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Welcome	  
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Today's Schedule 
Time Session 

9:00   –   9:30 Welcome and Introduction 
9:30   – 10:45 Panel: Experiences in Asian Expansion 
10:45 – 11:00 Break 
11:00 – 11:30 Talk: Asian Games Market Strategy 
11:30 – 12:00 Talk: Lessons of a Serial Entrepreneur 
12:00 –  1:00 Lunch 
1:00   –  2:15 Interview:  One–on–One with Scott Ross 
2:15   –  2:30 Break 
2:30   –  3:45 Panel: Success in Asia by Asia 
3:45   –  4:00 Break 
4:00   –  4:30 Tallk: U.S. Intellectual Property Law for Asia 
4:30   –  5:00  Talk: Future of Cloud and Production 
5:00   –  5:15 Closing Remarks and Feedback 
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•  Software Engineer 
•  Product Manager 
•  Chief Technical Officer 
•  Consultant 

 

Who am I? 
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Who are we? 
•  Revolutionary 
•  Passionate 
•  Technically and Artistically Creative 

•  Service Industry 
similar to all service industries 

•  In Decline  
as all industries are eventually 

•  And Lacking Profitability 
without applying our skills 
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We are not unique snowflakes 
…but we are about to melt 
…but we can still fix that 
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My position 
 

•  VFX Industry follows the standard Industry Lifecycle and is now in its decline. 

•  There are several ways to maintain profitability in this phase through key 
observations. 
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Industry	  Life	  Cycle	  
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Industry	  Life	  Cycle:	  Introduc3on	  
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 1980’s:	  	  Development	  
Innovators	  
No	  profits	  as	  revenue	  used	  for	  R&D	  
Significant	  promoEon	  efforts	  to	  differenEate	  
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Industry	  Life	  Cycle:	  Introduc3on	  
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 1990-‐1996:	  	  Introduc3on	  
Few	  compeEtors,	  no	  subsEtutes	  
Buyers	  have	  no	  power	  as	  supply	  is	  low	  
Industry	  Suppliers	  exert	  power	  because	  market	  is	  

	  small	  
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Industry	  Life	  Cycle:	  Growth	  
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 1997-‐2003:	  Growth	  
Rapid	  increase	  in	  compeEEon	  
Buyer’s	  power	  sEll	  low	  as	  demand	  exceeds	  supply	  
High	  profitability…	  
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Industry	  Life	  Cycle:	  Growth	  
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 1997-‐2003:	  Growth	  
Rapid	  increase	  in	  compeEEon	  
Buyer’s	  power	  sEll	  low	  as	  demand	  exceeds	  supply	  
High	  profitability…	  
	   …profit	  spent	  to	  gain	  market	  share	  
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Industry	  Life	  Cycle:	  Maturity	  
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 2004-‐2009:	  Maturity	  
Buyer’s	  power	  grows	  as	  capacity	  exceeds	  demand	  
Supplier’s	  power	  declines	  as	  volume	  increases	  
Threat	  of	  subsEtutes	  
M&A	  industry	  consolidaEon`	  
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Industry	  Life	  Cycle:	  Maturity	  
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Industry	  Life	  Cycle:	  Maturity	  
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Industry	  Life	  Cycle:	  Maturity	  
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Industry	  Life	  Cycle:	  Decline	  
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 2010-‐present:	  Decline	  
Buyer’s	  market	  as	  capacity	  exceeds	  demand	  
Mega-‐mergers	  and	  compeEEon	  withdrawal	  
Government	  subsidies	  to	  protect	  industry	  
SubsEtute	  threat	  heightened	  
Product	  innovaEon	  declines	  



SA2014.SIGGRAPH.ORG 

Industry	  Life	  Cycle:	  Decline	  
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Industry	  Life	  Cycle:	  Decline	  
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Industry	  Life	  Cycle:	  Decline	  
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Industry	  Life	  Cycle:	  Decline	  
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•  VFX is now a declining commodity service industry 
•  Lack of  competitive advantage between competitors 
•  Lowered barrier to entry allows new entrants to market 
•  Greater capacity allows a buyer’s market 

•  Fixed cost bids equal Death in a commoditized service market 
•  Completion of work is a qualitative judgment 
•  Lack of connection between cost and work accomplished 
•  Lacks client incentive to get things done with less time or money. 
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What is the obvious Answer? 
•  Migration to a Time and Materials Business is the key to Survival 

•  Lowered Capital Investment allows reduced cost for flexible capacity 
•  Qualitative decisions are more directly driven by financial constraints 
•  Most importantly: insures the survival of an industry on which its 

clients are wholly dependent 
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•  Establishing client transparency to the work is the key to migration to a 
time and materials model.  It Allows: 

•  A shared responsibility and opportunity for efficiency 
•  A sense of trust to be established between client and vendor 
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•  A shared responsibility and opportunity for efficiency 
•  A sense of trust to be established between client and vendor 
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What’s the non-obvious answer? 

How do we achieve this? 
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VFX	  as	  Crew	  
•  Observation:  Film Crews 

•  Pop up a VFX Studio as one would a Cinematographer 
•  Direct payroll employees for the duration of need 
•  No overhead between productions (except occasionally key talent) 

•  Previously attempted through vendor acquistion: 
•  VFX failures: VIFX, Mannex, ESC, etc. 
•  Animation successes: Pixar, MacGuff Ligne, Blue Sky 
•  Difference:  project duration and studio feed. 

•  What’s needed? 
•  Studio in a Box 

•  VFX used to require large upfront capital investment 
•  Infrastructure, R&D, Pipeline, Physical Plant 

•  Substitute using the lessons from the internet 
•  Flexible Compute, Licensing, I/O models, Security 

•  Both financial and social escrow 
•  Key Creative Buy-In 
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Separate	  Design	  from	  Manufacturing	  
•  Observation:  Apple 

•  Designed in California, Manufactured by Foxconn 
•  VFX manufacturing can be achieved digitally 

•  VFX currently intermixes design and manufacturing making this 
efficiency impossible 

•  Observation: Finishing / DI / Post 
•  Today there is no connection between the client and VFX workers 
•  Single operator provides more transparency to the task at hand 

•  What’s Needed? 
•  Separate Design from Manufacturing through architected workflows 

•  Artists are currently Designers and Manufacturer 
•  Utilize massive compute to eliminate manufacturing time and change the 

design experience 
•  Cloud solutions – scale up the cheapest labor (compute) 
•  UX Design – rethink interface 
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Data-‐Driven	  Produc3on	  
•  Observation:  Film Crews (again) 

•  Spend and progress captured live with regular re-estimates 
•  Elimination of arguments regarding sunk costs 
•  Provides warning regarding overages 
 

•  What’s needed? 
•  Instrumentation and standardization of VFX production pipeline 
•  General Contractor / Producer Services 
•  Business Metrics / Dashboards / Data Science 
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Conclusion 

•  VFX Industry follows the standard Industry Lifecycle and is now in its decline. 
•  Fixed Bids remove profitability in a commodity market 
•  Lack of investment in innovation 

•  There are several ways to maintain profitability in this phase through key 
observations. 

•  Time and Materials models can be achieved through transparency 
•  Innovation in business models (VFX as Film Crew) 
•  Innovation in interaction models (Design Driven VFX) 
•  Innovation in production models (Data Driven VFX Production) 
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