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Digital Derby

(Source: Site Selection)

North Carolina is one of several states carving out a share of the US$5-billion U.S. computer and video game sector. It is also one of 22
states that have created tax incentives aimed at recruiting the industry. About 40 companies employing around 1,200 are clustered in the
state's Triangle region between Raleigh and Durham.

Cary-based Spark Plug Games is indicative of the industry's growth in the Triangle area. The company, which develops games for
consoles and smart phones, formed in Raleigh about three years ago and later moved to larger space near the Raleigh-Durham
International Airport.

"We develop games that target as wide an audience as possible and on as many platforms as possible," says John C. O'Neill, Spark
Plug's president. "Our focus the last few years has been the casual game industry."

O'Neill says the idea for Spark Plug was developed while he was at another studio in the area and noticed a large amount of burnout
among those working in the traditional game arena, where it often requires two to three years of work on one game.

"We needed to find or build a company that got back to the foundation of making games fun again," he says. "We wanted to build things
that are fun for consumers, but also for employees. Long-term projects are not attractive to many of us, so we decided to focus on
projects that can be completed in six to 12 months."

Spark Plug is a small company with 10 people in its Cary office and another dozen or so contractors working remotely. O'Neill says Spark
Plug will gradually move to a direct-to-consumer model with the company handling development and distribution as opposed to going
through a publishing partner.

O'Neill says the Triangle has a nice mix of startups and larger companies like Epic Games and Red Storm. The region has been able to
attract new companies such as California-based Insomniac Games, which opened an operation in Durham in 2009. Joystick Labs, an
incubator located in downtown Durham, helps young game companies get off the ground.

"A lot of things are coming together at the right time," O'Neill says. "The cost of business is attractive compared to California. There are a
number of universities in the region. It's very much the same thing that happened with the development of Research Triangle Park. The
game industry is catching up and recognizing that there is so much here to take advantage of."

Alexander Macris, founder and president of the Triangle Game Initiative, a regional trade association, says North Carolina's new tax
incentive, signed into law by Gov. Bev Perdue on July 22, provides the missing puzzle piece for the state's game sector.

"Every one of our peer competitor states had an incentive, ranging from 10 to 25 percent in tax credits,” Macris says. "The lack of an
incentive made us seem unattractive to CFOs who have responsibility for the bottom line. Now, we are playing on an even field."

Effective on Jan. 1, 2011, companies will receive a 15 percent tax credit on compensation and wages for employees involved in digital
media production, or the creation of a platform or engine that runs such digital media.

Macris says the Triangle game industry has slowly developed out of university programs.

"The seeds go back to the graphics programs at N.C. State and UNC in the 1960s," says Macris. "Epic Games moved here [in 1999] and
later a branch of EA. Epic has developed into a powerhouse. The Triangle has a lot of advantages such as low business costs and a high
quality of life. It's less expensive than Austin and Seattle."

Macris says the TGl was founded three years ago because the gaming community realized a cluster was burgeoning and very few
people knew about it. TGI sponsors the annual East Coast Game Conference, the largest conference of its kind on the East Coast.

Incentives Tip the Scale

Mike Gallagher, president and CEO of the Entertainment Software Association (ESA), the industry's primary national trade organization,
says video game companies look for the same criteria as other high-tech industries in their site searches, including access to skilled
employees, quality of life and a stable and friendly business climate. Increasingly, state incentives are playing a major role.

"What often is the tie breaker is an incentive package that is critical to the ultimate decision made by the video game company,”
Gallagher says.

The following 22 states currently offer some type of incentive, according to an ESA database: Alabama, Arizona, Arkansas, Colorado,
Connecticut, Florida, Georgia, Hawaii, Indiana, Kentucky, Louisiana, Maine, Massachusetts, Michigan, New Jersey, New Mexico, North
Carolina, Ohio, Rhode Island, Texas, Virginia and Wisconsin.

"This is a vibrant, growing, exciting high-octane industry with an average annual wage of $90,000," Gallagher says. "Not only are the
great entertainment experiences in high demand, employees are in high demand as well."

Gallagher notes that California, home to 41 percent of the industry, offers no incentives, and has been losing new projects to other states
in recent years.

"A variety of criteria in locating a business don't tip in California's favor. That's one reason you are seeing strong growth in states like
Florida, Louisiana and Texas. Industry leaders in California say as they grow, they will be adding jobs in other places, and that is
precisely what has happened the last three or four years."

Nevertheless the industry's economic impact in California has grown by an annual rate of 11.4 percent from 2005 to 2009. The state
ranks first in the number of industry jobs by a wide margin, followed by Texas, Washington, New York, Massachusetts and lllinois,
according to the ESA's latest industry study.

Louisiana Builds a Cluster

Louisiana is another up-and-coming game industry state with a diverse portfolio of digital media companies located primarily in the New
Orleans, Baton Rouge, Lafayette and Shreveport areas.

The New Orleans area cluster will soon add a new company, Bayou FX, a startup being developed by visual effects artist and animation
supervisor Huck Wirtz, Bayou FX will focus on two areas of visual effects: composting/painting/rotoscoping and match moving,
cornerstone techniques of the 2-D and 3-D film industries. The company will also offer computer animation work and animation/motion-
capture consulting services.


https://www.cct.lsu.edu/
http://mylsu.apps.lsu.edu/
http://mylsu.apps.lsu.edu/
https://www.cct.lsu.edu/news/press-releases
https://www.cct.lsu.edu/news/event-announcements
https://www.cct.lsu.edu/news/cct-weekly
https://www.cct.lsu.edu/news/grants-and-funding
https://www.cct.lsu.edu/news/student-news
https://www.cct.lsu.edu/news/archived-news
http://www.siteselection.com/issues/2011/jan/Digital-Media.cfm
https://www.cct.lsu.edu/
https://www.cct.lsu.edu/about
https://www.cct.lsu.edu/research
https://www.cct.lsu.edu/programs/research
https://www.cct.lsu.edu/divisions
https://www.cct.lsu.edu/cct-programs
https://www.cct.lsu.edu/news
https://www.cct.lsu.edu/cct-events
https://www.cct.lsu.edu/resources
https://www.cct.lsu.edu/about/employment
https://www.cct.lsu.edu/contact-us
https://www.cct.lsu.edu/staffresources
http://www.lsu.edu/

With over 15 years of experience in the California film industry, Wirtz adds his talents and industry relationships to a burgeoning creative
and digital media sector in southeastern Louisiana. The Louisiana native has worked on movies including "Star Wars, Episode I: The
Phantom Menace," "Wild Wild West," "Pearl Harbor," "Men in Black 2," "Terminator 3: Rise of the Machines" and "Pirates of the
Caribbean.”

Bayou FX will move into the I.P. North Building in Covington, which Wirtz calls a perfect fit for his company.

"The digital media and film industries are taking off in the New Orleans area," Wirtz said. Bringing visual effects and animation work to
Covington will be a big boost for the regional industry. I.P. North currently houses operations for TurboSquid, a global marketplace for 3-D
models, textures, and plug-ins.

Bayou FX's move follows a July decision by Jackson Square Group, a market research technology firm, to launch its operations in
downtown New Orleans. Also in July, Globalstar, a satellite voice and data services company, announced the relocation of its corporate
headquarters from Silicon Valley to Covington.

Perhaps the state's signature project to date is the EA Sports collaboration with Louisiana State University in Baton Rouge. EA
announced in 2008 a partnership with LSU and the Louisiana Department of Economic Development for a new global quality assurance
center — the first of its kind in the U.S. — located on LSU's South Campus.

"There is always excitement when you go over there," says Stacey Simmons, an LSU professor who founded the Baton Rouge Area
Digital Industries Consortium, which helped bring EA to LSU. "Having EA on campus gives students a real opportunity to engage with a
global company, and that's invaluable. It helps us secure expertise for our students and provide them exposure to the industry from the
inside early in their careers.”

Simmons, who also serves as the director for Economic Development at the Center for Computation & Technology at LSU and is co-
founder of Baton Rouge's annual Red Stick International Animation Festival, says about half of EA Sports' Baton Rouge staff is
composed of LSU students.

"That [EA] has been a pretty big stake in the ground,” says Elliott Adams, Digital Media Industry Director at the Louisiana Department of
Economic Development. "They have roughly doubled the head count they anticipated to approximately 500 [part-time] employees.

Adams touts the state's digital media infrastructure, which includes the Louisiana Immersive Technologies Enterprise (LITE), a $27-
million, 70,000-sq.-ft. (6,503-s.-m.) facility located at the Research Park of the University of Louisiana Lafayette. LITE is a 3-D
immersive visualization and high-performance computing resource center hosting clients in industry, government and university sectors.
LITE's facility includes one of the world's largest 3-D visualization theaters.
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