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Inquiry into the Future Opportunities for Australia’s Film,
Animation, SpecialEffects and Electronic GamesIndustries

This is a supplementarysubmissionandAnimalLogic ishappythat it bemadepublic.

By wayofadditionalbackgroundandinformation:

Thekeyelementofthis industryis Talent.Australiapunchesaboveits weightin
producingtalentedindividualsin this industry— creativeandtechnical.

In theearly 1990’sit becameclearthatweweretrainingtalentforthebenefitof foreign
marketsandemployers— theoft quoted‘brain drain’ or ‘talentdrain’ sufferedby many
industries.

The lureof Hollywood— Meccafor thefilm industry— was andis understandablefor
thoseindividualscapableofreachingthe topoftheirprofessionorcraft. In fact, it is to be I ~encouraged.Theideawasto try to turn theone-waypathinto a‘loop’, wherebytheseAustralianindividualscouldreturnto Australia,whenappropriate,toproducetheirwork.

At thesametime, therewasa realizationthatweneededamechanismto evenoutthe
cyclicalpeaksandtroughsofthedomesticproductioncycle. Attractingoff-shore
footlooseproductionwasseenasawayto do that.

This iswhythedevelopmentofworld classinfrastructuresuchasthestudiofacilities in
SydneyandtheGold Coasthasbeenakey to theindustry’ssuccessin attractingoff-
shoreproduction( seeAFC statistics)andalsoallowedlocally nurturedtalentsuchas
GeorgeMiller, BazLubnnann,PeterWeir,Gillian Armstrong,Phillip Noyce,PJHogan
andothersto bringall orsignificantelementsoftheirHollywood studio,foreign financed
projects‘backhome’.

Producingworldclasstalentandproviding worldclassinfrastructurehasgenerated
significanteconomicandculturalbenefitto Australia.

Theseobservationsarewellunderstoodin theareaofphysicalproduction.Theyequally
applyto digitalproduction.



Around90%ofAnimal Logic’s work is generatedoffshore.Thecompanyprovidesa
levelofinfrastructureandexpertisethat thelocal industrycanutilize, butcouldnot
economicallysustainonits ownaccount.

ForAnimal Logic andsuchcompaniesto be successful,theymustbeinternationally
competitive— justasthephysicalproductionelementsofaproduction.Thedigital
productionsectoris growingfast.It hasincreasedfrom 13-25%oftheUK total
productionspendin thelasttwo yearswith an annualturnoverof£1 .39billion across
film, commercialsandbroadcastproduction(unawareof asimilar statisticforAustralia).

Big effectsmoviesaretheflag bearers— but thelevelof digital competencerequiredto
designandexecutesuchwork alsoandincreasinglyempowersthetellingofsmaller
stories.This is ofincreasingstrategicimportanceto Australia’s local industry.

Animal Logicprovidesmuchin-housetrainingfor its people.This rolewill grow.
Technologyis fastbecomingubiquitous.Talentandqualityarethedrivers for future
success.This is notanewidea.Animal Logicnowspendsagreatdealofeffort in finding
andkeepingits talentbase.Thekeysto doingthat areessentiallytwofold:provide
excellentprojectsto workon; andprovidecontinuityofwork. Tonurturetalent,the
companyneedsto havearangeofdifferentprojectsandprojecttypes.

Currently,12%ofAnimal Logic talentbaseis imported.

IIf thereis uncertaintyorbreaksin projectwork thecompanynecessarilystaysmoreopportunisticin its recruitingpractices— whichmeansmoreinternationalcontractstaff. Itwould bebetterto be ableto continueto growandretainthelocal talentbase.

The aim is to establishandthenmaintainacriticalmassfrom which to grow andcement
apositionin theworld trademarketplace.This is legitimategoal forthe industry,too.

As footlooseprojectsbecomebiggerandasinternationalcompetitiongrowsmorefierce,
thepracticeis emergingwhereproducerswill split aprojectandallocateits components
to differentterritoriesaccordingto theirperceivedadvantageto theproject. Digital
productionis fastbecomingoneofthosecomponents.It will not dependon the restofa
projectbeingallocatedto Australia.Thedigital productionpackageincludesdigitally
producedimagery,soundandeditingservices.

Costandincentivesaretwo decidingelements.As competitionhasgrown,standardshave
risenworldwide.Projectstandardsrequirementswill differ, dependingon theformatand
market.Producersnowcorrectlyassumethattheirstandardscanbemetby a numberof
countries.Thataside,theythenlookfor scale,availability andacostadvantage.

Thekeyassetis Talentandit is mobile. To succeed,weneedscaleandavailability.
Without depthofscale,wewill bepassedover;consideredtoosmall to meetthe
requiredeconomiesandtight schedulesoflargerproductions.Without continuityofwork
we areunableto maintaina significantandstabletalentbase.



Australianeedsto remaincompetitive.By successfullywinning thesedigitally based
projectsto Australiawecanagainturnthepotentialbraindraininto a loop andoffer work
to ourowntalent,fundedby foreigncapital.This is a growthsector,which is revenue
positiveandjob creating.

By recognizingthatthis sectoroftheindustrycannowcompetein its ownright aswell
asin conjunctionwith therestofthe industry,we canestablishastrategicopportunityto
reducethedamagingeffectsofthe traditionalboom/bustcyclewhichhasplaguedthe
industryin thepast.

A proposal:ataxrebateoflO%is availablefor individualprojectswith alocal spendin
excessofA$ 1 .5mandanenhancedrebate of12.5%is availablefor aggregateddigital
productioncontractswherethetotal local spendexceedsA$Smillion.

Ratherthana belated,retrospectiverebateafteralong productionperiod( often 1-2
years)it wouldbebetterstill if theconcessionwasavailableupfront oron aprogressive
basisduringthecourseofproduction.Thisprovidesvaluablecashflowto aproduction
andanimportantlevel ofcertaintywhennegotiatingandsecuringprojects.

Suchmeasureswould enableusto competemoreeffectively with theinitiativesofother
countries,suchasthesaleandleasebackschemein theUK andtheCanadianlabour
rebatescheme.

Thefinal modelwould dependon theimperativesofgovernmentpolicy. Animal Logic
wouldbehappyto workwith governmentandthe industry to establishthebest
mechanismsfortaking advantageofthesenewandimportantopportunitiesforour
industry.
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