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Law 101 -

The Brave New World uf e
Production Incentives

By Mark Litwak
recently wrode an in-depth article for Los
Anrgeles Lavver magazine aboul produc-
ticn incentives (www, marklitwalk. com'

downloadsTALawyenpdfi titled “Fun-

away Homee.” The article explains the trend
towvard genercus production incentives ol -
fered by other nations and even other L5
atgtes o lure producers away. This lendency
wis confirmed by several studies, including

a report from the US Department of Com-

mierce which estimated that in 2001, Mereign

tax incentives cost the LS sconomy more
than 5 10 ballion per year.

Dzgate the unfortunate impact on the
domestic economy, lmmakers need (o be
aware of Uhe existenoe of |'||'|.3‘|.||."..:|'|':"'|| TP~
nives, i well s the pros and cons of aking
advantage of them.

Many countnes conmder their produc
thon incentives w be a reasenable amd equi
table device o level the plaving field and
enable their producers o compete against
Hallysvood. While 2omie i neentives ane de
sgned o attract production dollars Trom
.||'|||.:-::;:I inta the loeal ecomomy, othar pro
grams are meant just o protect local film

miakers and their native industry

In 20002, LTS films attrocted TO% ol all
moviegoers in the Buropean Union, There
were GG5 million Burcpean admissions 1o
L8 films in 2002, compared to 1823 mal-
lon pdmissions to Buropean Tilms= in thear
own minrket. Tickel =ales for European films
outsede their domestie market amounted o
only T3 8 mullon, AL the same fime, Foreign
language cinema caplures a mere 05% of
ihe LTS box allice.

The dormination of Americem Dilms 1% ol
el v an econormie and trade =soe. Forem
govemments consider movies part of their
cullure, nol gust andather export prodiigt,
Modion piclures promole 3 couniry’s lan-
l:ll.':g«l'._|.‘:|L*-[|||'|'|~...'||'||.|.'|II1'.'||.‘1i-:||'|~.[||.'|II|.|i-.!|'||."|.'-.
waorldwide, Conseaquently, many govern-
ments encourage e ciizens 0 creale
films, especially those with local content

As aresult of this competitive dissdvan-
tage and desire o promote their culture,
many countries directly subsidize local film
procucers, Some have negoliated co-produc-
tion breaties o encourege their producers o
collaborate with producers of other nations
and pool their resources. 1t bears noding that
none of these treaties is with the United
States. While these co-production agree-
ments have undoubtedly helped some na-
tional cinemas survive, they have had unin-
tended consequences o= well. Because trea-
ties require that technical and artistic par-
ticipation be allocated among nationals from
different countries, this can distort the cre-
ative process, An llalian actor, for instance,
might be cast because of his nationality
rather than because he is the best person Mor
apart. European movies that beoome amish-
mash of incongrucus elements are somse-
tirnes referred to as “BEuro-pudding.” bMany
of these films have been criticized for their
lack of artistic ment as well as their dismal
o ol T performance.

Subsady inoentives come inoa vanety of
forms. Location-hased rebates are given o
prodicers based on the armount they spend
oty Carada, Loxembourng, Loe-
lamd and Australia, among cthers, ofler such
stbspdies. While the rebate may nod be dis-
ursed untl after production his been com-
Pleted, sometimes funds wall be adveneed
Tex e prosducer with the anticipated benefin
as collateral, Ouber such incentives consist
of Iree or reduced prices Tor locations, fa-
cilnes, police, or permiils

Romme pneentive programs seek b gl
port flmmaking by encouraging investars,
The Crermam il Tumds, the Mether lands™ O
system of limited lability partnerships,
Fremeh SOFMNC A s, and Ul 2ales leasehacks
are e 'ii.ll'l'l"lll\.!h ol thiz kind of incentive,

Loan= on atirachive terms may be used

1o draw |:‘:-|"-.:-.|.|I.-.'
tioms, The UK h! Mark Litwak
aml h""'." have
such programs {ag does the state of MNew
hlesiice ) AL he regiomal level, Germany also
offers such support, The Buropean [nvest
ment Bank, a European Union hacked insti
futiom, ofTers loan guaraniees

France, Spain, and the Mordic countnes
have schemes in which a small shee of hox
office revenue is siphoned ol o encourage
future production. The ELT=s MEDLA Plus
program uses bos oflioe revenee o assis
distributors and exhibitors.

Blany European countres provide sub-
sidies and grants 1o flms on culiural
grouds, The Mordic counines provide sg-
mificant support o encourage mative Hlm-
miekers, The MEDEA Plus progrm providis
senipl development and iramng Munds,

In addition to evaluating the appeal of
incentives enshrined in law, producers usu-
ally consder other benelits thal can anse
from moving a production. In Eastern Eu-
raipe, Bouth Alrica, snd China the wage scale
15 &0 bow that crews, exiras, and petors coan
b hared Tor a fraction of itheir rabe in the
Umited Sates. Likewise, locd, [odging and
constriciion can be a hulg.;lil'l Il a producer
can purchese services for 20% of ther cus-
oy price, then the producer receives the
equivalent of an 80°% subsrdy without the
Purden of completing complicated paperwork
amnd incumng legal and pecounting fees.

Another factor o consider is the currency
-.::'.l.'+'|::|'|¥:-|' rate, Canada and South Africa are
attreciive locabions in part because the
Amencan dollar is strong comgared 1o the
local currency.

By international freaty, some countries
encourage their national s o collaborate with
oilfiers by allowing therm o azore gatbe incen-
fives These agreements allow its producers
i pool linancial, creative and technical re-
sourees with producers from other nations,
The treaties lower the requiremends that nor-
mally st be met in order for esch pro
dweer 1o access incentives in their native
lared, and may reduce administrative bu
dens.

While the United States is nod a party to
any inkermsbional co-production trealies, sor
filmmakers can contract on their own with
Foregm matonals, Even il noncenives are
available, alocal co-production pariner may
have U savwy amd relationships necded 1o
seeune the best deals and ensure compliance
with local regulations, Moreover, an Amen-
can movie that includes a local director or
stor may enhance the commeraial appeal of
thi [l in that country, increasing the license
Tew obtanable,

st thesse Nnemcial aitretons, distn
locations may also present drawbacks and
complications, Savings may be ofTsel by in-
cregsed travel and lodeing expenses. hdore-
over, 1 o comers or eritical prece of eguip-
mient Fails ina remote location it can take days
1o 1 o replacerment. I a crewmiember be-
comes disabled, there may be a limited pool
of skalled workers g draes upon For g subsn-
L.
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