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EXECUTIVE SUMMARY

NSW Northern Rivers region has the characteristics to participate in and succeed in
the rapidly evolving digital content production industry. Critically, it has an already
active digital content industry — by far the largest outside Australia’s major capital
cities — which is experiencing growth.

The region has significant human capital resources with extensive experience and
networks in industries relevant to digital content production. It has access to
significant financial capital via its business networks and has a large creative
population. Importantly the region has enormous environmental amenity, evidenced
by its global profile as a lifestyle and tourist destination.

These successes and a flow of expertise, practitioners and creatives to the Northern
Rivers region mean it is timely for next-step policy making to capitalise on
opportunities and see further growth in the region’s digital content production
industry.

Earlier federal investment effectively facilitated film industry clustering and
development in the region. The Northern Rivers now has quality experience,
expertise and business activity in the screen sector; technical services for digital
content production are increasingly available.

However, even with significant regional endowments and exceptional early industry
development, there are factors restraining growth of the Northern Rivers’ digital
content production industry. These factors are primarily associated with
infrastructure and skills.

Broadband in the Northern Rivers region is inadequate. Gigabit speed bandwidth
nodes need to be established to enable the digital content production industry to
grow. The industry relies on moving large media files quickly, reliably and affordably.
Further, there is the challenge of being without the benefits gained through the
clustering that occurs in a larger urban precinct — benefits that could be gained in the
Northern Rivers by establishing a precinct location or set of precincts, connected by
high-speed infrastructure. Other barriers to growth and potential solutions are
detailed in the report.

The digital content production industry, for the purposes of this report, includes:
software development, special effects, game production, film and television
production, cyber security and creation of digital learning objects. Digital content
production is broader than the ‘screen production” industry but narrower than the
combined entertainment, technology and arts sectors.

Digital content production offers attractive employment and career paths for the
Northern Rivers region’s youth. Young people are familiar with the industry’s skill
requirements and its evolving distribution platforms, particularly social media.
Further growth of the industry in the Northern Rivers has the potential to offer an
employment alternative to young workers who would otherwise seek employment
outside the region.
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In terms of broader demand, business and consumer ‘appetite’ for visual content
continues to grow rapidly and this is likely to continue well into the future. In
addition, content production around the world is in a state of economic upheaval as
changes in technology and distribution models lead to fragmentation of traditional
mass markets into a multiplicity of niche content types and distribution models as
well as content aggregators.

This evolution and disruption coupled with the strong and growing demand for video
content, create significant opportunities for agile small-scale players as well as
export-driven growth opportunities for larger digital production businesses.

In the Northern Rivers, a larger, stronger and more export-focused digital content
production industry will provide the region, and importantly the region’s young
people, with high-skilled, high-value employment opportunities and skills to be
applied across a range of industries. This type of industry is by its nature a low
environmental impact industry and more likely to be embraced by this community.
The proximity endowment to the burgeoning South-East Queensland region means
that this type of industry growing in the Northern Rivers will have a high likelihood of
attracting growing businesses in this industry across the border into the region. It will
also contribute to the continuing diversification and growing sophistication of the
Northern Rivers economy that make it one of the few regional Australian economies
that is not almost entirely dependent on primary industries.

A strong digital content production industry will position the Northern Rivers region
with a sophisticated expanding tertiary industry for the twenty-first century —
regionally located and delivering to national and international marketplaces.
Recommendations below are designed to address barriers to this growth.
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RECOMMENDATIONS SUMMARY

RECOMMENDATION 1.

RECOMMENDATION 2.

RECOMMENDATION 3.

RECOMMENDATION 4.

RECOMMENDATION 5.

RECOMMENDATION 6.

RECOMMENDATION 7.

RECOMMENDATION 8.

RECOMMENDATION 9.

Kl Media © 2017

Develop a high-speed broadband connection to digital
content production precincts in the region

Establish a ‘distributed and connected’ digital content
production ‘virtual precinct’

Establish collaboration between local digital content
production businesses and regional training institutions
to determine skill requirements and appropriate
curricula

Undertake a feasibility study for a multipurpose studio
facility including target functions and funding options

Secure federal and state incubator funding to undertake
accelerated-development enterprise programs for digital
industry businesses

Secure matched funding to develop a comprehensive
business plan for establishing a Northern Rivers Region
Digital Content Investment Fund

Undertake an audit of digital asset holdings in the
Northern Rivers region

Seek a ‘lighthouse company’ willing to establish
operations within the region and, in particular, within
the regional digital content production precinct

Develop a Centre for Knowledge Communication
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INTRODUCTION

Regional Development Australia — Northern Rivers commissioned KI Media to
develop this report on the digital content production industry.

The objectives of this report are to:

— define and describe the digital content production industry

— assess and report the state of the industry in the region

— evaluate the capacity of the industry to contribute to the economic and social
development of the region

— recommend actions to be taken by governments to promote the development
of the industry in the region.

The Northern Rivers is known for its high concentration of arts and creative industry
practitioners. In 2000 it became apparent there was a growing concentration of
screen industry practitioners moving to the region. Documentary filmmaker Cathy
Henkel undertook a masters degree at Queensland University of Technology in 2002,
with a focus on the emerging screen industries in the Northern Regions. Her
research provided the basis for the establishment of Northern Rivers Screenworks,
which received federal foundation funding and ongoing federal and state operational
and project funding, in order to promote ongoing development of local screen
industries.

Screenworks has worked to identify, connect and upskill the region’s practitioners,
and delivered ongoing networking events, seminars and workshops. It has ensured
that the region remains connected with decision makers, inviting Screen Australia,
Screen Producers, Australian Film Television and Radio School and broadcasters to
the region on a regular basis to meet with local practitioners. This has been
reinforced with the development of the Byron Bay International Film Festival events
program which introduces local practitioners to international peers and workshops
with a focus on technological innovation.

Critically, Screenworks developed a comprehensive database of the region’s
practitioners so when producers come to town with projects, they can easily source
crew members locally. The database showcases the depth of talent and skills
available and makes filming in the region cost effective as a result.

The original federal investment to identify and harness the screen cluster-
development stage has been achieved. There is a significant depth of experience
and expertise among existing industry players and technical services for digital
content production are increasingly available within the region. Established industry
practitioners, commanding considerable influence and access to finance and
distribution, are increasingly present in the region. As Sydney becomes more
congested and unaffordable, an exodus is occurring to the region that deserves the
attention of policy makers and can be leveraged for industry growth.

This report is the natural next step in this ongoing process of industry development
and is an investigation into what types of government intervention, what policy
settings and infrastructure development would support the next phase of growth of
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this high-value industry sector operating nationally and internationally from a
Northern Rivers base.

Section 1 provides a brief overview of Northern Rivers’ demographic and economic
characteristics.

Section 2 provides a working definition of the digital content production industry and
examines broader technology-driven economic change including phenomena such as
‘disruption’. This section also describes the components of the digital content
production industry and their economic dynamics.

Section 3 provides an overview of the digital content production industry in the
Northern Rivers region based on consultations with key representative organisations
and a broad range of stakeholders.

Section 4 discusses economic growth and the dynamics of cities and regions as well
as NSW Government regional policy contexts and regional research to aid discussion
on regional economic development through the digital content industry.

Section 5 provides a summary of the case for supporting the accelerated
development of the digital content production industry in the Northern Rivers
region.

Section 6 provides recommendations to this effect.

Kl Media © 2017
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1 NORTHERN RIVERS REGION
CHARACTERISTICS

The 2016 Australian Census reports that the Northern Rivers region has a population
of 296,531 persons. Of this population, the Northern Rivers has a slightly lower youth
population and a significantly higher senior’s population than NSW as a whole.

18.2% 23.1%

2 9 Youth (0 - 15; Seniors (65+)
thousand . .

PEOPLE

“ 2016 296,531
- 2011 277,277
2006 267.476 NSW 19.7% NSW 16.3%

The Northern Rivers region includes Australia’s fastest growing regional population;
the Tweed Valley has the leading growth rate in the country (see Exhibit 2).
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Regional Development Australia — Northern Rivers (RDA — Northern Rivers) identifies
regional employment at 90,079 and gross regional product at $14.7 billion. The
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largest industries in the region in terms of employment are health care and social
assistance, retail trade, education and training, and accommodation and food
services.

Exhibit 3 shows percentage distribution of employment by industry for the Northern
Rivers region (upper bar) and NSW (lower bar). In the four largest employing
industries — health care and social assistance, retail trade, education and training,
and food and accommodation services — the region has specialisations that would
also pass the test of materiality given that they constitute relatively high proportions
of employment.

The information media and telecommunications as well as the arts and recreation
services industries are relevant to the target digital content production industry. A
comprehensive definition of content production is provided in Section 3, as well as
discussion of the relationship between this group of industries.

Also relevant is employment related to education and training. On the basis of the
NSW Government’s location quotient approach, the region has a specialisation in
education and training. Training organisations in the region are already delivering
digital content production training. Many industry practitioners serve in a part-time
or full-time capacity delivering courses across the university and private college
sector, or through the multiple regional TAFE campuses. This training capacity for the
digital content production industry is an important capability in the region; the
training capacity is critical for the delivery of higher growth and employment for the
digital content production industry.

It is worth noting that the first (health and social services) and third sectors
(education) are government-paid-for services. Others are ‘flow-on’ services from
local spend, that is, retail and construction.

Bernard Salt notes that public administration is up 50%, utilities up 50% and
education up 25%! since 2015, all sentiments outlined in his Small Business, Big
Thinking NBN-commissioned report. This further accentuates that the region is low
on economic growth sectors that are not paid for directly or indirectly by
government.

As traditional regional industries decline unemployment results and, apart from this
being a source of significant economic loss, it causes a range of social problems for
regional communities.

Like many economic phenomena in the post-GFC world, unemployment is
increasingly difficult to interpret. Currently, Australia’s official unemployment rates
are falling from GFC levels, but the problem of under-employment is increasing. Also,
job insecurity is rising. Furthermore, these adverse employment trends are impacting
youth more than other groups. “More than a third of the underemployed are aged
15 to 24, and their rate [of under-employment] is 18.5 per cent.”?

Burke, J. “Northern Rivers an Entrepreneurial Hotspot”, The Northern Star, 22 August 2017.
Gittins, R. “The truth of the matter about our unemployment problem”, The Sydney Morning Herald, 19
August 2017.

2
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Exhibit 3:

Employment by industry (percentages) for the Northern Rivers region

(upper bar) and NSW (lower bar)

Industry

Health Care & Social Assistance

Retail Trade

Education & Training

Accommodation & Food Services
Manufacturing

Construction

Public Administration & Safety
Agriculture, Forestry & Fishing
Professional, Scientific & Technical Services
Other Services

Transport, Postal & Warehousing
Wholesale Trade

Administrative & Support Services
Financial & Insurance Services

Rental, Hiring & Real Estate Services

Arts & Recreation Services

Information Media & Telecommunications
Electricity, Gas, Water & Waste Services

Mining

Jobs

16.40% (I
11.50% N

14.48% [N
10.65%

10.10% I
8.18%

9.57% I
6.88%

7.26% NN
8.64% I

6.23% N
7.40%

5.98% [
6.12%

5.06% N
2.20% [

4,62% N
£.10%

3.93%
3.86%

3.34% [
5.07% N

3.00% N
4.58% [N

2.51% I
3.35% I

1.94% [l
5.24%

1.85% [N
1.70%

1.34% Il
1.53%

1.21%
2.39%

0.97% M
1.13%

0.19%
0.99%

Source: http://rdanorthernrivers.org.au/data-app/ accessed 11/7/2017
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—— Northern Rivers Region - Regional NSW  —— NSW —— Australia

Unemployment rate

201 2012 2013 2014 2015 2018

Another related problem is the emphasis on specialisation in regional economies.
This means, over time, that the range of occupational choices can tend to shrink with
young people potentially unable to find jobs in their preferred areas. This is a main
driver for youth leaving regions and moving to cities.

While the Commonwealth Government runs a range of policy responses to
unemployment, Local Government across regions have a role to play. The specific
nature and cause of unemployment in the region will have common sources but also
unique characteristics and, in each region, there will be differences in the
effectiveness of policy responses.

The digital content production industry is one that is of interest to young people who
are ‘digital natives’. Many young people have skills that are readily applicable to
digital content production and more specialised training options will enable them to
deepen their capabilities and increase their employability. The industry also offers
entrepreneurs a wide diversity of opportunities that are continually being opened up
by ongoing technological change.

These factors lead to the conclusion that digital content production represents a
unique and appropriate opportunity for the Northern Rivers and, in particular, an
opportunity to improve youth employment outcomes in the region. It will also bring
to the region funds from outside of government, from national and international
sources.

Kl Media © 2017
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DIGITALCONTENT PRODUCTION AND
ITS ECONOMIC SIGNIFICANCE

A broad definition of digital content production is useful for the purposes of this
report; a definition that captures as many functionally related activities as possible.

Over the past decade or so, state governments have worked to define activities
falling under the banner ‘the creative sector’. Definitions here typically include: the
performing arts; music, film and publishing; crafts; design; the art and antiques
market; television and radio; advertising; software and interactive leisure software
(i.e. video games); as well as architecture and designer fashion.

Definitions for digital content production, while broad, are frequently not as broad as
for the creative sector. The digital content production industry would, generally,
exclude creative arts elements such as: architecture, antiques, crafts, fashion design
and some of the performing arts where these do not pertain to the production of
digital artefacts.

This clearer idea of what the digital content industry entails, reveals it sits at the
centre of developments in a range of linked industries; these opportunities and
linkages are ripe for exploitation.

Industry definitions and opportunities

Aggregation of digital content production activities is guided by sound economic
principles. These principles:

— involve the use of similar and/or related inputs

—  require similar skill sets

— are parts of identifiable value-creation chains

— are based on similar and related technologies

— sellinto similar or related markets.

2.1.1 Outlining digital content production

The following activities are included, for this report, as digital content production:

—  post-production, including post-sound

—  graphic special effects

— animation

— software production based within the region

— augmented reality and virtual reality

— film and television production

— video production including for advertising, corporate video, online

—  production of digital education and training content

—  graphic design

— sound engineering

—  website production

— app production, particularly content-rich apps

—  specialist industry production for professional services, such as production for
the finance, accounting, legal services, bookkeeping sectors.

KI Media © 2017 Page | 1:
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Included is as much of the value chain for these activities as could be reasonably
expected to take place within the region. The net is cast widely in terms of
production activity and activities ‘upstream’ of production, but not including
mainstream distribution activities.

The following are excluded from a digital content production definition for the
purposes of this report: computer hardware retailing, telecommunications
infrastructure, video store operations, cinema and television station operations.

2.1.2 Recognising associated economic opportunities
As industries such as finance and transport, medical industries and science seek to
communicate complex ideas, data and concepts to consumers and peers, they are
increasingly drawing on the expertise of content creators. Knowledge
communication in the form of digital content and digital tools will be deployed
across these industries leading to better services, communications, productivity
gains and cost reductions.

Demand will be for higher-value information resource development, data and
information visualisation with greater immersive qualities including animation,
effects and gamification. Digital content production is pivotal to many of these
developments and offers a substantial economic development opportunity across
multiple industries as even more pervasive information and communications
technologies erode the definition boundaries between industries.

The production, funding, management and distribution of digital content is of
increasing economic significance, especially as ‘convergence’ extends to finance,
transportation, accommodation, energy generation and distribution, medical care
and other industries.

Convergence describes the coalescing of economic activity in communications,
media, information technology and to some extent, the arts. As suggested by the
modern adage, ‘content is king’, digital content production is situated at the centre
of this convergence and as a source of substantial value creation.

2.2 Industry development, trends and disruption
With convergence and disruption of technologies, defining economic activity that
constitutes a stable and useful definition of an industry is becoming increasingly
ambiguous and difficult. The economic and social impacts of powerful mobile
computing and communications devices have been dramatic and are causing
unprecedented rates of industry disruption. Disruption is the process by which new
technologies undermine the commercial viability of existing business models. The
CD-ROM disrupted the printed encyclopedia business and digital photography
disrupted the Kodak-dominated film photography business. The app economy has
produced taxi disrupter Uber, and Airbnb, which is disrupting the accommodation
industry.

These disruptions do not just lead to the rise and fall of particular businesses, they
also challenge traditional industry boundaries and definitions. For example, is Uber a
technology company or a transport company? Or is it primarily a provider of broking
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services for drivers and passengers? How would the company be categorised
according to standard industry classification systems?

Policies for economic development are necessarily forward-looking. Therefore, it is
important to consider not only the current state of digital content production and
related industry operations and structures, but the likely future path and structure.

June 2017 marked the tenth anniversary of the launch of the Apple iPhone which,
earlier, had launched the ‘app economy’. The app economy and these other
technological developments are driving even further change. Broadband, in most
parts of the world, is becoming faster and more affordable. Cloud computing
services have moved from novel to routine. Augmented reality and virtual reality,
after having been on the runway for an extended period, appear to be reaching the
mainstream. Increasingly sophisticated artificial intelligence capabilities allied with
big data offer the prospect of enormous productivity increases if at the risk of
significant disruption to employment.

Media, publishing and all forms of content production are undergoing a period of

profound upheaval and change all over the globe. International trends influencing

the industry include:

— new distribution platforms and audiences that are increasingly niche and
fragmented

— lower cost of entry to the content production sector because of increasingly
inexpensive digital tools and increased competition

— multiple funding sources and complex deal structures

— convergence of the digital media landscape — a shift from analogue to digital
and cloud services providing access to diverse content across multiple platforms

— increased speed of technology change

—  shift of audiences from broadcast to on-demand streaming video content

—  social media and audience development

— increasing consumer sophistication resulting in demand for extremely broad
range of niche content

— demand across all industries for visual effects, animation and visualisation of
ideas, data, objects

— appetite among audiences and business for augmented reality and virtual reality
products and experiences

— online consumption such as e-commerce and subscription services.

Industry components

Major components of the digital content production industry are outlined below,
including trends in the value of production in Australia and other aspects of market
development.

It’s firstly instructive to take an entertainment industry overview. Australian creative
industries were valued at $33 billion in 2014 with the entertainment and media
market set to grow 3.4% compound annual growth to $39.8 billion in 2018.3 A record
31,262 people were employed in the screen sector across 3,359 businesses, up from
29,671 employees in the previous survey (2011-12). Employment across the sector

3 PwC, Australian Entertainment and Media Outlook 20142018, 2013.
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is up 5%, but the standout driver of this growth has been digital game developers,
with employment up 26% since a 2011-12 survey.*

An ABS survey found overall income has increased from $11.9 billion (2011-12) to
$12.1 billion (2015-16) with the major growth area being subscription broadcasters
and channel providers. Responding to the survey Screen Australia commented that,
notably, online content creators have delivered rapid production growth —

$93.6 million of non-TV production value compared to just $5.5 million in the 2011—
12 survey.®

Key findings of the ABS Film, Television and Digital Games Survey® included 87,466
hours of first-release broadcast and subscription television were made in Australia,
with news and current affairs making up 57% (50,160 hours) and 112 domestic and
foreign feature films made in the period, with an average cost per production of $4.6
million. An example of the growth in new media production is evident in the 3,248
episodes of web series made in the most recent period compared to just 107 in
2011-12.

2.3.1 Film and television

This industry in Australia is undergoing what Screen Australia describes as:
... the continuation of the radical transformation of the sector. Digital
disruption is rewriting the rules of our business ... altering not only
established release patterns and revenue models, but causing massive shifts
in audience behaviour and expectations ... what this tells us, is that there is a
constant need to adapt to changing audience behaviour and embrace new
ways to produce, fund and distribute in this new world.”

Screen Australia support underpins 50% of all Australian narrative screen projects —
feature films, TV drama, children’s drama and documentaries. The significant budget
cuts that have occurred over the past few years mean, therefore, less direct funding
from federal and state screen agencies, the ABC and SBS. Businesses with funding
models that rely solely on federal or state funding are being actively discouraged by
these agencies. The message is clear — content creators need to adapt and create
product that addresses the rapidly changing audience viewing habits. The filters
being used for commissioning are: quality, culture, innovation, diversity and, very
importantly, audience.

Fragmentation across multiple platforms means developing content that balances
audience expectations for quality content on demand along with the financial
realities of content production and reduced budgets. The importance of audience
expectation and involvement is clear:
Audiences are playing a more participatory role in shaping their own viewing
experience, with collaborative authorship, interactive tools and multiple
platforms all blurring the boundaries between producer and audience. ... it
can also be a huge opportunity. It is what we make of it.®

4 Australian Bureau of Statistics 8679.0 — “Film, Television & Digital Games, Australia 2015-16"

Screen Australia, “ABS Film, Television and Digital Games Survey Results Released” Media release, 15
June 2017.

& ibid.

Screen Australia Annual Report 2015—-16, Executive Summary

Graeme Mason, CEO Screen Australia, 2016 Australian International Documentary Conference
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Australian producers are being encouraged to engage more with the international
market, and look to bring on partners at a much earlier stage, particularly in
television drama:

The greatest single opportunity for Australia’s screen industry right now is

the burgeoning international drama market. With new channels and

platforms starting up and commissioning more and more work from multiple

territories, not only can Australian television creators sell their content to

the world, but they can partner with other producers and countries to create

projects of real scale and ambition.®

Referring to the changing industry landscape the CEO of Screen Australia Graeme
Mason noted “the biggest issues | see for the future of our sector are not about
money, but rather a lack of understanding of how the industry works globally”. The
challenges are significant; however, for those that find their market and their
audience the rewards are significant. Players like Netflix are entering the Australian
market commissioning internationally relevant productions.

The film, television and content creation industries are facing rapid disruption and
industry restructure. Commercial and pay television are fighting for their lives in
response to an increasingly internationally competitive marketplace, fragmentation
of audiences and advertising spend moving online.

9 Richard Harris, Head of Business & Audience, Screen Australia.
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2.3.2 Augmented reality, virtual reality
Augmented reality and virtual reality are rapidly emerging as consumer-ready and
business-ready technologies. These technologies involve high-quality animation,
special effects, and augmented and virtual reality used to communicate complex
concepts, data mapping and provide immersive experiences in the fields of science,
pharmaceuticals, medicine, education and training, real estate, mining and more.

www.screenaustralia.gov.au/research

A 2016 report from Bank of America Merrill Lynch predicts that virtual reality’s
tipping point for exponential growth is coming in 2019 to the early 2020s, with 250
to 300 million expected users worldwide. The industry for virtual reality and
augmented reality “is estimated to be worth $150 billion by 2020”, a significant
increase on the current industry revenue of $2 billion to $3 billion.1°

10 Commonwealth of Australia, Senate Inquiry, Game on: more than playing around, 29 April 2016
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CASE STUDY: DEADLOCK

DEADLOCK is a 5 x 12-minute web series and one-hour program which will screen on ABC iview
later this year. Created by Northern Rivers resident Deb Cox (Seachange, East of Everything, Miss
Fisher’s Murder Mysteries) and Fiona Eagger’s Every Cloud Productions. Every Cloud deployed
their industry clout to secure funding for a series which has provided a platform for an emerging
screenwriter Billie Pleffer, and YouTube sensation RackaRacka brothers (4,058,951 YouTube
subscribers) in leading roles. It is a case study for Northern Rivers industry mentoring and
collaboration in action — the series is currently shooting in the Northern Rivers.

Deadlock presents the authentic voices of young regional Australia. It is co-produced by Lois
Randall, (former Screenworks Chair; The Gods of Wheat Street; line producer East of Everything),
who has herself been mentored by producer Fiona Eagger over the years, and has become a
successful producer in her own right and will be a candidate for enterprise support.

Every Cloud’s Deb Cox and Fiona Eagger: “Collaborating with younger creators has been such a
rewarding experience and seems the way of the future for exciting, high-level content - and
working regionally has unearthed a wealth of talent we’re proud to connect with the wider
industry.”

Screenworks coordinated the Production Attachment program for 9 early-stage career
practitioners who received a paid production attachment wage. The program covered directing,
art department, camera, grip, lighting, makeup, production office, sound and provided 3-4 weeks
to build industry skills, connections and careers. An expansion of this program across the region
would have a significant impact on industry employability.

Sally Riley, ABC Head of Scripted Production: “DEADLOCK embodies the ambition of our growing
iView slate of scripted programming. Drawing together some of the most exciting young
Australian talents both in front and behind the camera, this exciting short-form, digital series is
helping to develop and nurture the next generation of screen stars.”

Screen Australia’s CEO Graeme Mason: “We can’t wait to see what the combination of the hugely
successful RackaRacka brothers and the skills and expertise of Miss Fisher’s Murder Mysteries
creators Every Cloud Productions will deliver. The Philippou brothers are the most watched
content creators in the country and we are confident DEADLOCK will set a new bar for exciting
cross-platform creative collaborations.”

Create NSW CEO Michael Brealey: “DEADLOCK is the latest screen production to emerge from
the creative hub that is the Northern Rivers. With many of the cast and crew from the local area,
the series is a brilliant opportunity to showcase the depth of talent in the Northern Rivers and to
tell a compelling and vivid regional story that will resonate with younger audiences regardless of
where they live.”

2.3.3 Animation Industry

2.3.4 Video

Animated film is an industry that experiences the highs and lows of film success.
Australia has produced a number of Academy Award winning animators. The
animated feature Happy Feet won the Academy Award for Best Animated Film in
2006. Lead animator of the team was Northern Rivers’ resident, Jim Dodd.

Internationally, Australia is known for VFX animation due to the success of The Lego
Movie, Happy Feet and The Great Gatsby, all from CGI studio Animal Logic. Currently
2D animation has taken YouTube by storm. Northern Rivers — based Big Lez has
506,136 subscribers as at November 2017. Animators are seeing streaming services
as potentially opening up pathways to new audiences. There is growth in boutique
corporate animation studios which are servicing the corporate and training market.

post-production services and special effects industry

In recent years, tax breaks and government subsidies have attracted Hollywood
productions to Australia. Productions need a budget of just AS500,000 to qualify for
a post-production, digital and visual effects work tax credit (PDV Offset) of 30% in
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Australia. According to industry body Ausfilm Chief Executive Officer Debra Richards
this keeps Australia "in the game [and] competing internationally".**

IBIS World defines the video post-production industry as having a revenue of

$437 million with an annual growth rate of 3.2% between 2012 and 2017. There are
2,676 people employed representing 809 businesses. Video post-production includes
specialised motion picture or video post-production services such as editing,
film/tape transfers, titling, subtitling, credits, closed captioning and computer-
produced graphics, animation and special effects. The industry also includes
companies that develop and process motion picture film.

Australia has moved in on an industry once dominated by California. High-bandwidth
communications have made collaboration across oceans possible. This is a high-value
industry where Australia’s award-winning reputation has put it on the international
stage. However, this is also an inconsistent market that lives — or dies — through
contractual work and the impact of other global incentives as well as fluctuations in
the Australian dollar. Concentration of services are in Sydney, Melbourne and
Brisbane. This geographical emphasis is due to film production firms such as major
and minor studio facilities, major TV station headquarters and advertising agencies
all having locations in the same areas.?

2.3.5 Video games

The Digital Australia 2018 report published recently by Interactive Games &
Entertainment Association (IGEA) cites 97% of homes with children have computer
games, 60% of households have five or more screens, 80% of game households have
more than one game device, 16% of game households have a virtual reality headset
and 33% choose not to download games due to data limits.

The online video game sales industry is in the growth stage of its life cycle. Over the
ten years 2021-22, the industry's contribution to the economy (industry value-
added) is expected to rise by an annual rate of 13.1%, a solid performance when
compared with annualised GDP growth of 2.6%. This indicates that the industry is
growing at a faster pace than the overall economy.®* The IGEA estimated the global
value of the interactive game industry, as at 2014, at approximately US$77 billion,
with an expectation the industry would grow to USS$96 billion by 2018.%

Although the market for video games in Australia is growing, the size of the domestic
video game development industry in Australia has decreased. However, there are
green shoots showing for the video games production industry following a period
where the global financial crisis removed pricing advantages and apps-based mobile
casual games play dominated the market.

11
12
13
14

Sebag-Montefiore, C. “The rise of Australia’s visual effects industry”, BBC News, 21 February 2015.
IBIS World, “Video Post-Production Services in Australia: Market Research Report”, December 2016.
Digital Australia 2018, Bond University and Interactive Games & Entertainment Association.
Commonwealth of Australia, Senate Inquiry, Game on: more than playing around, 29 April 2016.
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Exhibit 6: Screen production businesses, total employment 2015-16
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What is notable is that since 2012 the industry has transformed its revenue base
from 80% work-for-hire to 75% original IP —an almost complete reversal in the
balance between business models.** This means more creative control and
autonomy, reducing the impact of dollar fluctuations and off-shoring of jobs.

Notable is an initiative by the Game Developers Association of Australia and the
Victorian Government to create a shared working space, The Arcade, which supports
small games enterprises — aiming to foster business sustainability and collaboration.*®

Trends are towards using gaming and virtual reality technology to tackle issues such
as dementia, engagement in education and mental stimulation in the elderly.
Helping open the door for gaming projects targeting elderly Australians was the
federal government’s $34 million in grants supporting the aged care sector.”’

Victoria has the largest share of Australia’s video game development industry at 48%,
with Queensland at 19% and NSW at 18%. Noted in a Senate Report was a potential
over-supply of graduates in games development without the well-connected and
experienced developers who left Australia following a range of studio closures during
the GFC and who have not returned.*® Highlighted in the submission was the need

15

Banks, J. & Cunningham, S. “ Sizing up the future for Australia’s video game industry”, The Conversation,
29 February 2016

16 :

Ibid.
17" Ward, James, “Australia’s game development industry growing through expansion into other sectors”,
startup daily, 24 July 2017.

Commonwealth of Australia, Senate Inquiry, Game on: more than playing around, 29 April 2016.
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for business development and management expertise as well as game development
expertise.®

2.4 Industry support from government

Additional to the production support federal and state government provides, there
exists a range of schemes designed to assist screen production and digital content
production more generally. To the extent that the digital content production industry
can be expanded in the Northern Rivers, regional employment will benefit from the
inflow of such funding.

2.4.1 Tax and incentives
Incentives are tax-based and provide a cash rebate to the producer on Qualifying
Australian Production Expenditure. The federal government incentives (Producer
Offset; Location Offset; Post, Digital and Visual Effects Offset) are mutually exclusive;
however, they can be combined with state government incentives and funding.

Screen NSW offers the Regional Filming Fund offset for costs associated with
shooting in regional areas of NSW. Regional NSW is defined as all areas in NSW
outside the Sydney metropolitan area; applicants may request up to 35% of the
budgeted NSW Regional Spend with the maximum grant per production being
$100,000.

The issue for the Northern Rivers region is its close association with Queensland.
Productions that choose to shoot across the border at the studio or on location, can
impact their NSW production incentives.

2.4.2 Government enterprise support
A notable trend across the industry is the increased focus on enterprise support
building industry business capabilities.

Screen Australia’s Enterprise Program supports three strands — People, Stories and
Growth — with a focus on industry attachments, the creation of original IP through
high-level writing initiatives, and new business development models.?°

South Australia’s Seed Development Grant Program is a business development
initiative offered by the South Australian Film Corporation to help support South
Australian production companies develop project slates and significantly expand
their business by attracting private capital and marketplace partners.?* Notable is
seed-funded Epic Films which produces film and television for traditional and digital
platforms, and won the Screen Producers Association of Australia’s 2016
Breakthrough Business of the Year.

The Enterprise Queensland Program has been built to support Queensland-based
enterprises and attract new and successful businesses to Queensland that will
stimulate economic activity and have a proven track record in producing any
combination of feature film, television drama, television series, documentary or
factual programming.?? Grants are up to $150,000 over a two-year period, assessed

1% Game on — Alexander Jeremy submission.

20 Mason, Graeme, “Taking stock 2014-15", Screen Australia, 24 July 2014.
21 South Australian Film Corporation, “Seed Development Grant Guidelines”, 2016.
22 http://screenqueensland.com.au/initiatives/enterprise/
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against the strength of the business plan, track record, slate of projects, resources of
the applicant and estimated Queensland production expenditure. Six companies
attracted the inaugural funding. Essential Media, with a Queensland-based office
through this initiative, has principals Roger Monk and Chris Hilton residing in the
Northern Rivers.

Opportunities for digital producers in new niches
Digital content production is a significant and dynamic industry with significant
components offering export-driven growth. It is an industry in which key strategic
parts are supported by Commonwealth and state assistance schemes that provide
considerable leverage to private investment.

The industry is in a state of upheaval and this is a process that is likely to continue
indefinitely given the pace of underlying technological change. One of the key
dimensions of this change is the splintering of traditional mass markets into
numerous niches; a phenomenon that creates opportunities for small agile players in
rapidly evolving marketplaces.

At the same time, large-scale projects are being funded by multiple players across
multiple territories and larger studios with the appropriate commercial capabilities
are securing an increasing volume of the commission and funding dollar.

With large-scale and traditional business and distribution networks declining relative
to the returns from innovativeness and agility, there are opportunities in new niches.
The Northern Rivers with its growing digital industry and creative talent is well-
placed to participate in the growth of the global content production industry.
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DIGITALCONTENT PRODUCTION AND
TRAINING IN THE NORTHERN RIVERS

“The Northern Rivers is the home for Australia’s creative community.”
—NSW Premier Gladys Berejiklian

The Northern Rivers region has the largest catchment of screen practitioners outside
of Sydney and Melbourne. It also has a diverse slate of businesses working across the
entire spectrum of screen production. The region’s population is one of the fastest
growing in Australia. It has become a creative-hub home to world-class creatives; this
is reflected in its international-scale festivals Splendour in the Grass, Byron Bay
Bluesfest, Byron Bay International Film Festival and Byron Writers Festival. As former
lead animator at Animal Logic and Northern Rivers resident Jim Dodd, interviewed
for this report, observes:

The world is changing quickly. For those with an artistic and creative focus,
Sydney is not feasible due to its high costs of living. It is for the deal makers
and financiers.

Lifestyle, access to greater online connectivity and recognition that there now is
sufficient critical mass of creatives and entrepreneurs drawn to the region, has led to
a significant clustering of digital content producers, creatives and technicians. The
region represents a dynamic interchange between creative industries, lifestyle sea
changers and high net-worth individuals.?

This was recently confirmed by demographer Bernard Salt, who described the
Northern Rivers as an “entrepreneurial hotspot” in his recent Small Business, Big
Thinking report, commissioned by NBN, which revealed an uplift of 4% local start-ups
over the past two years?* with entrepreneurs comprising 30% of the workforce in the
postcodes of Byron Bay and Mullumbimby.?

The region is one of the few destinations that has reversed the fly-in fly-out
temporary labour value proposition that challenges many regional areas. Senior
industry practitioners choose to base their families in the region and commute, with
some of Australia’s top creatives collaborating with partners interstate or overseas.

Characteristics of the local digital content production
industry

In 2015 and 2016, Northern Rivers Screenworks Inc. completed a survey to assess
the local screen activity levels. From 2012 to 2016, the annual local regional screen-
related spend was approximately $20 million per year in local economic benefit, with
more than 600 jobs per year generated throughout the region.

What is noticeable about the Northern Rivers digital industry operators is their
tenacity, creativity, ability to work outside the industry’s usual subsidy structures,

23
24
25

Dr Dan Swan, Startinno Incubator interview, Appendix A.

Jasmine Burke, “Northern Rivers an Entrepreneurial Hotspot”, The Northern Star, 22 August 2017
Bernard Salt, Small Business, Big Thinking: The Entrepreneurialism of the Aussie Workforce, NBN Co. Ltd,
September 2016
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and the diversity of their activity. People move to the region understanding that they
will need to adapt, to create their own job rather than find a job. They bring their
national and international client and contact lists and recognise they will need to
regularly leave the region to keep their networks current. They know they need to
back their own projects or find investors to do so. Notably, a significant cluster of
senior practitioners operate internationally from their Northern Rivers bases, often
returning to the region for pre- or post-production.

There is also a noticeable culture of giving back, with many of the senior operators
supporting the industry organisation Screenworks. The senior operators serve as
mentors or executive producers for emerging practitioners and facilitate projects
that would not otherwise be supported if they were not attached.

Sectors within Northern Rivers digital content

production

Individuals and companies operating in components of the content production
industry in the Northern Rivers region are outlined briefly in this section. A more
detailed description of the industry can be found at Appendix C.

3.2.1 Film and television

Television series, YouTube channels, documentaries and features indicate the
breadth of production activity in the region, averaging an annual spend of
$20 million throughout the region.

Some of the series include The Gods of Wheat Street (53 million, 277 employed, 6 x
one-hour ABC series), dirtgirlworld (children’s content, 52 x 11 minutes, Emmy
Award), East of Everything (S4.3 million, 546 employed), Celebrity Get Me Out of
Here (S6 million, 700 employed), Camp (13 episodes, US/Australian comedy drama
screened on USA NBC), along with international productions such as French TV series
Foudre which employed 30 crew, 14 local cast and 50 extras and generated a
$250,000 regional spend. Again, a full list of production activity can be found at
Appendix C.

Some of Australia’s most successful documentary filmmakers operate from the
region covering the range of formats from Imax and feature through to web-based
and television, commanding significant national and international audiences.

On the new-media front, two high-profile YouTube channel producers operate from
the region commanding more than 54 million content views between them.

Another feature of the region is the high number of profile industry celebrities and
actors who have adopted the region as home including Chris Hemsworth (Thor, The
Avengers), Simon Baker (The Mentalist), David Gyngell (ex — Channel 9), Martin Sacks
(Blue Heelers), John Cornell (Crocodile Dundee). A number of these are very
supportive of the region they now call home.

3.2.2 Post-Production, special effects and animation

Critical to the success of the region is the depth of technical expertise that is
available across production and post-production, and the emerging areas of virtual
reality.
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Significantly there are now four virtual reality and visual effects studios producing
for: the music industry; the emergency services and training; installations and
fictional use; post-production; visual effects. Notably two nationally funded virtual
reality productions have recently been awarded — one to a Northern Rivers
production company, the second to be shot in the region.

CASE STUDY: CUMULUS VFX

Product: Visual effects for film, television and other visual mediums. Business
Model - VFX for hire. Moving into developing original IP.

Output: Development, shoot, edit, VFX, grading & delivery for films, television.

Employment: 18FTE. Has recently secured Jobs for NSW loan, R&D tax concession.
Advisory by SourDough Group

Clients: International & national — National Geographic, Film & Television
Producers (Hoges, SFv1)

Product Development: Building film production capability — IP development. Lead in Film
Studios development project. Rapid model prototype capability.

Barriers: Broadband - lack of bandwidth led to development of specialist
software, now an industry platform, called Cyclone Software. Allows
digital effects transfer of data mirrored. Poor bandwidth forced
business efficiencies and software build. Now a commercially available
software solution.

Has moved business into new facility in the Byron Arts and Industrial
Estate with a 10m x 15m studio, green screen, lighting, soundproofing.
The business would benefit from being VFX provider for studio shoots
— large scale studio for controlled shoots for drama and effects.

Future: Lead in the development of a locally based independent studio
infrastructure and screen cluster site. Will pursue Cyclone Software
commercialisation.

3.2.3 Corporate and advertising
These areas offer significant growth potential and opportunity for the region. There
exist already high-quality providers of education courseware production, corporate
video production, brand development, lifestyle-influencer marketing, licensing,
channel development as well as traditional advertising production agency work and
media placement. What is notable is the national and international nature of their
clients and partnerships. A summary of select providers can be found at Appendix C.

3.2.4 Private industry training and workshops
Northern Rivers Screenworks Inc. is a not-for-profit membership-based organisation
supporting and providing leadership for the development of the regional screen
industry, focusing on capacity-building film, television, online content, games and
apps. With more than 600 members the organisation: presents professional
development and networking opportunities and services for screen-content creators
and workers; assists local and non-local productions in the Northern Rivers region
through location and crew referral services; and provides this assistance supported
by its comprehensive online crew database. Most importantly Screenworks has
facilitated structured and unstructured intern, attachment and mentor programs and
is working with a range of state film agencies to deliver programs focused on
emerging practitioners. Most recently the principal has been funded by the NSW
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Government to attend an international market to build market access and co-
production opportunities.

Byron Bay Film and Television School provides acting and director training along with
school holiday workshops operated by Mark Piper, an entertainment industry
veteran. The business supports 1FTE and .1PT support staff and specialist contract
teachers. The organisation provides one-on-one consultations for auditions.

One Vision Productions provides Indigenous multimedia workshops focused on youth
hip-hop; it partners with schools, government bodies, and educational
establishments of social enterprise. It is operated by one of Australia's leading youth
workers, Mark Robertson, and delivers workshops throughout Australia.

CASE STUDY: NEW BEACH MEDIA Digital Guerillas.
Creative digital agency located in Byron Bay

Product Social media ad campaigns, social media strategy, SEO, SMO, content
planning, creation, convergence and distribution. Publications -
Summersite, Skuff TV and Skuff LIVE (24/7 Linear IPTV stream)

Business model: Content production, aggregation, licensing, monetising contributors’
content + producing original content, advertising on owned platforms
Skuff TV and Summersite.

Output: Short form & branded content - 30 sec to 4 min clips for distribution
via the web

Growth in 12m: 30%

Employment: 9FTE. Have sourced staff from interns, SAE, clients.

Clients: Mix of national & international brands. Lifestyle. Sports. Fashion. Travel

Product Development:

1.  Skuff TV 24/7 streaming action sports channel on iiNet's freezone.
Also via VOD. Offers targeted advertising. Social footprint — 60k. 70k
views per show. Demographics: 18—34 age and Male 78%.

2. Common Ground. 35k social footprint. Short
stories/photos/film/music. Byron focus.

3.  Summersite — Combining gypsy lifestyle with branded content.

Barriers Internet speed “would be 60% more productive if we had a good
connection. It is a huge barrier”. Dave Kearn, Founder/MD.
Assets S70k equipment base. CASA certification for Drones.

Large content archive. 100% ownership of content.

Future Intern working from China — to build out Chinese market. MD
attending conference in Shanghai.

Closing Melbourne office to consolidate Byron operations.

Brought in staff member with agency experience/deal brokering in
Sydney to build deal capability within the agency.

Investigating VR partnership to build this capability within the agency.

Options EMDG & Jobs for NSW Partnership and loan programs. MD mentoring
to scale agency business or partnerships to build out Chinese linkages.
Capital to position agency to secure direct link to larger clients.
Potential to monetise archive.
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Digital production training and education
Training facilities in the region are internationally recognised. This section looks at
both tertiary training and business support and mentorships.

3.3.1 Tertiary education providers

SAE Creative Media Institute, Australia, Byron Bay campus: SAE is a $33 million
education facility employing 30FTE with a further 25PTE, located via the Arts and
Industrial Estate in Byron Bay. Last year’s turnover was $3 million. The current
student population is 250 with 80% sourced from within the region. The school has a
three- to five-year plan to double the student numbers through attracting national
and international students. It has active job placement and intern programs with the
six major festivals and local businesses. Courses cover audio, film, design, games,
animation, and most recently creative industries which covers festivals and audience
engagement.

Acquired by ASX listed specialist educator Navitas in 2011, SAE claims to be a world
leader in creative media education and prides itself on being industry responsive and
entrepreneurial. SAE is part of 53 campuses in 27 countries; SAE Southern, servicing
Australasia, is headquartered in Byron Bay. The school has determined their path to
growth includes further public/private partnerships and to build on their
international profile. Notable is the fact that SAE has installed a high capacity private
fibre network, via Macquarie Private Telecom, to the campus.

Southern Cross University: SCU campuses include Lismore and the Gold Coast. It has
comprehensive film, information technology and social media marketing Diploma
programs as well as a Bachelor of Digital Media and Communications. Recently it
introduced a Bachelor of Digital Business — one of only two degrees of that kind
offered in Australia. On-campus students gain access to production facilities
including digital workstations and labs, radio and television studios and location
recording equipment such as broadcast-standard HDV cameras, lighting and sound
recording equipment.

Northern Rivers TAFE: Campus locations include Lismore, Ballina, Murwillumbah and
Tweed. On offer are Certificate IV and Diplomas in:

— gaming, programming and digital media

—  film and television

— web design and development, information technology
— digital media and technology.

A total of 74 students are undertaking TAFE training in digital screen industries in
2017. Thisis an increase from previous years — with 35 completed in 2016, 29 in
2015, and 18 in 2014.

Industry Network: The Byron Shire Council coordinates an industry network which
includes the tertiary training institutions. This group facilitated an arrangement
whereby SCU Byron-based students have access to a room with hot-desks in the SAE
campus to undertake their studies.
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3.3.2 Training needs
Ideally an industry skills audit could be undertaken, through liaison with
Screenworks, to establish skills-demand and formalise screen industries training
pathways including traineeships, internships and attachments in liaison with
Screenworks. This should take into consideration software demands across the range
of businesses.

A number of businesses mentioned demand for coders and developers. There would
be value undertaking an audit to identify who is in the region, outside of the
Screenworks members’ networks, as well as identifying which program skills are in
demand. Event-based hackathons can be useful to identify these people, some of
whom may be located in the high schools.

CASE STUDY: PSYCHWIRE

Product: Courseware developed for world’s best health and mental health
education providers.

Business Model Courseware developer via JV with a range of international leading
mental health education providers. JV partners provide the course
content. Psychwire provides the production expertise to make the
courses more compelling.

Output Currently have 5 courses (with 5 course runs a year). Each course —
24 to 200 hours of production. Significant use of animation and high
production values to make content more engaging — stands apart from
competition which are usually low production value, talking heads.

Turnover Growth phase. Moving to new larger premises — 180sqm to
accommodate growth.

Employment 8FTE with 10 contractors on an as-needs basis. Website currently
advertises for editors, writers & developers. Current team includes
animators, graphics, production & IT. Team includes 2 or 3 SAE
graduates. Advertise in Sydney, Gold Coast, Melbourne when looking
for staff. People relocate to Byron to work at Psychwire — “not a hard
sell — full time production job in Byron Bay”.

Assets $50k production equipment + computer suites.

Barriers Hire studio green room locally for some shoots. Broadband — currently
use microwave provider. NBN due to be installed in November. Their
main priority is upload speeds— as need to receive approvals from
international clients.

Future Current slate is B2B — professional development courses. Gearing up
to provide B2C — public facing courses. Intention is to remain within
mental health arena.

Options EMDG. Could benefit from Cumulus software and capability. Regional
loans support may be relevant.

3.3.3 Incubators and mentor networks
A key report supporting youth entrepreneurship outlines:

The policy priority for all the G20 countries must be to create and maintain
sustainable entrepreneurship ecosystems. These will encourage young
people to start their own businesses and shape them into high-quality
working environments, developing their own skills together with those of
their employees. Such an initiative should be a long-term joint venture,
between government, business and the young entrepreneurs themselves,
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with the ultimate goal of increased and sustainable job creation and radically
lower youth unemployment.?®

To support the high level of micro-businesses operating within the Northern Rivers,
organisations including the following have been established.

Sourdough Group is a unique not-for-profit found in the Northern Rivers region. A
group of senior, passionate, highly skilled business people have come together to
provide mentoring, project support, regional development and advisory services.
They have been actively involved with a number of the screen businesses in the
region as well as part of the project looking into the feasibility of a Northern Rivers
Film Studio facility and creative precinct. With access to high-level, internationally
positioned networks and high net-worths, this group has an important role to play in
building capability across the screen industries in the region. This group also has the
capacity to take small and medium enterprises (SME), traditionally stalling at the
$1.5 million/eight-staff range, especially in relation to executing systems, expertise
and high-level network access — to scale beyond this traditional stall point.

Startinno Coworking and Innovation Hub is located in the Byron Arts and Industrial
Estate and operates an ongoing incubator program. During years one to five of the
incubator program 85 businesses were supported, with a further 80 participants in
an accelerator program. An online incubator, at startupacademy.org, has been
developed to focus on idea to start-up. The principal of Startinno has a Doctorate in
Creative Industries and has scaled a software company internationally and exited
through trade sale.

Southern Cross University has recently established Enterprise Lab which has recently
received $1 million of NSW Government funding to facilitate collaborative
opportunities between SMEs, students and researchers as well as a coworking
facility. SCU is on the AARNET network — a high speed broadband network available
to educational institutions. Kylie Ingram, experienced producer and digital asset
developer, has recently been employed as entrepreneur-in-residence.

Byron Shire Council is working with the Centre for Rural Entrepreneurship based in
Victoria to coordinate the youth-based project Byron Young Innovators.
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Image from Cumulus VFX: http://cumulusvfx.com/professional-vfx-staff-gold-coast-australia-cumulus-vfx/
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4 NSW REGIONAL ECONOMIC
DEVELOPMENT FRAMEWORKS

This section explores a range of impacts on regional economic development — global
and domestic forces, and influences through regional economic development policy
and research.

4.1 Globalisation, cities and regions
The implications of globalisation are still powerfully working their way through the
domestic economies of advanced nations. In Australia, with its open economy, this is
particularly the case.

1. Globalisation and specialisation
The most fundamental proposition of globalisation is to deliver economic growth and
higher living standards through specialisation and trade. The drive towards
increasing economic specialisation is apparent in almost all Australian regional
economies in the rise and decline of different industries.

A less predictable outcome of increased globalisation has been the relative economic
rise of large cities. The logic of this development is seemingly obvious with hindsight:
increasing specialisation means that global competitiveness arises from
agglomerations of highly niched expertise. Only the largest cities have the scale to
support viable communities of the deep specialisations that deliver globe-beating
efficiency and innovation. This effect reinforces the traditional economies of scale
that cities derived from size per se. Under this scenario, global cities pull further and
further ahead of all other areas in the global race for efficiency, innovation and
competitiveness.

The rising economic significance of cities was something of a surprise to those who
forecast ‘the death of distance’ in the 1990s as the internet and the Web achieved
mass uptake. It is too early, however, to conclude that the proximity and access
benefits of cities will decisively and permanently outweigh the potential benefits of
remote working and tele-presence that information and communications
technologies can provide.

4.1.1 City—region dynamics
There are, however, downsides to the global megacities and these derive primarily
from congestion. High costs of living, long commute times, low availability of
commercial and residential real estate, and lack of access to environmental amenity,
all become increasing challenges as cities grow. Thus, businesses and residents must
navigate ever more complex trade-offs between the costs and benefits of cities and
regions as they make locational choices.

Technology-based modes of working entail a learning curve for organisations and
individuals. In Australia, the road to widespread and capable broadband services has
been filled with twists, turns and delays. Practices for remote working cannot be
expected to evolve without the appropriate infrastructure.
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This report suggests that, for a range of industries, communications technologies and
remote working is now routine and widely accepted as businesses and industry
practitioners experiment with finding the optimum balance between use of these
technologies and physical presence. If such practices become established and
extend, it will be another factor influencing the locational choices of businesses and
residence in the evolving relationships between businesses and regions. To the
extent that these developments do occur, regional economies and particularly the
Northern Rivers, with its relatively central location, has the potential to experience
significant growth in tertiary industries.

4.2 NSW economic development policy for regions
Key documents providing principles and frameworks for the NSW Government in
investment choices for regional economic development are the Economic
Development Strategy for NSW 2015 and the Regional Development Framework
2016.

The Economic Development Strategy for Regional NSW aims to drive economic
growth and to deliver a dynamic and globally competitive regional economy. It also
focuses on actions to address challenges and opportunities in Regional NSW.

The strategy identifies five goals to enable economic regional growth. The goals are
underpinned by research that shows the importance of building human capital and
skills, innovation, infrastructure and connectivity to markets and jobs.

Five goals to enable regional economic development

Goal 1: Promote key regional sectors and regional competitiveness.

Goal 2: Drive regional employment and regional business growth.

Goal 3: Invest in economic infrastructure and connectivity.

Goal 4: Maximise government efficiency and enhance regional governance.
Goal 5: Improve information sharing and build the evidence base.

The NSW Government is committed to boosting the regional economy by:

- Enabling competition and building capability in the economy.

- Fostering strategic engagement and partnerships with industry.

- Investing in infrastructure and other drivers of productivity growth.
- Implementing innovative and fiscally responsible economic policy.

The NSW Government’s report Regional Development Framework? has “a scaffold
for better coordination, decision making and effort on the ground”. It defines three
‘programs’ for investment in regional NSW which are discussed in 4.2.4 below.

4.2.1 Regions, specialisation and materiality
A specific objective the NSW Government regional development strategy is to
“identify the types of investment that are most likely to foster regional economic
growth”. Increasing global specialisation is causing national economies to ‘narrow’
and ‘deepen’ resulting in a decrease in industrial diversification. Within some
particular regions, specialisation proceeds towards industries that have competitive
advantage based on regional endowments which can mean that some regions can

27 NSW Government, Making it Happen in the Regions: Regional Development Framework, n.d.
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expect to operate fewer but larger industries which are networked into global supply
chains.

Some economic theory recommends that regional specialisations be assessed by a
location quotient (LQ) based on industry employment. The LQ is the proportion of
total employment within an industry in each region compared with the same
measure for a broader state or national environment as a whole. If a regional
industry’s LQ is greater than one, it can be claimed that it has a specialisation in that
industry. If the ratio is less than one, then that industry is not a specialisation in that
region.

In addition to specialisation, also relevant is materiality. A particular industry may be
a specialisation in a region, but may be a small proportion of total regional
employment. For example, a particular region may specialise in tourism, but the size
of the tourism industry may be dwarfed by mining and agriculture.

4.2.2 Market failure and government investment in regions
Even if particular regions do have a specialisation in a particular industry, the growth
of that industry may be circumscribed by a range of factors. There are several types
of market failure which might result in growth potential not being realised.

Market failure is an economic term that has a highly specific meaning in economic
theory. Market failure occurs when the market fails to allocate resources to their
best possible use from society’s point of view.

The market failures most applicable to regional development relate to skills,
particularly technical and vocational training, and public infrastructure
provision. The market for skills is affected by several impediments, including
instances of information asymmetry (principal-agent problems and access to
capital), positive externalities, and instances of natural monopoly.
Investment in public infrastructure is subject to the first mover and free
rider’ problem (where businesses have an incentive to wait for another firm
to invest first), natural monopoly and network externalities.

It should also be emphasised that the existence of market failure does not, of itself,
constitute a case for intervention by governments. Government intervention should
not take place unless there is policy or action that can effectively address these
market failures.

4.2.3 Guidelines for government investment
In a nutshell, investment from any level of government that is designed to encourage
regional economic growth should be focused on industries that:

—  constitute a relatively substantial proportion of regional economic activity

— are aregional specialisation on an employment basis as measured by their
location quotient?

— have their growth inhibited by market failures that can be effectively addressed
by government intervention.

Notwithstanding this focus on specialisation and materiality, industrial diversification
within a region is in itself a good thing in that it provides resilience against the ‘boom
and bust’ cycles associated with dependence on a small number of industries In
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addition to this concern with dynamic issues such as economic stability through
diversification, issues such as social equality, geographic decentralisation and the
potential of emerging industries will likely also exert an influence on final investment
decisions by governments.

4.2.4 Platforms in a framework for regional economic development
The three programs for government investment outlined in the NSW Government’s
Regional Development Framework are:

Program 1 — providing quality services and infrastructure in regional NSW
Program 2 — aligning effort to support growing regional centres
Program 3 —identifying and activating economic potential.

Program 3, of the greatest relevance to this report, includes the following:

Some regions have a strong need for projects that can switch on the local
economy, while not necessarily being targeted towards a regional growth
centre or aimed at a particular comparative advantage.

For example, in a region where a traditional industry may be declining in
terms of output or employment, the government may look to support
emerging alternative industries, where there is strong evidence to suggest a
self-sustaining boost to employment and economic prospects.?

In Section 5 these frameworks are referenced in discussion on the economic growth
potential of the digital content creation industry.

4.3 Northern Rivers research on developing digital
content industries

Guidance for development of the digital content production industry in the region
comes through the key research and reports Northern Rivers Digital Economy
Strategy (2013) and Northern Rivers Digital Activation Plan (2016).

Digital Economy Strategy recognises the criticality of digital technologies to the
economic and social development of the region and “has been designed to guide our
transition to the digital economy”.?® The strategy emphasises the importance of
digital leadership, inclusion, openness and collaboration, and the need to improve
digital skills across the whole community. It also emphasises the links between the
digital economy and innovation and creativity, as well as the critical importance of
infrastructure and access to broadband.

Digital Activation Plan “seeks to draw on local strengths and provide a practical
platform for the region to embrace digital solutions and technologies”. The Plan
contains 18 proposed actions reflecting feedback from a consultation process; the
actions are categorised into three headings:

—  Connectivity
—  Productivity
— Implementation.3

ibid., p. 12.
2% RDA — Northern Rivers, Northern Rivers Digital Economy Strategy, November 2013. p. 2.
30 RDA — Northern Rivers, Digital Activation Plan, 3 May 2016, p.1.
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The Plan provides considerable detail on the rollout of broadband services to the
region and, in particular, the delivery of NBN services. It emphasises: development of
skills; development of digitally oriented incubators and coworking spaces; a proactive
role for Regional Development Australia — Northern Rivers, including brokering with
the NBN; and a leadership role for local government organisations.

Policy context and digital content production

The extent to which the digital content production industry falls within a state policy
or guideline context and a regional development strategy context is an important
question in devising recommendations for government support to the industry.

There is a clear alignment between the regional digital strategy and the development
of the digital content production industry, particularly in terms of the linkages
between the industry and innovation in other industries. The priorities of the NSW
Government are more on economic growth per se, although Program 3 of its
Regional Development Framework supports the development of emerging industries
particularly those that can become self-sustaining and offer meaningful employment.
The digital content production industry aligns with this framework.

The next Section examines characteristics, in particular economic characteristics, of
the Northern Rivers region.
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THE CASE FOR BOOSTING NORTHERN
RIVERS DIGITAL CONTENT
PRODUCTION

The Northern Rivers is well placed to further boost its digital content production
industry and reap the benefits. A summary of the region’s features follows as well as
an exploration of digital content production links with other industries, potential
economic gains, factors supporting industry expansion and associated benefits. Also
discussed are barriers to growth, possible solutions and employment.

A unigue Australian region —the Northern Rivers

Considering potential for economic growth based on new-economy industries, the
Northern Rivers has features making it better placed than any other region in
Australia. The region:

— iscentrally located between Australia’s largest and third largest cities and is
adjacent to Australia’s latest non-capital city suburban agglomeration

— has highly sought after environmental amenity

— hasaresidential and holiday population of high net-worth and entrepreneurial
individuals

— has an international profile as a holiday destination and cultural centre
(international film, music and writer’s festivals)?

— contains a wealth of proven creative talent focused on commercial outcomes

— has an ambitious highly networked business community

— has an international brand as a lifestyle destination known for wellness, lifestyle,
surfing, yoga and alternative sports?

Several characteristics make the Northern Rivers region an unusual if not unique
proposition for the digital content production industry. Standing out, in particular, is
the human capital of the region —in terms of creative and business skills and
experience.

Prominent demographer Bernard Salt has emphasised the emerging significance of

the Northern Rivers as a unique centre of rural entrepreneurship:
With increased connectivity and access to cloud-based applications, the
barriers of distance which once existed in towns such as Byron Bay will fade
as local business owners will be able to connect and compete on a global
stage ... You've got this Australian propensity and a desire yearning for
lifestyle. Give an Australian half a chance and they will spill out into lifestyle
areas and want to be their own boss ... We're moving into a phase where we
are questioning big businesses and seeing value in in entrepreneurship and
putting our faith in the individual ... over the next decade we should see
should see more creative entrepreneurial energy popping up in places like the
Northern Rivers.*

31 NBN Co. Ltd, “Northern Rivers businesses ride the ‘lifestylepreneur’ wave” media release, 22 August

2017.
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A growth industry connected to the growth of all

other industries

Digital content production connects with growth of other industries. With rapid
industrial change, the term ‘disruption’ is probably beginning to become overused; it
is still nonetheless an accurate description of what’s happening to many industries.

In addition to the more visible incursions of the ‘app economy’, there is the broader
set of technology developments that includes virtual reality, augmented reality,
artificial intelligence, 3D modelling, and big data and data visualisation. All of these
technologies, taken together, represent an enormous source of disruption and
productivity improvement across almost every industry.

Publicly available apps, especially games and social media apps capture much of the
attention in the app economy but there is also a large ‘ecosystem’ for the
development of business-specific apps. These might be as simple as flexible mobile
point-of-sale applications for businesses or sophisticated interfaces to corporate
databases and Al systems that enable businesses to run in new and more efficient
ways. Such apps are usually built on a bespoke basis for particular businesses or they
are customised versions of apps used by multiple businesses.

Industries need to innovate to remain competitive, and information and
communications technology led innovation currently offers the most potent and
widespread set of tools and methods to enable businesses to innovate for higher
productivity. In addition to app development, video, 3D modelling, graphical special
effects and animation are increasingly used by businesses in marketing,
communications, training and business development.

Local digital skills are valuable for ongoing innovation within the region. It might be
argued that these skills are available from capital cities and able to be accessed by
regional businesses. While this is true, however, there are significant benefits in
being able to access digital development skills that are local. Innovative business
applications can have long development timelines that require significant evolution
and changes as new challenges and opportunities are realised during the
development process. Furthermore, the development process is never finished — all
applications must be developed on an ongoing basis to maintain competitive
advantage. Lastly, many of these developments will be business-critical and a high
level of trust and collaboration is an indispensable part of pursuing digital strategies.

Addressing the issue of materiality

The digital content creation industry has strong growth prospects. A 2015 report by
Deloitte Access Economics® puts the contribution of digital technologies to the
national economy at $79 billion for 2013 to 2014. Information, media and
telecommunications (IMT) is significant within this.

The overall size of the IMT industry is relatively small in Northern Rivers region,
employing 1.21% of the workforce. Another relevant industry, arts and recreational

32 Deloitte Access Economics Australia’s Digital Pulse Key challenges for our nation — digital skills, jobs
and education, 2015.
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services, employs 1.34%. Total employment for these two industries was 2,303
persons, of regional employment of over 90,000 as at October 2017.

On grounds of materiality, the digital content sector would not qualify as an industry
that could drive growth in the region. There are, however, a number of factors that
add weight in favour of the industry’s capacity to contribute to growth and
contribute to other policy objectives such as decentralisation and inter-regional
equality.

Further, the characteristics of digital content production may tend towards
understating economic contribution when employment measures based on
traditional industry classifications are used.

Exhibit 7: Forecast growth digital technologies, including IMT, 2014-2020

$139bn

$79bn
$123bn

. mmmsEraams 0 ESETEEES0

2014 2020
B Within the IMT industry I Outside the IMT industry

5.3.1 Assessing materiality based on employment

In seeking the contribution of a particular industry to economic activity and/or
economic growth, an alternative candidate to employment is value-added. Ideally, a
value-added measure of materiality would emphasise value-added by the owners of
content factors of production resident within the region and within the content
industries; this would include the development of exportable and valuable
intellectual property.

Another factor is that measuring materiality on the basis of employment will tend to
understate the contribution of sectors where self-employment is relatively high.
Based on 2011 Census figures, the employment type category ‘Owner managers of
unincorporated enterprises’ is 3.91% of the workforce in NSW while it is 5.8% in the
Northern Rivers region.

Exhibit 8: Employment type: NSW and Northern Rivers region, 2011
Employment type Type Persons%
New South Wales (2011)

Employee not owning business 2,569,514 37.14%
Owner managers of incorporated enterprises 216,998 3.14%
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Owner managers of unincorporated enterprises 270,233 3.91%
Contributing family workers 51,972 0.75%
Not stated 29,614 0.43%
Not applicable 3,779,328 54.63%
Total 6,917,659 100.00%
Employee not owning business 82,677 29.82%
Owner managers of incorporated enterprises 6,697 2.42%
Owner managers of unincorporated enterprises 16,087 5.80%
Contributing family workers 3,172 1.14%
Not stated 1,018 0.37%
Not applicable 167,633 60.46%
Total 277,284 100.00%

Comparable figures for the 2016 Census are not yet available but it is likely that the
numbers for self-employment are increasing. While these figures are too aggregated
to be conclusive, they do support anecdotal and case study evidence that self-
employment is significant in the region.

Self-employment and contracting are characteristic of the digital content production
sector with workers, owners and entrepreneurs managing portfolios of projects and
maintaining career paths that are not dependent on permanent employment
arrangements.

To the extent that self-employment is increasing and to the extent that it is
disproportionally present in the digital content production industry, the
employment-based statistics will understate its economic significance.

Factors supporting digital content production
development

A number of factors favour digital content production expansion in the Northern
Rivers region; with expansion comes more economical set-up.

5.4.1 Industry scale and growth

As this industry continues to grow it has become increasingly viable for specialist
providers to set up in the Northern Rivers. This has the effect of lowering production
costs and increasing productivity in the industry. There are ‘critical mass’ effects;
that is, at some particular scale provision of various specialist services becomes
viable. This process of scaling-up should be considered as continuous.

As the supply of specialist services improves, the region becomes increasingly
attractive to major content producers who may choose to locate within the region.
Improvement in services also enables firms already located in the region to grow
further.

As the industry grows, scale effects will contribute positively to becoming more
competitive both at the national and international levels. Outside the capital cities,
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no other region has the prospect of achieving scale efficiencies in digital content
production.

The digital content production industry consists of a complex ecosystem that is both
vertical and horizontal. Producers of video content, for example, will typically
contract actors, lighting and sound specialists, caterers and so on, and may hire in
various resources on a project basis. One producer interviewed for this report, for
example, hires cameras from Sydney for video shoots within the region. This
producer mentioned that they had considered setting up a camera hire business.

Some producers may use ‘downstream’ services such as post-production and post-
sound production service or may undertake these processes themselves. This
depends on a range of factors such as deadlines, project complexity and delivery
requirements, availability of external resources, equipment required and cost.

5.4.2 Industry alignment with local culture and business community

The interests and objectives of the major stakeholders in the Northern Rivers region
are well aligned and are strongly in favour of industry growth. There are several
reasons that the industry is widely supported, based both on its intrinsic
characteristics and the experience of key stakeholders. These are summarised
immediately below.

A sustainable industry

The Northern Rivers has long emphasised sustainable and environmentally friendly
economic growth. The digital content production industry aligns well within this
emphasis. Its major inputs are skilled labour, appropriate production and office
space, capital equipment, and electricity. Unlike mining, or even agriculture, it has a
very light environmental footprint on the broader landscape. Plus, the growth of the
industry is supported by local councils, the general community and, in particular, the
local business community.

A proactive local business community

As NSW Premier Berejiklian® noted, the region has a large and active population of
creative industry workers many of whom have moved to the region from capital
cities or who maintain temporary residences in the region.

There are many high net-worth individuals in the region with a track record of
successful business experience in the digital content production industry or closely
related industries. There are informal and formal business networks of high net-
worth individuals who are eager to support sustainable growth in the region.

One of these networks, for example, is called the Sourdough Group. With the Byron
Region Community College, this group of highly experienced business people has
formed Sourdough Business Pathways with the purpose to “provide a strong future
for the next generation in the Northern Rivers region by building strong businesses
that generate prosperity and jobs.”3*

There is also a coworking space and incubator, Startinno, operating at the Byron Arts
and Industrial Estate. This runs an ongoing business incubator program.

33
34

Premier speech Tweed Heads, July 24 2017
https://sbp.org.au/sourdough-business-pathways-business-mentoring-byron-bay/ accessed 15/8/2017

KI Media © 2017 Page | 4


https://sbp.org.au/sourdough-business-pathways-business-mentoring-byron-bay/

A

NORTHERN RIVERS DIGITAL CONTENT PRODUCTION INDUSTRY

This availability of business experience, mentoring resources and potential access to
investment capital, if mobilised, is potentially a significant resource for digital screen
businesses and a growing industry.

Industry disruption and opportunities for small agile players

As described in Section 3, all industries related to content production — television,
film, advertising, broadcasting, communications — are in a state of upheaval.
Technological change and disruption is rife meaning that business models are at risk
or patently breaking down while new opportunities are emerging.

In these circumstances, there are significant opportunities for agile players. Examples
are abundant in the Northern Rivers with numerous companies employing their
technical expertise and identifying specialist emerging niches. As outlined in the
overview of activity in the Northern Rivers and in case studies, the region’s
practitioners are resourcing their projects outside of normal funding pathways, and
are accessing clients internationally, online, within government and nationally.
Significantly, many are not relying on the local catchment to secure clients. The
region’s entrepreneurial capacity to capitalise on disruption and secure opportunity
for growth is high. Supporting the existing enterprise capability and resourcing
entrepreneurial leaders has the potential to generate significant industry activity and
jobs.

Industry growth drivers well aligned with regional endowments

As indicated in 5.1 above, the Northern Rivers region has a number of resource
endowments that are well alighed with growth drivers for the content production
industry, including:

—  Proximity or Locational endowments
The region is described as being one to two hours away from the Gold Coast
and Brisbane by road and an hour away from Sydney by air. In addition, it is well
served by air links to international destinations and is adjacent to the large
population base of the Gold Coast.

— Accessing national and international markets
A significant number of the digital content production companies interviewed
for this report either already access or have the potential to access national and
international markets for their services. This means that their growth potential
is not constrained by local demand and that very high growth rates are possible
for successful companies.

—  Human capital endowments
As noted, the Northern Rivers region has a large population of creative
individuals with significant experience in related industries and has a proactive
business community.

—  Financial capital endowments
The region’s community of experienced business people and high net-worth
individuals who have a commitment to the Northern Rivers and its economic
viability, represent a significant source of capital for new and growing
businesses.

—  Lifestyle endowments
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The Northern Rivers region is recognised around the world as a desirable
lifestyle destination. The region possesses unique and attractive environmental
amenity and has a unique cultural identity and is recognised as an attractive
residential and holiday destination.

—  Education and training
Education facilities include specialist digital screen industry training institutions:
a private tertiary facility, a university with a specialist degree program and
diploma program with a focus on the sector; and TAFE programs offering
specialist skills at three campuses in the region. Screenworks provides
considerable professional development through its workshops and seminars.

Further regional benefits from industry development

In addition to growth potential, the digital content production industry brings
another set of economic and social benefits to the Northern Rivers region.

The industry is intrinsically attractive to young workers and uses skills that many
younger workers have or are eager to develop. It also builds occupations and career
paths for younger workers and therefore assists the region in achieving a better
demographic balance than would otherwise be the case.

Development of the digital content production industry also provides relatively high-
skill, high-income jobs for both employees and contractors. In addition, the industry
would provide some economic diversification and therefore risk-spreading in
regional economic development.

To the extent that the digital content production industry provides jobs for youth,
demographic balance and enhanced economic viability, the industry development
supports decentralisation of population which can remove additional infrastructure
and congestion pressures on capital cities.

Barriers to growth: obstacles and comments

As this report has emphasised, the digital content production industry is well placed
to grow in the Northern Rivers region. There are, however, constraints or barriers
that limit growth; if addressed, more rapid growth of digital content production
activities associated with employment and regional income growth could result.
Seven barriers are outlined below.

5.6.1 Gigabit bandwidth

Obstacle

High speed broadband connections to the internet are a critical input for the content
production industry. This is a threshold issue in the sense that digital businesses that
have inadequate speeds or unreliable connections cannot operate efficiently and are
likely to be non-viable. NBN solutions particularly fibre to the node connections will
not be fast or reliable enough. Congestion that significantly limits speed at peak
times is an unacceptable risk to businesses that must operate with tight deadlines.

Further comment
Initial investigation of providers known to deliver private networks has identified:
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—  Macquarie Private Telecom has a fibre link off the main fibre network, leading
to the SAE campus via the Arts and Industrial Estate. It would be feasible to link
to this fibre.

—  AARNET connects Australian universities, the CSIRO, and other organisations
with a research and education mission, or with whom the education and
research sector interacts. These include hospitals, vocational training providers,
schools and museums. Physically, this is achieved by owning and having access
to fibre optic links across the country. Southern Cross University is connected
to the AARNET network. It is worth noting the Southern Highlands has
negotiated with AARNET 15% commercial use alongside the education,
community, health and research usage.

There is a range of options to engage these providers and to build additional fibre
links to preferred locations.

While it is possible for firms to get access to gigabit bandwidth, the cost may be
prohibitive or other terms, such as three-year contract lock-ins, may be unacceptably
risky, particularly to new firms facing cash flow and growth challenges. The South
Australian Government has responded to this problem by participating in the US-
based GigCity program. This program is supplying affordable gigabit speed
bandwidth on a monthly contract at a limited number of precincts around the
Adelaide CBD and out into the broader metropolitan area.*

5.6.2 Managing proximity factors, cluster benefits and critical mass for input

services

Obstacle

Because content production industry is widely dispersed across the Northern Rivers
region, it does not enjoy the benefits that come from clustering multiple similar or
related businesses in relatively close geographic proximity. Numerous studies point
to the benefits of clustering®® and factors that drive the formation of economically
valuable clusters. Important preconditions include presence of human capital and
the operation and growth of ‘pre-cluster’ businesses as well as facilitating policy
settings and the availability of infrastructure.

Further comment

A precinct location or set of precincts connected by high-speed infrastructure that
provided the benefits of physical proximity, clustering benefits and access to high-
quality infrastructure would begin to remove this barrier to growth and bring
positive clustering benefits into play.

It should be noted that there is more to the creation of successful precincts and
simple co-location. Precinct developer Mirvac, which recently successfully tendered
for Sydney’s Australian Technology Park. Their ‘Intermix Approach: Activating the
Smart Precinct’, outlines leading development approaches and best practice models

35
36

https://gigcity.com.au/

The Geography of Clusters: The Case of the Video Games Clusters in Montreal and in Los Angeles,
Sylvianne Pilon and Diane-Gabrielle Tremblay, University of Québec, TELUQ, Montreal, QC, Canada H2S
3L5 Urban Studies Research Volume 2013 (2013), Article ID 95763. Received 3 March 2013; Revised 1
July 2013; Accepted 11 July 2013
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for digitally enabled districts, or ‘smart precincts’ that will shape our cities®”. They
outline eight principles:

— one connected community
—  shaping the sharing economy
—  fluid boundaries and flow

—  the curated precinct

—  flexible space matters

— makerspace culture

— the wellbeing dividend

— destination, not dead zone.

Mirvac have also indicated an interest in further developments regionally.

Within context of the Northern Rivers, a creative approach to precinct design will be
necessary in order to accommodate the distributed nature of the industry and the
multiple centres within a region.

5.6.3 Insufficient availability of skills
Obstacle
The digital content production industry requires high levels of skills and proficiency
across a range of critical digital production processes. The region has high-quality
training institutions but there is a need to ensure that they have sufficient capacity
to produce enough digital workers and entrepreneurs and that there are processes
in place so that training can be closely aligned with the needs of digital businesses in
the region. This industry is marked by rapid technological change and skill
requirements similarly change.

Further comment

A more robust and funded Northern Rivers Training Pathways program which
expands upon Screenworks’ intern and attachment program that structures the
internship, traineeships, apprenticeships and attachment programs across the core
and secondary industries (catering, transport/logistics, security) as well as the less
structured businesses working in software, gaming, animation and social media
functions etc. This would capture a greater breadth of skills pathways opportunities
within the region.

The Northern Rivers Digital Training Pathways program would be the fora for
establishing an industry skills dialogue with KPI’s, undertaking a skills audit and
survey processes and output statement 6 monthly and structure to address skills
deficits.

It should be noted that in Appendix B, a section which considers lighthouse options,
the principal of Essential Media noted a need to establish a commercial television
editing school “due to an industrial scale shortage of commercial television editors”.
The question was raised whether such a facility could operate within the Northern
Rivers. Hilton noted there were some highly skilled editors in the region that could
serve as trainers and provide on-the-job skill development. This option deserves
further investigation.

37 http://office.mirvac.com/news-and-media/news/the-intermix-approach--activating-the-smart-precinct/
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5.6.4 Insufficient access to good quality studio facilities
Obstacle
Not all digital business activities require studio facilities, but those that do need
access to quality sound stages of a particular minimum size that have soundproofing
enabling production at all times. Although the Warner Brothers Studio is in
Queensland and relatively nearby, they are often completely booked, or remain held
in standby for international productions and therefore unavailable to local medium
size productions. In addition, access is expensive and may exceed the requirements
of mid-sized productions.

Further comment

In June 2016, 150 screen practitioners met to discuss the option of a film studio and
cultural precinct development. This attracted high levels of interest. The studio and
precinct development discussed would connect the:

— wealth of creative professional talent in the Northern Rivers region with the
facilities, community, and commercial opportunities to next-level their talents,
concepts and careers;

— regions’ educational facilities — Southern Cross University, SAE and TAFE — with
the professionals and settings to next-level students’ experience and skills;

—  publicly funded arts initiatives — Screenworks, Screen Australia and Screen NSW
— with commercially oriented for-profit driven production houses and suppliers
to the screen, media and content industries;

— environmental and cultural ‘pull’ factors of Byron Bay and the Northern Rivers
with the ‘push’ factors of Sydney, the Gold Coast, and internationally;

—  present disjointed, rapidly evolving media landscape in Australia with the
inevitable future of strategic innovation in content creation;

—  present local economic outlook in the region with the future, where job
creation and economic development is inevitable.

5.6.5 Insufficient access to industry specific industry incubator, accelerator and

business development services

Obstacle

Many digital businesses begin at a very small scale as start-ups run by founders.
These entrepreneurs typically have highly developed technical and digital skills but
often do not have the skills to manage businesses through mid-stage growth and
larger scale operations. A lack of access to business experience and mentoring
resources, will lead to higher than necessary failure rates in start-up businesses. This
barrier to the growth of innovative digital firms is recognised globally.

Further comment

In major capital cities, access to broader business advisory and mentoring is more
available than it is in regional areas, particularly given the diffuse nature of the
industry in the Northern Rivers. Enterprise growth through access to business
development services, mid-career upskilling opportunities, and industry specific
accelerator programs would contribute to more rapid business growth and a
reduction in business failures.
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5.6.6 Availability of investment capital

Obstacle

Availability of appropriate capital is a common constraint on business growth and
development. Capital is not ‘anonymous’; with business investments for growth
come experience, business advice and mentoring aimed at moving businesses
beyond seed phase and into mature enterprise operations — investors always seek to
expand business development capabilities and commercial practice.

There is value in sourcing capital from investors who understand digital content
production and its potential. Again, in capital cities investment is easier to access and
investors typically like to be close to the businesses they are supporting. This
proximity between investors and start-ups is one of the main clustering or
agglomeration benefits that drives the success of regional innovation hubs such as
Colorado and Portland in the US.

Further comment

Given the remove of the Northern Rivers from capital cities and the dispersed nature
of the industry, facilitating flow of investment capital and associated advisory
services would assist regional businesses to grow more quickly.

Based on discussions with potential investors stakeholders in the region there is
potential to develop a Northern Rivers based Investment Fund or Early Stage
Venture Capital Limited Partnership. Early Stage Venture Capital Limited

Partnerships (ESVCLP) aim to stimulate the Australian early stage venture capital
sector and provides the fund manager flow-through tax treatment, and for investors,
tax exemptions on their share of returns.

High net- worth individuals in the region represent a source of investment in such a
fund. There may also be interested in forming an angel investor group, such as
Innovation Bay or Sydney Angels.

Such initiatives could support the establishment of enterprise funding initiatives in
the region. The Enterprise funding models developed by Screen Australia and by
screen agencies in South Australia in Queensland could provide a framework for
supporting content production based businesses towards an investable stage of
development.

Of note, the Northern Rivers at 30 June 2016 has $49m in lost super.® This equates
to .72% of the Australian total superannuation investment. From this we can
determine that there is $6.8billion in the Northern Rivers that is invested in
superannuation.®

38 Assumptions:

. Total lost super per NR postcode as at 30 June 2016. Figures available here:

. Add up NR postcodes and get $49m

. ASFA figures have Australian Super as worth $2,259 billion as at March 2017.

. That grew by 11.2% in the 12 months from March 2016 to March 2017, so we can say it was $2,016billion
at March 30, 2016. That's only 90 days different to our 30 June 2016 lost super figures above, so close
enough for this exercise.

. ATO also gives us here that lost super was 'just over $14 billion' at 30 June 2016.

. Lost super is therefore 0.7% (rounded) of total Australian super ($14b/$2016b).

. Gross up NR lost super from $49m and equates to $6.8 billion

MWN
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5.6.7 Insufficient industry data

5.7

Locals employed

Obstacle
Insufficent industry data is a widespread shortcoming.

Further comment

Particularly in its early development phase it is critical to generate and maintain
accurate and meaningful data about the digital content production industry. This will
improve the quality of networking within the industry, report on the effectiveness of
policy interventions, and enable adapt and fine tune policy as the industry develops.

Employment growth modelling

The simple employment growth forecasting model below is based on data collected
by Screenworks and relating to the film and television production sector in the
Northern Rivers region. The data from Screenworks is not ideal, given this report’s
initial definition of the digital production industry. The data is for the film and
television production sector, a subset of the digital content production industry. In
discussion with Ken Crouch, General Manager of Screenworks, it was estimated that
employment in the broader digital content production industry would be
approximately 35% greater than is represented by the figures in Exhibit 9.

2010 2011 2012 2013 2014 2015 2016

479 256 675 692 586 783 454

Regional expenditure ($) 6,233,647 10,566,284 30,091,671 17,760,109 14,217,057 6,463,618 7,034,028

It can be seen from the data that film and television industry employment and
regional expenditure is volatile. It should be recalled, however, that in the early part
of this period the Australian dollar reached very high levels which made it difficult for
exporters of film and television services to compete internationally.

This dataset nonetheless is used as a starting point. After the 35% loading mentioned
above, reflecting the larger industry definition, the data is extended to 2017 via a
simple linear extrapolation.

Beginning in 2018, the model then explores three scenarios:

1. ‘Do nothing’: a moderate growth rate of 2.5% (a little above Australia’s current
GDP growth) is applied to industry employment in every year for a 10-year
modelling period out to 2027.

2. Growth from interventions (Conservative): in this scenario it is assumed that all
recommendations are implemented. Employment is notionally divided into two
types of firms: medium growth firms (85% of total firms) and high-growth firms
(15%), and growth rates of 10% and 25% respectively are applied to employment
in each of these categories. In addition, it is assumed that employment in
‘lighthouse companies’ begins in 2018 initially with 20 persons growing
subsequently at 10% per year.
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3. Growth from interventions (Optimistic): in this case 25% of firms are assumed to
be rapid growth with medium growth firms growing slightly faster at 12%.
Lighthouse companies are assumed to commence with an employment of 30
persons and grow at 12% per annum subsequently.

The results of the employment forecast modelling are shown in Exhibit 10 and
Exhibit 11. Exhibit 10 shows forecast levels of employment for each year from 2018
to 2027; that is, the number of persons employed in the digital content production
industry in each year (and not increments to employment in each year).

Do nothing 952 976 1,000 1,025 1,051 1,077 1,104 1,131 1,160 1,189
Conservative 1,193 1,345 1,520 1,723 1,959 2,235 2,558 2,938 3,387 3,921
growth

Optimistic growth 1,266 1,465 1,700 1,978 2,307 2,699 3,167 3,727 4,399 5,208

Exhibit 11 shows increment to total employment following interventions in both the
conservative and optimistic growth scenarios. As an example of how to interpret this
Table, in 2024 following implementation of the recommendations, employment will
be 1,158 persons higher in the conservative scenario than it would be under the do-
nothing scenario. Under the optimistic scenario, employment will be 1,623 persons
greater.

The forecast growth and employment would come from several sources: existing
firms growing larger, new firms entering the industry in the region and fewer firms
failing because of stronger industry growth. It should be noted that high-growth
firms in the industry can grow very quickly. For example, the company Cumulus VFX
has grown from 5FTE to its current 18FTE, with growth plans for 36 within two years.
This pace of growth can continue for three to five years when numbers tend to
stabilise. In some rare cases, this growth can continue building a large company
within a decade.

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027

Conservative growth 114 241 369 520 698 908 1,158 1,454 1,807 2,228
Optimistic growth 142 315 490 700 953 1,257 1,623 2,064 2,596 3,240
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In terms of the impact of the interventions on regional incomes, based on an average
annual income of $70,000 the gross value and present value of income increases are
shown in Exhibit 13. After 10 years, the gross value of income increases is a total of
$885.9 million, equivalent to $605.2 million at a 5% discount rate. If the discount
rate is increased 7%, present value falls to $531.6 million.

YEAR2 YEAR3 YEAR4 YEARS YEARS YEAR10 TOTAL

Conservative -
unadjusted income

Conservative - PV of
income increase Sm (5%
discount rate)

Optimistic - - unadjusted
income increase Sm

16.9 25.8 36.4 48.9 63.6 81.0 101.8 1265 1559 1912 855.9

16.1 23.4 31.4 40.2 49.8 60.5 72.3 85.6 1005 1174 605.2

22.0 343 49.0 66.7 88.0 1136 1444 1817 2268 2814 1,217.8
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Conservative - PV of
income increase Sm (5%
discount rate) 21.0 31.1 42.3 54.9 68.9 84.8 102.7 123.0 146.2 172.7 857.5

This analysis does not include multiplier effects and there is no accounting for
increments to employment and income associated with the construction phase of
any of the interventions and this naturally leads to overall more conservative
projections. It is arguable that assumed growth rates might not be maintained over
the full 10-year period and an alternative scenario might have growth rates dropping
say beyond the fifth or sixth years. In any case, forecasts five to seven years out are
generally sufficient for policy formation.

The recommendations in the next Section are designed to accelerate the rate of
growth of the digital content production industry in the Northern Rivers.

CASE STUDY: Psychwire

Product: Courseware developed for world’s best health and mental health
education providers.

Business Model Courseware developer via JV with a range of international leading
mental health education providers. JV partners provide the course
content. Psychwire provides the production expertise to make the
courses compelling.

Output Currently have 5 courses (with 5 course runs a year). Each course is
24-200 hours of production. Significant use of animation & high
production values to make content engaging — stands apart from
competition which are usually low production value talking heads.

Turnover Growth phase. Moving to new larger premises — 180sqm to
accommodate growth.

Employment 8FTE with 10 contractors on an as-needs basis. Website currently
advertises for Editors, Writers & Developers. Current team includes
animators, graphics, production & IT. Team includes 2 or 3 SAE
graduates. Advertise in Sydney, Gold Coast, Melbourne when looking
for staff. People relocate to Byron to work at Psychwire — “not a hard
sell — full-time production job in Byron Bay”.

Assets $50k production equipment + computer suites.

Barriers Hire studio green room locally for some shoots. Broadband — currently
use microwave provider. NBN due to be installed in November. Their
main priority is upload speeds— as “need to receive approvals from
international clients”.

Future Current slate is professional development courses. The company is
gearing up to provide public facing courses. The intention is to remain
within mental health arena.
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CONCLUSION AND
RECOMMENDATIONS

Northern Rivers’ digital content industries are showing early indications, at the
regional level, of leading the way. Federal investment in Screenworks 15 years ago
has borne fruit — the industry has evolved and is delivering a sophisticated slate of
projects and businesses.

As disruption across many industries escalates, the Northern Rivers is uniquely
positioned to leverage its natural and human resources, its agility and its creativity,
to grow existing businesses and forge new businesses and new business models.

With its high growth rates, skilled and business-experienced population and
abundant life style attractions, the region is placed like no other Australian region for
growth and for developing an economy of sophistication and diversification that is
matched only by capital city — based regions. As other regions play catch-up, the
Northern Rivers, with some strategic investment, has the capacity to play a national
and international leadership role in regional growth and development.

The following recommendations are designed, following consultation with many
stakeholders, to increase the rate of growth of the digital content production
industry by addressing the barriers to growth identified in the previous section.

The recommendations are interrelated especially, for example, Recommendations 1
and 3. All of the recommendations are integrated and are considered as
fundamental to addressing barriers, any of which, if left unaddressed has the
potential to limit growth — for example, it is important to complement deployment of
new infrastructure with appropriate skills development within the region.

Many regional and urban jurisdictions are moving to establish innovation precincts.
The South Australian Government is positioning for a knowledge-driven future with
the recent investment of $7.6 million in Adelaide's GigCity network. This promises,
for businesses, affordable internet access up to 100 times faster than the national
average.®

Brisbane has the Creative Industries Precinct located at Queensland University of
Technology — “an incubator for the next generation of groundbreaking ideas,
creative enterprise and emerging and experimental creatives and artists”.** In 2016 it
received S80 million expansion funding.

The Sunshine Coast opened an Innovation Centre in 2002 and over 14 years invested
$34 million in capital, supported 195 start-ups, generated 846 jobs and held 217
events. The focus is on first-class business facilities, 300Mbps internet, expert
mentoring and support, networking and connections. The Sunshine Coast is
currently aggressively investing in positioning the region as the lifestyle plus
innovation destination.

40 https://www.gizmodo.com.au/2017/08/adelaides-gigcity-high-speed-internet-network-is-live/
41 http://www.ciprecinct.qut.edu.au/about/
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Internationally, in response to employment decline following mine closures in the
North East of England, government and education established policy settings to
promote knowledge industries. The north-east now focuses on software and health,
driven by Sage, the FTSE 100 software business, and its universities. Greater
Manchester is home to media and financial technology businesses, while
Bournemouth and Poole are the centre for digital marketing. Tom Quay, founder of
app builder Base, said fast, cheap broadband and skilled staff were part of
Bournemouth’s appeal. Its university has the National Centre for Computing
Animation while the Arts University has a highly regarded design course.*?

A larger, stronger and more export focused digital content production industry will
not only provide the region’s young people with high-skilled, satisfying and creative
employment but also contribute to the diversification and growing sophistication of
the Northern Rivers economy. This will contribute to the region becoming one of the
few regional Australian economies that is not almost entirely dependent on primary
industry but one that has an important engagement with a sophisticated expanding
tertiary industry of the twenty-first century with markets that extend nationally and
internationally, unconstrained by the regional location.

RECOMMENDATION 1. Develop a high-speed broadband connection to digital
content production precincts in the region

By far the most commonly cited barrier to ongoing development in the industry is
lack of high-speed internet links. The City of Lismore will be well catered for under
the existing NBN rollout schedule but it is less clear that speeds will be adequate in
other centres. NBN has improved capacity to a degree; however, this is not sufficient
to accommodate very high data transfer requirements without congestion. It is
recommended that local councils, private sector and governments cooperate to
connect a series of digital content production precincts in the region to gigabit
speeds, as a matter of priority.

RECOMMENDATION 2. Establish collaboration between local digital content
production businesses and regional training institutions
to determine skills requirements and appropriate
curricula

It is recommended that resources be deployed to Screenworks to coordinate a full
skills audit to map current skills within the region, training activity, skills gaps and
future skill requirements. This should include digital industries, software and IT and
secondary industries.

It is also recommended to formalise the council-convened group to include industry
and training stakeholders in a quarterly consultation process and industry survey, not
dissimilar to the NSW Business Chamber’s “Business Conditions Survey”. This would
provide a structure to ensure emerging industry requirements are reflected in
training pathways developments taking in mentor and intern programs, traineeships,
apprenticeships and attachment programs. Employment services should be
incorporated into these consultation processes.

42 “Regional network drives growth of UK’s tech nation” in Financial Times, 5 Feb, 2015. Retrieved from:
https://www.ft.com/content/803dde7a-abf2-11e4-a089-00144feab7de
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RECOMMENDATION 3.  Undertake a feasibility study for a multipurpose studio

facility including target functions and funding options
Stakeholders were somewhat divided on the question of whether a studio facility
would materially accelerate the development of the industry in the region. A number
of stakeholders indicated a willingness to invest in a multipurpose studio facility,
indicating that there were stakeholders who believe that such a facility could be
commercially viable. There was a view that a structure that had the sufficient scale,
height and soundproofing be built for mixed use — including concerts and festivals,
corporate and performance events, along with film production. The studio would
provide a much needed weather-proof facility for the region and would serve as an
attractor for the independent production sector, were it priced to attract local rather
than international productions.

It should be noted that stakeholders were unanimous in their view that existing
studio arrangements in Australia are overwhelmingly dedicated to attracting
international productions and that medium-budget Australian productions, which
would be capable of renting studio resources, simply do not have sufficient access.
From this perspective, an original studio complex has the potential to further secure
a unique profile for the region and become a recognised centre for sophisticated
Australian productions.

RECOMMENDATION 4. Secure federal and state digital industry incubator

funding to deliver enterprise development programs for

digital industry businesses
A number of businesses would benefit from strategic input from advisors and
mentors — an industry-specific accelerator program. The focus of such an
accelerator program could be: identifying and capturing emerging market
opportunities; building partnerships; developing internal systems to scale operations;
building market access capabilities; tenders and procurement; deal structuring and
investor readiness. The focus would not necessarily only be on start-ups, but would
also include building on existing business capabilities and creating new markets.
Screenworks could be a partner in this strategy.

RECOMMENDATION 5. Secure matched funding to develop a comprehensive

business plan to establish a Northern Rivers Region
Digital Content Investment Fund
Develop the business plan and prospectus to attract private investment and venture
capital involvement. The focus would be on building Northern Rivers’ business
capacity through investment, loans and to secure ‘lighthouse company’ involvement
in the region. The venture has the potential to drive digital precinct and studio
investment.

RECOMMENDATION 6. Undertake an audit of digital asset holdings in the

Northern Rivers region
A significant number of digital content assets exist in the Northern Rivers. There is a
commercial opportunity to develop in-region expertise in relation to the exploitation
of these assets. Assessing licensable properties, re-purposing assets, distribution via
emerging subscription services, creating new products, bundling projects for further
distribution, exploitation of existing stock footage assets — all of these activities
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require specialist reporting and cataloguing to access re-seller networks and
channels. In order to achieve better commercial outcomes a specialist training and
skills development program could be established to improve the knowledge and
practices of industry participants, skills that would have broader industry benefit.

RECOMMENDATION 7. Seek a ‘lighthouse company’ willing to establish
operations within the region and, in particular, within
the regional digital content production precinct

A ‘lighthouse company’ is a commercial digital content production company that is
widely recognised as being a leader in the field. Such a company would obviously add
directly to industry activity and employment but, even more significantly, would act
as a signal to many other industry players that the Northern Rivers region had
reached a particular level of maturity (see Appendix B for ‘lighthouse” discussion).

RECOMMENDATION 8. Establish a ‘distributed and connected’ digital content
production virtual precinct

Digital content production precincts will provide a range of resources to businesses
in the industry including rentable versatile spaces. A primary drawcard will be access
to gigabit-speed broadband connections. Given the distributed nature of the industry
in the region and the existence of multiple population centres, we recommend a
consideration of a set of precincts that are highly integrated. Although the exact
scale of such an initiative would need to be determined in a feasibility study, each
precinct could be relatively small — at least initially and then expanded according to
demand. The core characteristic of each precinct location would be its gigabit
connection speeds to the internet backbone and common or shared services.

These services within each precinct location would include a common set of spaces
and services such as office space, meeting spaces, teleconferencing facilities and hot
desks, as well as office space for long-term lease precinct clients. Particular precincts
would provide various specialised services and facilities across the region. For
example, one precinct could be associated with a production studio, another with
the Centre for Knowledge Communication (see Recommendation 9) while a third
could be focused on training and located near SAE Creative Media Institute,
Australia, Byron Bay campus.

This distributed and connected model would align with the diffuse nature of the
industry in the region and while some proximity and agglomeration benefits would
be sacrificed under this model, the gigabit connections between the precinct
locations would enable high levels of collaborative production across the region. This
model would aspire to a regional ‘virtual clustering’ outcome.

The administration of this distributed precinct model would be an important
consideration with resources needing to be devoted to branding, marketing,
business development and attraction to the virtual precinct model, and ensuring that
services and facilities were compliant with the common standards established across
the region.

RECOMMENDATION 9. Develop a Centre for Knowledge Communication
Knowledge communication is an international opportunity ranging across all
industries that requires high production-value communication of complex ideas and
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data as well as digital object development. This involves specialist skills in animation,
visual effects, virtual reality, gamification — strengths that exist within the region.
Developing a Centre of Excellence has the potential to position the region
internationally and will leverage the visually creative, expert storytellers and high-

level technical skills available in the region.
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APPENDIX A
STAKEHOLDER INTERVIEWS

Abbreviations used: DCP, digital content production; VR, virtual reality; FTE, full-time
equivalent; VOD video on demand

Mark Holden

Sourdough Group

If we can harness this creativity through one entity who does the ‘deal
making’ and contracts the delivery it would be possible to build a
sustainable and profitable business which means more jobs for the region.

The NR region needs to replace more traditional business that will
contract or cease to exist in the near future. The region must invest in
attracting industries and businesses that are future-proof and draw from
national and international markets. These should also be aligned with
unique and existing skill sets in order to gain traction. If we can build a
sustainable DCP that leverages off talent that already exists in the region
and taps into nation and international markets, we will be able to attract
more talented DCP professionals.

By connecting with regional educational providers with the DCP
community we would be able to provide local opportunities for young
people who want to work in the industry in the region rather than moving
away. All local educators are keen to be involved. This would also help
address extremely high youth unemployment issues.

Alex Smith & Heidi
Bone

Regional
Development
Australia — Northern
Rivers

Interested in potential of Digital skills deployed to broader applications
across industries — for example reusable animated learning objects (body
parts), reusable licensable rights. Jobs focus —where is the growth?
Important to determine skills pathways between internships, TAFE, SCU,
SAE- and relationship with AFTRS. Noted there is a lack of high tech career
paths in regional NSW. Digital skills are non-dependent geographically
and are high value. Noted digital industry is low footprint, low impact,
entrepreneurial.

Jill Mooney

Industry Liaison SAE

Noted the new trends in packaging industry deals require diverse skills and
legals — 10 years to acquire. Noted SAE graduates often leave then return
to the region, with many going to other campuses for final semesters.
Noted music studios are reopening — green shoots in the industry. The
region is an attractive location for Producers to bring projects. SAE
students work with 6 major festivals and 5-6 students get jobs each
festival. Region — create your own job.

Deb McBride

Chair, Screenworks

Suggested that were there a location of a studio/ innovation precinct, that
Alstonville would be a good site — “the Switzerland of the Northern
Rivers”. Noted accommodation in Byron is expensive due to 50% of
properties listed on AirBnB.

Cate McQuillen and
Hewey Eustace

Mememe
Productions

Emmy Award winning Mememe Productions have produced the children’s
animation series dirtgirlworld. Their recent production, 20 episodes of Get
Grubby TV, incorporating 20 music videos has been broadcast by the ABC
September 2017 attracting #1Australian Children’s TV Series ratings. This
series utilised actual characters, one of whom is Costa Georgiadis from
Gardening Australia. The lead is a young woman from Grafton that the
team have worked with over the series. One reason for the significant
international sales is the strong female lead — only 4% of preschool TV
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internationally has a female lead. Their programs have a strong education
focus and they have worked with US, Australian and UK television
markets. Local crew were coordinated by 66 Productions, with the shoot
held on the Mememe premises in Whiporie, and editor and music
producer relocating from Melbourne. The production received support
from the ABC, Screen NSW and Screen Australia. Notably, the team are
maintaining the rights to distribute the series themselves. Funds for
Children’s TV have dropped significantly. $10.6m was the budget (60% co-
production) for dirtgirlworld — 52 x 11min series which has attracted a
further 3-year licence. Get Grubby TV attracted $565k for 20 x 12mins.
With reduced funds available the team will leverage their own networks
and social media to secure sales. Rather than going the merchandising
route of the Wiggles, the team are pursuing the education market —and
are leveraging funds to develop programs for government via agriculture,
education, environment and commercial partners. There is a feature film
on the backburner. Were high speed sites available — they would access
these for rushes delivery during productions as their satellite broadband is
inadequate. The question of how you build value into a business for sale,
with considerable digital assets, was raised.

Brett Stephens

Six-Sixty Productions

Digital media production company — factual & artistic. Facilitates
production for range of producers. Assemble crews for visiting producers.
Definitely activity in region increasing. Worked with Di Robinson,
Mememe, ABC series. Works outside region — Brisbane, Sydney. 60%
works on own projects 40% external. Noted budgets smaller, competitive.
Crew sizes shrinking. Roles expanding. Practitioners with broad skill sets
valued. Productions moving to regions as red tape of cities & costs driving
them out. Audiences are changing —impacts how projects are monetised.
Trend is for freelancers to come with their own kits. His gear $100k —
camera, post production suite. Hires out as needs. Best enabler is getting
people out on set, being involved in productions. Screenworks intern
placement program works for this reason. Equipment is getting cheaper to
buy than hire. If a studio were to be created in the area —would have to
be aimed at mid to low range budgets. Noted funding from alternative
sources: e.g. dirtgirl attracting funding ex Dept Agriculture — biosecurity
project with Costa Georgiadis (Gardening Australia — ABC). Skills needed:
deal structure expertise & technical extension. Recently delivered a VR
project for Department Emergency Services/Rural Fire Service/SES —
training in emergency response. 360-degree view of a young person
trapped in a car. Training covered emergency first response. He sees this
as a considerable growth area — VR with an education focus. Immersive
education experience. Client interest is high. Significant growth potential
in this market.

Will Gamon

Cumulus VFX

Need access to high-level skill capability. Software/capacity requirements
needs assessment. Broadband. Studio facility. See case study

Ken Crouch & Lisa
O’'Meara

Screenworks CEO &
Communications,
Events &
Membership
Manager

Screenworks has taken on running national programs in partnership with
screen agencies. Operate intern placement and attachment programs for
emerging practitioners on productions. Compared to other screen
resource organisations — chose route of industry capacity building rather
than equipment/studio hire. When federal and state cuts to funding
occurred, they didn’t have the legacy equipment / high overheads
experienced by the other state-based organisations. Looking at Fiverr-like
local skills platform. Have begun identifying influencers in the region —
with social media profiles. Hosting YouTubers events — well attended and
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deliver a different range of operators. Referred to Future of Work report —
jobs will be in the digital economy. Roadmap for job & career design
required in digital industries — evolving quickly. Sourdough Group
provided mentor support to building capability in the organisation,
providing guidance to secure national contracts, insurance scheme.
Industry knowledge of Screenworks board and staff and information rich
site is invaluable resource for region. This platform is being beta
developed to be delivered to other regions.

Stephen Van Mil

Bangalow
Productions

On-air resident vet — turned producer. Referenced research behind WA
based sound stage feasibility project. Noted Gold Coast, Fox and
Docklands studios cater to international productions — out of range of
independent productions. There is a market for a lower cost facility,
without the whistles and bells, to provide affordable studio access. Driver
behind the precinct & studio projects. Co-convened the studio meeting in
July 2016.

Jason Arruzza

Aarnet Network
Connections

Closest connection 6.7km from SAE campus. Installation $100pm (if no
rocks). 1-10 gigabit connection. Not-for-profit organisation. Can spread
installation across education, hospital, cultural, museum, libraries,
community, research facilities. Educational institution — estimate $30k
costs per year for 1 gig service. $45k per year for 10gig service. Once
installed 15% can be deployed for commercial use. This system operates
in the Southern Highlands via Acenet.

Red Train Private telco provider for developers/industrial sites. 1-10gig upload and
download speeds. Price estimate — $250 per user per month across 7000
users. Installation cost — S50per metre (no rock).
Victoria Baldock Verve High-end distributor. Now offering consultancy and executive producer

Entertainment
International

services. Perceived need for access to understanding of industry deal
structures & international drivers. Interested in Precinct. Explored site
options —old Norco building in town of Byron Bay, various locations in
Bangalow, Mullumbimby, Myocum. Noted private investor interested in
multi-use studio facility that could be used for events, for example Byron
Bay Fashion week, live concerts of major artists in the region for music
festivals. Has hold over potential site in Mullumbimby.

Dave Keam

New Beach Media

60% greater productivity if had access to high-speed broadband. See case
study.

Dr Dan Swan

Startinno

Startinno Coworking & Incubator. Operating for 3 years. Principal’s
background involves international sale of software platform. Sessions
depending on level of business — Discovery (pre-revenue)/Incubate/
Accelerate (existing business with revenue & clients). Utilises lean start-up
process. Swan observed significant number of mature businesses in the
region seeking capital to expand. Investment in regional businesses — need
for funds is amplified. Need to train the investors about the value of
investing in regional businesses. No University or government input in
Startinno. Building Start-up Academy a platform which is looking at
scalability — international network of influencers who can kickstart product
launches — a “tinder for startups”.

Ben Furnell

SAE

260 students currently. 80% local. Aim to expand this to 500 within 3to 5
years with a significant percentage sourced internationally. See details in
education section.

Kylee Ingram

Elevator

Recently returned from Boulder, Colorado. Has secured the position as
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Entertainment

Entrepreneur-in-Residence at the Southern Cross University’s Enterprise
Lab incubator. Kylie has extensive commercial television producing
expertise. She has recently written scoping paper for Children’s Television
Fund — on science television for children. She says we “need to be smarter
about the business around digital properties we are creating”, building
digital assets that can be repurposed and monetised. She has developed
an innovative fundraising platform —the “Team Tap” project — data
harvesting and payment mechanisms at large scale events. “This area (the
Northern Rivers) has the potential to develop into a Boulder innovation
precinct.” She noted the high-calibre people, the innovative businesses
and investor potential. She noted the gap being the need to build out the
technical capabilities.

Jonatan and Sebastian
Lundmark

Rest Your Eyes
Productions

SAE graduates. Operate successful corporate video production company.
Clients local, national and internationally sourced. Currently use
apartment for sound stage. Need to access soundproofed studio facility
from time to time.

Sasha Graham

Byron Shire Council

Coordinating Byron Young Innovators, looking at immersing environments
and self-employment. Creating an enabling environment, partnerships
and events/programs/support/mentorships. Working with Centre for
Rural Entrepreneurship — which has a model for schools that has been
implemented in Victoria.

Sandra Guy

Head Teacher TAFE
Creative Industries

Discussed development of Animation program and Jim Dodd participation
in their training. Potential specialisation.

In previous years enrolments were:
Location Qualification & year Enrolment Count
LIS CERTIFICATE IV IN SCREEN AND MEDIA ‘14 15

LIS DIPLOMA OF SCREEN AND MEDIA ‘14 3
LIS CERTIFICATE IV IN SCREEN AND MEDIA ‘15 17
LIS DIPLOMA OF SCREEN AND MEDIA ‘15 12

KCL CERTIFICATE IV IN SCREEN AND MEDIA ‘16 8
LIS CERTIFICATE IV IN SCREEN AND MEDIA ‘16 14
LIS DIPLOMA OF SCREEN AND MEDIA ‘16 13

This year (2017):

Cert lll Screen and Media. Student Numbers — 14 Ballina and Lismore
Cert IV Screen and Media. Student Numbers— 8 Lismore

Diploma Screen and Media. Student Numbers —13. Lismore

Kingscliff Campus delivery:

Certificate Il in Screen and Media 9

Certificate Il in Screen and Media (TVET) 14
Certificate IV in Screen and Media 11
Certificate IV in Screen and Media 5

Craig Jenkins

NSW Department of
Premier and Cabinet

Aware of the levels of industry activity. Need evidence. Significant
infrastructure funding available via NSW. Focus —increase jobs,
investment in state and export. Is there an incubator requirement?
Essential to integrate training pathways.

J’Aimee Skippon-Volke

Byron Bay
International Film
Festival &
GreenhouseFX

Film Festival brings international filmmakers and commissioning editors to
the region to connect with local filmmakers. Sets up co-production
opportunities. Festival pushes emerging technology showcases — so builds
capability of local practitioners. Noted initiative of Animal Logic working
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/3D/VR & Collective
Reality

with UTS — build skills capability. Sees potential of having a high-end
animation house in the region. People who make it work — the dreamers,
who have initiative, who work around the hurdles. People choose the area
for the lifestyle. High quality of creatives attracted to the region because
of the lifestyle. Extraordinary skilled volunteers work at the festival. Want
to give back. Want to remain skilled. Noted that productions attract 20%
more for Qld based filming offsets — means many producers heading north
above the border. Has considered a Qld-based office. What is driving
production in the region is local creatives who are bringing projects back
home. Distance is less of an issue these days. Bandwidth critical. Raised
the issue of Sydney-centric view — there could be a “vivid Byron”.
Queensland is clearly a more obvious link due to proximity. Noted
Screenworks directory is heavily used across the board. Suggested model
for the region — check ARS Electronica — science, art, media model — a kind
of inspiration centre for Byron that represents art, technology, innovation,
sustainability, lifestyle. Byron for Sustainable Global Futures — figurehead
location internationally. GreenhouseFX was successful in attracting a
production in the latest round of VR project funding from Create NSW.

Jim Dodd Animator Former lead animator Animal Logic. See Lighthouse Company —
Appendix B
David Warth David Warth High-end educational documentary films. Highly crafted personal films.

Productions

Multiple award winner. International awards attracted. Commissions ex
ABC or European Television. Supplement with TAFE teaching. Current
project distributed by ABC Commercial — they will negotiate Netflix deal. 1
film every 3 years. Filming takes huge amount of time — 100 hours for
every hour. Locations are within catchment — Mt Warning, southern
Queensland & Byron region. 1FTE. 6FTE x 3 months during post
production of film —includes editor, composer, tech support/animator —
all sourced locally. Have used attachments. Amenable to taking on interns
during edit & post production. Archive of high end quality footage & stills.
Not logged for stock footage sales — time investment issue. No stock
footage agency arrangement in place. Archive of films — clarify rights for
VOD. Potential partnership for repurposing content.

Blindia Smyth-Prado

Psychwire

See case study.

Chris Hilton

Essential Media

See Lighthouse Company — Appendix B.

Professor Barbara
Rugendyke

School of Arts &
Social Sciences

Requested student numbers and enquiry interest across the SCU courses.

Stewart Webster

Director, Centre for
Economic
Development

Discussed report which is framing NSW Government’s approach to
regional development. Build on existing regional endowments. Referenced
pilot economic development strategy in Snowy Area re Tourism
Infrastructure. Governments approach —improve amenity (social equity
precursor to growth), existing specialisations — what are the enablers? And
opportunities to develop competitive advantages in the region. Discussed
ways to map emerging industry. Noted the Tweed Region was the fastest
growing region in the state. Outlined the consultation process that is
occurring across the state in relation to infrastructure spending.

Stacey and Simon
Baker

The Bakery Media

2 person production company with a focus on corporate video production.
Provide equipment rentals. Use contractors for production and post
production.
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Dr James Cowley

Sourdough Group

The digital content industry is accelerating in the region and has a world
market. It is an industry where economic growth is not government
dependent (as per health, education) and inputs are national and
international. Knowledge communication is anyone trying to communicate
their position (e.g. branding); anyone dealing with complex knowledge
(e.g. science/medicine/vaccination etc.); anyone trying to use knowledge
to shape or help behaviour (charities; government; environment; debates;
emotional impact programs etc.). This is a HUGE field. Anyone interfacing
with others will increasingly have to communicate complex ideas or
knowledge to a population that has a lessening attention span. Words will
be needed, but supported by visual and clever construction ... This centre
(dealing with low-cost production or smaller productions) could become a
world centre for expertise in such communication. This needs spelling out
—because it is a key differentiator. The initiative will require sales and
marketing team and a creative business group of corporate and
government leaders who can think outside the square in terms of who to
approach for visual solutions. This is outside traditional film areas.
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APPENDIX B
ATTRACTING A LIGHTHOUSE
COMPANY

Lighthouse Option 1

Discussed with Jim Dodd, former lead animator with Animal Logic, the option of the
region attracting an Animal Logic-style ’lighthouse’ business to the region:

— Noted these businesses go where the incentives are. Animal Logic has recently
established a studio in Vancouver due to tax breaks and staffing deals.

— Impediments to a regionally-based office — people with sufficient level of skills.
Thought it would potentially be possible to attract due to the combination of
lifestyle attractiveness combined with highly skilled job.

— Noted Animal Logic has established a training facility partnership with UTS —
there is a sense within the business of giving back following their success.

— Animal Logic is moving from being entirely service based to sharing in IP. Have
established a production company — Animal Logic Entertainment.

—  Majorissue for post-production agencies — large, high specialist skilled staff —
200FTE’s. Gaps between projects become an issue. Animators are a small
community worldwide. They travel internationally. It is always a logistical
challenge to get the numbers required for films.

— Outsourcing to Asia. Mixed reports with successes and failures. There are
cultural, communication and skills factors to consider. Animal Logic chose not to
go down this path. Too high a risk due to lack of trust and confidence regarding
outsourcing from commissioning studios.

—  Barrier to remote offices: security over IP, images and brand. These are bigger
considerations than broadband. Noted Cumulus has developed the software to
manage the broadband issue. However super-fast broadband would be
beneficial. A subsidised office would incentivise the company to consider such a
setup. Encryption models exist for managing security aspects from a
technological perspective. A secure network is important.

—  Benefits of remote office in Northern Rivers: business by its nature has elastic
demand — would attract internationally sourced animators with an interest in
lifestyle. Wages would be lower cost as they would be differently motivated
being regionally located, in an iconic destination.

Lighthouse Option 2

Recent resident to the region is Chris Hilton, principal of Essential Media. Essential
Media has offices in Sydney, Brisbane, LA and Toronto. In 10 years $300 million has
been transacted through Essential Media. Their annual turnover is currently $70 to
$80 million. Increasingly Hilton is looking to base his business from within the
Northern Rivers region. Considerations — internet speed, phone coverage and access
to skills.

KI Media © 2017 Page | 6



A

NORTHERN RIVERS DIGITAL CONTENT PRODUCTION INDUSTRY

Essential Media is one of Australia’s most prolific producers working across all genres
with programs including: Rake, Jack Irish, Doctor Doctor, Gourmet Farmer, the Hack
Live series, the Timeshifters, Alien TV and features Saving Mr Banks, The Choir and
The Go-Betweens.

Currently Essential Media has a small Brisbane-based script development office,
overseen by Northern Rivers resident Roger Monk, attracted to Brisbane through the
Queensland Enterprise Program. They operate the Queensland Screen Industry
internship and mentor programs.

Essential is currently producing a weekly reality television program in the US which is
shot weekly in the US, edited in Sydney, post-produced in LA, colour graded in Berlin
with rushes daily dispatched to Sydney via Texas, due to the fast and affordable
bandwidth there.

Essential’s US offices have provided access to markets, commissioners and deep
industry expertise. The Sydney office serves in development and finance and
operates as a production office when required.

Hilton noted his interest in establishing a commercial television editing school due to
an industrial-scale shortage of editors. The question was raised whether such a
facility could operate out of the Northern Rivers. Hilton said there were some highly
skilled editors in the region that could serve as trainers and provide on-the-job skill
development. This option deserves further investigation.

When the option of a studio was raised he suggested the Gold Coast studios were
“only a short drive away” and that a studio location depends on the project.

Hilton’s considerations as to where to locate a project: incentives, infrastructure,
depth of talent, project financing and access to film school. The option of access to a
fund manager that introduced potential investors to projects was highly attractive.

As of September 2017, Essential Media has sold its drama production division,
Scripted, to Fremantle Media. Essential Media will retain its focus on its Factual and
intends to rebuild its scripted division.
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APPENDIX C
DIGITAL CONTENT PRODUCTION IN
THE NORTHERN RIVERS REGION

The following is a list of some of the productions generated out of the region. The
diversity, technical range, breadth of partnerships nationally and internationally
reveal the depth of engagement operating from the region:

The Gods Of Wheat Street, a 6 x one-hour ep TV drama series, written by local
Indigenous writer Jon Bell and produced by Lois Randall with Every Cloud
Productions (Fiona Eagger & Deb Cox), screened on ABC TV in 2014. The
regional spend was over $3 million, and 277 people were employed on the
series including 138 Aboriginal and Torres Strait Islander people.

Camp, a 13-episode American—Australian comedy drama television series filmed
in Murwillumbah by Matchbox Pictures, starring Rachel Griffiths, aired on NBC
from July to September 2013.

Mememe Productions produced — dirtgirlworld, originally screened on ABC in
2010 and now screening internationally. This series of 52 x 11 minutes,
produced out of Whiporie on a budget of $10.5 million, has been sold to UK,
Canada, USA and many other territories, and won a digital Emmy Award. The
same company also produced Get Grubby TV, which screened on ABC4Kids in
December 2014; it is a live action family special that saw the characters from
dirtgirlworld move from the unreal to the real and was created and produced
the GGTV in the Northern Rivers.

YouTubers — http://thebiglezshow.com with 504k subscribers & videos with
54,694,308 views. Broadcasts on Comedy Central. The home grown Australian
cartoon series created by Tweed Heads — based Jarrad Wright, 1zak Whear &
Tom Hollis, filled with crude Aussie humour. Has 229 patrons paying monthly
fee.

I’'m A Celebrity — Get Me Out of Here, Screenworks provides crew and assistance
to what has been an annual ITV UK and Germany production in the Tweed since
2002 —these productions use up to 700 crew members and inject up to

S6 million annually into the region.

Cane Toads: The Conquest, first 3D feature film produced in Australia, by
Mullumbimby-based Mark Lewis.

East of Everything, 13-episode ABC TV series, produced by Fiona Eagger, Roger
Monk and Deb Cox, which was filmed entirely in the region, and provided
employment for 546 people, engaged 307 local businesses, and directly injected
$4.3 million into the regional economy.

Going Vertical, a feature documentary on the history of the surfing industry by
BlueSeas Films.

Lou, the feature film by local writer / director Belinda Chayko, shot in the
Tweed, starring international actor John Hurt and employing 35 local crew plus
main cast and injecting $720,000 in to the local economy.

A Camel Odyssey, a documentary by Kamahl Films winner of Screenworks annual
pitching competition, Life’s A Pitch, screened SBS Television.
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Rainforest: The Secret of Life, produced by David Warth, 52-min documentary
for ABC television.

El Mar, Mi Alma surf feature documentary by emerging producer Tatiana
Velasco, screened Fuel TV and worldwide in Film Festivals including Santa
Barbara, USA.

Foudre, French TV series employing 30 crew, 14 local cast and 50 extras,
$250,000 regional spend.

Talent and organisations in the Northern Rivers
Established and emerging practitioners continue to develop and produce work in the
region:
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Deb Cox, writer/producer Every Cloud Productions: Miss Fisher’s Murder
Mysteries, East of Everything, Sea Change. Currently producing Miss Fisher’s
Murder Mysteries feature film. See case study.

John Weiley, IMAX, feature and factual film producer: Autopsy on a Dream,
Antactica, Solarmax.

Essential Media, which operates from Sydney, Brisbane, LA, Toronto, is a
business that has generated production value of $300 million over the past 10
years. Founder Chris Hilton has recently moved to the region. He will bring
elements of his international operations with him. See case study.

Damon Gameau. Director/writer of highest grossing Australian documentary
ever, That Sugar Film, with 286,146 facebook likes, has secured funding for
2040, an unconventional feature documentary set in the future. This will be
produced out of the Northern Rivers, with Cumulus VFX playing a significant role
in the production and value-adds.

Elevator Entertainment’s principal Kylee Ingram produced Australia’s highest
rating factual series, Family Confidential and has produced high-octane sports
programs for IMG, is currently consulting with the Children’s Television Fund
regarding Science Television for Children and since 2012 has been expanding
her storytelling and producing capabilities across games, interactive media and
online social systems. She has shifted her business to building digital properties
and is seminal in building new business models in the emerging digital space.
She has recently taken the role of Entrepreneur-in-Residence at the Southern
Cross University’s business incubator.

Magpie Pictures Lois Randall serves on the NSW Government’s Film & Television
Advisory Committee, in recognition of her role developing Screenworks and the
screen industry cluster in the Northern Rivers. Currently she is producing Grace
Beside Me — 13 x 26-minute episodes for premiere on NITV, ABC and Disney
Channel.

Victoria Baldock, Distribution & Sales Marketing professional, who served for 8
years as Head of International Sales at Southern Star established Verve
Entertainment, an independent boutique distribution company representing
more than 60 producers including The Seven Network, Beckers, Granada,
Distraction Formats, Engine Entertainment and a great number of independent
producers, she has placed content of all genres around the globe.

David Bradbury, documentary producer and director: Frontline; Jabiluka;
Walmsley’s War; Blowin” in the Wind; A Hard Rain; On Borrowed Time.
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Richard Mordaunt, one of Australia’s most experienced documentary
producers: The Secret of Assassins, The Life World; Brushes With Fame; David
Moore; Setting The Stage; BBC TV Seeds of a New Life; Ireland Behind The Wire
and many more.

Belinda Chayko, award winning screenwriter, story editor and director: Old
School, The Gods of Wheat Street, Lou, Saved, Fire Flies.

Post Production Services
Post-production services are operating from the region servicing national and
international clients. These include:

Digital Studio TAO, international multi award winning film animation and VFX
with a focus on music industry — music videos, concerts, special effects.
Cumulus Visual Effects compositing for film, television and other visual media —
extensive international experience and client base. The company is diversifying
from fee for service into generating original IP or sharing IP in projects.
Currently employing 18FTE. See case study.

Jim Dodds, Academy Award winning lead animator at Animal Logic, now resides
in the Northern Regions, teaching animation at the local TAFE and working as a
contract Lead Animator.

Greenhouse Effects Virtual Reality & Post Production commission discussions
with international broadcaster and technology manufacturer. Moving into VR
production accessible online, festivals, phone, VOD & i-view.

Six-Sixty Productions recently delivered a VR project for Department of
Emergency Services, Rural Fire Service & State Emergency Services — training in
emergency response. Film about a young person trapped in a car — 360degree
angle. Training covered emergency first response. He sees this as a
considerable growth area — VR with an education focus. Immersive education
experience. Client interest is high.

Corporate & Advertising

New Beach Media is a creative digital agency located in Byron Bay with a focus
on branded lifestyle social media content, working with some of the biggest
Australian and international brands as well as aggregating international content
for their web-based television extreme sports and music, lifestyle and Byron
local channels licensed to clients such as Foxtel, iiNet. 9 FTE. See case studly.
Psychwire is a courseware provider for the world’s best health and mental
health education providers. They have international joint venture partners who
provide the course content and currently produce 5 courses each consisting of
24 to 200 hours of production with a significant use of animation & high
production values to ensure content remains engaging. 8FTE with 10
contractors on an as-needs basis. See case study.

The Ad Agency is a boutique agency which employs 14FTE and has been
instrumental in building the campaigns for the region’s Credit Union, Thursday
Island Plantation and a host of other companies and government agencies. The
Ad Agency works their regional media knowledge with partnerships to deliver
national and international media access through Paykel Media Company in
Sydney. Services cover the range of production, strategy, creative and
marketing.
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Corporate Video production — Rest Your Eyes and The Bakery Media are two
corporate video producers, the latter also provides equipment rentals. 3FTE
and 2FTE respectively, they use contractors for production and post production.
Between them turnover is $500k and growing, as more businesses require video
to communicate their message. Numerous other one- and two-person
businesses work in the region on a project to project basis.
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