. Percentage of Resigned Employees in the Past 12

Months

Q. In the past 12 months, what is the proportion (in percentage) of the

resigned employees in all employees?

Digital Comics  Computer Digital Game Interaction
Entertainment (n=5) Animation Effect (n=30) Design
(Overall) (n=20) (n=8) (n=14)

(n=77)
0% 50.6% 60.0% 50.0% 75.0% 50.0% 35.7%
1-10% 20.8% 20.0% 10.0% 12.5% 20.0% 42.9%
11 -20% 13.0% 0% 20.0% 0% 13.3% 14.3%
21 -30% 5.2% 0% 5.0% 12.5% 3.3% 7.1%
31-40% 2.6% 0% 0% 0% 6.7% 0%
41 -50% 3.9% 0% 10.0% 0% 3.3% 0%
51% or above 3.9% 20.0% 5.0% 0% 3.3% 0%
Total 100% 100% 100% 100% 100% 100%

1) 41 individual artists in Comics Industry were not included in this question.



6.5.6. Percentage of New Employees in the Past 12 Months

Q. In the past 12 months, what is the proportion (in percentage) of the newly
employed in all employees?

Digital Comics  Computer Digital Game Interaction
Entertainment (n=6)  Animation Effect (n=30) Design
(Overall) (n=20) (n=8) (n=14)

(n=78)
0% 37.2% 66.7% 65.0% 37.5% 23.3% 14.3%
1-10% 17.9% 16.7% 0% 0% 23.3% 42.9%
11-20% 11.5% 0% 10.0% 25.0% 13.3% 7.1%
21 -30% 6.4% 0% 5.0% 12.5% 3.3% 14.3%
31-40% 6.4% 0% 0% 12.5% 10.0% 7.1%
41 -50% 6.4% 0% 5.0% 12.5% 6.7% 7.1%
51% or above 14.1% 16.7% 15.0% 0% 20.0% 7.1%
Total 100% 100% 100% 100% 100% 100%

1) 41 individual artists in Comics Industry were not included in this question.

6.5.7. Expected change on the Number of Employees in
the Coming 3 Years

Q. How would you foresee the number of your employees in the coming 3

years?

Digital Comics  Computer Digital Game Interaction
Entertainment (n=7)  Animation Effect (n=30) Design
(Overall) (n=20) (n=8) (n=13)

(n=78)
Increase 60.3% 14.3% 50.0% 50.0% 70.0% 84.6%
Decrease 3.8% 14.3% 5.0% 0% 3.3% 0%
Remain Unchanged 35.9% 71.4% 45.0% 50.0% 26.7% 15.4%
Total 100% 100% 100% 100% 100% 100%

1) 41 individual artists in Comics Industry were not included in this question.
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7. Afterword: Government Support
to the Industry — A Response from
HKDEA

In both questionnaire survey and focus group discussions, the digital entertainment
industry hoped that the Government would provide more support to prevent
the development of the industry from lagging behind other regions. In fact, the
Government started the support for the digital entertainment industry dated back to
2004. The then Commerce, Industry and Technology Bureau provided support to the
three major focus areas of the industry in game software, computer animation and
digital effects. The scope of support included overseas promotion, seminars, awards,
training courses, introduction of overseas technology, etc. An industry survey was also
conducted in 2004. In 2005, the Hong Kong Digital Entertainment Industry Support
Centre was established in Cyberport and the Centre was managed by the HKPC. With
the establishment of CreateHK by the Hong Kong SAR Government in 2009, digital
entertainment became one of the creative sectors being supported by CreateHK. Since
then, CreateHK supports the industry mainly by providing financial assistance through
the CreateSmart Initiative (CSI) to the projects proposed by various trade-related
organizations and associations to promote and develop the industry.

The CSI funded various digital entertainment-related projects which are categorized as
below:

Nurturing talent and start-ups

Examples :
Animation Support Programme;
Hong Kong Mobile Game Start-ups Support Programme
Hong Kong Digital Entertainment Industry Fresh Graduate Support Scheme

Developing markets

Examples :
Hong Kong Animation and Digital Entertainment Pavilion @ FILMART
Hong Kong Comix Boom!! (Angouleme, France)
50 Years of Hong Kong and Taiwanese Animation (Taipei)



Organising signature events

Examples :

The 14th International Comic Artist Conference (Hong Kong) and International
Comic Artworks Exhibition

SIGGRAPH Asia 2013 in Hong Kong
Asia Online Game Summit

Supporting local ani-com landmarks

Examples :
Ani-Com Park@Harbour”’FUN”
Hong Kong Avenue of Comic Stars
Comix Home Base

Obviously, there are significant differences between Hong Kong and other Asian
regions in the focus and direction of promoting the industry. For example, in the
Mainland and South Korea, they focus on tax and rental incentives, and different types
of subsidies. According to the statistics shown in the industry survey, rent and financial
support are the Government support measures proposed by the majority of enterprises
in the industry. This may explain why the respondents in the survey ask for more
Government support. In addition, the protection of the industry is another reason.
For example, in the Mainland, only local production is allowed during the prime time
of television. However, Hong Kong is an open market for both export and import
with a low tax rate. There is not much room for Hong Kong to restrict the overseas
production or to reduce tax rate as in other regions. As to the suggestion on rental
concession, the Hong Kong Government has also attempted to assist the industry to
some extent. These include incubation programmes at the Science Park, Cyberport
and the one operated by Hong Kong Design Centre which have nurtured a number of
digital entertainment enterprises over the past decade. The Hong Kong Government
has also provided financial support through the CSI to start-ups and young companies
in the development of creative content of computer animation and games. We believe
with more and more positive feedback on these support programmes, more talent and
companies could be benefitted.

The Hong Kong Government has a number of other financial assistance programmes
to support the industry in addition to the CSI. For example, the SME Export Marketing
Fund under the Trade and Industry Department (TID) provides financial assistance
to small and medium enterprises (SMEs) to encourage them to participate in export
promotion activities to help them expand their markets outside Hong Kong. The
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SME Loan Guarantee Scheme (SGS) of TID provides loan guarantee to SMEs to help
them secure loans from the participating lending institutions for acquiring business
installations and equipment or meeting working capital needs of general business
uses. A Dedicated Fund on Branding, Upgrading and Domestic Sales (the BUD Fund)
provides funding support to local enterprises (Enterprise Support Programme) and
non-profit-distributing organisations (Organisation Support Programme) to assist Hong
Kong enterprises in exploring and expanding the Mainland market.

In addition, the Hong Kong Mortgage Corporation Limited (HKMC) provides the
SME Financing Guarantee Scheme to assist SMEs and non-listed companies to obtain
financing from participating lenders for meeting their business needs and enhancing
their productivity and competitiveness. HKMC also provides the Microfinance Scheme
offering Micro Business Start-up Loans, Self-employment Loans and Self-enhancement
Loans to assist people who wish to start their own businesses, become self-employed
or achieve self-enhancement through training, upgrading of skills or obtaining
professional certification.

- The End -









