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EXECUTIVE SUMMARY

As theAustralianGovernment’sexportfacilitationagency,Austradehasa strong
interestin promotingopportunitiesandfacilitatingAustralianbusinesseswishingto
enterinternationalmarketsin the industriesspecifiedin the inquiry termsof
reference.

TheAustralianfilm industryhasgrownrapidly in recentyearswith atotal valuenow
approaching$1 billion perannum. Mostofthe increasehasoccurredthroughco-
productionsorby foreignproductionsin Australia. FederalGovernmentassistanceis
crucial to continuedgrowth.

Thereis significanteconomicbenefitto Australiaofattractingfilming andpost
productionofUS generatedfilm. Australiahasanumberofkeycompetitive
advantagesasapreferredlocationfor offshoreproductions.However,thereare
suggestionsin thefilm industrythat unlesstax offsetprovisionsfor films are
extendedto televisionproductionstheAustralianindustrywill shrinkdramatically.
Otherindustryconcernsincludethe shortageofbroadbandin Australia.

Austradeseesanumberofchallengesandopportunitiesin relationto film industry
exportsincluding:awarenessraisingaboutAustraliancapabilities;identifying
opportunitiesandprovidingthis informationto therelevantsector;promotion
programs;tax incentives;training;engagingindustrybodiesandcontinuingtherole
ofAusFilm, theAFC, andcontinueddevelopmentofspecialistproductionfacilities.

Theelectronicgamesmarketis largeandstill growingrapidly. It is oneofthefew
areasoftheICT industrycurrentlyexperiencingaboom. Theindustryhasbecome
mainstreamin its marketappealandits saleshavenowexceededtotal moviebox
officereceiptsin theUS for two yearsin succession.Since1996,theAustralian
electronicgamesindustryhasexpandedfrom 6 companiesto morethan50. Export
salesofAustraliandevelopedgameswereworthanestimatedA$100million in 2002.

Giventhe dominanceofmultinationalhardwarecompaniesproducingproprietary
systems,Australia’scapabilitiesarealmostexclusivelyin thesofwareside ofthe
industry. Australiansoftwaredeveloperstypically supplygamesto thelarge
multinationalpublishersbasedprimarily in theUS, Europeand Japan,with some
havingAustraliansubsidiaries.Fundingis oneofthebiggesthurdlesthatAustralian
developersface,giventhehighcostofhardwareandlabourthat arerequiredto
producetoday’stechnicallyadvancedgames.

Futuregrowth in theindustryis predictedto comein the wireless/handheldand
online areas.Convergencewith film andtelevisionis alsooccurringin theareasof
content,with gamesbasedon films andfilms basedongames.Thetechniques
originally developedfor computergamesbecominganintegraltechniquefor many
films. GiventheAustralianfilm industry’srelativelyadvancedstateof development,
convergencepresentsopportunitiesto thegamesector.

Australia’selectronicgamesindustryhasanumberofcompetitiveadvantages
including:comparativelylow developmentcosts;ahighskill level;succesful
linkageswith publishers;availability ofquality postproductionandsupportservices;
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andgovernmentsupport. Impedimentsto developmentincludefundingissuesand
availabilityandpricingofbroadbandaccess.

Austradehasextensivecontactwith businessesin theindustriescoveredin the terms
ofreference.This submissionprovidessomerelevantcompanyprofilesfor the
Committeewith a view to informing the Committeeaboutsomeoftheopportunities,
rewardsandchallengesfacedby Australianexportersin theseindustries.

ThesubmissionalsohighlightsAustradeadministeredprogramsandinitiatives
whichareavailableto assistbusinessesin theindustriesunderconsideration.These
includetheExportMarketDevelopmentGrants(EMDG) scheme,theNewExporter
DevelopmentProgram(NEDP), theTradeStartnetworkandAustrade’sextensive
overseasnetwork.

Austradeis alsoinvolved in initiativeswith otheragencieswhich areassistingthe
industriesreferredto.Theseincludefunding andsupportaFilm Commissionerbased
in Los Angelesin conjunctionwith AusFilmandco-chairingtheInformationand
CommunicationsTechnologyEventsCommittee.

Austradealsohasawhole ofgovernmentrole astheleadagencyin implementingthe
Government’sstrategyto doublethenumberofexportersby 2006.This strategyis
particularlyrelevantto theindustriescoveredin thetermsofreference,as it
deliberatelytargetssmall to meduimsizedbusinesses,particularlyin theICT sector,
encouragingthemto enterinternationalmarkets.
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INTRODUCTION

TheHouseofRepresentativesStandingCommitteeonCommunications,Information
TechnologyandtheArts hasbeenaskedby theMinisterfor Communications,
InformationTechnologyandtheArts, SenatortheHon RichardAlston, to conductan
inquiry into thefutureopportunitiesfor Australia’sfilm, animation,specialeffects
andelectronicgamesindustries.

Terms of reference

The Committeeinvitessubmissionsthat addressany or all thefollowing termsof
reference:

(a) thecurrentsizeandscaleof Australia’sfilm, animation,special
effectsandelectronicgamesindustries;

(b) theeconomic,socialandculturalbenefitsoftheseindustries;

(c) futureopportunitiesfor furthergrowthoftheseindustries,including
throughtheapplicationofadvanceddigital technologies,online
interactivityandbroadband;

(d) the currentandlikely future infrastructureneedsoftheseindustries,
includingaccessto bandwidth;

(e) the skills requiredto facilitatefuturegrowthin theseindustriesand
thecapacityoftheeducationandtrainingsystemto meetthese
demands;

(f) theeffectivenessoftheexisting linkagesbetweentheseindustriesand
thewider culturalandinformationtechnologysectors;

(g) whetheranychangesshouldbemadeto existinggovernmentsupport
programsto ensuretheyarealignedwith thefutureopportunitiesand
trendsin theseindustries.

FILM ANIMATION AND SPECIAL EFFECTS INDUSTRIES

General statement of government posftion from Australia Council
for the Arts

“Australia’scurrentartsandculturalpoliciesaimto encouragethecreation,
productionanddistributionofAustralianculturaloutputsandcanbegroupedinto the
following ‘tools’:

• Fundingprogramsandfinancial incentives;

• Local contentrequirementsandotherregulatorysupportmechanisms;

• Taxmeasures;

• Foreigninvestmentandownershipregulation;
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• Measuresto protectintellectualproperty.”

Industry statistics

Sector No of Turnover Employment Exports Wages
Employmg
Businesses AU$ mill A$ mill A$ mill

Film & Video 1945 1632.0 15,835 73.0 419.0

1. These businesses employ about 9,500 people, 60 per cent full time.
2. Approximately 55 per cent of the total value of their production activity is the

making of productions specifically for television.
3. Making feature films accounts for 20 per cent of their activity and another 20 per

cent is the production of commercials and advertisements.

Industry trends

Theindustryhasbeengrowingrapidly in recentyears:the increaserecordedin the
threeyears1997to 2000was58 percent,andin thepreviousthreeyearsto 1997the
numberof productionbusinessesincreasedby 70 percent(possiblydueto thearrival
ofpayTV in 1995).

For2000-2001,thetotal valueoffilm productionwasA$861 million, ofwhich
71 percent(A$608million) wasspentin Australia.Therewere67 Australian
productionsequatingto avalueofA$3 19 million, eight co-productionsvaluedat
A$192 million and21 foreignproductionsvaluedatA$350million. While thetotal
valueofproductionsincreasedstrongly,mostofthis increaseoccurredwith co-
productionsorby foreignproductionsin Australia.

IBIS estimatesthatthis industrywill grow at anannualaveragerateof 10%from
1999-00to 2004-05,mainly dueto thecontinuedassistanceprovidedby theFederal
Government(http://www.ibisworld.com.au!).

As thetrendofvertically integratingtheproductionanddistributionaspectsofthe
industrydevelops,thestructureoftheAustralianindustrywill becomesimilar to the
overseasmodel,wheremarketpoweris concentratedin asmall numberofproduction
companieswhichhaveawide networkof distributionlinks.

A reductionin movie makingcostsis occurringdueto theuseofdigital technology
which it is projectedwill eventuallyhalvefilm productioncosts.

Export activity sales and trends and potentials

Thereis significanteconomicbenefitto Australiaof attractingfilming andpost
productionofUS generatedfilm — Australianbusinessesreceiveflow-onsfrom
associationwith US film makingin Australia— postproduction,setmakes,
electricians,accommodation,catering,transportetc.

S

Australia is continuingto seegrowthasalocationfor foreignfilmmakers— USA,
India,Thailand,Vietnam.However,this growthis heavily affectedby tax issues,
incentivesandthestrengthoftheAustraliandollaragainstUS dollar. Thesame
issuesapplyto Australiaasapostproductionsite.
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Thereappearsto beatrendofreductionin Australiaexportingfinishedfilm to
internationalmarketsin favourofbeingalocationandpostproductionsite for US
films.

Key Competitive Advantages P

Thecontinuingtrendhasbeenfor Australiato becomethepreferredlocationfor
offshoreproductions.Newfacilities openingin NSWoffer morehopethatthis trend
maycontinue.In part,this developmenthasoccurredbecauseAustraliahashad:

• A cost-competitiveenvironmentcosting,on average,30 percentlowerthan
productionsin theUSA;

• Goodlocationsfor variousfilm genres- including ‘ethnic’ neighbourhoods,
city-scapes,ruggedoutback,‘European’villages,industrialplants,vineyards
andcoastlines;

• A sophisticatedfilm infrastructure,with the largestpurpose-builtstudio
complex(Fox StudiosAustralia)andthemostcomprehensivefilm lab in the
southernhemisphere.Major productionhousesprovidecompletepost-
productionpackagesincludingeditorialstaff, PAL/NTSCvideoformatting,
sound/mixingstages,equipment/facilities,freight, logistical servicesand
financialmonitoring.Thecapacityin this areais expandingwith thenew
facilitiesopeninginNSW;

• Worldclasspost-production,visual effectsandsoundfacilities;

• ‘Reverse’seasonsandtimezones,which complementthenorthern
hemisphere’s‘shooting’ schedule;

• A strongrecordon technologicalinnovation,particularlyin transforming
traditionalindustrysupplychains— for example,post-productionis now non-
linear,digital andcomputer-based,with newtechnologiesfor business-to-
business‘exchanges’andthepotentialfor digital distributionviasatellite;

• Formingofvalue-addingconsortiato bid andwin exportwork in thepost-
productionsector;

• Crewswith professional,worldbestpracticestandards.All majorfilm events,
includingtheCannesInternationalFilm FestivalandtheAmericanAcademy
Awards,haverecognisedAustralia’s creativeandtechnicaltalent,andmany
award-winninginternationaltelevisioncommercialsarefilmed andpost-
producedin Australia;

• Supportfrom theFederalGovernmentthroughagencieslike theDepartment
of Communications,InformationTechnologyandtheArts, theAustralian
Film Commission,theAustralianFilm FinanceCorporation,Austradeand
statefilm offices. TheAustralianTax Office also administersfilm-specific
taxationincentives;and

• Numerousofficial internationalco-productionpartners.
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Export markets

Thebiggestmarketis USA with US producedfilms beingmadein Australia— filmed
on locationhereandpostproducedhere. Therehavebeensomedealingswith other
film marketssuchasJapan,andanewpushinto theUK. India is considered
problematicby theAustralianindustry. Interesthasalsobeenshown(through
Austrade)from Vietnamfor locationsandproductiontechnologies.

Export sales and market trends

For2000-01,thetotalvalueoffilm productionwasA$861 million, ofwhich
71 percent(A$608million) wasspentin Australia.Therewere67 Australian
productionsequatingto avalueofA$319million, eightco-productionsvaluedat
AS192 million and21 foreignproductionsvaluedat A$350million. While thetotal
valueofproductionsincreasedstrongly,mostofthis increaseoccurredwith co-
productionsorby foreignproductionsin Australia.

Current government policy/assistance

In theAustralianaudiovisualindustry,the Commonwealthgovernmenthas
establishedanumberofmeasuresofsupport,including:

• Direct subsidythroughtheAustralianFilm Commission(AFC), theFilm
FinanceCorporation(FFC), Film AustraliaLimited (FAL) andtheAustralian
Children’sTelevisionFoundation;

• Indirectsupportthroughtaxationconcessionsfor investmentin featurefilms,
televisionmini-seriesanddocumentaries;

• Australiancontentrulesunderthe BroadcastingServicesAct for bothfree-to-
air commercialtelevisionandpaytelevision;

• Regulationoftemporaryentryofnon-Australianresidentsinto theAustralian
entertainmentindustry;

• Internationalco-productionarrangements;

• Rulesgoverningforeignownershipofmedia;

• Cross-mediaownershiprules;

• Fundingfor nationalbroadcasters:AustralianBroadcastingCorporation
(ABC) andSpecialBroadcastingService(SBS);

• Direct supportfor trainingthroughtheAustralianFilm, TelevisionandRadio
School;and

• Supportfor preservationofAustralia’saudiovisualculturethroughthe
NationalFilm andSoundArchive.

Thesesupportmeasuresfor the audiovisualsectoraresimilar to thosein operationin
manyothercountries.

AL~~T RADE
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Specialist developments

Thereareanumberofnewinitiativesnowdevelopingincludingaprojectcalled
“XjMedialLab” theaim ofwhich is to developanintegratedapproachto film,
animationandspecialeffects. It is basedonwork relatingto newfilm technologies
comingfrom theUS thathasbeenvery successful.

Theprojecttriesto havepeopleworking in thisbroadareadevelopproductiveand
cooperativeworking methodologies,focussingon “streaming”andnewtechnologies.
(refhttp://www.xmedialab.com.au/xmedialab.html).This is anexampleofhow
industries/sectorscouldbeworkingtogether- ICT in conjunctionwith film,
animation,video etc.

Thereis still adivide between“content” and“technology”thatneedsto be overcome.
Contentoftencomesfrom “creators”— ie artists,film makers,etcand“technology”is
oftenin the handsoftechnicalspecialists,andoftenthetwo do notgettogether. The
X/mediallabprojectis onethat is seekingto breakdownthesebarriers. Thereare
someopportunitiesfor artistsandtechnicalpeopleto work togetherbut therecould
bemore.Costadvantageswill notcontinueto win Australiathebusiness— weneed
to be at-theleadingedgewith contentandcreativity. Integrationbetweentechnology
specialists,universities,workshops/laboratoriesandcreativeartistsis essential.

Challenges and Opportunities

Somechallengesfacingtheindustryinclude:

• Concernasto whethertertiarycollegeswill continueoffering coursesthat
leadto developmentsin film, animation,specialeffectsandelectronicgames?
— “expertcentresoflearning”.

• Theneedfor anongoingindustry“Think Tank” to recognisetrendsandfuture
areasfor developmentandsupport.Industryforumscouldbeusedto alert
Austradeaboutpresentandcoming issueswhich Austradecouldtakeinto
accountin arrangingexportpromotionandfacilitationfor theindustry.

• Somein the industryhaveproposedthatthetax offsetprovisionsfor large
budgetfeaturefilms shouldbeextendedto includeTV films. The suggested
impact,if this extensiondoesnotoccur, is thatAustraliamaylosemany
televisionfilm productionsto othercountries.Ausfilm suggeststhatthe
industrywouldbe 10%ofcurrentsizein 10 yearsif this changedoesnot
occur.

• Recentevidencesuggeststhattheflow on from internationalfilms is not
benefitingthelocalcommunity,andthatcommercialTV networkshave
stoppedfilm productionin line with thedemiseofthe CommercialTV
FinanceFund.(Source:IBIS 2003,www.ibisworld.com.au).

• Theshortageofbroadbandaccessis a limiting factorto development
opportunities,especiallyinternationalexchange.Lackofbroadbandwould
impedecompaniessendingfinishedwork backandforwardsoverthe internet.
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From an Austrade/exportperspective,challengesand opportunities include:

• Awarenessraisingin theinternationalmarketaboutAustraliancapabilities.

• How Austradestaffcanbetrainedto continueto recogniseandcapture
opportunitiesfor thesesectorsandpassthemon in atimely and
comprehensiveway.

• Howmight the strategyto doublethenumberofexporterseffectthese
sectors,especiallygivenprojectionsofconvergenceofthefilm industryinto a
small numberofmajorplayers.Thecombinationofagrowingsectorbut
fewerplayersprovidesachallengein thecontextofefforts to doublethe
numberofexporters.Thereis aneedto identifywherenewexporterswill
comefrom, whethernewmarketsfor thefilm industryshouldbeexplored,
andwithin this challengeaquestionasto whatAustrade’srole shouldandcan
be in thesecircumstances.

• PromotionprogramsofAustraliaasthebestlocation,andbestplacefor post
production.

• A greaterrole for industrybodiesin relationto exportreadinessdevelopment
forbusinesseswouldhelpAustradeto workwith moreexportready
businesses,andhavethemostimpactfrom availableresources.

• Continuingthespecialistfilm exportrole ofAusFilm whichAustradeviews
ascrucialto successin this sector.Ausfilm hasbeenverysuccessfulin its
focusontheUS marketsandis nowmovingto incorporateothermarkets—

expansionofthis schemewith Austradeto othermarketscouldbebeneficial.

• Continuingthe internationalawarenessraisingandmaintenancerole ofthe
AustralianFilm Corporation(AFC) throughthefilm “roadshow”project
fundedby theAustralianInternationalCultural Commission(AICC) andin
additionmakingenhancedlinks betweenthis promotion— that is between
recognisingopportunitiesfor film export— andtheAusFilm exportrole.

• Continueddevelopmentofspecialistproductionfacilities (eg waterstagesfor
underwaterfilming) — theseaddto theattractionofAustraliaforfilm
productionandpost-production.

ELECTRONIC GAMES INDUSTRY

Theglobal electronicgamesmarketis largeandis still growingrapidly“the market
grewby 10% lastyear[2001J,andis expectedto growby 15-25%ayearuntil 2006”
(TheEconomist,June22, 2002)—acharacteristicwhichsetsthesectorapartfrom
manyotherareasoftheICT industry.

Farfrom beingthe soledomainofadolescentmales,the industryis nowmainstream:
“Accordingto a surveycarriedoutby theInteractiveDigital SoftwareAssociation,
60%ofAmericansplaygames,eitheron consoles,handhelddevicesorPCs.Ofthose
garners,61%areadults;43% arewomen;andtheaverageageis 28. Figuresfrom
EuropeandJapantell asimilar story.” (TheEconomist,June22, 2002)

8
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This is alsoreflectedin productioncostsandsalesturnover. Video gamescancost
severalmillions of dollarsto produceandthemostsuccessfulgamescangenerate
revenuesto rival Hollywoodmovies.

In 2002,US salesofgameshardware,softwareandaccessoriestotalled$US 10.3
billion (NPD Funworid cited in PhiladelphiaInquirer,30 Jan2003)- exceeding
totalmovie box office receiptsof $US 9.3 billion (ExhibitorRelations- cited in
PhiladelphiaInquirer,30 Jan2003).This is nowthesecondyearin arowelectronic
gamesaleshavesurpassedbox office receipts.

“Australiansspentatotal ofA$825million in 2002ongamesandgamesequipment,
an increaseof39 percenton2001.RecentresearchfoundthatAustraliansnow spend
aboutA$2.3million adayon interactivecomputergames— aboutthesameasis
spentoncinema.”(InvestAustralia2003)

Theindustryis importantto Australia,particularlythegamessoftwaredevelopment
sector.“From a baseofsix companiesin 1996,the industryhasexpandedto more
than50 companies,with athriving mix of localdevelopersandmultinational
corporations.”TheexportsalesofAustraliandevelopedgameswereworthan
estimatedA$100million in 2002(InvestAustralia2003).

Successin this industryalsocomplementsAustralia’sfilm andassociatedindustries
— atrendwhichwill continueto growasthetwo mediumsfurtherconverge.

Scope

Thescopeofthis industrycoversproducersofhardwareandsoftwarefor playing
electronicgames.HardwaretypesincludePCs,consoles(PlayStation2,Xbox,
GameCube),handhelddevices(GameBoy - colourandadvanced,mobilephonesand
PDA5)andperipheralsfor theseplatforms.Softwareis disseminatedmostlyvia
CD/DVD-ROM, but online andwirelessdeliverychannelsareincreasingin
importance.

Giventhedominanceofmultinationalhardwarecompaniesproducingproprietary
systems(ie thebig PCmanufacturers,Microsoft,Sony,Nintendo,andNokia);
Australia’scapabilitiesarealmostexclusivelyin thesoftwareside oftheindustry.

Current Industry Situation

Industry Structure
r

Theelectronicgamevaluechainconsistsof:

• Publishers(whooriginateandfundmostprojects);
• Developers(who buildthem);
• Pre-andpost-productionhouses(whichprovideadditionalcreativeservices);
• Consultants;
• Distributors;and
• Retailers

(Source:MultimediaVictoria, 2003)
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Publishersareall largemultinationals,primarilybasedin theUSA, Europeand
Japan.SeveralofthesepublishershaveAustralianoperations.Themain locationsof
publishers,in order,are:

1. USA
2. Japan
3. France
4. Britain

TheUSA marketincludesthelargestpublishersby marketshare,but theFrenchand
Japanesemarketsarealsosignificant. “Five oftheworld’s fifteenindependentgame
publishersin 2000wereFrenchandfive wereJapanese.”(Multimedia Victoria,
2003)

Someofthepublishershavebeenestablishedby or areownedby film andmusic
productioncompanies(LucasArtsEntertainment,MGM interactive,Disney
Interactive,VivendiUniversalGames,Fox Interactive),someareownedby current
andformerhardwaremanufacturers(Microsoft, SonyComputerEntertainment,
Nintendo,Sega),whilst otherarestand-alonegamepublishinghouses(Electronic
Arts andothers).

As well ascommissioningoutsidedevelopersto producegames,manypublishers
also havein-housedevelopmentarms.In Australia,thereis currentlya coregroupof
around50-60companieswho supplygamesto thelargepublishers.Thehigh costsof
developinggamesfor today’sadvancedplatformsmeanthat developersusuallyneed
to obtainoutsidefundingpriorto developingagame.

Australiandevelopersengagein two wayswithpublishers:producingoriginalgame
conceptsthenseekingapublisherto fundandpublishtheproject;orbeing
commissionedby apublisherto produceagameto certainspecificationsbasedon the
publishersconcept(whichmaybe afranchisesuchasJurassicParkorMenIn Black).

—

Fundingis oneof thebiggestobstaclesthatAustraliandevelopersface,giventhe
high costofhardwareandlabourthatarerequiredto producetoday’stechnically
sophisticatedgames.In a similarwayto thebook industry,publisherscangive
developersan “advance”on thefuturegameroyalties— but this would rarelycover
all ofthedevelopmentcosts.

As well asdevelopinggames,somecompaniesdevelopgamessoftwaredesign
engines.Thesearethemiddlewareprogramsusedbydevelopersto eitherdesignor
runthegame.Theymightbeanengineto handlethe3D animation,oranengineto
managetheeventsandartificial intelligencein agame.BigWorld is onesuch
Australiancompanywhichproducesmiddlewaretechnologyfor Massively
Multiplayer OnlineGaming.

Therearealsocompaniesthatareserviceprovidersto thedevelopers— these
companiesprovideservicessuchaspost-production,motioncapture,qualitytesting
etc.Giventhe amountofreallife footage,andtheadvancedlevelsof soundusedin
softwarefor second-generationconsoles,manyof thePre-andPost-production
housesthatservicegamedevelopersarethesamecompaniesthatservicethe film
industry.

10
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Alongsidetraditionalchannels,anemergingnewdistributionchannelis online
delivery. Whilst at themomentmostgamesaresold in retail outlets,andthe only
softwarecommonlydownloadedfrom the internetaredemonstrationgamesand
patches,downloadswill expandasbroadbandaccessspreadsandonline gamesgrow.

N’ N

High Overall Growth
Thegamesindustryhasseenstrongconsumerhardwaresales,andsignificantgrowth
in softwaresales—Video gamessalesin theUS grewat 10%in 2002and12 % in
2001 (PhiladelphiaInquirer,30 January2003).TheJapanesegamessoftwaremarket
howeveris at a saturatedlevel, andhasbeendecliningsinceits peakof580 billion
yen(AUD $6.5 billion) in 1997(Nikkei Weekly(Japan)29 July2002). Overall
though,growthworldwidehasbeenstrong,andthenextgenerationofconsoleswill
likely spuranothersurgein gamessales.Thesecharacteristicsdistinguishthegames
sectorfrom manyotherareasoftheICT industry.

Technical Plafforms

Consoles vs. PCs

Consolesarespecialisedgamescomputerswhicharedesignedto playDVD-Rom
formatgames— specificallyonly thoselicensedby themanufacturer.Theyare
connectedto playthroughtelevisions.Thetwo mainconsoles,theSonyPlayStation2
andMicrosoftXbox, arecapableofonline gaming.

Sinceits launchin late2000,the SonyPlayStation2hasdominatedtheconsole
market.MicrosoftXbox andNintendoGameCubeenteredthemarketlater, towards
the endof2001. Dueto their lateentry,a lackof“must-have”softwaretitles, anda
smallerrangeof softwaretitles overall, theMicrosoft andNintendoconsoleshave
failedto mounta seriouschallengeto Sony’spositiondespitecompetitivepricing.

To date,Sonyreportshavingsold 50.3 million unitsofthe PlayStation2,Microsoft
hassold 8 million unitsoftheXbox. Whilst Nintendodoesnotreleasesalesfigures,
it is believedto havesold8 million gamecubesto date.On2002sales,Sonyheld
60%ofthemarket,Microsoft23%andNintendocame17% ofthemarket.
(PhiladelphiaInquirer,30 January2003)

It is difficult to determineexactlyhowmanyPCsareusedfor thepurposesof
gaming.All PCscanbe usedfor somekinds of computergames,althoughthemore
advancedgameswith 3D graphicsrequirePCswith high-endprocessorchipsand
graphicscards.Salesofsoftwaregivea pointofcomparisonbetweentherelativesize
ofthePCandconsolesegmentsofthemarket.

NPD Funworidreportthatin 2001 141.5million unitsofvideo(consoleand
handheld)gamesweresold (valueUS$4.6billion), asopposedto 83.6million units
ofcomputer(PC)games(valueUS$1.75billion). Also, unit salesofvideogames
grewat 8.3%from 2000whilst unit salesof computergamesfell by 1.5%. (NPD
FunWorldcited in EssentialFactsaboutthe ComputerandVideoGameIndustry,
IDSA, 2002).

Handheld
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Currently,thehandheldmarketis dominatedby Nintendowith its GameBoy
Advancesystem.Nintendohavesold 11.7 million unitsto datein theUS alone.The
positionofdominancewill beincreasinglychallengedin thenearfutureby advanced
mobilephones(suchasNokia’sN-Gage),andPDAs — particularlyif wirelessgaming
takesoff.

Future Trends and growth areas

Platform issues

Wirelessandhandheldgaming

Wirelessgamingis whereplayersuse2.5 and3GmobilephonesandPersonalDigital
Assistants(PDAs) to play gamesagainstotherpeopleonawirelessnetwork.It is
forecastto bea majorareaofgrowthforthefuture — andcouldproveto bea
significantrevenuegeneratorfor telecommunicationsprovidersby increasing
demandfor downloads.

Ovum(an independentresearchandconsultingcompanyoffering adviceon IT,
telecoms,e-commerce,anddata)estimateswirelessandhandheldgamingwill be
worthUS$4.3billion by 2006, is alsopoisedfor stronggrowthin Australiaon the
backof highmobilephoneadoptionrates.(InvestAustralia,2003)

Gamesfor 2.5Gand3G mobilephones(excludingphonessuchastheNGage)are
technologicallysimplerthanconsolegames,dueto thelimited computingpowerand
small screensizeofthedevices.

Theselimitationsmeanthat thegamesarecheaperto develop,andsomaynotrequire
themassivefundingonly apublishercouldprovide.Thelimitations alsomeanthat
gamesin this areawill haveto rely on innovativeconceptsandgreatgameplayrather
thanimpressivegraphicsor othergimmicks.

This maymeanthatit maybepossiblefor Australiandevelopersto sell games
directlyto mobilephonemanufacturersormobile carriersfor mobilewireless
devices.Thiscouldbeapotentialopportunityfor Australiandevelopers.

Consolelife cycle andimplicationsfor softwaredemand

In thecurrentenvironment,successfulgamesconsoleshaveaproductlife cycleof
aroundfive years.For example,theoriginal SonyPlayStationwaslaunchedin 1995,
thePlayStation2in 2000,andthePlayStation3is reportedlyduefor a2005release.

This cyclemeansthat hardwaresalesfall in theleadup to thereleaseofthenext
generationconsole.It alsomeansthatwhilst softwarereleasesandsalescanbeslow
in theinitial periodfollowing therelease,(asdeveloperslearntheparametersand
capabilitiesofthenewhardware)this earlyphaseis thenfollowed by aboomin sales
asconsolesalesriseandthe qualityof gamesincrease.As statedin TheEconomist
thereis “one advantage:the gamesbusinessis, in effect, isolatedfrom thebroader
economiccycle”. (TheEconomist,22 June2002)

Online gaming

Onlinegamingis still in arelativelyearlystage,andso this segmentofthegames
marketis still developing.
12
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Theadvantagesofonlinegamesarethat forthe serviceproviders,thepublishersand
the developers,theyprovideongoingincomestreams,asopposedto the oneoff
revenuesfrom traditional softwaresales.

Furthermore,themarginson online gamesareveryhigh — Sony’smarginsononline
gaming are65-70%[Nick GibsonofDurlacherResearch(TheEconomist,22 June
2002)].

MassivelyMultiplayer OnlineGames(MMOG)

MassivelyMultiplayer OnlineGames(MMOG) aregamesplayedon PCswherethe
gameplay takesplaceonline in avirtual worldpopulatedby manyothergame
playersaswell ascomputercontrolledcharacters.

In someofthesegamesthereareasmanyasseveralhundredthousandplayers,and
playersmaintainthesamecharactersfor extendedperiods— evenfor manyyears.
Unlike traditionalgameswheregame-playis basedaroundachievementofvery
specificshorttermgoals,game-playin MMOGsis usuallybasedaroundlong term
accumulationofskills,wealth,andstatus.

As well astheregulardevelopmentcosts,theonline worldrequiressignificant
maintenanceandadministrationby thegame’spublisher— bothfrom agame-play
andatechnicalperspective.Hencethereis usuallyasmall initial feealongwith a
regularsubscriptionfee(ontop ofregularISP charges).Thesegamesgenerate
ongoingrevenuestreams.

New online consolegaming

SonyandMicrosofthaverecentlylaunchedonline gamingin theUSA for their
consoles,thePlayStation2andXbox. Theyaredueto releasetheservicein Australia
towardtheendof2003.Thetwo companieshaveadoptedslightly differentbusiness
modelsfor online gaming,with Microsoftbundlingtherequiredbroadbandaccess
with gamingsubscriptionfeesin acompletepackage,whilst Sonyleavesbroadband
accessto the consumer’schoiceofISP.

As with MMOG, newgamesmadespecificallyforonline gamingarerequiredfor
this newarena.Whilst thispresentsnewopportunitiesasSonyandMicrosoftseekto
encouragenewcontentfor online gaming,online gamesaretechnicallyadvancedand
resourceintensivefor developersandpublishers.

Perhapsthebiggestobstacleto take-upofonline gamingis the low penetrationof
broadbandaccess.This is aproblemfor theUS who,whilst rankingfourth in the
world,still only hadabroadbandpenetrationrateof3.21 peronehundredinhabitants
in June2001,andwill alsoproveto beaproblemin Australia,aswehavebroadband
penetrationofjust 0.58 peronehundredinhabitants(OECD,2001).Reportedly
“mostobserversdo not expectaboomin online gaminguntil thenextconsolecycle,
startingin 2005” (TheEconomist,22 June2002).

LAN Gaming

Anothermoreestablishedareaofonlinegamingis LAN (Local AreaNetwork)
Gaming,whereaPCgameis playedwith (andagainst)otherplayerson networked
computers.Thesegamestendto be “first personshooter”oractiongames.
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Someofthegamesin this genrearenow designedspecificallywith LAN game
playingin mind.LAN gaminghasalso createdamini industryfor companiesto
providethenetworkson afeepayingbasis— ofteninternetcafé’swith highend
machines,ortemporaryLANs establishedin largehalls.

Convergence with film/television etc

Convergencebetweenthefilm andthegamesindustry is taking placein two main
ways:

• Content— “Gamebasedon films arecommonplace,andfilms basedongames
areno longerrare(Final Fantasy,Mortal Kombat,ResidentEvil... Tomb
Raider).(p11,MMV, 2003)”Furthermorefilms andgamessuchasLord of
theRings: TwoTowersandtheMatrix 2 weredevelopedandshot
concurrently“to ensurethatthecharacters,storylineandart direction(look
andfeel)ofthetwo productsareconsistent.”(p11,MMV, 2003)

• Techniques— 3D Computeranimationtechnologyis nowan integral
techniqueusedin manyfilms. Manyfeaturelengthfilms (ie Final Fantasy,
Toy Story,Shrek,Monstersmc), arenowmadesolelyusing3D computer
animation.On thegameside,manygamesuserealactorsandmotion capture
technologyto createlife-like 3D animation.Manygamesalsouseactorsfor
dialoguein games.GrandTheftAuto: Vice City, oneoftheall time best
selling gamesfor thePlayStation2usesthevoicesofHollywoodactorsRay
Liotta, DennisHopper,Burt Reynoldsandothers.

Given thattheAustralianfilm industryis in amoreadvancedstageofdevelopment
relativeto thegamesindustry,this convergencepresentsopportunitiesfor the
Australiangamesindustry.

Advancedfilm studiossuchasFox StudiosAustraliaandMelbourne’sforthcoming
DocklandsStudiocanprovidethetechnologyandinfrastructureneededfor motion
captureandvoicerecording.Forexample,TheMatrix sequels,filmed inAustralia,
usedmotioncapturetechnologyto collectthe imagesanddatato beusedin
animationforboththemoviesandthegames.

Competitive Advantages of Australian Industry

Low development costs comparative to US

As with otherareasof theICT sector,oneofAustralia’sprincipleadvantagesin the
gamessectoris thatthedevelopmentcostsin Australiaarelow relativeto theUSA.
This is primarilydueto theexchangeratedifferential andwagedifferences.

Experiencein otherareasofthesectorshouldserveasawarningthatAustralia
cannotcompeteon costalone.Developersin India andChinaoffer afar cheaper
alternative,andalthoughtheymaynot currentlyhavetherequisiteadvancedskill
levelsin theareaof3Danimationthis couldbe acquiredquiterapidly.

As aresult, thecostdifferentialwith theUSA is only anadvantageif it is in
conjunctionwith world-classcreativetalentandinnovativegameconcepts.

~p1
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High skill level

Over650full-time artists,designersandproducersarealreadyemployedin the
industry,andtheGameDevelopersAssociationof Australiaforecaststhis could
reach2,000within five yearsas localstudioscontinueto expandtheirshareof the
global market.

DrawingonAustralia’smulticultural andmultilingual employmentbase,games
developedin Australiahaveauniquenessthatappealsacrossall cultures.Australia
alsohasastrongbaseofcomplementarycreativeindustries,includingadvertising,
design,entertainment,film andmedia.

Quality universitycourses,andvocationaleducationandtrainingensurethis talent
supplywill continueto meetmarketneedsinto thefuture. CharlesSturtUniversity,
Griffith University,LatrobeUniversity,QueenslandUniversityofTechnologyand
theUniversitiesof QueenslandandSouthAustraliaoffer significantgamesoriented
studywithin degreeprograms.

PrivateinstitutionssuchastheAcademyofInteractiveEntertainmentandQANTM,
agovernment-fundedcooperativemultimediacentre,alsooffer highly specialised
coursesfor gamesdevelopers.

In addition,theAustralianGovernment,hasprovidedAS12.4 million to establishthe
InteractionDesignCentreat theQueenslandUniversityofTechnology.This centreis
beingestablishedundertheCooperativeResearchCentre(CRC) program,a
longstandinginitiative to encouragecloserlinkagesbetweenresearchersin education,
industryandgovernment.
(InvestAustralia,2003)

Local offices of foreign publishers

Australiancompanieshavesuccessfullybuilt linkageswith theinternationalgames
industry.InfogramesacquiredAustraliangamesdeveloperBeamSoftwarein 1999as
thebasisfor its IMH centre.Thecompanysubsequentlyconsolidatedits majorsales,
distribution,andlocalizationoperationfortheAsiaPacificregionin Sydney
following its 1999acquisitionofthemajorlocal distributorOziSoft.

AcclaimEntertainmentandFrenchmediacompanyVivendiUniversalalsohaveAsia
Pacific regionalheadquartersin Australia,whilePC andconsolegamesspecialist
THQ is usinga regionalbasein Melbourneto growits businessacrossAsia,New
ZealandandLatin America.
(InvestAustralia,2003)

Othercompanies,includingElectronicArts (theworld’snumberoneindependent
publisher)andNintendo(oneofthe“big three”consolemakers)havedistribution,
salesandmarketingoperationsin Australia.
(MultimediaVictoria, 2003)

Thelocal officesallow local developmenttalentto raisetheirprofilewith themajor
publishers,andmayalloweasieraccessfor developersto pitch newgameideas.
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Availability of qualitypost production and support services due to local
film industry

As describedabove,theavailabilityofhigh qualitypost-productionandsupport
serviceswhich alsoservicethefilm industry,andthestrongstateofthe local film
industry areadvantagesfor theAustraliangamedevelopersagainstsomeother
countries.

Government support

TheAustralianindustryalsoenjoysactivegovernmentsupportin certainareas.The
stategovernmentsall providesomekind of supportfor gamesandentertainment
companies.TheVictorian Governmentfor example,is providingfunding for a
numberoftheexpensivePlayStation2developerkits neededto developgamesfor the
platform.

At afederallevel, agenciesincluding InvestAustralia,DITR/Auslndustiy,and
DCITA all providesupportto the industry. “Rich-content”electronicorcomputer
games,arealso eligible for fundingby theAustralianFilm Commissionundertheir
interactivedigital mediaprograms.TheAustraliaCouncilhasfundedsomevideo-
gametypeprojects,but this is muchlesscommon.

Industry Issues

Back catalogue ofAustralian developed games

AlthoughtheAustralianfilm, televisionandmusicindustryhasproducedlarge
internationalcommercialsuccesses(CrocodileDundee,AC-DC areexamples),the
AustralianGameindustryhasnot producedasmanyblockbuster“must-have”games.
This canin partbeattributedto difficulty in obtainingdevelopmentfunding.

This lackofbig commercialsuccessescanactasabarrier.Often, thefirst
breakthroughsuccesscanopendoorsfor laterprojectsby focussingattentionon the
local industry.

Funding/financing barrierfor local developers

Given theadvancementsin animationandgametechnology,futuregameswill
becomeevenmoreexpensiveto produce.This meansfundingwill becomean even
biggerissuein yearsto come.

Theindustryhaslobbiedfor thetax reliefschemesfor investmentin Australianfilm
productionsto beextendedto coverGamesproductions.

Trade barriers forAustralian developers

Giventhat thebuyersofAustraliangamedevelopersproductsaretheGames
Publishersandnot theendconsumers,thereareno significantformal tradebarriersor
tariffs for Australiandevelopers.Thesameis truefor serviceproviders(suchas
testing)to gamesdevelopers.

N’
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For consoles,the endproduct(ie afinishedpackagedDVD-Romformatgameready
for sale)is subjectto regionalcoding(similar to DVDs) to preventpiracy.This has
theeffectof limiting parallelimports,and so couldbeconsidereda form oftrade
barrier.

Broadband and 3G access

Theavailabilityandpricingofbroadbandaccessand3Gmobiledeviceswill havea
significantimpacton thetake-upofonline andwirelessgaming.

AUS TRADE SUPPORTAND PROGRAMS

Austradesupportsthe film, animation,specialeffectsandelectronicgamesindustries
viaa numberofprograms,initiativesanddedicatedstaff. Austradealsosupports
theseindustriesvia allianceswith relevantindustrygroupsandlinkageswith other
CommonwealthandStateGovernmentdepartmentsandagencies.

Doubling the Number of Exporters

Austradeis the leadagencyin thewholeof Governmentstrategyto doublethe
numberofexportersby 2006.This strategyaimsto doubletheexportercommunity
from 25,000(ata baseyearof2000-01)to 50,000by 2006-07.Austraderesearch
showsthat therearecleareconomicbenefitsfrom thedoublingstrategy.

In termsofexportrevenue,theaimof doublingthenumberofexportersby 2006-07
couldcreateadditionalexportrevenuegrowthofover 5 percentayear,or $40 billion
overthefive-yearperiod.Achievingthe doublingtargetwill alsohavebenefitsto
Australia’smicroeconomy.Austraderesearchshowsthat, on average,exportersuse
technologyquicker,aremoreinnovative,andmoreproductiveandprofitablethan
non-exporters.Therefore,havinga fastergrowing andlargerexportercommunity
will spreadthe gainsin knowledge,technologyandinnovationfurtherin the
Australianeconomy.

Thedoublingstrategyis significantfor thefilm, animation,specialeffectsand
electronicgamesindustriesin two respects.Firstly, the doublingstrategyis
deliberatelytargetingsmall to mediumsizedbusinessesandtheoverwhelming
majority of local firms in theseindustriesfall into the SMEcategory,althoughthere
is atrendtowardsasmallernumberofmajorplayersin thefilm industry.Secondly,
theICT sectorhasbeenidentifiedasakey sectorwherethegrowthin exporterswill
comefrom. A majority offirms in theseindustriesareheavilyICT focussed,most
obviouslyin theelectronicgamesindustry,but alsoin thefilm, animationandapecial
effectsindustries.

New Exporter Development Program (NEDP)

In 2002,theNewExporterDevelopmentProgram(NEDP)commenced.TheNEDP,
which is athekey Austradeprogramtargetingnewexportersaspartof thestrategy
to doublethenumberofexportersby 2006is built on five keyelements:

1. Programsto generatenewexportersbuilt uponagreementswith allies in the
privateandpublic sector.Initially this will focuson working cooperatively

04~
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with StateGovernmentsthroughtheirenterprisedevelopmentprograms,and
supportingStateGovernmentexportprograms.Austradehasalsosigned
allianceswith AustralianBusinessLimited (ABL), theAustralianIndustry
Group(AiG) andtheVictorian Employers’Chamberof Commerceand
Industry(VECCI).

2. An expandedandenhancedTradeStartprogramthat links Austrade’s
resourcesandserviceswith qualifiedalliesto provideexportcoaching
programsfocussedon individual clients.

3. A substantialincreasein Austraderesourcesfocusedon newexporter
developmentincludingsignificantdedicatedtimefrom its overseasnetwork.

4. Identificationof andservicesfor newexportersin Biotech,ICT andServices
(BIS) areasin conjunctionwith Austrade’s overallstrategyfor thesesectors.

5. Developmentofpartnershipswith privatesectororganisations,suchas
professionalassociations,tradersandconsolidatorsdesignedto identify and
supportnewexporters.

TheNEDPprovidesopportunitiesfor prospectiveexportersin theFilm, Animation,
SpecialEffectsandElectronicGamesindustriesto receivefreeadvice,andaccessto
theresourcesandassistanceofAustradeandits governmentandprivatesectorallies.

TradeStart

To buildon its success,the Governmenthasallocated$21.5mto extendandexpand
thesuccessfulTradeStartexportassistancenetwork. TradeStartextendsthe
assistanceAustradecanprovidethroughcontractswith Ally serviceprovidersin
otherGovernmentagenciesandindustryassociations.

TheprimaryobjectiveoftheTradeStartProgramis to assistSmall andMedium
Enterprises(SME’s) to commenceexportingandto convertirregularexportersto
sustainedexportactivity. In additionto its primeobjective,theProgramis focussing
on theparticularneedsofregionalAustraliaandindustriesthathavehighpotential
for exportgrowth.

As partofthesuccessoftheTradeStartprogramtherehasbeenasignificantincrease
in thenumberoforganisationswishingto be involved in deliveringservicesunder
TradeStartasit goesforward.

Austradeis continuingtheprocessofestablishingcontractswith Ally organisations
for thedeliveryofthe TradeStartprogramoverthenextfouryears. To date,attotal
of49of51 proposedTradeStartofficesareopen,involveing 29 differentAlly service
providers.

TradeStartcanassistbusinessesin theFilm, Animation, SpecialEffectsand
ElectronicGamesindustriesby providingsupportin locationscloseto where
businessesareoperating,togetherwith specialistexpertisein relevantindustries. In
relationto manyoftheindustriescoveredbytheinquiry, nationalTradeStart
coverageis providedby theAustralianInteractiveMultimediaIndustryAssociation
(AIMIA) andtheAustralianElectricalandElectronicManufacturers’Association
(AEEMA).
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Export Market Development Grants (EMDG)
The Export Market DevelopmentGrant (EMDG) schemeis the Commonwealth
Government’sprincipal financial assistanceprogram for businessesseeking to
developexportmarkets. EMDG assistssmall and medium sizedexportersto seek
out and developexportmarketsby partially reimbursingtheirexpenditureon export
promotion.

EMDG is opento anyAustralianbusinessthat meetstheeligibility criteria,andin the
first yearof claim,satisfiesGrantsEntryrequirements.

Recentlyannouncedchangesto theEMDG schemewill will further focusthescheme
on small businessandlessexperiencedexportersandwill bettersupportthegoalof
doublingthenumberofAustralianexporters.

Specific Initiatives

Film, Animation and Special Effects

AustradesupportsAusfilm financially throughourLA post(around$250,000pa) -

Ausfilm is thekeyfilm exportagency.

Otherfilm projectswith whichAustradehassomecurrentinterestinclude:

• FacilitatingdiscussionandnegotiationbetweenAustraliandocumentary
filmmakersanda governmentinvestmentcenterin Japanin Osaka. The
projectis seekingto developsomeformsofjoint venturesthatmight resultin
co-productionsor in projectsthat couldbe takento theinternationalmarket
place.Thisprojectcouldhavetwo goodoutcomesfor Australianfilm
businesses— Australiancompaniesworkingwith Japanesecompanies
assistingthemto accesstheinternationalmarket;andAustraliancompanies
accessingtheJapanesemarket,whichhasbeenextremelydifficult.

• A Vietnamfilm delegationvisitedin 2002andAustradeVietnamis now
following up to developbusiness.Stronginterestin locationand
postproductionfacilities.

• Indianfilmmakersremaininterestedin Australiaasexotic locationfor Indian
producedfilms, but this is notattractiveto Australiansector,asit hasno
profit margin.

Austradealsoprovidessupportandassistanceto theindustryvia its international
networkof officesandmarketintelligenceandtheexpertiseandmarketintelligence
gatheredin conjuctionwith AusFilmandtheAFC, assistingexportersoverseasand
building capacitydomestically.

Electronic Games
Austradeas co chair of the Information and CommunicationsTechnologyEvents
Committee (ICTENC) process has supported the E3 Entertainment Games
Conferenceand Showcasein Los Angelesasa designatedeventworthy of support.
The eventwas well attendedby exhibitingcompaniesthis yearanddealflow looks
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very promising.Threeof the Statesprovideddirect financial supportas did Invest
AustraliaandAustrade.The TechnologyAustraliabrandingwasusedat this event
which is in line with FederalGovernmentpolicy.

AustradesupportstheprofessionalapproachoftheGamesDevelopersAssociationof
Australia (GDAA) and its role in fosteringgreaterinternationalbusinesssuccessfor
its constituentmembersandthe industryoverall.

The GDAA will be requestingfunding from the Departmentof Communications,
Information Technology and the Arts (DCITA) for a Strategic Plan. Austrade
supportstheformationof suchaplanbut obviouslytheissueoffundingsupportis up
to DCITA.

GDAA will be requesting Government support for the Games Developers
Conferencein San Josein March nextyear.AustradeconsidersICTENC to be the
appropriatevehicleto considersucha proposal.

Global ICT team
The AustralianGovernmentand its TradePromotionagency,Austrade,encourage
two-way investment; exportsand technologytransferbetweenthe AustralianICT
industryandoverseasbusinesspartners.

Austrade currently has an internationalnetwork comprising 96 overseasoffices.
Austrade also hasa Global ICT Teamdedicatedto Technologyroles within this
network.Australiantechnologycompaniesareencouragedto takeadvantageof our
specialiststaffwho arewell connectedinto their localmarketIT industriesincluding
excellentaccessto key internationalICT buyersandcustomers.
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APPENDIX! - AUSTRALIAN ELECTRONIC GAME COMPANY CAPABILITIES

Table of Companies
Source:GDAA, 2003.Thefollowing firms areAustralianbasedgamesdevelopers.This list is not exhaustive.

Company Location Platforms Titles Contact I

Auran Development Brisbane PC, Xbox. PS2 Ultimate Trainz Collection tcarter@auran.com
Mixports: Basketball www.auran.com
Microsoft Train Simulator: USA and Canada
TrainzCommunity Edition
Auran Jet
D20: Sanctuary
Trainz
D20: Dark Awakening
Dark Reign: Shadowland
Dark Reign

BigWorldTM Sydney Xbox, PC BigWorldTM Technology middleware for
massively multiplayer online games

Iicensing~bigworld.com
www.bigworldtech.com

Blue Tongue Software Melbourne P52, Xbox, NGC, GBA, PC Jurassic Park: Operation Genesis
Starship Troopers: Terran
Ascendancy
Riding Star
AFL Finals Fever

info~bluetongue.com
www.bluetonciue.com

Bullant Studios Melbourne PS2, Xbox, NGC, PC, GBA, Mobile,
ITV

Legend Has It
AutoDestruct

Ross.symons~bullantstudios.com
www.bullantstudios.com

C4 Melbourne Mobile, GBA Nick Toon Racing
Soul Daddy in LA
Soul Daddy BKB
Usagi Yojimbo

pauIm~c4-digital.com
www.c4-diqital.com

Dimsdale & Kreozot Brisbane Pc, GBA, NGC, PS2 Tito the Bouncing Alien Iouis@dimsdale-kreozot.com
www.dimsdale-kreozot.com

A1~?TKADE
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Company Location Platforms Titles Contact
Extreme Testing Adelaide All N/A - Provide all aspects of games testing

services to developers and publishers
info~extremetesting.com.au
http://www.extremetesting.com.au/

Eyecon Brisbane PC Gore — The Ultimate Soldier
Online web games

scott@eyecon.com.au
www.eyecon.com.au

Halfbrick Studios Brisbane NGC, GBA, PS2 Rocket Power— Beach Bandits sdeo@halfbrick.com
www.hallbrick.com

Infinite Interactive Melbourne PC Warlords III & IV
Warlords Battlecry I & II

sfawkner@infintie-interactive.com
www.infintie-interactive.com

Infogrames Melbourne
House

Melbourne PS2, Xbox, NGC, GBA, PC Le Mans
MIB2
GPC
Looney Tunes Space Race
GP500

cwaII~au.infogrames.com.au
www.infogrames.com.au

IR Gurus Interactive Melbourne PS2, Xbox, PC AFL Live
Saddle Club
Equestriad
Riding Star

shoney~irgurus.com
www.irqurus.com

Irrational Games Canberra PS2, Xbox, PC System Shock 2
Freedom Force
The Lost

jon~irrationaI.com.au
www.irrationalgames.com

Krome Studios Brisbane PS2, Xbox, NGC, PC, DC, PSX Ty the Tasmanian Tiger
Sunny Garcia Surfing
Barbie Beach Vacation
Barbie Sparkling Ice Show
Extremely Goofy Skateboarding
Championship Surfer

rw@kromestudios.com
www.kromestudios.com
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Company Location Platforms Titles Contact
Micro Forte Canberra Xbox, PC, Pocket PC, Mobile

Sydney (Symbian J2ME)
Unannounced 1St Party Xbox MMOG for
Microsoft.
Lord of the Rings MMOG
Fallout Tactics
Hotwheels Bash Arena
Enemy Infestation
Demon Stalkers
Fire King
America’s Cup Sailing Simulation

johndem~microforte.com.au
www.microforte.com.au

Pandemic Studios
Australia

Brisbane PS2, GameCube, Xbox Star Wars: The Clone Wars, Lucas Arts
Army Men: RTS
Triple Play 2002
Dark Reign II

info~pandemicstudios.com.au
www.pandemicstudios.com

Ratbag Adelaide PS2, Xbox, NGC, PC
~

Powersllde
Dirt Track Racing
DTRSC
Leadfoot
DTR2
World of Outlaws Sprint Cars

mbracken~ratbaggames.com
www.ratbagqames.com

Tantalus Interactive

.

Melbourne PS2, NGC, GBA, PC, PS2, Xbox,
PSX

South Park Rally
Equestriad 2001
Mary Kate and Ashley Winner’s Circle
Woody Woodpecker in Crazy Castle 5
Flintstones: Dino to the Rescue
ATV Quad Power Racing
Top Gear Rally
Monster Truck Madness
Over 10 Conversions

tom@tantalus.com.au
www.tantaIus.com.au

thatgame Melbourne PS2, PC, Mobile Unannounced PS2 title
Casino Blackjack Champion
ThatChess
Shooting Stars
That Baseball

Benc~thatgame.com
www.thatgame.com

2
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Company Location Platforms Titles Contact
Torus Games Melbourne PS2, Xbox, GBA, PC, NGC

.

Duke Nukem
Minority Report
Carmageddon 3
Jackie Chan Adventures
Space Invaders
SpiderMan: The Sinister 6
Doom II
The Incredible Ironman
Ice Nine

info@torus.com.au
www.torus.com.au

Wildfire Studios Brisbane PS2, PC Balls of Steel
Kiss Pinball
Dirt Track Racing Pinball -

Austin Powers Pinball

darren@wildfire.com.au
‘www.wildfire.com.au
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Useful Links
Referto tableabovefor companylinks.

Entertainment and Leisure Software Publishers Association (UK) -

http://www.elspa.com/index.asp

E3 - http://www.e3expo.com!

GameDevelopersAssociationofAustralia- http://www.gdaa.asn.au/

InteractiveDigital SoftwareAssociation(USA) - http://www.idsa.com!

InvestAustralia- http://www.investaustralia.gov.au/

Multi Media Victoria (Resource Centre — Publications) -

http://www.mmv.vic.gov.auICA256985002E8DB7/All/AD6B46CEC2470674CA256
9980083BF2C?OpenDocument&1 80Resource_Centre~&2~20Pub1ications~&3=~.

NPD Funworld- http://www.npdfunworld.com/funServlet?nextpage=index.html
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APPENDIX II- COMPANY PROFILES

1. Storyteller Media Group Pty Limited

www.storyteller.com.au

Western Australia-basedStoryteller Media Group Pty Limited is producing a
documentaryspecialand set of four training videosaimedto helprid the world of
landmines.

ManagingDirector, Mike Searlespent time in Afghanistaninvestigatingthe useof
sniffer dogsto searchout land minesin war torn Afghanistan.The resultswill air
worldwide on the Discovery Channel’sAnimal Planet and be madeinto training
videosfortheGeneva-basedCentrefor HumanitarianDemining.

“Land minesnot only kill people,they createrefugees,simply becauseif you know
you could treadon one,you don’t go backto yourhomecountry,” Mr Searlesaid.
“There arearound100 million landminesfoundin over20 countriesworldwide. Our
trainingvideosaresuitablefor internationaluse,weusesimple graphics,vision and
voice-oversin foreign languages,”he said. Mr SearlestartedStoryteller in 1989
following aten-yearstint asanewsreporteron ChannelSevenandNine.

The inspirationto go solo was inspired by a famousincident in 1998, when he
covereda story about96 falsekiller whalesbeachedin WA. “I thoughtthestory was
so incredible. The determination of volunteersto free the whales in freezing
Septemberwaterscapturedmy imagination,”hesaid.

“I wantedto turn the story into a documentaryand my employer,ChannelSeven
wasn’t interested,so I raised the money to purchasethe footage and made a
documentary.It endedup selling in 60 countriesand ironically Channel Seven
purchasedit too.” The averagecost of putting togethera series of 13 half hour
programsis around $2.5 million and they cantake 12 monthsto complete.Before
settingout to makeaseries,financialbackersaresought.

TheAustralianmarket is small so internationalmarketsaretargeted.“In developing
export marketsI’ve receivedexpert advice from Austrade and funding through
Austrade’s Export Market Development Grants (EMDG) Scheme. I’ve found
Austrade’sservicesto be essentialto our export success,”Mr Searlesaid. “In the
early daysand eventodaywe run the risk ofbeingproject driven. Whena project
ends,if there’snot a new one to start, it canbe worrying. With the EMDG it helps
smoothout thebumpsandallowsusto spendmoneyonmarketing,”he said.

Storytelleroperateswith six permanentstaffandaroundsix casualcontractors.Their
skills cover film and television, new media, website design and interactive CD
ROMs. As well as documentaries,Storyteller producecorporatematerial. “The
newestthing is interactiveCD ROMs,wecanputup to 10 minutesof full vision and
stereofootageonto pocketsizedcompactpersonaldigital organisers.Whentravelling
youcanwhip outyourpocket-sizedPC andshowoff thecorporatefootagejustabout
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anywhere,anytime.It meansthe endofsearchingfor a compatiblevideo player,” Mr
Searlesaid.

2. Prototype Casting

www.prototvpeCastlng.com.au/flash/index.html

Believe it or not, actorRussellCrowereallydoeshavesomethingto do with exports.
His fameis continuingto lift the internationalprofile of thecastingconsultancythat
discoveredhim, Sydney-basedPrototypeCasting.

Director of Prototype,Robyn Gibbes said around 75 per centof their businessis
throughexports. “Actors like Russell Crowe,Nicole Kidman, GeoffreyRush,Hugh
Jackmanand Toni Collette have firmly cementedAustralia’s position on the
worldwide film stage.Our actorsare currently amongstthe most famousand sort
afterin theworld,” Ms Gibbessaid.“Although film makingfrom theUS andUK has
droppedoff dueto thewarin Iraq andotherfactorslike fearof SARS,thelong term
prospectsfor ourindustrywill only leadto betterthings in thefuture,” shesaid.

RobynGibbesandfellow director,GregApps, startedPrototypeunderthenameLiz
Mullinar Casting, 19 yearsago in Melbourne. After five years in Melbournethey
movedto SydneyandbeganoperatingasPrototypeCasting.“Greg andI are former
actorsandweonly employstaffwho haveactingbackgrounds.I look afterbusiness
relationsandmarketingandGregis the creativecastingdirector.At themomentwe
employsevenfull-time staff, howeverthatchangeswhennewfilm projectscomein,”
Ms Gibbessaid.

“We’ve deliberately focussedon developing our internationalbusinessand are
thankfulto receivefundingassistancethroughtheAustrademanagedExportMarket
DevelopmentGrants (EMDG) scheme.Greg and I travel to the United States
constantlyto promoteourcompanyand the EMDG allows us to do it. The EMDG
opens up the Australian film-making community to the rest of the world - it’s
terrific,” shesaid.

Ms Gibbes said manypeople are awareof the role of casting agents- they are
theatricalagentswho representpeopleoractors- but manyarenotawareoftherole
ofcastingconsultantslike Prototypewhich is completelydifferent.

“As castingconsultantswe are usually the first port of call for the film making
process.Film companiesor directorssendus scripts.We readthe scriptsandmake
sure they’re good enoughto succeed.We then advisewhat we think the budget
shouldbe to coverthe costof starsandproductionetc. andwe recommendactorswe
believewouldbemostsuitablefor theroles,”Ms Gibbessaid.

5,

“We recommendedRussellCrowefor the leadrole in Proof, the initial vehicle that
launchedhis career.We thenrecommendedhim for theleadrolein RomperStomper.
The thing that stood out aboutRussellwashis passionand ambition. He wasmore
ambitiousthananyotheractorthat Greg,who casthim, hadever met. Russellalso
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hasa hero’saura,whenhewalksinto aroom you know he’sthehero, he’sdifficult to
castasanythingelse.

“We still recommendRussell for scripts. We read small budgetscriptswith great
roles andbecauseofourgoodrelationshipwith hismanagerwetell them,just in case
hewantsto starin anAustralianfilm,” shesaid.

3. Base Camp Productions

www.baseCamp.Com.au

A decisionto enticeoverseasadvertisingagenciesandproductionhousesto Australia
to maketelevisioncommercialshashelpedpushearningsby 100 percentannually
for Melbourne-basedBase Camp Productions.Born in Korea and now a proud
Aussie citizen,ManagingDirector Kimbo said he recognisedtherewas a lucrative
potential market in bringing Far East Asian production companiesto Australia.
“From thebeginning,I wantedto bringjobs from Korea, JapanandChinato shootin
Australiabecauseofits greatnaturalbeautyand diverselocations.Anotherattraction
is ourseasonsareoppositeto FarEastAsia.Whenit’s theirsummerwe’re in winter,”
Kimbo said. “Now on average I’m bringing between 30 to 50 production or
advertisingagencieshereeachyear.

TheyuseAussiecrews;in factAustraliais becomingwell knownfor havingsomeof
the bestcameramenin theworld.” Exportsnow accountfor 98 percentof business
andBaseCamprecentlysetup its own liaison-marketingoffice in Tokyo andMilan
in orderto widen theexportmarket.

Kimbo has lived in Australia for more than 12 years. He originally camehere to
study for anMBA aftermajoringin economicsin Korea. While studying,heworked
for a broadcastingstation in productionfor almost five yearsand had a coupleof
acting jobs. This provided Kimbo with the experienceand capability to go into
freelanceproductionin 1996, thenafter a yearhe setup BaseCamp. “The business
hasalwaysbeengrowing,evenduring theAsiacrisis. Wheneverybodywasclosing
their businessesbecauseof the situation in Korea and Japan, I cementedmy
relationshipsin thosecountries,”Kimbo said.

“I decidedto do my marketingduring that periodbecauseI knewKorea and Japan
didn’t havethe land massand locationsAustraliacouldoffer to shoot commercials
and America and Europewere too expensive.My ideapayedoff and clients now
includeSamsung,LG, Hyundai,MazdaandDaewoo.

“Austradehasprovidedme with exportassistanceover theyears. In 1997 I went to
Korea with them to hold a seminarand last April we went to Japanfor an
AusFilmlAustradeinitiative. “We havealsoreceivedanExportMarketDevelopment
GrantthroughAustrade.The EMDG is really helpful for small businesseslike ours,”
he said.
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4. Micro Forte
www.miCroforte.COm.au

Crawling through a post-apocalypticwastelandwith your Brotherhoodof Steel
warriorsat yoursidewould fire up thepulsesofmost “gamehappy”players.But for
the foundersof the leading Australian gaming companyMicro Forte, it’s not all
joysticksandcybershootouts.“It’s a lot ofhardwork. Justthe othernightwefinished
at4am,andmanynightswe finish at 10pm,” saidSteveWang,oneofthefoundersof
Micro Forte.

Canberra-basedMicro Fortewasa finalist in the Arts andEntertainmentcategoryof
the 2002 AustralianExport Awards. The companygot startedwhenits Managing
Director, JohnDeMargheri.ti, took ajob at a computerstoresoonafterfinishing his
degreein 1985. While road testing the latestsoftware that was on sale, Mr De
Margheriti answereda phonecall from someoneneedinga computergamefor the
America’sCup. Gaminghad beena bit ofan interestfor Mr De Margheriti andfour
university friends who had studiedcomputerscienceand electrical engineeringat
university. Sothe five boys took holidaysfrom theirjobs, andwrote the America’s
Cup Sailing Simulation. Their work was so good, a US publisherpickedup the
game.

“On thebasisof the successfuldemowetenderedour resignations,”explainedSteve
Wang.“We hadreally onlyjust finisheduniversityandhadjust beenworkingfor six
monthsor so.”

Micro Forteis nowoneofAustralia’sleadingdevelopersof computergamesandhas
supportedthegrowthof theAustraliangamesindustryby establishingthe Academy
ofInteractiveEntertainmentandIndustryAssociation.Someofthe company’sbetter
known work includesFallout Tactics: Brotherhoodof Steel,EnemyInfestationand
DemonStalkers.

“Fallout Tacticsis astrategygame.It’s akind ofa ‘Mad Max’ settingwherelanguage
is harshandtherulesof survivalarefairly tough,”Mr Wang said.

“We’re now working on specializingin MMOGs - massivelymultiplayer online
games.“The technologyis fairly new andlets massiveamountsof peopleplay the
gamesonlineatthesametime.”

Micro Forte exportsmostly to the US, but its productsaresold internationallyvia
Americangamespublishersanddistributors.“Austradehasbeenquite helpful for us
exporting. We have received funding through Austrade’s Export Market
DevelopmentGrantsSchemewhichhashelpedin termsofgettingto tradeshowsto
demonstrateour gamesto distributorsandto build the all importantrelationships,”
Mr Wangsaid.

Micro Fortewasaparticipantin the1998ElectronicEnterntainmentExpo (E3) in the
US aspartof a small Austradeorganiseddelegation,and hassincebecomea world
leaderin theMassivelyMultiplayer OnlineGamesmarket,with more than50 staff,
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studios in Canberraand Sydney and multi-million dollar annual revenues.Micro
FortéPresidentand CEO JohnDeMargheriti, said E3 gavethe companytheprofile
necessaryto breakinto theworld’s leadingmarkets.

“Without Austrade’svision to participatein the first E3 tradeshow,we would not
havegeneratedover $10million in salesandmanyothergamescompanieswouldnot
havefollowed ourexampleto helpthemgrow. It wasa catalystthat hasenabledthe
Australiangamesindustryto takeoff,” Mr Margheritisaid.

A record25 Australiancompaniesparticipatedin the2003 E3 which washeldin Los
Angelesfrom 14-16May.

444’

5.

31



.44.

441

r

5-

32



Submission to House of Representatives

A ~ K A D E Standing Committee on Communications, ITand the Arts
June 2003U:ST~RkLfA:N~T:RADE:CbMMtLSS~ION

APPENDIX III - ARTICLE: GLOBALISA TION OR
HOLL YWOODISA TION?

By
Tim Harcourt
ChiefEconomist
AustralianTradeCommission
Email: tim.harcourt~austrade.gov.au

The Oscarshavecomeand gonefor anotheryear and the big news - ‘Our Nicole’
taking onefor her classyportrayalsof Virginia Wolf in ‘The Hours’. As weall know
Nicole Kidman is the latest Australian actorto win an Oscar, following Russell
CroweandGeoffreyRushin recentyears.

But is the ‘rush’ of Australian actors to Hollywood and globalisation
(‘hollywoodisation’)ofthefilm industrybadnewsfor ourlocal industrybackhome?

New evidencesuggeststhat the oppositemight be true. Whilst Australia’s creative
export successhasbeenmostnoticeableon Oscarnight, therehasbeensignificant
foreigninvestmentbackherein Australiatoo. Hollywood producersin particularare
using Australia as a prime location spot for film production.According to Kim
Dalton, the CEO of AustralianFilm Commission(AFC), Americanproducerslike
the professionalismof Australian crews, find the locations attractive and have
benefited from the recent effects of a low Australian dollar. “Foreign drama
productionin Australiahasgrownover the pastdecadespending$191 million in
2000/01 “.

But whatabouttheworkers?According to theAustralianBureauof Statistics(ABS)
employmentin the Australianfilm and televisionindustry grewbetween1993 and
2000 from 5998to 15,195.And ratherthanharmingAustralianfilm industryjobs
here,somenewstatisticsfrom AFC demonstratethat foreignproductioncanbegood
for film industryworkersin Australia- particularlyspecialeffectscrew, first assistant
directors,grips, gaffers,soundeditors,directorsofphotography,andart directors.

According to the AFC, Australian film crew were askedto namethe benefitsof
working on foreignproduction.Around41 percentof Australianfilm crewbelieved
the majorbenefit of working on a biggerbudgetwas to realisetheircreativegoals,
38 percenthighlightedincreasedlevels of pay, 24 percentsaidlearningnew skills
was a benefit, and 21 percentmentionedcontinuity of employment.Anecdotally,
local crewspokeof increasedcareerdevelopment,the chanceto work with bigger
budgets,moreadvancedtechnology(“more toys”), and the emergenceof a ‘critical
mass’clusterofcreativetalentdueto thepresenceofforeignfilmmakersin Australia.
Foreign productionwas also helping expandthe opportunitiesavailable for local
aspiringfilmmakers- 18 out of 19 Australianproducersfelt that foreignproductions
were creatingopportunitiesfor newentrants.For their part, the US producersliked
the egalitarian,efficientandhighlyperformingAustraliancrews.
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Thefilm industryreflects theAustralianexportercommunitymoregenerallywhere,
on average,exporterspay higherwages,better conditions, higher skills and more
employment. As Lloyd Downey, Global Team Leader for Service Exports at
Austradesays: “When peoplethink of exportsthey think of ‘traditional’ items like
coal, wool and wheat... but service industries like the film industry also bring
enormousflow-on benefitsto local communitiesin termsof local retail andpersonal
services.Justthink of the hairdressers,taxi drivers and local restaurantsthat have
benefitedfrom foreignfllmmaking”. So ‘hollywoodisation’works bothways.Nicole
goesoff to Hollywood to pick up an Oscarand, in turn, Hollywood film producers
come to Australia and provide jobs, skills, knowledge, technologyand creative
opportunityfor film industryworkershere.
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