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LR 487 Interim Study: 
Briefing Paper-Tax Incentives for Fihll & Ne,,' Media Productions 

This research paper is n1eant to help the Revenue Comlnittee of the Nebraska Legislature 
carry out its 2010 interin1 study of tax incentives for film and new n1edia productions. 

L Purpose of Legislative Resolution 487 

The purpose of LR 487 His to examine the impact of adopting tax incentives for filtns, 
television shows, cOlnmercials, music, web-based content, or Internet-delivered 
content produced in lnetropolitan and nonmetropolitan areas of Nebraska."\ The study 
must exanline 

how lhe following factors are influencing the film, television, commercial, music, web-based, and 
Inlernet-delivered industries: (1) Types and numbers of jobs in Nebraska created by thcse 
industries; (2) Amount of revenue generated in Nebraska by these industries; (3) Tax incentives 
olher states are offering to attract these industries; and (4) Tax incentives Nebraska could offer to 
attract these industries. 

The primary focus of the study will be to find ways to encourage future job growth and 
economic development in Nebraska's film. television, commercial, music, web-based, and 
Internel-delivered industries.2 

II. l'ypes and Numbers of Jobs in Nebraska Created by Those Industries 

Appendix A contains Table 1, which shows the types and numbers of jobs in Nebraska 
created by these industries. 

III. Amount of Revenue Generated in Nebraska by Those Industries 

Appendix B contains a summary of federal income tax treatment of the film industry and 
how it has an impact on Nebraska corporate and individual income tax revenue. The 
summary is entitled, Tax Revenue and Income Tax Planning for the Film Industry_ 

Appendix B also contains Table 2, which began as an attempt to show the an10unt of 
revenue generated in Nebraska by these industries; however, as yet, no official data has 
been published that shows how much revenue is generated in Nebraska by these 
industries. 

Appendix B also contains filtn production costs for three different movies that were 
filmed in \vhole or in part in Nebraska. Those figures tend to show that tax revenue fron1 
film productions amount to roughly 30 percent of a film's budget, but those figures fail to 
distinguish federal and state tax revenue and, therefore, are of lilnited usefulness. 

I LR 487 (2010), p. 1. 

2 LR 487 (2010), p. 1. 
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IV. Tax Incentives Other States Are Offering to Attract Those Industries 

Appendix C contains the following inforn1ation about each State's tax incentives for 
attracting those industries: (1) Table 3 shows, for 2008, the nU111ber of direct job created 
by those industries, the total wages paid for direct jobs created by those industries, the 
average wage per direct job created by those industries, and wages paid per capita by 
those industries; and (2) Appendix T3 to Table 3 shows the various types of tax 
incentives other states are currently offering to attract those industries. Appendix D 
contains related Tables 3A, 3B, 3C, and 3D, which respectively rank the 50 States and 
the District of Columbia according to average wage per direct job; direct jobs created~ 
total wages paid for direct jobs; and wages paid per capita by those industries. 

V. Tax Incentives Nebraska Could (or Might) Ofl'er to Attract Those Industries 

Appendix E contains Table 4, which provides an of a structured phase-in of 
various tax incentives that the Nebraska Legislature could or might create to help develop 
its film and new media industries over the 6-yearperiod frOITI 2011 to 2016. 

VI. Additional Information 

Appendix F contains a copy of W. Luther, "Movie Production Credits: Blockbuster 
Support for Lackluster Policy,~' State Tax Notes, pp. 411-424, Tax Analysts (February 8, 
2010). 

Appendix G contains a copy of M. Gell, "Film Production Tax Credits: Why We Like 
Them So Much," State Tax Notes, pp. 129-130, Tax Analysts (October 12,2009). 

Appendix H contains a copy of S. Wells and C. Posey, "Big Sky of the Big Screen Act
State Tax Incentives for the Film Industry~" Journal of State Taxation, pp. 29-34, CCH 
(May-June 2009). 

Appendix I contains a copy of B. Hamilton, "Losing Lost: Hawaii's Film Tax Credit Star 
Bids Aloha," State Tax Notes, pp. 729-733, Tax Analysts (May 31,2010). 

Appendix J contains a copy of "The Box Office Strikes Back," The Economist, pp. 63-
64 (May 8, 2010). 

Appendix K contains a copy of "Hollo\v-wood," The ECOIl0I11ist, p. 33 (March 13,2010). 

Appendix L contains a copy of The Ecol1olnic Contribution of the Motion Picture & 
Television Industry to the United States, Motion Picture Association of America, Inc. 
(one page document downloaded August 10, 2010, from www.111paa.org). 

Appendix M contains a copy of The Motion Picture & Television Industry Contribution 
to the U.S. Econolny: Supplenlentary Report (April 2010), Motion Picture Association of 
America, Inc. (six page docunlent downloaded August 10,2010, from www.mpaa.org). 
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• A copy of the following reports and doculnents are available upon request fron1 
Revenue COlnmittee staff or can be downloaded fronl the web sites shov/n below: 

o 11leatrical Market Statistics 2009, pp. 1-20, Motion Picture Association of 
AInerica, fnc. (www .n1paa.org). 

o APe! Strategic Plan, pp. 1- Association of Filnl C0111missioners 
International (January 10,2004) (www.afci.org). 

o Nebraska Fibn Industry Developrnent Study, pp 1 136, Nebraska Filrn 
Office, DepartIl1ent of Economic Developlnent, (Septen1ber 2002) 
(http://www.neded.org/files/filmoffice/Colllplete%20reporLpdf). 
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LR 487 (2010) Interim Study of Film and New Media Tax Incentives 

Table 1: Types and Number of Jobs in Nebraska Created by Film & New Media Industries (2008). * 

Notes: 

A 
B 
C 

D 

F 

Source: "2008 County Business Patterns" (Provided by Michael Lundeen, Nebraska Department of Economic Development, 402-471-3788 , 
michael.lundeen@nebraska.gov. Appendix T1 contains a copy and additional information . 
Pay period ending March 12, 2008. 
0-19 employees 
20-99 employees 
100-249 employees 
Withheld to avoid disclosing data for individual companies. Data are 
included in higher level totals. 

500-999 employees 

Prepared by: Stephen Moore, Research Analyst, Revenue Committee, Nebraska Legislature (August 18, 2010). 
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Moore, Stephen 

From: Lundeen, Mike [MichaeLLundeen@nebraska.gov] 

Sent: Wednesday, August 18,2010 1027 AM 

To: Moore, Stephen 

Subject: Film employment 

Stephen, 

Below are data from County Business Patterns published by the Census Bureau showing establishments, employment, and payroll for Information Industry in Nebraska. These 

provide a breakdown by industry (type) and employment (number). Obviously, not all industries mcluded under Information Industry are included in LR487, but the data most of 
the industries that are. 

You can review this list and 

etc. in Nebraska. 
the you think appropriate for your study. We may have to get data from the Arts, Entertainment Industries get 

Hope this helps. If you have additional questions, please let me know. 

2008 County Business Patterns 
Nebraska 

Publishing Industries (except Internet) 
Newspaper, Periodical, Book, and Directory Publishers 

51111 Newspaper Publishers 
511110 Newspaper Publishers 
51112 Periodical Publishers 

511120 Periodical Publishers 
51113 Book Publishers 

511130 Book Publishers 
51114 Directory and Mailing list Publishers 

511140 Directory and Mailing Lis! Publishers 
51119 Other Publishers 

1199 All Other Publishers 
5112 Software Publishers 

51121 Software Publishers 
511210 Software Publishers 

512 Motion Picture and Sound Recording Industries 
5121 Motion Picture and Video Industries 

51211 Motion Picture and Video Production 
512110 Motion Picture and Video Production 
51213 Motion Picture and Video EXhibition 

512131 Motion Picture Theaters (except Drive-Ins) 
512132 Drive-In Motion Picture Theaters 
51219 Postproduction Services and Other Motion Picture and Video Industries 

512191 T eteproduction and Other Postproduction Services 
512199 Other Motion Picture and Video Industries 

5122 Sound Recording Industries 
51221 Record Production 
512210 Record Production 
51222 Integrated Record Production/Distribution 

512220 Integrated Record Production/Distribution 
51224 Sound Recording Studios 

512240 Sound Recording Studios 
51229 Other Sound Recording Industries 

512290 Other Sound Recording Industries 
515 8roadcasting (except Internet) 
5151 Radio and Television Broadcasting 

51511 Radio Broadcasting 
515111 Radio Networks 
515112 Radio Stations 
51512 Television Broadcasting 

515120 Television Broadcasting 
5152 Cable and Other Subscription Programming 

51521 Cable and Other Subscription Programming 
515210 Cable and Other Subscription Programming 

517 Telecommunications 
5171 Wired Telecommunications Carriers 

51711 Wired Telecommunications Carriers 
517110 Wired Telecommunications Carriers 
5172 Wireless Telecommunications Carriers (except Satellite) 

51721 Wireless Telecommunications Carriers (except Sate!lile) 
517210 Wireless Telecommunications Camers (except Satellite) 

5174 Satellite Telecommunications 
51741 Satellite Telecommunications 

517410 Sa1ellite Telecommunications 
5179 Other Telecommunications 

51791 Olher Telecommunications 
51/911 r elecommunlcations Resellers 
517919 AU Other Telecommunications 

Internet Service PrOViders, Web Search Portals, and Data Processing 
518 Services 

5182 Data Hosting. and Related Services 
51821 Data Hosting, and Related Services 

Data Hosting. and Related Services 
519 Other Information Services 

8/18/2010 

7,923 
6,135 
3,260 
3,260 

879 
879 
184 
184 

G 
G 
A 
A 

1.788 
1,788 
1,788 
1.174 
1,036 

B 
B 

952 
951 

A 
A 
A 
A 
C 
A 
A 
B 
B 
A 
A 
8 
8 

2,027 
2,023 
1.216 

C 
1,046 

807 
807 

A 
A 
A 

6,339 
! 

I 
G 
G 
G 
A 
A 
A 

226 
226 
126 

C 

H 
H 
H 
H 
F 

First-

Total 

971 
86,336 351,436 257 
49,566 201,042 209 
19.502 76,659 137 
19,502 76,659 137 
11.038 45,697 35 
11,038 45,697 35 

1,211 5,079 10 
1,211 5,079 10 

D 0 23 
0 D 23 

66 222 
66 222 

36,770 150,394 48 
36,770 150,394 48 
36,770 150,394 48 

3,421 13,905 100 
2,144 9,306 87 

585 2,433 
585 2,433 29 

1,461 6.460 54 
1.460 6.459 53 

0 0 
0 D 
D 0 3 
D 0 1 

1.277 4,599 13 
0 0 2 
0 D 
0 D 
0 D 2 

69 312 
69 312 7 
D 0 2 
D 0 2 

20,157 76,818 95 
20,147 76.698 92 
11,242 42.708 75 

S 3,889 15 
10,368 38.819 60 
8.905 33,990 17 
8,905 33,990 17 

0 D 3 
0 D 3 
0 D 3 

83,049 316,623 380 
68,576 252,054 
68.576 252,054 
68,576 252,054 264 
11,729 53,580 75 
11,729 53,580 75 
11,729 53,580 75 

66 248 3 
66 248 3 
66 248 

2,678 10,741 38 
2,678 10,741 38 
1,786 7,253 11 

892 3.4B8 27 

D D 106 
0 0 106 

0 0 106 
0 0 106 
0 0 

of actors, 



5191 
51911 

519110 
51912 

519120 
51913 

519130 
51919 

519190 
Industry 

code 
51----
511 

5111 
51111 

511110 
51112 

511120 
51113 

511130 
51114 

511140 
51119 

511199 
5112 

51121 
511210 

512 
5121 

51211 
512110 
51213 

512131 
512132 
51219 

512191 
512199 

5122 
51221 

512210 
51222 

512220 
51224 

512240 
51229 

512290 
515 

5151 
51511 

515111 
515112 
51512 

515120 
5152 

51521 
515210 

517 
5171 

51711 
517110 

5172 
51721 

517210 
5174 
51741 

517410 
5179 

51791 
517911 
517919 

518 
5182 

51821 
518210 

519 
5191 

51911 
519110 
51912 

519120 
51913 

519130 
51919 

519190 

Other Information Services 
News Syndicates 
News Syndicates 
libraries and Archives 
libraries and Archives 
Internet Publishing and Broadcasting and Web Search Portals 
Internet Publishing and Broadcasting and Web Search Portals 
All Other Information Services 
All Other Information Services 

Industry code description 
Information 
Publishing Industries (except Internet) 
Newspaper, Periodical, Book, and Directory Publishers 
Newspaper Publishers 
Newspaper Publishers 
PeriOdical Publishers 
Periodical PubliShers 
Book Publishers 
Book Publishers 
Directory and Mailing List Publishers 
Directory and Mailing List Publishers 
Other Publishers 
AJI Other Publishers 
Software Publishers 
Software Publishers 
Software Publishers 
Motion Picture and Sound Recording Industries 
Motion Picture and Video Industries 
Motion Picture and Video Production 
Motion Picture and Video Production 
Motion Picture and Video Exhibition 
Motion Picture Theaters (except Drive-Ins) 
Drive-In Motion Picture Theaters 
Postproduction Services and Other Motion Picture and Video Industries 
Teleproduction and Other Postproduction Services 
Other Motion Picture and Video Industries 
Sound Recording Industries 
Record Production 
Record Production 
Integrated Record Production/Distribution 
Integrated Record Production/Distribution 
Sound Recordmg Studios 
Sound Recording Studios 
Other Sound Recording Industries 
Other Sound Recording Industries 
Broadcasting (except Internet) 
Radio and Television Broadcasting 
Radio Broadcasting 
Radio Networks 
Radio Stations 
Television Broadcasting 
Television Broadcasting 
Cable and Other Subscription Programming 
Cable and Other Subscription Programming 
Cable and Other Subscription Programming 
Telecommunications 
Wired Telecommunications Carriers 
Wired Telecommunications Carriers 
Wired Telecommunications Carriers 
Wireless Telecommunications Carriers (except Satellite) 
Wireless Telecommunications Carriers (except Satellite) 
Wireless Telecommunications Carriers (except Satellite) 
Satellite Telecommunications 
Satellite Telecommunications 
Satellite Telecommunications 
Other Telecommunications 
Other Telecommunications 
Telecommunications Resellers 
All Other Telecommunications 
Internet Service Providers, Web Search Portals, and Data 
Services 
Data Processing, Hosting, and Related Services 
Data Processing, Hosting, and Related Services 
Data Processing, Hosting, and Related Services 
Other Information Services 
Other Information Services 
News Syndicates 
News Syndicates 
libraries and Archives 
libraries and Archives 
Internet Publishing and Broadcasting and Web Search Portals 
Internet Publishing and Broadcasting and Web Search Portals 
All Other information Services 
All Other Information Services 

Source: <b>U,S. Census Bureau 
A 0-19 employees 
B 20-99 employees 
C 100-249 employees 
E 250-499 employees 
F 500-999 employees 
G 1,000-2,499 employees 
H 2,500-4,999 employees 

SIl 8/2010 

f 
A 
A 
f\ 
A 

F 

A 
A 

Total establishments 
971 

209 
137 
137 
35 

10 
10 

23 

48 
48 
48 

100 
87 

29 
54 

1 

13 

2 

92 
75 
15 
60 
17 
17 
3 
3 
3 

380 
264 
264 
264 
75 
75 
75 

3 
3 
3 

38 
38 
11 
27 

106 

106 
106 

106 
33 
33 

3 

8 
8 

20 
20 

6 
D 
o 
o 
o 
o 
D 
D 

o 

'1-4' 
443 
103 
88 
55 
55 
16 
16 

15 
15 
15 
48 
41 
25 
25 
13 
12 

1 
3 

1 

o 
o 

6 
o 
o 

31 
28 
23 

8 
15 
5 
5 
3 
3 
3 

180 
140 
140 
140 

17 
17 
17 
3 
3 
3 

25 

25 

5 
20 

50 
50 
50 
50 
26 
26 

2 
2 
8 
8 

14 
14 
2 
2 

6 
o 
o 
o 
o 
o 
o 
D 
D 

'5-9' 
187 
58 
52 
36 
36 
10 
10 

o 
o 
6 
6 
6 

19 
17 

4 

13 
13 
o 
o 
o 
o 
2 
o 
o 
o 
o 

14 
14 
14 
2 

12 
o 
o 
o 
o 
o 

81 
50 
50 
50 
24 
24 
24 
o 
o 
o 
7 

7 

2 
5 

14 
14 
14 
14 
1 

o 
o 

o 

1 

o 
o 

53 
3 
3 

8 
20 
20 

'10-19' 
160 

30 

21 

4 

o 
o 
6 
6 
6 

20 
17 
o 
o 

16 

o 

1 

o 

o 
o 
o 
o 

21 
21 
19 
3 

16 
2 
2 
o 
o 
o 

64 
38 
38 
38 
23 
23 
23 
o 
o 
o 
3 
3 
1 

2 

17 
17 
17 
17 
2 
2 

o 
o 

1 

o 
o 

'20-49' 

106 
38 
22 
14 
14 
3 
3 

4 
o 
o 

16 

16 
16 
6 
6 
o 
o 
6 
6 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 

15 
15 
13 

12 
2 
2 
o 
o 
o 

35 
23 
23 
23 
10 
10 
10 
o 
o 
o 
2 

2 
o 

10 
10 
10 
10 

2 
o 
o 
o 
o 
2 
2 
o 
o 

'50-99' 
46 
15 
11 
8 
8 
o 
o 

1 

1 

o 
o 

o 
o 
5 
5 
o 
o 
o 
o 
1 
o 
o 
o 
o 
o 
o 

1 

11 
11 
6 
1 
5 

5 
o 
o 
o 
6 
5 
5 
5 
o 
o 
o 
o 
o 
o 

1 
o 

8 
8 
8 
8 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 



I 
J 
K 
L 
M 
S 
o 

5,000-9,999 employees 
10,000-24,999 employees 
25,OOO-49,W9 employees 
50,000-99,999 employees 
100,000 or more employees 
Withheld because estimate did not meet publication standards 
Withheld to avoid disclosing data for individual companies data are included in higher level totals 

Michael Lundeen 
Nebraska Department of Economic Development 

402-471-3788 
michaeUundeen@nebraska.gov 

8118/2010 
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Tax Revenue and Income Tax Planning for the Filn} Industry 

Stephcn l\1oorc, Research Analyst, Revenue Committce, Nebraska Legislature (September 7, 2010). 

I. Effect of Federal Incollle l'ax Law on State Income Taxation of the Film Industry 

Valuable insight about state income taxation of the f11n1 industry can be gained by first 
understanding federal inconle tax laws which benefit the film industry_ Notably~ federal 
corporate net incolne and is the starting point for calculating Nebraska~s corporate 
incolne tax liability and federal adjusted gross income is the starting point for calculating 
Nebraska's individual inC0I11e tax liability. 

For instance, federal inC0I11e tax deductions under Internal Revenue Code (IRe) §§ 199 
(dolllestic production activities deduction) and 197 (arllortization of costs paid to acquire 
certain intangible personal property, including copyrighted works such as filnls) are 
specificall y tailored to reduce the film industry's federal and state income tax liabilities. 

The IRC §§ 197 and 199 deductions are fully explained below, along with an explanation 
of the expired IRC § 181 deduction for qualified filnl and television productions. 

II. Historical Background: International and U.S. Taxation of the Film Industry 

Outsourcing filol production to foreign countries has characterized tax planning strategies 
for the filol industry for I11any decades. 

A. Early History: Flight fronl Europe to the United States 

"Runaway film production has existed since the early 20th century, when the film 
industry was fleeing Europe en route to California to seek lower production costs .... 
During the 1970s and 1980s several European countries banded together to develop 
incenti ves to attract filrn production back to the region. Those, however, were largely 
unsuccessful."l 

"During the early 1970s the United States had federal income tax incentives for filo1 
industry investment. The incentives increased film production and created a competitive 
production arena in the United States.,,2 

I Nandi Witter, "State Tax Incentives: The Reel Attraction for the Film Industry," State Tax Notes, pp. 
1019-1024, 1019 (June 2004 )(hcreinafter cited as The Reel Attraction for the Film IndusflY), citing 
Jenica Yurcic, "Co-ProductIons: The Future Feature/' Vanderbilt Journal of Entertainment Law & 
Practice, Vol. 5, p. 76 (2002). Copy available upon request 

2 "The Reel Attraction for the Film Industry," p. 1019. 



B. Flight from the United States to Foreign Countries 

Congress' Tax Reform Act of 1976 elinlinated federal inconle tax incentives for the film 
industry "because of inefficiencies and the potential for abuse.,,3 Thereafter, filrn 
production began fleeing the U.S. "to Canada and other 'offshore' sites.,,4 
Canada's attractiveness to the film industry can be attributed to "tax incentives 
implenlented by the Canadian government that reduced production costs. The lower 
production costs are extremely attractive because of a sharp decline in the returns on film 
production [for the I5-year period from 1990 to 2004], which can be attributed to the 
large increase in production and distribution costs felt by the industry.,,5 

With the abolition of federal income tax incentives for the filI11 industry in 1976, several 
vehicles for inlplenlenting complex federal and state income tax planning strategies for 
the filnl industry emerged, including use of: (]) Controlled Foreign Corporations; (2) 
Foreign Personal Holding Companies; (3) Passive Foreign Investlnent Cornpanies; (4) 
Personal Holding Companies; (5) DOlnestic International Sales Corporations; (6) Foreign 
Sales Corporations; and (7) Domestic Tax Shelters.6 The federal inconle tax treatlnent 
afforded Foreign Sales Corporations eventually proved to be especially contentious in 
international circles, as discussed belo\v. 

III. Emergence of New :E'ederal Inconle Tax Incentives for the Filnl Industry 

"Taxation of the filmed entertainlnent industry is a constantly evolving body of law"? and 
Congress eventually rejoined the fray to help provide tax incentives for the film industry. 

Congress repealed the U.S. tax rules governing foreign sales corporations8 after the 
European Commonwealth (EC) brought and won a case in the World Trade Court against 

3 "The Reel Attraction for the Film Industry," p. 1019. 

4 "The Reel Attraction for the Film Industry," p. 1019. 

5 "The Reel Attraction for the Film Industry," p. 1019, citing Jenica Yurcic, "Co-Productions: The Future 
Feature," Vanderbilt Journal of Entertainment Law & Practice, Vol. 5, p. 82 (2002); and Courtney Siders, 
"Independent Film & Television Production Incentive Act: Congress Attempts to prevent Runaways," 11 
Journal of Art & Entertainment Law & Policy, p. 495, 504 (200 I). 

6 See generally, Schuyler M. Moore, Esq., The Filmed Entertainment Industry, CCH Tax Transactions 
Library, VoL B5, (l990)(hereinafter cited as The Filmed Entertainment Industl). Copy available upon 
request. 

7 111e Filmed Entertainment Indust1Y, CCH Tax Transactions Library, Vol. 85, qr I L p. 101 (1990). 

8 The HFSC Repeal and Extraterritorial Income Exclusion Act of 2000" repealed the foreign sales 
corporation provisions of the Internal Revenue Code and enacted the "extraterritorial income exclusion." 
However, Congress subsequently repealed the extraterritorial income exclusion too, because it also 
contravened international law and trade agreements. "Guidance on domestic activities deduction and 
repealed extraterritorial income exclusion," Neltvsstand, RIA (10119109), citing IRS Chief Counsel 
Memorandum EMISC 2009-009. 
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the U.S. governlnent alleging that U.S. incon1e tax treatment of foreign sales corporations 
contravened the internationallavv and trade agreements.9 

A. IRe § 199 Domestic Production Activities Deduction 

Shortly thereafter, Congress enacted IRC § 199,10 which allows federal incolne tax 
deductions for qualified "do111estic production activities," including filnl productions. 
IRC § 199 became operative January 1,2005. The provisions of IRe § 199 and its 
relationship to the elilnination of foreign sales corporations are explained as follows: 11 

Subject to various limitations, taxpayers are entitled to a domestic production activities deduction 
(DPAD) equal to a specified percentage (6% for 2008 and 2009, 9% for 2010 and thereafter) of 
the lesser of (1) qualified production acri vities income of the taxpayer for the tax year or (2) 
taxable income for the year. Qualified production activities income (QPAI) is determined by 
taking domestic production gross receipts (DPGR) for the tax year less cost of goods sold and 
other aJlocable expenses. Deductions are allocated to DPGR under the Code Sec. 861 method. 
DPGR means gross income from manufacturing, production, growth and extraction activities 
(including the manufacturing and production of tangible personal property, computer software and 
sound recordings, as well as food storage, food processing, and wholesale food production 
activities) conducted by the taxpayer in whole or in significant part in the U.S., from U.S. film 
production activities, from the production in the U.S. of electricity, natural gas and potable water, 
from U.S. real property construction activities, and from engineering and architectural services 

9 See Thomas A. Zimmermann, "WTO Dispute Settlement at Ten: Evolution, Experiences, and 
Evaluation," Aussenwirtschaft-The Swiss Revie"v of Intenwtional Economic Relations, VoL 60, No. L pp. 
27-61,43-44 (2005) (copy available upon request): 

"New developments in the case U.S.-Foreign Sales Corporations which the U.S. had lost and 
where implementatjon measures were now disputed, weakened in particular the U.S. position on 
issues such as carousel or sequencing: After it had become increasingly clear that the U.S. 
replacement legislation (Extraterritorial Income Exclusion Act; BTL) would not be in compliance 
with the DSB [Dispute Settlement Body] recommendations, the U.S. and the Ee negotiated in 
September 2000 a bilateral procedural agreement on how to proceed in this case in order to bridge 
the gap in the DSU on the sequencing issue. According to the Agreement, a sequencing approach 
was adopted under which a panel (subject to appeal) would review the WTO consistency of the 
replacement legislation, and arbitration on the appropriate level of sanctions would be conducted 
only if the replacement legislation was found WTO-inconsistent. The U.S. had now become a 
beneficiary of the sequencing approach (even with the possibility of subsequent appeal) which it 
had opposed before. It is believed that, in exchange for the agreement, the U.S. had to back down 
on carousel retaliation although no such deal had been explicitly made part of the procedural 
agreement. The retaliatory measures requested by the EC were several times higher than U.S. 
retaliation in Ee-Bananas and EC-f/onnones combined. The arbitrators later confirmed that the 
suspension of concessions in the form of 100% ad valorem duties on imports worth ... [$4.043 
billion] constituted 'appropriate countermeasures'''. 

Compare and contrast, "Europe Rejects Compromising With US Over Tax Benefits," New York Times, 
(November 2000). 

10 American Jobs Creation Act of 2004, P.L 108-357 (10/22/2004). 

11 "Guidance on domestic acti vities deduction and repealed extraterritorial income exclusion," Newsstand, 
RIA (IOn 9/09), citing IRS Chief Counsel Memorandum EMISC 2009-009. 
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performed in the U.S. in connection with U.S. real property construction activities. Gross income 
is all income from whatever source derived, including gross income from business. 

The FSC Repeal and Extraterritorial Income Exclusion Act of 2000 repealed the foreign sales 
corporation ("FSC") provisions ("FSC regime") and enacted the extraterritorial income ("ETr') 
exclusion provisions ("ETI regime"). Under the ETl regime, the gross income of a taxpayer does 
not include ETI that is also qualifying foreign trade income CQF1T'). Qualifying foreign trade 
income for a transaction is the amount of gross income that, if excluded, would result in a 
reduction of taxable income equal to the greatest amount yielded by one or the following three 
methods: (1) the foreign sale and leasing income method; (2) the foreign tradi ng gross receipts 
("FrGR") method; and (3) the foreign trade income ("Ffl") method. 

Any deduction that is properly allocated and apportioned to ET[ must be further allocated between 
the excluded ETI and the non-excluded ETI on a proportionate basis. Any deduction allocated to 
excluded ETl is disallowed. 

IRS did not prescribe rules for determining FrI or for applying the foreign trade income method 
under the ETl regime. The FSC regime did provide rules for determining full costing of combined 
taxable income and marginal costing of combined taxable income ("CTI"). The legislative history 
accompanying the enactment of the ETl regime contcmplated that taxpayers and IRS should apply 
principles and guidance promulgated under the FSC regi me to analogous conccpts under the ETI 
reglme. 

ET[ was repealed effective for transactions after 2004 by the American Jobs Creation Act (P.L. 
108-357, Sec. 101(a)) (the 2004 AJCA). Under a transition rule (P.L. 108-357, Sec. IOI(d» a 
partial exclusion is still available for transactions entered into during 2005 and 2006 equal to 80% 
(for 2005 gross receipts) and 60% (for 2006 gross receipts) of the exclusion that would have been 
permitted under Code Sec. 114 before REPEAL by Sec. 101, PL 108-357, 1012212004, had the 
ETI regime not been repealed .... 

Then, in 2007, the U.S. Depa11ment of Treasury issued proposed regulations 12 designed 
to liberalize the IRe § 199 deduction for qualified dOlnestic film production activities. 
The proposed regulations became final regulations in 2008: 13 

IRS has issued final regs that make it easier for qualifying taxpayers to claim the Code Sec. 199 
deduction for films produced in the U.S, and also make several technical changes to the way in 
which the Code Sec. 199 rules apply to expanded affiliated groups (EAGs). The final regs adopt 
proposed reliance regs issued in 2007. 

Background on domestic productioll activities deduction. Under Code Sec. 199, taxpayers fllay 
claim a deduction to offset income from domestic manufacturing and other domestic production 
activities. In general, the deduction equals a percentage (6% for tax years beginning in 2007-2009, 
9% in later years) of the smaller of the taxpayer's: (a) qualified production activities income 
(QPAI) for the tax year, or (b) taxable income (modified adjusted gross income, for individual 
taxpayers), without regard to the Code Sec. 199 deduction, for the tax year. The Code Sec. 199 
deduction can't exceed 50% of the W -2 wages of the employer, attributable to domestic 
production, [Of the lax year. 

12 Newsstand, RIA (06115/2007), ciling Federal Taxes Weekly Alclt , Volume 53, No. 24 (0611412007). 

IJ "Final regs liberalize Code Sec. 199 deduction for films and modify EAG rules," Federal Ttlxes Weekly 
Alert, Volume 54, No. II, (03/1312008), citing preamble lo Treasury Decision 9384 (03/06/2008), Treas. 
Reg. § 1.199-3, and Treas. § 1.199-7. 
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QPAI for any tax year is equal to the excess, if any, of the taxpayer's domestic production gross 
receipts (OPGR) from specified activities over the sum of the cost of goods sold (CGS) allocable 
to OPGR and other expenses, losses, or deductions (other than the deduction allowed by Code 
Sec. 199 ) that are properly allocable LO such receipts. 

Code Sec. 199 deduction for qualified films. A taxpayer's OPGR includes gross receipts from the 
qualifying disposition (lease, rental, license, sale, exchange or other disposition) of "any qualified 
film produced by the taxpayer." (Code Sec. I 99(c)(4)(A)(i)(II») Generally, a qualified film must 
be a motion picture film or video tape, including live or delayed television programming; and at 
least 50% of the total compensation relating to the production of that property must be 
compensation for services performed in the U.S. by actors, production personnel, directors, and 
producers. A film isn't qualified if it carries certain sexually explicit material. (Code Sec. 
199(c)(6» 

Under final regs published in 2006, the 50% of compensation test was determined by reference to 
all compensation paid in the production of the film and was calculated using a fraction. The 
numerator was the compensation paid hy the taxpayer to actors, production personnel, directors. 
and producers for services relating to the production of the film performed in the U.S., and the 
denominator was the sum of the total compensation paid by both the taxpayer and by others to all 
such indi viduals regardless of where the production services are performed. 

The new final regs liberalize the qualification rules for films by applying the following revised 
fraction in determining the not-less-than-50cfcH.)f-total-compensation requirement. The numerator 
is the compensation for services performed in the U.S. and the denominator is the total 
compensation for services regardless of where the production activities are performed. (Reg. § 
1. I 99-3(k)(5») The revised fraction compares (in the numerator) the sum of the compensation for 
services paid by both the taxpayer and by others for services performed in the U.S. to (in the 
denominator) the sum of the total compensation for services paid by both the taxpayer and others 
for services regardless of location. (Preamble to TO 9384) 

Other challges for fUllls. The final regs also make these changes for qualified films under Code 
Sec. 199: 

• A qualified film is treated as "produced by the taxpayer" for Code Sec. 
199( c)( 4 )(A)(i)(II) purposes if the production activity it performs is substantial in nature 
within the meaning of Reg. § ) .1 99-3(g)(2), with certain modifications. Under this rule, a 
taxpayer is treated as producing a qualified film if its production of the qualified film is 
substantial in nature taking into account all of the facts and circumstances, including the 
relative value added by, and relative cost of, the taxpayer's production activity, the nature 
of the qualified film, and the nature of the production activity that the taxpayer performs. 
However, the taxpayer's production activity must consist of more than the minor or 
immaterial combination or assembly of two or more components of a film. (Reg. § 1. I 99-
3(k)(6)) 

• Under a new safe harbor, in general, a film is treated as a qualified film produced by the 
taxpayer if: 

(1) Not less than 509~; of the total compensation for services paid by the taxpayer is 
compensation for services performed in the U.S. Any reasonable method that is 
satisfactory to IRS, based on the facts and circumstances, may be used to determine the 
compensation for services paid by the taxpayer for services performed in the U.S. and the 
total compensation for services paid by the taxpayer regardless of where the production 
activities are performed. 
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(2) The taxpayer satisfies the safe harbor in Reg. § 1.199-3(g)(3) for the qualified film 
(i.e., generally, the direct labor and overhead costs incurred by the taxpayer to produce 
the qualified film within the U.S. account for 20% or more of the total costs of the film). 
Reg. § 1.199-3(k)(7 ) 

Changes for EAGs. For Code Sec. 199 purposes, all members of an EAG are treated as a single 
corporation. (Code Sec. 199( d)( 4)) The definitiollal aspects, attribution of activities, and allocation 
of the Code Sec. 199 deduction to EAGs are explained in Reg. § 1.199-7. The final regs revise 
Example 10 of Reg. § 1.199-7( e) to address an inadvertent misapplication of the consolidated 
return regs. They also make several technical changes dealing with Code Sec. 199 related 
allocations where a corporation becomes or ceases to be a member of an EAG during its tax year. 
(Reg. § 1. 199-7(f)(l), Reg. § I. I 99-7(g)(3» 

Effective date. The final regs generally apply to tax years beginning after I\1ar. 6, 2008. However, 
taxpayers may rely on Reg. § I. 199-3(k) and Reg. § 1. 199-7(e), Ex. 10, for tax years beginning 
after Dec. 31,2004 and before Mar. 7,2008. For tax years beginning before June l, 2006, 
taxpayers may rely on Reg. § 1.199-3(k) only if they do not apply Notice 2005-14, 2005-1 CB 
498, or the Code Sec. 199 proposed reliance regs issued in 2005, to the tax year. 

For pass-through entities (e.g., S corporations, partnerships, lirnited liability cOlllpanies, 
estates, and trusts), the IRC § 199 donlestic production activities deduction generally is 
deternlined at the shareholder, partner or sinlilar level by accounting for the proportionate 
share of QPAI at the entity level. 14 

B. Aillortization of IRe § 197 Intangibles 

In 1993, Congress enacted IRC § 197 which generally allows federal income tax 
deductions over a 15-year period of time (or less depending on the cirCulllstances) for 
amortization of costs incurred to acquire qualified intangible assets, including copyrights, 
trademarks, customer lists, certain computer software, and other specified intangible 
assets such as business "goodwill" (collectively referred to as "section 197 intangibles"). 

• Copyrighted screenplays and films, film studio trademarks, and custom conlputer 
software used to create special effects for films can fall within the ambit of 
section 197 intangibles and therefore can produce valuable income tax deductions 
for the film industry, especially within the context of merger and acquisition 
transactions. 15 

14 IRC § 199(d)(1 )(A). 

15 For instance, Dreamworks SKG, a film production company started hy Steven Spielberg and two other 
Hollywood film moguls focused on creating a business entity for producing independent films created by 
promising newcomers to the film industry, but Dreamworks. SKG, was eventually sold by its owners at a 
significant profit for its initial investors to a large, well-established. Holly\\'"ood studio that turned it into a 
Hollywood film production company that would abandon the thought of catering to independent 
filmmakers and instead focus on mainstream feature length films. 
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C. Expired IRC § 181 Deduction for Film & 'fV Productions 

The IRe § 181 deduction for qualified filnl and television productions was in effect for 
qualified filnl and television productions for principal photography taking place frolll 
October 22,2004, to January 1,2009. 

IRS has issued temporary and regs on deductions for the cost of producing film and 
television productions under Code Sec. 181. They reflect changes made by the American Jobs 
Creation Act of 2004 (AJCA, P.L. 108-357) and the Gulf Opportunity Zone Act of 2005 (GO 
Zone Act, P.L. 109-135), and affect taxpayers that produce films and television productions in the 
U.S. 

Background. Code Sec. 18 J was added hy AJCA [American Jobs Creation Act of 2004J § 244 
and was modified by GO Zone Act § 403(e). For several years, independent filmmakers and 
television producers moved production activities from the U.S. to other countries. Code Sec. 181 
was enacted to make domestic film production more attractive. 

Under specified circumstances, Code Sec. 181 permits the owner of a qualified film or television 
production to elect to deduct production costs in the year the costs are paid or incurred instead of 
capitalizing them and recovering them through depreciation. The current writeoff is allowed if the 
aggregate costs do not exceed $15 million for each qualifying production ($20 million if a 
significant amount of the production costs are incurred in certain designated areas) (the 
"production cost limiC). A film or television production is a qualified film or television 
production if 7YJo of the total compensation of the production is compensation for services 
performed in the U.S. hy actors, directors, producers, and other relevant production personnel (the 
"75 percent 

The Code Sec. 181 deduction is allowed for the cost of producing qualified film and television 
productions for which principal photography begins after Oct. 22,2004, and before lan. 1, 2009. 
Production costs incurred before or after this period may be deducted so long as principal 
photography commences during the period. (T.D. 9312, 02/08/2007) 

Highlights of the telllporary regs: Key items addressed in the temporary regs include the follow: 

• Code Sec. 181 refers to "the taxpayer" who makes the election and takes the deduction. The 
regs provide that only the owner of the film or television production may elect to deduct 
production costs under Code Sec. 181. (Reg. § 1.181-1 T(a)(l))The owner of the production is 
deemed to be the person or persons otherwise required to capitalize production costs into the 
basis of the film or television production under Code Sec. 263A (or the person or persons that 
would be req uired to capitalize production costs if subject to Code Sec. 263A). (Reg. § 1.181-
1 T(a)(2)) 

• Distribution costs are specifically excluded from the definition of production costs under 
Code Sec. 181 (Reg. § 1.181-1 T(a)O» 

• Code Sec. 181 doesn't require the production to be placed in service in order for the producer 
to begin deducting production costs, and there is no requirement that the production ever be 
placed in service or completed. However, the regs require that, at the time the election is made 
and in any year that a deduction is claimed, a taxpayer must have a reasonable basis for 
believing that the production will be set for production (as defined in American Institute of 
Certified Public Accountants Statement of Position 00-2), will be a qualified film or television 
production upon completion, and \vill not exceed the production cost limit. (Reg. § 1.181 
2T(a)(2» 

• The temporary regs treat the cost of acquiring a production as a production cost. (Reg. § 
1.181 IT(a)(3») 
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• The costs of obtaining financing, including premium costs for completion guarantees, are 
production costs that are subject to the production cost limit and are deductible under Code 
Sec. 18i. In addition, jf the completion guarantor loans additional funds to the producer and 
the funds are expended by the producer to complete the production, or if the completion 
guarantor incurs additional production costs on its own behalf, the additional funds are 
production costs under Code Sec. 181. (Reg. § 1.181-1 T( a)(3)) 

• Participation and residuals (P&R) costs are production costs that are deductible under Code 
Sec, 181 and are included in the production cost limit. (Reg. § l.181 1 T(a)(3» 

• Code Sec. 181(a)(2)(B) provides a higher production cost limit for a qualified film or 
television production "the aggregate cost of which is significantly incurred" in a designated 
area. Designated areas include areas eligible for designation as low-income communities or 
certain distressed counties and isolated areas. However, neither the statute nor its legislati ve 
history provides a definition for "significantJy incurred," nor do they explain how the standard 
should be applied. The regs provide two different tests for establishing when production costs 
have been significantly incuned in a designated area. One is based 011 production costs while 
the other is based on days of production. (Reg. § 1.ISI-IT(b)(2)(ii) 

• The regs provide the same election requirements and transition rules as previously provided in 
Notice 2006-47, 2006-20 IRB 892 (see Federal Taxes Weekly Alert 5/4/20(6). (Reg. ~ 1.]81-
2T) 

• If the production is owned by a partnership, the election is made at the entil y leveJ. (Reg. § 
L 181-2T(b» 

• In recognition of concerns over the inclusion of P&R costs in the definition of production 
costs under Code Sec. 181, and the fact that the requirements of Code Sec. 181 may 
ultimately not be met notwithstanding a prior reasonable basis for believing otherwise, the 
regs permit taxpayers to revoke a Code Sec. 181 election by filing a statement with the return 
for the tax year in which the revocation is effective identifying the production for which the 
election is revoked. (Reg. § 1.181-2T(d)) 

• A production under Code Sec. 181 includes any film or video tape production the production 
cost of which is subject to capitalization under Code Sec. 263A. (Reg. § L181-3T(b» 

• Total compensation of the production is the total amount of compensation paid for services 
performed anywhere by actors, directors, producers, and other relevant production personnel 
in the production of the film or television production. (Reg. § L 181-3T(c») 

• The regs provide a special rule for animated productions. (Reg. § 1.181-3T( d» 
• The temporary regs require the recapture of any production costs previously deducted under 

Code Sec. 181 in the year the election is voluntarily revoked or the production fails to meet 
the requirements of Code Sec. 181. (Reg. § 1.181-4T(a») 

Effective date. The regs apply to qualified film and television productions with respect to which 
principal photography or, in the case of an animated production, in-between animation, 
commenced on or after Feb. 9, 2007 and before Jan. 1, 2009. (Reg. § 1.181-6T) 16 

IV. Conclusion 

Favorable federal income tax treatment of the filrn industry under current law can reduce 
federal corporate net income, which is the starting point for calculating Nebraska's 
corporate income tax liability, and federal adjusted gross incolne, which is the starting 
point for calculating Nebraska's individual incon1e tax liability. 

Hi "IRS issues temp regs on deduction for qualified film and production costs," NeH'sstand, RIA 
(02116/2007), citing Federal Taxes Weekly Alert, Volume 53, No. 07 (02/15/2007); Treasury Decision 
9312, 02108/2007; Treas. Reg. §§ 1.181 IT, 1.181-2T, 1.181-3'1', 1.181-4T, 1.1S1 and 1.181-6T. 
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LR 487 (2010) Interim Study of Film and New Media Tax Incentives 

Table 2: Amount of Revenue Generated in Nebraska by Film & New Media Industries (2008). 

~ ,Code '" ?*'">'<;;- Filml":T.V;MUSlc;-a,·<,r;'d~N, eW'Media~ndust'rr:'Cl;~~;'Q!t~pti L~ ,h, .":NSlri'c.Oh\fj1axf.? ~~,:;:,:':, :~ S·8Ie~':faX~Paia:i-:7'~.t ;·~"Nebra~ifa-h'~I :'"1.:NEfneome ;tax::·~~'; I ' " ;~$~I.e~lT:a~·<p'aid +", 
'/ , .. ' .. ''', " . ~'.' ·~7 ;~ · :\'~<::? ' ... -1 ,,',:;!o!:'~;;~~Ji~.~1J.~~ \ ~, ~_~,:- \. ;L.iabiiitY(2) "/ ····~ .. ,jo Nebraska (2)" .:,' PO~ul_~~~ (3 ) c:UabHity Per:Capita ,i, •. t():NE " P~r Capi'ta 

512 Motion Picture and Sound Recording Industries 

_,,(~_ '-':i 

512131Motion Picture and Video Exhibition Not yet available Not available 1,783,432 Not yet av?ilable I .. Not yet available 
5121311Motion Picture Theaters (except Drive-Ins) Not yet available Not available L. 1 ,783.,432 Not YQ.t avC!i~ _L_tJ.2.LY_et available 
5121321 Drive-In Motion Picture Theaters Not yet available Not available 1,783,432 Not yet available Not yet available 

-.---- ; r ,; .. · ... N6i a~airable:; ~ ... '('·"'~f.:"r:783'~432'~':"; '~f 

_______ ...------'~~-t ,· N6t available i':'~~. "c,0}78~ ; 432" " 
51219910ther Motion Picture and Video Industries - ; -.- • ... •. """-_'YO:' " - "-:' \;1~g'!I""'~ '·1 " Not y_e~~vail_~~L~.LJ . _. ___ ~Et ·~~§lll~~!e 1,783,432 " Not yet available Not yet ava ilable 

51221Sound Recording Industries Not yet available Not available 1,783,432 Not yet available Not yet available 
512211 Record Production Not yet available Not available 1,783,432 Not yet available Not yet available 
5122211ntegrated Record Production/Distribution Not yet available Not available L_~,Z~~,_~2Not yet available Not yet available 
512241Sound Recording Studios Not yet available Not available 1,783,432 Not yet available Not yet available 
51229 Other Sound Recording Industries Not available 

":61511 Radio Broadcastin ~'? ;,; ~ . - , ,,.- "", ~' ;.'-::~t'~8"'~~ ~.:- . . . . ~ , '; -', Nota'vBilablftt" 
515111 Radio Networks .' , .. .,.:~: I . ;~~,},:, . Not available 
5151121Radio Stations ., ' ....... >. ':? ·1~··;'· o(' '' ~ /~~'~··}-': l;:'~·, Notyet§lJaila~...L~ __ "!9J available < ~ ___ L. __ ]J83.432 Not yet available Not yet available 

51512 Television Broadcasting Not yet available Not available 1,783,432 Not yet available Not yet available 
" ";:;;;~ 5152 Cable' andOther SubsctiptiOrij:programmihg~~~'t~~'-t~i'~ -..... • .-n--:.o-.. : ~~ ~~Nofyer-~Vdilal)re :; :,;; .1' Non.Nailable ,~: · :c';"~, ''":' -'1 ~783:432, .... '·,N61:yetava llabt~ ::~ .. Not:.yetava1lable 

51913 Internet Publishing and Broadcasting and Web Search Portals Not yet available Not available 1,783,432 Not yet available Not yet available 
/:>T6tal:i~ AIiFilm;<TVi'::Music;)' a·rid .: NeW)Media:JndListriEi~~;"~_'" '.J:l.,.I,Ji~X ~~ ~'l('Notyet ravailable"" : \ k-:.t~. ~Nqttctv:ailable' .. ~ , ;'i:.'.:~ ;~ , .783.432'" IJ I N6t~yer-available);~.i: ',1;" 1' NoEyetaVaiiable:,:;/:;: 

Notes: 

Includes "films. televisions shows. commercials. music, web-based content, and Internet-delivered content produced in metropolitan and nonmetropolitan 
areas of Nebraska," [LR 487 (2010),) 

Source: David Dearmont, Tax Policy Research, Nebraska Department of Revenue (402) 471-5700, 

As of July 1 each year. Source: U,S. Census Bureau (http://factfinder.census,gov/seNleVGCTIable? _bm=Y&'geojd=01 OOOUS&-~box_head_nbr= 
GCT ,T1 &·ds_name=P EP _2009_EST&· Jang=en&·format=US-40&· _sse=on). 

Prepared by: Stephen Moore. Research Analyst, Revenue Committee. Nebraska Legislature (September 7. 2010). 



Moore. Stephen 

From: 
Sent: 
To: 
Subject: 

Sheila, 

Moore, Stephen 
Thursday, September 02, 2010 3:52 PM 
Page, Sheila 
RE: Citation for "Up in the Air" document 

Thank you very much for the source citation for the material you delivered to me this afternoon. 

Stephen IVloore, Research Analyst 
Revenue Conul1ittee 
Nebraska Legislature 
\,,·ww.nebraskalegislature.gov 
snl0ore@leg.ne.gov 
(402) 471-0751 

-----Original Message-----
From: Page, Sheila 
Sent: Thursday, September 02, 2010 3:42 PM 
To: Moore, Stephen 
Subject: Citation for "Up in the Air" document 

Hi Stephen, 

Kaylene Carlson put together the markup from the Up in the Air expenditures. She is a freelance Line Producer and 
has worked on Alexander Payne's previous films. 
SP 

Sheila Page, Legislative Aide 
Office of Senator Colby Coash, District 27 

State Capitol 
PO Box 94604 
Lincoln, NE 
402-471-2632 



(These are assumed rates & assum ed days of \-vork) 

Local Hires - 50 Crew, 250 Extras 
Production Supervisor $12,,500 (5 weeks) 

Production Secretary $3300 (3 weeks) 
Prod. Office Asst. � (3) - $2005 (total for aU 3; based 011 14 hr/day) (1 @ 2 wks/2 @ I wk) 
Asst. Location Mgr $ I 2,500 (5 weeks includes tcch scout) 
Location Asst - $3300 (3 weeks includes tech scout) 
Set Asst. (4) $890 (total for a1l4� based on 14 Inld ay ) (2 days each) 
Grips (3) - $3060 (total for all 3; based oniO hr/day) 4 days each 
Electric (3) - $3060 (total for all 3; based on 1 Ohr/day) 4 days each 
Medic - $766.20 (based on 12 hr day + $25/day kit fee) 2 
Swing Gang - $1778.70 (based on t O hr day) 7 days 
Prop Asst. - $1016.40 (based on10 hI' day) 4 days 

Costumers (2) - $2541.00 (total for both, based on 12 hr/day) 5 days each 
Costume PA $600 (based on 14 hr day) 5 days 
Hair ASSL - $766.20 (based on 12 hr day + $35/day kit ) .- 2 days 
Makeup Asst $766.20 (based on i2 hr day + $35/day kit) � 2 days 
Craft Service Asst. (2) - $762.30 (based on 12 hr day) (1 @) 2 daysl { <[�{) I day) 
Studio Teacher $320 (based on 8 hr/day) 2 days 
Construction $3750 (1.5 weeks) 

Extras (250) $22,925 (based on ) 2 hr day) (200 ((�) 1 day/50 ([i) I day) 
Local Transpo. Captain $564-0.25 (based on I 2/hr day) 2.5 includes Tech Scout 
Drivers - (20) $22$33 (l @ bNks/5 @ I wk/ 14 (0) 3 days) 
Total - $105,080.25 

Hotel Rooms 
520 Room Nights - $45,320 (Includes scout nights) 

Car Rentals 1 week rentals (rates wlo tax) 
25 cars - $7500 .00 
12 Maxi Vans $10,380. 
5 TOll - $300. 
2 Tow ncars - $1363.12 
I picture car (l day) $150 
Total - $19,693.12 

Locations - Estimated Total - $25,000 
Airport ? 
OJ d Market -? 
Staging A reas - ? 
Security ? 

Catering/Craft Service/2nd Meal Allowance $6500 

tv1isc Expenses - $7500 
Offi ce su prl ies, offi ce lunches, f ue!, postage, parki ng, COllstruct; on rna t eri a I, si gnage, eq ui pmen t rental, cI eani ng 

In State Total spent - ($209,09337 w-ithou{ Out of To-wn Cast & Crew spend (aka 50% per dicrn) 



UNIQ~Lfubs 

Rates not inc! usi ve of Health/Pension 

I)GA~UPM - (based all Local hire rate) 105,000. (6In) 
21ld

, 2nd AD - (based on Local hire rate) 18,000 - (2.5fn) 
Prod. Coordinator 40,000. (6In) 
Asst. Prod. Coord. 28,000 (501) 
Asst. Art Director 3S~000 (3rn) 
Art Dept. Coord. ~- 20,000 (5111) 
Construct. Coord 50,000 (Sin) 
Construct. Forernan (x4) 38,000 (3.5l11) 
Construct, Labor - (xI2) - 24,000 (3.5nl) 
Const. IVledic 28,000 (3.5111) 
Greens Labor - (x3) 30,000. Avg. (3m) 
BB Rigging Grips i 9,000 (3nl) 
Rigging Grips - (x4) 16,250. (2.5In) 
BB Rigging Electric 19,000 (3Ill) 
Rigging Electrics - (x4) - 16,250. (2.5[n) 
Grips (x4) 20,000. (2.5111) 
Standby Painter - 20,000 (2.5[11) 
Craft Service - 24,000 (2.5ln) 
Asst. Craft Service - 20,000 (2.5) 
Lead Person (Set Dec) 28,000 (3(n) 
On Set Dresser - 19,000 (2.5) 
)wing Gang (x4) 21,000. A vg. (2.5ln) 
Set Dec. Buyer - 21,000 (3In) 
Local Prop Asst - 22,000 (301) 
Key Costutner - 25,000 (3nl) 
Set Costumers - (x2) 20,000 (3In) 
Makeup Asst - 34,000 (2.5m) 
Hair Asst. 34,000 (25m) 
Hair/Makeup Addl's (x2) - 20,000 (2501) 
EJectrics (x4) 20,000 (2.5m) 
2 nd Asst. Camera - 30,000 (2.5m) 
Fihn Loader 25,000 (2.Sln) 
Utility Sound Tech 23,000 (2.5m) 
Video Asst. Op 24,000 (2.SIn) 
Local Transpo. Capt. 45,000 (3.5In) 
Local Drivers - (x IS) 25,000. A vg. (3m) 
Asst. Location Manager 30,000 (4m) 

NQN UbJ1QN Job2 
(No Heal th Care a vai lable) 

Dir, Asst. 16,000. (4.5nl) 
Producer Asst (x2) 16,000 (4.5) 
Office Asst (x3) -- 14,000 (5111) 
Set Asst (x3) - 10,000 (2.5[n) 
Office Secretary 15,000 (4n1) 
Acct. J\sst 14,000 (5111) 
Extra's Coord. 20,000 (3nl) 
Extra's Asst. -- 8,000 (3111) 
Art Dept. PA ~- 10,000 (4In) 
Cast Stand Ins (x3)-- 8000 (2.5nl) 
Local Casting DiL 25,000 (3111) 
Local Casting Asst - 6000 (2In) 
Prop P.A. 6000 (2n1) 
\Vardrobe PA - 7500 (3In) 
Catering Asst- (x3) -15,000 (2.5) 
Location P.A. (x2) 10,000 (3.5) 

T()TAL Potcntial Non-Union lIircs: 26 

Set Medic - 23,000 (2.5m) 
Add'l Set Medic 14,000 (2nl) l'()TAL Potential U Ilion Hires - 86 

This chart does not include the potential local hires for: Stunts, Cast, Extras, Spfx, B Call1Cra, 2nd Unit, 
Day Laborers, Security, Police, Fire., 
A verage length of job is 2.5 nlonths, Average rate of pay is 24,000 for union hires, 12,500 for non union 

ires. 



25 Million Dollar Filnl: 
Union Ell1ployecs - DGl\/\VGA/SAG/Tearnstcrs/IA 
Local/Regional/Out of State 
9 Weeks of Prj nci pal Photography 

Total Fulltirne Cre\v (Includes Local & Out of State): 9 \Vceks or nl0re futltillle work (w/a Writer, Director, 
Producers, Lead Cast or Post Production Crew)- 148 

Non Union 251 Union - 123 
Out of State Hires 30 
Local/Regional Hires l18 (projected gross earnings for all union & non) $2,446,191.00 

Total Part-tinle Crew (Local Crew Only): (including Day L,abor and Day Player Cast Menlbers & Extras,) -
130 

Breakdown wi projected gross earnings: 
45 cast (union) $78,000.00 
lO Misc. Crevv-Non Union $94,000.00 
75 I\1isc. Crew- Union $941,500.00 

Additional Man Days: 
1900 f'v1an Days for Extras (noll union) -$200,000.00 

Estilnated In-State Purchases: (including food, acconlnlociations, 50% of out of town crew perciiern spend, 
materials, good, fuel, location site rental fees, utilities, etc.) 

$2,902,954.00 

Estifllated In-State Rentals: (including vehicles, officelstage facilities, equiplnent, etc.) 
$1,430,969.00 

Estimated Total In-State Revenue: $8,093,615.00 or 30% of total budget 
*NOTE: Total does not potential In-State revenue created by fringes, bank, audit fees, airfares, 

Crew/Cast Parties, gifts, other misc. expenses) 



25 Million Dollar Filnl: 
Union EnlpJoyees -- DGA/\VGA/SAG/Tcalllsters/IA 
Local/Regional/Out of State 
9 Weeks of Principal Photography 

Total Fulltiole Crew (Includes Local & Out of State): 9 \Veeks or lnore fulltinle work (w/o Writer, Director, 
Producers Lead Cast or Post Production (~rew) 127 

Non Union -- 341 Union - 93 
Out of State Hires 36 
Local/Regional Hires -- 91 (projected gross earnings for all union & non) - $1,449,300.00 

Total Part-time Cre\-v ([..,ocal Crevv Only): (including Day L,abor and Day Player Cast ivlel11bers & Extras, 
Securi ty /Police) -

Breakdown wi projected gross earnings: 
J 6 cast (ullion) $53,400.00 
15 I\.1isc. Crew -Non Union $139,500.00 
68 Misc. Crew- Union - $879,971.00 

Additionall\1an Days: 
lOOO Man Days for Extras (non union) -$ 140,O()O.OO 

Estimated In-State Purchases: (including food, accolllOl0dations, 50~) of out of town crew perdiern spend, 
materials, goods, fueL location site rental fees, lltillties~ etc.) 

$ 1,674,050.00 

Estilnated In-State Rentals: (including vehicles, office/stage faci]ities~ equiprnent, etc.) 
$1,064,720.00 

Estimated Total In-State Revenue: $5,400,941.00 or 25% of total budget 
*NOTE: Total does not potential In-State revenue created by fringes, taxes, bank, audit fees, airfares, 

Crew/Cast Parties, gifts, and other Inisc. expenses) 



Budget Breakdown 

• ATL - Above the Line - Includes 
W ri ter/Director/Producer/Cast 

• BTL - Below the Line - Includes 
all cre\v except for Post, includes 
all i terns reg uired during the 
Production Phase 

• Post - Editorial crew and all rental, 
purchases needed to edi t the 
project 

• Other - Includes Insurance, Bond, 
Contingency, Fees 

~-------------------~====~~ 

oATL 
9000000 - 0 BTL 
8000000 _ ~. 1M! Post 

." mill Other 
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Stephen ~1oore, Research Analyst, Revenue Committee, Nehraska Legislature 



Appendix T2 for Table 2-2007 NAICS Definitions 1 

Line 1. NAICS Code No. 512: i\1otion Picture and Sound Recording Industries 

"Industries in the Motion Picture and Sound Recording Industries subsector group establishments involved 
in the production and distribution of motion pictures and sound recordings. While producers and 
distributors of motion pictures and sound recordings issue works for sale as traditional publishers do, the 
processes are sufficiently different to warrant placing establishments engaged in these activities in a 
separate subsectoL Production is typically a complex process that involves several distincl types of 
establishments that are engaged in activities, such as contracting with performers, creating the film or 
sound content, and providing technical postproduction services. Film distribution is often to exhibitors, 
such as theaters and broadcasters, rather than through the wholesale and retail distribution chain. When the 
product is in a mass-produced form, NAICS treats production and distribution as the n1<~jor economic 
activity as it docs in the Publishing Industries subsector, rather than as a subsidiary activity to the 
manufacture of such products." 

"This subsector docs not include establishments primarily engaged in the wholesale distribution of 
videocassettes and sound recordings, such as compact discs and audio tapes; these establishments are 
included in the Wholesale Trade sector. Reproduction of videocassettes and sound recordings that is carried 
out separately from establishments engaged in production and distribution is treated in NAICS as a 
manufacturing activity." 

Line 2. NAICS Code No. 5121: lYlotion Picture and Video Industries 

"This industry group comprises establishments primarily engaged in the production and/or distribution of 
motion pictures, videos, television programs, or commercials; in the exhibition of motion pictures; or in the 
provision of postproduction and related services." 

Line 3. NAICS Code No. 51211: Motion Picture and Video Production 

"This industry comprises establishments primarily engaged in producing, or producing and distributing 
motion pictures, videos, television programs, or television commercials." 

Line 4. NAICS Code No. 51213: Motion Picture and Video Exhibition 

"This industry comprises establishments primarily engaged in operating motion picture theaters and/or 
exhibiting motion pictures or videos at film festivals, and so forth." 

Line 5. NAICS Code No. 512131: Motion Picture Theaters (except Drive~Ins) 

"This U.S. industry comprises establishments primarily engaged in operating motion picture theaters 
(except drive-ins) and/or exhibiting motion pictures or videos at film festivals, and so forth." 

Line 6. NAICS Code No. 512132: Drive-In Motion Picture Theaters 

"This U.S. industry comprises establishments primarily engaged in operating drive-in motion picture 
theaters. " 

I Source: North American Industry Classification System (NAICS), U.S. Census Bureau 



Line 7. NAICS Code No. 51219: Postproduction Services and Other Motion Picture and Video 
Industries 

"This industry comprises establishments primarily engaged in providing postproduction services and other 
services to the motion picture industry, including specialized motion picture or video postproduction 
services, such as editing, film/tape transfers, titling, subtitling, credits, closed captioning. and computer
produced graphics, animation and special effects, as well as developing and processing motion picture 
film." 

Line 8. NAICS Code No. 51219: Teleproduction and Other Postproduction Services 

"This U.S. industry comprises establishments primarily engaged in providing specialized motion picture or 
video postproduction services, such as editing, film/tape transfers, subtitling, credits, closed captioning, and 
animation and special effects." 

Line 9. NAICS Code No. 512199: Other Motion Picture and Video Industries 

"This U.S. industry comprises establishments primarily engaged in providing motion picture and video 
services (except motion picture and video production, distribution, exhibition, and teleproduction and other 
postproduction services)." 

Line 10. NAICS Code No. 5122: Sound Recording Industries 

"This industry group comprises establishments primarily engaged in producing and distributing musical 
recordings, in publishing music, or in providing sound recording and related services. 

Line 11. NAICS Code No. 51221: Record Production 

"This industry comprises establishments primarily engaged in record production (e.g., tapes, CDs). These 
establishments contract with artists and arrange and finance the production of original master recordings. 
Establishments in this industry hold the copyright to the master recording and derive most of their revenues 
from the sales, leasing, and licensing of master recordings. Establishments in this industry do not have their 
own duplication or distribution capabilities." 

Line 12. NAICS Code No. 51222: Integrated Record ProductionIDistribution 

"This industry comprises establishments primarily engaged in releasing, promoting, and distributing sound 
recordings. These establishments manufacture or arrange for the manufacture of recordings, such as audio 
tapes/cassettes and compact discs, and promote and distribute these products to wholesa1ers, retailers, or 
directly to the public. Establishments in this industry produce master recordings themselves, or obtain 
reproduction and distribution rights to master recordings produced by record production companies or other 
integrated record companies." 

Line 13. NAICS Code No. 51224: Sound Recording Studios 

"This industry comprises establishments primarily engaged in providing the facilities and technical 
expertise for sound recording in a studio. This industry includes establishments that provide audio 
production and postproduction services to produce master recordings. These establishments may provide 
audio services for film, television, and video productions." 

Line 14. NAICS Code No. 51229: Other Sound Recording Industries 

"This industry comprises establishments primarily engaged in providing sound recording services (except 
record production, distribution, music publishing, and sound recording in a studio). Establishments in this 
industry provide services, such as the audio recording of meetings and conferences." 

2 



Line 15. NAICS Code No. 51511: Radio Broadcasting 

"This industry comprises establishments primarily engaged in hroadcasting audio signals. These 
establishments operate radio broadcasting studios and facilities for the transmission of aural programming 
to the public, to affiliates, or to subscribers. The radio programs may include entertainment, news, talk 
shows, business data, or religious services." 

Line 16. NAICS Code No. 515111: Radio Networks 

"This U.S. industry comprises establishments primarily engaged in assembling and transmitting aural 
programming to their affiliates or subscribers via over-lhe-air broadcasts, cahlc, or sateliite. The 
programming covers a wide variety of material, such as news services, religious programming, weather, 
sports, or music." 

Line 17. NAICS Code No. 515112: Radio Stations 

"This U.S. industry comprises establishments primarily engaged in broadcasting aural programs by radio to 
the pUblic. Programming may originate in their own studio, from an affiliated network, or from external 
sources." 

Line 18. NAICS Code No. 51512: Television Broadcasting 

"This industry comprises establishments primarily engaged in broadcasting images together with sound. 
These establishments operate television broadcasting studios and facilities for the programming and 
transmission of programs to the public. These establishments also produce or transmit visual programming 
to affiliated broadcast television stations, which in turn broadcast the programs to the public on a 
predetermined schedule. Programming may originate in their own studio, from an affiliated network, or 
from external sources." 

Line 19. NAICS Code No. 5152: Cable and Other Subscription Programnling 

"This industry comprises establishments primarily engaged in operating studios and facilities for the 
broadcasting of programs on a subscription or fee basis. The broadcast programming is typically 
narrowcast in nature (c.g., limited format, such as news, sports, education, or youth-oriented). These 
establishments produce programming in their own facilities or acquire programlning from external sources. 
The programming material is usually delivered to a third party, such as cable systems or direct-to-home 
satellite systems, for transmission to viewers." 

Line 20. NAICS Code No. 51913: Internet Publishing and Broadcasting and Web Search Portals 

"This industry comprises establishments primarily engaged in 1) publishing and/or broadcasting content on 
the Internet exclusively or 2) operating Web sites that use a search engine to generate and maintain 
extensive databases of Internet addresses and content in an easily searchable format (and known as Web 
search portals). The publishing and broadcasting establishments in this industry do not provide traditional 
(non-Internet) versions of the content that they publish or broadcast. They provide textuaL audio, and/or 
video content of general or specific interest on the Internet exclusively. Establishments known as Web 
search portals often provide additional Internet services, such as e-mail, connections to other web sites, 
auctions, news, and other limited content, and serve as a home base for Internet users." 

3 
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LR 487 (2010) Interim Study of Film and New Media Tax Incentives 

Table 3: Other States' Tax Incentives for Movies, TV Shows, and New Media Productions (2008), 

.~State ,. ~ .. ' . 
....... . ........ . 

. . Incentives and : :':> <":" ',".' ;',:'Direct.'Jobs · ,'·:· Wages· Paid ~ · · ','" :':.''..:A~~r~g_~:?/~.:~.~ .~ .. ': .\' ~.~p,ulation ·'"(2) <:· .. ·Wages P'aid -'-; ' 
,' Type hfPr~dJcti()n~ (1) " '!C;~~t~d(1 ).< birec!'\Jb"bsd'Y; : perDire·ctJob··· '", Per~ Capita , ~ ~ 

AK Production Incentives * 806 $11,100,000 513,772 698,473 516 
Movies: 1 
TV Shows: 3 

-;~AL ;:" ProduCtion·lncenti"es;,..';'::'!·,.... . ~. · ' :< i.g4;972 ':>·:;: $168,60(),·000 '< · ,\~ ,. :·;: S33.,91 0 ;." 4 ,708;708 .: . , ' .. $36 
r~ ': ' ',(I~ " Movies: :6 ':' . ' .. ~ '" .. "," j .... ' • '.' : , >;t.\ ~ : ' :' ; I\ , . L 'J: b' ' . .. 
~?--·"":-:" TV.shows :. 15 ' ~ '. ~ .~.:~"-,., . ' - " J . i;·-,; I ., : "; ,.., 

AR Production Incentives * 2,579 $76,000,000 529,469 2,889,450 $26 
Movies: 4 
TV Shows: 15 

10,859 . - , S329~900;OOO " 
." ,--:. . •• ,. ,.r. " ~ , 

.. " l'-; ·.J :.', ' .. -, .!.' ., • . , 

CA Production Incentives • 209,946 $16,700,000,000 $79,544 36,961,664 $452 
Movies: 160 
TV Shows: 320 

'q;.¥.I'~ \, TV.'Shows: .6 ::" .', .' 

CT Production Incentives .. 7,233 5523,200,000 $72,335 3,518,288 $149 
Movies: 11 
TV Shows: 20 

~p.C\* Producti6hhtncentives ~~ : .. :~~~~4':587 ~ ·.SS444,300;000 Ii, . • ;j) ·t~· S96;8611 1' . ' . 599,657 '.~" r''''~ $74·1. 
i ~":':l. ~ovies: ·12:. :].,:..·~'\Yr::.;~.f¥/~ ·~,~~'.1\'~t;it~_~j .~~~{~;¥.~'(~7t{ ~ ... ~, 1.1'W<~";",:' .. ? ... ~: . ;:"..:J-.;....-~ " ,:'~:#. ' . : :!fq(~r: i-.. r::; . 
. mK-& J.y;i$ttows~r;: ., :,.'!1;" .. ~~."'t.$; f l ~'~~'~~'~~~' ii~~~ ';~;£! ··~~-,;-"...,.:t:·r I~'':· ', '. "1-"~:"~i;'\. *A" I ~ "'~, ,:·.~· ... ! -:~, .. ;! "':.~'~.4t:;:~~~~~ 

DE Production lncentives .. 750 $19,400,000 $25,867 885,122 $22 
Movies: 1 

TV Shows: ° 
m..t.~ Pi(j'Qu~ii.oij'Hnce·fitives ~~.i;/ ~ :,,:~~v'31;997. '~$'l;480boo:OOO .-:,;:';·.;1~,.:,,':$46;25'4 .~ ·;~':;'1.8 ' 537 · 9691\···)fr~~r,~ 80 III MQyH~s~26 ~-.'~~~:J; . . ·~!-'~~ifl6..i~~ ~"I-~.j--!id'~ .. ~~~ 1~Jt.,~.,,- ,·.W'.#: .. =-,'.~~{, I~t.:r~f"~5~~ 

~1N~~J'J()ws"';1~.;;.~·r~'4~.W.t~ ~~~"".':t ~ . r' i ~i~~%r~l,.~":}-'~~~~?"7~f; ·· . .. 1 ~;"' ~·~~)Jtot~ .... ~. I:?;~P~'::H InI'.t 

GA Production Incentives • 23,469 $1,280,000,000 $54,540 9,829,211 $130 
Movies: 19 
TV Shows: 73 

fA Production Incentives" 4,168 $92,800,000 $22,265 3,007,856 $31 
Movies: 6 
TV Shows: 1 

I~O~" pr.Q(fuctiorl'lncentives\t ~~, · . ;;~".l'if."'· ' 2.607 t; " : $53;400;000 ,: ........ ~. ·~ $20,483 . ,.~: ~:<1;545,801 ":'/;l1~t'£:S35 
~Mpvies;'!'11~~;-;~.:.:~ ~~~.:,:':.I:. ~~'-'" ··~:" ':::-.. ~H""\: \<;~~'· ·-.":lIe:. :~""~)?' " . , ' ' .. ~. ','. "::"1; -=, . . .. ·. ~:j~;.;f ';,·~ ~ ... :j .. r...=!-~, :: · ~_ 

:~~ TV.:Shows: 2 :: - 'i:~('~ '/ ~;.,: Y·::".::"·I~¥}, ~,,,,;~ ... ! . .... : e Z>~LL ' .: .. , .; "' ti ,;/,- :;:/~ , . ' . . ", ' .. ~".:\ .. 
Il Production Incentives" 24,972 51,080,000,000 $43,248 12,910,409 $84 

Movies: 26 
TV Shows: 12 

<'f' IN :'; I Production Incentives * . " •. 10,192' $267,700,000 ",<" : ':$26,266 : '" < 6,423,113 ' .~ .• ' · < · :·~ ':.', $42 

KS Production Incentives • 3,114 $104,400,000 533,526 2,818,747 $37 
Movies: 7 
TV Shows: 2 

'·'KY·;'; Productionlncentives ,* '· ·· ·· ·:,·3,893 $127,500,000 '. ".' $32,751 
c'. ., .... : ,i.;; 

.'. .....: . . ' ::. ,: •. , . , .. i ...... :·:· 



,~~Ylte · I ; '· < ': :;:.: : J~centivesand , .;·,OirectJobs ; ~', )V~ges Paid: " 
y" r;~;} . .., ,':Typeof Productions (1) .'~ " Created (1 )" .. 'Direct Jobs (1) 

LA Production Incentives • 9,532 S343,1 00,000 
Movies: 44 
TV Shows: 12 

I ~MA: ::~ Production Incentives" , " '" ' 11,524 •. , .$584,400,000 

Average Wage 
Per Direct Job 

S35,995 

Population ~(2) ~'WagesPaid 
'. Per Capita 

4,492,076 S76 

$50,712 , ., ! •. 6,593,5871 <·<' S89 

;. . ... . < . " :-: . .. . \... : .: " ,:; 

MO Production Incentives * 7,858 5505,500,000 S64,329 5,699,478 S89 
Movies : 6 
TV Shows: 1 

;l.'·,ME ., Production Incentives * .' . :. , \. :., ;- 2,809 - ,$84,400,000 ·., '530,046 '.' ,: 1,318,301 ; .'. · $64 

MI Production Incentives * 15,161 5510,000,000 $33,639 9,969,727 $51 
Movies: 35 
TV Shows: 8 

9,426 " 5284,500,000 . .. ,.v.-; .$30,182 ~ . ~ ~ ... 5,266,214 ,, ' , 554 

~"J.;'i'. TV Shows: 6. .. ... . : ..... ~ . .. '. 

MO Production Incentives· 10,393 $325,500,000 $31,319 5,987,580 $54 
Movies: 14 
TV Shows: 0 

I~MS ' f Productionlncentivest"·: .:,.;,, :';;:.:: 1;:: ;·/<"1;225 : 517,800,000 'S14,531 ~':I~ . 2,951 ,996 · ~« " "·;rt ;:~/··56 

MT Production Incentives" 1,185 $16,800,000 514,177 974,989 $17 
Movies: 28 
TV Shows: 23 

I ~ ~NC! ';' Produ.ctiontricentives ;* :.':?{ I ~;;:· :.. ' 9,825 ,. ' $213,700,000 . S21,751 --: t". " 9,380,884 . ~~ :>: $23 

~ 
I - 'I " " .' ;.,,:. "~'r. ;¢" ,._~._~ 

- ,.:} I ~ '': ... :' ". <r'·~ ~ .. ". ; : . : .. '. ,';, i.- - ,';1-,' ( .. ~ • .'~'~"'. , ". 

NO Production Incentives * 1,090 $28,100,000 $25,780 646,844 $43 
Movies: 4 

TV Shows: ° 
I~"'"" ?\" Productiorflncentives '!,~ ;1 ' I (:~-; :::i , ,:i~ ' •. ~. 881 -£;~f$1.5,200,OOO ; ~ ~~: .... '.:.!< ..... ",,,,$17,253 1.l;.<~ l~796,6191 :-::.;~~.~'..;~~Ji.~ ~'S8 
:. Movi~!:f:~tf- ~ ' -; ... ,t.' .~: ,i .;'1-'~~~ : ! ~n.~;'Ii' ··:·:· ~ ,q",- · I ~~·:;' ~·t·,:\ - ',~~::,~\ ~ ,< ' .. f.;;)..:<J:Y;~;: .. ~~'~' ~~!h~.:'~':: , ,f11 ...... I'O": ~~li~,ti:i'tr.'".: := :rV;-;S~ows:Q~~~ ~i:~~·;·,·"fil; .. ,:;:r? i ~' .y:~:l~~>&'~~:~·>;. I:?0·r-(;~ ·' f~ ) l,:.:::,' !"r:~tr.::' ~!'-'t·_·l·:;G.'l ' ~~~ ':f:~~rt1 I ;~' 7~"~~;~('~A:" 

NH Production Incentives" 2,094 $89,900,000 $42,932 1,324,575 $68 
Movies: 18 
TV Shows: 11 

¥#NJ1. Production lncentives '*;;'!iJf'?J.O.
4 

·i~~.~·~11,404 ~~~;S780,600,OOO ~~.r;·: ':; ~' ~;'$68,450 tt~.::8,707 739 1~W:~~S90 
~!$:· . Movies~,;31 ·;~J...~:~r·f'r\'. f>:-...rti:;':; . ~ ~ ·~~'~¥~-: .: :-~*' 3 .. ~ · ' ,.;-.,' .• ..• · ~.:::(~y ?~,~r:~~:~'~~ "*,'~~~~~?"'~"' ''l'' :'~!;~~~;-~:'f 

': ... ~ tv ·Shows: ,l~ l;'-'\.~~ ?:\:+'~\'J' : r·:,.:~;~~~~"-;;;~:' .": i~~~~;('~\';1"~-:"'~~J "'i.&'> ?",,: .. ~~ ... t.1..~ ~~~~~Jl(-;ll' I'4~~~~:~::'lT.~ ., 

NM Production Incentives * 4,055 $146,800,000 $36,202 2,009,671 $73 

Movies: 35 
TV Shows: 12 

JtNV!!J? Production Incentives '~'- - 'r: ~ ~ ~,:3· :,-4 ;·' 4,030 ~~ '$167,500,OOO ~y ~,;- " '. ·~ .$41 ,563 1: !~'~ 2,643,085 ~~;n:~~~- <:0 $63 
~~!" Movies: . 83 ': \:;\:~ '; : '·.~ . . .'.r:," .: .. · · ·I ~; · : . :: . ' · ,-:~;-.... ~. :" 7', .. • . ' :,"- ~· t~ ,."t. "'{;I~ ;!';"': ~ '.f1ii~~ ~ ::"' :L ~ . ;" .. ; .... ~. -:;i;-l;-'t.:· r " ~ 

:~,f~"~~~?TV Shows: 181 ': C' . ".',' :.., ."' . . , :'. -;-i •• .' ". -~.. .... : "'<., . ....,.., ~ •. -: ( :'. ,~~~.:. _ :':r ' T_ .' . '. ;." ~~ ' .:,~ ,' 

NY Production Incentives * 86,637 $7,560,000,000 $87,261 19,541,453 $387 
Movies: 208 
TV Shows: 143 

~;OH ;~: Productionlncentives'\ ;,"'': ': 15,409 .. ' ;,;,$484,200,000 ." $31,423 ." 11,542,645 c ' "':' $42 
., . 

" .:.; 

:-- ... ;, .•.. .. '"< '., .. 

OK Production Incentives * 4,943 $176,200,000 $35,646 3,687,050 $48 
Movies: 5 
TV Shows: 1 

,~.:. OW';: Production Incentives * . 8,200 . •. $268,600,000 .: "$32,756 • 3,825,657 '" ; :.',' $70 
'~ .~!'. Movies: 9 ' " ' . ; . . . ' .:.' 

;. ' .. TV Shows: ° .... ...: .. ..,: " 



Notes: 

1 Source: Motion Picture Association of America (http://www.mpaa.org/policy/state-by-state). 
2 Population as of July 1, 2009. Source: U.S. Census Bureau (http://factfinder.census.gov/servlet/GCTTable?_bm=y&-geojd=O1000US&-_box_ 

head_nbr=GCT-T1&-ds_name=PEP _2009_EST&-Jang=en&-format=US-40&-_sse=on). 
See Appendix T3 for details. 

Prepared by: Stephen Moore, Research Analyst, Revenue Committee, Nebraska LegislattJre (August 9,2010). 
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LR 487 (2010) Interinl Study: Table 3-Appendix 13 

State Tax Incentives for Movie, I'V, and Ne\v Media Productions (2010).1 

AK "Production Incentive: Alaska offers a transferable tax credit equal to 30 percent of in-state 
qualified production expenditures (including payroll for services performed in Alaska) [or film, 
television, video and commercial productions. An additional 10 percent credit is available for 
hiring Alaska residents and an additional two percent credit is available for expenditures made in 
rural areas. An additional two percent credit is also offered for productions made between October 
1 and 30. A minimum in-state to be for the credits." 

New Developments: None. 

AL "Production Incentive: The Entertainment Industry Incentive Act of 2009 includes a 25 percent 
refundable tax credit/rebate for a variety of productions (film, TV, videos, interactive games, 
digital media, interactive websites, etc.) if the in-state spending is at least $500,000 but not more 
than $10 million. It also provides a 35 percent rebate for wages paid to Alabama residents. The 
credits/rebates are at $7.5 million for 2010 and $10 million for 2011 and be nd." 

New Developments: None. 

AR "Production Incentive: The Digital Product and Motion Picture Industry Development Act or 
2009 includes a 15 percent rebate on all qualified production expenditures in Arkansas if there is a 
minimum in-state spend of $50,000 in a six-month period, An additional 10 percent rebate is 
available for in-state below-the-line wages, with no rehate available for on wages $500,000 and 
above and no . The is sub'ect to a ·aLion." 

New Developnlenls: None. 

AZ "Production Incentive: The Motion Picture Production Tax Incentive Program (MOPIC) in 
Arizona includes certain transaction privilege tax and use tax exemptions and a tiered transferable 
income tax credit from 10 percent to 30 percent. The maximum credit requires a $1 million in-state 
spend, At least 50 percent of a production's employees must be Arizona residents for the 

ction to be el' 'ble for the credits." 

New Developlnents: "Cash-strapped Arizona allowed its film tax credit to expire in December 
[2009]; a bill (SB 1409) would have extended the program but did not pass the Legislature.,,2 

CA "Production Incentive: Qualified productions are allowed a 20 percent or 25 percent tax credit 
based on qualified expenditures for taxable years beginning on or after January 1, 201 L The 
incentive also sales or use tax exe ·ons." 

New Developments: Permanent film and television credit regulations were recently adopted by the 
California Film Commission to implement "the corporate franchise and income tax and personal 
income tax fi1m and television credit program. Emergency regulations were previously adopted," J 

CO "Production Incentive: Production incentives offer filmmakers who originate their film 
production in Colorado a 10 percent refund if the in-state below-the line expenditures exceed 
$100,000. Productions that do not originate production activities in Colorado receive a 10 percent 
rcfund if in-state expenditures equal or exceed $1 million. To be eligiblc. productions must spend 
at least 75 percent of expenditures in Colorado and 75 percent of the actors and crew must be 
Colorado residents." 
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New Developments: The production incentive described above by the MPAA is now obsolete. 
Legislation enacted in 2010 makes "a number of changes to the performance-based corporate and 
personal income tax incentives for film production activities in Colorado .... [A] production 
company that employs a work force made up of at least 25% Colorado residents for any in-state 
production may claim a performance-based incentive .... Additionally, the minimum total of 
qualified local expenditures for a film production that is not originated in Colorado is reduced from 
$1 million to $250,000. Finally, the definition of 'film' is also expanded to include a television 
commercial. ... " 4 

CT "Production Incentive: Connecticut's incentives to production include a tiered tax credit of up to 
30 percent (depending on in-state spend) of qualified digital media and motion picture production, 
pre-production and post production expenses incurred in the state. The credit for compensation 
paid is capped at the first $15 million. Production credits may be carried forward for three years." 
First Year Illstituted: 2006. * 
New De~lelopl1lents: Laws 2010, Act 107, SB 176 (effective 07-01-2(10) amended the state's film 
production credit by: "eliminating bonus pay, stock options, and other similar types of 
compensation as eligible production expenses; reducing the amount of principal photography that 
must be done in Connecticut from 50% to 25%; and allowing a production company to qualify for 
the credit if it spends $1 million in post-production expenses within the state. For the film 
production infrastructure credit, the legislation requires leases that qualify as an expense to be 
capital leases." 

DC "Production Incentive: The District of Columbia has a new incentive program but no funding is 
available yet in 20 I O. The program provides a rehate of 42 percent on qualifying direct production 
expenditures that are subject to D.C. taxes. The rehate is lowered to 21 percent on those 
expenditures not subject to D.C. tax. A 30 percent rebate is offered on qualified payroll 
expenditures. The District of Columbia also includes job training and infrastructure investment 
incentives." 
First Year Instituted: 2007. * 

New Developments: None. 

DE "Production Incentive: No significant tax incentive for production exists." 
First Year Instituted: Not applicable. * 

New Developments: None. 

FL "Production Incentive: Florida's production incentives include a transferable tax credit equal to 
20 percent of in-state expenditures, including in-state wages up to $400,000 per qualified resident. 
There are three queues: 1) General Production, which require a minimum spend of $625,000 and 
includes a 5 percent uplift for off-season certified productions; 2) Conlmercial and Music Videos, 
which require a minimum spend of $100,000 or must exceed a combined threshold of $500,000; 
and 3) Independent and Emerging Media Productions, which must spend between $100,000 and 
$625,000. Sales and use tax exemptions are also available for the purchase or lease of motion 
picture, video or other equipment if it was used exclusively as an integral part of production 
activities. To be eligible, the production must employ a cast and below-the-line crew of 50 percent 
Florida residents for the first two years of the program and 60 percent or more of Florida residents 
thereafter. " 
First Year Instituted: 2004. * 

New Developments: During the 2010 legislative session, Florida "replaced its film appropriation 
with a new entertainment industry tax incentive program that will cost about $242 million over five 
years.,,6 "The Office of Film and Entertainment is accepting applications for the Florida 
Entertainment Industry Financial Incentive Program that provides sales and use tax credit awards 
for the state fiscal year 20 I 0-20 11. The priority for projects is determined on a first come, first 
served basis within the appropriate queue. Upon receipt of a final award from the Office of 
Tourism, Trade, and Economic Development, the certified applicant is required to make an 
irrevocable election to apply the credit." 7 "The credit may not be claimed before July 1, 2011. 
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Effective May 28, 2010, costs to a transferred tax credit that are deducted from federal 
taxable income arc required to be added back to the Florida corporate income tax base . ~ 

GA . "Pt'oduction Incentive: The 2008 Georgia Entertainment Industry Investment Act grants to 
qualified productions a transferable income tax credit of 20 percent of all in-state costs for film and 
television investments of $500,000 or more. An additional 10 percenl tax credit is awarded to 
approved projects that embed a Georgia entertainment promotional logo within the titles or credit") 
of each production. Sales and usc tax exemptions are also available for the purchase or lease of a 
wide range of production and post-production equipment and services for qualified production 
act! vitics in the state." 
First Year Instituted: 2005. * 

New Del!e/opmellts: None. 

HI "Production Incentive: Hawaii's production incentives include a 15 percent tax credit on qualified 
production costs incuned on Oahu and 20 percent on the neighbor islands (Big [sland, Kauai, 
Lanai, Maui, Molokai). Productions must s12end at least $200,000 in Hawaii." 
First Year Instituted: 1997. * 

New Developl1lents: None. 

IA "Production Incentive: Iowa's production incentive was suspended", initially in September 2009.') 
First Year Instituted: 2007. * 
IVew Developments: "Effective April 15,2010, the Film Tax Credit Program is suspended and may 
not register any new projects until July 1, 2013. Credits under this program arc available for 
qualified expenditures on or qualified investments in registered film, television. and video projects 
produced in Iowa." 10 

ID "Production Incentive: No significant tax incentive is available for production. Idaho's Motion 
Media Rebate Program offers a 20 percent rebate for qualifying productions 011 all goods and 
services purchased in Idaho if at least $200,000 is spent in the state and at least 20 percent of the 
crew is Idaho residents, however the program is currently not funded," 
First Year Illstituted: 2008. * 

New Developments: None. 

IL "Production Incentive: The new Illinois Film Production Tax Credit went into effect on January 
1, 2009. The tax credit has no sunset and consists of: l) A 30 percent (credit] of the in-
state production spending for the taxable year; and 2) A 30 percent credit on Illinois salaries, up to 
$100,000 per worker. An additional 15 percent credit is available for labor expenditures for 
residents from impoverished areas." 
First Year Instituted: 2004. * 
New Developments: None, 

IN "Production Incentive: The Media Production Expenditure Tax Credit (MPETC) provides 
individuals and companies a refundable tax credit of up to 15 percent of qualified production 
expenditures with an in-state spend greater than $100.000 for films or TV productions less than $6 
miUion. The annual cap is $2.5 Inillion." 
First Year Illstituted: 2008. * 

New Developl1lents: None. 

KS "Production Incentive: Kansas offers a credit equal to 30 percent of in-state production and post-
production expenditures, inel uding wages. A minimum in-state spend of $ J 00,000 must be met for 
productions longer than 30 minutes." 
First Year Illstituted: 2007. * 

New Del'e/opmellts: None. 

KY "Production Incentive: Kentucky offers a 20 percent refundable tax credit for production and 
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post-production related expenditures, including payroll, with a minimum in-state spend of 
$500,000. As an alternative, productions can take a sales and use tax refund for purchases made by 
a motion picture production company in connection with filming in Kentucky if the company films 
or produces one or more motion pictures in the state during any] 2-month period. The incentives 
include a provision requiring script review for appropriate content" 
First Year Instituted: 2008. * 

New Developments: None. 

LA "Production Incentive: Louisiana provides a transferable investor tax credit equal to 30 percent of 
the in-state investment made if it is in excess of $300,000. The transferable employment tax credit 
is equal to 5 percent of the salaries of in-state residents hired (no salaries in excess of $1 million 
will qualify)." 
First Year Illstituted: 1992. * 

New Developl1zents: None. 

MA "Production Incentive: Massachusetts offers a transferable employment credit (or refundable 
credit of 90 percent of its value) equal to 25 percent of Massachusetts sourced income. The 
incentive also includes a film production tax credit equal to 25 percent of in-Commonwealth 
production costs (not including payroll expenses used to claim the payroll credit) if SO percent of 
the total production costs or SO percent of principal photography days occur in the 
Commonwealth. There is a minimum in-Commonwealth spending requirement of $50,000." 
First Year Instituted: 2006. * 

New Developments: None. 

MD "Production Incentive: Maryland's offers a film production rebate fund allowing a qualified 
production to claim a rebate of up to 25 percent of its total direct costs incurred in the state while 
filming on location. To qualify, the production must incur at least $500,000 in total direct costs in 
the state and at least 50 percent of the production's filming must occur in Maryland. There is a low 
annual cap on the rebate. Sales and use lax exemptions also exist." 
First Year Instituted: 2008. * 
New Develop/nents: None. 

ME "Production Incentive: Maine's production incentive includes a wage tax rebate equal to 10 
percent of non-Maine residents' wages and 12 percent of Maine residents' wages on qualified 
productions as well an income tax offset for companies investing in Maine productions. A separate 
5 percent credit is available on in-state expenditures. There are also sales and use tax exemptions 
available." 
First Year Instituted: 2006. * 
New Developments: The production incentive described above was enacted in 2010. (Production 
incentives legislation approved in June 2009 "carried a fiscal note indicating a negative impact on 
state revenue, and the Joint Appropriations and Financial Affairs Committee declined to provide 
funding. The bill was then carried over to 2010." By contrast, the 2010 legislation had "no 
significant fiscal impact.") A key change made by the 2010 legislation lowered "the required 
spending within the state from $250,000 to $75,000, tailoring the law to smaller video and film 
productions that are more likely to be shot in Maine .... Small productions are also likely to 
benefit from provisions that make the tax credits refundable .... Eligible projects will earn a 12 
percent wage-tax rebate for each resident hired and 10 percent for nonresidents. Qualifying 
productions will also be exempt the 5 percent sales tax on production items, from the general sales 
tax on fuel and electricity purchases, and from the 7 percent lodging tax for stays of 28 days or 
longer. Because the income tax incenti ve is a credit, it is available only on the first $50,000 of 
wages for each indi vidual. The previous law ... covered 5 percent of the first $1 million of 
wages." II 

1\'11 "Production Incentive: The l\1ichigan film production credit provides a refundable, assignable tax 
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credit of up to 42 percent of the amount o[ a production company's expenditures 
type) that are incurred in producing a film or other media entertainment project in the 
is a credit equal to 30 percent for payroll expenditures related to below-tile-line, 
talent. Michigan also offers free use of state-owned facilities, properties and resources. 
incentive requires a minimum in-state spend of $50,000." 
First Year Instituted: 2008. * 
New Developmellts: On June 22,2010, the Michigan Department of Treasury issued its 
Taxpayers Regarding Michigan Business Tax Film Production Credit Qualified Vendors, 
informs taxpayers that "For a transaction to qualify as a direct production expenditure, 
questions to consider are: (1) What is the source within Michigan? and (2) What is thc 
qualified transactions? To be sourced within Michigan, the vendor of property or services must 
have a non-temporary established level of physical presence in the state .... Regarding the nature 
of the transaction, several factors will be considered [e.g., "the seller should not he directed or 
bound by the production company's choice of supplier," "drop shipmcnt arrangements must be 
supported by facts and documentation," and "the seller should hear the risk of the breach of 
contract"] .... The totality of the facts, circumstances, and supporting documentation will be 
considered." 12 

l\1N "Production Incentive: No significant tax incentive is available for production. Snowbate, 
Minnesota's Film Jobs Production Program, is not currently funded." 
First Year Instituted: 1997 (Repealed in 2002, but reenacted in 2006.) 
New Developments: None. 

MO "Production Incentive: Missouri provides a transferable/carry forward (five years) income tax 
credit of up to 35 percent of the amount expended in Missouri (or up to 30 percent for qualifying 
ollt-of-state cast and crew when Missouri income taxes are withheld) for production or production-
related activities. The incentive requires a minimum in-state spend of $100,000 for productions 
longer than 30 minutes and a minimum in-state spend of $50,000 for productions less than 30 
minutes. " 
First Year Instituted: 1999. * 
New Developments: None. 

MS "Production Incentive: The Mississippi Motion Picture Incentive Program provides approved 
projects a potential 20 percent rebate on eligible local expenditures (excluding payroll) and a 
separate 20 percent to 25 percent rebate on eligible payroll to non-Mississippi and Mississippi 
residents. The incentive includes some sales tax exemptions and is available to nationally 
distributed motion pictures, television programs, documentaries, short films, DVDs and 
commercials. " 
First Year Instituted: 2004. * 
New Developments: None. 

lVIT "Production Incentive: Under the Big Sky on the Big Screen Act, film and TV productions are 
eligible for a 14 percent refundable tax credit on up to $50,000 in wages paid to Montana residents. 
The incentive also includes a 9 percent refundable tax credit on the production's total qualified 
expenditures in the state as well as no slate sales tax." 
First Year Instituted: 2005. * 
New DeveLopme1lts: None. 

NC "Production Incentive: North Carolina offers a flat refundable income tax credit equal to 25 
percent of qualifying production expenses for leased or purchased items (including fringes and per 
diems); wages up to the first $1 million are included (withholding must be made). In-state expenses 
must total $250,000 at a tuinimum to be eligible. The incentive also includes some sales and use 
tax exemptions. A new interactive digital media production credit offers 15 percent (20 percent if 
in conjunction with a university) for the amount of qualified wages and expenses in excess of 
$50,OOO~ it must be a qualified interactive Internet production and there IS a pe '-P~()dtlCll()n credit 
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cap of $7.5 million." 
First Year Instituted: 2006. * 
New Developmellts: Laws 20 I 0, HB 1973, enacled lhe credits described above, eliminated the 
25% "alternative credit"; allows the film tax credit to be claimed against individual and corporate 
income taxes; establishes January 1, 20 J 4, as the sunset date for the film tax credit; 13 allows the 
new interactive digital media (IOM) production credit to be claimed against the corporate 
franchise tax, corporate income tax, or individual income tax for tax years beginning in 20] I, but 
the credit for 10M (e.g., video game) cannot be claimed for 10M "that contains obscene material or 
that is: developed by the taxpayer for internal lise; a communications service, such as video 
conferencing, wireless telecommunications, a text-based channel, or a chat room; an Internet site 
that is primarily static and primarily designed to provide information about one or more persons, 
businesses, companies, or firms~ political advertising; or a gambling or casino game.,,14 

ND HProduction Incentive: There is no slgnl ficant tax mcenll ve for productIon. 
First Year Illstituted: lot aDnlIc;~hlp 

New Developments: None. 

NE "Production Incentive: No significant tax incentive for production exists." However, the local 
option sales tax incentive available under the Nebraska Advantage Transformational Tourism and 
Redevelopment Act (NATTRA-Laws 2010, LB 1018, §§ 9 and 18) can, arguably, be used as a 
tax incentive for the film industry because it defines a "qua1ified business" to include a "destination 
entertainment center," which includes "live entertainment, multiplex theaters, large-format 
theaters, motion simulators, family entertainment centers, concert halls, virtual reality or other 
interactive games, m ,,(,11m, exhlhitlOl1S or other cultural and leisure-time activities." 
First Year Instituted: 2010. The local option sales tax incentive available under NA TIRA is, 
arguably, a form of tax "production incentive" for film and new media productions. 
New Developments: Enactment of Laws 2010, LB ]018 (NATTRA). 

NH "Production Incentive: There is no significant tax incentive for production." 
First Year Illstituted: Not applicable. * 
New Developments: None. 

NJ "Production Incentive: New Jerse~'s film tax incentives were suspended as of July 1, 2010." 
First Year Instituted: 2005. * 
New Developments: "New Jersey Gov. Chris Christie ... is facing heat from the entertainment 
industry for calling for a suspension of the state's film tax credit program .... Christie plans to 
suspend the program for fiscal 201 1 and take that time to evaluate whether the program is creating 
permanent, full-time jobs, according to the governor's budget proposal." 15 Laws 2010, Ch. 20, AB 
3011 (effective 06-30-2010) reduced the annual cap on credits ($10 million for films and $5 
million for digital media content) that could claimed against the corporation business tax and the 
gross income tax under prior law to $0 for film and $0 for digital media content for FY201 0_11. 16 

Prior law permitted credits equal to 20% of qualified expenditures if certain conditions were met. 
Under the former law, the film credit could be claimed for "60% of total production expenses, 
exclusive of post-production costs," but those expenses had to be incurred in New Jersey "and 
principal photography of the film" had to "commence within 150 days of the approval of the 
application. Under the digital media credit, at least $2 million of the total production expenses" had 
to be "incurred in New Jersey and at leas! $1 million of the qualified digital media content 
production expenses of the taxpayer" had to "include wages and salaries paid to one or more new 
full-time employees in New Jersey." 17 

NM "Production Incentive: New Mexico offas a 25 percent tax rebate on all direct production and 
post-production expenditures, including on New Mexico crews, thal arc subject to taxation by the 
state. The incentive also includes a state sales tax exemption on qualified expenses. The rebate 
applies to feature films, independent tllms, television, regional and national commercials, 
documentaries, video games and post production. Non-resident actors and stunt 11\;;lfullU\;;l~ wil 
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alsogualify under a separate tax struc;~ure." 

First Year Instituted: 2002. * 
Ne»' Developments: None. 

NV "Production Incentive: There is no slgmficant tax incentive for procillctlnn " 
First Year bHtitllfpfl rot yet m,tilllted * 

New Developments: None. 

NY "Production Incentive: New York production incentives incJude a 30 percent to 35 percent (extra 
5 percent for New York City only) fully refundable tax credit on quali fied expenses while filmi ng 
in the state, certain sales tax exemptions and a tax credit of up to 5 percent on investments in 
construction and upgrades to qualIfied film Fn)~II~ti()n faci1ities." 

First Year Instituted: 2007. * 

New Developments: None. 

OH "Production .lH.::t:Il11 v\::. Ohio offers a production tax credit equal to 25 percent of 
production expenditures, including out-of-state wages, with a minimum in-state spend of $300,000. 
There lS ~1:l:'ali:1le 35 percent ref' ~;1L.1 credit for wages paid to OhIO residents" 

First Year Instituted: 2009. * 
New Developments: None. 

OK "Production Incentive: The incentive offers a rebate of up to 37 percent on Oklahoma 
expenditures to qualifying companies filming in the stale. Oklahoma residents must make up 50 
percent of the below-the-line crew to qualify for a ful1 rebate. Rebates vary depcnding on the 
percentage of Oklahoma residents employed in the productions. Crew requircmcnts arc waived for 
a $5 million in-state spend. Oklahoma also offers sales tax exemptions but they cannot he used in 
conjunction with the rebate. The rebate is extended to film, television and commercial productions 
with a minimum budget of $50,000 and spending of at least $25,000 in Ok1ahoma, based on certain 
criteria." 
First Year Iflt:f,rfllfpfl 2005 * 
New Developments: None. 

OR "Production Incentive: Oregon's incenti ve program provides a rebate of 20 percent of a 
production'S Oregon-based goods and services and an additional cash payment of up to 16.2 
percent of wages paid to production personneL Productions must spend a minimum of $1 million 
in Oregon to qualify for the rebate. The incentive also includes no state sales tax." 

First Year Instituted: 2005. * 
New Developments: "Oregon has promulgated a regulation changing the amount of a qualifying 
contribution and the maximum amount of corporate and personal income tax credits allowed for 
certified film production development contributions made by a taxpayer. The amount of a 
qualifying contribution will be 100% (previously, 95%) and will be set the first of each calendar 
quarter. The regulation further states that the tax credit discount rate will never be more than 95% 
or 1ess than 90%. Additionally, the total credits issued to all taxpayers may not exceed $7.5 million 
(previously $5 million) per fiscal year." 18 

PA "Production Incentive: Pennsyl vania offers a 25 percent transferable tax credit to eligible 
productions that seend at least 60 eercent of their total budget in the Commonwealth." ---
First Year Instituted: 2004. * 

----
New Developments: None. 

--
RI "Production Incentive: Rhode Island provides a 25 percent transferable tax credit for all Rhode 

Island production related expenditures, including salaries for people working on the ground locally. 
The filmlTV1commercials/video game production must be filmed primarily in lh~ state and have a 
minimum budget of $300,000. Rhode Island also offers a non-transferable investor tax credit for 
residents in the~tate who invest in ~rojects filmed erimaril~ in Rhode Island. The credits~ cover 
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eligible films, TV shows, CUllIlHell:ials and 'ideo games" 
First Year Instituted: 2005. * 
New Developments: None. 

SC "Production Incentive: Productions that film in South Carolina and spend at least $1 million in 
the state can receive up to a 20 percent cash rebate on in-state employee wages (excluding 
individual salaries of $1 million or more) and a 10 percent cash rebate of up to $3,500 on out-of
state employee wages. Out-or-state performing artists, including stunt performers, are eligible for 
the full 20 percent cash rebate. Additionally, South Carolina offers lip to a 30 percent cash rebate 
on purchases and rentals of in-state goods and services. Productions that spend $250,000 in the 
state qualify for the available sales and use tax exemptIOns" 
First Year Instituted: 2004. 
New Developmellts: Nonc. 

SD "Production Incentive: Therc is no significant tax incentive for production." Actually, however, 
South Dakota allows a refund or credit for sales, usc, and excise taxes on qualified film 
productions, but its tax incenti ve program sunsets June 30, 20 II, pursuant to SL 2006, eh. 57, 
§ 13. "The refund of taxes for a production pertains only to project costs incurred and paid after 
July 1, 2006, and within thirty-six months of the approval of the application required by this 
chapter. No refund may be made unless: (1) The project costs that are incurred in South Dakota 
exceed the sum of two hundred fifty thousand dollars in taxable costs; and (2) The person applying 
for the refund obtains a permit from the secretary as set forth in § 10-460-5 .... " 19 "If the project 
cost for a production exceeds two hundred fifty thousand dollars in taxable costs, the refund shall 
be one hundred percent of the taxes attrihuted to the taxable project costs in excess of two hundred 
fifty thousand dollars." 20 "Production" means "a nationally or regionally distributed motion 
picture, documentary, single television advertisement, or television film made in South Dakota, in 
whole or in part, for theatrical, television, video, internet, or other viewing. The term does not 
include the production of television coverage of news and athletic events or any production that 
contains any obscene material or performance as described in § 22-24-27." 21 "Project cost" means 
uthe amount paid in money, credits, property, or other money's worth for a production. The term 
does not include expenditures made for marketing or advertising a production, other than a 
television advertisement. Nor does the term include expenditures made for goods and services 
obtained out of state for which no sales and use taxes were paid pursuant to chapters 10-45 or 10-
46." 22 

First Year Instituted: 2006. * (SL 2006, Ch. 57.) 
New Developments: None. 

TN ~'Production Incentive: Tennessee offers a tiered rebate program from 13 percent to 17 percent for 
in-state qualified expenditures for movie or episodic television program productions (out-of-state 
companies must spend a minimum of $500,000 in Tennessee). The rebate increases from the base 
13 percent rate if at least 25 percent of the cast andior crew are Tennessee residents andior if the 
production company spends at least $20,000 for music created by Tennessee residents. Sales and 
use tax refunds are also available for out-of-state production companies that spend a minimum of 
$500,000 within a 12-month period." 
First Year Instituted: 2006. * 
New Developments: None. 

TX "Production Incentive: The Texas Moving Image Industry Incentive Program offers qualifying 
feature films, television programs, commercials, video games and stand-alone post
productiOn/finishing projects the opportunity to receive a rebate payment of 5 percent to 17.5 
percent of eligible Texas spending upon completion of a review of their state expenditures. To 
qualify, a $250,000 in-state spend is required: 70 percent of the production crew, actors and extras 
must be Texas residents; and 60 percent of the production must be filmed in Texas. The incentive 
also The prugram includes a provision a!!owmg for a reVIew of iQt it" 

First Year Illstituted: 2009. * 
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New Del1e/op11lellts: None. 

UT "Production Incentive: The Utah Motion Picture Incentive Fund offers 20 percent rebate or 
refundable tax credit of dollars spent in the state. Sales and use tax exemptions are also available 
for the nurchase or lease of maclllnery and t~ Ilt:nt the statl 
First Year Instituted: 2005. * 
New Developments: None. 

VA "Production Incentive: The Governor's Motion Picture Opportunity rund in Virginia provides a 
performance-based cash rebate at the Governor's discretion, taking into consideration length of 
filming, job creation, trainees hired and goods and services purchased in the state. The incentive 
also provides an exemption from state sales and use taxes. The rebate will be paid to qualified 
production companies at the end of physical production and upon review of Virginia expenditures. 
Based on availability, a state owned 35,000 square-foot office building in Richmond is accessible 
for office and production space. On January 1, 2011, a tiered refundable tax credit for production 
expenditures and in-state payroll will begin." 
First Year Illstituted: 2001. (But not funded regularly until 2006.) * 
New Developments: Legislation "creating several refundable corporate and personal income tax 
credits for motion picture production companies [MPPC]" was enacted in 2010. For MPPCs with 
qualifying expenses of at least $250,000 with respect to a motion picture filmed in Virginia, a 
credit is available in the amount of 15% of the company's expenses or 20(~) of such expenses if the 
production is filmed in an economically distressed area. The credit is available for one year only 
and should be based on the all of the taxpayer's qualifying expenses incurred with respect to the 
production, not just the qualifying expenses inCUITed during the taxable year." "Qualifying 
expenses" means "the sum of all goods and services, whether leased or purchased, and 
compensation and wages, except in the case of each individual who directly or indirectly receives 
compensation in excess of $1 million for personal services with respect to a single production. In 
such an instance, only the first $1 million of salary is considered a qualifying expense." A second 
credit is available to MPPCs "equal to 10% of the total aggregate payroll for Virginia residents 
employed in connection with the production of a film in Virginia when total production costs are at 
least $250,000, but not more than $1 million, or 20% of the total aggregate payroll for Virginia 
residents when total production costs exceed $1 million." An additional credit is available to 
MPPCs "equal to 10% of the total aggregate payroll for Virginia residents employed for the first 
time as actors or members of a production crew in connection with the production of a film in 
Virginia. Credits are not available for any production that (1) is political advertising, (2) is a 
television production of a news program or live sporting even~ (3) contains obscene material, or 
(4) is a reality television production." Total credits "allocated to all taxpayers is capped at $2.5 
million for the 2010-2011 biennium and $5 million for each biennium thereafter." 23 

VT "Production Incentive: There is no significant tax incenti ve for production. State sales and use tax 
exemptions are available. There are also credits for nonresident income tax from commercial film 
production if the Vermont income tax exceeds the income tax rate of the stale of residence." 
First Year Instituted: Not applicable. * 
New Developlnents: None. 

WA "Production Incentive: Washington's production-assistance organization Washington Filmworks 
offers a rebate of up to 30 percent of total in-state qualified expenditures, includi ng labor and talent 
who are Washington state residents, for commercial, television and feature film productions. To be 
eligible, the production company must meet certain in-state spending thresholds: $500,000 for a 
feature film, $300,000 for a television production and $l 50,000 for a commercial. Sales and use 
tax exemptions are also available." 
First Year Illstituted: 2006. * 
New Developments: None. 

'VI "Production Incentive: Wisconsin's production incentives include a refundahle income/franchise 
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tax credit equal to 25 percent of in-state production-related expenditures and a non-refundable 
wage credit equal to 25 percent of up to the first $25,000 for in-state wages (excluding the two 
highest paid employees). The program also provides for a credit equal to the sales/usc tax paid on 
purchases of tangible personal property and taxable services directly used in a production. The 
program credits are capped at $500,000:' 
First Year Instituted: 2006. * 
New Developments: None. 

,VV "Production Incentive: The \Vest Virginia I~'ilm Industry Investment Act currently provides for 
transferable tax credits of up to 3 I percent of qualified in-state spending for production on eligible 
feature length theatrical or direct-to-video motion pictures; made-for-TV motion pictures; TV 
pilots, series and miniseries: and more. To be eligible, productions must meet a nunimum in-state 
spend of $25,000." 
First Year Instituted: 2007. '" 
New Developments: None. 

WY "Production Incentive: The Film Industry Financial Incentive (FIFI) program provides a cash 
rebate for production companies of up to ] 5 percent of qualifying motion-picture related 
expenditures in the state of Wyoming, including salaries (except the two highest paid actors), 
benefits, purchases, leases and post -production and digital effects services. The production 
company must spend a minimum of $200,000 to qualify for a potential rebate percentage between 
12 to 15 percent." 
First Year Instituted: 2007. * 
New Developments: 

Endnotes 

* Figure 1, "Movie Production Credits: Blockbuster Support for Lackluster Policy," State Tax Notes, p. 412 
(February 8, 2010). 

l Motion Picture Association of America (http://www.mpaa.org/policy/state-by-state). "Film and television 
production is a powerful engine of U.S. economic growth that brings jobs and revenue to cities and towns 
across America. In fact, just one day of on-location shooting delivers on average $225,000 to the local 
economy. More and lTIOre states understand that show business is good business." [Id.]. 

2 N. White, "New Jersey: Film Industry Attacks Proposed Suspension of Film Tax Breaks," State Tax 
Notes, p. 935 (June 21, 20 I 0). 

3 "California-Permanent Film and Television Credit Regulations Adopted," State Tax Review, p. 5, CCH 
(July 1,2010). 

4 "Colorado-Film Production Incentives Expanded," State Tax Rel'iew, p. 4, CCH (June 3, 2010), citing 
Laws 2010, HB ] 180, effective ~1ay 18,2010, applicable to any applications for a performance-based 
incentive for film production activities in Colorado received by the Colorado Office of Film, Television, 
and Media on or after May 18,2010. 

5 "Connecticut-Income Tax: film Production Credits Modified," State Tax Review, p. 4, CCH (June 17, 
2010). 

6 B. Hamilton, "The 'Big Enchilada': Can Eliminating Exemptions Solve Budget Problems?", State Tax 
Notes, p. 120 (July 12,20]0). 
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7 "Florida-S&U Tax: Applications being Accepted for Entertainment Industry Financial Incentive 
Program," State Tax Review, p. 8, CCH (July 22, 2010), citing Tax Information PublicatioJl, No. 10A01-08, 
Florida Department of Revenue (June 29, 2010). 

8 "Florida~~Income Tax Credits Enacted for ... Entertainment Industry~" State Tax RevieH', p. 7, CCH 
(J une 10, 20 10), citing Laws 20 I 0, SB 1752, effective July 1, 20 I 0, except as otherwise noted. 

9 J. Kristan, CPA, "Iowa Film Tax Credit Scandal: A Warning for Other States," State Tox Notes, p. 422 
(February 8, 2(10): 

"Over the summer of 2009, state officials quietly began to look closely at 'half-price 
filmmaking,' using an outside auditor.. . At 4:56 p.m. on a Friday in September, Governor 
Culver announced the resignation of the DED director and made the first public disclosure of a 
scandal: 

• A Mercedes and a Range Rover were purchased for producers to keep \\'ith film credit 
funds. 

• Not a single film's expenses were adequately documented. Only 2 of 18 even submitted 
receipts. 

• Contracts were amended to increase credits after approval. 
• Large payments were made to relatives of filmmakers with credit funds. 
• Payments were made outside of Iowa, when only payments in Iowa qualified. 

Wheeler was fired and a criminal investigation opened. The AG's office said the credit.s were 
being granted based on a misreading of the law. The credit was suspended, leaving productions in 
limbo. After the state lost a law suit, though, the credit program was re-opened on a limited basis. 

The outside auditor's report described a film office in chaos, with fragmentary records, no 
support staff, almost no documentation to support the giveaway that could amount to $121 per 
Iowan. Credits were claimed for non-cash expenses such as 'consideration' for having your name 
in the [film's] credits, and even for the costs of brokering the credits. They \vere also issued in 
advance of expenses. Strawman Iowa LLCs were used to claim credits for non-Iowa expenses." 

lO Tax Newsletter, CCH (April 2010), citing Laws 2010, S.P. 2380, effective July 1, 2010. 

II "Maine-Governor Praises Changes In Film Tax Incentives," State Tax Notes, p. 255 (April 26, 2010), 
citing Laws 2010, LD 1449. 

12 "Michigan-Income Tax: Film Production Expenditures Credit Discussed," State Tax Review, pp. 17-18, 
CCH (July 8, 2010). 

13 "North Carolina-Senate Approves Economic Development Incentives," State Tax Notes, p. 83 (July 12, 
2010). 

14 "North Carolina-Multiple Taxes: Various Economic Incentives Extended and Modified; Interactive 
Digital Media Credit Enacted," Tax Newsletter, CCH (July 26, 2010). 

15 N. \Vhite, "New Jersey-Film Industry Attacks Proposed Suspension of Film Tax Breaks," State Tax 
Noles, pp. 934-935 (June 21,2010). 

16 "New Jersey- ... Film and Digital Media Credits Suspended," State Tax Revie'tv, p. 19, CCH (July 15, 
2010). 

17 "New Jersey- .. Film and Digital Media Credits Suspended," State Tax Rel'ie-..v, p. 19, CCH (July 15, 
2010). 

11 



Su!tHieh MoOre, Kesearcn Analyst, Kevenue Committee, Nebraska Legislature (August 20, 2010) 

18 "Oregon-Income Tax: Film Production Development Contributions Credit Amended," State Tax 
Review, p. 22, CCH (June 17, 20 I 0), citing OAR 951-003-0005, Oregon Film and Video Office, effecti vc 
April 26, 20 I O. 

19 Codified Laws of South Dakota, § 10-46D-3. 

20 Codified Laws of South Dakota, § 10-46D-4. 

21 Codified Laws of South Dakota, § 10-46D-1 (4). 

22 Codified Laws of South Dakota, § 10-460-1 (5). 

23 "Virginia-Motion Picture Production Credits Created, State Tax Revie"t', p. 27, CCH (April 22, 2010), 
citing Laws 2010, HB 861, effective July 1,2010, applicable to tax years beginning on or after January I, 
2011. 
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LR 487 (201 0) Interim Study of Film and New Media Tax Incentives 

Table 3A: Ranking States' Film Production Incentives by "Average Wage Per Direct Job" (2008). 

DC Production Incentives * 4,587 $444,300,000 
NY Production Incentives * 86,637 $7,560,000,000 
CA Production Incentives .. 209,946 $16,700,000,000 
CT Production Incentives * 7,233 $523,200,000 
NJ Production Incentives * 11,404 $780,600,000 
MD Production Incentives .. 7,858 $505,500,000 
GA Production Incentives .. 23,469 $1,280,000,000 
MA Production Incentives .. 11,524 $584,400,000 
VA Production Incentives .. 12,483 $608,000,000 
FL Production Incentives .. 31,997 $1,480,000,000 
IL Production Incentives * 24,972 $1,080,000,000 

NH Production Incentives * 2,094 $89,900,000 
TN Production Incentives .. 12,850 $538,800,000 
NV Production Incentives * 4,030 $167,500,000 
CO Production Incentives * 11,171 $463,800,000 
PA Production Incentives * 18,184 $735,400,000 
RI Production Incentives * 1,494 $57,200,000 

NM Production Incentives * 4,055 $146,800,000 
LA Production Incentives * 9,532 $343,100,000 
OK Production Incentives * 4,943 $176,200,000 
TX Production Incentives * 43,167 $1,530,000,000 
AL Production Incentives * 4,972 $168,600,000 
MJ Production Incentives .. 15,161 $510,000,000 
KS Production Incentives * 3,114 $104,400,000 
OR Production Incentives * 8,200 $268,600,000 
KY Production Incentives * 3,893 $127,500,000 
HI Production Incentives .. 2,998 $96,200,000 
SC Production Incentives * 4,396 $140,700,000 
OH Production Incentives * 15,409 $484,200,000 
MO Production Incentives * 10,393 $325,500,000 
WA Production Incentives * 11,290 $347,800,000 
AZ Production Incentives * 10,859 $329,900,000 
MN Production Incentives * 9,426 $284,500,000 
ME Production Incentives * 2,809 $84,400,000 
AR Production Incentives * 2,579 $76,000,000 
WI Production Incentives * 8,820 $232,200,000 
IN Production Incentives * 10,192 $267,700,000 
UT Production Incentives * 6,930 $180,800,000 
DE Production Incentives * 750 $19,400,000 
NO Production Incentives * 1,090 $28,100,000 
VT Production Incentives * 1,130 $28,500,000 
WV Production Incentives * 2,180 $49,700,000 
IA Production Incentives * 4,168 $92,800,000 
NC Production Incentives * 9,825 $213,700,000 
10 Production Incentives * 2,607 $53,400,000 
NE Production Incentives * 881 $15,200,000 
SO Production Incentives * 955 $14,000,000 
MS Production Incentives * 1,225 $17,800,000 
MT Production Incentives * 1,185 $16,800,000 
AK Production Incentives .. 806 $11,100,000 
WY Production Incentives * 413 $4,500,000 

Notes: 
1 Source: Motion Picture Association of America (http://www.mpaa.org/policy/state-by-state). 

$96,861 599,657 
$87,261 19,541,453 
$79,544 36,961,664 
$72,335 3,518,288 
$68,450 8,707,739 
$64,329 5,699,478 
$54,540 9,829,211 
$50,712 6,593 ,587 
$48,706 7,882,590 
$46,254 18,537,969 
$43,248 12,910,409 
$42 ,932 1,324,575 
$41,930 6,296,254 
$41,563 2,643,085 
$41,518 5,024,748 
$40,442 12,604,767 
$38,286 1,053,209 
$36,202 2,009,671 
$35,995 4,492,076 
$35,646 3,687,050 
$35,444 24,782,302 
$33,910 4 ,708 ,708 
$33,639 9,969,727 
$33,526 2 ,818,747 
$32,756 3,825,657 
$32,751 4,314,113 
$32,088 1,295,178 
$32,006 4,561,242 
$31.423 11,542,645 
$31,319 5,987,580 
$30,806 6,664,195 
$30,380 6,595,778 
$30,182 5,266,214 
$30,046 1,318,301 
$29,469 2,889,450 
$26,327 5,654,774 
$26,266 6,423,113 
$26,089 2,784,572 
$25,867 885,122 
$25,780 646,844 
$25,221 621,760 
$22,798 1,819,777 
$22,265 3,007,856 
$21,751 9,380,884 
$20,483 1,545,801 
$17,253 1,796,619 
$14,660 812,383 
$14,531 2,951,996 
$14,177 974,989 
$13,772 698,473 
$10,896 544,270 

$741 
$387 
$452 
$149 

$90 
$89 

$130 
$89 
$77 
$80 
$84 
$68 
$86 
$63 
$92 
$58 
$54 
$73 
$76 
$48 
$62 
$36 
$51 
$37 
$70 
$30 
$74 
$31 
$42 
$54 
$52 
$50 
$54 
$64 
$26 
$41 
$42 
$65 
$22 
$43 
$46 
$27 
$31 
$23 
$35 

$8 
$17 
$6 

$17 
$16 

$8 

2 Population as of Ju ly 1. 2009. Source: U.S. Census Bureau (http://factfinder.census.gov/servletlGCTTable?_bm=y&-geojd=01000US&- __ box ._ 
head_nbr=GCT·T1&-ds_name=PEP _2009_EST&-Jang=en&-format=US-40&-_ sse=on). 

See Appendix T3 tor deta ils. 
Prepared by: Stephen Moore. Research Analyst. Revenue Commit1ee, Nebraska Leqislature (Auqust 9, 2010) . 



LA 487 (2010) Interim Study of Film and New Media Tax Incentives 

Table 38: Ranking States' Film Production Incentives by "Direct Jobs Created" (2008). 

CA Production Incentives * 209,946 $16,700,000,000 
NY Production Incentives * 86,637 $7,560,000,000 
TX Production Incentives * 43,167 $1,530,000,000 
FL Production Incentives * 31,997 $1,480,000,000 
IL Production Incentives * 24,972 $1,080,000,000 

GA Production Incentives * 23,469 $1,280,000,000 
PA Production Incentives * 18,184 $735,400,000 
OH Production Incentives * 15,409 $484,200,000 
MI Production Incentives * 15,161 $510,000,000 
TN Production Incentives * 12,850 $538,800,000 
VA Production Incentives * 12,483 $608,000,000 
MA Production Incentives * 11,524 $584,400,000 
NJ Production Incentives * 11,404 $780 ,600,000 
WA Production Incentives * 11,290 $347,800,000 
CO Production Incentives * 11,171 $463,800,000 
AZ Production Incentives * 10,859 $329,900,000 
MO Production Incentives * 10,393 $325,500,000 
IN Production Incentives * 10,192 $267,700,000 
NC Production Incentives * 9,825 $213,700,000 
LA Production Incentives * 9,532 $343,100,000 
MN Production Incentives * 9,426 $284,500,000 
WI Production Incentives * 8,820 $232,200,000 
OR Production Incentives * 8,200 $268,600,000 
MO Production Incentives * 7,858 $505,500,000 
CT Production Incentives * 7,233 $523,200,000 
UT Production Incentives * 6,930 $180,800,000 
AL Production Incentives * 4,972 $168,600,000 
OK Production Incentives * 4,943 $176,200,000 
DC Production Incentives" 4,587 $444,300,000 
SC Production Incentives" 4,396 $140,700,000 
IA Production Incentives * 4,168 $92,800,000 

NM Production Incentives * 4,055 $146,800,000 
NV Production Incentives" 4,030 $167,500,000 
KY Production Incentives" 3,893 $127,500,000 
KS Production Incentives * 3,114 $104,400,000 
HI Production Incentives * 2,998 $96,200,000 
ME Production Incentives * 2,809 $84,400,000 
10 Production Incentives * 2,607 $53,400,000 
AR Production Incentives * 2,579 $76,000,000 
WV Production Incentives * 2,180 $49,700,000 
NH Production Incentives" 2,094 $89,900,000 
RI Production Incentives * 1,494, $57,200,000 
MS Production Incentives * 1,225 $17,800,000 
MT Production Incentives * 1,185 $16,800,000 
VT Production Incentives * 1,130 $28,500,000 
NO Production Incentives * 1,090 $28,100,000 
SO Production Incentives * 955 $14,000,000 
NE Production Incentives * 881 $15,200,000 
AK Production Incentives" 806 $11,100,000 
DE Production Incentives * 750 $19,400,000 
WY Production Incentives * 413 $4,500,000 

Notes: 
1 Source: Motion Picture Association of America (http://www.mpaa.org/policy/state-by-state). 

$79,544 
$87,261 
$35,444 
$46,254 
$43,248 
$54,540 
$40,442 
$31,423 
$33,639 
$41,930 
$48,706 
$50,712 
$68,450 
$30,806 
$41,518 
$30,380 
$31,319 
$26,266 
$21,751 
$35,995 
$30,182 
$26,327 
$32,756 
$64,329 
$72,335 
$26,089 
$33,910 
$35,646 
$96,861 
$32,006 
$22,265 
$36,202 
$41,563 
$32,751 
$33,526 
$32,088 
$30,046 
$20,483 
$29,469 
$22,798 
$42,932 
$38,286 
$14,531 
$14,177 
$25,221 
$25,780 
$14,660 
$17,253 
$13,772 
$25,867 
$10,896 

36,961,664 
19,541,453 $387 
24,782,302 $62 
18,537,969 $80 
12,910,409 $84 

9,829,211 $130 
12,604,767 $58 
11,542,645 $42 

9,969,727 $51 
6,296,254 $86 
7,882,590 $77 
6,593,587 $89 
8,707,739 $90 
6,664,195 $52 
5,024,748 $92 
6,595,778 $50 
5,987,580 $54 
6,423,113 $42 
9,380,884 $23 
4,492,076 $76 
5,266,214 $54 
5,654,774 $41 
3,825,657 $70 
5,699,478 $89 
3,518,288 $149 
2,784,572 $65 
4,708,708 $36 
3,687,050 $48 

599,657 $741 
4,561,242 $31 
3,007,856 $31 
2,009,671 $73 
2,643,085 $63 
4,314,113 $30 
2,818,747 $37 
1,295,178 $74 
1,318,301 $64 
1,545,801 $35 
2,889,450 $26 
1,819,777 $27 
1,324,575 $68 
1,053,209 $54 
2,951,996 $6 

974,989 $17 
621,760 $46 
646,844 $43 
812,383 $17 

1,796,619 $8 
698,473 $16 
885,122 $22 
544,270 $8 

2 Population as of July 1,2009. Source: U.S. Census Bureau (http://fact1inder.census.gov/servletlGCTTable? _bm=y&-geojd=01000US&-_box_ 
head_nbr=GCT-T1&-ds __ name=PEP _2009_EST&-Jang=en&-format=US-40&-_sse=on). 

See Appendix T3 tor details. 
Prepared by: Stephen Moore, Research Analyst , Revenue Committee, Nebraska Legislature (August 9,2010) . 
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Table 3C: Ranking States' Film Production Incentives by "Wages Paid: Direct Jobs" (2008). 

CA Production Incentives • 209,946 $16,700,000,000 
NY Production Incentives • 86,637 $7,560,000,000 
TX Production Incentives • 43,167 $1,530,000,000 
FL Production Incentives • 31,997 $1,480,000,000 
GA Production Incentives • 23,469 $1,280,000,000 
IL Production Incentives • 24,972 $1,080,000,000 
NJ Production Incentives • 11,404 $780,600,000 
PA Production Incentives • 18,184 $735,400,000 
VA Production Incentives • 12,483 $608,000,000 
MA Production Incentives • 11,524 $584,400,000 
TN Production Incentives • 12,850 $538,800,000 
CT Production Incentives • 7,233 $523,200,000 
MI Production Incentives • 15,161 $510,000,000 
MD Production Incentives • 7,858 $505,500,000 
OH Production Incentives • 15,409 $484,200,000 
CO Production Incentives • 11,171 $463,800,000 
DC Production Incentives • 4,587 $444,300,000 
WA Production Incentives • 11,290 $347,800,000 
LA Production Incentives • 9,532 $343,100,000 
AZ Production Incentives • 10,859 $329,900,000 
MO Production Incentives • 10,393 $325,500,000 
MN Production Incentives • 9,426 $284,500,000 
OR Production Incentives • 8,200 $268,600,000 
IN Production Incentives • 10,192 $267,700,000 
WI Production Incentives * 8,820 $232,200,000 
NC Production Incentives • 9,825 $213,700,000 
UT Production Incentives * 6,930 $180,800,000 
OK Production Incentives * 4,943 $176,200,000 
AL Production Incentives * 4,972 $168,600,000 
NV Production Incentives * 4,030 $167,500,000 
NM Production Incentives * 4,055 $146,800,000 
SC Production Incentives * 4,396 $140,700,000 
KY Production Incentives * 3,893 $127,500,000 
KS Production Incentives * 3,114 $104,400,000 
HI Production Incentives * 2,998 $96,200,000 
IA Production Incentives * 4,168 $92,800,000 
NH Production Incentives * 2,094 $89,900,000 
ME Production Incentives * 2,809 $84,400,000 
AR Production Incentives * 2,579 $76,000,000 
RI Production Incentives * 1,494 $57,200,000 
10 Production Incentives * 2,607 $53,400,000 
WV Production Incentives * 2,180 $49,700,000 
VT Production Incentives * 1,130 $28,500,000 
NO Production Incentives * 1,090 $28,100,000 
DE Production Incentives • 750 $19,400,000 
MS Production Incentives * 1,225 $17,800,000 
MT Production Incentives * 1,185 $16,800,000 
NE Production Incentives • 881 $15,200,000 
SO Production Incentives * 955 $14,000,000 
AK Production Incentives • 806 $11,100,000 
WY Production Incentives * 413 $4,500,000 

Notes: 
1 Source: Motion Picture Association of America (http://www.mpaa.org/policy/state-by-state). 

$79,544 36,961,664 
$87,261 19,541,453 
$35,444 24,782,302 
$46,254 18,537,969 
$54,540 9,829,211 
$43,248 12,910,409 
$68,450 8,707,739 
$40,442 12,604,767 
$48,706 7,882,590 
$50,712 6,593,587 
$41,930 6,296,254 
$72,335 3,518,288 
$33,639 9,969,727 
$64,329 5,699,478 
$31,423 11,542,645 
$41,518 5,024,748 
$96,861 599,657 
$30,806 6,664,195 
$35,995 4,492,076 
$30,380 6,595,778 
$31,319 5,987,580 
$30,182 5,266,214 
$32,756 3,825,657 
$26,266 6,423,113 
$26,327 5,654,774 
$21,751 9,380,884 
$26,089 2,784,572 
$35,646 3,687,050 
$33,910 4,708,708 
$41,563 2,643,085 
$36,202 2,009,671 
$32,006 4,561,242 
$32,751 4,314,113 
$33,526 2,818,747 
$32,088 1,295,178 
$22,265 3,007,856 
$42,932 1,324,575 
$30,046 1,318,301 
$29,469 2,889,450 
$38,286 1,053,209 
$20,483 1,545,801 
$22,798 1,819,777 
$25,221 621,760 
$25,780 646,844 
$25,867 885,122 
$14,531 2,951,996 
$14,177 974,989 
$17,253 1,796,619 
$14,660 812,383 
$13,772 698,473 
$10,896 544,270 

$387 
$62 
$80 

$130 
$84 
$90 
$58 
$77 
$89 
$86 

$149 
$51 
$89 
$42 
$92 

$741 
$52 
$76 
$50 
$54 
$54 
$70 
$42 
$41 
$23 
$65 
$48 
$36 
$63 
$73 
$31 
$30 
$37 
$74 
$31 
$68 
$64 
$26 
$54 
$35 
$27 
$46 
$43 
$22 

$6 
$17 

$8 
$17 
$16 

$8 

2 Population as of July 1, 2009. Source: U.S. Census Bureau (httpJ/factfinder.census.gov/servleVGCTTable? _bm=y&-geo._id=01 OOOUS&-_box_ 
head_nbr=GCT -T1 & -ds_name=PEP _2009_EST& -Jang=en& -format=US-40&-_sse=on) . 

See Appendix T3 for details. 
Prepared by: Stephen Moore , Research Analyst, Revenue Committee, Nebraska LegislatufC (August 9, 2010). 



LA 487 (2010) Interim Study of Film and New Media Tax Incentives 

Table 3D: Ranking States' Film Production Incentives by "Wages Paid Per Capita" (2008). 

DC Production Incentives * 4,587 $444,300,000 
CA Production Incentives * 209,946 $16,700,000,000 
NY Production Incentives * 86,637 $7,560,000,000 
CT Production Incentives * 7,233 $523,200,000 
GA Production Incentives * 23,469 $1,280,000,000 
CO Production Incentives * 11,171 $463,800,000 
NJ Production Incentives * 11,404 $780,600,000 
MD Production Incentives * 7,858 $505,500,000 
MA Production Incentives * 11,524 $584,400,000 
TN Production Incentives * 12,850 $538,800,000 
IL Production Incentives * 24,972 $1,080,000,000 
FL Production Incentives * 31,997 $1,480,000,000 
VA Production Incentives * 12,483 $608,000,000 
LA Production Incentives * 9,532 $343,100,000 
HI Production Incentives * 2,998 $96,200,000 

NM Production Incentives * 4,055 $146,800,000 
OR Production Incentives * 8,200 $268,600,000 
NH Production Incentives * 2,094 $89,900,000 
UT Production Incentives * 6,930 $180,800,000 
ME Production Incentives * 2,809 $84,400,000 
NV Production Incentives * 4,030 $167,500,000 
TX Production Incentives * 43,167 $1,530,000,000 
PA Production Incentives * 18,184 $735,400,000 
MO Production Incentives * 10,393 $325,500,000 
RI Production Incentives * 1,494 $57,200,000 

MN Production Incentives • 9,426 $284,500,000 
WA Production Incentives • 11,290 $347,800,000 
MI Production Incentives • 15,161 $510,000,000 
AZ Production Incentives • 10,859 $329,900,000 
OK Production Incentives • 4,943 $176,200,000 
VT Production Incentives • 1,130 $28,500,000 
NO Production Incentives • 1,090 $28,100,000 
OH Production Incentives • 15,409 $484,200,000 
IN Production Incentives .. 10,192 $267,700,000 
WI Production Incentives .. 8,820 $232,200,000 
KS Production Incentives .. 3,114 $104,400,000 
AL Production Incentives .. 4,972 $168,600,000 
ID Production Incentives· 2,607 $53,400,000 
IA Production Incentives .. 4,168 $92,800,000 
SC Production Incentives .. 4,396 $140,700,000 
KY Production Incentives .. 3,893 $127,500,000 
WV Production Incentives .. 2,180 $49,700,000 
AR Production Incentives .. 2,579 $76,000,000 
NC Production Incentives • 9,825 $213,700,000 
DE Production Incentives • 750 $19,400,000 
SO Production Incentives .. 955 $14,000,000 
MT Production Incentives .. 1,185 $16,800,000 
AK Production Incentives • 806 $11,100,000 
NE Production Incentives .. 881 $15,200,000 
WY Production Incentives .. 413 $4,500,000 
MS Production Incentives • 1,225 $17,800,000 

Notes: 
1 Source: Motion Picture Association of America (http://www.mpaa.orgfpolicy/state-by-state) . 

$96,861 599,657 $741 
$79,544 36,961,664 $452 
$87,261 19,541,453 $387 
$72,335 3,518,288 $149 
$54,540 9,829,211 $130 
$41,518 5,024,748 $92 
$68,450 8,70/,739 $90 
564,329 5,699,478 $89 
$50,712 6,593,587 $89 
$41,930 6,296,254 $86 
$43,248 12,910,409 $84 
$46,254 18,537,969 $80 
$48,706 7,882,590 $77 
$35,995 4,492,076 $76 
$32,088 1,295,178 $74 
$36,202 2,009,671 $73 
$32,756 3,825,657 $70 
$42,932 1,324,575 $68 
$26,089 2,784,572 $65 
$30,046 1,318,301 $64 
$41,563 2,643,085 $63 
$35,444 24,782,302 $62 
$40,442 12,604,767 $58 
$31,319 5,987,580 $54 
$38,286 1,053,209 $54 
$30,182 5,266,214 $54 
$30,806 6,664,195 $52 
$33,639 9,969,727 $51 
$30,380 6,595,778 $50 
$35,646 3,687,050 $48 
$25,221 621,760 $46 
$25,780 646,844 $43 
$31,423 11,542,645 $42 
$26,266 6,423,113 $42 
$26,327 5,654,774 $41 
$33,526 2,818,747 $37 
$33,910 4,708,708 $36 
$20,483 1,545,801 $35 
$22,265 3,007,856 $31 
$32,006 4,561,242 $31 
$32,751 4,314,113 $30 
$22,798 1,819,777 $27 
$29,469 2,889,450 $26 
$21,751 9,380,884 $23 
$25,867 885,122 $22 
$14,660 812,383 $17 
$14,177 974,989 $17 
$13,772 698,473 $16 
$17,253 1,796,619 $8 
$10,896 544,270 $8 
$14,531 2,951,996 $6 

2 Population as of July 1,2009. Source: U.S. Census Bureau (httpJlfactfinder.census.gov/servletlGCTTable? _bm=y&-geojd=01 OOOUS&-_box_ 
head_nbr=GCT-T1&-ds_name=PEP _2009_EST&-Jang=en&-format=US-40&-_sse=on). 

See Appendix T3 for details. 
Prepared by: Stephen Moore, Research Analyst, Revenue Committee, Nebraska Legislature (August 9, 2010) . 
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Table 4, below, provides an example of a structured phase-in of tax incentives that Nebraska could (or might) offer to help 

develop its film and new media industries over the 6-year period from 2011 to 2016 (3 legislative bienniums). "[A)ny initial 

plan should be on the conservative side so as to test the waters and let experience be our guide . . . . As long as the plan 

we adopt is at least revenue-neutral, film incentives are the righl thing to do, and the benefits -- both economic and 

cultural -- will accrue in beautiful and surprising ways ." (1 ) 

Table 4: Tax Incentives for Film & New Media Industries that Nebraska Could (or Might) Offer. 

Notes: 

lentertainll1er1t, multiplex theaters, large-format theaters, motion 
family entertainment centers, concert hails, virtual 

other interactive games, museums, exhibitions, or other 
and leisure-time activities ." [Laws 2010, LB 1018, §§ 9 and 

1/00' lfallllO!:J JUDaS 10 be u~ ~ COI'nI1'II.nty coUeges In N~ 
woo:ers ( ,g.; camera opc:r.JtOfS, $CI bUold 

~$t$) and ~-prod~wOO:ers (og, 

Depends on the number of 
applicants, if any, whose 

proposed Tier 6 projects are 
approved for implementation. 

Depends on the number of 
applicants, if any, whose 

proposed NA TIRA projects 
approved for implementation. 

Depends on the number of 
applicants, if any, whose proposed 

Tier 6 projects are approved for 
implementation 

Depends on the number of 
applicants, if any, wtlose proposed 
NA nRA projects are approved for 

implementation. 

Excerpt frum letter dated January 30, 2010, from Alexander Payne to Senator Abbie ComeU wtlich accompanied Mr. Payne's testimony before the 

Revenue Committee of the Nebraska Legislature during the February 3, 2010, public hearing on lB 1073 (2010), which proposed adoption of the 
'Building Nebraska's Creative Economy Act" to 'oHerfilm production tax cleda programs for qualifying film and television project expenditures spent 
in the state of Nebrasl<a: Iintroduce(s Statement of Intent: LB 1073 (2010).) 

Prepared by' Stepnen Moore, Research Analyst , Revenue CommIttee, Nebraska Legislat ure (August 25. 2010). 



~ ----~ --~--~-J''''-' ---, _ ..... _- - ...... ~-~ ............ '"'"- ..... , .&- .. _" ............ "''"- L-" ..... bl.. .. ~·-"'\,A.I.."'-

APPENDIX F 



Movie Production Credits: Blockbuster 
Support for Lackluster Policy 

by Willianl Luther 

. 
WU!l !he' .lhi· 

Introduction 

In the last decade, state governments have "gone 
Hollywood," or tried to, by enacting dozens of movie 
production incentives (MPls), including tax credits 
for film production. Hollywood nlight be expected to 
wield influence in the California state legislature, 
but it is more surprising to see movie and TV execu
tives throwing their weight around in Louisiana, 
Massachusetts, Michigan, New Mexico, and South 
Carolina. All these states and most others have en
acted MPls. Those who were quickest and most gen
erous have landed productions. Other states are left 
empty-handed despite having offered embarrass
ingly generous tax abatelnents to attract filmmakers. 

Based on fanciful estimates of economic activity 
and tax revenue, states are investing in movie 
production projects with snlall returns and taking 
unnecessary risks with taxpayer dollars. In return, 
they attract Inostly temporary jobs that are often 
transplanted from other states. States claim to boost 
job training with MPIs, but these tax incentives 
often encourage individuals to gain skills that are 
only employable as long as politicians enact cvcr
larger subsidies for the film industry. Furthernlorc, 
the cOlnpetition alnong states transfers a large por
tion of potential gains to the movie industry, not to 
local businesses or state coffers. It is unlikely that 
movie production incentives generate wealth in the 
long run. Most fail even in the short run. Yet they 
remain popular. 

.I)'tatc Tax Notes, FeiJrllW)' 8, 20/0 

Florida Governor Charlie Crist (R), Michigan 
Governor Jennifer Granholnl (D), New Mexico Gov
ernor Bill Richardson (D), Oregon Governor Ted 
Kulongoski (D), Ohio Governor Ted Strickland CD), 
and Texas Govenl0r Rick Perry (R) in particular 
have strongly pushed for MPIs to encourage film 
production in their states. In California, a state that 
avoided offering credits until very recently, Gover
nor Arnold Schwarzenegger (R) hopes that they will 
lure back productions now moving to other states. In 
the rare case when the executive branch rejects the 
use of MPls, as Indiana Governor Mitch Daniels (R) 
did in 2008, or strongly questions them as Iowa 
Governor Chet Culver (D) and Rhode Island Gover
nor Don Carcieri (R) have done recently, their con
cerns are overridden with resounding support from 
the state legislature and incentive beneficiaries. l 

Politicians are not alone. While the occasional 
letter to the editor warns otherwise, most citizens 
view state-funded film production in a positive light, 
a win-win for everyone. This report describes the 
various incentives that states have enacted, ex
plains their undeserved popularity, and makes an 
argument for their immediate discontinuance. 

How State Legislatures Try to 
Lure the Big Stars 

Louisiana was the first state to adopt an MPI. In 
1992, it enacted a tax credit for "investment losses in 
films with substantial Louisiana content."2 By 2009, 
44 states, the District of Columbia, and Puerto Rico 
offer movie production incentives. (See Figure 1, 
next page.) Every state has at least a government 
film office dedicated to helping productions navigate 
red tape, many with snazzy Web sites and elahorate 
presentations. 

ISchneider, Mary Beth. "House votes to ovelTide veto of 
tax-incentive bill for films." Indianapolis Star, Jan. 9, 2008; 
Crumb, Michael J. "Iowa AG: SUite lifting film tax credit 
suspension." Associated Press, Nov. 25, 2009; Gregg, 
Katherine. "State tax ofTicials want to limit film tax credits." 
Providence Journal, Mar. 11, 2008 . 

2Louisiana Act 894 (HE 252) (1992). 
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Figure 1. 
The Spread of State Tax Credits, Cash H.ebatcs, or 

Grants for Movie Production Between 2002 and 2009 
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Of the six states without movie production incen
tives, three lack at least one of the major taxes that 

.j tthe credits \\tToul~ bde.t~dkenl~gainst: NDevlada doel,s I:ot 
ax corpora e or In IVI ua IIlcoIlle, e aware eVIes 

no sales tax, and New Halnpshire has no tax on 
wages or general sales. AJllong the other three states 
with no l\1Pls _. Nebraska, North Dakota, and 
Vernlont -- legislation has been considered to illlple
nlent credits. Nebraska LB 282, introduced in Janu
ary 2009 for instance, would provide tax credits of 
up to 25 percent of qualifying expenditures. Ala
bama, Arkansas , California, Ohio, and Texas en
acted fihn tax credit or rebate legislation for the first 
time in 2009. 

Not all the legislative action during the next few 
years will be in states with no MPls. States with 
MPls are in a heated conlpetition to match other 
states' increasingly generous incentive packages, 
and in some states, existing incentives are set to 
expire. Given that so many states are considering (or 
reconsidering) movie production incentives, it is 
important for legislators and taxpayers to know the 
different types of incentives, their relative strengths 
and weaknesses, and which states have adopted 
various versions of this counterproductive tax policy. 
(See Table 1 (next page) for a listing.) 

SWfC ,/il.,( NOles, Fehruary S, 2010 

Tax Credits 
'IWenty-eight states offer nlovie production incen

tives in the fornl of a tax credit that relnoves a 
portion of the conlpanies inconle tax. To qualify for a 
tax credit, a production cOInpany typically has to 
spend a certain arnount of nloney in the state, 
elnploy a mininluln nUluber of local workers, or 
invest in local infrastructure. The value of the tax 
credit they get is often a percentage of those local 
expenditures, local wages or local investments. Mis
souri, for exaInple, offers a tax credit equal to 35 
percent of eligible local production expenditures. To 
qualify, productions shorter than 30 Ininutes nlust 
spend $50,000; longer films Inust spend $100,000. 

1wenty-six of the 28 states and Puerto Rico nlake 
their tax credits transferable or refundable; three 
states do both. (See Table 2, p. 415) Because the credits 
are so generous, their value often exceeds the Inovie 
production cornpanys tax liability to the state. Cali
fornia and Kansas are the only states that offer credits 
but do not pay film production companies nlore than 
theirtaxobligation. Puerto Rico offers to pay halfofthe 
eligible credit before shooting even begins. 

Brokers facilitate the sale of tax credits by the 
production cOlupanies, taking a cut of between 25 
and 30 percent. These brokers break the credits 
down into snlaller amounts and resell them to com
panies that use theln like coupons on their .tax 
returns, leaving the original production company 
with between 70 and 75 percent of the face value. 
This reduces the per-dollar effectiveness of the film 
tax incentives. 3 Not all transferrable credits are 
transferred, but when they are, filmmakers receive 
only about three quarters of the value; the rest goes 
to brokers and their customers.4 

Fifteen states have refundable tax credits, allow
ing film production companies to sell excess tax 
credits directly back to the state. Some states only 
refund a percentage of the credits value in much the 
same manner as a broker. Others have let the 
companies get the full benefit of every credit, even 
though it means paying production companies with 
money from other taxpayers. 

Louisiana, Massachusetts, and Michigan allow 
production companies to choose between transfer
ring credits and cashing them in for a partial refund. 
Thus, the state performs the function of brokers in 

3Grand, John. "Motion Picture Tax Incentives: There's No 
Business Like Show Business." State Tax Notes , Mar. 13, 
2006, p. 791, Doc 2006·2997, or 2006 STT 48-2. 

4This fact should not be misconstrued to suggest that 
brokers are not providing a valuable service. They are, in fact, 
making credit redemption cheaper for movie makers. In their 
absence, moviemakers would use fat more resources trying to 
locate end users in order to redeem credits. TIle point being 
made, rather, is that some portion of the credit must be used 
to offset the cost of redemption as opposed to encouraging 
production. 
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Table 1. 
States Offering Movie Production Incentives by Type as of December 2009 

MPls Tax Cash Grant Sales Tax Lodging Fcc-Free 
Credit Rebate Exenlption Exemption Locations 

Alabama X X X X 
Alaska X X lNo Ta.x} 

Arizona X X X 
Arkansas X X 

California X X X X X 

Colorado X X X 

Connecticut X X X X 

Delaware (] 1o Tax] 

Florida X X X 
Georgi X X X 

Hawaii X X --
Idaho X X X X 
fllinois X X X 
Indiana X X X 
Iowa* X X X X 

Kansas X X X 
Kentucky X X X X 
Louisiana X X 
Maine** X X X X X 
fvlaryland X X X 
Massachusetts X X X 

Michigan X X X X 
Minnesota X X X X 
Mississippi X X X 

Missouri X X 
Montana X X rNo Tax] X 
Nebraska X 
Nevada {No Tax) X 
New Hampshire [No Tax] [No Tax] 

New Jersey X X X X 
New Mexico X X X X 
New York X X X 
North Carolina X X X X 
North Dakota X 
Ohio X X X 
Oklahoma X X X 
Oregon X X [No Tax) X 
Pennsylvania X X X X 
Rhode Island X X 
South Carolina X X X X X 
South Dakota X [NoTaxl X X X 
Tennessee X X X X X 
Texas X [No Tax] X X X X 

--
Utah X X X X X 
Vermont X X 
Vi rgllu a X X X X 
Washington X [No Tax1 X X X 
\Ve::;t Virginia X X X X X -
Wisconsin X X X 
Wyoming X [No Tax] X X 

District of Columbia X X 
Puerto Rico X X X 
Total States 44 28 17 3 28 33 6 
*As of November 24, 2009, Iowa has suspended new l~bl;:'('lct('1\11 for incentives pending a criminal investigations into the 
handling of past file tax cre(iits. 
*~Maine's wage rebate is effectively a cash rebate and is considered as such in this table. 
Snurcc: Tax Foundation, Entertainment Partners 
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Table 2. 
Type of Tax Credit Offered by State 

as of December 2009 
Tax Credits 

Transferable Refundable 
Alabama X 

Alaska X 

Arizona X 

California* 

Connecticut X 

Iygi(i X 
Hawaii X 

Illinois X 

Indiana X 

Iowa X 
Kansas 
KfmL ,rky X 
Louisiana** X X 
M assachusetts** X X 
Michigan *** X X 
Missouri X 
Montana X 
NewJ« i~:[ X 
New Mexico X 
New York X 

North Carolina X 
Ohio X 
Pennsylvania X 
Rhode Island X 
Tennessee X 
Utah X 
West Virginia X 
Wisconsin X 
Puerto Rico X 
Total States 14 15 
(Both: 3, Neither: 2, Either: 26) 
*California allows transferable credits only for 
"independent films" and between affiliates 
**Louisiana and Massachusetts allow production companies 
to choose between transferring credits and refunding them. 
Credits are only partially refundable in both states. 
***Tax credits in Michigan are either refundable, 
transferable business tax credits or nonrefundable, 
nontransferable income tax credits. The state charges a 0.5 
percent application and redemption fee. 

other states but takes a slnaller cut. Companies 
COlnpare the benefits and costs of transferring and 
refunding credits: if brokers can provide the service 
at a lower cost than the state, tnoviemakers transfer 
them; otherwise, they accept the partial refund. 

Cash Rebates 

Once states committed thelnselves to transferable 
or refundable tax credits, which pay a filnl produc
tion cOInpany n10re than its tax liability, the obvious 
question arises: Why not just give them cash? Cred
its and cash are economically equivalent, but cash 
rebates avoid the transaction cost of credits. Every 

Stale J(zx Notes. February 8, 2010 

Special Report 

dollar spent by the state is a dollar received by the 
film production company, cutting out brokers and 
Inaking the subsidy 1110re efficient. Eighteen states 
have done just that. 

Cash rebates for movielnakers work exactly as 
one would expect: production cOInpanies are reim
bursed for a portion of their qualified expenses. Just 
as with tax credits, the value of a rebate is often a 
percentage of elif:,rible expenditures. 

For exarnplc, South Carolina currently offers cash 
rebates valued at 20 percent of all wages paid to 
local actors and stunt performers for projects with 
over $1 Illillion in expenditures. Additionally, pro
duction cOInpanies can obtain rebates for 30 percent 
of qualifying local expenditures. 

Grants 
Another way to provide fihll production subsidies is 

the traditional grant. Texas, Tennessee and the Dis
trict of Columbia offer grants to filmlnakers. In D.C., 
eligible filnlS can obtain a grant valued at the lesser of 
10 percent of the qualified expenditures or 100 percent 
of the sales and use taxes paid to the District on 
qualified expenses. More generously, Texas gives 
grants for 5 to 15 percent of qualified expenditures or 
8 to 25 percent of wages paid to local workers; an 
additiona12.fi to 4.25 percent is available if one quar
ter of fillning days are spent in "underused areas." 
Grants in Tennessee range from 13 to 17 percent of 
qualifying local expenditures. 

Miscellaneous Red Carpet Treatment 
State governments can be creative when compet

ing to host movie productions. It is not surprising 
that states have gone beyond credits, cash rebates 
and grants. States offer filmmakers a variety of 
targeted and exclusive freebies, such as miscella
neous tax exemptions, fee-free locations, free use of 
office furniture, and services like emergency re
sponse or traffic control at little or no cost. 

Exemptions From General and 
Selective Sales Taxes 
Thirty states offer exelnption from sales tax as an 

incentive for filmmakers. Additionally, lodging taxes 
are exempt in 32 sLates if cast and crew members 
stay at hotels for a period of tilne greater than 30 
days. Unlike sales tax exemptions, though, which 
are specifically targeted at film production compa
nies, lodging exelnptions are available to anyone 
staying in the state for Inore than 30 days. Nonethe
less, many filnl office \Veb sites include the lodging 
exenlption in the pronlotional nlaterial about their 
film production incentives. 

Forgiven Fees llnd Even Free Whitewater 
If a private organization or conlpany wants a city 

or state governnlcnt to stop traffic and provide police 
officers, they ordi narily pay fees and taxes. That is 
often not the case for fihn production conlpanies that 
want to shoot on location. Allnost every state has a 
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fihn office that caters to the needs of n1ovielnakers. 
As the Nevada Film Office boasts, tax dollars are 
spent to save "production hours, effort, nlanpower 
and guesswork" by scouting locations, defining and 
Inanaging logistics, acting as an intergovernmental 
liaison, and gathering resources so that filmlnakers 
"can on time and on budget."5 \Vith seven 
employees and nlore than 600 projects a year, this 
can be a pricey venture; the Nevada Fihn Office's 
budget in 2009 was nl0re than $700,000.6 

At least six states offer fee-free locations. The 
Inost unusual of these COlnes frOl11 West Virginia. 
"River On Den1and" ™ is "a c0I11plilnentary service 
Inade possible by the drawdown of the Sunlmers~ille 
Lake by the ILS. Anny Corps of Engineers, HuntIng
ton District," that allows filmn1akers "to choose 
between raging whitewater and calm water."7 

While 1l10St states do not offer complex river 
control technology in their incentive packages, the 
Inore pedestrian fringe benefits that state gove~n
ments have been throwing in to lure film productIOn 
companies ~ police officers directing traffic and 
emergency crews on standby unquestionably help 
the films bottonl line at the expense of state tax
payers. And they do so in a non-transparent mann~r, 
without the public attention that hlnl tax credIts 
get. Such incentives are often buried in the budgets 
of other deparhnents. As a result, legislators often 
overlook theIll when debating bills. Policynlakers 
and citizens should be aware that the final cost of 
movie production incentives is higher than those 
reported by state film offices. 

Why Movie Production Incentives Don't Work 
But Are Still Popular 

When measuring the effectiveness of their tax 
incentive programs, most states measure job cre
ation. When deciding how much to pay a company to 
move in or expand, state officials usually base their 
decision on how many people the company plans to 
hire, how high the salaries will be, how permanent 
the jobs are likely to be, and what product the 
company produces. 

But a growing economy is more than just new 
jobs. Improving standards of living and increased 
wealth is achieved by increasing productivity and 
developing and employing new technologies, and 
this can occur even 'with a stable workforce. If fewer 
individuals can be lnore productive and achleve the 
same results with less labor, displaced labor then 
finds a new end, such as developing a product yet to 

fiNevada Film Office, http://www.nevadafilm.com.Ac
cessed June 2, 2009. 

6Ryan, Cy. "1.4 million hDle found in governor's budget." 
Las Vegas Sun, Mar. 19, 2009. 

7"Incentives.'" West Virginia Film Office, http://www. 
wvfilm.comlincentivcs.htm. Accessed August 2, 2008. 
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be produced or discovering cost-saving technology. 
Merely counting added jobs) therefore, does not 
prove that tax incentives nlake a state and its 
residents better off. 

Of course, smne jobs are n101'e glanl0rous than 
others_ Hollywood epitoolizes glatnour. Froul politi
cians' point of view, bringing Hollywood to town is 
the best of all possible photo opportunities not 
just a ribbon-cutting to announce new job creation 
'but a ribbon-cutting with a lllovie or TV star. 

Boosting Economic Developnlcnt 

Every state has one or OlO1'e governlnent depart
ments devoted to econOlnic developlnent. Tlheir Inis
sion is to Inarket the to Inulti
state businesses, hoping those firms will expand or 
build new operations in state. 

Many state econon1"ic developlnent offices go be
yond mere Inarketing and red-tape cutting to offering 
specialized incentive packages. When a cOInpany 
shows interest, the negotiation begins. 1'rhe econOlnic 
development office works with state and local officials 
to craft a package of incentives to reward the firnl, 
which may include free road construction and other 
infrastructure, exclusive and expedited pennitting 
and zoning, and of course, tax incentives. The finns 
play coy, solicit bids from other states, and even.tuaUy 
pick a "winner" where they will locate or relocate a 
facility. Economic developlnent officjals boast that 
they helped their state secure the new jobs. 

Politicians correctly note that the Inotion picture 
industry is a lucrative one. According to Job Bank 
USA a typical camera operator earns between 
$22,640 and $56,400 a year. Film and video editors 
average a little more: their median annual earnings 
in 2004 were $44,711.8 Th be sure, film productions 
require a large staff: hair and makeup artists, pro
duction assistants, grips, gaffers, audio technicians, 
boom operators, and extras just to name a few. 
Many of these positions pay quite well. And politi
cians can gain favor with voters if they appear to be 
bringing good jobs to their state. 

Creating Jobs, Shifting Jobs 

The scenario, as politicians describe it, is rosy for 
individuals and businesses. Newly enlployed film 
production workers will spend their wages at the 
local supennarket, restaurant and gas station. 
These businesses will then be able to expand their 
production, lneeting the new dClnand. In the end, 
the wealth generated by job growth is expected to 
nlultiply throughout the cOIn 111 unity. Also, fihn pro
duction conlpanies will buy locally to qualify for tax 

8"Salary, Pay: Television, Video, and J\1otion Pic-
ture Camera Operators and Editors." clob Banh USA, http:// 
www.jobbankusa.com. Accessed August 1, 2008. 
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credits, helping existing in-state firms grow their 
business and expand emploYlnenL 

\Vhile the imagery associated with putting the 
unerllployed to work is quite cOlllpelling, the reality 
of the situation is somewhat different. Most filnl 
production jobs are filled by out-of-state residents 
specializing in particular areas of audio or visual 
production.9 Additionally, producing a filnl is a rela
tively short-ternl venture in cOlnparison to other 
invesbnent projects. Since most of these positions 
are not permanent, "workers are left uneInployed" 
after the production ends unless a steady strearn of 
filnls is present. lO 

In nlany cases, therefore, state officials are creat
ing temporary positions with limited options for 
upward mobility_ Of course, those visitors pay for 
lodging, spend their wages, and generally contribute 
to the economy, but that isn't the sort of econonlic 
benefit that ordinarily makes a compelling case for a 
Inassive tax subsidy. 

When evaluating job creation, legislators should 
acknowledge that some jobs might be destroyed in 
the creation of film production jobs. A hairstylist 
might go from serving the public to crimping and 
curling on fiInl sets. Earnings might be higher on the 
filnl set, and thats a plus, but its one job shifted, not 
one just created. If some of the jobs <'created" by fiInl 
tax incentives are offset by jobs lost elsewhere in the 
state that is, if some are just shifts in production 
to the movie industry from another sector job 
creation estimates will be skewed. If tax incentives 
merely allow those already employed to upgrade to a 
better job, the real gains from job creation are much 
lower than boosters suggest.ll 

Empty Rhetoric on Economic Benefits 
When it comes to evaluating whether MPls in

crease wealth in state, studies are often lacking.12 

Even when studies are available, though, estima,tes 
are typically fanciful. 

Consider the 11 "facts" offered by the Alabama Filnl 
Office in support ofMPI legislation. 13 Five of the facts 
point to the supposed successes in Louisiana. Two note 

9Some states require a specific percentage of those em
ployed in the production of the film to be residents of the state 
granting the credit. To our knowledge, there is no information 
available on how this affects where moviemakers and pr'oduc
tion crewmembers choose to live. 

lOGrand (2006). 
llBartik. Timothy J. 1994. "Jobs, Productivity, and Local 

Development: What implications does economic research 
have for the role of government?" National Tax Journal 47 (4): 
847-861. 

12Hinkley, Sarah and Fiona Hsu with Greg LeRoy and 
Katie Tallman. 2000. "Minding the Candy Store: State Audits 
of Economic Development." Good .Jobs First. Institute on 
Taxation and Economic Policy. 

l:l"Alabama Entertainment Industry Incentive Act 0[2009 
Highlights." Alabama Development Office. http://www.ado. 

(Footnote continued in next column.) 
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that Alabalua has less generous incentives and a 
slna11er fihu industry than other states. Two suggest 
the fihn industry is growing. And two nlake unsup
ported clairns such as, "With the right incentives, 
Alabanla Entertainment industry will create high
quality, high paying jobs and the fiscal impact can be 
beneficial to the State econorny." Key phrases like 
"high paying" and "high-quality" are vague and sub
jective, as is what constitutes the "right incentives." 
The only "supporting facts"backed up bypolicy studies 
-oranysourceforthatluatter-arethosedocument
ing the Louisiana experience.] 4 

If the heart of the aq:>'Ulnent for film credits in 
states like Alabama is the perceived success of 
Louisiana, it is a weak argument indeed. For one, 
Alabanla is not Louisiana; known and unknown 
factors contributing to success in Louisiana may be 
lacking in other states. Second, late adopters over
estimate results by using figures fr01n carly
adopting states, as if the 30th state to do sonlething 
will reap as many benefits as the first. The policy 
environment has changed substantially since Loui
siana enacted MPI legislation, and states now face 
intense incentive-driven competition from other 
states. Asserting that Alabama will experience simi
lar results without controlling for the new policy 
environment is irresponsible. Third, and IllOSt dam
aging to the case for MPls, several in-depth studies 
of Louisiana's film credits show thenl to have failed 
the states econoluy.15 

MPls are certainly generating wealth for one 
group of citizens: the movie industry. According to 
Ellis and Rogers, "The nature of competition forces 
[the locality] to give the firm, in the form of incen
tives, all of the benefit of the firm being in the 
10cality."16 While further empirical research is nec
essary to solidify a claim this strong, it is reasonable 
to assume nl0st of the benefits that states compete 
for and claim as trophies are actually captured by 
the n10vie industry. 

To some extent, evaluating the wealth generated 
by MPls depends on which level of government one 
is observing. Froln a national perspective, even 

alabama.gov/contentlmedialpublications/filmoffice/AE lIA%2 
008%20Highlights%20V3%20PDF%20031308.pdf. Accessed 
October 1, 2009. 

14"Supporting Points for Film Legislation." Alabama Film 
Office. http://www.alabamafilm.org! AEIIA %202008%20High 
lights%20V5%20031908.pdf. Accessed August 5,2008. 

15 Albrecht, Greg. ~1arch 2005. "Film and Video Tax Incen
tives: Estimated Economic and Fiscal Impacts." "Louisiana 
Legislative Fiscal Office; and Perilloux, Gary. June, 2009. 
Some want to up production credit to compete with other 
states." 2theadvocat.c.com. http://vi.1ww.2theadvocate.com/new 
slbusiness/47113387.htmL October 1, 2009. 

16Ellis, Stephen and Cynthia Rogers. 2000. "Local eco
nomic development as a prisoners' dilemma: The role of 
business climate." Review of Regional Studies 30 (3):315-330. 
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boosters would probably adlnit that little if any 
wealth is created by these programs. Jobs created in 
New .M~exico are offset by those destroyed in Califor
nia. Rather than creating ~wealth, lVIPls just shift 
production frOITI one state to another. 

Short-sighted state officials l11ay not be expected 
to worry too rnuch about neighboring states job 
counts, but what goes around comes around. By 
cOI1lIllitting tax dollars and state effort into securing 
filn1 jobs, state officials n1iss the chance to use those 
resources instead for lowering tax burdens for all 
industries. Because l\1PIs are a field crowded with 
state cOlllpetitors, COIllluitting huge resources lllay 
have little payoff. 

Officials should acknowledge that llloving 100 
jobs fronl one state to another does nothing for the 
nations econon1Y enrich the filn1 industry at 
the expense of other state taxpayers. 

Misusing the Multiplier 
flow can one industry's econoluic developlnent be 

compared to another? EconOInists use InuHipliers to 
measure the differing econoll1ic inlpact of growth in 
various industries. The basic idea is that a dollar of 
spending generates addi tional demand wi thin a re
gion or locality. Industries whose purchases cycle 
back through the local econon1Y have a higher n1ulti
plier. On the other hand, expenditures n1ade outside 
the locality are considered a "leakage" and do not 
contribute to the Jllultiplicr effect. If a government 
gives $1 million to a con1pany whose activity results 
in $2 million in output during a given time period, 
the multiplier is 2.0. 

Adnlittedly, the multiplier no thought to any 
activity outside of the local economy. Despite this 
limitation, the multiplier of each industry is an 
important measure for state and local governments 
as they determine the most effective ways they can 
spend the taxes they have already collected. 

By this measure, movie production offers little 
economic bang for thG taxpayers buck when com
pared to other industries. Film producti~n ?as an 
econolruc impact multiplier of 1.92. ThIS IS only 
slightly larger than a new hotel, 1.91, and much less 
than autoinotive manufacturing, 2.25, and nuclear 
power plants, 2.5 L So while South Carolina officials 
boast that their incentives progranl generated $2.38 
in economic activity for every dollar spent in 2006 
and 2007, this is less ilnpressive when one realizes 
that lTIany other industries achieve larger multi
pliers with invested funds. I'; 

It is undisputed that SOIne stat.es have built a large 
lllovie industry by offering l\1PIs. Louisiana had only 
two fihn productions before ranlping up incentives in 

17Hefner, Frank. ·'Impact. Analysis for Film Production in 
South Carolina." S.C. Coordinating Council for Economic 
Development, Apr. 29,2008. 
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2002, but now 60 projects are underway. IS However, 
there is also evidence that MPls encourage entrepre
neurs to act haphazardly. Arecent study conducted for 
Louisiana Econornic Developlnent by Chicago-based 
EconOlnic Research Associates "An additional 
15 sound in Louisiana could be supported over 
the next 10 years."19 The econOlnic incentives offered 
by the state have prompted developers to overinvest in 
sound stages relative to other things. Seven new de
velopments undenvay when the study was released 
would add 32 1110re sound stages to the state. Assum
ing developI11ent proceeds as planned, the tax 
will subsidize the creation of 17 sound stages beyond 
that which the state will need or be able to support. 

The flood of dollars froln MPls can induce spending 
on what would othenvise be considered a poor invest
lnent. At an estin1ated $150 nlillion, The Curious Case 
of Benjamin Button was deelned "too risky" by indus
try giants Paramount and Warner Bros. Nonetheless, 
lobbying efforts and filln incentives eventually landed 
the fihn in Louisiana.20 'I'his nlight be chalked up as a 
success if one assun1es governlnent officials possess 
sufficient knowledge to pick winners and losers. But 
they don't. Even though this particular fihn turned out 
to be profitable, that may not be the case next tiIne. 
Capitalisln operates with risk and reward, of course, 
but here much of the risk is borne by the taxpayer. 

State Pride, Tourisln, and Censorship 

State pride is no doubt a big motivator for the 
adoption of MPIs by legislators. the pictur
esque Rocky Mountains on the silver screen pleases 
Colorado residents, and bustling city streets in full
color, high definition reinforces the Big Apple cul
ture. And it can be disenchanting to see a movie that 
is set in your state but shot elsewhere. In signing a 
bill boosting his state's filnl tax incentives in 2004, 
then-governor of Illinois Rod Blagojevich noted that 
the 2002 musical film Chicago was shot in Thronto.21 

A major reason for the reenactment of Minnesota's 
film cash rebate program was the out-of-state film
ing of Leatherheads, Juno, and Gran Torino, all set 
or originally set in Minnesota. Louisiana's first-in
the-nation film tax credit was explicitly to support 
films highlighting Louisiana. 

18Hamilton, Gaye. "Business Incentives: Attracting Arts 
and Entertainment Industries.'" National Conference of State 
Legislatures 34th Annual Legislative Summit, New Orleans. 
July 22, 2008. 

ig''Trends in Film, Music, and .Media. 2006." Eco-
nomic Research Associates. Louisiana Economic Develop
ment. http://www.louisianaforward.com/uploads/pdflERA%20 
Tt·ends%20Paper. pdf. 

2°Perilloux, Gary. "State film industry growing." The Ad
vocate. Mar. 7, 2007. 

21Chase, John." Illinois Governor Approves 25 Percent Tax 
Credit for Filmmakers." Chicago '[}-tbu.ne, Aug. 19, 200:3. 
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1'ra vel and touriSln departInen ts view 1110vies as a 
type of "free advertisenlenf' which help "shape per
ceptions about the state."22 Increased tourism, of 
course, can lead to increased tax revenue from sales 
and hotel taxes and provide a boost to local ecollOlnic 
activity. But while touriSIl1 is expected to be posi
tively correlated with Inovie productions, there is no 
reason or evidence that this correlation is very 
large or powerful. Consider State Senator LeRoy 
Louden's observation of Ahout Schrnidt's role in 
Nebraska tourism as recorded by Leslie Reed: "That 
one with that old guy touring across the United 
States in his RV ... it showed the archway over 
Interstate 80 at Kearney," Louden said. "That was 
national, worldwide recognition for that archway 
and it didn't Inake a nickel's worth of difference. "2:-l 

Although Louden's remarks are not a substitute 
for future research, it does suggest the burden of 
proof falls on those making claims that nlovie pro
ductions lead to a bOOIning tourism industry. While 
some tourism might result, one should certainly ask, 
"How much?" and "At what cost?" 

State pride is commendable but it is wishful 
thinking that places like Lansing, Mich., will be
come the next Hollywood. However, that's what a 
series of TV spots pushed by Governor Jennifer 
Granholnl (and starring actor Jeff Daniels) describe 
as happening if the struggling state keeps its film 
tax incentive prograrn. Lured by film production 
credits, the argument goes, the rich and famous will 
flock to Michigan, boosting the state's economy and 
iInage in a single effort. The probability of such a 
transformation actually occurring is extremely 
small, but the dreams of Tinsel Town can die hard 
for citizens and stateslnen. 

In addition to the dollar value of tax credits and 
other giveaways, there is a hidden cost to providing 
movie production incentives. States using MPIs to 
generate "free advertisement" for travel and tourism 
departments often include a stipulation in their 
production incentives package: filmmakers must 
portray the state in a positive light. 

In Hawaii, for example, filnls using "Hawaiian 
ternlinology in the title" and pronl0ting "lIawaiian 
scenery, culture, or products" are eligible for 33 
percent more funding than similar films that do 
not.24 Along the sanle lines, Nebraska State Senator 
Chris Langemeier expressed concern in debate that, 
as one reporter recalls, ('Unscrupulous out-of-state 
filmmakers lnight collect Nebraska tax incentives 
and then give a poor portrait of the state."2f> 

22Grand (2006). 
23Reed, Leslie. "Tax Incentives for Films Get Mixed Re

views." Omaha World-Herald, Jan. ;31, 2008. 
24Grand (2006). 
25Reed (2008). 
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New Mexico takes it one step further. FilIns 
receiving the MPAA's "R" rating are only eligible for 
credits if deemed "acceptable" by the Private Equity 
InvestInent Advisory Comnlittee a reviewing 
board composed of the state investment officer and 
four Inernbers appointed by the governor. Fillns 
Inust also not be "harrnful to children" or "likely to 
outrage any of New Mexico's various cultural conl
Inunities."26 In Canada, only filIns deeined to be 
"sufficiently Canadian" are eligible for public fund
ing' which has opened the door for the Ministry of 
Heritage to push for further restrictions on violent 
or suggestive filuls.27 

Requiring films to pass a sensitivity test before 
being granted a credit subsidizes government
approved opinion with taxpayer dollars. Insisting 
that filrns portray a state positively is tantamount to 
discouraging films that expose corruption or advo
cate for change in a state. The cost, then, of so-called 
"free advertiselnent" for travel and tourism depart
Inents is some degree of censorship. 

Raising Tax Revenue and "Paying for Itself" 
Chanlpions of MPls and other tax incentives are 

often not content to clairn that the econolnic activity 
of an incoming firm will create jobs or benefit the 
econonlY in generaL They also claim that despite 
exceedingly generous tax subsidies, MPls wilf raise 
tax revenue. State lawmakers reason that when the 
film production company sees the incentive package 
and agrees to operate in that state, any tax revenue 
generated by their activity only occurs because of 
the incentives. 

Therefore, even if the entire corporate tax li
ability of a film production conlpany is zeroed out by 
tax credits, ancillary taxes might· save the day. 
Those would include state income taxes paid by 
employees, property taxes paid on in-state produc
tion and post-production facilities, local and state 
sales and use taxes, and any other means of gener
ating revenue not covered by tax credits. 

For example, assume the motion picture industry 
in a state spends $10 million a year, with that money 
lnultiplying into economic activity worth $20 mil
lion, and taxes on that activity generate $4 million a 
year in tax revenue. If the state then offers $5 
million in film tax incentives, it might see ancillary 
activity boosted to $30 million and tax revenue on 
that activity rise to $6 million. States facing that 
result will typically report that $5 nlillion in credits 
"created" $30 million in economic activity and $6 

2Gpropp, Wren. "State Council Keeps Movie Money Clean." 
Albuquerque Journal, May 25, 200~~. 

27Henchman, Joseph. "Canada Proposes Expanding Cen
sorship for Film Tax Credit Recipients." Tax Foundation Tax 
Policy Hlog, June 6,2008, http://www.taxfoundation.org/blog/ 
show/2:3263.htmL 
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million in tax revenue, ll1aking it sound like a 
no-brainer. But much of that activity and revenue 
pre-existed the credits. 

Unpleasantly surprising to lawlnakers, studies 
find that states lose money by offering tax credits for 
fiInl production. A 2008 study prepared by Dr. Frank 
Hefner, Director of the Office ofEcononlicAnalysis at 
the College of Charleston, for the South Carolina 
Coordinating Council for EconOInic Developnlent, 
found that fihn incentives returned 19 cents in taxes 
for each dollar paid out in rebates.28 Therefore, the 
South Carolina fihn credits schelne generated a net 
loss in revenues equal to 81 percent of expenditures on 
rebates. 

This confirms the 2005 findings of C;'reg Albrecht, 
Chief Economist at the Louisiana Legislative Fiscal 
Office. Albrecht claillls, "The State nlay expect to 
recoup 16-18 percent of the tax revenue it obligates 
to the [nlovie production incentives} program."29 His 
estilnate suggests Louisiana, like South Carolina, is 
losing around 83 cents of each dollar it shells out in 
incentives. 

It should be noted that Louisiana and South 
Carolina have been two of the most anlbi tious states 
offering MPls. That these states were unable to 
generate sufficient econOlllic activity to break even 
with generous incentive packages should raise seri
ous doubts for other states. 

A 2009 report by the Pennsylvania Legislative 
Budget and Finance COlllnlittee looking at that 
state's $75 million film tax credit and grant program 
estimated that the state loses $58.2 million on the 
program.30 If one aSSUllles, however, that all film 
activity and related industries in Pennsylvania 
(some $500 million worth) would disappear if the 
credit were repealed, there is a "net fiscal gain" of a 
modest $4.5 million. The authors of the study 
strongly suggest, therefore, that the credit "pays for 
itself" even though the amount is modest even under 
generous assumptions, and even though much of the 
$500 million worth of "film-related activity" would 
exist without the credit. 

There are two main reasons for this disappointing 
revenue picture, and why targeted film tax credits 
fail to expand econolnic activity the way general tax 
reductions do. For some fihn productions, states are 
paying companies to do what they would have done 
anyway. There is a roughly finite number of big 
studio productions in the United States each year, 
and movies would have to be shot somewhere even if 
there were no movie production incentives. Unfortu
nately, it is inlpossible to determine in advance 

2BHefner. Frank (2008). 
29Albrecl~t, Greg. "'Film and Video Tax Incentives: Esti

mated Economic and Fiscal Analysis." Legislative Fiscal Of
fice. Mareh 2005. 

:~Ohttp://1bfc.lcgis.stab;~.pa.uslreporlsI2009/;35.pdf 
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which ventures will depend on incentives and to 
what degree. So in some cases, legislators are ofTer
ing unnecessary incentives. \\Then state legislatures 
produce tax revenue estinlates of (ihn production 
activity, however, they necessarily aSSUllle that no 
films would be Inade in the absence of incentives. 

Second, ancillary taxes are insuf1icient to cover 
the cost of incentives because filnl productions are 
exelnpt fronl many of theIn. For exam pIc, a major 
ancillary tax is the general sales tax. As long as a 
film production COlnpany is on location, Illuch of 
what it will buy is from local vendors. However, only 
11 of the 44 states offering tax credits, grants or cash 
rebates collect sales and use taxes for film produc
tion expenses.:u That leaves 29 states without an 
inlportant way to recoup revenue lost to the corpo
rate credit. With fe\v remaining sources of revenue, 
states end up in the red. 

The Political Approach to Local Economy 

Boosting the economy is a top priority to nlany 
politicians, and one might wonder why such "boost
ing" is always needed. Stephen Walters and Louis 
Miserendino claim that econonlic development 
projects from building sports stadiums to handing 
out incentives packages -- are typically an attempt 
to "make up for absent private investment flows." 
Ironically, they find that poor policy is the primary 
reason for capital flight.32 

Politicians in states with poor tax climates 
excessive taxes on sales, inconle and property and 
burdensome business regulations face declining tax 
revenues and economic activity as private invest
ment flees. In response, they dole out incentives 
packages that exempt select projects from the unat
tractive policies and encourage development for spe
cific firms. 

Of course, funding these new efforts requires 
further tax increases, which, in turn, discourage 
further investment. This accelerated decline is then 
used to justifY further incentives and tax increases 
to fund them. 

Rather than addressing the underlying problem 
and encouraging growth and development primarily 
by reducing tax burdens across the board and renlOV
ingcUI11bersome regulations, which is politicallychal
lenging, politicians focus on what's easy: industry
specific incentjves. In fact, Calcagno and Hefner 
conclude, "(I]t is rational for politicians to target firms 

;JlOther potential ancillary taxes are similarly negated by 
particular incentives packages. 

;
32Walters, Stephen J.K. and Louis J\;liserendino. "Balti

more's Flawed Renaissance: The Failure of Plan-Control
Suhsidize Redevelopment. " Perspcctiucs on Eminent DOlnain 
Abuse, Volume 3. Institute t()r Justicc_ June 2008. 
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with [direct financial incentives} regardless of eco
nomic benefit."~1:'1 This inlplies that frOID a political 
perspective, economic development is secondary at 
best and confirnls Ellis and Rogers in their condusion 
that political motivations can negatively affect local 
ecol1OInic developrnent. 34 

Economic developlllent by targeted tax incentives 
rather than by a low and neutral tax systetn allows 
politicians to direct resources to special interest 
groups and take credit for development) even though 
it is less than what nlight have occurred otherwise. 
The alternative, which is to correct poor tax policies 
that deter econOInic activi ty, decentralizes the process 
and leaves developnlent decisions to entrepreneurs. 

Walters and Miserendino describe what is lost 
when officials choose to keep a broken tax systenl 
and pursue targeted incentives: 

hnagine the creative energy that would have been 
unleashed if, for the last half-century, entrepreneurs 
knew that the city tax collector would not confiscate 
the value they would create in turning around a 
decaying neighborhood with new shops or condos. 
Imagine the infusions of capital that would have 
occurred if every investor ... got the same incen
tives extended to well-connected players involved in 
planners' chosen redevelopment areas.35 

Film Industry's Rent-Seeking 
While many politicians support film incentives, 

moviemakers are often the ones leading the charge. 
By his own account, Mike Binder, a prominent meln
ber of the film industry for over 30 years, "personally 
advocated for [Michigan's new tax credit bill} with 
Gov. Jennifer Granholm and the Legislature."36 

Economists label as "political rent seeking" any 
attempt by the private sector to obtain extraordi
nary profits beyond what the market would provide, 
by controlling the legal environment. Unlike trade, 
which is mutually beneficial, [p]olitical rent seeking 
tends to be a negative sum game.37 That is, while 
trade expands the economy in total, rent seeking 
shrinks it. 

The film industry has been successful in seeking 
these "economic rents." Per-production tax credits 
lnean money in the pockets of moviemakers and 
studio owners. Since the benefits are concentrated 
on a relatively small industry with the same busi-

33Hefner, Frank and Peter T. Calcagno. 2007. "State Tar
geting of Business Investment: Does Targeting Increase Cor
pOI-ate Tax Revenue?" Regional Analysis and Policy, 37 (2): 
90-102. 

:HEllis and Rogers (2000). 
;15Walters and Miserendino (2008). 
::lGBinder, Mike. "Give film industry tax credit a chance to 

grow state jobs." Detroit Free Press, June 18, 2008. 
37Ross, Kelley L. "Rent-seeking, Public Choice, and the 

Prisoner's Dilemma." The Proceedings of" the Friesian School, 
Fourth Series, 2008. 
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ness practices, beneficiaries can organize easily to 
delnand political favoritisrn under tax law.38 

For exarrlple, Shreveport Mayor Cedric Glover 
and fihn industry advocates met with Louisiana 

in ~J une of 2008 requesting a special 
legislative session focused specifically on fihn indus
try tax credits.39 Considering how snlall the film 
industry is conlpared to other enlployers in Louisi
ana, this is a dCIllonstration of the filrn industry's 
power in Louisiana. With so nluch to gain, produc
tion cOInpanies are willing to spend significant re
sources to solicit politicians and gain political favor. 

In Iowa in 2009, the state became rnired in 
litigation as tax credit beneficiaries sued the state 
after Governor Chet Culver suspended the fihn tax 
credit pr06JTanl (see sidebar, next page). The suspen
sion occurred after allegations of little or no vetting 
of recipient projects, missing invoices for 20 out of22 
recipient projects, credits provided for ineligible 
broker fees and product placement deals, and im
proper adlninistration that led to credits being pro
vided for out-of-state expenses. Culver has convened 
a panel to provide information as to whether the tax 
credit program should continue. 

\Vhile the benefits of MPls are concentrated, the 
costs are dispersed among a much larger group: 
taxpayers statewide. That makes organizing against 
filtn credits difficult. Action is often forgone entirely 
because gains from policy change to individual tax
payers are so smalL New York, for example, allotted 
$65 million for film credits in 2008. But with a 
population over 18 million, the giveaway amounts to 
only $3.43 a person not even enough to cover a 
Nathan's Famous hot dog meaL Since the harm to 
each individual taxpayer is very small, film industry 
interests have been able to get politicians to pander 
to their wants at the expense of the many. 

An Arms Race of Incentives 
In 2002, Louisiana passed legislation to ramp up 

its movie production incentives.40 Dubbed by Variety 
as "the other LA," the Bayou State offered three 
specific programs: a sales tax exemption, a labor tax 
rebate of up to 20 percent, and an investment tax 
credit of up to 15 percent.41 

Film companies immediately flocked to the state. 
Runaway Jury starring Dustin Hoffnlan) Gene 
Hackman, and tJohn Cusack was shot entirely in 
Louisiana. Disney's The Haunted Mansion was shot 
partly in Louisiana. Both filnls were released in 

3SGwartney, James D., Richard 1.. Stroup, Russell S. Sobel, 
and David Macpherson. "Economics: Private and Public 
Choice." Thornson South-Western. 11th ed. 134-137. 

:!9Kent, AJexandyr. "Mayor, movie industry talk tax cred
its." Shreveport Times, June 10, 2008. 

4°Grand (2006). 
u"Louisiana (U.s.)." Variety, Oct. 28, 2002. 
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2003. Televi s ion production boomed as well. The 
AcadelTIY of Televi s ion Arts and Science nOluinated 
Louisiana-based projects for 11 Emlnys in 2005. 42 

But a booming production industry was not the 
only thing Louis ia na Inanaged to encourage. Sta te 
leg is latures across th e na tion saw the apparent 
s uccess and followed suit. Seeking to outbid Louis i
ana, states began to offe r bigger a nd bette r lVfPI 
packages. 4 :3 

The next six years sa\v a n explosion of 1novie 
production credits nationwide . Vlhile several states 
offered modest incentives before 2002, more and 
1110re have begun to exempt filnnn a king purchases 

from sales ta x a nd offer ta x credits or cash reba tes . 
The nUluber of states offering tax credits, cash 
rebates, or grants grew to 44 by 2009, up frotn 5 in t~· 
2002. More than a dozen states added 1uovie produc
tion expenses to the ir list of sales tax exernptions in 
the sarne period. Ca liforni a eve n entered the fray in 
2009 with a 20 pe rcent credit for large productions 
and a 25 percent credit for small ones; coupled with 
proxirnity to Hollywood infrastructure , it is like ly to 
overwhelm what other s tates can reasonably offe r in 
the nea r future. 

42Randolph, Ned . "LA works up for 11 Emmys." The 
Advocate, July 16, 2005. 

It is not only the quanti ty of 11Pls offered that 
increased; they have also grown in nlagnitude. States 
e nte ring the ga lne late we re behind and they knew it. 
E a rly adopters had deve loped infra structure and 
econOlnies of scale that nlade production cheape r. To 
catch up, late adopte rs have sought to overC0111C this 
disadvantage by offering eve n larger ince ntives . 

43For an observa tion of actu a l bidding between states, see 
Suzanne Robita ille's Business \Vcek Online piece, (.;Lights , 
Camera -- Tax Breaks !'; 

M:ichigan, for exan1ple , no\v offers credits worth 
30 to 50 perce nt of personne l expenditures and up to 
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1 
U1r:g , " Credits were Claimed for non-cash expenses such 

e 1 III cre I " ellec lye lor e" Isca year " " 'd f "D h . . 1 
beginning -July 1; the Department of .Ec6nollic as ~onsl era 1011 or aVIng your name . In t 1e 
D 1 t (D··ED) l' . 't d th fl· I " .. eli·t t $. 50". credIts, and even for the costs of brokenng the eve opnlen - Im1 eel m cre ' so. _. 

'11" Tl' 1 d t - , . h . f - 1' t- - -th credIts. They were also Issued In advance of ex-
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fil te t ' 11 " t ' "$363 'Ir' d'ts penses. Strawman Iowa LLCs were used to claIm 1 In~ po - n la ,y genera Ing . ;nu 1?Il1n cre 1:.. credits for non~Io\\Ta ex enses. 
gettIng then1 In under the WIre. TIus would be - p. 
about 6 percent of Iowa's $6 billion anliual budget. Th~ scandal l~as led ~o the apPOlntnH:nt of a 

commIttee to reVIeW Iowa s 30-odd economIC devel-
Over the sum,Iner of 2009, state officials. quietly 

began to lookcloseiy at "half-price filn1making," 
using an outside auditor (the administration and 
the state auditor are [rmn different parties, so the 
adIninistration didnl want him involved), At 4:56 
p.m. on a Friday in Septelnber, Governor Culver 

opment tax credits and public demands to increase 
oversight of the fihl1 tax credit progranl in particu
lar. Officials and citizens in other states should 
also consider such steps, since the problems with 
Iowa's tax credit progranl could easily be found in 
other states. 

- - - - _ . __ . . _-- ------ -- - - ------,----_._ - -
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42 percent of production expenditures, besting even 
Puerto Rico's 40 percent credit. As a relative late
conler to the fihn tax credit gaule, Michigan needed 
a very generous incentive to draw in productions) so 
generous in fact that it will cost an estilTIated $150 
Inillion in the current fiscal year. As part of it, the 
state grants credits for 25 percent of infrastructure 
investnlents in an explicit effort to catch up with 
states like Louisiana and New Mexico. But what are 
they really "catching up" to? The acadeulic research 
suggests they're merely outdoing each other in a 
contest of who can funnel the taxpayers' nloney into 
the filnl industry fastest. Michigan, realizing this, 
considering scaling back or even elinlinating its 
incentives as part of addressing its budget shortfaJl. 

Each year, legislators have gone back to the 
drawing board to outdo the incentives of neighboring 
states and give their home state an edge in attract
ing movie production. But this just encourages other 
states to increase their incentives in response. As a 
result, the cost of encouraging film production goes 
up each year. Incentives that would have lured 
filmmakers less than a decade ago no\v fall short 
and taxpayers are left facing bigger and bigger bills 
to support the production incentives "arms race."-t4 

Potential Solutions 
If rvIPls are as ineffective as this study suggests, 

what can be done to stop them? 

Unilateral Moratorium 
Since states are losing money at present - in the 

form of lower tax revenues and stifled economic 
growth some might very well decide to stop 
subsidizing the movie industry regardless of what 
other states do. The competition between states at 
this point is so intense that states can understand
ably conclude that trying to outdo Louisiana and 
Michigan in generosity isn't worth it. 

States that offer few natural economic advan
tages to the film industry would certainly lose their 
tax-induced movie production jobs if they repealed 
their MPls, but they would free up resources for 
other, more long-lasting economic activity. Each 
state that takes this step will take pressure off other 
states to offer ever more generous incentives. 

In the past year, tough economic times have led 
states to re-evaluate prOf,'TalTIS and tighten their 
budgets. As a result, some states are being 1l10re 
realistic about the purported effects of movie pro
duction incentives. Pennsylvania required its rvIPIs 
to be renewed by the legislature, which ultinlately 
did so in 2009 after a bitter debate on the benefits 

44Ellis and Rogers (2000). 
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and costs of the prograln. Rhode Island officials 
placed curbs on its l\1PIs in 2008 after criticisIll of 
the $52 million cost threatened outright repeal. 
Connecticut's prograiTI was strongly challenged by 
critics, and barely avoided a low cap being placed OIl 
the size of the credits. Kansas suspended its MPls 
for 2009 and 2010 and Iowa is considering repeal 
after a brief suspension. 

Of course, the peculiar nature of the fibn industry 
makes lVIPls popular despite their failings, and 
overturning the present system will prove to be a 
difficult task. 

Multilateral Moratorium 

One possible solution is for all states currently 
offering incentives to cooperate in doing away with 
]\tIPIs, through SOine sort of rl1ulti-state conlpact. By 
agreeing to compete exclusively with broad-based 
tax cuts, for example, states can continue to encour
age growth and development without all of the 
shortcomings associated with industry-specific in
centives. 

If states are not experiencing gains and aca-
demic studies of fihn credits suggest this is the case 
- there is reason to believe such an effort could 
work. As with any cartel, of course, there is the 
danger that voluntary action is unlikely to last if one 
state can benefit by cheating. Once one state breaks 
the pact, competitive forces drive the others to follow 
suit. Any such compact must take this into account. 

Federal Action 

Melvin Burstein and Arthur Rolnick of the Fed
eral Reserve Bank of Minneapolis have suggested 
that Congress use its commerce clause power to end 
"the economic war anlong the states" and prevent 
states from "using financial incentives to induce 
companies to locate, stay, or expand in the state."45 
The Commerce Clause is originally in the Constitu
tion precisely for the purpose of empowering the 
federal government to prevent states from harming 
the free flow of goods in a national market. Such 
action must not deter "good" competition based on 
broad-based lower tax burdens or better services, 
since that is at the heart of our system of federalism. 

Federal action would overcome the credible com
mitnlent probleIIl that plagues a voluntary nlultilat
eral llloratoriuITI. State officials could request Con
gress to enforce a 111ultilatcral pact or Congress 
could ilTIpOSe a llloratorium on the states. Either 
would effectively end MPls. Or course, a federal 

1GBllrstein, Melvin L. andArthurJ. Rolnick. 1995. "Congress 
Should End the Economic War Among the States." Federal 
Reser!)£:' Bank of Jl;linncapolis J9.94 Annual Report 9 (J):3·19. 
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Special Report 

solution would be unprecedented and Dlay well 
usher in additional problenls not considered here. 

Conclusion 
While broad-based tax cOlnpetition often benefits 

consumers and spurs economic growth and develop
ment, industry-specific tax competition transfers 
wealth frolll the nlany to the few. Movie production 
incentives are costly and fail to live up to their 
promises. Nonetheless, they 1'e1nain popular with 
state officials and Inany of their constituents. SOIne 
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of the MPls' negative results lllay eventually cause 
this support to wither, particularly in tough eco
nOlnic times. Among these failures, the two most 
ilnportant are their failure to encourage econOlnic 
growth overall and their failure to raise tax revenue. 

From the 1novie industry's perspective, the in
creasing censorship that acconlpanies nlany incen
tives may eventually drive a wedge between film 
producers and state officials. Until then, filnlmakers 
will continue to enjoy the bounty while taxpayers are 
left with the bilL 1,'( 
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Film Production Tax Credits: 
Why We Like Them So Much 

by Maljorie Gell 

I love the mOVIe Ti
tanic. l\1y favorite scene is 
about halfway through 
the fihn, when the ship is 
sinking and everyone 
knows it. The Inen in tux
edoes react by retreating 
to the lounge, standing 
around sipping brandy 
and slnoking cigars, while 
music plays in the back
ground. A111id total catas
trophe, like Ronle burning 
as the fiddler plays, the 

pretense that all is well eclipses the reality that 
passengers will soon nleet a certain fate. 

This movie conjures up many thoughts, especially 
for someone like Ine who resides in Michigan -
possibly the most financially distressed state in the 
nation. There's son1ething to be said, I suppose, for 
ignoring the inevitable, living in denial of impending 
disaster, and enjoying the moment. What's wrong, 
after all, with wanting to feel good? Our politicians, 
God bless them, see no harm in it. In countless ways, 
they are doing all they can at any cost to make us 
feel better, prop us up, and give us reasons to be 
excited and feel important and hopeful. 

There's something to be said, I 
suppose, for ignoring the 
inevitable, living in denial of 
impending disaster, and enjoying 
the moment. Our politicians, God 
bless them, see no harm in it. 

Take, for exalnple, Illy state's illogical acts of 
generosity to SOlne seemingly cool and hip out-of
state businesses - those involved in the nlovie 
industry. Like many states, Michigan has actively 
sought to attract fihn production through offering 
lucrative tax credits. Many states - including 
Michigan and Louisiana - have engaged recently in 
intense bidding wars to attract production conlpa-
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nies. Seenls having a Inovie filIned in one's state is 
highly desirable and viewed as sOlnething of a coup. 
Which gives one pause. \Vhat is the why in all of 
this? Why have states targeted the fihn industry? 
vVhy do so Inany states - in the face of rampant 
budget crises - continue to raise the ante on these 
sorts of tax incentives? What's really in it for states' 
citizens and treasuries? Does any of this make 
sense? Can the reasons given by legislators for 
adoption of these credits be defended? Or is SOlne
thing else going on that cannot be explained on any 
legitimate tax policy ground? 

The Film Production Tax Credits 
Film production tax credits or incentives are in 

place in over 26 states. Although the credits and 
incentives vary, no state has a Inore generous pro
graIn than Michigan does. It offers a refundable, 
assignable tax credit of up to 42 percent of the 
expenditures incurred in the production of a film or 
other media project in Michigan. What that means is 
that Michigan actually shells out money directly to 
film production companies in the form of a rebate. 

The pren1ise of the film production tax credits is 
that providing the tax credit will result in long-term 
in-state investment, development of infrastructure, 
and ultimately in good-paying, permanent jobs. 

One tax lawyer I spoke with recently, said, "It is 
like the Field of Dreams mentality. Give the credit to 
them, and they will come. But the reality is that filn1 
production does not depend on bricks and mortar, 
and it is transient. It is a complete illusion and 
wishful thinking on the part of politicians and 
taxpayers that this sort of tax incentive does any
thing for our state on a long-term, permanent basis." 

The tax credit bidding wars (as well as the con
tinual debates over whether to reduce or elilllinate 
the tax credits) make it even less likely that filnl 
producers will see anyone state as a long-ternl filnl 
location. Production cOlnpanies, always wary of 
their bottom lines, are notoriously fickle. For ex
alnple, before Clint Eastwood signed on to filnl Gran 
Torino in J\1ichigan two years ago, he was set to fihn 
the picture in Minnesota. Runlor has it that he got a 
better offer in the fornl of refundable tax credits 
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from Michigan, and the picture location was moved. 
It may be a hard pill to swallow when you are 
pitching the tax credits, but movie locations are 
fungible, and tax credits and the politicians who 
create them - are temporary. Those facts do not 
lend themselves to serious, long-tenn investment in 
a state such as l\1ichigan. 

When you look at the economic realities, the 
arguments in favor of film production tax credits 
become even weaker. On a dollar-for-dollar basis, 
the fUnl production tax credits are clearly losers, at 
least in Michigan. Although numbers often vary 
depending on who is paying for the research, the 
nonpartisan Michigan Senate Fiscal Agency re
cently estimated that the state would have to pay 
out about $4 million in the form of a refundable tax 
credit to a production company spending $10 
million in the state. Under that scenario, the state 
would gain just under $700,000 in sales and inconle 
tax revenue, which really flies in the face of 
arguments that the tax credits should be viewed as 
"loss leaders" that create income tax revenue 
through the creation of jobs. 

In a recent interview, Mitch Bean, director of the 
Michigan House Fiscal Agency, explained the job 
creation effect of the film production tax credits (and 
hence income tax revenue). A newly created industry 
can be measured by its multiplier effect - that is, 
the jobs created by that industry in other industries. 
For example, an auto-related activity has a multi
plier effect of four. According to Bean, the nlultiplier, 
effect of the movie industry is two, but would need to 
be 12.5 for tax credit expenditures to pay for itself. 

I 
Production companies, always 
wary of their bottom lines, are 
notoriously fickle. . 

Moreover, a study by the Anderson Economic 
Groul? estimates that the cost to the state of Michi
gan is $50,000 per year per job in lost tax revenue as 
a result of the film production tax credit. And in 
terms of sheer numbers of jobs created, the Senate 
Fiscal Agency estimated that this year when $48 
million is expected to be paid out to production 
companies - an annualized total of only 254 jobs 
will have been created as a result of the tax credit 
(that's because the estimated total jobs created is 
2,880, but the jobs lasted only an average of 23 
days), 

What Lies Beneath 
I'nl no economist, but those nUlnbers don't look 

good, and I have seen nothing that would otherwise 
convince me that giving away money to Hollywood 
movie producers makes fiscal sense. Our politicians 
have access to the numbers, too, so \\rhy are so nlany 
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of theln pushing these credits so hard? Are they 
simply trying to keep us all in a positive rnood? 4.': 

The film production tax credits are 
clearly losers, at least in Michigan. 

Political satirist PJ. O'Rourke once likened feel
ing good about government to looking on the bright 
side of any catastrophe: "When you quit looking on 
the bright side, the catastrophe is still there." I have 
to believe that our politicians know that. Surely they 
are aware of what lies beneath the film production 
tax incentives hype. They have to know. The cynic in 
nle leads to the conclusion that this is all an obvious 
attenlpt by politicians to benefit themselves by keep
ing us looking at the bright side and diverting our 
attention froin how bad things really are. But could 
it be more complex than that? Perhaps when one 
disregards the cold, hard nunlbers and economic 
realities, there is intrinsic value in luring film pro
duction cOlnpanies to a state. If so, can that value be 
used to justify the costs of tax breaks? 

Lessons From the Great Depression 
Much of this attitude toward the film industry 

may hark back to the tinle of the Great Depression; 
when movies and entertailll11ent were hugeli popu
lar as a relatively inexpensive way to escape froIn 
life's troubles. In his new book Dancing in the Dark: 
A Cultural Ilistory of the Great Depression, Morris 
Dickstein puts into perspective a time that in SOlne 
ways is similar to the current age: 

The lnood of the Depression was defined not 
only by hard times and a coming world crisis 
but by many extraordinary attempts to cheer 
people up - or else to sober them up into facing 
what was happening. Though poor economi .. 
cally, the decade created a vibrant culture rich 
in the production of popular fantasy and trench
ant social criticism. This is the split personality 
of Depression culture: on the one hand, the 
effort to grapple with unprecedented economic 
disaster, to explain and interpret it; on the 
other hand, the need to get away, to create art 
and entertainment to distract people from 
their trouble, which was in the end another 
way of conling to terms with it. Looking at both 
sides of this cultural divide, we can see how 
closely linked they are. 

'i\Then I apply that concept to what is happening 
no\v in the world of film production tax credits, it 
makes sense to me. The attempts to lure creative 
forces into a state, to foster and nurture a creative 
culture, to provide incentives for anything that may 
possibly create a job in these hard times, is a 
welcome distraction. Believe me, if you were living 
in my state right now and could feel the collective 
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low self-esteem, the news that someone might be 
shooting a filnl down your street would be a real 
pick-me-up. Some of our friends here are even get
ting gigs as a result of the tax breaks! My friend 
Reavis was hired recently as an extra in an indepen
dent film. He received one day's wages. There's hope 
for Michigan, after alL 

And let's not discount the feel-good nature of 
movies in general. Sitting in a movie theater these 
days, you would never know that there's a serious 
recession going on. As unemploynlent rates reach 
record highs throughout the nation, box office 
tickets sales are also at record levels. Nationally, 
box office receipts are up 11 percent froin a year ago. 
Even in Michigan, where unemployment rates are 
at 15-plus percent, box office receipts were up 7.7 
percent over this tinle last year. 

If we were to stop and ponder, we 
might ask ourselves what the end 
result will be when money that we 
don't have is spent. 

The truth is that movies Inake us feel good. And 
when they are filmed in our own backyard, we feel 
even better. We feel cool, we feel ilnportant. ¥le feel 
that something, anything, is finally happening. 
Maybe it even makes us feel that our politicians are 
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actually, finally, doing right by us. All of that helps 
us divert our attention from the stark economic 
realities we inevitably face, but at \vhat cost? If we 
were to stop and ponder, we might ask ourselves 
what the end result will be when money that we 
don't have is spent. We might consider the wisdom of 
being in the midst of billion-dollar budget shortfalls 
and at the same time cutting millions of dollars in 
checks to send to out-of-state movie nloguls. It Inight 
even bother us, if we stopped to think about it, that 
there's no short-term or long-term economic 
justification for any of this. 

I read recently that according to a poll conducted 
in Michigan, over 70 percent of the state's taxpayers 
support the continuation of the filnl production tax 
credits. Obviously as it stands now, the support for 
this type of tax credit is widespread. To all the 
naysayert;, Lo those whu see the credit for what it is, 
and to those who may advocate for a watered-down 
version of the credit or for its elimination entirely, I 
have a suggestion. Pour a brandy and light a cigar. 
The ship nlay be sinking and catastrophe not far off, 
but darn, this sure feels good. -r:r 

As a Matter of Tax is a column by Marjorie Cell, a tax 
professor at the Thomas M. Cooley Law School in Grand . 
Rapids, Mich. 
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Big Sky on the Big creen Act
State Tax Incentives for the 
Film Industry 

By Steve Wells and Clyde Posey 

Steve Wells and Clyde Posey examine the wide valiety of state tax 

incentives available to the film industry. 

Steve Wells, Ph.D., CPA, is a Professor of Accounting and 
Chairman of the Department of Accounting at Western 
Kentucky University in Bowling Green, Kentucky. He is 
a former member of the Mississippi Legislature, where he 
served as chairman of the Revenue Subcommittee of the 
House Ways and Means Committee and as vice-chairman of 
the Constitution Committee. 

Qyde Posey, Ph.D'1 is a Professor of Accounting at Alcorn State 
University in the Natchez, Mississippi, M.B.A. program. He is 
also a practicing C.P.A. and a Life Member of the A.l.C.P.A. 

Introduction 
Sonle states have rnade tax incentives an inte
gral conlponent of their econonlic development 
packages. While sonle studies conclude that such 
incentives have not worked effectively, there contin
ues to be a persistent growth in their use. Advocates 
present a strong pol itical case that such incentives 
create new jobs and improve the state's economy. 
Some recent examples include Alabama providing 
incentives to ThyssenKrupp, Mississippi to Nissan 
and Toyota, Kentucky to UPS and Ford, and North' 
Carol i na to producers of video games. Corporations 
reap the benefits of the tax incentives and enjoy 
watching states compete for the privilege of giving 
away tax dollars. 

A number of states are courting the film indus
try with hopes of landing a major motion picture 
project. For many decades, the film and television 
industry was centered in Hollywood, California. 
The picture-media industry, along with other 
natural advantages, propelled California into the 
most nlighty economic power of the 50 states in 
the United States. This did not go unnoticed by the 
other 49 states and they also began to compete for 
film industry commerce. 

Recently, in an effort to attract the film industry, 
the Montana State Legislature passed the "Big 
Sky on the Big Screen Act," which provides tax 
incentives to attract movie and TV production 
companies. Likewise, Alabanla, Louisiana, Mas
sachusetts and nlany others states have enacted 
legislation providing various types of tax incentives 
for the film industry. 
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A primary goal of this study is to identify and 
compare the various approaches used by the states 
in granting incentives to the film industry. A brief 
examination of the tax incentive schemes for several 
selected states, including Alabama, South Carolina 
and New Mexico, is provided. Additionally, a sum
mary of each state's approach to providing incentives 
to the film industry is provided in bullet format in 
the acconlpanying table. Contact information of 
state film offices, including telephone numbers and 
Web addresses, is also included in the table. The 
study should be of interest 

media inlage industry. It is the general conclusion ot 
the state leaders that the benefits are worth the cost 
because of the multiplier effect in the economy, the 
creation of new jobs and other economic benefits 
to thei r states. 

Sales or Use Tax Exem}ltions 
tV1any states have a sales or use tax exemption on 
selected items in place to provide an incentive for 
media image companies to operate in their states. 

A sales or use tax exemp
to decision makers in the 
film industry, industry 
gal and financial advisors, 
and to those responsible 
for making state tax policy 
decisions. 

An examination of the various 
states reveals a number of 

tion does not provide a 
major incentive, but it 
does reduce costs for a 
production cornpany to a 
limited degree and might 
be a deciding factor in 
some cases. Very closely 
allied with sales or use tax 
exemptions are states that 

An examination of the 
various states reveals a 
number of approaches to 
offering incentives, includ-

approaches to offering incentives, 
including tax credits, sales or 

use tax exemptions, lodging tax 
reductions and others. 

ing tax credits, sales or use tax exemptions, lodging tax 
reductions and others. This is a nloving target as state 
legislatures are constantly reviewing incentives in an 
attempt to keep up with neighboring states that might 
be considered competitors for the film industry. 

In some instances, the relatively small amounts 
involved in these incentives may be a marketing tool 
rather than a major economic benefit to the prodUCing 
company. Additionally, some incentives appear to be 
long on form and short on substance. Finally, all tax 
incentives included in this study are subject to change 
and should be confirmed before any production deci
sions are made. The followi ng is a brief summary of 
each type of incentive examined in the study. 

Tax Credits 
An analysis of the 50 states, pi us the District of Co
lumbia and Puerto Rico, reveals that the largest group 
of incentives used ;s tax credits. In many instances, 
there are conditions that nlust be met before the 
tax credits become available. For example, North 
Carolina requires that a production company spend 
at least $250,000 on a motion picture or television 
production in order to be eligible to receive a refund
able tax credit of up to 15 percent in state spending 
for goods, services and labor. 

In addition, many states have a combination of fac
tors that are designed to provide tax incentives to the 
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have no sales tax. Once 
again, this may be a contributing factor in a decision 
to produce in a specific state over another location. 

A number of states also have lodging tax reductions 
or eliminations after a specified period of time. A 
representative example is found in Vermont, where 
there is no lodging tax on hotel rooms for produc
tion companies after 31 days. This requirement is an 
attempt to keep the production company in Vermont 
for more than a month. This provision alone would 
probably not be a deciding factor in a location deci
sion. However, coupled with other tax incentives, it 
might provide an attractive package. 

No Income Tax 
While this provision was generally not enacted spe
cifically for the movie industry, it can be compelling 
benefit in some cases. There is no state income tax on 
individuals in Alaska, Florida, Nevada, South Dakota, 
Texas, Washington and Wyonling. 

Other State Tax Benefits 
There are other minor tax benefits, including 
and use tax refunds, transaction privilege tax ex
emptions, selected tax abatements, investment tax 



credits and production tax credits. All of these may 
be packaged with other incentives to entice movie 
companies to do business in their state. 

~'CK~atiy~~~_~[_U!!ique Incent~ves 

Wisconsin officials have been very ingenious. 
In addition to other tax credits and enticements, 
complementary incentives such as the free use of 
state-owned buildings 

org. Attempts had been made in the past to 
adopt incentives, but none had prevailed. When 
nearby states of Louisiana and Mississippi re
cently passed incentives, Alabama's desi re to stay 
competitive \vith neighboring states was likely a 
motivating factor in the overwhelming support 
of the measure. 

An examination of South Carolina's incentives 
reveals that it is a cash rebate, not a tax credit. In 

some cases, tax credits 

permits, the use of state- An ~n~lysis of t e 50. states, plus 
and locations, fee-free I . h 

owned a dedicated the DIstrIct of ColumbIa and Puerto 

involve a broker's fee 
and B waiting period. 
However, South Caro
fina's program promises 
a rebate check within 30 
days of the final audit. 

"traffic control" police 
unit during daylight hours 
and internal accounting 
reports on verification of 

Rico, reveals that the largest gTOUp 
of incentives used is tax credits. 

incentive savings to the production company are 
available on a city-by-city basis. 

New Jersey also provides unique incentives in the 
form of certain loan guarantees. The New Jersey Film 
Production Assistance Program allows film projects to 
be eligible for loan guarantees through the Economic 
Development Authority. Loan guarantees cannot 
exceed 30 percent of the bank financing cost of the 
project, or $1.5 nlillion, whichever is less. 

If a movie company says, "Show me the money," 
Virginia is ready to respond. Virginia provides a 
cash rebate at the governor's discretion, taking 
into consideration length of filrning, job creation, 
trainees hired, goods and services purchased. 
The rebate will be paid to qualified production 
companies at the end of physical production and 
payment wi! I be issued upon completion of a re
port of Vi rgi nia expenditures. 

Many states also allow the use of state property at 
little or no cost. For example, in Virginia, most state
owned locations are provided free of charge. 

Selected States 
Alabama, South Carolina and New Mexico pro
vide some interesting lessons for other states that 
are considering legislation to adopt incentives 
or to update previously adopted incentives. Ala
bama, for example, enacted legislation during 
the 2009 session to modify incentives offered to 
the film industry. House Bill 69 was supported by 
a number of diverse business and trade associa
tions and passed both houses unanimously. The 
full details are available at w\J\lw.alabamafilm. 
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The complete details of 
South Carolina's incentives can be obtained by 
contacting the South Carolina Film Commission 
or by going to www.scfilmoffice.com. 

According to officials, the region of Beaufort, 
Hilton Head Island and neighboring counties, and 
the Sea Islands of South Caroli na have provided the 
backdrop for more than 20 major motion pictures, 
including Forrest Gump and The Big Chill. Additional 
information is available at \vww. beau fortsc. 0 rglcwol 
Film/Festival and w\tv\,v.filmsc.com. 

New Mexico is another state worthy of revie\lv. 
A recent study commissioned by the legislative 
Finance Committee found that the incentives for 
the film industry were ineffective. The study con
cluded that New Mexico was receiving Jess than 
20 cents in tax revenue for every dollar spent on 
the tax rebate for film production. However, the 
governor of the state authorized a second study 
that reached a different conclusion. According to 
a study by Ernst & Young, the tax credits have cre
ated over 9,200 jobs and have had a significant 
impact on the state's economy_ With the current 
economic environment, it is not surprising that 
the incentives are stirring considerable debate as 
to their effectiveness. The Ernst & Young study and 
additional information can be obtained from the 
New Mexico Film Office. 

Summary and Conclusions, __ 
The states and political subdivisions reviewed in 
this article are competing vigorously for movie and 
image industry business \vith a wide variety of tax 
and other incentives. How effective are thei r efforts 
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, 
in reaching the goals of their states? Do the benetrts 
gained from providing the tax incentives outweigh 
the costs? Without state tax incentives, wou Id the 
film industry be more likely to move production 
of motion pictures to Canada, Mexico or Europe? 
These are very difficult questions to answer obj ec-

Stale . -,' . Type Onax Incentive ' , Contact Information , 

Alabama 

Arizona 

Arkansas 

California 

Florida 

• Sales and use tax exemption 
• Lodging tax exemption 
• Income ta x credit, 25% 

of qualified expenditures 
_(including payroll ) 

Alabama Film Office 
(334) 242 -4195 
www.alabamafi lm.org 

. ~. JO% transferrable tax credit . Alaska Film.Office 
i ~: O.ri ~qua!ifiedexpenqitures ' :~,:. (90?) 465-5478 
t ) O%,.credit forwages paid to, \v0\v.alaskafilm.org 

~(~~\:1:s~!~~nts , .......~ . . " ' . . 

. ·No individual income t<1x 

• Sales tax exemption on quali - Arizona Film Office 
fied expenditures (602) 771-1193 

• Use tax exemption on ma- www.azcommerce. 
chinery, equipment and other com/film 
tangible personal property. 

• 10%-20% transferrable 
income tax credit 

: .· :iSo/~rebat~onq'uaHfied fiI'rn Arkansas Film Office 
. prbchfctionexpenditures· (501) 682-7676 

'.10% rebate for' payroll of : www.arkansasfilm-
·:'.,A,rla·nsas residents ' commission .com · 

California Film Com
mission 
(323) 860-2960 
www.film.ca.gov 

com 

~~~~<'~ ~~tJ~!~~\n~ ~~~~;i~6:~~ $!1~~t!se ~~~ 
Hawaii 

Illinois 
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• Income tax credits Hawaii Film Office 
(808) 586-2570 
www.hawaiifilmoffice. 
com 

~ " :,:~ · .: S·~.iest~irebate:, .,.' ~ ."~ Itt~hqJilfl1 , Office . 
';: - L9dging't<p;; exemp~io~ ;a~t:';; (?08)J3~;:2470 ,. , ; •. . 

.. :3p:days · . ·.'·· ' . . : . . ' ;' ' , ::.\ :::; ~.filini<!aho.org : 

• Production tax credit Illinois Film Office 
(312) 814-3600 
www.illinoisfilm.biz 

bveiy. However, Many observers appareHity uelleve 

that the economic benefits to their state outweigh 
the costs associated with their activities, One thing 
is relatively certain-the movie companies should 
have lower costs and higher profits as a result of 
the various state ta x incentives. 

State\ ' ' . '.' Type Of Tax Incentive - '," 'Contact Information . 

. . :: ; : . '~ ~- : 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

• . •. ~; . •• ,.... I{', 

Massachu
setts 

~Productionsales credit . ... Film Indiana ' 
• Sales tax exemption in sortie (317)234-2087 

cases www.in .gov/film 

• Income tax cred it 
• Investment tax credit 

. . 

Iowa Film Office 
(5 15) 242-472 6 
\vww. iowal ifechang-
ing.com/film 

.,.No hotel occupancy tax for ' . Kansas Film Office 
.' stays in excess of 28 d~ys (785) 296.:2178 

wWw~kansascom -
merce.com 

• Refund of Kentucky sa les or Kentucky Film Office 
use ta x paid (5 02) 564-3 456 

• Nonrefundable credit against w 'vvwKyfilmoffice.com 
Kentucky income tax 

~. 25% transferable tax credit' 
. on in~state productionex~ ment . 
penditures . . (225) 342-5403 . . ' . 

-Additional 1 0% labor tax www.lOiJlsianaenter-
': credit on residential labor' " tai~inerlLgov!film 
.• No limitonamount of tax . 
. , ~r~dits that Gin be earned ' -

• Income tax rebate 
• Wage tax rebate 

Maine Fi1m Offi ce 
(207) 624-7631 
www.filminmaine. 
com 

• Exemption from 6% .. stat~ -,' , ,iy1~.r)d~hdF~frnQ'ffic~ ,> 
sales andusetax ' " , ', : ' (410)'767::6340 <'.,, : 

• Fjlmp~0JUf~i:~ (~~~:e:~uri~ ; ~.~:I.:~afi~V·:::~ 
- Payroll tax credit up to 25% 
• Production expense credit 
• General sales tax exemption 
• 90% of unused credits eli

gible for refund 

Massacllusetts Film 
Office 
(617) 423-1155 
www.mafilm,org 

:Mich:iga~.~::; '~; ~i% tax ' ~redrt/'f~r ~lIp~odu~ Micrjg~"i=~~9~c~ .: 
; :,~" .': .,. -.:~; ,' lion expenditures ;-. (517) 73:-3456 :-":"': _ 
: . :~~. 7' .. :;., , ~ Additional 25~io~:2ieqit for ; '. ~~i!1ich!g~n:gbvl . 

iJ.:.~~~,~ :;~: .:>.;.; )§.~~~~· .~:r:~B~~1!J~~i~:~.t : ',', _ftl~,~!~~.~~~.~~ ~ .~ ,-
Minnesota • 15% rebate on qualified 

production expenditures 
• TV commercials are exempt 

from state sales tax 
- Lodgi ng tax exemption for 

stays in excess of 30 days 

Minnesota Film and 
TV Board 
(612) 767-0095 
www.mnfilm.org 

" ',-;. . . ',-

Mississippi -,' ,-Tax rebates . . , > Mlssi~sippi' j:jlrnOffice : 
' . - " • Sales and use tax exemption (601)359-3297" ,. 

Missouri • Income tax credi t 
• Bank tax credit 

. www.visitmississippL 
org/ film " ' . . . 

Missouri Film Office 
(573) 522-1288 

- Insurance premium ta x credit www.missouribusi-
• Other financial institution tax ness,netlfilm 

credits 



MOlitana 

Nebraska 

New 
Hampshire 

New Mexico 

NJZ~Yb~k' 

North 
Carolina 

Oregon 

, • Employment production tax 
, ,·.· credit 
~Tax credit for qualifiedex~ 
. penditures 

• No specific film incentives 

Montana Film OffiCe 
(406) 841 ~2876 " , . 
www .. montanafilm.: ' 
com 
Nebraska Film Office 
(402) 471-3746 
w.ww.filmnebraska .org 

~ N.ospeci fj~ fil ~)lJsent!ves ' . J)::{~Xc1(:ta fqp Office , 
• 'Nostateincome'lax . - ;(~O~IA86':27fl . ' 
- lodging tax waiver after 30 . ~v;rievadafilm.corri 

. " days " , 

• No specific film incentives 
• No state income tax 
• No sales or use tax 
• No capital gains tax 

New Hampshire film 
Commission 
(603) 271-2220 
www.nh.gov/film 

' . ,Corporation business tax .' ." . New Jersey Motion 
,)<;r~,dit for ,certainfil rn pro~~c~~icture(=ommission 

';Aio~expenses' . .' . ' (973) 648~6279 ' 
'?:~Ies taxexeniption' ' \vwVJ·njfilm~org 

• 25% tax rebate on all pro
duction expenditures 

New Mexico Film 
Office 
(505) 476-5600 • Payroll tax rebate 

• Interest free investment loans I wwwonmfilm.org 
up to $15 million per film or 
TV project 

• 50% advanced wage reim
bursement for New Mexico 
employees 

• No sales tax 
"30~)o::35% tax :~redit bio

( " • •• ,>: NewY~~kFilrnOffjce ' 

~" ~j~l~P~::~a~:!~~trt~Qi .~~~t~.co~ 
'-:5% investment tax credit ' 

• 1 0% rebate of Oregon
based production expenses 
(including labor) 

• Greenlight labor rebate 
provides cash payment of up 
to 6.2% of qualifying wages 

• No sales tax 

North Carolina Film 

~;- ." ... 
Oregon Office of Film 
& Television 
(503) 229-5832 
www.oregonfilm.org 
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State 0 Type Of Tax Incentive ~ -'. -', Contact Information ' 

P:n~?ylvjnia ' 

Rhode Island 

:-6% sales tax exemption for~:' 
film production companies .. 
that produce for a national 
audience 

• ASSignable corporate, 
partnership or income tax 

; credit equal to 20% of 
'production costs including 
_ ~~agesjf in~state spending iS J: 
,60% of aggregate productio~ 
':expenses for features and --
.television productions. Thre¢ 
, year carry forward provision~ 
. total annual state credit ". 

: :.disbursement capped at 11 0 . 
": million per fiscal year " . .... . 
~Pennsylvania also provides·': 

o.:'Jree use of state property 

• 25% motion picture 
company transferable tax 
credit for all Rhode Island 
spending 

• No caps (this includes 
salaries for people working 
on the ground) 

• FilmfTV commercial/video 
game production must 
be filmed primarily in the 
state of Rhode Island and 
have a minimum budget of 
$300,000 

South Dakotal - Tax refund to production 
companies for projects made 
in the state with costs over 
$250,000 in taxable costs 
incurred in South Dakota 

• No sales tax on hotel rooms 
for production companies 
after 28 days 

• No corporate or personal 
income tax 

rennsylvania Film 0 

Office ' . 
(717) 783-3456 
www:fifminpa.com· 

Rhode Island Film 
Office 
(401) 222-3456 
www.film.ri.gov 

South Dakota Film 
Office 
(605)773-3301 
www.filmsd.com 

T~.nri~. '~~~ '~~. ;"'." ~l.,.~:~!.·. e:· ...•••.. ·.s.: ..... :· .• ~.-n. , .,q ... u ...• s.· .. ~ ..... ta ... ?.( ... _ .. ~e .. .... f.·.u .... n .. d .... e. p. i(1~~.~~-~~~.· :f:.iJQJ omc~ '."~ '::\ ~:"~\ ~ ~/~ :~ W-(lp~ct.tQn<:9mpa~ole; .sp~nd {~I.S!?~~} .. 4?f> .~ ,:. 
-.= , ;)"'r ; J '.:, . ;.,~ t f,east.$500,OOO dUring a . ~,stat~:qn:uslmm. 
'. ' '.~' ~ -- ' ~· ~ 1 2-,mbnthperiod ·' . . ,-, . " > 

::-'No lodging tax on hotel 
.'. rooms for production 

companies after 30 days 
541 No state or local income tax '· 

,' . ;Siate-owned bJildiri'gs . " " . 
~ .: ·indland are available to : 
..r~I~makersfree of charge . 
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• Comprehensive sales and 
use tax exemption for film! 
video production 

• Exemptions apply to the 
enti re amount of state sales 
tax (6.25%) and local sales 
taxes 

• No lodging tax on hotel 
rooms for production 
companies after 30 days 

Utah ~ Tax h:~bate program that . 

Vermont 

wouldtypicallyoffer 10-
120/0reiui-ns. · .' 

• Reb~te is dependent Qn.script 
. content and money spent in ' 
Utah ,. 

-Saiesand usetaxexem.ption ' 
for. the purchase, ,lease or 

, rentalqfrriachinery and 
equipment ' , . . . 

~ State also offers a transient' 
room tax rebate after JO 

, ~ays , ' 

• Offers a grant from the state 
to offset production costs 

• Producers spending $1 
million can be reimbursed 
for 10% of local spending, 
capped at $1 million 
annually 

• No lodging tax on hotel 
rooms for production 
companies after 31 days 

• Sales and use tax exemption 
on goods and servi ces 
purchased and used in the 
making of a film 

• Income tax for performers 
is limited to the amount the 
performer would pay in their 
home state 

" ._ ... . . - , ',. . \. " 

Yirgini~ ' .. '. ' .• ~al~~ and u~e tax' . , : . 
:' ,~ .•.... ..:.: . . .. ~~~ptio.ns for production " 

.: .. :'# ~ ~ . N' ~· ;: ••• r ·" l~ . : \.~~: J • • ~ • 

=i .. ;,Smte-and-l'dCal Iddging lax • 
. ~ ; e)(eiriptrons '':: '::. ' : "~. !",.. 

.~; ...... :-.~- :~·~m-e si~t~ned iddti~ns ' 
".: :,.- .. ::,._,~ ';::~p'~o~~~edJiee;:: ':': :" ."'::. : 
, " ' ,. t ' .• '. .· ~ohnance-based·irlcentiVe 

. '·:-··I , ··t·· ~:·· : prov'jdi~g ,a cash' ;eb,a~e : ~ 
.... ... , ·t - .......... . 

Washington • 6.5% sales and use tax 
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exemption on rental 
equipment 

• No state income tax 
• Local, state, and special use 

taxes off rental vehicles used 
in production 

• No lodging tax on hotel 
rooms for production 
companies after 30 days 

sion 
(512) 463-9200 
www,governoLstate. 
tx.uslfilm 

' . - ~ .. ... 

DdihFilm CorTirilf5~ ' 
sion 
(801)538-8740 
w\vvv.film.utah.gov ' 

Vermont Film Com
mission 
(802) 828-3618 
www,vermontfilm. 
com 

Washington State Film 
Commission 
(206) 264-0667 
www.washingtonfilm
works.org 

Wisconsin 

VVy()ming 

• Purchases andrenta I si n 
West Virginia of tangible 
personal property directly ; 
used in an entertainment 

, productionproject, as ,well 
aspurchases in West Virgin~ 

. ,iaof servi(esdirectlyused 
, .· •. in~ntertainlTl.erltptodu~tion 
. ~: proj~cts~ . are~xemp~ frqm 
; 'the6.0%,constimerssales 
and service tax ' 

• Investment tax credit of 
25% for investing in Wis
consin based productions 

• Comprehensive sales and 
use tax exemption for 
machinery, equipment and 
services used in production 
and post-production 

• No tax for all film and tele
vision services contracted 
by out-of-state production 
companies 

• Refundable tax credit of 
25% of direct production 
expenditures for feature 
films, television movies, 
episodic and mini-series 
television, video games, 
and broadcast advertising 
production 

• 15% state income tax credit 
for film, television and 
electronic game produc· 
tion businesses that make a 
capital investment by start
ing a business in Wisconsin 

• Further incentives are 
available on a city-by-city 
basis, including the use of 
state-owned buildings and 
locations free of charge 
as available, no fees for 
permits, a dedicated Utraffic 
control" police unit during 
daylight hours at no cost 
and internal accounting 
reports on verification of 
incentive savings to the 
production company 

• Special industry cases 
for hotel rooms based on 
"room nights" for each 
production, including local 
hotel occupancy tax in 
their flat room rates to the 
individual production 

. i' " ~ .' ~. 

-10% distbunt frbiil certain " 
\Vyomirigbuslnesse~':Of1 _ ".' 
production' related services/ 
including hotels/motels, ' 
restaurants, and caterers 

West\'irginiaFilm ' 
Office . 
(866) 698~3456 
www.\\~film.com 

Wyoming FiimOffic~ , 
{307P77-340b' :' 
Www.wyomingfilm.org 
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Losing Lost: Hawaii's Film Tax Credit 
Star Bids Aloha 

by Billy Hanlilton 

On May 23 the last epi
sode of the ABC television 
series Lost aired, and -
spoiler alert - we learned 
that the whole six-year or
deal of the series's plane 
crash survivors was actu
ally a drealTI Pam Ewing 
had sometime after the 
end of the previously be
loved television series 
Dallas. 

I'm kidding about the Dallas plot twist, but Lost 
has officially ended, heading off to TV Land Valhalla 
to join other iconic TV shows of days gone by like 
Gunsmoke, Cheers, MASH, and that other lnemo
rable story of stranded castaways, Gilligan's Island. 

Based on media' reports, some viewers are sad
dened by the end of the series - for some people, the 
end of a favorite television show is like losing an old 
friend. Others never understood the show never 
wanted to, and have long since moved on t~ other, 
more useful endeavors - or at least to other televi
sion shows. A new season of 'J}ue Blood starts June 
13, so all is not lost Without Lost. For me, the end of 
the series is a relief because I got hopelessly lost as 
far as Lost is concerned' not long ' after the hatch 
imploded during season three,and I never entirely 
caught up despite the best synoptic efforts of my son. 
Ah well, there's always the DVD box set of the 
complete series run, doubtless coming to a Walmart 
near me in time for Christmas. ' 

A more interesting question, though, is how the 
end of the series will affect Hawaii, where the show 
was filmed. According to a recent Wall Street Jour
nal article, the series spent $400 million in the state 
between 2006 and 2010.1 It provided work for 800 
~tagehands, security guards, and other workers, and 
It used around 1,200 local suppliers for various tasks 

ITc;mara Audi, "Hawaii Feels 'Lost' \Vithout That TV 
Show, The Wall Street Journal weekend edition. May 22-23 
2010. ' " 
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at one time or another. The Journal article focuses 
on one Inajor beneficiary of the series, an Oahu 
foaln-making company, which was paid about 
$450,000 over the series run for 1.2 million feet of 
foam used to make sets. It turns out that many of 
the show's lava rocks weren't really rocks at all but 
cunning foam replicas, and the marooned ship called 
the Black Roell also was made out of foam. It was all 
television magic. 

And Lost was magical for Hawaii. "It's impressive 
when you see the power of what one series can do " 
said Georja Skinner, administrator of the Creati;e 
Industries Division of the state's DepartInent of 
Business, Economic Development and Tourism;who 
oversees the Hawaii Film Office. The film office 
handles pernlitting for productions and administers 
the state's film and television credits. Skinner was 
talking about the general economic benefits of Lost 
and not specifically about the economic stimulus the 
series provided to the state's foam-making industry. 
Alas, there will be no more foam rocks, no more foam 
ships. Much of the old foam is being ground into 
mulch. The foam ship exploded earlier this season 
and some of the cooler ' pieces, like the bomb 
"J ughead," have been shipped to New York for an 
exhibit. Sic transit gloria mundi. 

So the foam-making industry may face hard 
times, but things w,ere nice while they lasted. Like 
many states, Haw~ii works hard to attract film and 
t~levision production, but it's a hit-or-miss proposi
tion, and long-running series don't come along every 
day. Lost was one of three Hawaii-based pilots to 
debut in 2004, but it was the only one to last beyond 
one season. It is also the first show based in Hawaii 
to last six seasons since Magnuln, P.I. wrapped 
production in 1988, ending a 20-year unbroken run 
of Hawaii-based series that started with liawaii 
Fiue-O in 1968. 

Hawaii has needed Lost's economic boost lately. 
The state fell into recession in late 2008, pushed 
over the edge by a slump in tourisnl. Tourism is 
I-Iawaii's primary economic engine~ touching 74 per
cent of jobs in the state directly or indirectly, accord
ing to a report by First Hawaiian Bank. As the 
recession wore on, fewer visitors traveled to IIawaii, 
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and those who did visit stayed -fewer days and spent 
less money. Visitor arrivals fell both in 2008 and 
2009, and the number of days visitors spent in the 
islands also fell both years. Statewide employment 
declined as a result, with total jobs falling the last 
two years_ 2 Recent econOlnic data suggest that the 
economy is beginning to recover, but the state is 
projecting another drop in total employment this 
year. The loss of Lost will not help that trend. In fact, 
if you believe the estinlates, the 800 or so jobs the 
series won't be providing represents (in an adluit
tedly dubious statistical leap) about 16 percent of 
the jobs the state expects to lose in 20 10, which 
totals about 5,000. 

As the recession wore on, fewer 
visitors traveled to Hawaii, and 
those who did visit stayed fewer 
days and spent less money_ 

It goes without saying that the sagging econonlY 
also rocked state finances. The state began 2010 
facing a two-year (fiscal 2010-2011) budget shortfall 
of more than $1.2 billion. After months of wrangling 
between Gov. Linda Lingle (R), who had proposed 
deep budget cuts on top of budget cuts made last 
year, and the Democrat-controlled Legislature, 
which spent much of the year threatening to in
crease the general excise tax, lawmakers settled on 
a plan in late April that balanced the books with a 
mix of spending cuts, nlodest tax and fee increases, 
and several outright accounting gimmicks, includ
ing delaying the ability of taxpayers to claim high
tech investment credits until 2013. 

As so many states have done in recent years, 
Hawaii dove headfirst into the use of tax policy to 
lure film and television production several years ago 
when budget conditions ' Were more favorable. The 
state's Act 88 was enacted in J my 2006 and author
ized a -15 percent refundable tax credit based on a 
production company's Hawaii expenditures ' while 
producing qualifying film, ' television, commercial, or 
digital media projects,'onOahu. (The credit is 20 
percent on the neighboring islands of Big Island, 
Kauai, Lanai, Maui, and Molokai.) Productions also 
are eligible under Act 221, the high-tech business 
investment tax credit. That nonrefundable income 
tax credit applies to taxpayers that invest in quali
fied companies producing "performing arts prod
ucts," equal to 100 percent of the investment 
amount, payable over five years. The credit was 

2Hawaii Department of Business, Economic Development 
and Tourism, "Outlook for the Economy, 2nd Quarter 2010," 
May 19, 2010, available at http://hawaii.gov/dbedtJinfo/ 
economiddata_reportslqserloutlook-economy. 
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amended last year by Act 215, to a maximum 80 
percent of a taxpayer's tax liability for investments 
made after May 1 of last year. It was recently 
amended again, including the mandated delay in 
clailning credits that was part of the final budget 
plan. 

Unlike nlany states, Hawaii doesn't bother with a 
lot of job creation requirements. According to the 
state fibn office, nonresidents who work on the 
production count toward production credits because 
"anyone who physically works in Hawaii is subject to 
I-Iawaii state income tax, [and] wages paid to non
residents for work they do while in I-Iawaii does 
count." To relnain eligible for production credits, 
though, Lost was required to provide workforce 
developlnent initiatives, including internships and 
educational programs such as school and community 
selninars. Nonetheless, proponents of the film credit 
stratebTJ' say that the tax incentive program has 
produced local jobs. Not only did the production 
company spend hundreds of millions of dollars in the 
islands, but also 9 of 10 jobs on Lost were local hires, 
according to the state film office. 

Also, proponents argue some of the revenue the 
state gives up in tax credits comes back to it in other 
ways. The state benefits from the income taxes paid 
by people working on productions an~ from general 
excise tax due from vendors who provide services to 
the production company. Vendors are subject to a 
general excise tax at varYing rates. A 0.5 percent tax 
rate applies to vendors whose contributions to the 
production are identifiable in the final product, such 
as acting on screen, writing, directing, and so on. All 
other vendors are subject to the regular 4 percent 
general excise tax rate (4.5 percent on Oahu). I 
couldn't find any indication of ~hat tax rate the 
foam maker paid. Foam making certainly isn't act
ing or directing, but the result does figur~ promi
nently in the show, as we now learn. Still, I assume 
the foam maker was subject to the higher rate. 

Let me provide a couple examples of how the 
credits work. In the first example, an actor, a Cali
fornia resident, is hired by a production company to 
perform in a movie produced in Hawaii, such as the 
soon-to-be released blockbuster, Battleship, based on 
- yes, you guessed it - the board game of the same 
name. Some portion of the actor's income is subject 
to Hawaii income tax for the period he or she is in 
I-Iawaii filming this cinematic masterpiece. In turn, 
the actor's personal services - acting in the movie 
- become a qualified production cost for calculating 
the production tax credit because the services were 
performed in Hawaii and are subject to inconle tax. 

A second example involves the general excise tax. 
A Hawaii-based catering company provides food for 
Battleship's production company. The caterer oper
ates only in Hawaii and is subject to Hawaii general 
excise tax for its gross proceeds as a privilege of 
conducting business in the state. The cost of catering 
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services provided by the caterer is a qualified pro
duction cost for purposes of the production tax credit 
because the caterer is subject to the general excise 
tax. 

Lost's tax breaks have rnade up a sizable share of 
the larger Hawaii filrn and television incentive pro
graIn. In 2009 production tax credits given to filrn 
and TV producers in IIawaii resulted in an esti
mated $16.2 million in forgone tax revenue for the 
state and the creation of more than 4,000 jobs.3 

About half of those credits went to the producers of 
Lost, according to reported state estiInates. 

The state is mainly getting jobs 
and visibility - if it needed 
visibility - as its benefits from 
Lost. It isn't getting much in the 
way of tax revenue. 

If those numbers are accurate, the state is mainly 
getting jobs and visibility - if it needed visibility -
as its benefits from Lost. It isn't getting nluch in the 
way of tax revenue, even if you factor in the effects of 
the jobs and other economic activity. State data show 
that in 2009, Lost spent $78 lnillion in the state 
filming season five and part of season six. During 
that stretch, it employed 2,025 local people and 
generated $7 million in tax revenue and had a total 
output for the year of $121 million.4 So, by simple 
math, if the state spent half of its $16.2 million in 
film credit dollars on Lost in 2009 - about $8.1 
million - and the series generated $7 million in 
revenue, the state was in the hole to the tune of$1.1 
million for season five and part of season six. Or 
maybe not. After all, since its creation the movie 
business has been notorious for creative accounting. 

Whatever is the case, state film officials argue 
that the tax credits are needed to compete effectively 
against ·other states that offer similar packages. 
Skinner recently told a reporter: 

They love the location, but first and foremost 
the credit helps to drive business to Hawaii. 
Because of the competitive nature of an the 
destinations to secure a television series, [tax 
breaks1 ... are an important and critical com
ponent of attracting and keeping a TV series in 
a destination. 

3Sean Hao, "$16.21\1 in Hawaii Film, TV Tax Credits 
Created 4,000-Plus jobs," The Honolulu Advertiser, Mar. 8, 
2010, available at http://www.honoluluadvertiser.com/articlel 
20100308/NEWS01l3080348/16.2M-in-Hawaii-film-TV-tax-cr 
edits-created-4-000-plus-jobs. 

4Janis Magin, '"Lost' Meant Business for :f\.fany Local 
Hawaii Companies and Employees," Paci(LC Business News 
(Honolulu), Feb. 26, 2010, available at http://www.biz 
journals.com/pacifidstoriesl2010/03/01/story2.html. 
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According to Departrnent of Business, Economic 
Developnlent and Tourisn1 estimates, the filnl and 
television industry is projected to spend $181 mil
lion in Hawaii this year and employ 5,781 people. 
"The nlajority of these are Act 88 generated," Skin
ner said. "So, you can see the credit is working for 
not just eruploynlent but workforce developluent, 
and generating tax revenues for the state." Local 
film industry pronloters agree. "Before we had the 
tax credit Act 88, we used to struggle like crazy to go 
over $100 nlillion in direct spend," said I-Ionolulu 
Filnl Office Comnlissioner Walea Constantinau. 
"When a production company COlnes here, their 
spending is incredibly broad-based. They hire a 
whole bunch of people, and they work with a whole 
bunch of businesses." 

The state makes siInilar claims for past years, 
again based on economic impact analyses that are 
notoriously optilnistic, in my experience. The state 
estimates the industry had an economic impact of 
$498 Inillion in 2007 and 2008, and generated al
nlost $20 million in tax revenue for those two years. 
Those totals were derived from direct spending of 
$229 million in 2007 and $146 million in 2008. The 
renlaining economic effects canle from indirect ef
fects - frorn the benefits to the people that supply 
foam-making supplies to the foam lnaker, for ex
ample. 

I Lost came to the islands a couple 
of years before the enactment of 
the generous Act 88 credits. 

Of course, there are skeptics who remain uncon
vinced of the tax credits' benefits to the state despite 
the widely claimed results of Lost. As in other states, 
these local critics argue that tax breaks come at the 
expense of other taxpayers who end up buoying 
production companies that may well have filmed in 
Hawaii without the credits. 

Lowell Kalapa, head of the Hawaii Tax Founda
tion and State Tax Notes correspondent, told a 
reporter for The Honolulu Advertiser recently: 

It comes at somebody's expense, no matter how 
you look at it. It means you and I gotta pay 
exorbitant taxes so that we can subsidize that 
industry_ It reduces the alnount of resources 
[the state] has available, and the result is 
you've got to keep taxes high and raise them on 
everybody else. We never seern to make that 
connection. 

Another point Kalapa could have lnade but didn't 
is that Lost came to the islands a couple of years 
before the enactment of the generous Act 88 credits. 
It nlay have been the earlier, more n10dest credits 
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that attracted it, but I'm betting it was all those 
great beaches and lush jungles for the actors to 
stumble around in. 

Perhaps recognizing the potential for controversy 
over these progran1s, states often try to play their 
fihn credit deals close to the vest if it's possible 
because the tax concessions are real and tangible, 
and the economic benefits, while possibly real, are 
always vaguely ephemeral, depending on what eco
nornic assumptions you use and whether you are 
convinced that they really were what attracted the 
production in the first place. Hawaii doesn't seern to 
be an exception to that rule of thulnb. To date, the 
state hasn't released the value of the tax credits 
claimed by Lost's producers, but one estimate sug
gests that they exceed $32 million, perhaps by quite 
a lot. When asked about this, Kalapa said: 

I've heard somewhere around 50 to 70 million 
dollars. I-low much can I believe that? I can't 
because there's no hard data. 

What is known is that the show's producers 
sought production tax credits during at least four 
years of the show's production run. During the 
four-year period under Act 88 fron1 2006 to 2009, the 
lnaximum production credits that could be clainled 
by anyone production was $32 million. That's the 
source of the $32 Inillion minimum estinlate.5 But 
that's not the whole story. The actual tax benefits 
are likely to be higher because there will be credits 
claimed this year, and the state had another, more 
modest production tax credit program before 2006. 
And that's not all. In addition to production tax 
credits, Lost's producer, Grass Skirt Productions, 
and its investors probably also have benefited from 
the high-tech investment credit, another figure that 
has yet to be tied down. 

I'm not a fan of these credits, although I under
stand the hopeless optimism that makes every De
troit and Baton Rouge dream of being the next 
Hollywood, like many girls in the 1940s dreamed of 
being the next Lana Turner. This is largely a futile 
exercise. The whole economics of the movie industry 
has undergone a tectonic shift in the last 30 years. 
Even Hollywood isn't Hollywood anymore, as any
one who visits there will quickly perceive. Movie and 
television production is a footloose business. A pro
duction like Lost may create jobs for a while, but 
then it's gone. More to the point, most movie jobs 
last a matter of a few months, not a few years, and 
the reality is that those that last for years are as 
rare as good movies based on board games. If states 

5Sean Hao, "Hawaii Filming of 'Lost' Spent $228M Locally 
Over 4 years," The llolwlulu. Advertiser, Apr. 28, 2010, 
available at http://www.honoluluadvertiser.com/articlel20100 
428!NEWS01l42803521Hawaii-filming-of-Lost-spent-228M-lo 
cally-over-4 -years. 
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are going to invest in new business developlnent -
and they are - they should focus their efforts on 
nlore promising industries. ." ~ 

Most movie jobs last just a few 
months. If states are going to 
invest in new business 
development - and they are -
they should focus their efforts on 
more promising industries. 

1b Ine, fihn incentive programs are a frivolous and 
uitilnately pointless use of the tax code, but those 
objections don't seem to have lnuch sway on public 
policy. Just about every state and most of Canada 
seems to want in on the action. According to the 
A~sociation of Film Comlnissioners International, 
46 states and the District of Col ulnbia offer some 
sort offihn or other media incentives, most involving 
tax incentives but some using direct rebates. All of 
Canada's provinces and territories have incentive 
programs. There also are dozens of local film pro
granls, of which at least 10 are in California alone. 
Unsurprisingly, the most attractive packages are to 
be found in the places where the Inovie people I've 
met wouldn't normally be caught dead. Michigan, 
for example, has a refundable credit of up to 42 
percent of eligible spending in the state, and Nova 
Scotia offers a credit that can rise to as much as 60 
percen t if you film outside Halifax, which means in 
parts of the province noted for their stark, barren 
beauty - and utter lack of anything approaching a 
decent mocha latte. 

One interesting point about the Hawaii incentive 
program . is that lawmakers showed little or "no 
interest in eliminating the film credit this year or 
last despite the dire budget circ1,lmstances the state 
faced. ' News reports on state budget deliberations 
were full of talk about spending cuts, employee 
furloughs, and tax increases, but it appears that no 
one thought of eliminating the credit to save money. 
Ironically, though, the Hawaii Film Office itself did 
fall victim to the tough budget times. During the 
budget crunch last year, the state wound up laying 
off the state film commissioner and two of her key 
staffers. After last December, only one of the previ
ous four staff members remained in the office to 
handle pennitting.6 I suspect that's why the recent 

6Hawaii is only one of several cash-strapped states that 
cut or simply gutted their state film programs in the face of 
severe budget constraints and. in a few cases, financial 
scandals. Not long ago, Iowa suspended its tax credit program 
and launched a criminal probe into the activities of its fonner 
film chief after an audit raised questions about the office's 
handling of tax credits. 
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media reporting on the denlise of Lost is filled with 
quotes from Skinner of the Creative Industries Di
vision of which the filtn office is a part. There's no 
one left in the filnl office except one guy trying to 
stay out of sight while plugging away on fihn per
mits for shows the state hopes to attract after it 
loses Lost . 

That job 111ay be a little harder because of the 
budget plan that was enacted by lawmakers in April. 
The final plan relied on an additional $794.4 million 
in general fund budget cuts plus an assortment of 
nongeneral fund cuts, accounting gimrnicks, and tax 
measures that closed the renlainder of the $1.2 
billion gap. Lawrnakers adopted about $58.5 nlillion 
in tax increases but didn't increase the general 
excise tax rate as was frequently discussed during 
the legislative session. One tax measure that was 
adopted temporarily places a cap on iten1ized deduc
tions clairned on state inCOlne tax returns until 
January 1, 2016, for higher income brackets. Also, 
the cigarette tax was raised 20 cents per pack, and a 
tax deduction for political contributions was re
pealed. Another measure raises the tax on petro
leum products fron1 5 cents to $1.05 per barrel, with 
a portion of the money used to bal ance the budget. 
(Lingle has already vetoed that tax increase, but the 
Legislature overrode the veto.) 

Aside frOln the barrel tax, possibly the rnost 
controversial tax measure adopted by lawlnakers 
was a suspension of the state's technology invest
ment credit under the Act 221 program. The package 
of credits will now end seven months earlier than 
the originally scheduled Decelnber 31 sunset date. 
Lawmakers also suspended until 2013 taxpayers' 
ability to claim tax credits for investments they 
already have made in Hawaii businesses. In its 
original form, Act 221 offered a 100 percent credit 
against state tax liability for cash investments up to 
$2 million in qualified Hawaii high-tech companies. 
The cre4it was designed to be front-loaded over five 
years. Lawmakers had already limited the credit 
program last year, establishing an 80 percent tax 
credit cap, meaning investors were now lilnited to 
deducting 80 percent of their investment over five 
years. The 2009 measure also restricted investors 
without Hawaii tax liability from transferring their 
credits to Hawaii-based investors, typically in ex
change for more equity in the tech company. Film
ln~kers could take advantage of the credit, so they 
wIll be affected along with the high-tech sector. 

Needless to say, investors weren't happy with 
that turn of events. They have argued that suspend
ing the high-tech tax credits is unconstitutional 
under the due process clause of the Fifth Anlend
ment because the investments have already been 
made. But all is not lost. The tax credits can be 
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taken over five years - and unused credits earned 
before May 2009 can be carried forward - so the 
credits will remain alive even after the progralu 
ends. Lingle also wasn't pleased with the loss of the 
high-tech credit and could veto the bill. At the tilue 
of this writing, though, she hasn't done so. 

As for the Hawaiian film industry, the show must 
go on, and the search is underway for the next Lost 
or the next Ifawaii Five-G. In fact, the next Hawaii 
Five-O may be 'Hawaii Five-G. In mid-May, the 
Hollywood industry trade publication Variety re
ported that a new version of the classic police dranla 
was "a slaIn dunk for a greenlight." A pilot episode 
was shot in Hawaii in March. As some of you will 
renlember, the original series starred the late Jack 
Lord as detective Steve Me Garrett with the screen's 
beloved James MacArthur (son of Helen Hayes and 
the teen star of my favorite Disney movies of the late 
1950s and early 1960s7 ) as hot young detective 
Danny Williams of "book 'em, Danno," fame. The 
Honolulu Star-Bulletin is hopeful that the new se
ries will be a fitting replacement for the classic 
original and for the recently departed Lost. "The 
challenge, and hope now is to reboot Hawaii Five-O 
into a cooler, hipper version of its former self - a 
retro 'Fi ve-O' for a new generation of viewers and 
prospective island visitors," the newspaper editori
alized on May 18. 

Maybe it will work out that way, but I'm betting 
not. Jack Lord was cool as Steve McGarrett. He 
never seemed to unbutton his suit jacket or ruffle his 
perfect hair, but you could tell he was tough and 
incorruptible. (Although he lived in Hawaii, Lord 
grew up in Brooklyn and probably was a tough guy.) 
In contrast, the rebooted series will star an Aus
tralian actor, Alex O'Loughlin, as McGarrett. An 
Australian playing Steve McGarrett? I don't know. It 
sounds like a weird plot twist from Lost to me - one 
in which a character goes to sleep as one person and 
wakes up as another person. Also, let me remind you 
that the Oceanic Airlines flight that crashes at the 
beginning of Lost originated in ... Australia. Coin
cidence? You be the judge. However, maybe there's a 
more innocent explanation. Maybe this is just an
other one of Pam Ewing's bad dreams. fr 

7The Light in the Forest (1958), Third Man on the Moun
tain (1959), Kidnapped (1960), and Swiss Family Robinson 
(1960). 
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The worldwide dnema boom 

The box office strikes back 

Once incidental to Hollywood's fortunes, cinema is now the fastest-growing and 
most innovative part of the film business 

SUMMER begins on May 7th, at least ac
cording to Hollywood's calendar. On 

that day "Iron Man 2" is due to be released 
in American and Asian cinemas (it ap
peared a week earlier in Europe, to take ad
vantage of the May Day holiday). Like 
many modern blockbusters, the film 
trades on nostalgia. It is based on a comic
book series that began in the 1960s and 
even features a Russian baddie. This is ap
propriate, given the state of the film busi
ness. Technological progress and changes 
in tastes mean that Hollywood depends 
more and more on the old-fashioned prac
tice of showing films in cinemas. 

Film exhibition was until recently a 
humdrum business. The formula for suc
cess was simple: sell lots of tickets at the 
same price, then funnel punters past salty 
popcorn and fizzy drinks. Cinemas keep 
about half the price of a ticket and up to 
90% of the money spent at concession 
stands. For film-makers, showing movies 
in cinemas was important not so much in 
its own right but as a means of drawing at
tention to a product, the most profitable in
carnations of which would appear later. 
The real money was in home entertain
ment, especially sales of DVDS. 

But now the pendulum is swinging 
back towards the box office. In 2009 global 
box-office revenues increased by 7.6%, but 
total revenue for the biggest Hollywood 
studios fell by 4.3%, "due to the collapse of 
consumer spending on DVDS", according 
to Bernstein, a research firm. 

Since 2005 North American box-office 
receipts have risen by 20% (see chart). Tick
et sales grew strongly during the recession, 
as people sought a cheap ish night out, and 
have not slowed. Box Office Mojo, which 
tracks films, estimates that box-office re
ceipts this year are running at 6% above 
last year's level. Elsewhere cinema is 
healthier still. Ticket sales outside America 
and Canada have risen by 35% since 2005 
and are now worth about two-thirds of the 
global total. A boom in multiplexes-that 
is, cinemas with at least eight screens-is 
unlocking latent demand. In 2006 Rus- . 
sians made a total of 89.sm visits to the cin
ema. Last year they made 132.3m~ This is es
pecially surprising in a country where the 
number of YQungpeople is falling. 
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Meanwhile revenues from DVDS, Blu
ray discs and digital copies of films togeth
er have fallen by 8% in America since 2005, 
according to the Digital Entertainment 
Group. That figure, which includes rentals 
and sales of such things as exercise videos, 
flatters Hollywood. Stephen Prough of Sa
lem Partners, an investment bank, says 
DVD sales of new films fell by 17% between 
2008 and 2009 alone. The main CUlprit, he 
says, is the emergence of cheap, conve
nient rental services such as Netflix and 
Redbox. Although the drop has been less 
steep elsewhere, people in other countries 
never bought many DVDS. 

What is driving the cinema boom? The 
most obvious answer, for consumers, is 
the rise of three-dimensional films. Audi
ences have flocked to filius like "Avatar", a 
vaguely ecological fantasy, and "Alice in 
Wonderland". In NorthAmerica 3-D films 
drove almost all the growth in box-ilffice 
receipts last year. Although the premium 
that cinemas charge for 3-D films has risen 
steeply from as little as $1 per ticket to $3 or 
more, consumers have not balked. "We 
still don't know how much they are will
ing to pay," says David Passman, chief ex-
ecutive of Carmike, a cinema chain. . 

More important, though less visible, is 
the digitisation of cinema. The number of 
screens served by digital projectors world
wide rose from about ],000 to 16,400 be
tween 2006 and 2009, according to Screen 
Digest, a research firm. That primed the ex
plosion in 3-D films: it is hard, though not 
impossible, to project a 3-D image using 
old-fashioned film. Digitisation has made 
it easier for multiplex owners to shuffle 
films around screens to cope with surges in 
demand. And satellite distribution is mak
ing it easier and cheaper for films to open 
simultaneously around the world. 

Digitisation is a particular boon to 
IMAX, a Canadian firm that makes bigger, 
taller screens. Once associated with films ~. 



~ of fish in natural -history museums, IMA.X 

now offers its products to multiplexes (the 
first few rows of seats are sometimes re
moved to accommodate the bigger 
screens). For the past 18 months it has been 
converting two to three screens a week. 
This would have been almost impossible 
without digitisation. Its larger film size 
means it costs about $25,000 to make a sin
gle print of an IMAX film. The need to re
coup such costs necessitated long film 
runs. Now that IMAX films can be deliv
ered digitally for a few hundred dollars, 
they can be programmed more like ordin
ary films. Cinemas tend to charge 30-40% 
above the ordinary ticket price. 

Name your price 
Cinema-owners have long suspected that, 
by charging the same amount to see a $2m 
independent film and a $200m blockbust
er, they were leaving money on the table. 
The response to 3-D films and IMA.X 

proves that they were. Cinema is evolving 
from a commodity into a business that 
sells differentiated products at varied 
prices. The example of India suggests that 
there is room for further differentiation. 

Multiplexes are rising in many Indian 
cities: Mumbai alone has added more than 
75 screens in the past five years, says Ani! 
Arjun, chief executive of Reliance Media
Works. They appeal to, and are priced for, 
India's aspirant middle class. Fame, a cine
ma chain, charges an average of 141 rupees 
($3.1.5) per ticke~ in a country where daily 
income per person is justuo rupees. Some 
cinemas have replaced rows of seats with 
widely spaced reclining chairs, with tray 
tables and waiter service. This model ap
pears to be spreading to the West. Carmike 
has opened a cinema in Tennessee that 
serves alcohol and food, to great success. 
The draw seems to be not just comfortable 
seats, but the absence of teenagers. 

Film-makers are adapting to these 
changes. India's new cinemas have given 
rise to "multiplex films", focused on the 
concerns of affluent youngsters and with . 
somewhat less singing and dancing than 
in standard Bollywood fare. Elsewhere the 
rise of 3-D and the super-sizing of screens 
are leading studios to focus on visual spec
taculars. "French table dramas do not look 
much better on IMAX," notes Julian Stan
ford, who manages that company's busi
ness in Europe and Africa. The growth of 
screens outside America also favours big 
action films: an explosion is an explosion, 
regardless of language. 

The loser, as so often, is grown-up 
drama. In the past two years the big stu
dios have shut or run down "specialty" di
visions like Focus Features and Miramax 
(the latter may yet retur~ in a much deplet
ed state, to Bob and Harvey Weinstein, 
who founded it). Fans of such films are out 
of luck. They should certainly steer clear of 
cinemas this summer .• 

UAl and Continental agree to merge 

Love is in the air 

The creation of the biggest airline in the world is less exciting than it sounds 

THE announcement of a merger to form ~~ 
the world's largest airline, with the ca~ 

pacity to carry nearly 150m passengers a 
year, might once have caused a flurry of ex
citement. But the $3 billion all-share deal to 
bring together United Airlines (UAL) and 
Continental Airlines was greeted on May 
3rd with a politely stifled yawn. Industry 
rivals, employees of the two carriers and 
even consumer advocates-all potential 
losers from the combination-expressed 
mild riUsgivings but concluded that such 
consolidations were a sign of the times. 
Wall Street granted lukewarm approval, 
marking shares in both firms down a little. 

Reaction was muted partly because 
there was nothing surprising about the 
deal. A couple of years ago, immediately 
after the merger of two other big American 
airlines, Delta and Northwest, UAL and 
Continental tried to follow suit. But record 
oil prices and the onrushing recession per
suaded Continental that it was not the 
time to take on new risks (not least UAL'S 

rickety finances). Although both airlines 
made hefty losses last year, the improving 
economy, recovering business traffic and 
cheaper fuel created the conditions for a 
second attempt. However, the trigger for 
new talks was an impending tie-up be
tween UAL and another carrier, us Air
ways. Continental's boss, Jeff Smisek rang 
his opposite number at U AL, Glenn Tilton, 
on April 9th to tell him that there was a bet
ter option. Mr Smisek said this week: "I 
didn't want to him marry the ugly girl. I 
wanted him to marry the pretty one, and 
I'm much prettier." 

Mr Tilton insists that it had never been 
his intention to use jilted us AirWays as 
bait to snare Continental, but there is no 
doubt that the deal he now has makes a lot 
of sense. The .two chief executives claim 
that the combined carrier should benefit 
from savings of at least $1 billion a year and 
from substantial extra revenues mice oper
ational ~ntegrationis complete by 2013. The 
airlines' networks at home and abroad are 
highly complementary, except in their hub 
cities, which will allow them to reduce ca
pacity without conceding market share to 
competitors. Continental's recent decision 
to join U AL in the Star Alliance should also 
help. And they now have the example of 
Delta and Northwest to follow: theirmerg
er seems to have gone more smoothly than 
some others in the past, and is already 
yielding big savings. 

However, there are still a number of 

Together at last 

hurdles to be overcome. Although the air
line unions appear resigned to job losses 
among the 88,000 employees of both 
companies, vexed issues such as the se
niority of pilots will need deft handling_ 
U AL and Continental, unlike Delta and 
Northwest, use different booking systems, 

. which will make bringing together back
office functions more fraught Regulatory 
approval could also prove trickier than for 
Delta: and Northwest, whose deal was ap
proved by George Bush's relatively laissez
faire Department of Justice. Although the 
merger is highly unlikely to be blocked, 
Barack Obama's administration, with its 
close ties to trade unions, could delay ap
proval or attach unwelcome conditions to 
a deal the parties are anxious to seal before 
the end of the year. 

Bringing United and Continental to
gether should create a stronger, more fi
nancially stable airline, at least in the short 
to medium term. But it is not a transforma
tive deal. American network carriers will 
still suffer from familiar ills: over-regula
tion, high overheads, inflexible unions, el
derly fleets and constant attrition from 
low-cost point-to-point operators. Con
solidation can provide some breathing 
space, but it does not fundamentally alter 
the dynamics of an industry still riddled 
with structural inefficiencies . • 
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The American Motion Picture and Television Industry: 
Around the World 

The Economic Contribution of the 
Motion Picture & Television Industry 

to the United States 

The production and distribution of motion pictures and television programs is one of the nation's most 
valuable cultural and economic resources. 

The industry is a nlajor private sector employer, supporting 2.4 million jobs, and over $140 billion in 
total wages in 2008: 

• Including the following direct categories of jobs, which generate $41.7 billion in wages, and an 
average salary 26% higher than the national average ... 

o Over 296,000 jobs in the core business of producing, marketing, manufacturing, and 
distributing motion pictures and television shows. These are high quality jobs, with an 
average salary of nearly $76,000, 72% higher than the average salary nationwide. 

o Over 450,000 jobs in the related businesses that distribute motion pictures and television 
shows to consumers. 

• ... as well as the indirect jobs and wages supported in thousands of companies doing business with 
the industry, such as caterers, dry cleaners, florists, and hardware and lumber suppliers, and 
retailers, and in companies doing business with consumers, such as retailers, theme parks and 
tourist attractions. 

file industry is a nationwide network of small businesses: 

• Comprising more than 95,000 businesses in total, located in every state in the country; and 

• Making $40.0 billion in payments to more than 144,000 businesses around the country in 2008. 

The industry increases the tax base: 

• Generating $15.7 billion in public revenues in 2008 from only federal income taxes, including 
unemployment, Medicare and Social Security, state income taxes, and sales taxes on goods. 

The industry is one of the most highly competitive around the world - one of the few that consistently 
generates a positive balance of trade, in virtually every country in which it does business: 

• $13.6 billion in audiovisual services exports in 2008, down 6% over 2007, but still up 31% over 
2004. 

• A positive services trade surplus of $11.7 billion, or 7% of the total U.S. private-sector trade surplus 
in services. 

• The motion picture and television services surplus was larger than the surpluses of the 
telecommunications, management and consulting, legal, medical, computer, and insurance services 
sectors. 

Motion Picture Association of America, Inc. • 1600 Eye Street, NW· woe 20006 • www.mpaa.org 
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A Nationwide Enterprise: 

Traditional perceptions of the American motion picture industry conjure images of 

studios in Southern California, and on-location shooting on the streets on New York. 
While our industry is rooted in both of these historic places, today the American motion 
picture and television industry is a national concern with workers spread from coast to 
coast. 

The motion picture and television industry is a major private-sector employer that 
supported 2.4 million jobs, and over $140 billion in total wages in 2008. i 

This employment contribution includes the following direct categories of jobs, which 

generate $41.7 billion in wages, and an average salary ($55,600) 26 percent higher than 

h . I ii t e natlona average ... 

• Over 296,000 jobs in the core business of producing, marketing, manufacturing 
and distributing motion pictures and television shows, across every major 
occupational group. These include people employed in film and television 

production-related jobs on a free-lance basis, part time or full time at major 
studios, independent production companies, and core industry suppliers like film 
labs, special effects and digital studios, location services, and prop and wardrobe 
houses dedicated to the production industry, among others. 

• Over 453,000 jobs in the related businesses that distribute motion pictures and 
television shows to consumers, including people employed at movie theaters., 
video retail and rental operations, television broadcasters, cable companies, and 
new dedicated online ventures . 

... as well as the indirect jobs and wages supported in companies doing business with 
consumers, such as retailers, themed restaurants, theme parks, and tourist attractions, 
and in a wide cross-section of companies doing business with the industry, such as 
apparel and accessory retailers, car rental and sales dealers, caterers, dry cleaners, 
florists, hardware and lumber suppliers, transportation companies, and thousands of 
other vendors. 

Production in all 50 States: 

Jobs created by the industry are located in every state in America. Although many of 
the core production-related jobs are still located in California and New York, nearly 40 
percent are now located outside those states. Every single state has jobs of this kind. 
Most notably, in 2008, these jobs grew significantly in states like New Jersey (+8%t 

Georgia {+31%L Pennsylvania (+33%L and Massachusetts (+45%). Following are a few 
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specific examples focusing on the role that direct production-related jobs and 
businesses alone play in states: 

• Illinois has the fifth most direct production jobs in America, after California, New 

York, Florida and Texas, with more than 7,500 direct production jobs and $430 
million in related wages. It's also in the top five nationally in production-related 
businesses, with more than 1,500 businesses in the state specifically dedicated 

to the production industry. It has the largest amount of industry vendors, after 
California and New York with 4,700 vendors serving the production industry, 
totaling $1.5 billion in payments from the industry, in 2008. Some key titles that 

filmed in Illinois during that period were the movies Public Enemies and The 
Informantl, and the television series ER, Judge Mathis, and The Oprah Winfrey 
Show. ER, which was the longest-running production ever to film in Chicago, 

contributed nearly $33.5 million into the local economy during its 16-year stint 
filming in Chicago. iii 

• louisiana is home to more than 3,500 direct production-related jobs, which paid 

more than $150 million in wages. There are more than 440 businesses in 
Louisiana dedicated to the production industry, businesses like the new full
service media production facility launched in New Orleans, Second Line Stages iV

, 

and the new local film-transportation companies, NOLA Film Logistics and 
Hollywood Trucks.v In total, vendors working with the production industry in 
2008 numbered more than 1,300, receiving $252 million in payments. Key titles 
that filmed in Louisiana during 2008 include Cadillac Records, Miracle at St. 
Anno, and The Family that Preys, and the television series True Blood. 

• Massachusetts reached the top 10 in the country in direct production-related 
jobs, with more than 3,700 in 2008, a notable 45 percent increase over the 
number of jobs the year before. It has more than 1,000 specific production

related businesses, such as effects company Brickyard VFX, which saw its staffing 

almost double in 200B.vi Massachusetts was also among the leaders in the 
country in terms of industry vendor payments, with more than 3,400 vendors 

serving the production industry in 2008, receiving $739 million in payments. 
Some key titles that filmed in Massachusetts during that period were Shutter 
Island, Paul 8lart: Mall Cop, and The Proposal. 

• Michigan is in the top 10 in America in direct production-related jobs, with more 
than 4,000 jobs paying nearly $200 million in wages, and in production-related 

businesses, with more than 1,300. These production-related businesses include 
Detroit's "With A Twist" visual effects studio. The studio employs around 40 

people, providing services including 3D effects that can be seen in the latest Alice 
in Wonderland film.vii Vendors serving the production industry in Michigan were 

paid more than $74 million in 2008. Key movie titles filming in Michigan during 

that period were Gran Torino, The Day the Earth Stood Still and Whip It. 
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Additionally, Michigan will be the site of several new production studios, 

expected to create nea rly 6,000 new jobS.Viii 

• Pennsylvania is also in the top 10 in the country in direct production jobs, at 

more than 4,700, one-third (33 %) more jobs than the year before. Pennsylvania 

is home to more than 1,200 specific production-related businesses, including 
Shooters Post & Transfer, a Philadelphia production company which doubled its 
employees from 33 in 2001 to 66 in 2008. ix Pennsylvania had the sixth most 
industry vendor payments nationally, with $981 million paid to more than 2,500 
vendors serving the production industry in 2008. Key titles that filmed in 
Pennsylvania during that period were Marley & Me and She's out of My League. 

Small Business and Production: 

The motion picture and television industry is a nationwide network of small businesses, 
comprising more than 95,000 businesses in total in 2009/ including: 

• Over 49,000 businesses involved in film and television production-related 
activities, including not only production studios but core industry suppliers such 
as wardrobe companies and camera equipment firms. These businesses are 
largely entrepreneurial small businesses: 93 percent employ fewer than 10 
people. They are located in every state in the country; in fact, the majority (64%) 
are located outside of California and New York. 

• Over 45,000 businesses involved in distributing films and television shows to 
consumers, including movie theaters, specialized video retail and rental 
operations, television broadcasters, and cable companies, among others. These 
businesses are also spread far and wide across the country - 80 percent are 
outside California and New York. 

Motion picture and television production relies on a network of businesses to bring 
projects to fruition, not only the core industry suppliers noted above, but also 
innumerable general suppliers, such as caterers, lumberyards, apparel retailers and 
florists. In 2008, the production industry alone made $40.0 billion in direct payments 
for goods and services to more than 144,000 businesses large and small, in every state 
in the country.Xi Business such as: 

• A helicopter company in Ketchikan, Alaska 

• An antiques business in a small town in Alabama 

• A local production company in Little Rock, Arkansas 

• A marketing company in Phoenix, Arizona 

• A greeting card company in Boulder, Colorado 
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• A logistics company in Terre Haute, Indiana 

• A lighting company in Boston, Massachusetts 

• An air conditioning company in Gaithersburg, Maryland 

• A local cinema in Charlotte, North Carolina 

• A catering company in a small town in New Mexico 

• An art studio in Portland, Oregon 

• A paper company in Philadelphia, Pennsylvania 

• A cleaning company in Nashville, Tennessee 

• A stunts company in Park City, Utah 

• A furniture moving company in Milwaukee, Wisconsin 

Increasing the Tax Base: 

The motion picture and television industry is a significant tax revenue generator. In 
2008, it generated $15.7 billion in public revenues in the United States.xii This included 
$12.9 billion in income taxes at the federal level, including unemployment, Medicare 
and Social Security, $2.0 billion in income taxes at the state level, along with sales taxes 
on goods. 

Other taxes paid, but that could not be quantified for this study, include corporate 
income taxes, property taxes and business license taxes. Also not included are tax 
revenues generated by indirect employment. 

Competing Around the World: 

The American motion picture and television production industry remains one of the 
most highly competitive around the world. In 2008, the enduring value and appeal of 
U.S. entertainment around the world earned $13.6 billion in audiovisual services 
exports, a six percent decrease over 2007 but over 30 percent more than in 2004. xiii 

Moreover, this industry is one of the few that consistently generates a positive balance 
of trade. In 2008, that surplus was $11.7 billion, or seven percent of the total U.S. 
private-sector trade surpfus in services. The motion picture and television surplus was 
larger than surpluses of the telecommunications, management and consulting, legal, 
medical, computer and insurance services sectors. 
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i Analysis of total jobs and wages (direct and indirect) using U.S. Bureau of Labor Statistics (BLS) data and 

SIC to NAICS bridge, industry data, and the RIMS II model of the U.S. Bureau of Economic Analysis {BEA}. 
ii U.S. Bureau of Labor Statistics, National Compensation Survey 

iii Chicago Mayor's Office Press Release, "Mayor Daley thanks cast, crew and producers of Warner Bros. 

Television's 'ER' for their contributions to Chicago," 01/30/09. 
iv Fox 8 News WVUE TV, flNew Film Studio Gives Hollywood South Boost," 03/03/10. 
v New Orleans CityBusiness, tlLouisiana Businesses Building Movie Industry Infrastructure Needed ... ," 

10/05/09. 
vi Boston Globe, "Film Boom's Special Effect/' by Leslie Brokaw, 06/29/08. 
vii Action News Detroit, "Local Studio Helps Create Wonderland," 03/10/10. 
viii Michigan Governor's Press Release, "Granholm: New Michigan Projects to Create Nearly 6,000 jobs," 

2/3/09. 
ix Philadelphia Business Journal, "Lightsl Camera! Local Impact!" 06/13/08. 
)( Analysis of Dun & Bradstreet industry reports. 
xi Analysis of studio and network survey submissions received, and industry data. 

xii Analysis of employment and payments data, using income and sales tax rates. 

xiii U.S. Department of Commerce, Bureau of Economic Analysis, Survey of Current Business, October 
2009. The category, "film and television tape rentals," covers the rights to display, reproduce and 

distribution motion picture and television programming. 
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Worldwide Box Office 
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Worldwide box office for all films reached $29.9 billion in 2009, up 7.6% over 2008's total. 

International box office ($19.3 billion) made up 64% of the worldwide total, while u.s. and Canada 

($10.6 billion)1 made up 36%, a proportion consistent with the last several years. U.S./Canada box 
office and international box office in U.S. dollars are both up significantly over five years ago. 

Worldwide Box Office (US $ Billions) 
Source: MPAA, incorporating Rentrak Corporation, Screen Digest, and local sources 

~ International U U.S'/Canada 
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1 Rentrak Corporation completed acquisition of Nielsen EDI in February 2010. MPAA has updated its U.S./Canada box office 
data to Rentrak Corporation for 2010 and prior years through 1998, using Rentrak's Calendar Year (January I-December 31) 
data for clarity and to harmonize with the demographic attendance analysis. 
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International box office increased 6.3% in 2009, with the largest growth (12.3%) in Asia Pacific. 81% 

of the Asia Pacific increase occurred in Japan and China. Europe, Middle East & Africa (EMEA) 

remains more than half (51%) of the international box office total. 

International Box Office by Region fUSS Billions) 
Source: MPAA, incorporating Rentrak Corporation, Screen Digest, and local sources 
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U.S./Canada box office reached $10.6 billion in 2009, up 10.1% over 2008, and up 20.3% over five 

years ago. The 3D market was a key growth driver - 11% of 2009 box office, or $1.1 billion, came 
from 3D showings. 

U.S./Canada Box Office (US$ Billions) 
Source: Rentrak Corpora tion 
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U.S'/Canada movie admissions, or tickets sold, reached a five year high at 1.4 billion in 2009. 
Admissions rose 5.5% from 2008, the first increase in two years. The national average of tickets sold 
per person (admissions per capita) increased to 4.3 in 2009, the first increase since 2002. 

U.S. & Canada Admissions (Billions) 
Source : Rentrak Corporation, NATO 
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The national average of tickets sold per person (admissions per capita) increased to 4.3 in 2009, the 

first significant increase since 2002. 

U.S./Canada Admissions per Capita (Tickets Sold Per Person Aged 2+) 
Source: Rentrak Corporation, NATO, U.S. Census Bureau, Statistics Canada 

6.0 

5.0 

4.0 

3.0 ~----.------.--.---.- --~--------.--.-.-.- .. ---------------.--.-.. ---- ----.-

2.0 .... ------.. --------.-.-----------... ---... -----------.--------------.. --------------

1. 0 .... --------------.---------------------------.----.-----------.--. 

0.0 ~---r_---T----", -----.- " 

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 

6 



J':' ::_ 

~RQtlight; Attenq9flC;;~ [)~mQgraph!~s 
f'" .", ' ',." .;' ";, , .~. ~/ ::' >, . .j " \ /J ->. , 'J.~} '... ( .. ' .'1' ''' , ~! ' ',. . , ; 

Over two-thirds of the population (67%) - or 217.1 million people - went to the movies in 2009 

accounting for the 1.4 billion in admissions (ticket sales). The average amount of times a year that 

moviegoers attend the movies is 6.5. 

U.S./Canada population 

ages 2+ 

2009 Demographic Summary2 
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s~Qtnght: Att~ndgnS~ D~fTl~grg~h!~~ 
Women buy a higher percentage of movie tickets (55%, or 778 million tickets) than they represent of 

the population (51%), and more than men buy (45%). 

Gender Proportion of Total Population, Moviegoers and Tickets Sold 
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~: ... . ' :~ , .... -/ \. • .'. . T . . - • ~, 

There are 32 million total frequent moviegoers - people who attend a movie once a month or more. 

Frequent movie going peaks between the ages of 18 and 24, with 6.3 million frequent moviegoers in 

that age group, 20% of the total. Both the 12-17 and 25-39 age groups also represent similar 

percentages and numbers of the frequent movie going population. 

Frequent Moviegoers (millions) by Age and Gender 
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Th~gtr j ~g ! )(~: Qih~r F-ni~r~ginm~n~ 
Movie theaters continue to draw more people than all theme parks and major U.S. sports combined. 
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2009 Attendance 
Source: Rentrak Corporation, NATO, IAAPA, Sports leagues 

Theme Parks* Sports 

The average ticket price increased by 32 cents in 2009, comparable to the increase in 2008. Movie 
going remains the most affordable entertainment option, the only option for a family of four under 
$50 dollars. 

Average Annual Cinema Ticket Price (US$) 
Source: NATO, Bureau of Labor Statistics 
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Average Ticket Price for a Family of Four (US$) 
Source: NATO, Sports Leagues, International Theme Park Services 
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Films 
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Films produced by U.S. production companies declined over the past three years. In 2009, the 
number of films released in domestic theaters decreased 12%, the first decline since 2003. This drop, 

mainly from MPAA member studio subsidiaries and independent distributors, came in the aftermath 

of labor issues in 2007-2008 and the economic downturn. 

Films Rated, Produced and Released Domestically 
Source: CARA, MPAA incorporating H.R., Variety, Baseline, and IMOB, Rentrak Corporation 
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Films released in theatersS 507 594 609 633 558 -11.8% 10.1% 

Despite a decline in film releases in 2009, non-MPAA-affiliated independents continue to release the 
most films, with 72% of all films released. MPAA member studios, including specialty divisions 

(subsidiaries), released 28% of films. 3-D releases are a key growth category; in 2009i 20 films - or 4% 
of releases - were released with digital 3D versions, more than double the 2008 total. 

3 Note that films may be rated or re-rated months or even years after production. Includes non-theatrical films. 
4 Historical films produced data has been updated, incorporating unique titles from additional sources to capture the full 
market of films produced. Films produced is the number of full-length feature films beginning production in a given year, 
with a U.S. production company involved, including both U.s. productions and co-productions, not including documentaries. ... 
5 Data updated due to change of source to Rentrak Corporation . Includes all titles released that earned box office in the year. 1.L 
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PG-13 films continue to dominate the top 25, with 13 films in the top 25. PG films were more 

popular in 2009; two of the top five films, and nine of the top 25 films, were rated PG. Last year, none 

of the top five films, and only five of the top 25 were rated PG. 

Top 25 Films by U.S'/Canada Box Office Earned in 2009 (US$ Billions) 
Source: Rentrak Corporation, CARA 

1 Transformers: Revenge of the Fallen Paramount $402.1 PG-13 

2 Harry Potter and the Half Blood Prince Warner Bros. 302.0 PG 

3 Up Disney 293.0 PG 

4 The Twilight Saga: New Moon* Summit 284.5 PG-13 

5 Avatar* Fox 283.6 PG-13 

6 The Hangover Warner Bros. 277.3 R 

7 Star Trek Paramount 257.7 PG-13 

8 Monsters vs. Aliens Paramount 198.4 PG 

9 Ice Age: Dawn of the Dinosaurs Fox 196.6 PG 

10 The Blind Side* Warner Bros. 196.6 PG-13 

11 X-Men Origins: Wolverine Fox 179.9 PG-13" 
12 Night at the Museum: Battle of the Smithsonian Fox 177.2 PG 

13 The Proposal Disney 164.0 PG-13 

14 2012* Sony 162.3 PG-13 

15 Fast & Furious Universal 155.2 PG-13 

16 G.!. Joe: The Rise of Cobra Paramount 150.2 PG-13 

17 Paul Blart: Mall Cop Sony 146.3 PG 

18 Taken Fox 145.0 PG-13 

19 Gran Torino** Warner Bros. 142.2 R 

20 Disney's A Christmas Carol * Disney 136.9 PG 

21 Angels & Demons Sony 133.4 PG-13 

22 Terminator Salvation Warner Bros. 125.3 PG-13 

23 Cloudy With a Chance of Meatballs* Sony 123.8 PG 

24 Alvin and the Chipmunks: The Squeakquel * Fox 120.7 PG 

25 Inglourious Basterds TWC 120.5 R 

*Film still in theaters in 2010; total reflects box office earned from January I, 2009 - December 31, 2009 
**Film ooened in 2008; total reflects box office earned from Januarv 1. 2009 - December 31. 2009 
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u.s. Screens 
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There are 6,039 movie theaters in the U.S. The industry continues to shift towards theaters with more 

screens, with Megap/exes (16 or more screens) representing the main theater growth. An 8% decline 

in the number of Miniplexes (2-7 screens) means that almost half of the cinema screens in the 

country are now located in Multiplexes (8-15 screens). 

u.s. Theaters by Type 
Source : Rentrak Corporation 

.tlfi?t4~~ifi~~;~I1~r'~~;~~7:~~f(ii 
'J";;,.1#r,jX4~:,Q~,,=;~,,~,:;.,,;.i~YIJ~ ... -<2007~"'~-'~';"J<,-2008 __ --", .. 200.9~.!;<1' .. Og ,vs •. 08{Z1 
.: .. ~~ j'o ~i~:~":::~~:'" ~~~,--h;:;~'1~~?:!#~~1.,.~-~~(~~~{~:.f.~",:; t;:~:'J,.r ~~:,"' ·c~ .. J~-... ~<:::' ~ .. l.Jc:, --..... _ -: .~~ • ~ ~I~r:-:""'l~q~~ ,!i~~,,: , .. .1~ei .:~ 

Single Screen 1,748 1,747 1,677 -4.0% 

Miniplexes 2,296 2,215 2,043 -7.8% 

( 2 -7 s c re ens) 

Multiplexes 1,617 1,679 1,681 0.1% 

(8-15 screens) 
I 
I 

Megaplexes 616 628 638 1.6% 

{16+ screens} 
I 

Total Theaters 6,277 6,269 6,039 -3.7% 

u.s. Theater Screens 
Source: Rentrak Corporation 

Percentage of u.s. Screens by 

Theater Type 

Megaplexes 

29% 

Source: Rentrak Corporation 

Single 

screens 
4% 

Multiplexes 

46% 

Miniplexes 

21% 

'-." ···.'·····2000 ··'.2001·~;.;:·~~:2~O~7S~:;:iOOJ~:&;\~:~:2ri~4~{y-t,r·~·itio5~fi~2:;~,·io66·,t;;;l~;;;2rioj:/;:}?':-2008·'t~;o.~ /· 'i009 ~::; 

Indoor Screens 36,679 36,110 34,630 35,499 35,993 38,143 38,943 39,347 39,476 39,028 

Drive in Screens 717 654 650 647 601 709 725 730 718 689 

otal Screens 37,396 36,764 35,280 36,146 36,594 38,852 39,668 40,077 40,194 39,717 

% Change vs . Previous Year 0.6% -1.7% -4.0% 2.5% 1.2% 6.2% 2.1% 1.0% 0.3% -1.2% 

% Change vs. 2009 6.2% 8.0% 12.6% 9.9% 8.5% 2.2% 0.1% -0.9% -1.2% n/a 
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Worldwide Screens 
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Worldwide cinema screens have remained constant over the past five years at just under 150,000 
screens. During that period, however, the growth in digital screens has accelerated. More than 
16,000 screens, or 11% of the total, are now digital. International screens - particularly in Europe -
constituted the majority of global digital screen growth in 2009. As a result, for the first time ever 
there are now more digital screens internationally than in the u.s. and Canada . 

Total 2009 Cinema Screens by Format 
Source : Screen Digest, Rentrak Corporation 
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The fastest growing sector of digital screens is 3D. The number of digital 3D screens worldwide more 

than tripled in 2009, reaching 8,989, or about 6% of screens in the world. Digital 3D represents about 

half (55%) of all digital screens in the world, and a higher percentage in certain regions. 

Worldwide Digital 3D Screens 
Source: Screen Digest 





-~.';-. "i 

/,-~-, 

1 

~r~~kQ~t; Att~nQ~n~~ RY ~~nQ~r . . . '.' . ~ '" -. ' .. . -.' . . ' . .. ;... ~ , " " -, '. : . ' . , .'" . , . . . 

Women buy a higher percentage of movie tickets (55%, or 778 million tickets) than they represent of 
the population (51%), and more than men buy (45%). 

Gender Proportion of Total Population, Moviegoers and Tickets Sold 

Population 

Moviegoers % 

(m) 

Tickets sold % 
(m) 

i.i Female Iiii Male 

-1-------------tL.J....J..L.----------~------------------___l~---__i 

0% 25% 50% 75% 100% 

A higher percentage of women than men are moviegoers in all categories of frequency. In total, there 
are 113 million female moviegoers, compared to 104 million male moviegoers. 

Moviegoing Frequency by Gender 

Never IiiIlnfrequent Ii Occasional iii Frequent 

Male 

Female 

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% 

Women also have higher attendance per capita (4.7 tickets per year) and attendance per moviegoer 
(6.9 tickets per year) averages than men. 

Annual Attendance Averages by Gender 

If! Per capita Ii Per moviegoer 

8.0 -,.-------..... ----.----------------------.----. --" ------.----.----------------" .. -----.--------------------. 

6.0 -+ -----------------,,---.-----

4.0 

2.0 

0.0 

Female Male 
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Young people aged 12-24 represent the highest proportions of moviegoers and tickets relative to their 

population. They also attend the movies eight or more times a year, more than double the national 

average. In total, people aged 24 and under bought about 47% of tickets. 

Age Group Proportion of Total Population, Moviegoers and Tickets Sold 

2-11 

12-17 

18-24 

25-39 

40-49 

SO-59 

60+ 

[iJ 2-11 

Population 

Moviegoe1MJ 

Tickets sold % 
(m) 

~ Never 

0% 10% 

il12-17 if 18-24 ~ 25-39 ~ 40-49 fd 50-59 ~ 60+ 

0% 20% 40% 60% 80% 100% 

Moviegoing Frequency by Age 

Ii Infrequent Ii Occasional f.3 Frequent 

20% 30% 40% 50% 60% 70% 80% 90% 

Annual Attendance Averages by Age 
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Hispanics buy a higher percentage of tickets (21%), relative to their population size (16%), while 
Caucasians buy a lower percentage. Hispanics also have the highest per capita (6.0) and per 
moviegoer (8.2) annual attendance averages. 

Ethnicity Proportion of Total Population, Moviegoers and Tickets Sold 

fE Caucasian 

Population 

Moviegoers % 

(m) 

Tickets sold % 

(m} 

0% 

iii Hispanic 

20% 

~ African-American Bj Other 

40% 60% 80% 100% 

Hispanics and Other ethnicities have the highest percentages of all moviegoers (73-74%) of their 

populations), and of frequent moviegoers (13-16%). 

Moviegoing Frequency by Ethnicity 

fa Never iii Infrequent II Occasional iii Frequent 

African American 

Caucasian 

Hispanic 

Other 

0% 20% 40% 60% 80% 100% 

Annual Attendance Averages by Ethnicity 
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The highest incorne group, households of income $75,000 and above, are more likely to be 
moviegoers and particularly frequent moviegoers. However, among moviegoers in all types of 
households, there is not a major difference in average annual attendance per moviegoer. 

Income Proportion of Total Population, Moviegoers and Tickets Sold 
if Less than 2SK 

Population 

Moviegoers % 
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Tickets sold % 

(m) 
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Moviegoing Frequency by Income 
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AFCI Mission - Global Perspective. Local 
Impact 

Strategic Area Missions 

• Education - Global Knowledge. local Power 
• Marketing - Global Visibility. Personal Service 
• Administration/Finance - Global Value. local Strength 

Strategic Area Goals 

• Education 
o Create a highly-informed membership 

Build the AFCI into a body of knowledge for member and 
industry use. 

• Marketing 
o Aggressively communicate the AFCI's identity and its messages. 
o Assist AFCI members with their marketing messages. 
o Identify and provide marketing opportunities for members. 
o Facilitate effective internal communications with members 

• AdminFin 
o Build and maintain member trust in the AFCI 
o Deliver member services that are consistent with member 

needs. 
o Establish the highest professional standards for AFCI-Member 

film commissions. 

AFCI Strategic Plan 
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Strategies for 2004 - 2007 

Education 
Develop consistent, accessible educational products for AFCI 
members 

o Create information development partnerships with 
entertainment industry associations and entities 

o Coordinate and facilitate ongoing communication with and 
among AFCI members to facilitate peer learning 

Marketing 
o Expand relationships with entertainment industry publications 

and trade events for ongoing cooperative marketing 
o Improve and expand AFCI print and electronic marketing 

vehicles for organization and member messages 
o Increase ease and effectiveness of internal communication 

methods 
o Continue to promote the AFCI Locations Trade Show as the 

premier event of its kind 
o Increase AFCI brand awareness 

• AdminFin 
o Refine AFCI operational policies and communicate those policies 

to members and partners 
o Promote and enforce AFCI membership standards 
o Evaluate AFCI's membership structure 
o Stabilize income streams 
o Evaluate structure, role and organization of Executive Office 

AFCI Strategic Plan 3 
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EDUCATION OBJECTIVES FOR 2004 

STRATEGY - DEVELOP CONSISTENT, ACCESSIBLE EDUCATIONAL PRODUCTS FOR AFCI 
MEMBERS 

• 

• 

Objective 1 - Evaluate contract education position to manage and 
expand AFCI education programs. 

Process: 
Determine budget structure for position and products 
Make recommendation to Board 

o Coordinator: 
Education Committee 
Chief Executive Officer 

o Evaluation Measure: 
Attendance at education events 
Sales of education/information products 
Member evaluation of educational products 

Objective 2 - Offer Film Commission Fundamentals in Europe and 
evaluate educational offerings in North America, Asia and other 
locations around the world. 

o Process: 
Evaiuate Cineposium for member effectiveness 
Evaluate advanced educational opportunities for AFCI 
membership at other venues 
Identify host cities/partner events 
Determine budget and schedule 
Create marketing plan 

o Coordinator: 
Education Committee 
Director of Meetings & Events 

o Evaluation Measure: 
Attendance at FCF Events 

• Evaluation Responses 

Objective 3 - Identify and capture select Cineposium and Fifm 
Commission Fundamental progran1ming and make available for 
electronic distribution 

o Process: 
Identify potential production vendors 
Identify Cineposium/FCF programming to capture 
Determine and evaluate budget scenarios 
Design Web or CD-ROM interface 
Develop marketing and distribution plan 

o Coordinator: 
Education Committee 
Executive Office 

o Evaluation Measure: 
Number of products sold or frequency of programming accessed 
Product evaluation responses 

AFCI Strategic Plan 4 
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STRATEGY - CREATE INFORMATION PARTNERSHIPS WITH ENTERTAINMENT INDUSTRY 

ASSOCIATIONS AND ENTITIES 

• 

• 

Objective 1 - Establish relationship with research company for 
development of research products for AFCI membership 

o Process: 
Identify potential research company vendors with 
entertainment industry experience 
Identify specific member research needs 
Develop research proposal and evaluate responses 
Develop budget scenario 

o Coordinator: 
Education Comnlittee 
Executive Office 

Evaluation Measure: 
Member response to survey requests 
Research prod ucts sold. 

Objective 2 - Arrange redistribution of news and information from 
select trade publications. 

o Process: 
Identify entertainment industry publications containing 
pertinent news for members. 
Craft relationships with publications for redistribution of 
information 
Design Internet-based vehicle (Document Library) for delivery 

o Coordinator: 
Education Com mittee 
Executive Office 

o Evaluation Measure: 
Number of relationships with infornlation organizations 
Evaluation responses 

STRATEGY - COORDINATE ONGOING COMMUNICATION WITH AFCI MEMBERS TO FACILITATE 

PEER LEARNING AND KNOWLEDGE 

• 

• 

Objective 1 - Connect Member Profile Survey with member dues 
process to increase participation. - COMPLETE 

o Process: 
Reevaluate Member Profile Survey form and questions 
Redesign Member Profile Survey and distribute with 2004 Dues 
Invoices 
Compile results and distribute to AFCI membership 

o Coordinator: 
Education Committee 
Executive Office 

o Evaluation Measure: 
Percentage of AFCI members partiCipating in survey. 

Objective 2 - Establish members-only online flash survey program 
(DEFERRED UNTIL RESPONSE FROM WEB DEVELOPMENT COMPANIESi 
ALSO LINKED TO WORK ON FOLLOWING OBJECTIVE 3) 

AFCI StrategiC Plan 5 
D-:'C"C"ClM l"'M" "'..--, 1 f'l Jf'lf'l.1 



• 

o Process: 
Identify and evaluate Web-based survey components or build 
into overall Web development process 
Test survey components 
Initiate online survey process 

Coordinator: 
Education Committee 
Executive Office 

o Evaluation Measure: 
Usage statistics for survey component 

Objective 3 - Create an information portal for AFCI members through 
the redesigned AFCI website. 

o Process: 
Identify and design information management areas 
Identify and evaluate Web development companies 
Draft budget scenarios 
Assist Web development company with template design, and 
content organization 
Develop website marketing plan 
Ongoing management of website content 

o Coordinator: 
Education Committee 
Marketing Committee 
Executive Office 

Evaluation Measure: 
Website usage statistics 

AFCI Strategic Plan 6 
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Marketing Objectives for 2004 

STRATEGY - EXPAND RELATIONSHIPS WITH ENTERTAINMENT INDUSTRY PUBLICATIONS AND 

TRADE EVENTS FOR ONGOING COOPERATIVE MARKETING 

• 

• 

Objective 1 - Offer cooperative marketing opportunities for the AFCI 
and its members at trade events. 

o Process: 
Evaluate potential marketing events lists 
Contact event coordinators of Sundance 2005 1 AFM/ AFI, 
Cannes, London Production Show, HIFF (Hawaii International 
Film FestivalL ShowBiz Expo/Entertainment Technology World, 
and a New York opportunity (TBD) to discuss options 
Receive and review proposals for cooperative marketing 
Create a slate of events 
Organize AFCI and AFCI -member involvement at events 

o Coordinator: 
Marketing Committee 
Director of Meetings & Events 

o Evaluation Measures: 
Participation in events by membership 

Objective 2 - Generate marketing proposals from Trade Publications 
Process: 

Evaluate potential publications and nlatch to marketing purpose 
Contact publishers to discuss options 
Receive and review proposals for cooperative and trade-out 
marketing 
Apply trade out credits to targeted and general marketing 
needs 

o Coordinator: 
Marketing Committee 

• Chief Executive Officer 
o Evaluation Measures: 

Advertising value of marketing agreements 

STRATEGY - IMPROVE AND EXPAND AFCI PRINT AND ELECTRONIC MARKETING VEHICLES 

FOR ORGANIZATION AND MEMBER MESSAGES AND INFORMATION DELIVERY 

• Objective 1 - Increase reach and effectiveness of Locations Magazine, 
Membership Directory and explore other external communications. 

o Process: 
Evaluate partnerships with publishing companies that can 
perform contract or license agreement publishing 
Evaluate content of Locations Magazine and Membership 
Directory to assure compatibility and efficiency 
Evaluate advertising sales or sponsorship possibifities 
Establish Editorial Group to oversee publishing processes 

o Coordinator: 
Marketing Committee 

AFCI Str~tcgic Plan 7 
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• 

Executive Office 
o Evaluation Measures: 

Requests for subscriptions/mailings 
Advertising Sales 

Objective 2 - Improve AFCI Website 
Process: 

Create components and feature list to help determine specific 
needs. 

(Including integration of Locations Magazine and 
Location Inquiry Service) 

Evaluate web development companies 
Blueprint information management and web development 
processes 
Oversee database and web development process 
Market availabiJity of AFCI website 

o Coordinator: 
Contract Web developer 
Executive Office 
All Committees 

o Evaluation Measures: 
Website usage 

STRATEGY - INCREASE EASE AND EFFECTIVENESS OF INTERNAL COMMUNICATIONS METHODS 

• 

• 

Objective 1 - Create improved News & Notes member newsletter 
template 

o Process 
Coordinate development process with contracted web developer 
Evaluate template design and conduct user tests 
Create News & Notes editorial criteria 
Establish News & Notes content development process 
Implement in conjunction with new AFCI website 

o Coordinator: 
Contract Web developer 
Executive Office 

• Editorial Group (TBO) 
o Evaluation Measures: 

• Member Surveys/Responses 

Objective 2 - Establish user-friendly AFCI member forum for online 
discussion 

o Process: 
In conjunction with the overall web development project, 
identify third-party forum components 
Conduct user tests and evaluate prices 
Implement in new AFCI website 
Market availability to AFCI members 

o Coordinator: 
Contract Web developer 
Executive Office 
All Committees 

AFCI Strategic Plan 8 
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o Evaluation Measures 
Forum Usage 

STRATEGY - CONTINUE TO PROMOTE THE AFCI LOCATIONS TRADE SHOW AS THE PREMIER 

EVENT OF ITS KIND 

Objective 1 - Increase participation and attendance in Locations 
Trade Show 

o Process: 
Identify film industry guilds/associations for co-marketing 
Use electronic media for highly-targeted marketing 
Create accessible registration process in AFCI website 
In conjunction with Education Committee, develop seminars to 
be held during Locations Trade Show 
Create and implement a PR plan for Locations Trade Show by 
March 1, 2004. 
Increase AFCI visibility at Locations Trade Show 

o Coordinator: 
Marketing Committee 
Executive Office 
Locations Trade Show Producer 

o Evaluation Measures: 
Attendance at Locations Trade Show 2004 
Exit/Exhibitor Surveys 

STRATEGY - INCREASE AFCI BRAND AWARENESS 

• Objective 1 - Develop a communications plan 
o Process: 

Perform a communications audit 
Identify key audiences, including global and emerging 
markets 
Identify key marketing messages 
Identify delivery methods 

Evaluate need for public relations services 
Implement plan 

o Coordinator: 
Marketing Committee 
Executive Office 

o Evaluation Measures: 
• Film Industry surveys 

AFCI Strategic Plan 
D:::u,-cor1 1.,."" :::1F\I 111 "')(lIlA 

9 



Econornics Re sea i-e h Associat es 

Project Report 

Nebraska Film Industry Development 
Study 

Prepared for 

State of Nebraska 
Department of Economic Development 
Nebraska Film Office 

Prepared by 
Economics Research Associates 

September 2002 

ERA Project No. 14534 

j 0 9 ~·l 0 vV I I :; h , ( t .! 13 0 u I c v <1 r d S ui t c 1 !) 00 

3 1 0 ,, // :) ~) [; ~) ! . 1\): 3 I 0 1\ i' e 1 ':.l ~) 0 \'V '.V VI e con , e.'; C 0 !ll 

lo s Angeles $ a n francisco San Diego 

Chicilq o W", s hington DC London 



TABLE OF CONTENTS 

Section Pa~e 

II 

III 

IV 

v 

VI 

IN1'RODUCTION ....................................................................... I- 1 

EXECUTIVE SUMMAR'y ........................................................ .. 
Introduction .......... , ............................................................. . 
Nebraska's Film Industry .................................................. .. 
Reconlmendations for Nebraska~s Fihn Industry ............. .. 
Conclusion ......................................................................... . 

A REVIEW OF FILM INDUSTRY ECONOMICS ................... . 
Introduction ........................................................................ . 
Key Characteristics and Trends in Film Production ......... .. 
Geographic and Locational Factors in Film Production .... . 
Factors Driving the Globalization of Filol Production ...... . 
Sumn1ary and In1plications for the Film Industry in Nebraska 

THE FILM INDUSTRY fN NEBRASKA ................................. . 
Introduction ........................................................................ . 
Industry EmploYIl1ent in Nebraska .................................... . 
Film Production Activity in Nebraska ............................... . 

OVERVIEW OF GLOBAL FILM INDUSTRlAL POLICIES 
ANALySIS ................................................................................. . 

II- 1 
II- 1 
II- 1 
II- 2 
II- 5 

III- 1 
III- 1 
III- 1 
III -14 
III-15 
III -17 

IV- 1 
IV- 1 
IV- 4 
IV- 9 

V- 1 
Introduction ......................................................................... V-I 
Rationale Behind Industrial Support of Film Production ... V-I 
Types of Global Government Programs ............................. V- 2 
National Film Policies by Country .... .......................... ....... V - 3 
Implications for Nebraska Film Industry .... ................... ..... V -18 

FILM PRODUCTION PROGRM1S AND INCENTIVES 
IN THE UNITED STATES ....................................................... .. VI- 1 

Introduction......................................................................... VI- 1 
Federal IncentiveslPrograms for Film Production ............. _ VI- 1 
Current State Production Incentives ................................... VI- 2 
Summary and Implications for Nebraska. ...................... ..... VI-II 

Economics Research Associates 
Table of Contents Project No. 14534 Page ji 



Section 

T ABLE OF CONTENTS 
( continued) 

VII ECONOMIC DEVELOPivlENT STRTEGY AND 
IMPLEMENTATION RECOMMENDATIONS FOR 
NEBRASKA ............................................................................... . 

Introduction ........................................................................ . 
Filnl Industry Development .............................................. .. 
Policy Reconlmendations for Nebraska's Film Industry ... . 
Conclusioll ......................................................................... . 

Appendix Tables 

Economics Research Associates 
Table of Contents Project No. 14534 

VII- 1 
VII- 1 
VII- 1 
VII-] 2 
VII-20 

A- 1 

Page iii 



LIST OF TABLES 

Number 

II - 1 Feature Films Released in the U.S., New Films .......................... . 

II- 2 Map of Crew Locations Within Nebraska ................. '" ............... . 

II- 3 Map of Production Company Locations \Vithin Nebraska .......... . 

II- 4 Analysis of Nebraska as a Potential Center of Film Production ... 

III- 1 U.S. Entertairu11ent Industry, Historical Developments ............. .. 

III- 2 U.S. Theatrical Data Average Production Cost per Feature, 

Major Studio Releases ................................................................. . 

III- 3 U.S. Theatrical Data Average Marketing Cost of New Feature 
Films ........................................................................................... . 

III- 4 Feature Films Released in the U.S., Nevv' Films .......................... . 

III- 5 Television Trend Summary ......................................................... . 

III- 6 Steps in Digital V s. Film Production .......................................... .. 

v- 1 Federal Business and Tax Incentives for Film Production ......... .. 

v- 2 Film Production Subsidy and Incentive Programs, 
Historic and Current ................................................................... .. 

v- 3 Canadian Federal Incentives for Indigenous Film Production ..... 

V- 4 Production Infrastructure Canadian Provinces ........................... .. 

V- S Canadian Tax Incentives and Rates, Secondary 
Production Centers ....................................................................... . 

V- 6 Production Infrastructure, Canadian Provinces .......................... .. 

VII- 1 Typologies in Building a Regional Film Production Industry ..... 

Economics Research Associates 
Table of Contents Project No. 14534 

Page 

II- 7 

II-13 

JI-14 

II-25 

III- 3 

III- 5 

nI- 6 

IIl- 8 

III -11 

III -13 

V- 4 

v- 6 

V-II 

V-I3 

V-14 

V-IS 

VII- 7 

Pageiv 



Section 

VII- 2 

VII- 3 

TABLE OF CON1'ENTS 
(Continued) 

Analysis of Nebraska as a Potential Center Film Production ... 

U.S. State Fihn Production Tax Incentives and Progran1s, 2002 . 

Economics Research Associates 
Table of Contents Project No. 14534 

VII -11 

VII-18 

Page v 



At present, the film industry and related activities are a source of high wage, high skill jobs 
for Nebraskans. The inability to meet the competitive challenges in the nlarketp]ace 
through appropriate public policy interventions is likely to result in a loss of these good 
quality jobs and further contribute to the state's ongoing "brain drain.~l As surrounding 
states foc~s their efforts on integrating the n10tion picture industry with infonnation~ 
technology, media and culture industries, as a key facet in their economic development 
planning, Nebraska risks losing this small but vibrant sector to both regional competitors 
and locations outside of the U.S. 

Recommendations 
ERA has developed a series of recommendations for actions by stakeholders in the film 
industry including the State of Nebraska, Department of Economic Development, the 
Nebraska Film Office, and other appropriate state agencies, educational and cultural 
institutions, and private employers. These recommendations center on the following broad 
areas: 

t. Development of markets 
2. Development of the labor force 
3. Development of public/private partnerships 
4. Becoming competitive with neighboring states 

The following assumes that the state's Film Office will continue to exist with at least its 
cutTen! level of activity. An essential base program, which is currently being provided, 
includes maintaining a good relationship with the film industry; providing location and 
services information to producers interested in considering projects in the state; and 
providing direct assistance to accommodate projects when they occur. TIle 
recommendations are actions that we believe will improve the state's effectiveness in this 
arena. 

While specific actions are outlined in both the Executive Summary and the main body of 
the report, the most critical challenges listed below in a rough order of priority that both 
reflects their need and their likely effectiveness. 

1. Continue ntarketing Nebraska to non-Nebraska producers as a location for 
jilin products. Presently, the Film Office has established a nationallJranding identity 
in the major production centers of Los Angeles and New York. This effort should be 
continued, refined, and recapitalized on an ongoing basis. At the same time, ERA 
finds opportunities to focus more closely on regional production centers, particularly 
for generation of commercial and other smaller-budget projects that originate out of 
Denver and Minneapolis. Also the Film Office and other influential organs of state 
government should focus on keeping local production spending at home. This can be 
accomplished by working \\lith Nebraska corporations on using Nebraska 

producers for cOlnmerciais, PSAs, training videos, etc. Continual effort should 
be place on marketing at trade sho\vs and film festivals, which attract key 
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decisionnlakers vvithin the industry. The Filol Office should continue its focus 
on marketing a variety of locations in Nebraska urban settings, rural and farm 
settings and the western frontier then1e. 

2. Ellter illto public/private partnerships for productiolls and infrastructure. A 
number of innovative approaches that invotve state arts and educational institutions 
may be employed to help originate productions and investment in tnotion pictures in 
the state. The state should be receptive to supporting these initiatlves where possible, 
and seek to find innovative ways to leverage existing programs into economic 
development initiatives centered around the motion picture production industry. 

3. Ellcourage the developJllel1t offlll1t-related edllcatioll and trailting progra/11s. 
Already some of the state's leading higher educational institutions such as UNL and 
UNO have targeted media as part of their educational curriculum. These initiatives can 
be strengthened, encouraged, and further developed to include a range of key skills 10 

be developed within the local labor force. 

4. View Illotion picture production as part of the state's industrial attractiolt 
prografll11zillg. In October of 2000, the Nebraska Department of Economic 
Development con1n1issioned a study from the Finance Group of De10itte & Touche 
Fantus that identified a nun1ber of sectors that should be targeted in efforts to dIversify 
and grow the state's economy. Motion picture production and the related activities 
should be added to the list. The motion picture industry in particular, and the culture 
industries generally, offer a similar profile in terms of employment potential and needs 
as key sectors identified in that research effort, such as biotech and software 
development. The motion picture production industry and related services need to be 
on the state's radar screen in a similar manner. In addition, industrial development 
efforts can also include encouraging the start -up and growth of indigenous 
producers as part of their work progratn. 

5. Explore the initiation of illcentives tllat JVould ",ake Nebraska COlltpetitive 
with surrounding states. At present, Nebraska is at a severe competitive 
disadvantage, vis-a-vis the production incentives offered by neighboring states. U.S. 
locations for motion picture production are struggling to compete with large-scale 
incentive progran1s offered by international competitors. As a result, a number of 
states have taken on the development of incentive programs to support the industry 
with varying degrees of aggressiveness. At present, a number of the states that 
surround Nebraska have at least modest inducements in place to support production. 

6. Partlter with arts, educational, alld cultural orgallizations ill jiltn and flll1t
related developnlent. At present, Nebraska has a significant infrastructure of cultural 
and educational institutions involved in the arts. The focus of these groups has 
typically been on the enrichment of the quality ofHfe for Nebraska's citizens by 
presenting and preserving the state's cultural heritage and patrimony. However, the 
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film industry offers a fulcrum to transform these efforts into a focused economic 
development program that will yield tangible results in tenns of employment and new 
economic activity within the state. 

and other recommendations are detailed both in this Executive Sumn1ary and in the 
body of the report as a whole. 

What is clear from this analysis is that inaction is not an option if the State of Nebraska 
wants to n1aintain its position in the motion picture production industry and retain the jobs, 
investment, and skilled labor force that are currently in place. The growth and preservation 
of the motion picture production industry in the state will require long-tenn and committed 
engagernent by a variety of stakeholders in order to secure the state's competitive position. 

Review of Film Industry Trends 

The process of film production is an industrial enterprise that comprises three separate but 
interdependent activities: (1) production, (2) distribution, and (3) exhibition. This report 
focuses primarily on the production sector. 

Like any other industry at the beginning of the 21 st century, the motion picture production 
industry has moved towards globalized production as a strategy to maximize combinations 
of labor rates and capital costs. As a result, Nebraska, along with many other secondary 
production centers, finds itself trying to attract production activity within an increasingly 
competitive environment. 

Feature Films 

Today, there are three levels of production and distribution in the feature film industry: (1) 
the studios that control all aspects of feature film production and produce primarily high
budget products, (2) the mini-majors that are owned by the studios and produce smaller
budgeted features backed by studio marketing dollars; and (3) the independents that either 
produce, distribute, or perfoml both functions for even lower-budget, story-driven, and 
foreign films. 

HoUywood Studios 

Commonly referred to as the "majors," Hollywood studios have become, via a series of 
mergers and acquisitions, huge media conglomerates that operate both production and 
distribution chains in film, television, video, music, and publishing. According to recently 
released statistics from the Motion Picture Association of America (MP AA), between 1980 
and 200 1, the production cost of the average studio feature film rose from $9.4 n1illion to 
$47.7 million. It should be noted that: (a) this figure excludes marketing costs (e.g., print 
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