10 July 2020
Joint Standing Committee on Trade and Investment Growth
PO Box 6021
Parliament House
Canberra ACT 2600

Dear Committee Members

Submission to the Joint Standing Committee on Trade and Investment
Growth's inquiry into Diversifying Australia's Trade and Investment Profile
Introduction to IGEA
The Interactive Games & Entertainment Association (IGEA) is pleased to provide this submission to
the Joint Standing Committee on Trade and Investment Growth (the Committee) to support its
inquiry into diversifying Australia's trade and investment profile (the Inquiry).
IGEA is the industry association representing and advocating for the video games industry in
Australia and New Zealand, including Australian game development studios. We also manage The
Arcade in South Melbourne, Australia's first, not-for-profit, collaborative workspace created
specifically for game developers and creative companies that use game design and technologies.
Background and context to this submission
We had the privilege to provide a submission and also appear before the Committee during a
hearing for its previous inquiry into supporting Australia's exports and attracting investment (the
Previous Inquiry). The Committee tabled the final report of this prior inquiry, Trade Transformation:
Supporting Australia’s export and investment opportunities, on 10 June 2020, which included a
specific recommendation to support Australian video game development through a tax offset:
Recommendation 17: The Committee recommends that the Australian Government
introduce a refundable tax offset for video game development in Australia, similar to offsets
provided to the film and television production industries.
We are grateful to the Committee for recognising the significant economic potential of Australian
game development, and the role that equitable access to screen tax offsets can serve as a lightning
rod for large scale investment and export growth. We thank the Members for their sensible
recommendation to the Government, and we have since urged the Government to accept it.
Given the Committee's recent recommendation for support for our sector, it is not our intention to
repeat our submission from the Previous Inquiry. However, we would like to acknowledge the
strong and particular connection between our industry and this Inquiry's focus on diversifying
exports and investments, and seek to provide new, relevant and timely information that we hope
will be useful to the Committee, and to the Government when it reviews this Inquiry's outcomes.
Page | 1

1

The diverse investment sources and broad export market for video games
We have previously spoken to the Committee about the immense commercial scale of video games.
In summary, the video games market is expected to be worth around $250 billion this year (a 9.3%
annual rise), greater than the combined film, music, home entertainment and video streaming
services markets. Video games are played by an estimated 2.7 billion people around the world, over
a third of the world's population. Considering the increase in gaming that has occurred globally as
communities around the world went into shutdown this year, this number is only going up.
This Inquiry has a different focus to the Previous Inquiry. Rather than looking at investment and
exports generally, this Inquiry addresses issues related to the diversification of Australia's export
markets and sources of investment. The focus of this Inquiry is to understand whether there is a
need for Australia to diversify its trade markets and foreign investment profile. Our answer to
both questions is definitively yes. We would like to show how supporting Australian video game
development—through the Government's implementation of a tax offset for game development
as the Committee already recommended in the Previous Inquiry—will help to achieve it.
The broad investment profile of the global video games industry
Unlike many other industries, the global games industry is highly diverse, comprising major
platforms, storefronts, publishers, and developers from all around the world. The video game
companies that are commonly cited as among the largest in the world over recent years (based on
market capitalisation, revenue, player base or employees) come from a variety of countries,
representing a very broad slate of sources of potential future investment into Australia, including:
•

China

•

Finland

•

France

•

Germany

•

Japan

•

Poland

•

South Korea

•

Sweden

•

United States

Australia has not been a recipient of significant investment from the global games industry over the
past decade compared to other advanced economies, due to the relative lack of competitiveness
of Australia as a destination for investment compared to countries like Canada and the UK that offer
investment incentives like tax offsets. However, it is a sign of the scale and diversity of investment
in our industry that while we only have four overseas-owned game studios currently operating in
Australia, they collectively represent tens of millions of dollars of investment, they are all among
the largest employers of developers, and they come from companies from three separate countries:
•

Wargaming, a Belarusian video games company, has a development and engineering hub
in Sydney. It is the largest studio in NSW and one of the largest in Australia by worker count.

•

Gameloft, a major French video games publisher, has a game development studio in
Brisbane, which is the largest game development studio in Queensland.

•

Electronic Arts, the major US video games company, owns the Firemonkeys studio in
Melbourne, the largest games studio in Victoria and one of the biggest in Australia.
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•

Sledgehammer Games, part of the US giant Activision Blizzard, has established the newest
large games studio in Australia, and one of the fastest growing in the Southern Hemisphere.

There is interest in Australia as a destination for investment, both in terms of new studios and
acquisitions of existing studios for their talent and economic potential. The establishment of each
new AAA studio could easily involve an investment of $100 million or more for the first five years,
while the acquisition of an existing studio could inject a similar amount into our economy. For
example, in 2018 the global games giant Tencent acquired New Zealand's Grinding Gear Games for
over NZ $100 million. However, as the Committee recognised in the Previous Inquiry, a tax offset
for game development is essential to improving Australia's competitiveness as a destination for
investment, and without an offset this investment will continue to bypass us for other countries.
The insatiable and accessible worldwide video games export market
One of the issues that the current Inquiry is seeking to interrogate is whether Australia's export
industries are too heavily weighted to a small number of traditional sectors and export markets,
which are not only subject to typical market risks, but global disruptions like COVID, and exposure
to regulatory and other risks associated with sometimes unpredictable trade relationships.
As a 'born global' industry, our sector has demonstrated resilience to these risks. First, video games
have an evergreen demand. People all around the world love games and as long as there are
enjoyable games being made, people will support and play them. COVID also showed that video
games are as close to being an essential good as any non-essential good can be, where games
helped a world in shutdown to keep positive, engaged, active, and connected. Anecdotally, we even
heard that in some countries, governments helped to keep game retailers open for these reasons.
As video games are largely developed, published, and distributed digitally, they are a true
weightless commodity that do not need to be shipped and are exported directly and
instantaneously to their customers all around the world. Through the three major video game
consoles, mobile devices, as well as PC storefronts, the global digital games market that Australian
game studios can access includes every part of the Earth with internet access, with downloads even
recorded in Antarctica. In fact, we argue that video games are likely to be one of the only products
made in Australia—if not the only—that have been exported to every single country on Earth.
Video games are highly accessible to communities around the world at all socio-economic levels,
with video games spanning countless genres and many of the most popular and successful games
in the world being free. Games also have the unique ability to be localised for different export
markets, which not only includes publishing video games in multiple languages, but also adjusting
a game's content, from characters, environments and even stories, to increase a game's
attractiveness and suitability to different cultural contexts. This means that our video games export
market is as diverse as people are diverse. Unlike many of Australia's other industries, Australia is
not reliant on just one or two segments of the world, and the high diversification of our game
exports reduces market and trade risks.
As an example of the diverse export profile of Australia's game development industry, 73% of our
studios reported that they focused on the North American market, while 60% focused on Europe
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and 57% focused on Asia, meaning that many studios targeted several parts of the world. Video
games are also exported as both goods and a service. While many video game studios create their
own titles and properties, many also export their game development services to other companies
and industries around the world. Given that many video games are now being created in multiple
locations through a rolling 24-hour development cycle, Australia's geographical isolation and
distinct time zone to Europe and the US can provide a unique selling point for our studios.
Case Study: Mighty Kingdom
Mighty Kingdom, based in Adelaide, is one of the largest independent game development
studios in Australia. Mighty Kingdom develops its own titles, such as Kitty Keeper, Wild Life and
the upcoming Conan Chop Chop, as well as exports its game development services overseas,
having created games for Disney, LEGO and Shopkins. Their games have been downloaded in
more than 60 countries and have been localised in 15 languages, with the studio's top markets
for players a highly diverse list of countries, including: UK, Canada, Brazil, Denmark, Sweden,
South Korea, Japan, Italy, and Germany. Over the past two years, Mighty Kingdom has also
exported its software development skills to clients based in eight countries.
DFAT and Austrade's positions on the video game development sector
We are conscious that the original basis of this Inquiry is to look into the 2018-19 annual reports of
the Department of Foreign Affairs and Trade (DFAT) and the Australian Trade and Investment
Commission (Austrade). Our main new recommendation that we would like to make during this
Inquiry is that the Government take our sector's trade and 'soft power' potential more seriously
in its foreign affairs and trade policies, and that this be reflected in its resourcing and strategic
prioritisation for DFAT and Austrade.
DFAT
With respect to DFAT, we note that the Government's 2017 Foreign Policy White Paper, at page
114, states that the Government would continue to "invest in exporting Australia's software
development and interactive content expertise to take advantage of growth in digital games
development". Despite this strong declaration, to date we have not seen any polices that support
or invest in our industry as the White Paper had committed. By contrast, we note that the
Government's Arts and Trade portfolios have continued to focus on incentives for exporting the
traditional film industry, from the extension of the PDV and Location Offsets last year, to the
creation of the $140 million Location Incentive in 2018 (that is in addition to the Location Offset).
We would welcome closer engagement with DFAT on how games can fit into its portfolio priorities.
On the other hand, we thank DFAT for their positive consultations with us and industry on
Australia's proposed Free Trade Agreement negotiations. Given the increasing importance of digital
exports to Australia's economy, we have and will continue to advocate for trade agreement that
encourage digital trade flows that are open, able to grow, and are free from unnecessary regulation.
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Austrade
We would like to use this submission to thank Austrade for its support for video game development
in recent years, which remains the only federal government agency that currently provides even a
minimal level of industry-specific support. Even though Austrade only has a single fulltime Trade
Advisor and, presumably, a very limited budget allocated to supporting our sector, it has been able
to successfully deliver the following to support our existing and emerging games studios:
•

Delivering the China Joy 2019 Bootcamp in Shanghai, with the support of the Australian
Landing Pads, providing Australian game developers with access to high profile developers,
publishers, and platforms. A 2020 Bootcamp experience is currently being organised.

•

Delivering coaching and pitching programs with an international video games expert in
2019 and 2020, with the 2020 program currently being delivered in collaboration with IGEA
(and co-sponsored by SA, WA and Queensland) in the form of six topical webinars as well
as individual mentoring for 12 high potential Australian game developers.

•

Supporting the visits of key overseas game investors and publishers to Melbourne
International Games Week 2019, including co-organising networking and briefing events.

•

Delivering Trade Insight Sessions for Australian game developers about overseas games
markets, such as North Asia and India, including briefings by overseas industry experts.

•

Providing guidance and advice to Australian game developers and trade missions,
facilitating discussions between the Government and global studios looking to invest, and
championing video games in inter-departmental and inter-governmental discussions.

Recognising the real and effective benefits that Austrade has provided for our sector even through
a single FTE, we recommend that the agency at the very least continue its support for digital games
over future years. Further, we recommend that the Government increase its resourcing of Austrade
to enable them to expand its programs and partnership not only with our industry, but with other
'industries of tomorrow' that alongside games will collectively carry the burden of driving Australia's
export growth in the future, as Australia's traditional legacy industries inevitably slow or decline.
Creating a $1 billion export-focused video game development industry by 2030
Finally, we have recently developed a new policy paper for the Government: Game Engine:
Australia's immediate opportunity to create a $1 billion video game development industry. In this
paper, we outline our vision for a game development sector that by 2030 can deliver $1 billion a
year in revenue, almost all of this by exporting our games and services, and can create 10,000
export-focused fulltime workers. We have enclosed this report for the Committee's information.
Thank you again to the Committee for listening to us. Should Members wish to discuss our
submission or our industry further at a future hearing, we would be pleased to assist.
Yours sincerely,
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S umma r y
Video games are all around us. From consoles that sit in our lounge
rooms that allow the whole family to play, and computers that are used
by children for online learning and socialisation, to mobile phones that
keep us occupied while we ride the bus or train.
The businesses that make video games form a significant creative
sector, in fact, one of the fastest growing and most innovative
industries in the world.
Unfortunately, while games are a global $250 billion industry,
Australia has one of the smallest game development sectors of
any advanced economy.
Our sector earned just $144 million in 2018-19 – or 5 cents for every
$100 generated by video games around the world.
The key reason for our industry’s small scale at home is that unlike our
international peers, Australia’s funding programs and tax incentives for
the screen industry have not extended to video games.
Fixing these policy gaps will have some immediate impacts:
Our existing studios will have the support they need to get started, to
get projects running, to hire and to grow.
Australia will finally be able to compete globally for the billions of
dollars invested each year in making video games. There is currently at
least half a billion dollars of new investment, ready and waiting to be
spent on making games in Australia.
There will be an explosion of unique Australian-made video games.
With these support mechanisms in place, we believe that our budding
video games industry can within ten years grow into one that
generates $1 billion annually, with most of that being export revenue,
and create 10,000 new highly skilled, innovation-focused, full-time jobs.

R ec o mmend at io n s
We are calling for a new 30% tax offset for game development work,
just like the PDV offset available to our fellow animation and special
effects industry.
We are also calling for the restoration of the Australian Interactive
Games Fund, which was cancelled just one year into its four-year term,
so that game developers have the support they need to create games
here in Australia.
Game Engine Australia’s immediate opportunity to create a $1 billion video game development industry
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I s mak i ng v id e o
g a mes a real in d u s t r y?
Yes. It is the largest creative sector in the world and one of the
fastest-growing industries worldwide. Video games are predicted
to be worth almost $250 billion globally in 2020, or nearly ten
times the size of the global music industry.
Tens of billions of dollars are invested in game development each year around the world.
This money goes into making new games, creating new creative content, researching and
developing new technologies, designing highly advanced platforms, and supporting all the
communities of game players.
The reason for our industry’s global scale and upward trajectory is simple: people love to
play games. Two out of every three Australians play games. Globally, the best estimates are
that almost a third of the world’s population play games and about half of those people
come from our own Asia-Pacific region. These are all people who do and will play games
made in Australia.
While some people still think video games are just for young boys, nothing could be further
from the truth. The reality is that the average age of the Australian game player is 34 and
they are almost equally played by males and females. 42% of Australians aged over 65 play
games - our fastest growing cohort - to keep their minds sharp, to stay active, and to spend
time with their grandchildren.
Video games are no longer just for fun but are already being applied across diverse sectors
in Australia, from education and training to health and defence. A thriving homegrown
game development industry drives all this innovation.

EDUCATION

HEALTH

TRAINING

BUSINESS

Gamified lessons
and games as
leaning tools

Gamified hearing
tests for kids;
virtual surgery

Virtual training
is widely used
(mining,
logistics etc.)

Gamified apps;
virtual tours and
augmented reality

HOW VIDEO GAMES ARE BEING USED
Impact of innovative video game technology in other industries

GOVERNMENT
Using games
for outreach,
engagement and
recruitment
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DEFENCE &
POLICING
Simulations for
training and
excercises

FILM & TV

WELLBEING

Animation and
visual effects using
game engines

Fitness games and
wellbeing apps
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D oes A ust r a l ia
m ak e v i deo g am e s ?
We make beautiful, award-winning games that are played all around
the world, but not nearly as many as we could and should be making.
Before the global financial crisis, Australia had an exciting development scene with both
smaller ‘indie’ studios and larger ‘AAA’ (or blockbuster) studios. With the GFC, many of them
moved or closed and never returned.
At the same time, many countries created strategies to bolster their own games industries
and to attract global investment. These included Canada’s video game tax credits and
the UK’s Video Game Tax Relief. These aggressive policies led to a loss of Australia’s
competitiveness as a great place to make games.
Despite these setbacks, our industry slowly reinvented itself, focusing on independent titles
and games for mobile, finding success. Video games are among Australia’s most successful
creative exports over the past decade, and several Australian games have achieved
significant cultural and critical acclaim.
The global industry has started to take notice of Australia again, with Electronic Arts,
Gameloft, Wargaming and Activision Blizzard among the publishers that now have studios in
Australia. However, scale is the key problem. Our talented game development industry is still
20 to 30 times smaller than the sectors in Canada and the UK, and we have such potential to
achieve so much more.

Crossy Road by Hipster Whale has been downloaded
over 200 million times around the world

Moving Out by SMG Studio was released in 2020 and
helped people in social isolation to still play together

AFL Evolution 2 by Wicked Witch Software is a
distinctly Australian game that can only be made here

Sledgehammer Games, which makes renowned Call of
Duty games, established a Melbourne studio in 2019
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Why shoul d w e care
a b o ut ma k i n g g am e s ?
Australia’s game developers are export-focused, making 83%
of their income from overseas, particularly in Asia, Europe, and
North America. To compare, ABS data tells us that just 8% of
Australian businesses made any overseas income.
Video games are incredibly high value goods. Unlike most of Australia’s exports, our
industry doesn’t make goods that are sold and used once. Our studios make games that are
played again and again. Games today are ongoing services with diverse business models,
generating revenues that last years after their release by bringing in new players and serving
new content to keep existing ones.
As mostly digital goods, video games don’t need to be shipped and have customers in
every country, making our export market one of Australia’s most diverse. While most nonessential businesses were heavily impacted by COVID-19, more than half of Australian game
studios said that they were still confident for the future, buoyed by their ability to work
remotely and the world’s strong demand and need for games to help communities stay
positive and connected.
What this means is that in a global trade environment that is looking increasingly fragile and
volatile, few industries are as resilient for the long term as ours.
Australia also needs to build a workforce geared for the coming decades. This means
developing digital, creative, and versatile skills. Games workers are programmers,
engineers, designers, and technology specialists, and the skills they have are in demand not
only in our sector but across the whole economy.
Computer
programmers &
software engineers
Product, marketing
& community
managers

Game developers
& designers
Graphics & audio
engineers

Producers
& writers

Artists and
animators

THE JOBS AND SKILLS CREATED BY
VIDEO GAME DEVELOPMENT
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H o w i mpo r t an t can
t hi s i ndust r y b e co m e ?
Australian game developers generated $144 million in
revenue in 2018-19. Looking at how fast other countries’
industries have grown, we believe that with the right policies
in place, our industry can generate $1 billion a year in revenue
within ten years. Over 90% of this revenue will come from
overseas markets.
By growing our existing studios, building new ones, and investing in training and skills, we
can also transform our industry from one that employs just 1,275 full-time workers today, to
a workforce that employs 10,000.
Canada and the UK have already shown us the way. In 2019, Canada’s game development
industry employed almost 28,000 full-time workers and added nearly $5 billion (AUD) to
its economy. The UK’s industry employed almost 15,000 full-time workers and contributed
nearly $3.5 billion (AUD) to its economy. These industries also support tens of thousands
more jobs indirectly.
These examples provide a goal that we can aim for in the long-term, but we need to get
started today. Creating a $1 billion games industry within ten years is also the declared
goal of New Zealand, who have a faster-growing sector and are already rolling out funding
programs to achieve it. We have no time to waste.

$1 billion a year in revenue

OUR VISION
FOR THE

AUSTRALIAN GAME
DEVELOPMENT INDUSTRY
IN

2030

Over 90% of revenue coming
from overseas markets
Mature digital export flows to
Asia, North America, and Europe
10,000 full-time game
development workers
Major game development
precincts in Sydney, Melbourne,
Brisbane, and Adelaide
Additional game development
hubs in Perth, Canberra, and
Hobart
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What ’s st op p in g o u r
i n d ust r y fro m g ro w in g ?
Despite the talent and creativity of Australia’s game development
industry, and the great successes many of our studios have
achieved, our industry has not been afforded the policy levers to
transform into the global player we should be.
Of every $100 that video games earn around the world, only about 5 cents are generated by
Australian game developers. Our industry earned less revenue in 2018-19 than New Zealand
game developers, who have doubled their earnings over the past two years to generate $190
million (AUD). Australia is not taking advantage of the economic potential that our games
industry can achieve, and a great export and investment opportunity is slipping by.
The absence of policy support for video games has led to a loss of global competitiveness.
Unlike our international peers, Australia has not prioritised strategic policies for game
development. The opportunity cost has been the loss of hundreds of millions of dollars
of new investment and publishing deals as other regions become the focus of interest.
Sadly, we have also lost some of our best talent and brightest ideas to the industries we are
competing with overseas.

D o esn’t t he Go ve r n m e n t s u p p o r t
a rt s a nd t he s cre e n s e ct o r ?
There is no policy support for video games in Australia, even
though a Senate Committee Inquiry into our industry in 2016
recommended that the Government create both tax incentives
and direct funding for video games.
In contrast, the Government provides significant support to film and TV production,
including both Australian and foreign projects.
• It gives ‘Producer’ tax offsets of 20-40% and direct funding through Screen Australia to
support Australian-made content for TV, online and cinemas.
• It provides a ‘Location’ tax offset and incentive worth up to a combined 30% for
international productions to encourage them to film in Australia.
• It gives a ‘PDV’ tax offset of 30% to make Australian animation and special effects
companies globally competitive and to attract investment.
It’s important to note that some states and territories do provide limited funding and
incentives for game development, and this funding has been vital to the existence of some
of Australia’s most successful games over the years. However, it is not enough to make
Australia globally competitive or to create the $1 billion a year industry that can help to
transform our future economy.
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E x tend i ng t a x o ff s e t s
to game d ev e lo p m e n t
We are calling on the Government to provide our sector with
access to tax incentives by providing a 30% tax offset for video
game development, just like the current PDV offset.
The PDV offset helps Australian screen enterprises to be competitive in a global landscape.
A new video game tax offset would similarly help Australian game developers to make
games cost-effectively and become a competitive exporter of development services, while
also turning Australia into a globally attractive destination for investment. This tax offset
should be available to all qualifying expenditure on game development in Australia.
Screen Australia, the Government agency supporting screen production, has previously
mapped out what a game development offset could look like, including a proposal in
its Playing for Keeps white paper for a 30% tax offset for projects over $500,000 (20% for
projects between $200,000-$500,000).
We also know tax offsets work: analysis of games tax incentives used overseas shows
that each $1 in tax offset spurred $5 in increased expenditure, increased the value of the
economy by $4, and brought in $2 in new taxes.
With countries like Canada, the UK and France all with tax incentives to encourage game
development, Australia has a competitive disadvantage. A tax offset will level the playing
field and act as a lightning rod for investment. It is no exaggeration to say that there is at
least half a billion dollars of investment that we know of ready and waiting to be injected
into the Australian economy to build new studios and to grow our existing ones.

“Recommendation 2: The committee recommends the
introduction of a refundable tax offset for Australian
expenditure in the development of game titles.”
Senate Environment and Communications References Committee, Final Report, Inquiry
into the future of Australia’s video game development industry, 2016

A tax offset will also be transformative to our existing game development businesses. It will
help Australia’s medium size studios who are on the cusp of global success to double down
on their projects and workers while giving them the capital they need to obtain financing
that might not otherwise be available. Achieving this will result in hundreds of millions of
dollars of increased revenue from our highly export-focused studios and the creation of
thousands of jobs.

Game Engine Australia’s immediate opportunity to create a $1 billion video game development industry
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R est o r i ng t h e A u s t r al ian
I nt er a c t i v e Gam e s F u n d
We are also calling on the Government to fix the current
ineligibility of video games from receiving arts funding by
restoring the $20 million Australian Interactive Games Fund
administered by Screen Australia.
The Australian Interactive Games Fund was introduced in 2013 but cancelled without reason
after just a year. Its purpose was to provide funding of $20 million over four years to game
developers, with some funding used to support specific projects and the rest going to help
games enterprises directly.
Screen funding is as vital to game developers as they are to screen producers and all the
needs for the previous fund still exist today. Funding helps emerging talent to secure
financing to get their first projects off the ground. It also helps them to grow their studios
and hire the support that they need to succeed. Some Australian studios that are still
making successful games today owe their start to the fund.
Like the previous fund, we support at least some of the funding being provided as
recoupable investments that are repayable upon a game’s success. While the previous
fund didn’t last long, it was effective while it was active. The $3.7 million that was provided
to game projects helped to generate total production budgets of $14 million, and
some recipients of that funding have told us how quickly they were able to repay the
Government’s investment.

“Recommendation 10: The Committee recommends
that the Interactive Games Fund be reinstated.”
House of Representatives Standing Committee on Communications and the Arts, Final
Report, Inquiry into the Australian film and television industry, 2017

While screen funds typically take a while to lift the industry, success can come unexpectedly
fast with games, with some of the most successful Australian games of the past decade
being the first or second game made by young development teams. While countries like
Canada, the UK, New Zealand, and economies across Europe all provide direct games
funding - including Germany’s new €50 million games fund - we remain one of the only
advanced economies that do not.
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