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The Interactive Games & Entertainment 
Association (IGEA) appreciates the 
opportunity to contribute to this important 
consultation on South Australia’s Growth 
State Strategy. 

This submission provides an overview 
of South Australia’s game development 
sector and provides our views on 
existing initiatives to support the industry 
holistically, including our support for 
existing initiatives to support the industry 
and the guiding principles of associated 
policies. 

It highlights why there remains a vital need 
to continue investing in the games sector 
and the many diverse and unique benefits 
that the industry provides to the state – 
from growth and foreign investment to 
productivity and jobs – while highlighting 
current challenges and risks. Our 
submission also seeks to illustrate a vision 
for what the games industry can achieve 
through the many practical examples of 
countries and regions where governments 
have worked closely with industry to build, 
in many cases, billion-dollar industries that 
hire and upskill thousands of workers.

Our submission finally outlines our key 
messages for policymakers in the context 
of the Growth State initiative:  

•  The existing policies are important first 
steps towards supporting the video 
games industry in South Australia, but 
need to be expanded significantly to 
realise the sector’s potential and move it 
from (ambitious and successful) cottage 
industry to a globally-recognised centre 
for game development. 

•  As demonstrated by the rise of the 
post-production, digital and visual 
effects (PDV) industries, Adelaide has 
the potential to be a global player when 
it comes to the creative industries. We 
recommend the same mechanisms 
that allowed the PDV sector to grow 
significantly and attract a 100 per cent 
increase in expenditure over two years: 
What is needed is an expenditure-based 
incentive such as a rebate – an initiative 
that is significant but proven, necessary 
and transformative.

•  The process for developing Growth 
State can also look broadly at the range 
of alternative or additional policies 
that have been successfully adopted 
elsewhere in Australia and the world.

The submission outlines some key 
support mechanisms that could also 
be considered, including a holistic 
government approach to working with the 
creative industries, attraction funding to 
encourage other major studios to Australia 
and a payroll tax rebate to encourage 
studios to hire and grow. 
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The Interactive Games & Entertainment 
Association (IGEA) is the peak industry 
association representing the business and 
public policy interests of Australian and 
New Zealand companies in the interactive 
games industry. Our members develop, 
publish, market and distribute interactive 
games and entertainment content and 
related hardware. 

We proudly represent South Australia’s 
largest studio – and Australia’s biggest 
independent studio – Mighty Kingdom as 
well as co-working space Game Plus, an 
ecosystem that offers networks, insights 
and space to create games that not only 
have the wonderful ability to tell unique 
and compelling Australian stories but also 
provide a key pillar of a modern, digital 
and creative Australia.

Together with our fellow creative sectors, 
we would like to take this opportunity 
to applaud South Australia’s focus on 
creativity, recognising that building 
a creative “Growth State” translates 
into an ambitious economy, innovative 
businesses, and a talented workforce 
with transferable and forward-looking 
skills. We value the role of the Minister 
for Innovation and Skills, the Hon David 
Pisoni MP, and the South Australian Film 
Corporation in recognising the contribution 
video games have as a creative art form 
and business-minded industry. The 
launch of the Games Innovation Fund is 
an important step in supporting studios 
that call the state home. We appreciate 
the opportunity to participate in the South 
Australian Government’s consultation on 
Growth State and are pleased to be able 
to provide this submission.

Team Cherry’s Hollow Knight is one of the world’s most critically-acclaimed indie games.
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The state of  South  
Austral ia ’s games sector

It is a somewhat tired metaphor, but it has 
never been truer than in the case of South 
Australia – the state is punching above its 
weight when it comes to developing video 
games. According to our research, there 
were 13 South Australian game studios in 
20191. (Considering that our research only 
measured ASIC-registered businesses and 
relied upon voluntary survey responses, 
it is likely that this figure is conservative.) 
These studios have made some of the 
most significant and successful Australian 
games titles and we would like to start our 
submission by highlighting just a few of 
them:

•  Mighty Kingdom, Australia’s largest 
independent studio. Having grown 
from 3 to 70 full-time employees since 
being founded in 2011, Mighty Kingdom 
delivering quality games for brand 
partners Disney, Moose Toys and LEGO. 
In the process, it attracted tens of 
millions of players. The studio also won 
the prestigious Studio of the Year award 
at Melbourne International Games Week 
in 2019.

•  Team Cherry created one of the 
world’s most revered independent 
games: Hollow Knight. The title won a 
range of awards, including Australian 
Developed Game of the Year at the 
Australian Games Awards and Best 
Debut Indie Game at the 2017 Game 
Awards. Released across a range of 
platforms, it sold 1.5 million copies on 
digital distribution platform Steam and 
1.5 million copies on Nintendo’s Switch 
console alone2.

1 IGEA 2019, Australian video game development industry 
snapshot 2018-19, viewed 19 January 2020

2 Gibson, A 2019, Hollow Knight: Silksong revealed, viewed 
19 January 2020

•  Odd Games partners with leading 
motorsport brands to expand their 
customer base to millions of people 
globally through developing racing 
video games across multiple platforms. 
Their game Monster Truck Destruction 
has generated over 30,000,000 organic 
downloads and over 350,000,000 
sessions whilst achieving #1 ranking in 
the racing genre in over 100 countries3. 

•  Matt Trobbiani/Team Fractal Alligator. 
Matt Trobbiani’s Hacknet is another 
example of one of the world’s most 
successful independent games being 
made in South Australia: Hacknet has 
over 2 million players, it won the 2014 
Australian Game Developers Innovation 
Award, the 2015 I/TSEC Serious Games 
Showcase and Challenge, was a finalist 
in the International Serious Games and 
Simulations competition. Mat has also 
been a finalist for the South Australian 
Export Awards twice, as an individual, as 
well as being nominated for the Design 
for Export awards..

•  Foxie Ventures, having started as a 
hobby in 2016, employs 30 FTEs in 2020. 
The studio’s popular title Horse Riding 
Tales is played by 1.5 million players 
every month. The company is expecting 
a turnover of at least AU$2 million in the 
2019/2020 financial year and aims to 
scale further with more original IP4.

•  Monkeystack, not just confined to 
games for entertainment, has worked 
on gamifying entire theme parks, built 
apps and serious games for mobile, 
tablet, PC and console, and captured 

3 Marsh, B 2020, Narratives of Success for Submission to 
SA Government [email]

4 Abeynayake, D 2019, Narratives of Success for 
Submission to SA Government [email]
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https://igea.net/2019/11/australian-video-game-development-industry-contributes-to-exports-and-job-opportunities/
http://teamcherry.com.au/hollow-knight-silksong
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places and people in VR and AR. This 
expertise is applied from education 
to corporate communications and 
health: Monkeystack, among others, 
gamified post patient care program for 
heart attack patients, created a burns 
safety game, and gamified the Hazard 
Perception Test that is part of the driver’s 
licence requirement for new drivers in 
Australia and NZ. In the process, the 
studio won a range of local, national and 
international awards for excellence in 
animation and interactive design.

•  Sony Interactive Entertainment, 
attracted by $480,000 contribution from 
South Australia’s new Economic and 
Business Growth Fund, opened up an 
engineering office in 2019 and created 
32 jobs in the process.

•  Game Plus have co-operative 
workspaces in Canberra, Adelaide 
and Sydney with custom fit-outs to 
enhance innovation and collaboration. 
It offers spaces where developers 
can benefit from shared services and 
shared resources and in the process 
has curated an environment in which 
members can foster relationships and 
build communities with other like-minded 
individuals and companies. Its Adelaide 
tenants include Mighty Kingdom and 
Foxie Ventures.

The process of making video games 
is also highly complementary to other 
creative industries, notably post-
production, and digital and visual effects. 
Companies in this space use the same 
software tools as game studios and 
increasingly rely on game engines to 
render real-time sets. 

Adelaide is home to world-leading VFX 
studios such as Rising Sun Pictures. The 
company creates inspirational visual 
effects for major studios worldwide and 
has worked on many of the biggest 
Hollywood blockbusters and contributed 
VFX to over 120 movies (including the 
Marvel Universe and Game of Thrones). 
Since the introduction of the state’s 10 
per cent post-production, digital and 
visual effects (PDV) rebate in 2017, PDV 
expenditure has risen over 100 per cent 
(from $16 million to $35 million)5 and 
attracted such world-class visual effects 
studios as Mill Film.

This concentrated technical and artistic 
expertise – as well as ongoing tax rebates 
– has also led to one of Australia’s biggest 
film projects to be shot in Adelaide. Based 
on the video game launched in 1992, 
Mortal Kombat was shot over the course of 
three months, bringing $70 million worth of 
investment to South Australia.6

Ironically, the video game the movie 
is based on would not enjoy the same 
support. Despite their enormous proven 
commercial potential and their significant 
overlap with other creative industries, 
video games are currently excluded from 
all available tax offsets, including the Post, 
Digital and Visual (PDV) offset. Given their 
potential contribution to South Australia’s 
economy, this defies all logic, is short-
sighted, unfair and needs to be rectified, a 
point we will address further below.

5 Department for Innovation and Skills 2019, Creative 
Industries. Discussion Paper, South Australian Government, 
viewed 19 January 2020,

6 Ibid.
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https://innovationandskills.sa.gov.au/upload/creativeindustries/DIS-Creative-Industries-Discussion%20Paper.pdf?t=1579664133156
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South Austral ia ’s game  
development industry matters

While South Australia has demonstrated an 
appreciation of video games’ contribution, 
we would like to use this submission to 
again highlight their economic, cultural 
and social importance and opportunities 
as a creative sector that should be 
nurtured and supported.

Australians and South 
Australians love video games 

Video games have amongst the largest 
support base of any creative industry,with 
well over 2 billion gamers in the world 
including over a billion in our region alone. 
Australians spent over $4 billion on video 
games and games hardware in 2018, a 25 
per cent increase from 20171. This means 
Australians spend more on games than 
they spend on films, streaming services, 
pay-TV, music, books or likely any other 
creative or entertainment activity.

Based on our Digital Australia 2020 
research, just under two out of three (61%) 
South Australians played video games in 
2019, more than three quarters of South 
Australian game players (83%) were 
adults and games were roughly equally 
played by men and women alike2. Slightly 
lower than the national level, 75 per cent 
of South Australian households had at 
least one gaming device. The ability for 
games to project Australian stories and 
voices to audiences at home and abroad 
are therefore profound from a cultural and 
economic perspective, although given the 
fact that Australian games are only a small 
drop in the global ocean, we are not yet 
close to fully leveraging this opportunity.

1 IGEA 2019, Consumer spending breaks through the $4 
billion mark, viewed 19 January 2020

2 IGEA 2019, Digital Australia 2020, viewed 24 January 
2020,

Australians and South 
Australians Care About  
Making Games

South Australians do not just love to play 
games, they also believe in the importance 
of games and in the artistry and industry of 
making video games too. According to our 
research, over two thirds (68%) of South 
Australians believe that making games 
in Australia is important for the economy, 
and almost as many (62%) believe that the 
games industry is important for Australia. 
South Australians have also recognised 
the importance of games outside of pure 
entertainment, with over a third (39%) of 
them having already used games at work 
for learning, half (50%) of South Australian 
parents saying that their children have 
used games at school and over a fifth 
(21%) saying their children have learned 
some coding at school.

According to the same research, a 
significant number of (5%–15%) South 
Australians also said that they were 
interested in a career in games, had 
studied coding or had even tried making 
games themselves. In fact, the state 
offers a range of opportunities to engage 
with video game and video game-related 
education via a high concentration of high-
quality of universities and colleagues. 

Game development is an 
important creative output

Video games are an artform that is 
arguably more unique, diverse and 
impactful than any other creative output. 
Games create striking visuals like film or 
TV and deliver narratives like literature 
and theatre. They convey emotion through 
sound like recorded and live music 
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https://igea.net/2019/05/aussies-love-for-video-games-continues-to-grow
https://igea.net/wp-content/uploads/2019/08/DA20-Report-FINAL-Aug19.pdf
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and display colour and movement like 
dance and visual art. And unlike those 
other artistic mediums, they are deeply 
interactive and therefore particularly 
compelling and engaging. Whether we 
are talking about challenging action-
adventure platformers like Hollow Knight, 
unique, brain-melting puzzlers such as 
Hacknet, or fulfilling the dream of (virtual) 
horse ownership via Horse Riding Tales, it 
is clear that South Australian developers 
are particularly inventive and outstanding 
in their ability to appeal to domestic and 
global audiences.

Game studios allow creative 
people to express themselves 

Perceptions that game developers are 
exclusively software developers and 
engineers are untrue and thankfully 
dated. While video games are of course 
technology-driven and continue to attract 
South Australians to the ICT sector, game 
studios are also training up and giving 
opportunities to a diverse next generation 
of South Australian creatives, from digital 
and visual artists to writers, actresses and 
actors, composers and musicians, sound 
engineers and directors.

Game businesses are therefore providing 
increasingly important work opportunities 
to creative professionals in the wider film, 
TV and print sectors that are experiencing 
limited growth by comparison. As 
mentioned above, the games industry is 
developing deep synergies with South 
Australia’s vibrant PDV sector, there 
has been a deepening of relationships 
between businesses across both 
sectors including shared tools and the 
transferability of workers, particularly as 
games engines become more important to 
animation and filmmaking. In the future we 
expect our industries to draw even closer. 

Bridging the creative and 
technology industries

The games sector has a unique position 
in the Australian economy in that video 
game businesses are often both creative 
businesses as well as technology 
businesses and video game practitioners 
have skills that are highly sought-after 
in industries well beyond games. Video 
games are at their heart technology 
products and services and are often 
among the most complex, detailed and 
interconnected kinds of software that exist. 
While video games continue to be popular 
as entertainment for people of all ages 
across the world, games are also finding 
‘serious’ applications, including in the 
education, healthcare, defence, business, 
research and community sectors.

Adelaide’s Monkeystack is a prime 
example. The studio has developed a 
range of solutions that go far beyond 
the use of games as entertainment. 
Their gamified experience The Vault, 
developed in partnership with Queen 
Mary University of London and Adelaide 
University, enforces emotional literacy 
and wellbeing. Their Kokoda VR project 
is a gamified documentary experience 
educating players on the trials of soldiers 
on the Kokoda trail whereas Thin Ice 
puts them in the shoes of Sir Ernest 
Shackleton and his epic journey of 
survival through the Antarctic. Reflecting 
innovation like this, Australian game 
businesses that specialise in ‘gamification’ 
or ‘serious games’ are in high demand. 
Game developers also often have highly 
transferrable skills, while practitioners of 
game engines and those as the forefront of 
emerging technologies like AI and virtual, 
augmented and mixed reality are among 
the most in-demand professionals in the 
entire technology industry.
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Video games are the ideal 
creative export

Games are a high potential export industry 
for South Australia: it is a forward-looking 
and increasingly digital sector that can 
export its goods instantaneously around 
the world without transportation costs or 
significant environmental footprint. It is 
weightless and frictionless. Unlike many 
other kinds of Australian products that 
may only have viable or sustainable export 
markets in certain parts of the world, the 
global digital games market is the entirety 
of the billions of game players across  
six continents. 

Video games enthusiastically continue 
Australia’s demonstrated ability to create 
entertainment content of universal appeal. 
Their ability to transcend language and 
cultural barriers by focussing on interactive 
user engagement, visual communication, 
universal themes and fantasy worlds 
gives our medium an automatic edge in 
universal exportability over Australian 
films, TV programs and books.

As highlighted in our 2019 game 
developer survey, 83 per cent of income 
of all Australian developers was generated 
from overseas markets3. Australian games 
are already popular in English-speaking 
and European countries and our proximity 
to Asia means that we are on the doorstep 
of the region of the world where digital 
games are most popular. Accordingly, 
there is increasing momentum behind 
Australian game developers’ expansion 
into Asian territories: the number of studios 
developing games for the Asian market is 
up from 37 per cent (2017) to 65 per cent 
(2019)4. In addition, unlike many other 
kinds of Australian exports, including other 
digital exports, individual games have the 
potential to provide a long revenue tail 
and generate sustained wealth through 
ongoing content that capture and grow 
player bases and leverage diverse income 
streams.

3 IGEA 2019, Australian video game development industry 
snapshot 2018-19, viewed 19 January 2020,

4 Ibid.

Contributing to South Australia’s 
Economy and Society

Globally popular video games are some of 
South Australia’s most successful creative 
exports that resulted in high levels of 
investment, tax revenues and jobs into 
the state. A 50-person studio, such as 
Mighty Kingdom, spends approximately $7 
million+ each year on staffing, expenses, 
investments and development costs. 
Moreover, many South Australian-made 
games are built on original intellectual 
property, meaning that export profits flow 
through to proud local businesses who re-
invest these profits into building even more 
and better products to export. 

Adelaide’s numerous universities and 
innovation centres supply a steady 
stream of talent and their relationship with 
the games industry, Mighty Kingdom’s 
graduate program is a case in point, 
ensures currency of their curricula. 
Moreover, South Australia’s advantageous 
time zone also makes our game 
development businesses ideal candidates 
for collaborative or joint projects with 
overseas partners. This is already evident 
in other states; the global positioning 
of Melbourne’s Sledgehammer Games 
studio, for example, helps it to contribute 
to a 24/7 cycle of development on Call of 
Duty games.

Australia’s small, but advanced and 
sheltered consumer market makes it 
an attractive testbed for trialling new 
technologies including innovative gaming 
products and services, further enhancing 
the attractiveness of our businesses 
globally.
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Current and future  
chal lenges for South Austral ia

Despite its success stories, the South 
Australia game development industry 
is not without its challenges. Our 2019 
industry survey shows that despite the 
numerous success stories and undeniable 
talent in our industry, it remains small, 
employing just 1275 FTE workers in 
Australia; Adelaide only accounts for 9 
per cent of that number1. This simply is 
not reaching the potential that Australia 
and South Australia can – and should 
– have the capability to achieve – there 
is enormous potential that waits to be 
unlocked. The preparation of the Growth 
State strategy must be considered in 
this context and we urge policymakers 
to ask frank and bold questions about 
what needs to be done to bridge the gap 
between where we are now and where we 
want to be.

As we outlined in our Building a Thriving 
Game Development Industry2 paper that 
we released in December 2018, Australia’s 

1 Ibid.

2 IGEA 2018, Building a thriving game development 
industry, IGEA, viewed 19 January 2020

game development industry is being 
outpaced year-on-year by countries all 
around the world (which is discussed 
further in this paper). Sadly, Australia 
is one of the few advanced business 
environments left in the world that should 
– but does not – have a major game 
development industry. 

There is a brain drain occurring where 
many of our most talented and ambitious 
game developers – meaning many of our 
most talented and ambitious creatives and 
technology practitioners – have left and 
are continuing to leave South Australia 
and Australia to apply their talents 
overseas or interstate. This also means 
Australia is missing out on tens, if not 
hundreds of millions, in foreign investment 
as video game publishers, attracted by 
government incentives, set up new studios 
or ply capital into existing studios almost 
everywhere around the world except for 
Australia. By way of example, just one of 
our members alone has invested well over 
$20 million into its studio here. 
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Monkeystacks Kokoda sends students back to 1942 with a first-
hand experience of the famous Kokoda Track campaign

https://igea.net/wp-content/uploads/2018/12/IGEA-building-a-thriving-game-development-industry.pdf
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The recent Interactive Aotearoa3 report 
developed by the New Zealand Game 
Developers Association, which we were 
a research partner of, noted that the 
emergence of significant new studios 
in the country had slowed in recent 
years. While, according to our research, 
Australian developers are mostly optimistic 
about their future, this future is likely to 
continue to resemble a cottage industry 
that is far removed from its (proven) 
potential.

South Australia is also facing the added 
challenge of the fact that other states 
are increasingly appreciating and 
understanding the opportunities from 
supporting game development and taking 
action. Victoria is a prime example. 

South Australia’s neighbouring state 
applies a range of strategies – all under 
one overarching and cohesive government 
brand across all sub-sectors – to support 
game developers: Its Assigned Production 
Investment funds assists Victorian studios 
to produce a prototype or full game, and 
also supports marketing and related 
expenses. For a single (experienced) 
team, up to $150,000 is available. 

3 NZGDA 2019, Interactive Aotearoa, New Zealand Game 
Developers Association, viewed 20 January 2020

Meanwhile, Victoria’s Games Company 
Placement program offers support to 
enable local games companies and 
practitioners to increase their skills and 
professional experience, strengthening 
talent and leadership in the local industry 
via mentorship and strategic placements. 
The state’s Game Release scheme 
provides assistance to companies as they 
engage with the promotion and release 
of their games. Travel grants as well as 
support for a presence at trade shows are 
likewise available. All of this support is 
embedded in a tightly integrated network 
of government agencies that approach 
support of the video games industry 
holistically and collaboratively.  

As a result, Victoria is home to some of 
Australia’s most significant and successful 
games titles and studios; Melbourne alone 
accounts for 33 per cent of all Australian 
developers4. It also helped to attract 
Sledgehammer Games, contributor to Call 
of Duty, the best-selling console franchise 
in the U.S. for the 10th consecutive year 
with more than 300 million units sold over 
15 years, and part of the global video 
games giant Activision Blizzard5. 

4 Ibid.

5 James, E 2019, Call of Duty sold 300 million copies in 15 
Years, IGN, viewed 19 December 2019
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category in the 2015 Serious Games Showcase and Challenge

https://nzgda.com/wp-content/uploads/2019/08/Interactive-Aotearoa-Report-2019_email.pdf
https://sea.ign.com/call-of-duty-black-ops-4/148873/news/call-of-duty-sold-300-million-copies-in-15-years
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Victoria’s connection with video games 
goes well beyond just its development 
industry and the state has had a major 
impact on connecting Australian and 
international game players culturally. 
Melbourne International Games Week 
(MIGW) remains the largest games 
celebration anywhere in the Asia-Pacific 
region, with its centrepiece event PAX 
Australia welcoming more attendees and 
hosting more panels in 2019 than ever in 
its history. 

Melbourne also hosted the inaugural 
Melbourne Esports Open (MEO) in 2018, 
arguably the biggest esports festival in 
Asia-Pacific region, marrying Victoria’s 
quadruple loves of creativity, sport, 
culture and entertainment. In 2018 the 
event attracted around 12,000 attendees. 
In 2019, event organisers announced 
a final attendance of 17,0006. Given 
the continued rise of esports and the 
unprecedented popularity of gameplay 
spectatorship in Australia and around the 
world, whether it is watching international 
gaming competitions or online streamers 
showcasing indie games, it is clear how 
influential video games are as a cultural 
force.

Finally, Melbourne’s Australian Centre for 
the Moving Image (ACMI) is one of the 
best cultural institutions in the world to 
give homage to video games and as such 
is another example of Victoria’s special 
relationship with games. The recognition 
of games in the Victorian Government’s 
creative industries strategy is justified, 
visible and – most importantly – working.

Moreover, in recent months, Western 
Australia has launched a games fund 
while Queensland has expanded its sqhub 
working space to the Gold Coast. 

Policies like these are helping to 
accelerate the growth of the games sector 
outside of South Australia, with many of 

6 Byrne, S 2019, Melbourne Esports Open reflects growth 
and current state of Australia’s Esports market, Esports 
Observer, viewed 19 January 2019

Australia’s largest and most successful 
studios like Big Ant, Firemonkeys, Hipster 
Whale, League of Geeks, Mountains 
Studios, Wicked Witch, Gameloft, 
Wargaming, SMG Studio, Blowfish Studios 
and Tantalus are thriving and growing 
in Melbourne, Sydney, and Brisbane. 
Furthermore, the relative strength of New 
Zealand’s game development industry, 
arguably Australia’s most significant rival 
in the oceanic region, will provide a further 
challenge, particularly if the forward-
looking policy recommendations from 
Interactive Aotearoa are implemented.

Our key overarching message for the 
development of South Australia’s Growth 
State strategy is to establish a video 
games ecosystem by taking bold steps 
to bring it in line with the other creative 
industries in the state. Getting the policy 
and strategic framework right is crucial 
in charging the high-potential local video 
games industry. 

The relentless growth of the video games 
market, worth $4 billion in Australia 
and $200 billion globally, as well as the 
continued growth of game development 
as a global industry where there are likely 
tens of billions of dollars of development 
work underway at any one time, means 
that there is no creative industry worth 
investing in more than game development. 
What this means is that the South 
Australian Government can realistically 
aim to grow the state’s independent 
studios into self-sustaining, successful 
and renowned small and medium-sized 
businesses, focussed on original and 
valuable intellectual property, and for the 
industry leaders to grow to companies 
that employ hundreds and eventually 
thousands like they do overseas. What 
we should aim to achieve is realistic and 
achievable because it already exists 
elsewhere, as is discussed in the following 
section.
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https://esportsobserver.com/melbourne-esports-open-recap/
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A long-term goal  for 
South Austral ia ’s game 
development industry

We now turn to the heights that South 
Australia should aspire to. While the state 
produced some of the biggest games ever 
to come out of Australia, its local industry 
– and Australia’s game industry as a whole 
– has yet to reach their potential. Both 
continue to be significantly outperformed 
by almost every other developed economy 
around the world. 

When South Australia and other Australian 
governments consider what can be 
achieved within our shores, these other 
countries shine a light for us, but industries 
of their scale cannot be achieved 
without investment and thoughtful, 
long-term planning and support. As 
we will identify later in this paper – the 
common denominator for this success are 
government tax incentives to encourage 
investment, jobs and game production.

Canada

There is sadly no defensible comparison 
between the scale of South Australia’s or 
Australia’s industry and Canada’s industry. 
While Australian game developers 
achieved revenues of $143.5 million 
and employed 1275 workers in 2019, 
Canada announced in November 2019 
that its games industry supported an 
estimated 48,000 Full-Time Equivalents of 
employment and generated AU$4 billion1. 
27,700 people are directory employed 
across the industry. This is more than 20 

1 ESA Canada 2019, The Canadian video game industry 
2019, ESA Canada, viewed 18 December 2019

times larger than the Australian sector2. 
There are 3,500 workers in one studio 
alone (Ubisoft Montreal – just one of 
five studios that Ubisoft has in Canada), 
almost three times more than in the entire 
Australian industry. Although it is well 
known and often joked about within the 
industry that American and Canadian 
studios currently employ many Australians 
and benefit from their talent and creativity, 
the loss of this talent from our shores is no 
laughing matter.

United Kingdom

The successes of Canada are likewise 
echoed in the UK. The UK game 
development industry achieved revenues 
of AU$3.23 billion3 in 2018, having almost 
tripled in value from 2013 figures, and 
employed 22,000 workers4, up from 9,400 
in 2013 – a 136 per cent increase over five 
years. As of 2018 there were 2,280 active 
games companies in the UK5, two of which 
being Rockstar North and Rockstar Games 
which developed Grand Theft Auto V, the 
most financially successful entertainment 
product of all time.

2 Ibid.

3 Handrahan, M 2019, TIGA: UK industry now contributes 
record £1.8b to GDP, Games Industry Biz, viewed 19 
January 2020

4 Statista 2019, Number of employees in the computer 
games industry of United Kingdom (UK) from 2011 to 2018, 
Statista, viewed 14 January 2020

5 Venture Beat 2019, With record-breaking revenue, the 
U.K. game industry is blowing up, Venture Beat, viewed 20 
January 2020
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http://theesa.ca/wp-content/uploads/2019/11/CanadianVideoGameSector2019_EN.pdf
https://www.gamesindustry.biz/articles/2019-05-23-tiga-uk-industry-now-contributes-record-1-8b-to-gdp
https://www.statista.com/statistics/285005/computer-game-industry-employment-in-the-united-kingdom-uk/
https://venturebeat.com/2019/03/18/with-record-breaking-revenue-the-u-k-game-industry-is-blowing-up/
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United States

Giving a detailed analysis of the US 
industry in this submission would not 
provide a helpful comparison to Australia, 
with the US industry dwarfing even the 
most significant countries in this list. There 
are a number of reasons why the US 
games industry has the scale that it does, 
but like most other countries in this list, tax 
incentives are a common denominator with 
close to half of all US states having them. 
For example, even a state like Georgia, 
which is far from the most significant 
US state for video game development 
but is supported by an attractive game 
development tax credit, has 160 gaming 
companies6. One studio in Georgia alone, 
Hi-Rez, employs over 450 programmers, 
digital artists and designers – or more 
than a third of all video game workers in 
Australia.

Scandinavia

People familiar with the Finnish game 
development industry will not be surprised 
that the sector achieved revenues of 
AU$3.44 billion and employed 3,200 
workers in 20187. What is more surprising 
is that they have achieved this with a 
population of less than a fifth of Australia. 
The Finnish Government’s support for the 
industry has helped to grow companies 
like Rovio and Supercell that have created 
some of the most internationally popular 
and successful mobile games of the 
decade. Meanwhile, the revenue created 
by Swedish developers in 2018 was close 
to AU$3 billion8 – in a country with less 
than half the inhabitants of Australia.  

6 Digital Entertainment, State of Georgia USA, viewed 20 
January 2020

7 Neogames 2018, The Games Industry of Finland, 
Neogames Finland, viewed 20 January 2020

8 Swedish Games Industry 2019, Game developer index 
2019, Swedish Games Industry, viewed 18 December 2019

France

France is another successful environment 
for video game developers: The video 
games industry achieved revenues of 
AU$8 billion and employed over 5,000 
people in 20189 which makes it France’s 
second-largest cultural industry behind 
books. In 2018, 1200 games were in 
development in France10. The French 
video game business Ubisoft is one of 
the largest video game companies in 
the world and the publishers of globally 
successful games like the Tom Clancy 
and Assassin’s Creed franchises, although 
many of these are made in the many 
studios they have established around the 
world.

Poland

The total value of the Polish game 
development industry reached AU$837 
million in 201811. While total employment 
numbers are unclear, there are understood 
to be up to 400 active studios operating 
in the country. With The Witcher the 
country’s biggest game studio, CD 
Projekt, employer of 887 FTEs in 201812, 
created one of the greatest game series 
of all time. The studio is currently working 
Cyberpunk 2077, potentially the most 
anticipated game of 2020.  Poland is not 
even particularly unique in the region and 
this paper has included it as a marker 
of what is happening all across Europe, 
from Spain and Portugal to Romania and 
the Czech Republic, where innovative 
and successful game studios are 
taking root, often hastened through tax 
incentives to encourage investment and 
entrepreneurship.

9 The Local 2019, ‘Join the game’: France makes new bid 
to woo British workers after Brexit, The Local, viewed 20 
January 2020

10 French Video Game Trade Association 2019, France’s 
annual video game industry barometer, French Video Game 
Trade Association (SNJV), viewed 21 January 2020

11 Research and Markets 2019, Poland animation, VFX & 
games industry: Strategies, trends & opportunities, Research 
and Markets, viewed 20 January 2020

12 CD Projekt 2018, Management board report on CD 
Projekt capital group and CD Projekt S.A. Activities in 2018, 
CD Project, viewed 22 January 2020

https://www.georgia.org/industries/film-entertainment/digital-entertainment
http://www.neogames.fi/wp-content/uploads/2019/04/FGIR-2018-Report.pdf
https://dataspelsbranschen.se/s/GDI19_web.pdf
https://www.thelocal.fr/20190704/join-the-game-france-makes-new-bid-to-woo-british-workers-after-brexit
http://snjv.org/wp-content/uploads/2019/01/French_Video_Game_Industry_Barometer_2018.pdf
https://www.researchandmarkets.com/reports/4760792/poland-animation-vfx-and-games-industry
https://www.cdprojekt.com/en/wp-content/uploads-en/2019/03/management-board-report-on-cd-projekt-capital-group-and-cd-projekt-s-a-activity-in-2018.pdf
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New Zealand

While New Zealand’s industry does not 
have the scale of most of the economies 
listed above, it still outperforms Australia 
on many metrics. New Zealand’s game 
development industry achieved revenues 
of AU$143 million in 201813 – on par with 
the entirety of Australia’s industry – despite 
having a significantly smaller population. 

The industry across the Tasman also 
employed 550 workers14, more than twice 
as many per capita as Australia. Like 
Australia, New Zealand game developers 

13 NZGDA 2019, NZ Game Studio revenues grow 43% 
to a record $143M, but new startups are missing out, New 
Zealand Game Developers Association, viewed 20 January 
2020

14 Ibid.

have a strong export focus and in 2018, 
Auckland-based studio Grinding Gear 
Games was acquired by Tencent for 
over NZD $100 million in one of the 
country’s largest ever deals not only 
in games, but in the whole technology 
sector. Similar to Australia, New Zealand’s 
game industry has largely operated with 
limited government support compared 
to our respective film and TV industries. 
We are already aware of Australian 
game developers who have moved to 
New Zealand and should the country 
adopt even some of its policies from the 
Interactive Aotearoa report, noting that its 
Government wrote the report’s foreword, 
the gap between our industries is likely to 
increase even further.

Foxie Venture’s Horse Riding Tales is played by 1.5 million players every month.

A
 l
o

n
g

-t
e
rm

 g
o

a
l 
fo

r 
S

o
u

th
 A

u
s
tr

a
li
a
’s

 
g

a
m

e
 d

e
v
e
lo

p
m

e
n

t 
in

d
u

s
tr

y

https://nzgda.com/news/survey2018/


Submission to South Australia’s consultation on Growth State Submission to South Australia’s consultation on Growth State 15

S
u

p
p

o
rtin

g
 E

xistin
g

 P
o

licies an
d

 
F

ram
ew

o
rks B

eyo
n

d
 G

ro
w

th
 S

tate

Suppor t ing Exist ing 
Pol ic ies and Frameworks 
Beyond Growth State

None of the diverse and wildly successful 
video games industries that we’ve 
discussed in this paper were built 
overnight. Countries like Canada and 
the UK have slowly but surely built their 
billion-dollar industries that employ many 
thousands of high paying workers through 
a farsighted vision and commitment to 
a range of long-term policies. Together 
with existing support mechanisms for the 
industry, this consultation is an important 
step for South Australia in placing itself on 
this trajectory. 

The creation of the Games Innovation 
Fund addresses a fundamental problem: 
the major obstacle to growth cited by 
developers in our 2019 survey was 
access to capital. Asked about the 
main challenges facing their industry, 
respondents cited lack of government 
funding as well as difficulty attracting 
early stage development and expansion 
investment as stressful or very stressful1. 
Demonstrating this huge demand for 
capital, one of the concerns with the fund 
is that, due to its limited overall budget of 
$300,000, it is already oversubscribed. 
Moreover, the maximum amount of 
$25,000 that applicants can apply for is 
severely limiting the projects that can be 
supported. 

With a view to that, alternative investments 
should be considered to support creative 
businesses with promising financial 
prospects such as game studios. For 
example, Colorado currently offers loans of 
up to 20 per cent of total cost for a video 
game project, while Northern Ireland offers 

1 IGEA 2019, Australian video game development industry 
snapshot 2018-19, viewed 19 January 2020

loans of 50-90 per cent for small game 
projects. For businesses more generally, 
NSW currently offers a range of fixed-rate 
business loans for small- to medium-sized 
enterprises, such as the Accelerating 
Growth Loans. Many other countries and 
regions, including in Finland, Spain and 
the United Kingdom also offer loans to 
support video game development, often 
complementing other available incentives 
including grants and tax credits. In South 
Australia, the Economic and Business 
Growth Fund (EBGF) could also play an 
important role in this respect (see below).

In terms of existing government 
frameworks that address the creative 
industries and therefore the video games 
industry, we also note – and support – 
the guiding principles and discussion 
themes of the 2019 – 2024 Arts and 
Culture Plan. (A plan which highlights the 
achievements of the local film industry but 
mostly neglects video games production 
despite it perfectly embodying many of the 
principles that underpin the framework.)

The values of visionary leadership, 
strategic collaboration, embracing 
diversity and courageous experimentation 
are laudable. Like the Art and Culture Plan, 
we also recommend a whole of ecosystem 
approach and South Australia should 
focus on recognising both the increasingly 
interconnected and decreasingly ‘siloed’ 
nature of creative industries, as well as the 
importance of continually building links 
between various creative industries as 
the edges between artforms and forms of 
entertainment blur. The strategy should 
consider how to improve the way that 
creative practitioners find opportunities 

https://igea.net/2019/11/australian-video-game-development-industry-contributes-to-exports-and-job-opportunities/
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to work with one another, support each 
other, achieve common objectives and, 
if possible, build transferable skills. For 
video game companies, this would lead to 
greater dialogue and collaboration with the 
film and TV sectors, publishing, music and 
visual arts in particular.

This submission has already discussed 
the global focus of Australian-made 
games as an export product, games 
as an intersection of creativity and 
technology and the massive local and 
global market of game players. Therefore, 
it is no surprise that we wholly support the 
Arts and Culture Plan’s reasons to pivot 
towards knowledge-intensive industries via 
capitalising on South Australia’s digital-
first investments. While the latter are still 
underdeveloped for video games, the 
trajectory is positive. Games, like no other 
media, bridge the creative and technology 
industries and embody innovative, 
emerging and forward-looking skills and 
therefore can play a crucial role I further 
building the reputation of South Australia 
as a vibrant and inclusive place, and 
encouraging future arrivals to settle in the 
state. 

Lastly, in the context of games’ outlined 
potential and flowing from the above, 
we back the Arts and Culture Plan’s six 
goals: Various forms of investment into 
the arts, the development of collaborative 
communities that work across art forms 
and industries, the branding of South 
Australia by means of its signature 
strengths, the investment in human capital, 
the integration of the arts into education 
to inspire new generations and amplifying 
existing opportunities are all goals worthy 
of support. 

We particularly support deep and wide 
consultations with South Australia’s First 
Peoples to ensure that their perspectives 
and priorities are central to policy 
frameworks. Video games provide a 
wonderful opportunity to preserve and tell 

Indigenous stories, Virtual Songlines being 
an inspiring example, and organisations 
that are seeking to foster links between the 
technology industry – including the video 
games industry – and young people with a 
focus on Indigenous communities should 
be supported and celebrated.

We also note the positive impact that the 
Economic and Business Growth Fund 
(EBGF) had on attracting a video-game 
related business with Sony Interactive 
Entertainment opening up an engineering 
office and creating 32 jobs in the process. 
The guidelines of the fund entirely align 
with the video game industry’s potential: 
As new technologies, video games have 
a demonstrated track record of improving 
overall productivity and competitiveness 
of an industry sector or subsector. They 
represent the required “significant new 
technologies, capabilities, capacities or 
expertise that broaden the base of the 
South Australian economy”2 and “create 
net additional employment in industries 
aligned to the state’s competitive and/
or comparative advantages.”3 Moreover, 
they will not displace existing business but 
enhance them via transferable skills and 
their unique combination of technology 
and creativity. 

South Australia should consider further 
utilising the EBGF as a way to attract 
international studios and investment, a 
step perfectly in line with the principles 
underpinning it. By way of example, as 
already mentioned, Ubisoft Montreal is one 
of the largest game development studios 
in world and the home of 3,500 workers. 
However, it started with just 50 workers 
but grew with Canadian Government 
subsidies of CAN $25,000 for each of the 
500 new jobs that the studio would commit 
to creating. These are not just hypothetical 
opportunities. In fact, we do not even have 

2 Department of Treasury and Finance n.d., Economic 
and Business Growth Fund guidelines, South Australian 
Government, viewed 23 January 2020

3 Ibid.

https://www.treasury.sa.gov.au/__data/assets/pdf_file/0004/43384/EBGF_Guidelines.pdf
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to venture overseas for the feasibility of 
this approach to become clear. Another 
great example can be found in the middle 
of Adelaide: Attracted by $6m from 
the Economic Investment Fund, a fund 
created by the Labor government and 
similar in spirit to the EBGF, Technicolor set 
up its Mill Film post-production facility in 
Adelaide. The project is expected to have 
an economic benefit of more than $250 
million over a decade and has already 
attracted 300 creatives from across 
the globe to the state.4 A repeat of this 
success story is not unlikely: As South 
Australian stakeholders are already aware 
of, there are currently global publishers, 
including the parent publishers of some 
IGEA members, actively and seriously 
scoping opportunities to set up studios in 
Australia.

Currently, most states compete with 
each other to land foreign footloose film 
productions, including through various 
film production attraction funds such as 
the South Australia Film Corporation’s 
Production Attraction incentive. The case 
for attracting studios to set up in South 
Australia through the EBGF, marketed 

4 Bassano J 2019, A first look at Technicolor’s new Adelaide 
studio, The Lead, viewed 24 January 2020

through the Department for Trade, 
Tourism and Investment or Department 
for Innovation and Skills, is even more 
compelling than footloose productions as 
studios are in it for the long haul. Each 
new studio that such a fund helped to land 
would lead to investments and job creation 
lasting for years and potentially decades, 
significantly amortising the marginal cost 
of the initial attraction funding in such a 
way as to make the incentives ultimately 
trivial.

Finally, South Australia should consider 
utilising the EBGF to address the pressing 
issue of access to capital to start or grow 
video game businesses (the more so as 
the guidelines explicitly allow for financial 
assistance).

While existing initiatives have supported 
South Australia’s video game industry, they 
– currently – provide little support to the 
larger studios that the ecosystem needs 
to hire workers, engage small studios 
for support, attract foreign investment 
and raise the industry’s profile and 
attractiveness internationally. This is where 
an expenditure-based incentive becomes 
essential.

Conan Chop Chop is Mighty Kingdom’s first console title
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http://theleadsouthaustralia.com.au/industries/arts/a-first-look-at-technicolors-new-adelaide-studio/
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The case for a new  
expenditure-based incent ive

As part of the consultation process on the 
Growth State initiative the South Australian 
Government is surely seeking the answer 
one question above all others about its 
video games sector: how do they now take 
it to the next level?

The answer, we believe, is simple and 
is the reason why Australia and South 
Australia lags behind almost all other 
developed regions with their games 
sector by such a significant margin. 
Coincidentally, the answer is also why 
South Australia and Australia have been 
able to become global leaders in the 
adjacent PDV sector.

The answer is the establishment of an 
expenditure-base incentive such as a 

percentage offset, credit, refund or rebate 
for game development similar to Australia’s 
30 per cent PDV offset for film (uplifted by 
an additional 10 per cent state incentive). 

An expenditure-based incentive has 
worked to encourage investment in game 
development everywhere around the 
world it has been implemented in, and 
it has worked here to build up Australia 
and South Australia’s PDV sector in a 
relatively short period of time. As a policy 
solution, it has proven time and time 
again to work: As noted in the Creative 
Industries discussion paper for the Growth 
State initiate, this approach has helped to 
increase PDV expenditure by over 100 per 
cent since its inception in 2017.

Mighty Kingdom created a game based on the Disney franchise Doc McStuffins 
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Objective and rationale

As outlined in our policy paper, Building 
a Thriving Game Development Industry, 
percentage-based expenditure incentives 
work because they complete the missing 
piece of the policy framework. While the 
existing grant schemes help enterprising 
developers turn into studios, and emerging 
studios into growing small businesses, 
expenditure-based incentives help small-
to-medium sized studios grow into industry 
leaders while simultaneously attracting 
the largest game developers in the world 
to either invest heavily to grow existing 
studios or set up brand new studios of 
their own here.

One of the goals that Australia (and South 
Australia) must adopt is to increase the 
number of game development companies 
with 50+ workers, which we just don’t 
have enough of and which are often the 
least supported. These larger studios 
are vital to the ecosystem as they often 
provide the lion’s share of the industry’s 
employment opportunities, can support 
a variety of projects and can collaborate 
with smaller studios. Clusters of larger 
studios also help to create an attractive 
ecosystem, with many talented foreign and 
expatriate Australian game developers 
(and particularly those with families) 
often reluctant to come to South Australia 
because of a perceived lack of ‘safety net’ 
job opportunities. Clusters of larger studios 
also help to increase competition for talent 
and increase overall salaries, and while we 

acknowledge this can lead to difficulties 
obtaining high-demand talent in the short 
term, particularly for smaller studios, over 
the longer term it will lead to a much larger 
and more successful and sustainable 
workforce and industry.

While Australia has wonderful examples 
of independent, homegrown 50+ worker 
studios that have scaled up significantly 
over the past two years, South Australia’s 
Mighty Kingdom being the best example, 
they are unfortunately still few and far 
between. An expenditure-based incentive 
would give the 10-30 person studios 
that develop high-quality games every 
opportunity to scale up into larger studios. 
It would also create the right environment 
to turn existing studios into investment 
opportunities and trigger the establishment 
or acquisition of studios by global 
publishers, who are vital to the industry.

Australia’s three largest studios, 
Firemonkeys, Wargaming, and Gameloft, 
who were all either newly established or 
acquired studios, have together brought 
a pipeline of work, jobs and millions in 
investment with them. However, these 
larger studios are currently experiencing 
a range of challenges – including lack of 
government support, higher development 
costs compared to overseas territories and 
difficulties finding talent at home – and 
it cannot be taken for granted that in the 
future they will continue to grow or even 
stay in Australia at all in the long run.
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Impact and benefits

An expenditure-based incentive would 
help turn South Australia into an affordable 
and cost-effective place to do business 
and allow local studios to compete on a 
more level playing field. Every year there 
are tens of billions of dollars of game 
development investment being spent on 
projects, contracts and studios everywhere 
else around the world where conditions are 
more attractive, and it is time that we give 
our studios the ability to compete based 
on their talents and creativity – because 
they will win.

A percentage-based model works 
because unlike a contestable grant (which 
predominantly supports studios in their 
initial growth stages for a limited period of 
time) it reduces costs, leads to sustainable 
growth, promotes healthy risk-taking and 
attracts commitment from private investors 
over the long term. This has a number 
of flow-on effects, including supporting 
Australian studios to create and leverage 
original intellectual property and make 
them attractive providers of commission-
based and ‘fee-for-service’ development 
work to the global industry.

It will also reduce the cost to global game 
publishers of locating game production 
activity in Australia, encouraging them to 
create substantial studios here that have 
the creative and financial freedom to 
develop their own projects and contribute 
to or even lead ‘AAA’ projects. As has 
been discussed, several global publishers 
are currently scoping several countries 
for their next studio, including Australian 
states who are unfortunately competing 
against much better supported economies 
in other countries. While our talent and 
a low dollar are keeping Australia in the 
game, we worry that a lack of the same 
kind of expenditure-based incentives that 
exist in the US, Canada, UK and Europe 
will again mean that those studios are 
instead established in those countries 

that already have an embarrassing 
number of studios. And unlike the fleeting 
international footloose film and TV 
productions that are receiving significant 
portions of state and federal screen 
industry incentives, these game studios 
will be invested in for the long term, 
establishing a footprint via bricks and 
mortar studios, thereby attracting other 
studios and talent to South Australia.

The fact that these other regions continue 
to implement their expenditure-based 
incentives year after year, and subject 
them to exhaustive analysis, shows that 
they work. For example, research identified 
that across the UK in 2016, £78 million of 
tax offsets via the Video Games Tax Relief 
(VGTR) scheme helped generated £390 
million in game development expenditure1. 
It also provided £294 million in Gross 
Value Added and directly supported 
4,640 full-time jobs2. In fact, it was VGTR 
that acted as the main catalyst for the 
tremendous growth the UK games industry 
has experienced over the last years (see 
above). Naturally, this kind of growth 
benefits the state – through the burgeoning 
games sector and flow-on effects on other 
industries – and increased tax revenue. All 
of this benefits the state through economic 
growth – through the games sector and 
flow-on effects on other industries – and 
increased tax revenue. Analysis showed 
that the same £78 million in offsets helped 
to generate £156 million in tax revenues 
through the video games sector3. Analysis 
of France’s incentive likewise identified 
similar results, with each €1 of support 
providing €8 of additional investment and 
€1.80 of additional taxation revenue.4

1 British Film Institute 2018, Screen Business: How screen 
sector tax reliefs power economic growth across the UK, 
British Film Institute, viewed 20 January 2020

2 Ibid.

3 Ibid.

4 NZGDA 2019, Interactive Aotearoa, New Zealand Game 
Developers Association, viewed 20 January 2020

https://www.bfi.org.uk/sites/bfi.org.uk/files/downloads/screen-business-full-report-2018-10-08.pdf
https://nzgda.com/wp-content/uploads/2019/08/Interactive-Aotearoa-Report-2019_email.pdf
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What would an expenditure- 
based incentive look l ike?

Offsets and credits  
around the world

To show what an expenditure-based 
incentive could look like, the below 
table provides examples of just some 
of the offsets, credits or rebates 
currently available around the world. 
Please note that the table is indicative 
only and individual incentives may 
differ significantly in terms of eligibility 

requirements, type of expenditure 
covered, minimum expenditure thresholds, 
maximum rebate available and other 
criteria. Many of these measures also exist 
alongside separate grant-based incentives 
and many regions have multiple layers 
of incentives, such as in Canada and the 
UK which has both federal and provincial/ 
country incentives, and in the European 
Union which has EU and national (and 
sometimes regional) incentives.

Country, state or province (alphabetical)  Per cent of eligible production / labour  
costs refunded

British Columbia (Canada) 17.5 per cent

Colorado (US) 20 per cent

France 30 per cent

Georgia (US) 20 per cent

Louisiana (US) 15-20 per cent

Ontario (Canada) 35 per cent

Manitoba (Canada) 35-40 per cent

Nevada (US) 15-25 per cent

New Jersey (US) 30-35 per cent

New Mexico (US) 25 per cent

Nova Scotia (Canada) 25 – 50 per cent

Poland 19 per cent (proposed)

Prince Edward Island (Canada) 25 per cent

Quebec (Canada) 30 per cent

Singapore 40 per cent

Tennessee (US) 25 per cent

Texas (US) 22.5 per cent

United Kingdom 20 per cent
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Recommendation

While it would undoubtedly be a significant 
policy, a percentage-based expenditure 
incentive is necessary if South Australia 
is committed to moving its sector from a 
creative and ambitious, but undersized 
ecosystem of largely small and medium-
sized studios, to one that hires thousands, 
attracts tens or hundreds of millions in 
investment and work and competes for 
attention globally. It is therefore the one 
key policy that we recommend must be 
seriously considered for implementation as 
a part of the Growth State framework. 

We note that one of the most significant 
challenges for South Australia’s games 
industry and policymakers is the lack of 
support currently available at the federal 
level. We note that unlike Canada and 
the US, where screen incentives are 
heavily weighted towards provincial/state 
policies, Australian screen policies have 
traditionally followed a complementary 
national model that emphasises federal 
grants and offsets, with state-based grants 
and offsets often in a supporting role.

For example, the Australian Government 
provides a 30 per cent PDV offsets with 
South Australia, Queensland and most 
recently New South Wales now offering an 
additional 10 per cent ‘top-up’ to create 40 
per cent incentives for PDV work in those 
states. IGEA has called on the Australian 
Government to adopt a similar 30 per 
cent offset for game development and 
we will continue to advocate on behalf of 
the industry every day until there is one. 
However, South Australia must urgently 
consider whether it can afford to wait for 
federal action, or whether it is timely to 
move forward and proactively introduce 
its own expenditure-based incentive 
in the 10-30 per cent range either in 
anticipation of a federal offset or in lieu 
of one. We, therefore, call on the South 
Australian Government to investigate such 
an incentive as part of its preparation of 
Growth State. 

Designing an incentive

As part of this investigation, we note that a 
percentage-based expenditure incentive 
can be designed strategically and flexibly 
to ensure support is deployed efficiently 
and to address budgetary constraints and 
specific policy priorities.

•  Capping the rebate, with the French tax 
credit capped at £6 million for instance

•  Scaling or ‘stepping’ the rebate 
depending on budget, such as in 
Germany where the rebate is set at 50 
per cent for smaller projects and 25 per 
cent for larger projects

•  Providing qualified rebate levels, such 
as in Nova Scotia where developers are 
eligible for the lesser of a 50 per cent 
rebate for labour expenditure or a 25 per 
cent rebate for total expenditure

•  Different rebate levels depending on the 
level of investment in the state, such as 
in Manitoba which pays a higher rebate if 
more than a quarter of salaries are paid 
to state residents

•  Specific eligibility criteria for larger game 
studios, such as in Ontario where special 
rules apply to large multinational-owned 
studios to encourage them into the 
province

•  Increased rebate for production in 
regional areas, with Nevada, for 
instance, offering an additional 5 per 
cent bonus for production in a rural 
county

•  Lower threshold for expenditure in 
regional areas, such as Tennessee’s 
policy of a reduced minimum spend for 
music scoring work outside of the capital

•  The inclusion of a cultural threshold for 
eligibility to ensure there is a sufficient 
Australian connection, such as the UK’s 
cultural test which measures, personnel, 
facilities, cultural contribution and 
content
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•  Increased rebate for culturally significant 
content, such as the additional 7.5 per 
cent credit offered in Quebec if a French-
language version of a game is also 
made (a similar uplift could be provided 
for games with distinctly Australian 
characters or settings)

•  A ‘diversity uplift’, such as in New Jersey 
which offers 2 per cent uplift if certain 
thresholds are met regarding females 
and minorities involved in production

•  Special arrangements to attract video 
game co-productions between Australian 
jurisdictions or with other countries

Addit ional  new pol ic ies to 
suppor t  game development

While an expenditure-based incentive 
is the key mechanism that is needed 
to transform South Australia’s game 
development sector, we will finish our 
submission with a brief discussion of 
additional incentives that have been 
used in other jurisdictions and countries 
that have proved to be of demonstrable 
benefit.

Payroll tax rebate

With just 1275 workers in Australia, and 
with only 9% of those located in South 
Australia, it is clear that the industry’s 
headcount needs to rise. Studios must be 
given every opportunity to engage with 
risk, take on new projects and expand 
their horizons. To do this, they must 
be incentivised to engage talent, but 
with the bulk of a game’s development 
cost attributable to labour costs (one 
of our members spends 80 per cent 
of its costs on labour) hiring can be a 
significant decision. To encourage greater 
employment, South Australia should, 
therefore, consider extending the payroll 
tax exemptions it is currently granting 
feature film producers to help attract major 
projects, saving them up to 4.95 per cent. 
A similar model should be adopted for 
video game productions which would help 
to improve the sustainability of medium to 
large studios, attract other major studios 

to the state and help existing studios more 
competitively attract projects.

Holistic Approach to  
Promoting South Australia

South Australia should consider 
approaching the support of its creative 
industries in a holistic manner via a 
tightly integrated network of government 
agencies that all work collaboratively. 
For example, attracting big AAA studios 
is a highly complex process, it involves 
a range of operational stakeholders and 
tasks such as finding the right space, 
attracting the right talent (see below), 
offering the right incentives and possibly 
embedding it into wider frameworks 
and projects, such as urban renewal 
strategies. All of this makes it necessary 
for government departments to have a 
precise and mutual understanding of their 
roles in the process and work together 
as one – or, in the case of Victoria, have 
the process supported by a government 
department solely dedicated to the 
creative industries. This must also translate 
into integrated marketing campaigns that 
promote South Australia as a great place 
to live – with Melbourne, Adelaide has to 
compete for talent with one of the most 
liveable cities on the planet – and make 
games in.
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A recognition of this fact is already 
somewhat reflected in Goal 4 of South 
Australia’s Arts and Culture Plan 2019 
– 2024. It revolves around amplifying 
South Australia’s signature strengths; 
strengths that define the character of the 
arts in South Australia by being central to 
the strong identity and character of the 
creative community, and to the state by 
being integral to the artistic and cultural 
‘brand’ of South Australia.1

Access to Global Talent

While Australian developers are only 
capturing 0.05% of the global market for 
video games, there are however, some 
positive signs. Australia has an English-
speaking workforce, enviable cities and 
towns for businesses and employees 
to be based in, a low Australian dollar 
and advantageous time zones. These 
factors have attracted the attention of 
major international stakeholders and 
Melbourne has already seen the opening 
of Sledgehammer Games. 

In addition, local video game developers 
are experiencing growth. 71 per cent of 
the respondents of IGEA’s 2019 Game 
Development Survey are projecting 
future growth, with 35 per cent expecting 
“significant growth” in revenues in the 
coming financial year2. The Australian 
game development industry is also 
rebuilding following its major restructure as 
a result of the Global Financial Crisis with 
55 per cent of Australian studios are less 
than five years old3.  

In short, this is a crucial and opportune 
time for video game development in 
Australia. With the right support, these 
activities have the capacity to double or 
possibly triple the capacity of the people 

1 Department of the Premier and Cabinet 2019, Arts & 
Culture Plan South Australia 2019 - 2024, South Australian 
Government, viewed 19 January 2020

2 IGEA 2019, Australian video game development industry 
snapshot 2018-19, viewed 19 January 2020

3 Ibid.

working in the Australian games industry 
over the next two to three years and lead 
to the investment of hundreds of millions of 
dollars. They will align Australia with other 
advanced economies and help to build a 
whole new generation of Australians with 
vital digital skills. 

One of the key factors in ensuring the 
growth and benefits outlined above will be 
access to senior talent and niche skillsets.  
Access to this talent is crucial on several 
levels: 

a)  Senior talent is necessary to ensure 
the establishment of “AAA” (i.e. big 
budget) studios in Australia. Games of 
this magnitude take a range of highly 
specialised skill sets, a lot of which 
are currently not present in Australia. 
Most of the talent departed Australia 
after Global Financial Crises forced a 
restructure of the local video games 
industry. These skills aren’t just those 
of technical and artistic talent, but also 
marketing, managerial and financial 
roles.

b)  At the same time, the growth of 
Australian studios is getting to a point 
where it can only be sustained via the 
introduction of senior roles. While these 
studios were able to release past titles 
with local talent, bigger productions 
and creating new intellectual property 
translates into an urgent need to 
recruit more experienced staff (often 
occupying very specialised skill sets 
which drastically narrow the talent pool). 

c)  The greatest difficulty in the process has 
been finding suitably qualified senior 
and lead employees with experience 
in the games industry. Senior positions 
have remained open for unexpectedly 
excessive periods of time, which 
has continued to impact the studio’s 
business negatively, including missing 
milestones, project delays and lost 
contracts.

https://www.dpc.sa.gov.au/__data/assets/pdf_file/0015/113802/Arts-and-Culture-Plan-South-Australia-2019-2024.pdf
https://igea.net/2019/11/australian-video-game-development-industry-contributes-to-exports-and-job-opportunities/
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In short, facilitating access to overseas 
senior talent will ensure growth and 
investment and help to upskill Australian 
talent with emerging industry-specific skill 
sets. In the process, it will support the 
increase of employment of Australians 
in the video games industry, as it sees 
the possibility to expand locally utilising 
emerging skills to train local talent, without 
having to offshore parts or all of their 
business.

It is estimated that up to 5000 students 
per year graduate in video-game related 
courses in Australia4. Without the senior 
talent to guide and train them, this will only 
further the ongoing brain drain of skilled 
junior talent. Our talent is currently needing 
to move overseas to find work, taking 
with them not only their skills and creative 
ideas but also their taxable incomes. If we 
don’t support our industry, we will continue 
to lose an entire generation of talented 
Australians to grateful studios in the US, 
Europe, the UK and Canada.

Labour market testing evidence supplied 
by our members and the wider Australian 
video games industry supports the view 
that local senior and niche video games 
talent is extremely scarce. 

We recommend the expansion of such 
schemes as the Adelaide City Technology 
and Innovation Advancement Designated 
Area Migration Agreement to ensure that 
game-related roles are accommodated 

4 Senate Standing Committees on Environment and 
Communications 2016, Future of Australia’s video game 
development industry, Parliament of Australia, viewed 19 
December 2019

together with the continued lobbying of the 
federal government to secure overseas 
talent via its accommodation in ANZSCO 
codes. This must include pathways to 
permanent residency. 

The global nature of the video games 
industry poses additional difficulties 
for South Australia in this respect; 
games companies around the world are 
competing fiercely to recruit the best talent 
internationally for roles which are highly 
specialised and forward-facing. Australian 
companies are directly competing with 
other countries, such as the US, Canada 
and Europe more generally, all regions 
that have established sustainable game 
development ecosystems and offer, 
in particular in the case of Canada, 
attractive migration schemes that allow 
for permanent residency: an asymmetrical 
contest for Australian developers, given 
their minuscule size sand the current 
difficulties associated with attracting niche 
skills. 

Whilst in the long-term, we strongly 
believe in improving the digital skills of 
the domestic workforce, this isn’t enough 
to plug the skills gap in the short to 
medium term. IGEA members found it 
extremely difficult to compete globally for 
the best talent, in particular in the context 
of some roles being limited to the Short-
term Skilled Occupation List. The impact 
of senior/niche talent not being able to 
apply for Permanent Residency cannot be 
overstated. Accordingly, we recommend 
that all game-related roles are eligible for a 
pathway to permanent residency.
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https://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Environment_and_Communications/Video_game_industry/Report/c02
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Smaller Scale Initiatives: Trade 
Missions and Business Training

While we recognise the support that the 
South Australian Film Corporation has 
provided to the state’s game developers 
through trade missions to Games Connect 
Asia Pacific (GCAP), Australia’s premier 
game development conference, there is 
further potential to help them show their 
wonderful games to the wider world. We 
have heard from our members – and the 
wider Australian industry – how important 
trade missions have been to showcase 
their games not just to consumers, but 
particularly to industry and how they have 
helped them find publishers, investors and 
clients. Despite the increasingly diverse 
ways in which games businesses around 
the world are now connecting with one 
another, physical trade shows are often still 
where deals are made and relationships 
forged. We urge South Australia to expand 
their support via assisting developers with 
trips to, for example, Game Developers 
Conference (GDC) in San Francisco, 
Gamescom in Germany and Singapore or 
ChinaJoy in Shanghai, and work closely 
with Austrade and industry to maximise the 
opportunities for the local industry abroad.

Moreover, South Australia needs to 
consider initiatives that further expose 
game developers to the commercial 
realities of running a studio. Gaps in 
business acumen on various levels – from 
basic questions on how to structure a 
business to the complexities of dealing 
with foreign investment and giving up 
equity – have the potential to significantly 
slow the growth of the industry.  Game 
developers are not only creatives but also 
business owners, a reality not everyone 
in the industry is attuned to. Close 
collaboration with the start-up sector, 
which often experiences the same issues, 
or local universities, as well as mentorship 
programs, business starter-kits, and 
accessing the expertise of experienced 
practitioners via IGEA are all potential 
ways to address this concern.  

Odd Game’s Monster Truck destruction has 
generated over 30 million organic downloads 
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