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Abstract 

 

In the recent years, the European countries have been implementing direct and 

indirect measures aiming at incentivizing cinema production. The objective of this 

thesis is to give an accurate and complete view of incentive policies, in the most 

relevant European states, and to determine the possibility of indentifying the most 

“ciak” appealing country in Europe, that is, the country where a producer would prefer 

to shoot in. This study starts giving an overview of the cinema industry history and 

the main macroeconomic dimensions that characterize the actual scenario. In the 

second chapter, a theoretical framework, necessary in order to support the work, is 

outlined and the main tools, used by the European states, are defined and described. 

In the third chapter, a comparative approach is implemented and the film incentive 

systems of the main European countries are presented. Finally, the fourth chapter 

indentifies a model that producers could use in order to assess which country is the 

most “ciak” appealing. That said, it’s time to Action! 
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Introduction 

 

Among all the cultural industries, movie business is one of the most profitable, and, 

due to its nature, it attracts huge capitals. European states have recently discovered 

that investing in the film sector could have enormous benefits for the country such as 

the creation of new jobs and the boost of tourism. For these and other reasons, that 

will be analyzed in detail in this study, the majority of European governments have 

defined rules and norms with the objective of incentivizing the film industry. These 

policies differ a lot from state to state. In fact, while several countries created funds, 

others introduced tax breaks and other kinds of incentives, such as a public office that 

can provide the appropriate location for each project. 

The aim of this thesis is to give a accurate and complete view of incentive policies in 

the most relevant (under a film production perspective) European states and 

determine the possibility of indentifying the most “ciak” appealing country in Europe.  

However, because of the diverse nature of the policies and the continuous changes in 

the regulation, it could be hard for a producer to identify the best and most cost-

effective country to shoot his film in. Which one would be the country with the most 

accessible fund? Which state has the best location? Which one offers the most 

substantial tax rebate? In which state will investors take advantage of a tax shelter? 

These and other questions will be analyzed in the following pages in order to assess 

which country is the most “ciak” appealing. 

In order to respond to these questions, a cluster of six European states was selected, 

choosing either those with the highest number of film produced or those which stood 

out because of a highly sophisticated incentive system. In particular, this thesis will 

focus on United kingdom, France, Germany, Spain Italy and Denmark.  

In the first chapter, the history of film production in Europe will be described, from the 

beginning of the industry to nowadays in order to understand the dynamics that 

characterize this sector. Thereafter, an analysis of the actual European scenario of 
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movie production will be presented, giving a macroeconomic view of production 

trends. In conclusion, film financing and film production incentives will be introduced 

and explained in detail. 

In the second chapter, will be outlined a theoretical framework, necessary in order to 

support the work. Firstly, the motivation underlying the incentive policies will be 

investigated, then a definition of the direct and indirect approaches to film production 

incentives will be given. Secondly, the main tools used by the European states -such 

as the funds, tax credit and tax shelter- will be described. Finally, there will be a 

discussion in order to asses to what extent it is possible to evaluate the system 

effectiveness. 

In the third chapter, the different approaches of six European states and the one of 

the European Union at a supranational level are analyzed.  

The fourth chapter is a comparison among those approaches which identifies the 

recurring elements in the systems. Therefore a model is elaborated, using this model 

the film producer would be able to assess which one is the most “ciak appealing” 

country. 
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1. An Overview 

 

1. Film Production in Europe 

 

The film industry is unlike any other. Its products are cultural, public as well as 

private goods, with a symbolic (historical, national, linguistic and social) significance 

that cannot be reduced to a mere commodity. No other industry has similar non-

economic pretensions (Hoskins et al., 1997:3). Because of its particular nature, the 

film industry cannot be left to the market forces and therefore most countries in 

Europe have tried to implement some forms of protection over the years. Among the 

most used measures to protect film in Europe are: quotas, subsidies, co-production 

agreements and initiatives to form pan-European distribution alliances. However, 

Europe’s film industry has experienced periods of competitive strengths and 

weaknesses. 

The evolution of a field could be described as a series of innovations which take place 

in three different systems: the market, the technologies behind production and the 

product themselves1. This theory was theorized by Joseph A. Schumpeter, who 

described economic history as a continuous flow, comparable to the blood flow in 

human body. It always follows the same path until something happens and changes 

its course. Shumpeter defined this “something” as “innovation,” which determines the 

“development” of the field. Therefore, innovation is consists in the introduction of new 

economic combination in the system such as : production of a new product or a new 

characteristic of the same product, introduction of a new production method, opening 

of a new market, discover of a new source of raw materials, reorganization of the field 

                                                           
1 Schumpter 1942 in F. Perretti- G, Negro , Economia del cinema- principi economici e variabili strategiche del settore 
cinematografico; page 3 
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(creation of a monopoly or creation of it). In the following paragraph  the film industry 

history will be analyzed according with Shumpeter definition.  

The film industry was born when the projector was invented. In 1890s many 

experiments were performed simultaneously in Europe and in the United States. 

However, the first Cinematographe was presented by the Lumiér brothers during a 

public projection in 1895 in France. In the same period, similar inventions were 

presented by O. Latham and T. Armat in the United States and by R. Paul in the 

United Kingdom. 

Despite the fact that the introduction of the Cinematographe was almost simultaneous 

in Europe and in the United States, the evolution of the field followed very different 

courses in these two macro regions. In the first place, Europe represented the centre 

of innovation for both the production methods and for the products themselves. 

Whereas, the United States was considered to be the biggest market and the most 

developed at international level. However, this situation was changed in the following 

decades when the United States became the centre of innovation and the largest film 

producer. This overturning was due to two main factors: the introduction of the sound 

film (a motion picture with synchronized sound) and the advent of television as a new 

communication media. In both cases, the American technologies proved to be superior 

and crushed the European competition. This type of process was defined by 

Schumpeter as “creative destruction”. 

The film industry evolution in Europe can be divided in five main stages: 

 The early years 

 The inter-war years 

 The post-war development 

 The new trends (from the late ‘50s to the ’70) 

 The crisis of the industry and present days.  

The first phase took place prior to the first World War. During this years the field was 

dominated by the European industries, both from a creative and technological point of 

view. The protagonist of this phase were the inventors, such as the Lumiére brothers, 



8 
 

and the entrepreneurs, such as Louis Gaumont and Charles Pathé in France, Oskar 

Messter in Germany and Ole Olsen in Denmark. Until 1910 France was the largest 

exporter of movies, even if, during the early years of the 1900s, almost all countries 

in Europe established their own studios and began a national production. However, 

besides the German and Danish2 ones, none of them survived World War I. 

During the Inter-war years, the movie industry was characterized by the domain of 

the United States productions. Hollywood dominated European markets except for the 

Russian market where the cinema industry was nationalized by the Soviet regime and 

the domestic production was boosted by a trade blockade imposed by the Western 

powers. However, the 1920s saw a fertile period for European cinema. Film companies 

arose in Italy, France, United Kingdom and Scandinavia, which started to collaborate 

with each other.  

The attempt to create transnational alliances, able to compete with the major 

Hollywood studios, failed and many countries adopted protectionist measures by 

introducing the so-called quota system. This imposed a minimum number of screening 

days for domestic films in theatres, in order to protect the national industry.  

Under a creative perspective, the years between 1919 and 1929 were characterized 

by a substantial cross-fertilization and film historians defined this period as the 

“golden age” of European cinema. During this period a noteworthy collaboration 

among the main production companies in Berlin, London, Rome and Paris took place 

with a constant flow of talents such as actors directors and set designers. 

Consequently, a strong tradition of film culture was developed and important 

movement such as the Soviet cinema or the avant-garde cinema started.  

Except for Germany, where the conglomerate Universum Film AG (Ufa) dominated the 

market, the field was composed by a myriad of small companies in the rest of Europe. 

Despite the fact that they were largely affected by the Wall street clash of 1929, they 

managed to maintain production throughout the 1920 and 1930.  

                                                           
2
 The Danish “Nordisk Films Kompagni A/S” (today: “Nordisk Film”) was established by Ole Olsen in 1906 and still 

exists 
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The third phase started with the end of World War II which brought several 

consequences for the European film industry. A new generation of film makers 

managed to emerge and in some case the result was a formalization of the field. An 

example of this tendency was the establishment of the Comité d’Organisation des 

Industries Cinématographiques (COIC) in France. Moreover, a huge amount of 

unreleased American productions entered Europe at the end of the ban imposed by 

Germany during its occupation. In order to fight this flow of imports, many European 

governments supported the domestic industries introducing new protectionist 

measures. However, in many cases the result was the establishment of subsidiaries in 

Europe by American companies, in order to take advantage of local film production 

incentives. 

In the late 50s a new generation of film-makers emerged in the European scene. They 

established new styles and technologies (such as the hand-held camera) affirming the 

importance of European productions. In fact Cannes and Venice film festivals became 

showcases for European movies. This phase of growth ceased in the mid-seventies, 

when the post-war boom was over and the cinematographic sector was affected by a 

crisis. 

The audience in movie theatres decreased and many cinema shut down. The main 

cause of this phenomena was the introduction of the color television. In order to face 

this crisis the European production companies started to take advantage of the 

American financing. However, most of these film were “flops” with the exception of 

the controversial film “Last Tango in Paris” by Bernardo Bertolucci3. At the end of the 

seventies, the cable television started to introduce more and more channels and the 

broadcasting companies started to buy movie rights and finance them even before 

production started, giving a boost to the industry. Moreover, in 1976 the Japanese 

group “Sony” introduced the video-recorder and “Matsushita” started to sell the 

VHS(Video Home System) on the market. This was perceived as a threat by the 

production companies, which feared a reduction of audience in movie theatres. On the 

contrary, the VHS become a source of income for the studios. First of all, the VHS 

                                                           
3
 David Bordwell, Kristin Thompson, Storia del Cinema, Un’ introduzione, Mc Graw Hill; page 342 
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substituted the rerun films in theatres and it also was used by studios to put back old 

films into the market. In 1987 the millionaire earnings obtained by the VHS sale 

overcome studios’ box office revenues for the first time, fostering low budget 

independent production4. At the end of the ‘90s the introduction of the Digital Video 

Disc (DVD) – or Digital Versatile Disc – gave a new shake to the cinema industry. This 

new technology was supposed to prevent the creation of pirate copies and to drive the 

consumers to buy their favorite movies in this new format, which was even more 

attractive because of the special contents included in the DVD. 

Unfortunately, this new technology was not as “safe” as the Studios wished: despite 

the fact that DVD had different protection code in each region, they were soon 

cracked, fostering the illegal market of pirated copies. At the beginning of the new 

millennium with the internet diffusion, movies started to be available for free on the 

web. Advanced file sharing programs such as BitTorrent and streaming websites 

allowed to watch movies online in a fast and easy way. In 2004 the Motion Picture 

Association of America (MPAA) published a research on the peer-to-peer (P2P) 

phenomena (the sharing of films files online among users). The data showed that, 

even if the file sharing was a newborn technology, almost one user out of four was 

downloading films illegally (24%)5. In 2005, as a result of this research, the MPAA 

launched an international campaign against video piracy, explaining that film piracy is 

a crime and inviting everyone to not become a movie thief. 

The new technologies affected also the exhibition of movies, therefore movie theatres 

used digital technologies which allowed them to reduce costs and the risk of damaged 

the copies. Moreover, during the ‘80s the movie theatres started to become more 

comfortable and attractive as well as having a higher number of screens. By the end 

of the 90s very few cinema were composed by one single screen, most of them in fact 

were multiplex. This new cinema concept included between 8 and 10 screens and was 

able to realize scale economies and offsets the flops, that eventually were showed just 

on one screen or substituted with the reruns of more successful movies. 

                                                           
4 David Bordwell, Kristin Thompson, Storia del Cinema, Un’ introduzione, Mc Graw Hill; page 440 
5 C. Macchitella and A. Abruzzese Cinemaitalia 2005 - Sogni industria tecnologia mercato; p 27 
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Another substantial change in the industry was the birth, during the ‘80s,   of big 

media conglomerate, mainly due to the loosening of antitrust rules. The main actor of 

this phase were: the German companies “Bertelsmann” and “Kirch”, the “Fininvest 

group” in Italy and “Havas” in France. 

 

1.2 The dimensions of the European movie business 

                                                                                                                                                                                                                                             

In order to outline the prominence of the movie business in the overall European 

economy three main dimensions6 will be used:  

1. The workforce employed 

2. The volume of activity of enterprises operating within the sector 

3. The amount of capital invested 

Nowadays, the cinema field is no longer associated only with the production and 

marketing of feature films. In fact, being part of huge multinational conglomerates, 

production companies deal with the entertainment industry in a broader sense. 

Feature films represent only a marginal part of the activities carried out by the 

production companies. They are usually part of big conglomerates, such as AOL Time 

Warner, Disney or Sony. Therefore, obtaining reliable data on the workforce employed  

by the film industry is complicated. 

However, the following table (Table 1.1) gives an idea of the amount of workforce 

employed in the European motion picture, video and television industry in 20087. This 

table shows that in Europe there are 75.737 active companies in the field with a total 

of 372.500 employees. 

                                                           
6 Huetting Mae D., Economic Control of the motion picture industry: A study in industrial Organization. Philadelphia: 
University of Pensylvania Press, 1944. P 125-127 
7 This was the most recent data available since it was in the 2012 report on the Film Sector by the European 
Commision 
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Table 1.1- Basic economic statistics for European motion picture, video and television industries 

Source: Eurostat 2011 (European Commission) 

 

The second dimension used by Huetting is the volume of activity in the field. In order 

to obtain an overview of this measure in the movie business in Europe, the data from 

the last five years reporting the admission trends, the gross box office revenues 

(GBO), the average ticket prices and the number of films produced8 were used. They 

are shown in the following table (table 1.2). 

 

 

 

                                                           
8  The data are in Euros and comprises the following European countries: Austria, Belgium, Switzerland, Germany, 
Denmark, Spain, France, Finland,  Greece, Italy, Irland, Island, Luxemburg, Liechtenstein, Netherlands, Norway, 
Portugal, Sweden, United Kingdom. 
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Table 1.2 Own processing data 
source: MEDIA Salles and OBS 

 

It is evident that the average ticket price increased in the last five years, and, 

remaining the admissions almost stable, the gross box office revenues increased as 

well. Finally, the number of film produced in Europe increased between 2008 and 

2011, peaking in this year with 1336 movies, but decreased to 1299 in the last year 

(2012). 

In order to have a closer look to the selected countries, a chart (Table 1.3) was 

elaborated. It shows the production trends of the top five film producing countries in 

Europe (United Kingdom, France, Germany, Spain and Italy), as well as, Denmark 

which distinguishes itself for the high number of productions among Nordic Countries 

(Iceland, Denmark, Norway, Finland and Sweden) 

 
2008 2009 2010 2011 2012 

Admissions 843.805 890.835 872.634 876.934 853.142 

Percentage 

Variation 
 

5,57% -2,04% 0,49% -2,71% 

Gross Box office 

revenues 5.054.511 5.730.721 5.970.574 6.089.854 6.124.464 

Percentage 

Variation 
 

13,38% 4,19% 2,00% 0,57% 

Average ticket 
price 6,84 7,36 8,03 8,15 8,33 

Percentage 
Variation 

 

7,60% 9,10% 1,49% 2,21% 

Number of film 
produced 1159 1216 1246 1336 1299 
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Table 1.3 – Own Processing data 
source: Focus 2013 European Audiovisual Observatory 

 

These trends can be explained by the fact that those countries also distinguish 

themselves for their incentive policies. For this reason they were selected as focus of 

this work. It appears clear from the table above, that the number of film produced 

increased over the years until 2011 and had a down peak in 2012. Exceptions are 

Germany and Italy which, instead, did had a constant trend. 

Another interesting measure of the volume of activity in the movie business is the 

gross box office revenue. Despite the fact that the number of possible movie 

distribution channels increased (the traditional channel of theatres has extended to 

television, home video, pay-tv, video on demand,  streaming on the internet and so 

on),  theatrical releases still represent the primary market for a movie9. Moreover, 

box office still accounts for the largest percentage of total revenue streams. However, 

a good theatrical performance has a multiplier effect on film revenues, as it 

significantly affects its potential economic success. For this reason, the following chart 

(Table 1.4), which includes the box office revenues for European countries between 

2002 and 2012, is a good measure of the field trend. 

                                                           
9   Ciccarone and Usai (2006) in Casetti and Salvemini in “E’ tutto un altro film” Egea; page 12 
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Table 1.4 European Gross Box Office revenues (x1000) in Euros 
Source: MEDIA Salles 10 

 

It is evident that France (F) 11, United Kingdom(UK), Germany (D), Italy (I) and Spain 

(E) are the countries with the highest gross box office revenue. Looking at trends, it is 

clear that Germany, Denmark and Spain GBO revenues increased by 2008 with a 

consistent peak in 2009. On the contrary, France GBO revenues increased constantly 

in the last five years, as a sign of the stable and strong film industry which 

characterize this country. It is not a coincidence that this is also the country where 

national movies have the highest market share, compared to the other selected 

countries (see table 1.7). United kingdom GBO revenues increased constantly as well 

since 2008, while Italian ones increased only until 2011, having a sharp downturn in 

the last year analyzed (2011). 

                                                           
10

 The data are in Euros and comprises the following European countries: Austria, Belgium, Switzerland, Germany, 

Denmark, Spain, France, Finland,  Greece, Italy, Ireland, Island, Luxemburg, Liechtenstein, Netherlands, Norway, 
Portugal, Sweden, United Kingdom. 
11 MEDIA Salles confirmed that France GBO in 2012 is approximately 1.295.000 (x1000) 
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However, considering the GBO per capita (showed in the table 1.5), Denmark appears 

to have the highest one with 26,22 euro, followed by United Kingdom (21,31 euro) 

and France (19,81 euro). Whereas, the one with the lowest level of GBO per capita is 

Spain with 4,47 euro. This data do not reflect the ones in Tavbe 1.4, this can be 

explained by the differences in ticket prices. In fact, in 2012 Denmark average movie 

ticket price amounted to 10,30 Euros, in Germany it amounted to 7,65 in United 

Kingdom it was 7,81 , while in Spain it amounted to 6,52, followed by France and in 

Italy with an average ticket price of 6,312. 

 

  
GBO (2012)     

x 1000 Inhabitants 

GBO per 

capita(2012) 

Germany (D) 1.033.029 80.399.300 12,84873 

Denmark (DK) 146.313 5.580.413 26,21903 

Spain (E) 211.494 47.265.321 4,47461 

France (F) 1.295.000 65.350.000 19,81637 

Italy (I) 618.125 59.685.227 10,35642 

United Kingdom 

(UK) 1.346.649 63.181.775 21,31388 

 

Table 1.5  Own processing data 
 source: MEDIA Salles 

 

The third and last measure suggested by Huetting is the amount of capital invested in 

the industry. In order to have an idea of the capital invested in the cinema business in 

Europe it is useful to look at the chart below (table 1.6), which shows the amounts of 

average film budgets in millions of dollars/ Euros 

 

 

                                                           
12 Data by MEDIA Salles  
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Table 1.6 Average film budget by region (2008)  
source: Screen Digest13 

 

European productions have predominantly low and medium-budgets compared to 

Hollywood films. This gives European players an handicap compared to their American 

counterparts. For movies produced by majors, the average movie production cost 

have soared since World War II (in 1940 it was $0.4 million (0,3 million Euros); $0.9 

million (0,67 million Euros) by 1946; $3.1 million (2,3 million Euros) by 1975; $16.8 

million (12,4 million Euros) by 1985 and $36.4 million (27,4 million Euros) by 1995 ( 

Maltby 2003, p.169) and more than $70 million (52 million Euros) in 2007)14. This 

tendency reflect the so-called blockbuster phenomenon. Hollywood invested in ever-

rising budgets in order to compete in the marketplace, having at the same time ever-

rising risks. On the other hand, even if European productions increased their budgets 

too, their relative importance vis-à-vis Hollywood remains negligible15. Moreover, an 

important gap exists between investment in bigger countries (such as Italy France or 

United kingdom) and the remainder of European States. 

Today, the average film budget in western Europe amounts to 6,13 million dollars 

(4,54 million Euros), which is less than one third of the average film budget in the 

United States. This data is very representative of the difference in movie production 

among these two regions. However, this does not mean that European films are not 

able to achieve economic and commercial success. 

                                                           
13

  Elabouration of Screen Digest Data 
14 2012 report on the Film Sector by the European Commision . Numbers not adjusted for inflation. 
15 2012 report on the Film Sector by the European Commision 

Region ($M) (€M) 

North America 22,96 17,02 

Western Europe 6,13 4,54 

Europe 5,40 4 

South America 2,8 2,08 

Asia 4,73 3,51 
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Data about the total investment in the film industry in Europe are not available. Since 

the budget of a film could vary a lot depending on the kind of movie, the amount of 

capital invested is difficult to estimate. Moreover, the last report on the film sector by 

the European Commission shows that the total expense of national and sub-national 

audiovisual support funds in Europe in 2012 (considering 35 countries) was 1.919.303 

thousand Euros. The expense in the six selected countries are showed in the chart 

below (table 1.7). 

 

Country 

No of fund 

analysed 

Total 
Spend 
(EUR 

Thousand) 

Spend per 

capita (EUR) 

Germany 21 303.06 3,70 

Denmark 3 40.7 7,38 

Spain 13 123,667 2,70 

France 48 581,206 9,03 

United 
Kingdom 16 127,827 2,08 

Italy  17 145,653 2,43 
 

Table 1.7 – Own processing data  
source: Eurostat (2011) European Commission 

  

The amount spent by states does not always reflects number of film produced in the 

different countries. In fact, on one hand, in 2012 the number of movie produced in 

France was 150 (the European country with the highest number of film produced in 

2012)16 and France is also the one with the biggest fund for film production (581,206 

thousand Euros spent in 2012). On the other hand, Germany’s public fund in 2012 

spent 303.06 thousand Euros, but the number of film produced in 2012 was only 8617. 

This could be partially explained by the fact that the public funds are used to finance 

also co-productions, but it is also a sign that the direct public aid does not necessary 

increase productions. 

                                                           
16 Focus 2013 European Audiovisual Observatory 
17 Focus 2013 European Audiovisual Observatory 
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Moreover, in each of the selected country the National productions cover a different 

market share in the internal market. The following chart (table 1.8) is aimed at 

showing these differences, listing their market shares in 2012. 

 

  UK France Germany Spain Italy Denmark 

National 
productions  18,01% 41,20% 18,10% 19,50% 26,50% 28,70% 

Foreign 
productions 81,99% 59,80% 81,90% 80,50% 73,50% 71,30% 

 

Table 1.8- Own processing data 
Source: European Audiovisual Observatory (2012) 

 

As mentioned above, French productions cover a consistent part of the market in 

France (40%), compared to the market share of national productions of the other 

analyzed states. However, this data is not surprising, considering the long French 

cinema tradition.  

Danish national productions, instead, have a market share in Denmark of as much as 

28,70%, still higher than the Italian one. This is outstanding considering the size of 

the Danish market and the number of movie produced in Denmark in 2012 (only 11). 

The latter is even more suprising if compared with the Italian case:  109 movies 

produced in 2012 covering just 26,5% of the market. The situation is even worst in 

the case of Germany Spain and UK, where the national productions market share is 

lower than 20%.  

Finally it is interesting to understand who are the main actors in the market: which 

one are the “top” production companies in Europe and in  the single selected 

countries. 

According to the British Film Institute the following were the top 20 production 

companies in Europe in 2011, according to the amount of their operating revenues. 
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Table 1.9 Top 20 Film Companies in Europe 
Source: BFI yearbook 2011 

 

The US major are prominent and this is a clear sign of US supremacy in the movie 

business. However, the second most important one is the French company Groupe 

Pathé followed by the Odeon/UCI a British company which works mainly in 

distribution. The Italian most important producer, RAI Cinema, is the ninth while the 

two German producers Constantin Film and Bavaria Film GmbH are 19th and 20th. Most 

of the company listed above manage, alongside film production, other activities such 

as distribution and exhibition.  

Considering instead only the independent production company, the situation appears 

to be definitely different, as it is sowed by the table below. 
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Table 1.10 Top 20 Independent Film Companies in Europe 
Source: BFI yearbook 2011 

 

The German company Constantine Film the one with the highest operating revenues, 

immediately followed by the French Pathé Production and EuropaCorp. In 4th position 

there is the British company Ingenious Film Partners 2 LLP, followed by the Italian 

Filmauro. Finally, the famous Danish company Nordisk Film AS is only in ninth 

position. 

 

1.3 Film production financing: a definition 

 

Film production consists of all those activities finalized to the elaboration of a feature 

film (master) which is the original product that will be multiplied in numerous copies 

that will, subsequently, be sold on the market18. The person in charge of the 

accomplishment of this phase is the producer. This subject is defined as the holder of 

                                                           
18 Perretti, F. Negro, G. Economia del cinema- Principi economici e variabili strategiche del settore cinematografico; 
page 91 
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the right to exploit the movie commercially and negotiate the acquisition of the inputs 

and coordinate their use19. This phase of the development of a movie requires 

numerous technical and creative tools, as well as financial investments. 

Moreover, once produced, a film can be defined from the demand side as a product of 

a short selling time, influenced by seasonality (Kurawala and Matsuo, 1996). On the 

other hand, the movie offer is characterized by some relevant issues: high replaceable 

rates, hard to foresee risks, high levels of innovation and usually not recoverable fixed 

costs20.  In fact when a project is “green lighted” (approved in the film industry 

jargon), the estimation of revenues remains uncertain. This is the reason why most 

movies are produced using the so called package unit system21. This system is 

characterized by production of individual projects and short-time work relations. The 

whole cinematographic field is a pool of resources for the organization and the 

production of projects.  

However, film production financing in Europe does not have a typical structure and 

movies are usually financed through a combination of public and private sources22. 

The latter are not easy to obtain since private investors are generally risk-averse. 

However, the following are the main methods to raise funds from private sources23: 

 Corporate finance: the investment by private investors, banks and completion 

guarantors in the film. 

 Pre-sale: this solution consists in the sale of all or some distribution rights to 

national or international distributors (among which television broadcasters, 

home video distributors and pay-tv broadcasters) before the completion of the 

movie 

 Equity finance: the investment by finance institutions, broadcasters and other 

media groups. 

                                                           
19 Perretti, F. Negro, G. Economia del cinema- Principi economici e variabili strategiche del settore cinematografico; 
page 91 
20 Antonelli (1999) in C. Ciappei, M. Surchi - Cultura Economia e Marketing (p 318); p 80 
21 Perretti, F. Negro, G. Economia del cinema- Principi economici e variabili strategiche del settore cinematografico 
page 95 
22 Anne Jackel – European Films Industry, Bfi Publishing, 2003; page 42 
23 Methods identified by MEDIA Business School masterclass in film financing held in 1992 in Copenhagen 
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 Co-production: it may refer to any form of co-financing (a pre-sale to a 

television channel, theatrical distributor or foreign territory) or to a creative and 

financial collaboration between various producers24. Usually, they are carried 

out by production companies from different countries in order to combine 

financial aids from both countries. 

 Sale of rights: this is possible thanks to the principle of fragmentation of rights 

which allows to sell different kind of rights (e.g. distribution , publishing etc) 

separately to different subjects 

 Other sources: such as sponsorship, product placement and sale of 

merchandising licensing. 

On the other hand, public sources of film financing consist of a whole array of public 

aids and tools, implemented by European governments over the years, whose aim is 

to incentivize national film industry.  

During the 1960s and 1970s the European governments approach consisted in the 

largess of funding for selected projects. Nowadays, instead, new investment 

incentives and funding mechanism for production companies have been introduced in 

order to accomplish a twofold function: incentivize film production and encourage 

private investment in the film industry25.  

Such public intervention was necessary due to the domination of the international film 

market by the Hollywood giants, as well as the weakness of national film industries 

and the political and cultural issues associated with film production. The reason why 

governments all around the world decided to incentivize cinema productions lays in 

the fact that cinema business has positive effects on the economy, in terms of 

employment of the work force, boost of tourism and other positive consequences on 

the national identity and culture. However, these arguments will be discussed in depth 

in the following chapters. 

The public intervention in the industry has a variety of different forms26: 

                                                           
24  A. Jakel – European Film Industries, Bfi Publishing (2003); page 44 
25 A. Jackel, European Film Industries, Bfi publishing (2003); page 47 
26 Forms of support identified by Coopers & Lybrand consultancy firm-  (Coopers and Lybrand, 1991; page 12) 
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 Direct investment in production in the form of subsidies such as outright grants, 

soft loans and guarantees 

 Tax reliefs on production costs or investments or on revenue from exploitation 

 Provisions of practical help to promote filming through the establishment of a 

film commission (in charge of finding and managing shooting locations, 

logistics, state-owned studios, transport, etc) 

 Awards or premiums for productions judged to be of value to national culture or 

which were successful in the international film festivals. 

The above measures will be tackled in detail in the following chapters in relation with 

the approach that the six states selected have towards them. Also the United States 

implemented different incentive policies finalized to increase independent productions 

in the country. They are not very different from the European ones, even if the two 

markets present different production systems.   

In the United States, in fact, movie productions are either produced by a so-called 

“major” or by “independent production company”. In the first case, the major 

assumes all the costs (internal production) or finds third parties which finances the 

project (exernal production). The independent production companies instead, finance 

their movies in two main ways: pre-selling the movie to the majors before producing 

it (throughout distribution contracts) or finding other actors which invest in the movie. 

Both the majors and the independent companies can raise funds from private and 

public “investors” therefore they benefit from the incentive policies. 
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2. Film Production Incentives 

 

2.1 What kind of benefits do European governments gain by 

incentivizing Film Production? 

 

As it was explained in the previous chapter, European governments started 

incentivizing the cinema industry in the last century mainly due to reasons related to 

protectionism. However, these policies evolved and, nowadays, the economic theories 

divide economists according to the particular school of thought they belong to.  

In order to better understand both point of views, the main arguments pro and con 

public aid to film production, will be described in this chapter. 

From an economic point of view, the interventionism theories are supported by the 

following matters:  

 The neoclassical view of the market justifies public intervention when market 

failures are identified. Consequently, public aid is justified as the movie is a 

“collective service” (ie the possibility of joint consumption of a film without the 

possibility of individual appropriation27). The main critiques to this argument 

affirm that collective services cannot be divided, while cinema individual 

consumption can be evaluated through analysis of cinema ticket sales. 

 The cinema industry is affected by the so-called “cost disease” identified by 

W.J. Baumol and Bowen. In fact, in the last decades, film productivity has not 

substantially been affected by technological improvements like other sectors 

where the productivity gains where huge. On the other hand, fixed costs such 

as labor costs increased dramatically in the last decades. Therefore without 

public support the film industry would not to survive.  

                                                           
27  A. Lange, T. Westcott - European Audiovsual Observatory – Public Funding for film and audiovisual work; page 27 
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 The audiovisual sector is considered a branch of industry, therefore there are 

several industrial policy arguments in support of the public intervention in this 

field. For example, the contribution to GDP, the creation of new jobs and the 

positive influence on related industries. 

 In support of public aid in the film industry there are also some non-economic 

arguments. They are mainly cultural and claim the defense of national or 

regional culture, minority cultures or languages. In fact, the film market is 

dominated by big productions, in particular those in the USA, which could 

outshine the small European and regional production. Moreover, huge 

marketing investments often create information asymmetry regarding the 

presence of films in the market. 

 The production of a film in a certain state provides an “intangible” value known 

as “goodwill”28. For example, if a well-known director in a television interview 

describes the place where he shot his the movie in a positive way, this could 

influence public opinion on that place. Some could even consider the possibility 

of visiting the it during their vacations. Moreover, if a movie becomes a “cult” 

the places where it was shot gain notoriety, causing an infusion of funds in the 

local economy29. In particular, the film industry significantly contributes to the 

economic improvement of states in which production projects are conducted. In 

fact, states capitalize on this influx of tourists by cultivating activities related to 

entertainment and the arts, allowing them to capture out-of-state investments 

and enhance their marketability for future projects30. One of the most relevant 

example of this phenomenon is the case of Barcelona in Spain, which was 

converted in a touristic destination, thanks to the movie “Vicky Cristina 

Barcelona” by W. Allen. This process is explained by Lorena Rodriguez Campo in 

her study “ Tourist Destination: Image formed by the Cinema: Barcelona 

positioning through the Feature Film”. She explained that this movie was the 

                                                           
28 S. Welles and M. Ross – “One for the Money, Two for the show…” An Update on State Tax Incentives for the Film 
Industry (2012) page 22 
29 S. Welles and M. Ross – “One for the Money, Two for the show…” An Update on State Tax Incentives for the Film 
Industry (2012); page 22 
30 M.G. Kulesza; C.S. Crespi, P.H. Mihalek – Examining Incentive-based State Tax Legislation in the Film Industry; 
page 51 
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second event (after Olympic Games) which majorly helped in the diffusion of 

the image of the city in the United states, attracting North American tourists31. 

On the other hand, there is the possibility of spreading a negative “goodwill” 

towards a specific area throughout a film. Some governments establish a film 

commission, in order to protect themselves against any inappropriate content 

that could portray the country in a negative light. 

 Some scholars believe that the Film industry should be supported by the state 

because it is one of the few “green” industries. In fact, it does not increase 

public-sector costs of environmental remediation generally associated with 

pollution industries32.  

However, many scholars believe that the Film Industry should not be incentivized and 

their arguments consist mainly in the ones listed below: 

 They claim that the cost disease identified by W.J. Baumol and Bowen, does not 

only affect the cultural industries, but also many other fields which, unlike the 

film industry, are able to sustain themselves. Therefore, they think the state 

should not support the film industry only because of its failure in the market. 

 Others, claim that the public intervention could generate bureaucratization 

within the bodies responsible for intervention33, as well, as additional 

unnecessary costs for the state. 

 

2.2 Analysis of different type of incentives  

 

Incentives are justified by positive externalities resulting from investments, such as 

the diffusion of knowledge and new technologies, the upgrading of labor skills or the 

investments in research and development. It also involves internal use of intangible 

assets such as managerial and labor expertise. Therefore, the incentive system has 

                                                           
31 L.Roudriguez Campo - Tourist Destination: Image formed by the Cinema: Barcelona positioning through the Feature 
Film; page 42 
32 A. Lange, T. Westcott - European Audiovsual Observatory – Public Funding for film and audiovisual work; page 28 
33 A. Lange, T. Westcott - European Audiovsual Observatory – Public Funding for film and audiovisual work; page 28 
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positive value both for the investors and for the country. Most of the European 

countries have developed an appropriate incentive system for the film industry in the 

last years. In particular, for film production their systems presents similar structures. 

First of all, it is possible to differentiate between direct and indirect approach. 

Direct approach consists in the establishment of a funding body which bestows 

resources according to some specific criteria. Those can be mainly cultural or 

economic. In the first case, the criteria will be connected with the purpose of 

developing and spreading the country’s culture, like the nationality of the film, the 

genre, the topic debated. On the other hand,  the economic criteria will be aimed at 

selecting a movie which has more possibilities to achive good economic results, giving 

more visibility to the country and a higher return on the investment.  

According to KORDA, the European Audiovisual Observatory database, listing details 

of funding organizations, there are 51 organizations active at national level. These 

include national film agencies, plus, in some countries, separate lines of support 

offered by ministries of culture or other organizations. This is well exemplified by 

Germany which has three national funding bodies (The Ministry of Culture and Media, 

Federal Film Board and the Fund for young people’s film). On the contrary, other 

countries, such as Italy, Spain and the United Kingdom, have a single national support 

body. 

Direct approach is often supported by the indirect one. It consists in other forms of 

incentive mainly through tax-breaks. These kinds of incentives are used in several 

fields in different forms. In the film industry they generally consist in tax credit and 

tax shelter. 

The first is based on a detraction of payments to tax collecting entities (in some 

countries this is refundable and/or transferable). The second instead consists in a 

reduction of a tax payer’s total income that decreases the amount of money used in 

calculating the tax due. Tax shelter has positive effects because it boosts the 

cinematographic operators to produce revenues and reinvest them in the industry, 

making the sector more attractive to new external private investors (Salvemini 2002).  
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As it is showed in the graph below (table 2.1), the amount of publicly generated 

investment in the film industry differs in each state, as well as the proportion between 

direct and indirect investment inflated in the field.  

 

 

Table 2.1 – Amount of publicly generated investment in the film industry (2011) in million Euros 
Source: European Audiovisual Obeservatory – own processing data 

 

 

2.3 Evaluation of incentive schemes: to what extent is it possible? 

 

In order to demonstrate that the incentives to film production have a positive impact 

on the economic growth of a country, scholars used an array of economic modeling 

systems. The most common ones are the “Regional Input-Output Modeling System 

(RIMS II), the “Regional Modeling Incorporated’s” (REMI), the “Policy Insight Model” 
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and the “impact Analyses and Planning model “(IMPLAN)34. These models are founded 

on input-output multipliers which attempt to quantify the impact of a policy change on 

the economic activities, for a particular state or region.  

In particular, the evaluation of investments in film production requires to consider all 

the possible impacts, showed in the following chart (table 2.2). 

 

 

Table 2.2-  Incentive Impact Model 
 P.Boccardelli, F Medolago Albani, B. Bettelli 

 

According to Boccardelli, Albani and Bettelli, investments in the cinema industry could 

generate four different impacts35: 

                                                           
34 M.G. Kulesza; C.S. Crespi, P.H. Mihalek – Examining Incentive-based State Tax Legislation in the Film Industry; 
page 53 
35 L’impatto degli incentivi al cinema - P.Boccardelli, F Medolago Albani, B. Bettelli (2010)- LBS; page 7 



31 
 

1. Core or direct impact: it corresponds to the positive impact, given by the 

increase of activity and employment in the cinematographic sector. This can be 

calculated by considering the number of jobs created. 

2. Direct Impacts: obtained by the employment and the activity produced through 

the supply chain in the cinematographic industry, due to the purchase of goods 

and services form different suppliers (manufacture or purchase of machinery, 

furniture and other tools, the goods sold in cinemas, tv and radio advertising 

and other expenditures).  

3. Induced impacts: consist in employment and activities obtained by the growth 

of consumption. In fact, higher incomes generate an higher volume of goods 

and services sold on the market in general. 

4. Additional impacts: come from the film production’s ability to develop new 

economic resources. In fact, film production could develop and train new 

human capital, foster tourism and boost cultural development, merchandising 

and territorial marketing. 

All the input-output models are based on the assumption that the economic 

equilibrium is the result of the interdependence among economic agents. Each 

economic agent generates its output throughout the acquisition, transformation and 

combination of different inputs which come from other sectors. Moreover, the 

investment of input in a specific sector could results in a production growth. This rise 

could be evaluated thanks to the use of multipliers which estimate the transformation 

of each input/output of a specific sector into an input/output of another sector36.  

Four main multipliers were identified to evaluate the different impacts, as well as the 

contribution of the investment to the economic system. 

1. Multiplier of sales: it evaluates the investment impact (input) on the earnings in 

the sector. 

2. Multiplier of gross value: it evaluates the impact of the investment (input) on 

the economic value of production. 

                                                           
36 L’impatto degli incentivi al cinema - P.Boccardelli, F Medolago Albani, B. Bettelli (2010)- LBS page 8 
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3. Income multiplier: it evaluates the impact of the investment (input) on the 

income of people employed in the sector.  

4. Employment multiplier: it evaluates the impact of the investment (input) on the 

employment growth rate in a specific region. 

Those multipliers were used by three Italian scholars Boccardelli, Albani and Bettelli to 

evaluate the introduction of tax credits for film production in the Italian Film incentive 

system. They focused both on the increase of the level of investments in the sector 

and on the gain in box office revenues. In particular, they found that 8 major foreign 

productions were made in Italy in 2010 only in order to take advantage of the tax 

credit. Those led to an investment of 49 million Euros, considering that they 

generated a tax credit of 12 million Euros, the scholars concluded that the net gain 

was 37 million Euros. Moreover, the foreign productions brought on the opportunity 

for Italian cinema professionals to be trained and to acquire new competences and get 

to know the most recent technologies in the field. Least but not last the increase of 

foreign film production in Italy resulted in the promotion of Italy itself and of the so-

called “made in Italy” in the world.  In fact,  relevant examples of foreign productions 

which were shot in Italy, only in 2010,  are “The American” (which was the first 

foreign production which benefited from the incentive) , “The Tourist”, “Eat pray and 

Love” “letters to Juliet”, “Nine”, “Somewhere” and “Barney’s version” . 

This tendency continued to increase from 2010, as it shown by the analysis on the 

sector conducted in 2012 by ANICA and MIBAC and presented during a conference at 

the Biblioteca dei Gesuiti in Rome37. In fact, the foreign investment in film production 

in 2011 amounted to 90 million Euros and raised to 156 million Euros in 2012 with an 

increase of +73%38. 

Moreover, the data showed that the number of films produced increased to 166 (the 

highest number since 2000) and 64% of them (106 films) took advantage of the tax 

credit. At the same time co-productions, which amounted to 23 in 2011,  rose to 37 in 

2012 (with French companies as major partners in the co-production). Finally, the 

                                                           
37

 Cinema and Video International (rivista di informazione ed approfondimento cinematografico 2013 ed P. di Marra) 

“Cinema Italiano 2012 – Essenziale il tax credit”; p 15 
38  A. Zaccone Teodosi, E. D’Alessandri- Il cinema salvato dal tax shelter (Newspaper article ) page 1 
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total investment in cinema production rose: in 2011 423 million Euros were spent in 

Italy in film production compared to 493 million Euros spent in 2012 (resulting in an 

increase of 17%)39 

Not only did foreign investments increased thanks to the introduction of tax credit in 

Italy, but also national investments in production increased, amounting to 23 million 

Euros only during the first year of implementation of the facilitation40. 

United Kingdom’s film production incentive system, was evaluated as well using the 

same input-output model. 

Sam Moore, Director of UK consulting Oxford Economics, presented a report on 

Economic Impact of the UK core film industry in 201141. Where “UK films” are defined 

as any film production carried out in the UK. According to this research the Film Tax 

Relief was estimated to have generated £12 in GDP for every £1 spent in the 

industry42(€14,1 in GDP for every €1,18 spent). Moreover, they estimated that in 

absence of Film Tax Relief film production would fall by 71% and national GDP would 

be reduced by around £1,4 billion a year(€ 1,65 billion).  

The research also evaluated the core impact as well as the direct, induced and 

additional impacts of the UK film industry in 2011. Its main results are summarized in 

the following chart (Table 2.3). 

                                                           
39 A. Zaccone Teodosi, E. D’Alessandri- Il cinema salvato dal tax shelter (Newspaper article page 1) 
40  V. Neri -  Tax Credit: fa bene al cinema italiano e attira gli stranieri a Cinecittà - Cinecittà News (newspaper article 
page 2) 
41  Presented on 17th September 2011 
42 S. Moore – The Economic Impact of the UK Film Industry in 2012- Oxford Economics; page 11 
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Table 2.3 – The Economic Contribution of the core UK film industry 2011 

source: Oxford Economics 

 

The total economic impact of core UK film industry in 2011 amounted to about 5,3 

billion Euros and 117.400 full time equivalent (FTE) jobs43. Direct impact and 

multiplier impacts each amount to 1,8 billion Euros and about 43.900 FTE jobs. In 

conclusion the additional impact accounts for 29.600 FTE jobs and about 1,6 billion 

Euros. 

On the contrary, the situation in Spain was not evaluated with an economic modeling 

system.  However, according with the Spain Film Commission, in the last years Spain 

has lost a conspicuous number of filming opportunities in favor of other countries such 

as France, United Kingdom or Malta because they have a better tax incentive 

                                                           
43 Source Oxford Economics (2011); page 15 



35 
 

system44. In fact, as Carlos Rosado, Spain Film Commission president and founder,  

affirmed “having a fiscal incentive policy for film production is as crucial as having 

good weather. In fact, it is an indispensable tool in order to compete with other 

locations which do the same in order to attract big foreign productions”. 

Unfortunately, the situation is not homogeneous in the whole country. Besides the 

Valencian community and the Canary Islands, which attract many productions thanks 

to their incentive systems, the other regions are struggling45. However, the industry 

seems to be taking steps toward change , in fact, the new head of ICCA Susana de la 

Sierra and her team are working on a project that should bring Spain back to a 

competitive arena once again. In particular, they are working on a new patronage law 

that provides 18 percent tax reductions for private investors in an attempt to 

commercialize and privatize the industry and to make up for some lost funding.  

At the same way, France is raising its fund in order to make its incentive system more 

competitive on the market. As a matter of fact, in 2009 the French government 

introduced an incentive system which provides tax rebate for international productions 

(TRIP). From 2009 to December 2012 (2 years), 53 productions have taken 

advantage of the incentives for an overall expenditure in France of 243 million of 

Euros46. However, almost 70% of France’s bigger budget productions, chose to shoot 

abroad because of more attractive tax incentives, with the result of an expenditure of 

more than 10 million Euros in a foreign country47. For the reasons mentioned above, 

French deputies have approved a motion to raise the ceiling of the TRIP ( up to 10 

million of Euros48) and to add accommodation to the list of eligible expenses. 

Moreover, changes will also affect France ‘s tax rebate aimed at local film productions, 

raising the limit from 1 million Euros to 4 million Euros49. Hopefully, this measures will 

                                                           
44  A. R. Maza -La pelìcula que me hizo visitar España – SAVIA Revista de economia y gestion de Viajes N10- Epoca V- 
Mayo 2012; page 44 
45 A. R. Maza -La pelìcula que me hizo visitar España – SAVIA Revista de economia y gestion de Viajes N10- Epoca V- 

Mayo 2012; page 44 
46

  M. Goodfellow – Ceiling on Tax Rebate for International Production could rise $12.9 (€ 10m) from $5.1 (€4m)- 
December 2012 – screendaily online article (page 1) 
47 M. Goodfellow – Ceiling on Tax Rebate for International Production could rise $12.9 (€ 10m) from $5.1 (€4m)- 
December 2012 – screendaily online article (page 1) 
48 It currently ammount at 4 million of Euros 
49 M. Goodfellow – Ceiling on Tax Rebate for International Production could rise $12.9 (€ 10m) from $5.1 (€4m)- 
December 2012 – screendaily online article (page 1) 
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increase the number of foreign productions shooting in France and will bring France’s 

bigger budget productions back home. 

Even if French system remains the most generous incentive scheme in Europe with a 

total expenditure of over 500 million Euros (between National and Regional funds), 

the amount allocated by the German one is still very high. It incentivizes the film 

industry both at regional and national level with a total annual support of 344,1 

million Euros in 201150. The funds are managed by the German Federal Film Fund, 

established in 2007, on the initiative of the Federal Government commissioner for 

Culture and Media (BKM). This was supposed to work for three years, but due to the 

good results reached it was extended for three more years. 

According with the journalist Ed Meza “Germany has one of the most generous 

incentives system in Europe. Coupled with state-of-the-art studios in Berlin, Munich 

and Cologne and myriad local producers eager to partner with international co-

producers, filming in Germany has become a dream destination for many”51. In fact, 

in the recent years many successful international films where either produced or co-

produced in Germany. Alongside numerous European co-productions renowned films 

like  Quentin Tarantino’s “Inglourious Basterds”, Roman Polanski’s “The Ghost Writer”, 

Roland Emmerich’s “Anonymous” or “Hansel and Gretel: Witch Hunters”, have profited 

from the program. 

Finally, data on the trend of Danish publicly generated investment in the film industry 

are not available. However, Danish Film Institute (DFI), established in 1972 and with 

a  budget of 62 million Euros(in 2013), is giving a consistent boost to Danish film 

production. Moreover, the recent nomination of the experienced producer Thomas 

Gammeltoft as CEO of the Copenhagen Film Fund (a recently born regional fund) is 

definitely a way to stimulate inward production investments into the local economy, to 

keep Danish productions at home and put the Danish capital on the global film map. 

                                                           
50  Data by European Audiovisual Observatory 
51 Variety online Magazine – Ed Meza – May 6 2011; http://variety.com/2011/film/news/germany-incentives-modern-
facilities-lure-productions-1118036004/ 

http://variety.com/2011/film/news/germany-incentives-modern-facilities-lure-productions-1118036004/
http://variety.com/2011/film/news/germany-incentives-modern-facilities-lure-productions-1118036004/
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Evaluating whether a film incentive scheme is effective and has a positive impact on 

the industry, or not,  is a difficult task. Making comparisons, is even more difficult, 

since the data available are not always homogeneous. Therefore, the chart below 

(table 2.4) is aimed at summarizing the above discussion and make a comparison 

using the main visible effect of the incentive system: the ability to attract foreign 

production, the ability to incentivize national production, the increase of the 

expenditure in the field and in the increase of the number of film produced. 

 

 

 

 

 

 

 

Table 2.4 Own Processing Data 

 

 

 

 

 

 

 

 

 

Country Ability to 
attract 
foreign 

Productions 

Ability to 
incentivize 
National 

Production 

Increase of 
the 

expenditure 

in the field 

Increase 
number of 

film 

produced 

United 

Kingdom 

Yes Yes yes no 

Italy Yes Yes yes yes 

France No Yes - yes 

Spain No Depends on 
the regions 

- no 

Germany Yes Yes - yes 

Denmark - Yes - yes 
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3. European Countries:  different approaches to movie incentives 

 

3.1 European Union: the MEDIA programs 

 

The European film industry has been affected by the policies adopted by each single 

country in the last years. However, the European Union have always played an 

important role in this field, pursuing dispositions at a community level. 

Since the beginning, with the Maastricht treaty in 1992, it has been established to 

take into account the cultural aspects when delineating policies, as a duty for the 

European Commission. As a matter of fact, one of the main aims of the European 

Union is to reach a cultural union thanks to the spread of European culture and the 

promotion of its cultural heritage. This has been pursued thanks to the establishment 

of policies, which promoted culture in general, and literature and cinema in particular.  

Moreover, the cinema industry is not always able to be profitable and it rarely is self-

sufficient in terms of an economic perspective. Nonetheless, it is a channel to spread 

culture and to tell stories. Therefore, the adoption of a public aid is necessary, as it 

has a corrective action on the market mechanisms. 

For the reasons listed above, the European commission started to take the first steps 

towards cinema promotion in 1984, with the presentation of a book on the 

establishment of the broadcasting market. Afterwards, the European council issued 

several resolutions aimed at developing a European industry of TV programs, fighting 

movie piracy and harmonizing the rules governing film and other audiovisual products 

distributed in European countries.  

In addition to it, at the end of the ’80 the European Commission encouraged the 

adoption of rules aimed at developing a real European cinema industry, such as the 

directive 89/552/CEE of 1989 about television broadcasting of audiovisual products. 
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This triggered also a debate with the national authorities and with the field operators, 

leaving them the task of defining the appropriate measures. 

Since the beginning of the 90s, the audiovisual sector has gone through a serious 

crisis due to the technological transformations occurred both on the production and on 

the distribution side. In order to respond to this global crisis of the sector, the 

European Union started to question the role and the future of this field.  The film 

industry was thought to be one of the highest growing potential sector and 

consequently the one providing highest number of new jobs52. Therefore, the 

commission delineated four fundamental objectives for the industry to achieve: 

 To become competitive on the international and extra-European market 

 To be forward-looking and to benefit from the technological development of the 

Information Society 

 To show the creativity and the features of the European populations 

 To be able to translate its growth into the creation of new jobs  

These objectives were established considering that the European film production has 

some disadvantages compared to the American one. First of all, the market share of 

European movies is very small compared to extra-European movies, in particular 

compared to the American one (as it was showed in the first chapter). In addition, 

European movies are rarely distributed overseas and they hardly ever cross European 

border. Finally, the extra-European films are supported by substantial investment for 

their promotion and distribution in Europe as well, and thanks to this, they manage to 

multiply their box office revenues (which considering the present bad situation of the 

DVD market, are extremely relevant to the business support). 

Regarding production and co-production, the European council did elaborated some 

specific tools: 

1. “Eurimages”: created in 1988, Eurimages is the first European fund aimed at 

co-production and distribution of cinematographic products. This fund, in fact, 

                                                           
52 Il diritto di autore- rivista trimestrale della società italiana degli autori e degli editori, Valerio dei Sanctis, luglio-
settembre 2011; page 332 
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finances projects of various kinds (animations, documentaries and full-length 

feature films), in four areas: co-production, theatrical distribution, exhibition 

and digital equipment for cinema theatres)53 

2. The European Audiovisual observatory: since 1992 its mission has been to 

guarantee transparency and accountability in the audiovisual sector in Europe 

and create data in order to spread information about the field.  

3. Establishment of the Education Audiovisual and Culture Executive Agency (for 

the management of community action in the field of education, audiovisual and 

culture in application of council regulation (EC) No 58/200354  

4. The Media programs: the European Union supports programs for the European 

audiovisual industry. They are jointly run by the Education and Media General 

Directorate and under the authority of the Commissioner and the Education, 

Audiovisual & Culture Executive Agency55. The Media programs co-finance 

training initiatives for audiovisual industry professionals, the development of 

production projects, as well as the promotion of the European audiovisual 

work56. The first media program was established in 1991 and lasted five years. 

Other programs were issued in the following years, respectively in 1996,in 2001 

and in 2007. The MEDIA 2007 comprises a series of support measures for the 

European audiovisual industry. It is focused on training professionals, 

developing productions projects, distributing films and audiovisual programs, 

supporting film festivals57. 

The incentive and financing mechanisms listed above do not share the same finality of 

the national ones. National aids have the purpose of ensuring that the creative 

potential and the national culture are freely expressed through the creation of 

cinematographic works. Whereas, the European measures are primarily intended to 

optimize the circulation of European movies on the territory as well as the promotion 

of the European culture. 

                                                           
53

 Website of the Council of Europe: http://www.coe.int/t/dg4/eurimages/About/default_en.asp 
54See the European Commission decision of the 14th January 2005 (2005/56/EC) 
55 KORDA website-http://korda.obs.coe.int/korda.php/organisation/indexType1/id/10 
56 KORDA website-http://korda.obs.coe.int/korda.php/organisation/indexType1/id/10 
57 KORDA website-http://korda.obs.coe.int/korda.php/organisation/indexType1/id/10 

http://www.coe.int/t/dg4/eurimages/About/default_en.asp
http://korda.obs.coe.int/korda.php/organisation/indexType1/id/10
http://korda.obs.coe.int/korda.php/organisation/indexType1/id/10
http://korda.obs.coe.int/korda.php/organisation/indexType1/id/10
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3.2 The United Kingdom 

 

 

 

 

 

 

 

 

 

 

Table 3.1 – UK overview – 

Data by Focus 2013 European audiovisual Observatory 

 

The United Kingdom regulations, supporting the British cinema, are based on two 

different approaches: 

 Direct approach, through national and regional agencies 

 Indirect approach, trough fiscal incentives finalized to stimulate investment.  

In 2000 those agencies working in the British cinema industry were unified in the UK 

Film Council, which started to manage about 60% of the direct funds. The film council 

closed on 31st March 2011 and most of its functions passed to the British Film 

Institute (BFI). Today the BFI is at the centre of the UK incentive policy and its 

mission is to “Encourage the development of the arts of film, television and the 

moving image throughout the United Kingdom, to promote their use as a record of 

contemporary life and manners, to promote education about film, television and the 

Population 2012 e 62.6 million 

GDP per capita 2012 e 39 604 USD 

Gross box offi ce 2012 e 
1 179 M GBP 

(1 868 M USD) 

Admissions 2012 172.5 million 

Average ticket price 2012 6.4 GBP (7,64 Euro) 

Average admissions per capita 2012 2.8 

Screens 2011 | 2012 3767 | 3817 

Digital screens 2011 | 2012 2714 | 3538 

Digital 3D screens 2012 1564 

The National Film Market Share 18,01% 

The Foreign Film Market Share 81,99% 

http://en.wikipedia.org/wiki/British_Film_Institute
http://en.wikipedia.org/wiki/British_Film_Institute
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moving image generally, and their impact on society, to promote access to and 

appreciation of the widest possible range of British and world cinema and to establish, 

care for and develop collections reflecting the moving image history and heritage of 

the United Kingdom58”. 

The BFI manages four funds: the film fund, the innovation film fund, the print and 

advertisement fund and the film export fund.  

 The film fund is the production and development core of BFI. It supports 

filmmakers who are emerging or those who are capable of creating distinctive 

entertaining work59.  

 The Innovation fund supports projects which help the UK filmmakers to make a 

successful transition to the digital age60 

 The print and advertisement fund and the film export fund do not support 

production but are related respectively to distribution and to the participation to 

international festivals61. 

 The film export fund is aimed at enhancing the export opportunities for British 

films, when they have been selected to appear at important international film 

festival. Therefore, this is not directed to production 

Focusing only on the first two funds, which cover the production phase, it is 

interesting to note that, in order to be eligible for this fund, productions have to be 

qualified as “British” according with a specific cultural test. In particular the company 

must be registered at the Company house within the UK tax net. Moreover, the 

production must pass a points-based test where the project needs 16 of a possible 31 

points to pass. It comprises of four sections: Cultural content (up to 16 points), 

Cultural contribution (up to 4 points), Cultural hubs (up to 3 points), Cultural 

practitioners (up to 8 points). 

At a regional level there are three agencies: 

                                                           
58 BFI website: http://industry.bfi.org.uk  
59 BFI website: http://industry.bfi.org.uk 
60 BFI website: http://industry.bfi.org.uk 
61 BFI website: http://industry.bfi.org.uk 

http://en.wikipedia.org/wiki/World_cinema
http://industry.bfi.org.uk/
http://industry.bfi.org.uk/
http://industry.bfi.org.uk/
http://industry.bfi.org.uk/
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 The Wales Screen Commission: it encourages productions to use Welsh 

locations, crew and facilities. The Commission markets Wales as a location and 

assists both inward investment and indigenous productions on a practical basis 

ensuring that their expenditure within the Welsh economy is maximized62. 

 The Northern Ireland Screen: it offers various funding programs across its 

economic, cultural and educational activities. Funding programs are available 

for different scopes, such as development and production of feature films. The 

funding is in the form of a recoupable loan and it is intended to assist 

completing budgets. This fund invests a maximum of 800.000 Pounds (945.120 

Euros) for a ceiling of 25% of the overall budget63. 

 Creative Scotland: it is the regional agency for the arts, screen and creative 

industries. It distributes grants from the Scottish Government and the National 

Lottery through a series of Funding Programs which allow artists, practitioners 

and organizations to apply for financial support in order to develop talent, 

create new jobs, and support widening access and participation to it. Regarding 

the Film and Television funding programs, it supports creative projects for a 

maximum of £4 million (4,72 million Euros) for the year 2013/14. 

The United Kingdom has attracted many international investors thanks to the fiscal 

incentive systems. Its incentive scheme is regulated by the Finance Act of 1997 

(successively modified in 2006) and by the Films Act (1985), which establishes the 

criteria that the film should meet to be considered “British” and, consequently to be 

eligible for the incentives. According to this system, the production companies which 

spend more than 25% of their budget in the United Kingdom are eligible for two kind 

of incentives : the tax shelter and the tax credit.  

Thanks to the tax shelter a production company could subtract the total amount of its 

investment (100%) from the taxable income. In case the production has a budget of 

over 20 million Pounds (23,628 million Euros) the deduction is reduced to the 80% of 

the investment.   

                                                           
62 Wales Screen commission website : http://ms.fs4b.wales.gov.uk/sub_sites/wales_screen_commission.aspx 
63 Northern Ireland Screen website: http://www.northernirelandscreen.co.uk/sections/19/production.aspx 

http://ms.fs4b.wales.gov.uk/sub_sites/wales_screen_commission.aspx
http://www.northernirelandscreen.co.uk/sections/19/production.aspx
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The tax credit for film productions with a budget under 20 million Pounds (23,628 

million Euros) is of 25% of the total expenses spent in the UK. For the production with 

a budget of over 20 million Pounds (23,628 million Euros) instead it is of 20%.  

Finally, film production companies, producing low budget movies, can apply for the 

Enterprise Investment Scheme (EIS). This  is designed to help smaller higher-risk 

trading companies, in every filed, to raise finance by offering a range of tax reliefs to 

investors who purchase new shares in these companies.  

 

3.3 France 

 

Population 2012 e 63.4 million 

GDP per capita 2012 e 29.4280EUR 

Gross box offi ce 2012 e 1 305 M EUR 

Admissions 2012 203.4 million 

Average ticket price 2012 6.4 EUR 

Average admissions per capita 2012 3.2 

Screens 2011 | 2012 5464 | 5575 

Digital screens 2011 | 2012 3585 | 5150 

Digital 3D screens 2012 2851 

National Film Market Share 41,20% 

Foreign Film Market Share 59,80% 

Table 3.2 – France overview – 

Data by Focus 2013 European audiovisual Observatory 

 

The Centre National de Cinématographie (CNC) was established in 1946 with the aim 

of  sustaining and promoting French cinema industry. Subsequently, in 1992 with the 

décret 91-1.131, cinema was classified as an art and, as such, subjected to public 

support. The CNC is  a public administrative organization set up as a separate and 



45 
 

financially independent entity. The centre comes under the authority of the Ministry of 

Culture and Communication and its mission consists in the regulation, support, 

promotion and preservation of the film industry. 

The CNC support to films can be “automatic” or “selective”. The first consists of a sort 

of virtual support calculated on the film income (box office, DVD revenues and TV 

sale). This is an indicator of the movie success: the higher the revenues, the higher 

the financing. Moreover, this is a restricted fund that can only be reinvested in a new 

production. The selective financing instead is given only to those projects recognized 

as valuable under a cultural perspective. This fund is usually assigned to independent 

producers in the form of recoupable loans. 

Together with the above defined direct incentives, there are the indirect ones. Those 

are managed by the SOFICA, Societés de Financement du Cinéma et de Audiovisuel, 

which are financing companies established in 1985. Their role is to raise private funds 

directed to the financing of cinematographic products, which had already received the 

CNC approval. Private investors could subscribe one “SOFICA” and receive a reduction 

of their taxable income for the 100% of their investment with a ceiling of 18.000 

Euros.  

A tax rebate incentive is provided as well, both for the national production (Crédit 

d’impot Cinéma) and for the International production which spend a substantial part 

of their budget in France (TRIP). 

The Crédit d’impot Cinéma (C.I.C.) consists in a 20% tax credit, available for French 

production companies on the 80% of the below the line budget. In order to get access 

to the C.I.C a movie has to obtain at least 38 points out of 40 at a cultural test. The 

nationality of the cast, the locations and the post-production are relevant argument 

for the cultural test. 

The Tax Rebate for International Productions (TRIP) concerns works wholly or partly 

made in France and the production of which was initiated by a foreign company. They 

have to include elements related to the French culture, heritage, and territory. The 

TRIP is selectively granted by the CNC to the line producer of the work in France. It 



46 
 

represents 20% of the eligible film expenses incurred in France, and it can total a 

maximum of € 4 million by work64. Moreover, the eligible film expenses cannot 

overcome a maximum of 80% of the film total budget. 

Finally, foreign production companies and individuals preparing to film in France 

always request the services of “Film France”, a network of 40 local film commissions 

throughout the country , which offers free information on location, crews, labor rates, 

studio facilities, post-production facilities and suppliers. 

 

3.4 Germany 

 

Population 2012 e 81,8 million 

GDP per capita 2012 e 30 1678EUR 

Gross box offi ce 2012 e 1 033 M EUR 

Admissions 2012 135.1 million 

Average ticket price 2012 7.6 EUR  

Average admissions per capita 2012 1.7 

Screens 2011 | 2012 4640 | 4617 

Digital screens 2011 | 2012 2011 | 3134 

Digital 3D screens 2012 1686 

National Film Market Share 18,10% 

Foreign Film Market Share 81,90% 

Table 3.3 – Germany overview – 

Data by Focus 2013 European audiovisual Observatory 

 

The German film industry is sustained both at the national and the regional level. 

                                                           
64 The tax rebate for International production: general description of the system – edited by the CNC,  
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At a national level there are two institutions: the Bundesregierung fuer Kultur und 

Medien (the Federal Government Commissioner for Culture and Media) and the 

Filmförderungsanstalt (the German Institute for the Cinematographic Financing).  

The Bundesregierung Fuer Kultur und Medien (BKM) is a parliament member in charge 

of coordinating the activities regarding culture and media which are defined at a 

federal level. As far as the cinema industry is concerned, the BKM is in charge of 

establishing the guidelines regarding the support to culture oriented movies and film 

awards and managing the DFFF (German Federal Film Fund ). This was established in 

2007 and a budget is assigned to the fund, every three years. The aim of DFFF is to 

promote Germany as a filming location, develop technologies and boost national and 

international production of films in Germany in order to create occupation in this 

sector. 

The Filmförderungsanstalt (the German Institute for the Cinematographic Financing) is 

a public institution established in 1968 and its rules and goals are defined every five 

years by the Cinema Support Act (Filmförderungsgesetzt). This institute develops 

each year two principal programs for film production: 

 The selective support (Projektfilmförderung) with a budget of 15 million Euros. 

This usually covers a maximum 10% of the total film budget and it is a no 

interest loan to be paid within ten years from the first screening in Germany. If 

the box office revenue is lower than 5% of the production costs, the producer is 

relieved from the burden of payment. On the contrary, with a box office 

revenue higher than 5% of production costs, 50% of the producer income must 

be used to cover the loan. 

 The automatic support (Referenzfilmförderung) is a fund given to somebody 

who had economic success with his/her previous movies and its use is 

restricted to the financing of a new project. In order to determine the success 

of a producer are taken into account two variables: the admissions and box 

office of his/her previous movies as well as any recognized award won by the 

movie.  
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At a federal level the German film industry is also influenced by the “German Film 

Services and Marketing” and the “Kuratorium Junger Deutscher Film”. The first one is 

responsible for co-productions with foreign producers and for the promotion of 

German cinema abroad. The second one, instead, promotes original works and films 

addressed to children.  

The funds and incentives present at a regional level are relevant, too. They amount at 

50% of the total funds for the cinematographic sector promotion, allocated in the 

country. 

Those funds are adopted to sponsor the single regions, and for this reason they 

depend on the expenses made on the territory. They usually try to obtain a “150% 

regional effect” which means that for each Euro received by the producer, he/she has 

to spend 1,5 Euro in the territory.  

The DFFF is also responsible for the supervision of the German tax incentive system. 

This is based on a tax credit of 20% of eligible German costs for EU co-production Or 

German film. A cultural test is implemented in order to assess whether a film can be 

considered “German”. As in the French case, it comprises questions about cast 

nationality, the locations and the post-production. 

Moreover, this tax credit has some limitations. First of all, 75% of the financing cost 

has to be in place in order to apply for this incentive. Secondly, the 25% of the film 

budget has to be spent in Germany. Finally, the budget must be minimum 1million of 

Euros or 200,000 Euros for documentaries. 

A service of location finding and information delivery is available in Germany too, this 

is provided by the Regional Agency Indo-German Film which operates mainly in the 

Bergstrasse region and is very much utilized by Bollywood  productions. 
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3.5 Spain 

 

Population 2012 e 46.3 million 

GDP per capita 2012 e 20.6024 

Gross box office 2012 e 611.1 M EUR 

Admissions 2012 93.6 million 

Average ticket price 2012 6.5 EUR 

Average admissions per capita 2012 2.0 

Screens 2011 | 2012 4040 | 3998 

Digital screens 2011 | 2012 1545 | 1800 

Digital 3D screens 2012 980 

National Film Market Share  19,50% 

Foreign Film Market Share 80,50% 

Table 3.4 – Spain overview – 

Data by Focus 2013 European audiovisual Observatory 

 

The Spanish government allocates every year about 107,7 million of Euros65 and these 

resources are managed by the Instituto del Cine y las Artes Audiovisuales (ICAA) 

which is responsible for regulating and financing the cinematographic activity in Spain. 

Its support covers the whole process of film making, from pre-production to 

promotion and exhibition and every kind of audiovisual product (short-films to long 

feature films, fiction, animation, creative documentaries and films for television)66. 

The public aid bestowed by the  ICAA is related to: 

 Film costs, which include production costs, producer’s income (with a ceiling of 

5% of production costs) fixed costs (with a ceiling of 5% of production costs), 

financial costs (with a ceiling of 10% of production costs). 

                                                           
65 La via italiana al tax credit ed al tax shelter per il cinema. Osservatorio dello spettacolo, MIBAC, Aprile 2011, page 
44 
66 Spainsh public support for film and other audiovisual works- edited in 2011 by the Ministero de Cultura y ICAA page 
1 
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 Producer Investment, defined as the real amount of money that the producer 

invests in the project, not considering public regional and national funds 

The majority of ICAA aids are non-repayable grants assigned according to automatic 

and objective criteria, while a small part of the funds is used to support selected 

projects. Production companies usually receive a contribution equal to the 15% of the 

film revenues after the first year since the first screening, with a ceiling of 33% of the 

movie production costs. Supplementary, incentives have been implemented in order 

to encourage creativity and a renewal of the Spanish cinema. ICAA covers up to 60% 

of the budget of films which collaborate with emerging talents, such as young 

directors and actors working on experimental projects artistically and culturally 

relevant. 

Since bank loans are fundamental for the Spanish film industry, the ICAA deals every 

year in agreement with the Official Credit Institution (ICO) in order to reduce loan’s 

interest rate for those investing in the film sector. In particular, the ICO makes 

available around 50 million Euros every year to be loaned for film production and the 

ICAA allocate 2,5 million Euros to reduce the interest rate. The ICO play the 

intermediary role making agreements with private credit institutions that would 

provide small loans to producers. 

Despite the many possibilities for producers to access private funds in form of loans, 

most of them still had difficulties. For this reason, the ICAA and the Entidad de 

Gestion de Derechos de los Productores audiovisuals (EGEDA) created in 2005 the 

Audiovisual Aval, a mutual guarantee society able to help producers to access to bank 

loans, taking the risk of the loan. As regards tax breaks, the Spanish incentive system 

provides tax exemptions up to 20% to the film producer. 

Finally, at regional level, there are many agencies which aim at supporting the 

Spanish film sector. Among them, the one form the Valencian community and the 

Canary Island are noteworthy. Those deals with location finding and provide other 

kind of services. 
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3.6 Italy 

 

Population 2012 e 60.6 million 

GDP per capita 2012 e 27.2209 

Gross box office 2012 e 609 M EUR 

Admissions 2012 91.3 million 

Average ticket price 2012 6.7 EUR 

Average admissions per capita 2012 1.5 

Screens 2011 | 2012 3227 | 3227 

Digital screens 2011 | 2012 1519 | 2112 

Digital 3D screens 2012 1131 

National Film Market Share 26,50% 

Foreign Film Market Share 73,50% 

Table 3.5 – Italy overview – 

Data by Focus 2013 European audiovisual Observatory 

 

Culture sponsorship and preservation is part of the fundamental rights granted by the 

Italian Constitution (art. 9) and it is a widely debated topic at all institutional levels in 

the Italian Government. That was even more evident after the modification of the 

Constitution in 2001, introducing the so-called “horizontal subsidiariety”.  

All sector of culture and art are sponsored by the public aid, in particular by FUS 

(Fondo Unico per lo Spettacolo). This fund is aimed at supporting the performing arts 

(theatre, music, cinema ect) which are not able to find in the market the necessary 

condition to subsist. This happens either because the demand is low, or because they 

are not able to attract the necessary private capital to support their activity.  

Regarding the cinema industry, the FUS cinema (the amount of FUS spent to 

incentivize film production and distribution) has a very low budget and its use is not 

efficient. The last data available are from 2009, when the FUS cinema amounted 
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about 96 million of Euros and it was used to cover part of the financing of 212 films: 

only 60 of them were exhibited in cinema theatres67. 

Moreover, there are small regional fund which integrate the national direct funding 

system. Those are the Apulia Film Commission and Fund (with a  budget of about 3 

million of Euros)68, the BLS and Südtirol-Alto Adige Film commission and Fund (with a 

budget of about 5 million) and the Lazio Region Film and TV production Fund (with a 

budget of about 15 million).  

However, cinema industry in Italy is also supported with a complex system of 

incentives which implies the combination of tax breaks, for those who invest in movie 

production and the concession of loans to producers. This incentive system was 

defined with the financial law of 2008 (law of 24th December 2007, n.244, art.1) 

aimed at increasing the resources available for film sector industries, like producing 

companies, but also distributors and exhibitors. The measures pursued by this law 

consist in the application of three tools: the tax credit, the tax shelter and a 

contribution to the movie theatres. Those are directed to two categories of movies: 

Italian films and foreign films. The first category is composed by films qualified as 

“Italian” by the Ministry of Culture, according to UE Convention. 

For Italian productions is applicable a tax credit of 15% with a ceiling of 3,5 million 

Euros. The main condition for this is that 80% of the credit is spent in Italy (i.e. 15% 

x 80%= 12% of the budget). 

For the Foreign film tax credit, on the other hand, the percentage is higher (25%) and 

the ceiling is up to 5 million Euros. The conditions include that the Italian expenses do 

not have to exceed 60% of the film budget, whereas expenses in other European 

countries are eligible up to 30% of the budget.  

The tax credit can be used to offset any tax debt including Corporate Taxes, Regional 

Taxes, social contribution and taxes withheld on labor cost. However, in order to 

comply with EU requirement for state aid, all categories have to pass a “cultural” test,  

                                                           
67 Source: MIBAC website . 
68 Data Source: KORDA  Database 
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with a very high score (at least 70%).  This consist in two main requirements: either 

the production is Italian or the film is considered to be of cultural interest according 

with the Cinema Commission for the Cultural Evaluation (Commissione Cinema per il 

riconoscimento di interesse culturale). Moreover, for investors external to the cinema 

field, willing to invest part of their earning in a movie project, a special tax credit 

system is implemented: the External Tax Credit. It is a tax credit of 40% with a 

ceiling of 1 million of Euros.  

The tax shelter as well has different conditions for Italian films and foreign ones. In 

the first case, it is applicable up to 100% of the income only if reinvested in another 

Italian production. For foreign film instead it is applicable up to 30% of income only if 

reinvested in another Italian production. 

 

3.7 Denmark 

 

Population 2012 e 5.6 Million 

GDP per capita 2012 e 40.4635 EUR 

Gross box office 2012 e 106 M EUR 

Admissions 2012 13.6 Million 

Average ticket price 2012  

Average admissions per capita 2012 2.4 

Screens 2012 406 

Digital screens 2012 392 

Digital 3D screens 2012 234 

National Film Market Share 28,70% 

Foreign Film Market Share 7130% 

Table 3.6 – Denmark overview – 

Data by Focus 2013 European audiovisual Observatory 
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Denmark provides a significant level of direct funding to support the production of 

Danish Films thanks to the Danish Film Institute (DFI), but there are not specific tax 

incentive schemes to encourage private investment in the audiovisual sector69. 

Denmark’s direct support to the audiovisual sector started in 1994 with the “Film Act” 

which has been operating through the Ministry of Culture so far. The first article of the 

Film Act states that the objective of the Act is “to promote film art, films, and cinema 

culture in Denmark”. This finality is pursued by the DFI together with some small 

regional funds and the Nordic Film and Television Fund. 

The Danish Film Institute (DFI) supports promotion, exhibitions and distribution of 

films, but its main subsidy areas are film production and development. Its mission is 

to “promote diversity and risk-willingness in the industry, by offering a variety of 

gateways to production support, by highlighting talent development, by keeping a 

sharp eye on new digital platforms, and by encouraging international coproduction 

partnerships”70. DFI has also a long tradition in supporting films for children and 

addressed to a young audience: as a matter of fact, it allocates 25% of the budget on 

this area71. For 2013 the DFI fund budget amounts to 62 million Euros. 

Regarding feature film, DFI offers several programs: 

 Market program: addressed exclusively to films with high revenue potential, the 

ones having good chances to be successful on the market 

 Minor co-production program: addressed to Danish producers willing to invest 

in foreign productions. 

 The Film commissioner programs: supporting films of proven artistic merit. The 

subsidy provided by these programs could be both for the development and the 

production phase. The commissioner independently decides if and when a 

project has matured, content-wise and artistically, to the point where DFI can 

                                                           
69 Australian film commission report, August 2010, Appendix B4 - Denmark 
70 DFI website : http://www.dfi.dk/service/english/funding.aspx 
71 DFI website : http://www.dfi.dk/service/english/funding.aspx 

http://www.dfi.dk/service/english/funding.aspx
http://www.dfi.dk/service/english/funding.aspx
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 begin the actual case-processing to determine the amount of the production 

subsidy72. 

In Denmark there are several regional funds supporting the cinema industry. The 

most relevant one is the Copenhagen Film Fund (CFF) launched in January 2013 after 

years of political struggle73. The aim of this fund is to “put the Danish capital on the 

movie map, attract foreign productions, keep Danish productions at home, and create 

jobs and growth”74. Every year, the program will support around 10-15 projects of 

different kind (documentaries, TV series and co-productions). CFF allocates a 4.7 

million Euros budget for three years. As Ulrik Bolt Jørgensen, project leader of the 

fund’s working group, said “The fund can also invest in order to retain renowned 

Danish directors who would otherwise shoot abroad”75. 

Another regional fund is FilmFyn which operates in the South Funen region. It is a 

small fund with a budget of about 1,5 million Euros per year. It supports mainly 

feature film productions with the aim of promoting South Funen region and creating 

job opportunities for the local people. More in details, FilmFyn devolves the funds to 

productions shooting in South Funen and/or deciding to use  FilmFyn studio. 

Finally, it is important to mention also the West Danish Fund (Den Vestdanske 

Filmpulje), established in 2001 in order to support the European independent 

production companies with financial support for the development and production of 

films and television projects of different genres (fiction, documentaries, shorts, 

multimedia and animation). 

At a supranational level, there is the Nordic Film and TV Fund which operates in all the 

Nordic countries (Denmark, Finland, Iceland, Norway and Sweden), providing top-up 

financing to the production of TV films and multimedia projects. The Fund provides 

support in the form of top financing in the following areas: 

 Support for strategic development 

                                                           
72 Internal Guidelines for film commissioner- Valid from 10 December 2012- by DFI page 7 
73  See political firestorm at : http://www.dfi.dk/Service/English/News-and-publications/News/February-
2013/Copenhagen-sets-up-film-fund.aspx 
74 DFI website: http://www.dfi.dk/Service/English/News-and-publications/News/February-2013/Copenhagen-sets-up-
film-fund.aspx 
75 CFF website: http://cphfilmfund.com/en/ 

http://www.dfi.dk/Service/English/News-and-publications/News/February-2013/Copenhagen-sets-up-film-fund.aspx
http://www.dfi.dk/Service/English/News-and-publications/News/February-2013/Copenhagen-sets-up-film-fund.aspx
http://www.dfi.dk/Service/English/News-and-publications/News/February-2013/Copenhagen-sets-up-film-fund.aspx
http://www.dfi.dk/Service/English/News-and-publications/News/February-2013/Copenhagen-sets-up-film-fund.aspx
http://cphfilmfund.com/en/
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 Support for production (for feature films, TV fictions and documentaries) 

 Support for cinema distribution 

 Support for dubbing 

 Support for film related cultural initiatives 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



57 
 

4. Comparison among the different incentive systems and  elaboration 

of a model 

 

4.1 Identification of recurring elements  

 

As the previous chapters have demonstrated, every European state analyzed has a 

slightly different system to incentivize the cinema production. However, some 

recurring elements can be identified. Most countries have a “mover” – an entity or 

somebody in charge of supervising and promoting the cinema industry - except Italy 

where the Ministry of Culture is responsible for art in general. 

However, in all countries there is a direct fund: considering the absolute value of the 

fund budget, in some cases it is low (around 96 million Euros in Italy, 107,7 million of 

Euros in Spain and about 140 million Euros in United Kingdom) while in others it is 

higher(about 500 million Euros in France and 340 million Euros in Germany), as it is 

showed by the table 2.2 in the second chapter. Obviously, the criteria to be eligible for 

the abovementioned incentives differ from country to country. In some of them, such 

as Italy and UK, the film has to be National according to a cultural test, in order to be 

eligible. In others, such as Germany and France, the funding can be “automatic” or 

“selective” as explained in the third chapter. Therefore, the criteria to accomplish are 

related to the marketability of the movie or its cultural relevance. 

All the analyzed states, except for Denmark, have a tax incentive system in place. In 

Italy and in the UK both tax credit and tax shelter are available, while in the other 

countries movie productions could only apply for tax credit. Obviously, these fiscal 

incentives have different amounts, such as the maximum cost affected by the 

incentive (which means usually a certain percentage of the budget), the ceiling 

reachable and the percentage applied in calculating the incentive. 

In the UK, France, Germany and Spain, grants are available in the form of recoupable 

loans or no interest loans for film producers.  
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Moreover, all countries, except Italy, have a film agency managing a database of 

locations to shoot films and giving free information on crews, labor rates and facilities 

available in the country. France is the only country where these services are delivered 

at a national level, while in Spain, UK, Denmark and Germany they are provided by 

the regional agencies. These regional agencies also provide other incentives, such as 

funds, loans and so on. 

The table below (Table 4.1) gives an overview of the common points and differences 

just described. 
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Examining the above mentioned table (4.1), it is evident that the tools used in the 

European countries to incentivize film industry are very similar. However, some of 

them are finalized mainly to incentivize local production, while others are focused on 

attracting big capitals, both locally and from the international market. This distinction 

is due to the different ratios behind the incentive systems: in the first case the aim is 

to promote local culture, whereas in the second case it is to boost the industry and to 

benefit the economy of the country. Therefore, it is possible to distinguish three 

approaches of incentive systems: 

 The Cultural-Oriented Approach: among the analyzed countries only the United 

Kingdom belongs to this category. All the incentives are devoted to “British” 

films, and as a consequence, projects have to pass a cultural test in order to 

access to incentives. 

 The Economic Approach: Denmark and Germany use this approach. Their 

systems are based on criteria establishing whether the film is actually produced 

in the country (expenses made on the territory, facility used, local population 

hired, etc.) and no cultural test has to be passed. 

 Hybrid Approach: France and Italy have different systems for each case. France 

uses different incentive schemes for national productions (Crédit d’impot 

Cinéma) and foreign productions (Tax Rebate for International productions – 

TRIP). Italy as well established different incentive measures for National and 

Foreign films.  

 

4.2 The producer’s point of view 

 

As already stated in the introduction, the aim of this thesis is to assess which one of 

the selected countries is the most “ciak appealing”: as to say which is the one where 

film production would be more cost efficient. 

In order to answer to this question, it is necessary to consider the producer’s point of 

view. What are his or hers main concerns? How does he or she decide where to shoot? 
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First of all, the producer will select a specific subject or script, deciding whether to 

make the movie or not. Obviously, production companies could have many reasons for 

choosing to produce a specific film. They could do it for economic reasons, especially 

when they forecast that the project will probably gain a high box office revenue. This 

assessment is made keeping in mind some variables such as the cast involved, the 

script, the director engaged in the project, if the project is a sequel, if it was already 

bought by distributor (distributor pre-sale), if it gained good sales forecast (made by 

distribution companies), whether or not companies would be interested in making 

product placement, whether or not there are investors willing to support the project 

and, last but not least, whether it could benefit from incentives.   

Secondly, the producer will consider the costs of all the film creation phases: 

development, production, post-production, distribution. However, this thesis is 

focused on the production incentives in a strict sense, therefore it will focus only on 

the cost effectiveness of this phase. 

Considering this, it is important to make a distinction between big production 

companies, which have huge funds and whose logic are complex and highly related 

with the market forces, and small low budget companies, for whom it is essential to 

reach breakeven point when releasing a film.  

For these small production companies, having or not access to a direct financing 

measure or an indirect incentive (such as tax breaks or access to facilities), could 

make the difference in deciding whether to produce the movie or not. Therefore, these 

production companies would be interested in selecting the country where to shoot the 

film, basing the decision on the kind of incentives they have in place. Obviously, 

moving the production to a different country could be expensive, therefore, the 

producer should always consider the trade-off between having incentives and paying 

high transfer fees.  
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4.3 Who is the most “ciak” appealing: Elaboration of a Model 

 

A model is proposed in order to assess which country, among the ones analyzed, is 

the most “ciak appealing”. 

This model identifies some criteria which producers generally take into account when 

choosing where to shoot. These criteria can have either an economic rationale, such 

as fiscal incentives, or a practical one, such as the availability of facilities. The 

selected criteria are related exclusively with the production phase. Obviously, when 

choosing to produce the film in a foreign country, a producer should also take into 

account the incentives, the consequences of making also post-production there as well 

as the following phases of the project (i.e. promotion and distribution of the movie). 

This work has only been focused on the production incentives, therefore those other 

criteria have not been taken into account. Moreover, in addition to the incentives 

considered below, every country has other kind of incentives, like the fiscal ones 

regarding hiring young people or hiring with “freelance contract” (specific contracts 

that allows to hire just for the duration of a project). However, being these incentive 

addressed to all fields, and not only the cinema one, they have not been taken into 

consideration. Finally, as it was showed in the previous chapters, some of the 

analyzed countries give the possibility to producers to get several loans of diverse 

amount at advantageous conditions. These criteria were not evaluated due the 

impossibility to make a comparison of the different systems, since the amount of the 

loan and the conditions are often defined case by case, depending on the supposed 

performance of the film. 

 Criterion 1: the possibility of finding the proper location. Obviously, the 

choice of a location depends on the script but in many cases the locations are 

easy to be adapted as if they were different places in the world. Some countries 

have more variety of landscapes, however, almost every country in Europe is 

easily eligible as a location. Assuming that the required location is easy to be 

found (a street in a city, the countryside or a mountain), there are other 

variables to consider. The weather conditions, for example, are fundamental. If 
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the film needs to be shot in January in a sunny landscape, probably snowy 

Denmark is not a good idea. Keeping this in mind, the access to location 

agencies remains the most important variable. These agencies in fact, having 

the script, can develop a scheme of the necessary locations, the relative costs 

and deal with the necessary authorizations. 

 

 Criterion 2: the possibility to get direct funds: in other words, the 

presence of direct incentives. To evaluate this criterion, it is essential to 

establish whether the contribution is a financing or a loan. In the second case, 

the terms and conditions of the payback must be kept in mind: when does the 

payback expires? What is the interest rate? Does the payback depend on the 

financial performance of the movie at the box-office? Finally, a possible cultural 

test needs to be considered. In fact, in some cases just shooting in the country, 

tackling a topic of cultural relevance or also hiring a key talent (main actors, 

script writer, director) from a certain country, could be enough to pass a 

cultural test. In that case, it is necessary to consider the trade-off of trying to 

comply with the test, taking advantage of the incentives or shot the movie in a 

different place. 

 

 Criterion 3: the existence of incentives for investors outside the movie 

field. With this kind of incentives, wealthy people or even industries, who 

would like to invest in a movie production, may benefit from tax reduction or 

other kind of incentives. Consequently, this can attract capital to the movie 

industry and producer may prefer to shoot a movie where this kind of incentive 

is in place. After considering that, it is important to understand the advantages 

for the investors, assessing which country is more effective. 

 

 

 Criterion 4: access to skilled personnel and staff as well as other sort of 

services, such as studio facilities and post-production facilities. This is quite 

difficult to evaluate. On the one hand, a country with a long cinema tradition 
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has probably a more developed industry, with skilled professionals, schools to 

prepare the main technicians required for cinema production. On the other 

hand, having a good film agency, better if at national level, is a perfect tool to 

put in contact the specialists of the sector and to offer the best facilities to the 

producer. 

 

 Criterion 5: the presence of tax shelter. The possibility of getting a tax 

shelter is definitely a rationale in the choice of the right country. This incentive 

allows the production to spend less for taxes, making the production 

significantly less expensive. Once defined whether or not this tool is in place, 

the producer has to evaluate the best tax shelter considering variables. First of 

all, the percentage of income that will be subtracted in the tax calculation: the 

higher the percentage, the higher the saving. Secondly, the conditions to be 

eligible for the tax shelter (the cultural test, the minimum budget and so on). 

 

 Criterion 6: the existence of tax credit on the movie expenses. 

Obviously, this is an incentive to produce the movie in a certain area. However, 

not all tax credits are the same and it is possible to evaluate which one is 

advisable. There are several variables to take into account: the tax credit 

percentage, the ceiling and the condition necessary to be eligible. The latter can 

be very strict and cut out many productions. In fact, these generally are 

concerned with: the amount of funding already in place at the moment of the 

application, the fact that the expenses are realized in that specific area, the 

kind of expenses realized and the minimum budget.  

The above criteria are a good measures of the attractiveness of a country for film 

producers. Obviously, they are satisfied at different levels in the various country. 

Therefore, a score was given to each country in each criterion. This evaluation will 

give scoring from 0 to 4, according to the considerations related to each criterion.  

A country can get 0 in a certain criterion when there is no incentive, while it can score 

4 if it has the incentive with the best conditions or limitations possible. 
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Criterion 1 

 

The table above describes the total scores in the 6 analyzed countries in criterion 1. In 

order to define these scores three variables were took into consideration. First of all, 

the usual weather conditions of the country: 1 point is given to the countries with 

Mediterranean climate and, therefore, a particularly mild weather. The second variable 

is the presence of location agencies. As described above, those agencies are really 

relevant because they make the breakdown of locations for free, giving the producers 

a list of locations to choose from and, once the proper location is chosen, they also 

deal with authorizations. As a consequence, these agencies are more effective when 

they operate at national level rather than regional. One point is given to each country 

with a location agency operating locally, while 2 points are given to each country 

having a location agency working at a national level. The third variable regards the 

possibility of finding beautiful locations: the definition of this variable requires the 

Unesco World Heritage sites as a criterion. Among the analyzed countries the average 

number of Unesco Word Heritage sites is 33. Therefore, the countries having more 

than 33 of those sites will get 1 point. 

According to the KORDA, the database of the European Audiovisual Observatory, film 

agencies are present in all the analyzed countries except Italy. Moreover, France has 

one of the best location services, since its agency operates at a national level.  

In conclusion, the United Kingdom and Denmark scored 1, because of the presence of 

a location agency. Italy scored 2, because of the mild weather that characterizes the 

country (1) and it has got 49 Unesco World Heritage sites (1). Spain scored 3 for the 

presence of a location agency (1) and its Mediterranean climate (1) and it has got 44 

Unesco World Heritage Sites (1). France scored 4 for the location agency operating at 

national level (2), for a Mediterranean climate(1) and it has 38 Unseco World Heritage 

 UK France Germany Spain Italy Denmark 

Criteria 1 

(location) 
1 4 2 3 2 1 
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sites (1). Finally, Germany scored 2 because it has a regional location agency (1) and 

it has 38 World Heritage Unesco sites. 

 

Criterion 2 

 

The table above describes the scores of the 6 analyzed countries in criterion 2. Given 

the extreme diversity of the conditions under which a production is eligible for a grant, 

the above grades were given keeping in mind the funds amount in absolute value and 

the strictness of the applicant conditions. Moreover, only direct fund in form of grants 

has been taken into account and not the loans, since to evaluate them it would be 

necessary to consider different variables. 

Regarding the first variable 1 point is assigned to those giving direct funding for an 

amount which is lower than 100 million Euros (Italy and Denmark), 2 points are given 

to those providing direct funding for an amount between 100 and 300 million Euros 

(Spain and UK) and 3 points are assigned to those giving direct funding for more than 

300 million of Euros (Germany and France).  

In addition, regarding the strictness of the application condition, every fund is 

different and in some country there are even more than one fund, each one having 

different application criteria. Since this model is focused on  foreign producers, who 

intend to choose the best country where to shoot in, one point is given to those 

countries where no cultural test is needed (at least for part of the direct funding) and 

foreign productions can access to it. In fact, as explained in detail in chapter 3, some 

countries requires production to pass a cultural test in order to be eligible for the fund. 

 UK France Germany Spain Italy Denmark 

Criteria 2 
(direct 

Funds) 

2 4 4 3 1 2 
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For example they must employ local talents or tackle topics relevant for the country 

itself. 

Therefore, the United Kingdom scored 2 because its direct funding amounts to 14 

million Euros. France and Germany scored 4 because their direct funding amount 

accordingly to 340 million Euros (3) and to 500 million Euros (3) and they do not 

require a cultural test (1). Spain scored 3 reaching 107 million Euros (2) without a 

cultural test (1). Italy scored 1 because of its 96 million Euros direct funding amount 

(1) and Denmark scored 2 with 67 million Euros (1) and not requiring a cultural test 

(1).  

 

Criterion 3 

 

The table above describes the scores of 6 analyzed countries in criterion 3. Incentives 

addressed to investors outside the cinema industry can attract huge capitals and can 

be very advantageous for specific productions. However, they can be in place because 

directed specifically to the cinema industry or because they are part of a bigger state 

incentive plan, which is aimed to benefit different risky sectors such as the cultural 

field and the innovation technology field. In the latter case, 2 points are given, since 

investors could choose to take advantage of the incentive but they can also invest in 

another field. In case the incentive is only directed to the cinema industry, 4 points 

are given: in fact it would have an higher positive impact on the productions.  

Incentives for investors outside the cinema field are present only in Italy, France and 

in the United Kingdom.  

 UK France Germany Spain Italy Denmark 

Criteria3 
(investors 

Incentives) 

2 4 0 0 4 0 
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In Italy (4) they are implemented by the “external Tax Credit”, in France (4) by the 

SOFICAs and, in both cases, they are specifically directed to the cinema field. In the 

United Kingdom (1), instead, the Enterprise Investment Scheme (EIS) is not only 

focused on the cinema sector, but it is addressed to all the small or high-risk business 

seeking for investors. Germany, Spain and Denmark scored 0, because they do not 

have this incentive. It is remarkable that Spanish government is working to 

implement such incentives, so its score could change in the next years. 

 

Criterion 4 

 UK France Germany Spain Italy Denmark 

Criteria4 
(access to 

skilled staff) 
2 4 2 1 2 1 

 

The table above describes criterion 4. In order to evaluate this criterion 3 variables 

will be taken into account: 

 As explained before, a country with a longer cinema tradition has more 

possibilities to have skilled personnel. Therefore, it may score 1 point. In order 

to assess whether or not cinema is a relevant sector in this country, the 

number of “Oscar” for Best Foreign Film, the country has won. It is considered 

the average number of Oscar for Best Foreign Film won by the analyzed country 

(5,8), consequently every country who won more than 5 of them get 1 point 

 If at least one production company which is listed among the first 5 of the top 

Independent Film Companies in Europe76 is based in the country, it will get 1 

point. This is due the fact that if one of the top 5 independent film companies is 

based there, there will be necessarily also skilled human resources. 

 The presence of a film agency, connecting operators of the sector and the 

skilled personnel, and giving information on the available services, is also very 

relevant. Therefore, if the country has such an agency, it will get 1 point. 

                                                           
76 According to the BFI (Table 1.10) 
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Moreover, if this agency operates, not only at regional, but also at national 

level, it will score 2 points. 

The United Kingdom scored 2 because Ingenious Film Partner, a famous independent 

company, is at the fourth place among the top Independent film companies (1) and it 

has a film agency operating at regional level (1). France scored 4 having a long 

cinema tradition as 12 French movies won the Oscar as Best Foreign Film (1); it has 

one of the major European players in the cinema industry: Pathé Production and 

EuropaCorp, which are respectively at the second and third place among the top 

independent companies in Europe (1); finally, it has a film agency operating at 

national level (2). Germany scored 2, as Constantine Film is ranked at the first place 

among the top independent companies in Europe (1) and it has a film agency 

operating at regional level (1). Italy scored 2 with its long cinema tradition (13 Italian 

films won the Oscar award as Best Foreign Film) (1) and Filmauro is the fifth in the 

top independent companies in Europe (1). Finally, Denmark scored 1 because it has a 

film agency operating at regional level (1). 

 

Criterion 5 

 

The table above describes the scores in criterion 5. The Tax Shelter incentive is very 

relevant since it reduces the tax payer’s total income, decreasing the amount of 

money used in calculating the tax due. This kind of incentive is in place only in the UK 

and in Italy. The percentage applied is the same (25%), while the requirements and 

limitations are similar, therefore it is not possible to make a comparison among the 

systems and they both scored 4. France, Germany, Spain and Denmark scored 0 

because they do not have tax shelter for film productions. 

 UK France Germany Spain Italy Denmark 

Criteria 5 

(Tax 
Shelter) 

4 0 0 0 4 0 
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Criterion 6 

 

The table above describes the scores in criterion 6. In order to assess this criteria, 

three variable variables have been taken into account. 

First of all, the presence of the tax credit incentive itself: all the countries with this 

incentive in place scored 1. Secondly, the percentage used to calculate the tax credit: 

the countries having a tax credit of 20% or less will get 1 point, whereas those having 

a tax credit over 20% (at least for specific project categories) will get 2 points. Finally, 

being this model focused on foreign producers who intend to choose the best country 

to shoot in, 1 extra point is given to those counties with a tax credit incentive 

specifically addressed to this category. 

Denmark is the only country without a tax credit incentive, therefore it scored 0. The 

United Kingdom has a tax credit incentive for film production (1) that generally 

amounts to 20% (1), however, for productions with a budget under 20 million pounds, 

it amounts to 25% (1), and therefore it scored 3points. France has a tax credit 

incentive for film production (1), its percentage is equal to 20% (1) and it also has a 

dedicated tax credit for International Productions (TRIP) (1), therefore it scored 3. 

Germany and Spain have the tax credit for film production (1) and its percentage is 

equal to 20% (1), therefore they both scored 2. Finally, Italy has a tax credit incentive 

(1), its percentage is equal to 15% (1), but it could be up to 25% in specific cases 

(1), and it also have a dedicated tax credit for foreign productions (1). 

After analyzing all the possible criteria, described above, a model is suggested (Table 

4.2), in order to assess which country obtained the highest score. 

 UK France Germany Spain Italy Denmark 

Criteria 6 
(Tax Credit) 

3 3 2 2 4 0 
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Table 4.2 – Model 1 

 

As it is showed in the figure, a producer, summing up the scores obtained by each 

country for every criterion, could determine the “Total Country Coefficient”(TCC). The 

table below (Table 4.3) illustrates the Total Country Coefficients of the analyzed 

countries: 
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Score 
Criterion   

1 

Score 
Criterion   

2 

Score 
Criterion  

3 

Score 
Criterion 

4  

Score 
Criterion  

5 

Score 
Criterion   

6 

Total Country 
Coefficient 

United 
Kingdom 

1 2 2 2 4 3 14 

France 4 4 4 4 0 3 19 

Germany 2 4 0 2 0 2 10 

Spain  3 3 0 1 0 2 9 

Italy 2 1 4 2 4 4 17 

Denmark 1 2 0 1 0 0 4 

 

Table 4.3 – Application of the Model – Own processing data 

 

According to this evaluation, the country with the highest “Total Country Coefficient” 

is France with 19, followed by Italy (17) and the United Kingdom (14). The country 

with the lowest TCC is Denmark, which got only 4. While Germany and Spain remain 

at the same level with a TCC respectively of 10 and 9. At this stage, one could easily 

conclude that the best country to shoot in, in terms of production incentives, is 

France. However, depending on the kind of project the producer wants to realize and 

its specificities, the criteria could have different importance. Therefore, a producer, 

when considering the best country to shoot in, should give a weight percentage to 

each criteria. Once assessed those weights, the following model will be used to 

evaluate the potential effectiveness of each country. As it appears from the chart 

below (Table 4.4), for each country the criteria-weight will be multiplied by the related 

score, then the totals will be summed up obtaining the Total Adjusted Country 

Evaluation (TACE). 
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Table 4.4 – Model 2 

Comparing the Total Adjusted Country Evaluation (TACE)  of each country, a producer 

can assess which one is the most “ciak” appealing. 

 

4. 4 Application of the model: practical example  

 

In order to have a better understanding of the model, a practical example is 

suggested.  

It is assumed that a producer is willing to shoot his or her movie in a European state, 

different from the one he/she comes from. Moreover, the subject of the movie is 

neither a film addressed to children and youth audiences nor a documentary. In fact, 

in the first case the producer should keep in mind that the Danish Film Institute has 

also a long tradition in supporting films for children and it allocates 25% of the budget 

to this area. In the case of a documentary, instead, all the incentives are different and 

in many cases both the ceilings and tax rebate percentages are lower, therefore, the 

score given in each criteria to the selected countries would be different. 
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Considering these assumption and focusing exclusively on the choice of the country 

according to an economic perspective –in particular under the production incentive 

system point of view- a survey was undertaken. 

A questionnaire was elaborated to be sent to people involved in the industry (working 

in production companies or studying cinema). It was asked to weight the model 

criteria, in order to have a better understanding of the importance of each criteria for 

the producers. 

The questionnaire was submitted to 42 subjects. The following chart (table 4.5) gives 

an overview of the main results regarding demographics and the reasons why they 

are involved in the field. 

 

 

Table 4.5 – Own Processing Data 

 

The sample was composed of 14 man (33%) and 28 women (67%). The majority 

(62%) is between 18 and 25 years old, while 31% is between 26 and 35 years old and 

only 7% is over 36. The questionnaire asked in which way they are involved in the 

field, giving as possible answers: working / have worked in the industry, have studied 

33% 

67% 

62% 

31% 

7% 

52% 

48% 

38% 

60% 

0% 

10% 

20% 

30% 

40% 

50% 

60% 

70% 

Male Female 18 - 25 26 - 35 36 - over work study yes no 

Gender Age Involved in the field Producers 
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cinema related topics, other. 52% of the respondents work or have worked in cinema 

business while 48% of them have studied related topics. Finally, it was asked whether 

or not they ever faced the experience of producing a film or a “short film”: 38% can 

be defined as producers while 60% of them, are not producers, even if working 

studying the cinema industry. 

Finally, the respondents weighted the model criteria and the average weights are 

reported in the following table (4.6) 

 

 

 

 

 

 

 

 

Table 4.6 – Own processing Data 

 

The second criterion, regarding the presence of direct incentive, was weighted as the 

highest (28,35%). This can be explained considering that these funds can cover 

immediately the production expenses and this allows the producer to hire staff and 

make investments in the necessary equipment. Criterion 3 (19,53%) was considered 

to be the second in order of importance. On one hand the possibility to attract 

external investors is also very relevant but, on the other hand, the fact that the 

incentive is in place does not necessarily mean that the investors will support a film 

project. Criterion 4 was weighted 17,43%: this is surprisingly high compared with 

other fiscal incentives, such as the presence of tax credit (9,62%). The ratio of this 

Criteria Average Weights 

criterion 1 
(location) 11,26% 

criterion 2 
(direct funds) 28,35% 

criterion 3 
(investors incentives) 19,53% 

criterion 4 
(Access to skilled staff) 17,43% 

criterion 5 
(tax shelter) 13,83% 

criterion 6 
(tax credit) 9,62% 
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evaluation can be find in the fact that, for independent producers and cinema 

amateurs (such as the students present in the sample), having access to qualified 

staff, information or other kind of services, is much more relevant, since they have 

less experience and less contacts in the industry. Criterion 5, related to the presence 

of tax shelter was weighted 13,83% much more than criterion 6 (tax credit) which 

was weighted 9,62%, even if they are both fiscal incentives. The difference lies 

probably in the fact that the tax shelter applies to the income before taxes reducing 

the amount of taxes due. On the contrary, tax credit affects only particular kind of 

taxes. Finally, criterion 1 was weighted 11,26%, probably because a location usually 

can be adapted to the script, therefore the possibility of finding a proper location is 

not considered to be the most relevant incentive in choosing where to shoot in. 

In the following chart (table 4.7), the second part of the model is applied and the 

scores obtained in each criteria are weighted, obtaining the Total Adjusted Country 

Evaluation (TACE). 

 

  Score 
Criterion              

1 

Score 
Criterion               

2 

Score 
Criterion           

3 

Score 
Criterion            

4  

Score 
Criterion            

5 

Score 
Criterion             

6 

Total 
Country 

Coefficient  

Total 
Country 
Adjusted 

Evaluation 

United 

Kingdom 
1 2 2 2 4 3 14 226,06 

France 4 4 4 4 0 3 19 335,14 

Germany 2 4 0 2 0 2 10 190,02 

Spain  3 3 0 1 0 2 9 155,5 

Italy 2 1 4 2 4 4 17 257,65 

Denmark 1 2 0 1 0 0 4 85,39 

Percentage 11,26 28,35 19,53 17,43 13,83 9,62 100   

 

Table 4.7 – Own processing data 
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According to the model used, the most “ciak” appealing country is France, having a 

Total Adjusted Country Evaluation (TACE) of 335,14. This country was also the one 

with the highest TCC, due to its incentive system, which is composed by different and 

well balanced incentives. This is even more remarkable, considering the fact that 

France incentive system does not provide tax shelter for film productions and it has a 

relatively low tax credit (20%), compared to the one offered by other countries, such 

as Italy and United Kingdom.  

Italy is at the second place, even if it has a Total Country Coefficient close to the 

French one (respectively 17 and 19). This is due to the fact that Italy scored 1 in the 

criterion with the highest weight (criterion 2), as well as it got 2 in Criterion 4, which 

was also highly considered (17,43%). This means that Italian direct funding (criterion 

1) and its ability to interconnect producers with skilled staff and facilities is not 

adequate. The United Kingdom has a TACE equal to 226,06, which is relatively low 

and this is due the fact that it scored only 2 in the criteria with the highest weight 

(criterion 2, 3 and 4). This means that the direct funding, its incentives for external 

investors as well as the possibility to access skilled staff should be implemented. 

Germany and Spain have an even lower TACEs (respectively 190,02 and 155,5). Their 

systems are not at the same level of the other European countries analyzed and 

should be improved, in particular regarding the criterion where they both scored 0 

(criterion 3 and 5), access to skilled staff and presence of tax shelter. The country 

with the lowest TACE is Denmark, which scored 85,39. This country does not have 

fiscal incentive in place nor incentives for external investors. However, it is important 

to stress that this is a very small country and it opened up to international production 

only recently, with the establishment of a new funding body and location agency: the 

Copenhagen Film Fund (CFF). Moreover, the market share of its national production in 

the Danish market is 28% (higher than the ones of the other analyzed countries, 

except France). This means that, even if Denmark is making an effort to attract the 

international productions, its national audiovisual products are still much more 

relevant and therefore its incentive system is still oriented to them. 
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4.5 Limitation of the Model 

 

The main limit of the elaborated model is that it is based on six criteria, selected 

considering the common features of the countries in terms of incentive systems and 

the logical criteria that a producer may use, choosing where to shoot its movie. 

Having the possibility to make in-depth interviews to a panel of European independent 

film producers, the criteria selection would be improved. For example, some more 

criteria could be considered, or some of the existing ones could be even considered 

not relevant. In order to elaborate a model close to reality and that actually reflecting 

the needs of the producers, a questionnaire was submitted to 42 subjects involved in 

the cinema industry (either working in the field or studying cinema).  

The second limit lies in the grade attributed to the selected countries in each criteria. 

They were assigned using in each criterion one or more objective variables and the 

grades are homogeneous since they all are between 0 and 4. However, these grades 

were given only on the basis of the data available on the European Observatory 

databases and on the report of the European Commission. It is possible that services 

available in some countries, maybe at local level, where not analyzed by these 

sources and therefore were not considered into this thesis. Once again, in-depth 

interviews to European producers could have underlined possible missing information.  

The third limit is related to the fact that, film productions have to comply to specific 

criteria in order to apply for incentives. Those specific criteria change from country to 

country and it is not possible to make an evaluation of such criteria. In fact, they 

could turn out to be favorable for one project but not for another. 

Finally, this model is aimed at evaluating the best country to shoot in considering 

production incentives, but all the analyzed countries have incentives in place for the 

other phases of film-making as well. Therefore, making an assessment of those 

incentive too would make this study more complete.  
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5. Conclusions 

 

A film production company is always in search of cost effective solutions during the 

film preparation phase, especially for what concerns deciding where to shoot. 

Following the US example, all European states have implemented incentive aimed at 

attracting foreign productions and, at the same, time boost the national ones. 

This thesis selected six European countries and analyzed their systems giving a 

detailed description of their incentive measures. Successively, a model was elaborated 

in order to assess which country is the most cost effective to shoot in, in terms of 

incentives addressed to production companies. The model was based on several 

criteria of evaluation and in the first stage France resulted to be the one who 

performed the best in those criteria. However, it was assumed that criteria could have 

different relevance for different producers. Therefore, an empirical analysis was 

conducted and 42 questionnaires were submitted to people involved in the industry. 

Applying the result of this analysis to the model, France resulted to be again the most 

“ciak appealing” country.   

As outlined in the third chapter France system is regulated by the Centre National de 

Cinématographie (CNC) which is also aimed at supporting and promoting the film 

industry. Moreover, the incentives are both direct and indirect. The first are provided 

up 500 million Euros: the highest in Europe. Indirect incentives, in the form of fiscal 

incentives, are addressed to external investors (thanks to the SOFICA), to national 

production (Crédit d’impot Cinéma) and international productions (TRIP). It is evident 

that French incentive system is particularly complete, however it does not comprise 

tax shelter as a tool to incentivize film production. 

Nonetheless, it remains the best choice in terms of place where producing a movie, 

under a cost-effectiveness point of view. This is very interesting considering that, in 

the last years, European states are introducing more fiscal incentives, in order to 

attract film productions. In fact, a side of the analyzed countries, also smaller states 
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recently approved this kind of incentives, such as Hungary or Lithuania (whose 

government approved an amendment on film production incentives in April 2013).  

This countertendency can be explained by the fact that a single incentive such as tax 

shelter could help a country which is now approaching at the cinema industry to 

boosts production, but it can be irrelevant when it comes to a country, like France, 

which has a long cinema tradition. 

In conclusion, France system is the most cost effective for an independent production 

company willing to shoot there. Therefore, it could be taken as an example by other 

countries wishing to attract international productions. 
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