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introduction — Execifive summary

Last June 2005, the Commission madeé public i imt@ Ald Action Plan. The Sorion Plan hwludes

set of guiding o incipies for & comprehensive reform of State pids, wluding as far as the film sector
_; : s concemied, the revision of the 001 Guidelines” anti the possible intraduction B & block
exernptian, : ’

The Commission has now launched a m‘}gwaﬁm‘z &;sm\t:efzzg ot the Action Flan, F*esr_x Eurapear Film
‘ Comapanies Alllance {EFCAY weltomes the @pgm“tmz%y 0 sibumit it comunents on the kst of State
aids ty the 1w sector, The present paper does not mmmmt on the agsgma‘*ms‘ ¥ Stabe ald rules to

puiblic service broadrasting, :

The position of EFCA can be sutmarised s fallows:

‘ . s The Ewropesn filo market 8 pecoliar, 1 &5 esseﬁmﬁv ﬁaamaa becsise of *‘*,q‘%gﬁgm_gﬁ and
structural rensons, The gﬁfﬁ“}e@ flmingstrvis g “cattage” industiy, mmsu&[&;aﬁm? iy
of SMEx, compating for projects Het may lead to production and targsting a:i"'g»Sh:ﬁﬁﬁ
ngal lznguape audience. Beocause of thedr structure and of wesk flnancil bt Emms

Europenst film companies are largsly wsble to benefit from the intemal Tamﬁt Bifficuly

- trading conditions are ssacerbated by high entry costs inte the distribution markst which i
dominated by an oligopoly of Hollywesd majors. Buropean film eompanies are defendent on
State alds to exist - many years may pass before they meet a box affice success. |

- EFCA takoe the view that the film sector should be challenged anly and when e BEC anti
trust autherities heve been able o provide evidence of competition distortions. Whiist the
European film nawsty W Birope B margnalised in the m&ﬁ{eﬁ mlace, guch andibrust
seruting seems misplaced. _ |

# The EC must enswre that, in @n@ﬁﬁéi‘g with s pﬁéqﬁ fme adoptexd forlthe GATS
negotiations, or in the framework of tHe lalks o the UNESCO wm&&?ﬁ@m 0 culturatl
5 pudl

diversity, Member States keep the freedom to estaussh é’{}ﬁ“i}ié"f‘eﬁ?ﬁ?w@ citbural pobicles o
: supporta m_im?ﬁahia filrn ;mﬁﬁ:{y

e The distinction “low hudget ang Hifficult Bims” should be sbandoned as it dnthoduces an
iﬁﬂﬂéﬂ%ﬁ&é’? and $L§§‘E€ﬁ“¢e element in the *iﬁﬁiémﬁﬂiaﬁ%}ﬁﬁf State atds for films,

= The aid intensity thr tolds &“@wﬁ take nto socount the diverse situations & experiencad in
Elf mernber States, 3 :

e Territoriatisation ?’g*égi“f&ﬁg‘ig are Important comidering tha w&"’aﬁ_ struciure bF the Sim
friustry {ang in partiodar the need :;ug}m*t the entire value chaln ahd sidilsireguited),
‘ .emwﬁaisga 6y WL;@‘&EE*{L‘{% the Ts%r mrification for Mombeor Sinter ® develep
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comprehensive public pelices for fims. “f’%sm issue shotld be addressed with )
tdiganous

the Corrndssion, z2ad with {an«:v;ﬁﬁaﬁsa? e %he seeds 4o tecere B sustaiombile and
38 -
T u.m Set..{f:?‘ .

THE EURCPEAN FILM SECTOR AND THE INTE

The completion of the internal market fs expeciad to bring 2 harmonious ée—:‘ueﬁpmem of
econmicactivities and an increase In the oopsumers” well-being, This i§ achieved through,
for ﬁkﬁﬁ"&xﬁit; enhancing opportunities for gederaphic spesiglisation, Tosterihg orowth and
sconomies of scale, as well as through ensuring falr competition. ﬁamgxéﬁtzm rules are
implementad fo accompany the completion of the Internal market and @ ensure ity optimat
functioning. State aids may constiure olements distorting commpetition and market
affictency, : " o ‘

Can thess reasoning and tools be fully Eg}g_ﬁméﬁ i the case of the film mirket though?

Firsily, the fim ‘:t:ﬂmf can neb be eﬁm f.:c s n@%m%: dzmﬂmﬁem Fitms provide
uptversst and readity accesstble myedivm for the sxoression and the represent ltm}‘% of the
thfferent cultures and jdertities, The arger*::tﬁ:y of ﬁﬁmﬂ on bffer helps reflect, &Kﬂi‘sf‘é and
thallenge our historles, beliefs, and values, thereby tontributing to mutual understanding.
State intervention & required when the

- the rute. The most suncessfil Eurppean fiims In 2004

production, access to, and promotion ﬁf this’ aﬁwmy

funchioning of the market does not eagsure the

- . E
This situation has been acknoviedgsd E:e}f the EL it other arens of Fuiopean policies.

?‘he 1992 mandats grantad by EU Member States to the EC In the negotiation of

that the Union will ensure that the Community and s Momber States s’%‘é“ﬁ?‘?&_"

mﬁf"’S roads

the -

%S:L‘faé*f“g; té presavve o ﬁ’e@eﬁf@; fheir copacity to e:fefg*;e aned Soplement i’féﬁé?’f' cof b

and gudic-visual policles for the purpose of preserving thelr cuttural diversity.
Furthermare the 2 15 Member States of the European Undon aim to
the UNESCO convention on cultural diversity which would reaffirm the soverelg
States fo malnfofn, edopt ond feplemsnis pofities and mmeasirey that
ﬁﬁp!’fﬁp"sﬁiﬁ’ For the protection omd %mmaézﬁfg ;:yf the dhvgrsity of arffural axpy
ﬁ&as‘r f@m S .

Secondly, the implamentation in the 8im sector of the ‘im{i‘tmﬁai tonts sed ﬁ‘:xf*
the nternal market and for ﬁ;&:‘i’&%isg maxdimun &onomic. benefits {such s
specialisation or the implementation of EC competitlon rulss), may result 4
preductive efﬁ‘:‘ﬁ; for wm;a&r‘ consumers and citizens, because of the SEECHT
and characteristics of the fim m&"&i’ﬁ an ;m‘faﬁ%}’g

Struciure of the Burcsean ?zém ﬁ%ﬁ?&éﬁ

it fs dirficult to conceive a single Europein f";sa;%mv. for films. The European filn;
is C?‘afgutﬁf'héﬁ by fis fragmentation (hte Hnouistic and cultural

ssue as the clrcelation of fitms s miade more dificult by the diverse i&ﬂi‘?ﬁ%g’&&
Eﬁ%}ﬁg‘ét%%ft:: iz also 2 barrier to the circulation of Buropeas fims
A film s ensentially
for English langusgs films make % st internationsl Tevel - they are the exception
fos ofwrisfes) was oispris
Eurapean territaries but achisved 76 § of fix b eftice fn France - {ts countny of ¢
The secend most successhif European film in 2004 {2 German productisn (T3
Surprise- Periode 1) mads 8% 'of it baw e}?ﬁx:& i Gerdany 2nd 118 @ Acsiria

ummameé in German S‘smaﬁmg tarizries.
Eoropean THms hardly circulate ang this s one of the Jﬁrmm@n of the WEDHA py

an £ managed scheme that rewarde distributors willing 1o take mirketing rig
from other European oountries, ‘

aiEns. m«i"‘?iﬁ.&i
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filer markst s ?éamﬂaﬁﬁef‘ by the pi’%ﬁ&ﬁfé of two categories

¥
fntegrated Hollywood majors and & myriad of |specialised
Eyropean Lsmaaﬁ*. : R
Paradoxicatly, Hollywood majors gre ¥ a better position to teke ad ﬂ:ﬁcagﬁ of tHe Buwropean
internal market: their productions are afmed at the internetiona *‘E’%E} kef, [ and these
o g}m ey mre verbically 'sﬂmgﬁ{aieu ta ﬁés&r%&# and g}mﬁm thedr films everywhere in
and b éf&ﬁuv . ‘

"13:

F’T? %

The European markey is éig“f‘ﬁzzt‘aé by these *y&m\,aaiy vﬂt@gmésf global companies. They
aceotnt for the bulk of market shares {aroind 50 %'h Thiz market situgtiop resuls in
srgromic domination and in the mgrgma&w:ze‘-:‘ zf Egsmsear plgyers.

Arpongst the 20 most S&.ﬁﬁﬁ%ﬁi filmns fn Buropedn Eﬁ&; s:sn“* twa were European productions
tes choristes {n°16) and (TiRoumschify iif;‘}‘“?i‘r‘}“?&*f‘zf}ﬁ“‘ n°Z0). The iack of Ewopean

distribution infrastructure penalises Furopesn ;,‘;fﬁ{fijf“it@m which compete againgt films
whose marketing s}aifga:t fe 10 tinis more mportsng E‘;h\aﬁ thetr own méactgw biidget.

The US mrators imoose very high barriers to sntry i the merket and acosss ta soreens s
more and more difficult because of the requirement to Spend an exiracrdinaey price for
markating and promotion, Largely as a result of these campaiagns the. market demands
ﬁaﬁywm Titms. Euwropean flm companies mw;‘s@% compele with the scale of Holiywood
rampaigre and production: E}&;dgs?& it is David against Goliath.

Fhis weakness of European s:fpema i further Rlustrated by fts weak fntern Eﬁ%‘*?ﬁ% presencs.
The market share of European filins i the ' US s tess than 5 %. T E”uL deticit with the US s
reaching abyssal # gurﬂ% {around 9 bilifon € according fo 2007 figures’). - -

&
)
1
£

ire arder o un&‘es*si&m the marginal isstion of the EL?‘G{S@Q&Y@ cnema it i5. hecessgry ¢
reeve precise ides of the ;émq:mw of the Eﬁﬁ“ﬁg}%&% ﬁm Ingdustries,

The struciurs of me gs?@p%ﬂ fiiin Sndustry mekes it unsbis to b% competitive

Furopest companies are essentislly SMEs, focusiie on one or two films a yeas. They are
extramely treative and able fo work on Shoestring budeet. They do not bwh a catalogue of
rights to westher the bad vears. Their mansgers are diiven Dy passion angd count on
g&’“&%@ oy tocal Sf_gip%:rs’*’ to mitigate the consequencss of market faflures, The insdlority of
them are in the “onft business™ not in é‘_?‘%‘ Yartertainment Emsma? ]

To fllustrate the market failure it encugh to address the lack of interest of the financiat
sector in the cinema industry in Eurcpe. Private fiwvestors, banks and financial frstitutions
are reluctant to invest'n %Er‘g‘s projects or to'lend to fim ;:émé%é%f&:

- Fhe activity i gsewa%vec as High sk - sumﬁg is rsets rpredictabis,
- European comparies rarely devélon siates of large ﬁuég%% filvns and thevefore the rik
att::{;h?e:ﬁ to Hin proguction an ‘iﬁ% be sprepd over 3 serles of productions fwhers twe
hits pay for the misses), B -
- The sizs of Eurapean national rariets doss not allow recouping inveptments i
amnbitious fiims, contrary (o the Hortly Americarn matket,
The modest size o m@s* of the Eumpe&ﬁ companies aCLE 8% & deterrent to frmvestors.

Ordly Holtywooed evolves at indusirial %e¢e§ i hﬁ:&@% of ELE“G&%EH plavers have integratad

strategies but they .are all active in thelr tocal markets only - they have no European or
internations at sperations. ‘ : :

The integration of activities means tist & single comparly 15 active along the whole value-
chimin, ﬁ““ﬁ‘ﬁ development to postproduction, distribution and promotion. Under this
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sopenn audiovismsl shaorvatery, Fogug 2004
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bustness model, filmmalking sctivities hecome disthibutionled. There 15 an ongding tink
Berwesn pf{;eﬁa{efg anc dstributors and 2 aspects Hnked to the promotion, mgketing and
distribution of a 7w are taken ia accoimt right from the pre aprodiuction stage. Alen, the
crithat size E’ec\cf\cﬁ by mie@i&ﬁ companies allows them to operate through the
abtguisition of the fman‘ﬂg of “slates of TRS® g5 well as 0 be perceived as mpre reliable

angd solvabls ;:sar’tn rs Tor bonidng and fnancial ?“%:&W sthorns.

Hember Staiet have recogeised this E&genmé weakness of the sudiovisual industry. At the
2000 Lishony sumanis, FU Member States mandated the Firepean Comimission and the
Eurppeas Investiment Bank (I8} to address the Eaa:i: of iwsstment in the tector. This isad 1o
the 220 {nftiative with the EIB making svafisbie a lending capacity of € 500 mitton to the
sector with 2 view "to enhance i3 competitivensss™, & E@sa&g of suppors ‘:m‘é is m@re akin te

industrint policy than culiesl boliey.

Because of these o f‘?‘émit market condithons m{_ﬁ competiive pressures the Eulispean film

sector ks become dependent on State suoport,
This support takes the form of subsidies and regulations ffor instance iovestment oblization
£HY 3madbagt-etgh gr qustas) The latter forms of support are actually validated at C@mmgm:y
tevel by secondary %gka%m' the @é—‘:‘é’%%ﬂ“‘!“ Without Fronters Directive, and this, since

1989,

The analvsis of the European film markels and fndustry leads to the foliowins
conchesions: L S ‘

¥

» Because of cultursl and | E‘ng%n reasons, the Ertrapean film E"Eaéé(ﬂ‘t is and wilt remal o
& large extent nationsl G?‘%i vertically ntesrated struchures benefit from the mtemal

susﬁﬁkﬁ";‘

& The lack of competitivensss of ‘“E‘é E%:“ﬁ;zew I‘E?;?E? secior is explained by the ?E‘Eigmé%“%ta?‘{m
of the market plage and the cellective dominance of the majors.

= ”ﬁz&se market Cofstraints mﬁm the smﬂﬁf"? depsndent on Stats support to survive not
aven compete,

* independently *@f Art 87 of the Treat;gﬁ the Eusopean Union has recognised these market
corstraings oy i EEG SRR

i the ffawew&rf-’; of GATS negotiations as well during the nepotiations within E?wfﬁm
on &n intemational Corwention onn citural divenssity, the EU Ass been Q“"@H‘@*‘iﬁg the
principte of the need for Member Siates to he left ’?ﬁ@ to set up comprehensive pokbic
poticies to defand, devalop and promote -z:u%‘é:ﬁ?a% diversity; ' :

- The Telavision Withewt Froptiers Directive includes provisions {article éJ atd 5) in

surart the broadeasting of European works and works made by sfﬁﬁe%{saéi‘r’ iroducers,

?hﬁk‘&&} ¢ acknowladging the need for gﬁ_ﬁi‘};@iﬁ eyventlon o support diversity of offer in
atdiovisual markey; ' : :

- Policy initiatives joirtly set up by the EIB mgé ah%": Lormwission {a8 referred to above}
were triggered by the admowledgment of fhancial mizrket inefficlencies andl the need
s E:ersm & indie ;:aa&{:v response Io Mmarket's fallres ‘

- The MEDIA pmﬁmﬂmt from the Furopess éé*féﬁgz iz glsp a programme of ndustrial
poticy simed at supporting the competitiveness of the sudiovisual industne,

P Coumcl Declsien HNOVBII/EC of 20 ﬁ}cce-maz 005 on the mplomentston of 2 progarme w g:rrwu:aﬁv the
development, chirhution and proteokion of EJ’@;,{:EF apfoiuigl wm;s SAERA niug - Dovelopment, Detdhtion and
- Provnotion ;“::ﬂ*z - 205
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Fi policies show that Sember States aré allowed o @ able to smp{%meg t comprehensive
cuiturat petides to 'm,sﬁ%}?‘ii the ggia*mhmizy of el Ez:aaaf B‘if,JSEFg and loval cutive. B
competition policy needs to recognise this too! .

A8 & vesult the EC inteemal sgsar%{ﬁg* ;smerg&es and tasls (soch as gengraphic specialisation) as
well as the EC competition roles fsuch 8¢ & strict &ﬁﬁ%&iﬁﬁﬁ”& of State alds rules] must be

carenily implementad fo tale intp chnsideration g gituation. A pursly econemiz lecture &
made @‘sx‘ﬁmxt considering the marghnalisdtien of Ewepean film compamres 0 the
internatonal film market as well as the dependence on State ald far is survival. |

1 THE COMMISSION'S POSITION ON STATE AIDE RULES TO THE FILM SECTCOR

EFCA's concerns relate tor
* The overall EC approach to %:’ésesﬁ the zammﬁisii%t}e of EC vules on State aids and fim

sevto:
7 The @f';arm}m*ngg of the :liﬁﬁf Gmﬁﬁ[’ii‘t&&

The sversll EG asproash fo competition §s=:.ﬁ~fsé i sertor- Srticle 87

=
e

The Commission in fte 2007 Guidelines rig %‘tﬁy polnts & the industrial character; of wudtural
film production: “fhe refiongle behind thése medsyres fé* g, support measusss for the
aaffovistal ﬁf’ﬁuu Fh @*‘ fims ang ”‘éf p rammes] is based on both putfural apxt
el ﬂrff{?{ considerations”. _ }

Brgd vel, under thess ssme Guidelines, when i comes to axplain the way & 'F%ez the
compatibility of nationat support schemss to EC ndes, the Commission says: “this aid is fo
be assessed under the vulture derogation.of @t}é‘éé 57.3.8 £CF rother than the indusirial
derpgation’™. The first of the four critefia taid down under the Guidelines is even cloarer:

“the afd Is divected to o cuitural product. Each Member State must srisure that the content
uf the oided ;;f‘s:vf:ﬁ,sa,z o is ?‘uz‘*‘wgs aocording to verifiabie ﬁaz}a:sms criferia™,

i :rz’_ﬁef words the only possible "Lsﬁ‘&ﬁﬁbsm to gresh lght a natiosal suppert scheme
arrording to the Commission must be cultural. The wording used under article 87.3.d
{“promotion of culture™) s interpreted in the strictest way, and suppert schemes aimed at
promoting cottore could not ?s’%ﬁ'fiiii’f&;? the Sif%ﬁi@ég‘é meaﬁwfe of inchustrial poliny,

EFCA helieves this is mifsloaring.

The stimutation of fiim making implies sumporting the entire chain of producton; from ore
precliction to the exploftation of filme, frem the mast creative o the mest tednical
elements (film facilities, such as faciliies for production,” location, shooting, rusic
recording, and other post-productlen activities, ‘domestic smam st wmai effects). This
leciudes measures that are not r;}‘;rei tagﬁe*eé a? m;&i‘sve slements

i the film sector, defining “cultumt Eﬁz:mﬁf‘“ﬁ"ﬁ“ as bppoted to cemﬂmmm elements”, and
classifying *industrial policy” a¢ ooposed o 8n officient cultural policy aimed o foster &
-sustainabls film sector & misleading @E‘E{} comter proviuctive. As rghthy potnted ot by the

*articte BP.3d provides Yor 3 oultural extmptidn acnoiding to-which © "ol to bromote citers and Berd foge conmerntion
whers ald does affect fradh W corditions and commpebition Iz e anmgi}f o entent Dhat &5 aibary fo the
coawncr Serest” & compatitle with the porpmon market, N

T SO

¥ tivis exgmevtion I Dl dewn Lndier arhicie B7.3.0 and provides “x%az_ “&?t{:” ﬁ&qﬁéﬁe the development of ceriad
*va"'v =

privithes or of corgaln stonamic aoreas, where such ol dogs affse? Qﬁﬁfﬁg m@{:ms and sowmpetition in e Qoo
oy mxressd Pt fo condrary t0 Hee copsmon Interest” | also compatile with the csamon market
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furopesn film agencies (2007 EFAD Common Declaration on State Ald Rudes) ‘éﬁm;& et

fcustriol aspects are s sexfﬁraé@ nksa® .

The dictinction between “s‘:@&j’*mwm“é‘ and

“ruttural” i3 artificial and it endangers the sound devélopment of 3 .s&a‘:ﬁ?gmhzé Emropean

fHlm secbor,

EFCA believes the priority of both EC and national actions i fﬁ*e Hm {er:mf st
fﬁﬁter its competitiveness and s sustainability ézz‘a@& .

i
1

- Cansolidating it economis -viabil ﬁ“y aﬁ-{ﬁ s&vaﬁﬁsrsg hetter, stable ang
invastment In production, ‘
# Retriforcing distribution channels,

- Developing g:es_"zsmafiz‘ﬁﬁ and mﬁrkﬁiﬁg;

EFCA oalls on the Commission fo take into covisidersBion these two obisct

i

These shisctives are both cultural ang mﬁ& rial. ]

oifid Do o

sitainerd

s when

assesiing the sligibility of natfonal support schemes with the Treaty's gxemption, and

ot uging & Hindred “if*stéﬁ“ﬁé‘eta’ﬁ@*‘% of areicle 873 ¢, _ |

ihe “’2@{?“5 Guidelines™

Ey

The compatibility of State aids & fitin and W‘ @mfmmme production with ¢
exemplion piovided for In article 87.3d of the Tresty are amessed by the €

e suttral

GEuTHggion

services on the basis of th»c %&ﬂﬁ?ﬁﬁ wg%asfe:ié ey %h@ 2007 Cinema {,ammgrm shign.,

Thess guidslines emiu de the fol Ez}w;ﬁg fs-;m;r griteria:

- The contert of m., sided &@M@iﬁ?‘f & &Eaﬁ?i according to ves’f'?‘ ﬁ%}

criteria.
. “The producer must be freb- £ sg:seraé at iﬁ%&s& 0% of the héﬁz budget in othy

. nationgt

of Memher

tates without mfeﬁ:ssf gny reduction it the aid provided for uﬁﬁer the scheme,
- Afd intensity must in princple be linited to 503 of the prodaction budpet, Difficuls

argd low E:suuﬁe% films are exclinled from this Hmit. ¥ 5 up to Wembet

establish a defintiion of d¥ficult "and low budget film according b
;«-a.; amciers

- :zasg}g}ée?ne? s for specific Slmmaking actviies g‘tt,t;h as posbprodesctt
aii@w&i .

EFCA takes the Ms‘;%ﬁmfw“g m‘“ the present consultation to recall its reserves on i
@JY{feifﬁéﬁ i particudar an following. m‘@ "s‘é:& .

The issue of ald fntenity,
- The distinetion betwesan “low budget and ﬁ‘fs& ﬁit ﬁms” and ué:hef fitrnx,

- The fssus of territorialisation,

% Ald intensity

The 2001 Buidelines provide that: “&fd Irrﬁ?ﬁéﬁx must Bt pringiple be Hmited to

States to

i rgtionat

B} are ngt

*e existing

205 of the

production budeet with o view to stimndoting moyrnal f_mwawgs fatives Inflerers In a

markel econtmy and avolding o bidding contest bebween Member Stotes. Biffict
budget fikis ere excluded Ffrom this Gmit. The :Commission considers if}ﬁg

éi’ el fowr
rwler fhe

masrdmrz‘ﬁg piinciple, T is up to soch Member Stofe fo estabiish a definition of difficulr

grd fove budget fim accoring fo notiond pgrwﬁefs .

The - cap mayv be compatible W‘TEE‘ the Fremch g};ﬂeﬂx fon the basts of
Guidetines were initially ﬁemf“f&ee%}; Bat it 35 set in ralation to the majorit

¥

woldch the
v of othar

Buropean countriss with smatfer Chrernstographiss, The majority of Member States renuire a

Hir

tigher tevel of suppert and in effect Implemment 5 higher leval of support.




=y reduction in the ald provided for under i?%e% Saﬁ%ﬁ%&

th gﬁer the 50% mtef’ia Furopean 3&3::&:3@3 siich a as Rosefta (winner of Patme d'Or in Cannes
1999} or Danver i tre Do ork fwinner of Falme 40 in 7000} would hot have sean financed

and therefore producead, ~

EFCA qusstions the \é':-_éﬁme @? gei:*-grg Ui & harmabized threshold iﬁ&ﬂﬂsﬁ?% mg the varfaty of
sHtuation i the different countriss. T

% The distinction between “Tow budset and difficult flms” and pther fims

Under the 2001 Guidetines, the Commissioh infroduced the idea that same filins deserve
more aid than others. Thase fims are “emall and u’é tmv fitma™. - ‘

This distinction does not exigt in the Kediz nm’gs ﬁ"f“sé which on ﬁ& contrary i5 ahned o
encourage sucosss ang *‘“&mrﬁemai filme ‘ﬁr%* 5 View o aﬁér%mg P és;ci imbalances

The implementation of @ch criteria would mean that’ prihiic ;m‘im@s whethir focal or
Europesn should diseriminate fn faveur of cortain categories of fiimg, characterised as “ow
budpet and difficuls® Fims, - . :

This could tead o create & distrimination agsinst films that contribute to a sustadnable film
mdustry. C

FFCA belioves the dwwmm betwesn sma&é %asﬁ»grsf gnd diffieult Hlms” and ati*&r films
should be abolished. .

% Tarritorisbisstion

The Commission i rightly concerned at the risk of Tﬁgmeﬁﬁﬁ* o of the mzﬁmaii market as
tervitorialisation measures hinder the plovision of goods and services for audwovisual
preduction. When spch measures are imgﬁﬁtmkﬁ, produrers benafiting frfu*n publtic

‘»Ej‘E“"EJ art are deprived from the possibility of using sérvices st lowar costs in other countries.
They must territorialise most of thelr spendings and, as a gonsequence, produbtion cpcte
ey hecome higher, incentives for co-production  sre awe%;g aned the ciraulation of none
natinnal Buropess fizﬁ’%ﬁ Ewkg 3 turther ci@s:éﬂm

i+ theary, the suppression of territorialisation remirements will résult across the Bl fn a
better aliocation of resources By the market. Jobs vAll be created in a:s:m*nes whers
oroduction costs are ower, Frodurerss sstablishad 'ﬁz countries pﬁ“i}ﬁﬁ*ﬁg for %‘E'Eb e oosts Wil
have the nossibility to prodice sfsag‘s ﬁsmg}&t v films, In the tong term, W we follow the
mm:@aﬁ Wegration theorfes, thit will create a win-win situsbon: m&s*e_ ibbs, more
“creativity”, mors competitive ?*ﬂﬁ&ﬂ‘:mﬁﬁ} and a refnforesd “Furopean sty ™

This iz why the *"frrsm;ssm? Le’,}ﬁ* Guidelines introdiice the principle that the producer must
be free to spend at least 20K of the film budget i other Member States withou f& suffering

EFCA sgrees that the chiective of the EC o this ‘E%gﬁme should he to erable the freedom of
producers o sbend thelr | 3“56:%&51&& Budget ¥ other countries offering lowsr production
COEs. :

But this shoutd go in persllel to the sim to encoursge the consslidation of dustainable
rigernie focal film inchistry:

-
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Therefore EFCA belleves the Tollowing sbjectives should be pursuad: |
N N Y |
. T |

- The indusirial fim steucturss chould net b’is gz‘né%?miﬁeﬁ - ‘

e fitm mzﬁmi*’y Eereds tﬁ orzanise Hself rto Mdustriel cluster aad the toimolation
c}f ;‘ET miaking implies susporting the entire chain of production and P—*xpﬁmmiroﬁ af
. fims from the most arestive 1o the most tecdhnical. This alm B achievied through
?emmmhsatmz Feagiste Eﬁ"%‘ﬂtﬁ ‘
Terrtorialisation n‘se&sweg belp mainiadn a criieal mase of f?*f&ﬁu’i&ﬁd%é and
creative and technics xp%{*?:;e to Yaiiitate the pfﬁéﬁéﬁw’i of cttaral ?s%-fm

- Encourage Mombsr Siafst bo fmfﬂsmé:se mmﬁmn@mﬁ‘ﬁ méﬁsme*« ftg @:Lpﬂur%; &
sustainable {Him aemsr :

Interestingly, in the US, the California Filly Commission has just relessed & report
conducted by the Los Angeles Economic Development Corporation whith assesses
taxes and obs losses camed by runeway producHons, In this mp we, ruiEway
production to Canada and other foreign countrias & well as soma US states offering
stiractive faw Incentive: are <itsd as the main threst 10 tocal industry, B Line with
this report, Californdan legislators are debaving & Bl that o &Eﬁprﬁiﬁi‘é \fﬂi% ritreies
further territorialisation requiraments, namely a 12% Fax cradit o 8 E}E‘{}édci“ﬁm 5
California spend, up to o oap of USD 3 millian, |

Terntoriatisation measurss &cle &5 Twentives for Member. States %aa set up
camprehensive policies towards the film sectory the framework for Government
support o the fbm mgimtw reflects Goth the acmomic and cubtural benefits these
Can bring {5 & couptry, Induding the oeaten of fobe, the at traction] of inward
frivestment, as well as indirect banefits vhet spill over from the film gt%méﬂmm ta
ather industries and setiors, such ..%S‘”méﬁ_ﬂ‘é- . . J

Public sithorities only estahiish mg}mﬁ éshe‘s"ﬁL_, a5 weell a3 o ncentfves or tax
Breaks, In so far as they benefit the focal industry. They do not db 5o t siibsidise

the gther countries® film sectors. Why shodd the Danish tax payers sidcidise &
French fitm? _ _ ‘ |

The suppression or the drastic ?“Eﬁziﬁhﬁﬁ of perritoriatigation requitements may
congequently. resuit’ in & progrossive “destn uction of the film sector m the fow
Eiropean couwryies where a film H”ﬁﬁﬁ&“@' does exist, withour ensuring &h@ takeoff
of & dowmestic film seckof in Bie olher comntries. i

Te g*‘is:ss"ahsmt‘ﬁs* requirementt are important considering the sversll i ,,;Jwe pf the film
industry (the need o suppert the endire vaios a:i*zm— angd skills required), a3 well as the
seCEssary Impotus for Membee States o f*&%%ﬁ:@p smprahensive public F‘:ms:f@i: TThit isste
should be **%rﬁreaﬁ o with flacibility by the L&ﬁ‘ﬁ;‘eﬁ;ﬁ;‘ The resuils of the Study to be
corringiog t@* the Furopesan Commistion on this &sue will be gmg}w‘"am to fully
iwlEratatid w%'* 2 at stale. :
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The European Film tom Bcs?”b?&% ﬁéféa‘ms was m&mﬁﬂ“ﬁ BY ?ﬁf}“ﬁ it is.a truly pan- Eu%‘si‘?@&f‘h asgociation
represeriting European Alm companies invalved in production » mﬁ distribagtion of ﬁramﬁ* %émﬁ The

miatny chaltenges of EFLA arer

" 5

& R

s To keep frs members informed on poliey and market developments;
e Foidentify sress recairing joint actiony:

]

v To obtain tho establishment of EU support pz:sg cles and progranmittes that

o : |
raise the profile of the Europsan fhmsomeanity and expiadn s business opd rations;

pricdrass soructaral

deficiencias, market frapmentation and the Bl industny’s international competitiveness;

+  Topull resourcesto g&m"sue cullagtive aﬁgﬁﬁ*v&ﬁ

EFCA afmaat ue-?apcng the prisciple of. @Ja'ﬁﬂi}?&i diversity aﬁ at wﬁﬁmg **of & wﬂ@t tive markst
place. e ambition is ta-improve the camnercial pfluence of the Furdpean film wecter ol the

inbernationat markst,

Cantact:

Eurapsan Film Companias Alliance (EFCA)

Bue oy Tréne 51, 1050 Brusels, Belghen -

Tel, ; 00 32 7 259 26 00 / Fax. © 00 37 2 289 76 06
YW, ef@:ﬂgiw org - enatl o efva@kernnet. com







