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XECUTIVE SUMMARY — SYNTHESE - ZUSAMMENFASSUNG

important, however, to keep the selection bias in mind, which may be assumed to inflate
the importance of direct public funding.

There appear to be significant structural differences among countries with regard to how
theatrical fiction films are financed and some of these differences are apparently linked to
market size. The two most obvious differences concern direct public funding and pre-sales.
The data clearly suggest that the weight of direct public funding in film financing decreases
with increasing market size. Phrased differently, the smaller the market (and hence the
lower the national market exploitation potential), the more important is direct public
funding. Although representing only 20% of total financing in the four large sample
markets, direct public funding accounted for 43% in medium-sized and 54% in small sample
markets.

In contrast, the importance of pre-sales (other than those to broadcasters) as a financing
source decreases with market size. Pre-sales tend to be most important in large markets,
where they in 2018 accounted for 17% of total financing (26% excl. French films), compared
to ‘only’ 8% in medium-sized and small sample markets.

Differences among budget types

The sample analysis also suggests that there are structural differences in how films of
different budget sizes are financed. Generally speaking, films with a budget of up to EUR 3
million depend to a higher degree on direct public support, while films with higher budgets
finance their production with proportionally higher shares of pre-sales and broadcaster
investments.

The smaller the budget, the more significant is direct public funding, generally accounting
for at least 38% of the total budget for films with a budget of less than EUR 3 million. The
share of public funding drops to 26% for films with a budget between EUR 3 and 10 million,
and to 13% for films with budgets above EUR 10 million. This drop in the financing share
of direct public funding is also noticeable when French films are excluded from the
analysis, with the share of direct public funding increasing for all budget clusters.

The significance of pre-sales clearly correlates with the budget volume, increasing along
with the budget - from a share of 4% for micro-budget films (less than EUR 500 000), up to
20% (and even 38% when excluding French films) for films with a budget exceeding
EUR 10 million. The same appears to hold true for broadcaster investments, which increase
from 3% for micro-budget films to 27% for super-high budget films. However, the sample
data suggest that in the case of broadcaster investments this correlation applies primarily
to French films and not to the majority of other European sample films.

Production incentive-related financing appears to be particularly important for high-budget
and medium-budget films, but less so for films below EUR 1 million.

In the full data sample, producer investments appear proportionally more significant for
the financing of micro- and low-budget films accounting for 33% and 25% of their
respective total financing volume, compared to 14% to 16% for medium-, high- and super
high-budget films.
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Differences between 100% national films and co-productions

The data sample suggests distinct differences between the financing structures of 100%
national films and international co-productions. However, some of these differences appear
specific to French films and are somewhat less pronounced when such films are excluded
from the analysis. Generally speaking, international co-productions depend to a larger
degree on direct public funding, while 100% national films raise a proportionally higher
share of their financing through pre-sales, broadcaster investments and production
incentives.

Direct public funding accounted for 35% of the total financing volume of international co-
productions, compared to 23% for 100% national films. The picture was similar outside
France, with direct public funding accounting for 41% of international co-productions, and
33% of 100% national films.

In contrast, pre-sales appear more important for the financing of 100% national films than
international co-productions as pre-sales (excl. broadcasters) accounted for 16% of the
total financing volume of 100% national films compared to 12% in the case of international
co-productions. Outside of France this was even more pronounced with pre-sales
accounting for 22% of total financing for 100% national films compared to 11% in the case
of co-productions.

To a limited extent, this is also true for production incentives, which accounted for 16% of
the financing volume of 100% national films (12% when excluding French films),
respectively, compared to 13% in the case of international co-productions (11% excluding
French films).

Broadcaster investments were particularly important for 100% national films as they
represented the most important financing source for 100% national films in the full data
sample accounting for 24% of total financing, compared to 15% in the case of co-
productions. This observation, however, does not hold true outside of France where
broadcaster investments accounted for almost equal shares of total financing volume, 10%
in the case of 100% national films and 9% in the case of international co-productions.

In this context it is also notable that films produced in small- and medium-sized European
markets depend to a larger degree on foreign financing sources than films produced in
large or small markets: although accounting for only 10% of total financing in large
markets, foreign sources represented 15% and 20% of total sample financing in small and
medium-sized markets, respectively. This is due to the comparatively high share of
international co-productions in small and medium-sized markets, where they accounted for
33% and 46% of the sample films (compared to 18% in large sample markets) and the fact
that co-productions, by their very nature, raise a larger share of their financing from foreign
sources, i.e. sources located outside the main country of origin.

Distribution of financing sources among budget types

Breaking down the cumulative financing volume of EUR 1.80 billion by film budget cluster
shows that by far the largest share of financing funds went to the production of high-budget
films (46%), followed by super high-budget films (26%) and medium-budget films (24%).
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Excluding France, it was also high-budget films that retained the largest apportionment
(43%), but the share of medium-budget films increased to 35% as the share funds invested
in super-high-budget films dropped to 15%.

The data sample also reveals some interesting insights into differences with regard to the
allocation of individual financing sources. For instance, direct public funding was over-
proportionally allocated to low- and medium-budget films, while pre-sales were over-
proportionally allocated to high- and super-high-budget films. The latter was also true for
broadcaster investments (when including French films). And medium-budget films were
proportionally under-financed by producer investments.
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Toutefois, Uexclusion des films francais de l'analyse de U'échantillon produit des résultats
trés différents et illustre le « biais frangais » dans l'analyse de 'échantillon complet en
raison de limportance exceptionnelle du financement des radiodiffuseurs en France.
Abstraction faite des films francais, les aides publiques directes apparaissent clairement
comme la source de financement de loin la plus importante des films de fiction européens,
représentant 36 % du volume de financement cumulé, suivies a distance par les préventes
(18 %) et les investissements des producteurs (16 %) tandis que les incitations a la
production® et les investissements des radiodiffuseurs contribuent respectivement a
hauteur de 11 % et 10 % a la production de films de fiction. Il est toutefois important de
garder a l'esprit le biais de sélection qui pourrait exagérer U'importance des aides publiques
directes.

Il semble y avoir d'importantes différences structurelles entre les pays en ce qui concerne
le mode de financement des films de fiction destinés aux salles et certaines de ces
différences sont apparemment liées a la taille du marché. Les deux différences les plus
évidentes concernent les aides publiques directes et les préventes. Les données suggérent
clairement que le poids des aides publiques directes dans le financement des films diminue
avec laugmentation de la taille du marché ou, en d’autres termes : plus le marché est petit
(et donc le potentiel d’exploitation sur le marché national réduit), plus les aides publiques
directes sont importantes. Bien qu’ils ne représentent que 20 % du financement total sur
les cing grands marchés de l'échantillon, les financements publics directs représentent
43 % sur les marchés de taille moyenne et 54 % sur les petits marchés de U'échantillon.

En revanche, limportance des préventes (autres que celles destinées aux radiodiffuseurs)
comme source de financement diminue avec la taille du marché. Les préventes ont
tendance a étre plus importantes dans les grands marchés ou elles représentaient
respectivement 17 % du financement total (26% hors films frangais) en 2018, contre
« seulement » 8 % dans les marchés de taille moyenne et dans les petits marchés de

['échantillon.

Différences entre les types de budget

L'analyse de l'échantillon fait également ressortir des différences structurelles dans le
mode de financement des films de tailles budgétaires différentes. D’'une maniére générale,
les films disposant d’'un budget inférieur a 3 millions d’EUR dépendent dans une plus large
mesure d'un soutien public direct, tandis que les films disposant de budgets plus importants
financent leur production avec des parts proportionnellement plus élevées de préventes et
d’investissements des radiodiffuseurs.

Plus le budget est réduit, plus les aides publiques directes sont importantes ; elles
représentent généralement au moins 38 % du budget total pour les films dont le budget
est inférieur a 3 millions d’EUR. La part des aides publiques tombe a 26 % pour les films
dont le budget est compris entre 3 et 10 millions d’EUR et a 13 % pour les films dont le
budget est supérieur a 10 millions d’EUR. Si U'on exclut les films francais de U'analyse, la
part des aides publiques directes augmente pour tous les groupes de budgets mais suit le
méme schéma, a savoir que son importance est inversement proportionnelle a celle du
budget.
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En revanche, il existe un lien direct entre les préventes et le budget, car leur part augmente
proportionnellement a ce dernier: de 4 % pour les films a petit budget (moins de
500 000 EUR) a 20 % (et méme 38 % si U'on exclut les films frangais) pour les films dont le
budget dépasse 10 millions d’EUR. Il semble en aller de méme pour les investissements
des radiodiffuseurs qui passent de 3 % pour les films a petit budget a 27 % pour les films
a trés gros budget. Toutefois, les données de 'échantillon suggérent que, dans le cas des
investissements des radiodiffuseurs, cette corrélation s’applique principalement aux films
francais, alors qu’elle ne peut pas étre observée pour la majorité des autres échantillons de
films européens.

Le financement lié aux incitations a la production semble étre particuliérement important
pour les films a haut et moyen budget, mais moins important pour les films dont le budget
est inférieur a 1 million d’EUR.

Dans léchantillon complet de données, les investissements des producteurs semblent
proportionnellement plus importants pour le financement des films a tres petit et a petit
budget représentant entre 33 % et 25 % de leur volume de financement total respectif,
contre 14 % a 16 % pour les films a budget moyen, a budget élevé et a trés gros budget.

Différences entre les films 100 % nationaux et les coproductions

L'échantillon de données suggere qu’il existe de nettes différences entre les structures de
financement des films 100 % nationaux et celles des coproductions internationales.
Cependant, certaines de ces différences semblent étre spécifiques aux films francais et sont
un peu moins prononcées lorsqu’on les exclut de lanalyse. D’'une maniére générale, les
coproductions internationales dépendent dans une plus large mesure des aides publiques
directes, tandis que les films 100 % nationaux obtiennent une part proportionnellement
plus élevée de leur financement par le biais des préventes, des investissements des
radiodiffuseurs et des incitations a la production.

Les aides publiques directes représentent 35 % du volume total de financement des
coproductions internationales contre 23 % pour les films 100 % nationaux. Le tableau est
similaire si lon exclut la France, les aides publiques représentant 41 % pour les
coproductions internationales et 33 % pour les films 100 % nationaux.

En revanche, les préventes semblent étre plus importantes dans le financement des films
100 % nationaux que dans celui des coproductions internationales. Ainsi, les préventes
(hors radiodiffuseurs) représentent 16 % du volume total du financement des films 100 %
nationaux contre 12% pour les coproductions internationales. Si U'on exclut la France, ce
phénomeéne est encore plus prononcé, les préventes représentant 22 % du financement
total des films 100 % nationaux contre 11 % dans le cas des coproductions.

Dans une certaine mesure, cela vaut également pour les incitations a la production, qui
représentent 16 % du volume de financement des films 100 % nationaux (12 % si l'on
exclut les films francais), contre 13 % dans le cas des coproductions internationales (11 %
si on exclut Lles films francais).

Les investissements des radiodiffuseurs sont particulierement importants pour les films
100 % nationaux car ils représentent la source de financement la plus importante pour les
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films 100 % nationaux dans l'échantillon complet de données, représentant 24 % du
financement total, contre 15 % dans le cas des coproductions. Cette observation ne
s'applique cependant pas si U'on exclut la France, ou les investissements des radiodiffuseurs
représentent 10% du financement total des films 100 % nationaux, et 9 % pour
coproductions internationales.

Dans ce contexte, il est également intéressant d’observer que les films produits sur les
petits et moyens marchés européens dépendent davantage de sources de financement
étrangéres que les films produits sur les grands ou petits marchés : bien qu’elles ne
représentent que 10 % du financement total sur les grands marchés, les sources étrangeres
représentent respectivement 15 % et 20 % du financement total sur les petits et moyens
marchés. Cela s’explique par la part relativement élevée des coproductions internationales
dans les petits et moyens marchés, ou elles représentent 33 % et 46 % des films de
Léchantillon (contre 18 % dans les grands marchés de U'échantillon) et par le fait que les
coproductions — de par leur nature méme - obtiennent une part plus importante de leur
financement de sources étrangeres, c’est-a-dire de sources situées hors du principal pays
d’origine.

Répartition des sources de financement en fonction des types de budget

Si Uon ventile le volume de financement cumulé de 1,80 milliard d’EUR par groupes de
budgets de films, on constate que la part de loin la plus importante des fonds de
financement est allée a la production de films a budget élevé (46 %), suivis par les films a
budget tres élevé (26 %) et les films a budget moyen (24 %). En excluant les films francais,
ce sont encore les films a budget élevé qui ont pris la plus grande part (43 %), mais la part
des films a budget moyen passe a 38 % alors que celle des films a trés haut budget tombe
a 15 %.

L'échantillon de données révele des différences intéressantes en ce qui concerne
laffectation des différentes sources de financement. Par exemple, les aides publiques
directes sont allées de facon disproportionnée aux films a petit budget et a budget moyen,
tandis que les préventes ont été attribuées de facon disproportionnée aux films a budget
elevé et tres éleve. Cest également le cas pour les investissements des radiodiffuseurs (en
incluant les films francais). Et les films a budget moyen ont été proportionnellement sous-
financés par les investissements des producteurs.
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Die Herausnahme franzdsischer Filme aus der Auswahlanalyse bringt jedoch wesentlich
andere Ergebnisse hervor und veranschaulicht die ,franzdsische Verzerrung®, welche durch
die auferordentliche Bedeutung der Finanzierung durch Rundfunkveranstalter in
Frankreich in die Analyse der Gesamtauswahl einflief3t. Lasst man franzosische Filme auf3en
vor, erweist sich direkte offentliche Forderung mit einem Anteil von 36 % am kumulativen
Finanzierungsvolumen als die bei Weitem wichtigste Einzelfinanzierungsquelle fur
europaische Spielfilme, mit einigem Abstand gefolgt von Vorabverkaufen (18 %) und
Investitionen von Produzenten (16 %), wahrend Produktionsanreize® und Investitionen von
Rundfunkveranstaltern 11 % bzw. 10 % zu Spielfilmproduktionen aufserhalb Frankreichs
beitragen. Es ist jedoch wichtig, die Selektionsverzerrung im Gedachtnis zu behalten, die
fur die Uberhohte Bedeutung direkter offentlicher Forderung verantwortlich gemacht
werden konnte.

Es scheint wesentliche strukturelle Unterschiede zwischen den Lindern zu geben, wenn es
um die Frage geht, wie Kinospielfilme finanziert werden, und einige dieser Unterschiede
stehen offensichtlich im Zusammenhang mit der Marktgrofde. Die beiden augenfalligsten
Unterschiede betreffen direkte offentliche Forderung und Vorabverkaufe. Die Daten
besagen eindeutig, dass das Gewicht direkter offentlicher Forderung bei der
Filmfinanzierung mit zunehmender Marktgréfe abnimmt, oder mit anderen Worten, je
kleiner der Markt (und somit je kleiner das Verwertungspotenzial auf dem nationalen Markt)
ist, desto wichtiger wird direkte offentliche Forderung. Obwohl direkte offentliche
Forderung in den funf grofen Auswahlmarkten lediglich fir 20 % der Gesamtfinanzierung
steht, macht sie 43 % in mittelgroRen und 54 % in kleinen Auswahlmarkten aus.

Im Gegensatz dazu nimmt die Bedeutung von Vorabverkaufen (aufer an Rundfunk-
veranstalter) als Finanzierungsquelle mit der Marktgréfse ab. Vorabverkaufe sind eher
in grofien Markten von Bedeutung, wo sie 2018 17 % der Gesamtfinanzierung
(beziehungsweise 26 % ohne franzosische Filme) im Vergleich zu ,nur” 8 % in mittelgrofien
und in kleinen Beispielmarkten ausmachen.

Unterschiede bei den Budgetarten

Die Auswahlanalyse zeigt auch, dass es strukturelle Unterschiede gibt, wie Filme mit
unterschiedlichen Budgetrahmen finanziert werden. Allgemein gesagt sind Filme mit
einem Budget bis EUR 3 Mio. in hoherem Mafie von direkter offentlicher Forderung
abhangig, wahrend Filme mit hoheren Budgets ihre Produktion durch proportional hohere
Anteile an Vorabverkaufen und Investitionen von Rundfunkveranstaltern finanzieren.

Je niedriger das Budget, desto bedeutender ist direkte offentliche Forderung, die im
Allgemeinen mindestens 38 % des Gesamtbudgets fiir Filme mit einem Budget unter 3 Mio.
ausmacht. Der Anteil 6ffentlicher Forderung sinkt auf 26 % bei Filmen mit einem Budget
zwischen EUR 3 Mio. und EUR 10 Mio. und auf 13 % bei Filmen mit Budgets tiber EUR 10
Mio. Dieser Ruckgang des Anteils direkter 6ffentlicher Forderung ist auch zu beobachten,
wenn franzosische Filme von der Analyse ausgenommen werden, wobei der Anteil der
direkten offentlichen Férderung fir alle Haushaltscluster zunimmt.

Die Bedeutung von Vorabverkdufen korreliert eindeutig mit dem Budgetvolumen und steigt
mit dem Budget von einem Anteil von 4 % fur Filme mit Kleinstbudget (unter EUR 500.000)
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auf bis zu 20 % (und sogar 38 % ohne franzosische Filme) bei Filmen mit einem Budget
uber EUR 10 Mio. Gleiches scheint fir Investitionen von Rundfunkveranstaltern zu gelten,
die von 3 % bei Filmen mit Kleinstbudget auf bis zu 27 % fur Filme mit einem extrem hohen
Budget steigen. Die Datenauswahl besagt jedoch, dass diese Korrelation im Fall von
Investitionen von Rundfunkveranstaltern in erster Linie fUr franzdsische Filme gilt,
wahrend sie fur die Mehrheit der anderen europaischen Auswahlfilme nicht auszumachen
ist.

Finanzierung im Zusammenhang mit Produktionsanreizen scheint insbesondere fur Filme
mit hohem und mittlerem Budget wichtig, weniger fur Filme unter EUR 1 Mio. In der
Gesamtdatenauswahl erscheinen die Investitionen von Produzenten fir die Finanzierung
von Filmen mit Kleinst- und niedrigem Budget mit 33 % beziehungsweise 25 % des
jeweiligen Gesamtfinanzierungsvolumens im Verhaltnis bedeutender zu sein, verglichen
mit 14 % bis 16 % fur Filme mit mittlerem, hohem und extrem hohem Budget.

Unterschiede zwischen rein nationalen Filmen und Koproduktionen

Laut Datenauswahl bestehen ausgepragte Unterschiede zwischen den Finanzierungs-
strukturen rein nationaler Filme und internationaler Koproduktionen. Einige dieser
Unterschiede scheinen jedoch fir franzdsische Filme spezifisch zu sein und zeigen sich
weniger ausgepragt, wenn man diese Filme von der Analyse ausnimmt. Allgemein gesagt
sind internationale Koproduktionen in héherem Mafie von direkter 6ffentlicher Férderung
abhdngig, wahrend sich rein nationale Filme durch einen proportional hdheren Anteil an
Vorabverkaufen, Investitionen von Rundfunkveranstaltern und Produktionsanreizen
finanzieren.

Direkte offentliche Forderung macht 35 % des gesamten Finanzierungsvolumens
internationaler Koproduktionen aus, verglichen mit 23 % im Fall rein nationaler Filme. Ein
ahnliches Bild zeigt sich auBerhalb Frankreichs, wo 41 % der internationalen
Koproduktionen mit direkten offentlichen Mitteln geférdert wurden und 33 % rein
nationaler Filme.

Im Gegensatz dazu scheinen Vorabverkaufe wichtiger fiir die Finanzierung rein nationaler
Filme als internationaler Koproduktionen zu sein, da Vorabverkdaufe (ohne
Rundfunkveranstalter) 16 % des gesamten Fordervolumens rein nationaler Filme
ausmachten, gegenuber 12 % bei internationalen Koproduktionen. Aufierhalb Frankreichs
war dies Unterschied allerdings kaum zu beobachten, da der Anteil der Vorabverkaufe an
der Gesamtfinanzierung bei rein nationalen Filmen 10 % und bei internationalen
Koproduktionen 9% betrug.

Bis zu einem gewissen Grad gilt dies auch fir Produktionsanreize, die 16 % des
Finanzierungsvolumens rein nationaler Filme ausmachten (12 % ohne franzdsische Filme),
gegeniber 13 % bei internationalen Koproduktionen (11% ohne franzdsische Filme).

Investitionen von Rundfunkveranstaltern waren besonders wichtig fur rein nationale Filme,
da sie die wichtigste Finanzierungsquelle fir rein nationale Filme in der
Gesamtdatenauswahl darstellten und 24 % der Gesamtfinanzierung ausmachten,
verglichen mit 15 % im Fall von Koproduktionen. Diese Beobachtung gilt jedoch nicht
auRBerhalb Frankreichs, wo Investitionen von Rundfunkveranstaltern 17 % der
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Gesamtfinanzierung fur internationale Koproduktionen ausmachten, aber ,nur" 15 % im Fall
von rein nationalen Filmen.

In diesem Zusammenhang ist es auch bemerkenswert, dass Filme, die in kleinen und
mittleren europdischen Markten produziert werden, starker von auslandischen
Finanzierungsquellen abhangen als Filme, die in grof3en oder kleinen Markten produziert
werden: Obwohl sie in groRen Markten lediglich 10 % der Gesamtfinanzierung stellten,
machten auslandische Quellen 15 % beziehungsweise 20 % der Gesamtfinanzierung der
Auswahl in kleinen und mittleren Markten aus. Dies ist auf den vergleichsweise hohen
Anteil internationaler Koproduktionen in kleinen und mittleren Markten, auf die 33 %
beziehungsweise 46 % der ausgewahlten Filme entfielen (gegeniber 18 % in grofien
Auswahlmarkten), und auf die Tatsache, dass Koproduktionen aufgrund ihrer Natur einen
grofReren Anteil ihrer Finanzierung aus auslandischen Quellen, das heif3t Quellen
auBBerhalb des Hauptherkunftslandes beziehen, zurtickzufihren.

Verteilung der Finanzierungsquellen nach Budgetarten

Eine Aufschlisselung des kumulativen Finanzierungsvolumens von EUR 1,80 Mrd. nach
Filmbudgetclustern zeigt, dass der Lowenanteil an Finanzmitteln in die Produktion von
Filmen mit hohem Budget flief3t (46 %), gefolgt von Filmen mit extrem hohem Budget
(26 %) und Filmen mit mittlerem Budget (24 %). AuRerhalb Frankreichs waren es auch die
Filme mit hohem Budget, die den grofiten Anteil fir sich verbuchten (43 %), der Anteil an
Filmen mit mittlerem Budget stieg jedoch auf 35 %, wahrend der von Filmen mit extrem
hohem Budget auf 15 % sank.

Die Datenauswahl zeigt auch einige interessante Erkenntnisse zu den Unterschieden in der
Aufteilung individueller Finanzierungsquellen auf. So fand sich zum Beispiel direkte
offentliche Forderung Uberproportional bei Filmen mit niedrigem und mittlerem Budget,
wahrend Vorabverkaufe Gberproportional bei Filmen mit hohem und extrem hohem Budget
zu verzeichnen sind. Letzteres gilt auch fir Investitionen von Rundfunkveranstaltern
(einschliefdlich franzdsischer Filme). Zudem wurden Filme mit mittlerem Budget
proportional unterdurchschnittlich durch Investitionen von Produzenten finanziert.
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ACKGROUND & PURPOSE

1 BACKGROUND & PURPOSE

This report reflects the output of an extensive collaboration project between the European
Audiovisual Observatory (Observatory) and the European Film Agency Research Network
(EFARN). The project aims to provide reliable figures on the development of budgets and
financing structures of European theatrical live-action fiction films. The project focuses on
the analysis of aggregate data on the European level rather than on the analysis of
financing structures in individual countries. It offers a big-picture, pan-European
perspective, and complements work completed at national levels.

Back in October 2016, EFARN members agreed to undertake a pilot project to test the
feasibility of monitoring how fiction films were being financed across Europe. The
Observatory took on the project implementation, developing - in cooperation with EFARN
members - a common methodology for allocating film financing monies to individual
financing sources, to ensure comparability of data across countries. Financing plan data
were then collected via an annual questionnaire sent to European film agencies, asking
them to return anonymised financing plans on a film-by-film basis.

In 2020, the Observatory thus collected and analysed, in collaboration with EFARN
members, financing plan data for European theatrical live-action fiction films released in
2018. Thanks to outstanding collaboration with film agencies, financing plan data for 568
films with a cumulative budget of EUR 1.80 billion were gathered and used to analyse
financing structures of European fiction films on a pan-European level. Key results of this
analysis are published in this report. They address various aspects of the two main research
questions: What is the typical budget of a European live-action fiction film? How are
European live-action fiction films financed?

The development of financing structures over time can obviously not be addressed by the
annual snapshot analysis at hand. Monitoring the development of financing structures
would require continuation of the data collection on an annual basis for a number of years
to come. Ultimately this project will not only allow for the identification of structural
changes in how films are being financed over time but will also enhance our ability to
further evaluate the representativeness of the sample data and thereby further improve the
quality of insights gained from the analysis. These insights should prove valuable for all
stakeholders involved in shaping film financing amid the fundamental structural changes
the film industry is undergoing due to digital transformation.
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DATA SAMPLE & METHODOLOGY — THE DATA SAMPLE

Rationale for limitation to films for which national agencies have financing plans readily
available: feasibility; film agencies can obviously only share financing plan data
available to them. In most countries this is only the case with films that receive funding
from national film agencies, as the producers of such films are generally obliged to
share their financing plans as part of the funding process. In selected countries, film
agencies also have access to financing plans of other films due to other reporting
obligations / practices. This is however the exception. It would go beyond the current
capacity of agencies to collect financing plan data for films for which no reporting
obligations exist. The data sample analysed here is thus limited to films for which
national agencies have financing plan data readily available. This of course introduces
a selection bias into the analysis which must be kept in mind when interpreting the
analysis results.

Rationale for limitation to fiction films: reduction of workload; he main reason for
further limiting the scope of the film sample was to reduce the extra workload for film
agencies and allow them to participate in the project. There are significant differences
with regard to budget requirements and financing structures between fiction films and
feature documentaries. The analysis of the financing of fiction films was considered to
be of greater strategic importance than the analysis of the financing of feature
documentaries.

Rationale for limitation to live-action films: representativeness of data; the number of
European live-action films by far exceeds the number of animation films, which tend to
have exceptionally high budgets and therefore financing structures that differ from
those of the vast majority of live-action fiction films. Including a very small number of
big-budget, animation films in the data sample would have reduced the
representativeness of analysis results for both live-action as well as animation films,
since the resulting average values would not have applied to either.

Rationale for focusing on 100% national films and majority co-productions (wherever
possible): representativeness of data; the Observatory estimates that one out of four
European fiction films is produced as an international co-production. When addressing
the question of how European fiction films are being financed it must hence be the goal
to collect financing plan data on both 100% national films as well as international co-
productions. In a few countries, it is not possible for agencies to properly analyse the
financing structure of international co-productions, as the financing plans available to
them generally show “foreign minority co-production investments” only as a lump sum
and do not allow for a more detailed breakdown by (foreign) financing source. Such a
breakdown is, however, necessary for a meaningful analysis of financing structures. The
vast majority of the sample countries, though, managed to allocate foreign financing
sources in a sufficiently meaningful manner, so that international majority co-
productions were included in the data sample, representing a significant share of the
European fiction film production volume. To avoid double counting films, however,
minority co-productions were not considered in the analysis.

Rationale for limitation to films released theatrically in 2018: timeliness of analysis and

reliability of financing plan data; EFARN members agreed to use the ‘release year’ rather

© European Audiovisual Observatory (Council of Europe) 2020

Page 18



] DATA SAMPLE & METHODOLOGY — THE DATA SAMPLE

than the ‘financing year’ as the common reference year for the analysis, for the
following reasons: on the one hand, definitions of financing year’ differ widely between
agencies, and mixing financing plans from different years in one data set would have
impaired our ability to analyse structural changes over time. Basing the analysis on
‘release year’, though, was not only feasible for most agencies but also provided data
that can be easily interpreted, is clearly allocated to a specific year, is reliable and is
comparatively timely. In those cases where data collection was not practicable on a
release year basis, film agencies collected data as close to the release year as possible.
The reason for introducing a two-year time lag (i.e. analysing 2018 film releases in
2020, rather than 2019 film releases) was to give agencies sufficient time to collect
updated financing plans which better reflect the final financing structure of the films.

Which financing plans were used?

In some agencies, financing plan data refers to “agreement financing plans”, in others to
“answer print financing plans” or “final financing plans”. For the purposes of this project,
EFARN members agreed to adopt a pragmatic approach and base the analysis on the latest
financing plan available at the time of the data collection, provided that it was considered
“sufficiently reliable”. Practically, this means that it was up to the individual film agencies
to decide which financing plan to use and to assess the robustness of the financing plan
data. Most agencies expressed confidence that the introduction of a two-year time lag (i.e.
the analysis of financing plans of 2018 releases in 2020) would give them enough time to
collect sufficiently reliable financing plans.

How was data collected and analysed?

The Observatory sent a questionnaire to all European film agencies, asking them to return
anonymous financing plans on a film-by-film basis. The data collection was based on a
common methodology developed in co-operation with the EFARN and can be found in the
appendix of this report. Film agencies were asked to allocate the individual positions of
their “national financing plans” to the corresponding financing sources as defined in the
common methodology (see appendix 7.4 and 7.5) in order to ensure comparability of data
across countries. The Observatory consequently collated the data sets, performed
plausibility checks, and conducted the analysis. Analysis results were reviewed by all
participating agencies before being published in this report, to ensure the meaningfulness
of the analysis insights and avoid misleading ‘technical results’.
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DATA SAMPLE & METHODOLOGY —SIZE AND COMPOSITION OF THE DATA SAMPLE

Table 2. Size and estimated coverage rates of data sample by country (2018)

To estimate the coverage rate, the number of sample films was compared to the estimated number of national live-action fiction
films theatrically released in the various countries.

Data sample for financing plans for European fiction films released 2018

Sample fiction films released 2018 Total fiction films released 2018 est. Sample coverage rate (in %)
100% Majority Total 100% Majority Total 100% Majority Total
. Country national films  Co-prod. sample national films  co-prod. national films  co-prod.
1 AT 9 4 13 16 4 20 56% 100% 65%
2 BE 2 18 20 13 9 22 15% >100% 91%
3 BG 4 3 7 5 1 6 80% >100% >=100%
4 CH 10 9 19 24 15 39 42% 60% 49%
5 cz 10 12 22 23 13 36 43% 92% 61%
6 DE 27 15 42 65 31 96 42% 48% 44%
7 DK 14 10 24 16 10 26 88% 100% 92%
8 EE 6 1 7 6 1 7 100% 100% 100%
9 Fl 19 1 20 18 1 19 >=100% 100% >=100%
10 FR 125 36 161 157 40 197 80% 90% 82%
11 GB 16 0 16 63 32 95 25% 0% 17%
12 HR 2 2 4 1 1 2 >=100% >100% >=100%
13 IE 7 3 10 12 8 20 58% 38% 50%
14 IS 2 4 6 2 5 7 100% 80% 86%
15 IT 99 7 106 128 19 147 77% 37% 72%
16 LT 1 2 3 9 2 11 11% 100% 27%
17 LU 0 2 2 0 3 - 67% 67%
18 Lv 3 3 6 6 3 9 50% 100% 67%
19 NL 13 11 24 23 11 34 57% 100% 71%
20 NO 8 9 17 3 9 12 >=100% 100% >=100%
21 PT 8 12 14 8 22 57% 50% 55%
22 RO 3 6 9 14 21 35 21% 29% 26%
23 SE 18 0 18 22 9 31 82% 0% 58%
TOTAL SAMPLE 406 162 568 640 256 896 63% 63% 63%
Fiction films from countries where no data is available* 181 72 253 n/a n/a n/a
TOTAL - EUROPE (35 countries) 821 328 1149 49% 49% 49%

** Estimated number of releases for Bulgaria, Cyprus, Spain, Georgia, Greece, Hungary, North Macedonia, Malta, Montenegro,
Poland, Slovenia, and Slovakia.

Source: European Audiovisual Observatory / LUMIERE

Please note that the data sample refers primarily to films theatrically released in 2018. To
estimate the coverage rate, the number of sample films was compared to the estimated
number of national live-action fiction films theatrically released in the various countries.

Due to the lack of official figures on this specific sub-set of film releases in several
countries, the number of first releases was partly estimated based on data from the
LUMIERE database. Given the only partial LUMIERE coverage in certain countries, the actual
number of fiction films released may be slightly higher than the estimated values shown
in Table 2.

Breakdown by market cluster

Budgets and financing structures differ among individual countries depending on, among
other factors, their market size. Indicators were therefore analysed by market cluster based
on annual admission levels.

Table 3 shows the definition of small, medium-sized, and large markets applied in this
analysis while Table 4 lists all countries within the three market clusters for which sample
data was available, as well as those countries for which no sample data was available.
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Table 3. Definition of market clusters

Market clusters Admissions in 2018

Small markets < 10 million
Medium-sized markets [10 million to 50 million[
Large markets > 50 million

Table 4. Sample markets by market cluster (2018)

Market clusters Sample countries No sample data available for
Small markets 8 countries: 9 countries:
BG, EE, FI, HR, IS, LT, LU, LV BA, CY, GE, GR, ME, MK, MT, SI, SK
Medium-sized 11 countries: 1 country:
markets AT, BE, CH, CZ, DK, IE, NL, NO, PT,RO, SE HU
Large markets 4 countries: 2 countries:
g DE, FR, GB, IT ES. PL

The 2018 data sample covers 23 of 35 European markets (66%). The country coverage of
the sample is high (92%) for medium-sized markets (11 of 12) and large markets (four of
six), while it is somewhat lower for the small markets (eight of 17).

Film coverage, i.e. the share of sample films out of total national film releases, was
significantly higher in medium-sized markets than in the small and large market clusters.
As show in Table 5, the data sample is estimated to cover 60% of all national live-action
fiction films released in medium-sized markets compared to an estimated coverage rate of
45% for small and large markets respectively.

Film coverage rates within the respective sample markets are of course higher, with sample
films covering an estimated 86% of all film releases in the eight small markets for which
financing data were available, 63% of all film releases in the 11 medium-sized sample
markets and 61% of the film releases in the four large sample markets. The data sample
can thus be assumed to properly reflect the release landscape of fiction films in the various
market clusters.

Table 5. Overview of estimated sample coverage by market cluster (2018)

Market clusters Country coverage Calrelemser within sample countie
Small markets 47% 48% 86%
Mecum-sized 92% 60% 63%
Large markets 67% 45% 61%
Total Europe 66% 49% 63%

Source: European Audiovisual Observatory
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A breakdown of the data sample shows that 57% of the 568 sample films were produced
in a large market, 33% of the sample films originated from a medium-sized market and 10%
came from a small market (see Figure 2).

In terms of financing volume, the weight of large-market films is, unsurprisingly, more
pronounced, with 74% of the EUR 1.80 billion in film investment funds going to large-
market films, 22% to films from medium-sized markets and only 4% to small-market films.

Figure 2. Breakdown of number and financing volume of data sample - by market cluster (2018)

Number of films Financing volume

EUR

1.80 billion

M Small markets [0 - 10 mio[ # Medium markets [10 mio - 50 mio[ u Large markets [>50 mio]

Source: European Audiovisual Observatory

Comparing the composition of the 568 sample films with the composition of the estimated
total 1 149 European live-action fiction films released in 2018 reveals that the make-up of
the data sample more or less reflects the breakdown of overall releases even though films
produced in medium-sized countries are proportionally overrepresented in the data sample
while films originating in large markets are underrepresented (see Table 6): although
accounting for only 27% of total releases, films from medium-sized markets represented
33% of the sample films. Large-market films, on the other hand, accounted for 63% of total
releases but only 57% of sample films. The share of sample films produced in small markets
closely reflects the share of small-market films out of total releases (10%, respectively).

Table 6. Comparison of sample composition with European release volume (2018)

Market clusters Share of Share of European fiction
sample films 2018 films released in 2018 (est.)

Small markets 10% 10%
Medium-sized markets 33% 27%
Large markets 57% 63%
Total Europe 568 films 1 149 films

Source: European Audiovisual Observatory
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Breakdown by budget cluster

As financing structures may differ between films with different budget sizes, indicators
were also analysed by budget cluster, according to the following categorisation:

Table 7. Definition of budget clusters

Film budget types Budget bandwidth in EUR

Micro-budget films <500
Low-budget films [500° to 1 million[
Medium-budget films [1 million to 3 million[
High-budget films [3 million to 10 million[
Super-high-budget films [10 million to 30 million[
Blockbuster-budget films > 30 million

To better interpret the analysis results, it is important to keep in mind the composition of
the data sample in terms of budget clusters. As illustrated in Figure 3, medium-budget
films, i.e. films with budgets between EUR 1 million and EUR 3 million, represent the largest
number of films in the data sample (41%), but they account for only 24% of the cumulative
production spend /financing volume. The largest chunk of the cumulative sample financing
volume of EUR 1.80 billion (46%) was invested in high-budget films costing between EUR
3 million and EUR 10 million while they accounted for only 28% of the sample films. While
super-high-budget films costing more than EUR 10 million represent only 5% of the sample
films, they account for 26% of total production spend. In sum, 26% of the sample films were
low- or micro-budget productions cumulatively accounting for only 5% of total production
spend. Differences between the characteristics of individual budget clusters with regard to
financing structures are shown in chapter 5.

Figure 3. Breakdown of number and financing volume of sample films by budget size (2018)

Number of films Financing volume

i Micro budget [0 -500'] i Low budget [500' - 1 mio[ i Medium budget [1 - 3 mio[
M High budget [3 -10 mio[ M Super high budget [10 - 30 mio[

Source: European Audiovisual Observatory
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Breakdown by financing type

Financing structures, too, differ between 100% national films and international co-
productions. To better interpret the analysis results, it is important to keep in mind the
composition of the data sample in terms of these two film financing types.

As shown in Figure 4, 100% national films account for 71% of the 568 sample fiction films
and 70% of the total sample financing volume of EUR 1.80 billion while international co-
productions account for 29% of the sample films and 30% of the sample financing volume.

The breakdown of 100% national films (71%) and international co-productions (29%)
among sample films corresponds exactly to the breakdown of the estimated 1 149 live-
action fiction films released in 2018 in the 35 European countries approached in this study.

Figure 4. Breakdown of number and financing volume of sample films by financing type (2018)

Number of films Financing volume

EUR

1.80 billion

M 100% national films u International co-productions

Source: European Audiovisual Observatory

2.3. Remarks on the quality of analysis insights

This is only the third year in which the Observatory, in collaboration with EFARN members,
has collected such comprehensive sample data on the financing structures and budgets of
European live-action fiction films on a pan-European level. As far as the Observatory is
aware, no comparable data have been published by any other organisation. There are thus
no established benchmark figures that can be used to conclusively check the reliability of
the analysis results.

The Observatory and EFARN members have, however, undertaken a significant effort to
collect data of good quality and to render them comparable across countries. Plausibility
checks were performed both at the pan-European and at the country levels. The analysis
results of the 2018 data sample are closely in line with the results obtained from the 2016
and 2017 data samples - an encouraging indication of the reliability and robustness of the
insights gained from this analysis. It is, however, important to address a few caveats with
regard to the interpretation of the analysis results.
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Representativeness of the data sample

Probably the most important question with regard to the reliability of analysis insights
concerns the representativeness of the data sample. |s the coverage rate of the data sample
sufficient to ensure representative insights as to how European theatrical fiction films are
financed?

As mentioned above, the 568 sample films represent an estimated 63% of the fiction films
released in the countries that provided financing plans, and 49% of the estimated total
European release volume in 2018. The analysis spans a cumulative financing volume of
EUR 1.80 billion. While it is impossible to make a conclusive assessment about the
representativeness of the data sample, the Observatory and EFARN believe the size and
quality of the data sample allow for valid big-picture insights into how European theatrical
fiction films released in 2018 were financed from a pan-European perspective.

At the same time, Table 2 shows that the coverage rates - and thus the representativeness
- of data samples differ significantly among individual countries. The data sample is clearly
representative in nine out of 23 sample markets, where it covers more than 75% of the
estimated live-action fiction film release volume in 2018. In another nine sample countries,
coverage rates range between 50% and 70%, again suggesting a high likelihood of
representativeness. In Switzerland coverage rate amounts 49% and in Germany to 44% and
in the case of the Lithuania and Romania the sample coverage is around 26%, with sample
films representing only 17% of the estimated UK film releases. Furthermore, in the case of
countries with a very low production output even a 100% coverage of national film releases
may not necessarily be ‘representative’ in terms of how films generally are financed in that
country, as a single film - with a possibly exceptional financing structure — can heavily
influence the overall breakdown of financing volume in such a country in a specific year.
The representativeness of the data sample can therefore not be guaranteed on a country-
by-country level. Hence, no data have been published on a country-by-country basis.

The Observatory and EFARN members also believe the size and quality of the data sample
(coverage rate for all market clusters exceeds 45%) permit the formulation of
representative insights into financing structures on a market cluster basis. As mentioned,
the data sample is estimated to cover 60% of the live-action fiction films released in
medium-sized markets, compared to an estimated coverage rate of 48% for small and 45%
for large markets. In the case of large markets, however, one must bear in mind the French
bias resulting from the over-proportional share of French films (see below).

Selection bias

In interpreting the analysis insights regarding financing structures, it is important to note
that there is a systematic selection bias, as the data sample refers only to a very specific
subset of films, namely fiction films, for which national film agencies have financing plans.

In most cases (exceptions are the Czech Republic, France, Italy, the Netherlands and
Norway, where the respective national film agencies have access to financing plans for
films benefitting from production incentives or due to other regulation) this limits the
sample to films receiving direct public support from national film agencies so the bias may
exaggerate the importance of public funding.
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While the representativeness of the data sample for fiction films receiving public national
support can be assumed with high confidence, it cannot be assessed for films produced
without direct public national support, due to the lack of financing plans for this control
group. The financing structures of films falling into the latter category may ultimately be
substantially different from the results published in this report.

French bias

The overall analysis results on the pan-European level, and particularly within the large
market cluster, are heavily influenced by the weight and characteristics of French films:
French films represent 28% of the sample films and 44% of the cumulative financing
volume in the total data sample. Within the large market cluster, French films account for
50% of the sample films and 59% of the corresponding financing volume. This is important
because the analysis reveals significant structural differences in how films are financed in
France compared to the vast majority of other European countries. This is particularly true
with regard to the comparatively prominent role of broadcaster financing and the
comparatively limited role of direct public funding. In order to address this bias, pan-
European indicators have been analysed in a two-fold manner, once for the full data sample
including French films, and once for the data sample excluding French films.

Comparability of financing plan data

Another important question concerns the comparability of the financing plans provided by
the different countries, i.e. the consistent labelling and accounting for funds based on the
common methodology. While the Observatory can neither verify nor guarantee that
financing plan data have been allocated in a consistent manner across all agencies, the
Observatory and EFARN members regard the data provided by the various agencies - based
on several plausibility checks and discussions with film agencies - to be by and large
comparable and of good quality. While the analysis results of the 2018 data sample are
closely in line with the results obtained from the 2016 and 2017 data samples, it is too
early to compare the analysis results over time due to slight adjustments in the
methodology. A longer time series based on an identical methodology is required for a
reliable analysis to which extent financing structures are changing over time.
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2.4. Analysis approach and structure of the report

The purpose of this report is to make available a wide array of data shedding light on a
variety of aspects so readers may use the data according to their own research needs and
priorities. A relevant research question is posed at the top of each page, followed by a table
and / or figure shedding light on that particular question. Additionally, selected insights
that may be drawn from the corresponding table / figure are listed below the figure. In
doing this, the Observatory fulfils its role as the provider of neutral facts and figures without
assignment of any particular weight to any specific research angle.

Pointers referring to the three main indicators, namely the average budget, the financing
structure and the role of individual financing sources, are presented on the pan-European
level (with and without French films, so as to address the French bias) as well as the market
cluster level but not at the country level, as the representativeness of data for selected
countries cannot be guaranteed. Only average sample budget data are shown on a country
level, to describe the characteristics of the data sample.

This analysis is complemented by two special chapters highlighting the differences
between the different budget clusters as well as differences between 100% national films
and international co-productions. This analysis refers only to the pan-European level, as a
breakdown by market cluster offers limited added value.

Cluster Country
level level

v

Figure 5. Overview of analysis approach
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Please note that all figures in this report refer only to theatrical live-action fiction films.
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ANALYSIS OF AVERAGE PRODUCTION BUDGETS

WHAT IS THE AVERAGE BUDGET OF A EUROPEAN FICTION FILM?
- PAN-EUROPEAN PERSPECTIVE

Table 8. Average budget of European sample live-action fiction films (2018)

_ Nr. of sample films Mean budget Median budget

All sample films 568 MEUR 3.16 MEUR 1.93

All sample films excl. FR 407 MEUR 2.47 MEUR 1.67

Source: European Audiovisual Observatory

SELECTED INSIGHTS

The data sample suggests that the mean budget of a European theatrical live-action
fiction film released in 2018 amounted to EUR 3.16 million.

The mean can of course be significantly impacted by a comparatively low number of
films with very high budgets. The median budget of EUR 1.93 million hence possibly
constitutes a more representative value for the majority of European films.

Excluding French films from the analysis lowers the mean and median budgets of
European theatrical fiction films significantly, to EUR 2.47 million and EUR 1.67 million,
respectively. This illustrates that French films tend to have above-average budgets
compared to most other European countries.

Bearing in mind that the vast majority of films not covered in the data sample originate
from large markets and tend to have higher budgets, it may be assumed that the values
indicated in Table 8 may, to a degree, represent an underestimation of the average
budgets for European fiction films from a pan-European perspective.

However, the huge impact of French films on the average budget of European films
clearly illustrates that typical production costs differ significantly from one country to
the next, and providing one pan-European average value for the production costs of
European films may offer only limited insights with regard to production realities in
individual countries.
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BREAKDOWN OF THE NUMBER OF FILMS BY BUDGET RANGE
- PAN-EUROPEAN PERSPECTIVE

Table 9. Number of sample films by budget range (2018)

231
191
160
93 91
74
54 a1
30
.

Percentage share of total number of films

Number of films

Micro budget Low budget Medium budget High budget Super high budget
[0 -500'] [500' - 1 mio[ [1 -3 mio[ [3 -10 mio[ [10 - 30 mio[
m All sample films Excluding French films

47%

41%

28%

22%
16% 8%
0%  10%
0,

Micro budget Low budget Medium budget High budget Super high budget
[0-500'] [500' - 1 mio[ [1 -3 mio[ [3 -10 miol[ [10 - 30 mio[
m All sample films Excluding French films

Source: European Audiovisual Observatory

SELECTED INSIGHTS

m  Consistent with mean and median budgets, the largest number of films - 231 (41%) out
of 568 sample films - in the data sample fell into the medium-budget category.

m  The second largest number of sample films (160 films; 28%) fell into the high-budget
category ranging from EUR 3 million to EUR 10 million.

= Low-budget films (with budgets ranging from EUR 500 000 to EUR 1 million) and micro-
budget films (with budgets below EUR 500 000) accounted for 93 and 54 films,
representing 16% and 10% of the total sample films, respectively.

m  Only 30 of the 568 sample films had a budget above EUR 10 million, and none one of
them exceeded EUR 30 million.

m The distribution weights shift slightly when comparatively expensive French films are

excluded from the analysis, with almost every second European fiction film falling into
the medium-budget category, and only 22% of films falling into the high-budget range
(compared to 28% when French films are included).
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BUDGET RANGE: DIFFERENCES AMONG SMALL, MEDIUM AND LARGE MARKETS?
- MARKET CLUSTER PERSPECTIVE

Figure 7. Breakdown of number of sample films by budget range and market size (2018)

In % of total number of sample films released within each market cluster.

56% 55%

Micro budget [0-500']
® Low budget [500' - 1 mio[
® Medium budget [1 - 3 mio[
m High budget [3 -10 mio[
m Super high budget [10 - 30 mio[

Small markets Medium markets Large markets
[0 - 10 mio[ [10 mio - 50 mio[ [>50 mio]
55 sample films 188 sample films 325 sample films

Source: European Audiovisual Observatory

SELECTED INSIGHTS

There are significant budget bandwidth differences among the sample films depending
on the market size: the larger the market, the higher the share of films falling into
higher-budget clusters.

High-budget films accounted for the majority of fiction film releases in large markets
(38%) while the majority of film releases in small- and medium-sized markets fell into
the medium-budget category, accounting for 56% and 55% of films in these market
clusters, respectively. Only four sample films produced in a small European market cost
more than EUR 3 million.

Films with a budget above EUR 10 million were almost exclusively produced in large
markets.

Excluding French films from the analysis, the percentage share of high-budget and
super-high-budget films in the large markets cluster decreases slightly, from 38% to
34%, and 9% to 6%, respectively. In contrast, the share of medium-budget films
increases from 30% to 35%.
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COUNTRY BREAKDOWN OF THE NUMBER OF FILMS BY BUDGET RANGE

Table 11.  Number of sample films by budget range and country (2018)

Ranked by number of films within budget clusters

T L
[0-500'] [500' - 1 mio[ [3-10 mio[ [10- 30 mio[ (in MEUR)
Countries with HIGH and SUPER HIGH BUDGET productions representing the majority of films
LU* 0 0 0 2 0 3.92 3.92 2
DE* 0 0 8 28 6 5.78 4.24 42
FR 13 19 40 69 20 4.90 3.49 161
GB* 1 2 5 6 2 4.37 2.82 16
Countries with MEDIUM budget productions representing the largest budget cluster among films
IS 0 0 6 0 0 173 17 6
FI 0 2 17 1 0 1.50 1.39 20
NL 1 2 18 3 0 2.11 1.69 24
AT 1 0 9 3 0 2.48 2.36 13
Lv 1 1 4 0 0 1.20 112 6
BE 0 2 13 5 0 2.52 1.84 20
IE 2 1 6 1 0 1.90 1.17 10
SE 1 1 10 6 0 2.65 2.56 18
RO* 1 3 5 0 0 1.05 1.05 9
CH 3 2 10 4 0 2.07 2.35 19
cz 4 6 11 1 0 1.20 1.05 22
DK 1 6 11 6 0 2.70 212 24
IT 19 20 44 21 2 2.18 1.44 106
NO 1 6 7 3 0 2.30 1.78 17
LT* 0 1 1 1 0 2.11 1.22 3
Countries with LOW and MICRO budget productions representing the majority of films
BG 1 6 0 0 0 0.60 0.56
HR 0 4 0 0 0 0.70 0.66 4
PT 2 7 3 0 0 0.77 0.76 12
EE 2 2 3 0 0 0.82 0.82 7
TOTAL 54 93 231 160 30 3.16 1.93 568
% 10% 16% 41% 28% 5% 100%

* Due to either low coverage rates or a very low number of sample films, the average values should be considered ‘technical’
values which describe the data sample rather than as representative values for the respective countries.

Source: European Audiovisual Observatory

SELECTED INSIGHTS

m  Productions with a budget above EUR 3 million represented the majority of sample
fiction films in only four of the sample countries: France, where cumulatively 89 out of
161 films fell into the high- and super-high-budget categories; Germany, with 34 out
of 42 sample films; and the UK, with eight out of 16 sample films. Both sample films

from Luxemburg also feel into this category.

m  Medium-budget films appear to account for the majority of national film releases in
medium-sized Western European markets, while some smaller and Eastern European
markets tend to produce predominantly low- or micro-budget films.
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ANALYSIS OF FINANCING STRUCTURES

4 ANALYSIS OF FINANCING
STRUCTURES

4.1. Breakdown of cumulative financing volume
by financing sources

Reminder:

When interpreting the analysis results it is important to keep in mind the various caveats
described in Chapter 2. This is particularly true for the selection bias which may result in over-
emphasis of the role of direct public funding.
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ANALYSIS OF FINANCING STRUCTURES — BREAKDOWN OF CUMULATIVE FINANCING VOLUME

DETAILED FINANCING STRUCTURE - PAN-EUROPEAN PERSPECTIVE

Table 13.  Detailed breakdown of cumulative financing volume by source (2018)

Financing sources Amount in EUR % share
2 PUBLIC FUNDING 473 817 400 26%
- ¥ Public funding from country of origin 419 732 405 23%

- National public funding 321818638 18%

- Regional public funding 97 545 651 5%

- Local public funding 368 116 0%

- ¥ Public funding from minority financing countries 37 620 364 2%

- National public funding 31870233 2%

- Regional public funding 5750131 0%

- Local public funding 0%

- ¥ Supra-national public funding 16 464 631 1%

S BROADCASTER INVESTMENTS 379 068 297 21%
- ¥ Broadcaster investments from country of origin 371146 294 21%

- Co-production investments 76133570 4%

- Pre-sales 295012 724 16%

- ¥ Broadcaster investments from minority financing countries 7922 004 0%

- Co-production investments 5397 166 0%

- Pre-sales 2524 838 0%

Y PRODUCER INVESTMENTS (excl. broadcasters) 300 695 680 17%
- ¥ Producer investments from country of origin 239990 228 13%

- > Independent production companies 237460332 13%

->VOD 172 500 0%

- Y Other 2357397 0%

- ¥ Producer investments from minority financing countries 60 705 452 3%

- Y Independent production companies 60 645 299 3%

-YVOoD 0 0%

-5 Other 60153 0%

Y PRE-SALES (excl. broadcasters) 269 859 463 15%
- Y Pre-sales in country of origin 215394 074 12%

- Outright sales 50201 322 3%

- Minimum guarantees 165 192 752 9%

- ¥ Pre-sales in minority financing countries 21096 742 1%

- Outright sales 15 748 909 1%

- Minimum guarantees 5347833 0%

2 PRODUCTION INCENTIVES 270119 456 15%
- ¥ Production incentives from country of origin 235646 927 13%

- ¥ Production incentives from minority financing countries 34472529 2%

> PRIVATE EQUITY CASH INVESTMENTS 38035178 2%
> DEBT FINANCING 16 352 182 1%
> IN-KIND INVESTMENTS 7 641 235 0%
2 OTHER FINANCING SOURCES 40 038 540 2%
Y FINANCING VOLUME 1795 627 431 100%

Source: European Audiovisual Observatory
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DETAILED FINANCING STRUCTURE

- PAN-EUROPEAN PERSPECTIVE EXCLUDING FRENCH FILMS

Table 15. Detailed breakdown of cumulative financing volume by source - excl. French films

ANALYSIS OF FINANCING STRUCTURES — BREAKDOWN OF CUMULATIVE FINANCING VOLUME

(2018)

Financing sources Amount in EUR % share
2 PUBLIC FUNDING 363 160 582 36%
- ¥ Public funding from country of origin 319 498 255 32%

- National public funding 236 583 988 24%

- Regional public funding 82546 151 8%

- Local public funding 368 116 0%

- ¥ Public funding from minority financing countries 28514017 3%

- National public funding 22 763 886 2%

- Regional public funding 5750131 1%

- Local public funding 0%

- ¥ Supra-national public funding 15148 310 2%

> BROADCASTER INVESTMENTS 99 949 443 10%
- ¥ Broadcaster investments from country of origin 92 027 440 9%

- Co-production investments 48 358 570 5%

- Pre-sales 43 668 870 4%

- ¥ Broadcaster investments from minority financing countries 7922 004 1%

- Co-production investments 5397 166 1%

- Pre-sales 2524838 0%

Y PRODUCER INVESTMENTS (excl. broadcasters) 158 182 734 16%
- ¥ Producer investments from country of origin 115726 227 11%

- > Independent production companies 113196 330 11%

->VOD 172 500 0%

- Y Other 2357397 0%

- ¥ Producer investments from minority financing countries 42 456 507 4%

- > Independent production companies 42 396 354 4%

->VOD 0 0%

- Y Other 60 153 0%

¥ PRE-SALES (excl. broadcasters) 177 860 699 18%
- ¥ Pre-sales in country of origin 127 589 482 13%

- Outright sales 50201 322 5%

- Minimum guarantees 77 388 160 8%

- ¥ Pre-sales in minority financing countries 16902 570 2%

- Outright sales 15 748 909 2%

- Minimum guarantees 1153661 0%

> PRODUCTION INCENTIVES 112 698 281 11%
- ¥ Production incentives from country of origin 98 490 523 10%

- ¥ Production incentives from minority financing countries 14 207 758 1%

2 PRIVATE EQUITY CASH INVESTMENTS 38035178 4%
Y DEBT FINANCING 16 352 182 2%
> IN-KIND INVESTMENTS 7 641 235 1%
Y OTHER FINANCING SOURCES 32846434 3%
> FINANCING VOLUME 1006 726 768 100%

Source: European Audiovisual Observatory

© European Audiovisual Observatory (Council of Europe) 2020

Page 41



HOW DO FINANCING STRUCTURES DIFFER AMONG MARKET SIZES?
- MARKET CLUSTER PERSPECTIVE

Table 16. Breakdown of cumulative financing volume by source - and by market size (2018)

ALLEUROPE Small markets Medium markets Large markets Total
[0- 10 mio[ [10 mio - 50 mio[ [>50 mio] sample
Direct public funding 54% 43% 20% 26%
Brodcaster investments 6% 13% 24% 21%
Producer investments (excl. broadcasters) 17% 12% 18% 17%
Production incentives 5% 12% 16% 15%
Pre-sales (excl. broadcasters) 8% 8% 17% 15%
Private equity cash investments 3% 2% 2% 2%
Debt financing 2% 2% 0% 1%
In-kind investments 2% 1% 0% 0%
Other financing sources 4% 6% 1% 2%
Total financing volume 74.5 388.5 1332.6 1795.6
N of sample films 55 188 325 568
Small markets Medium markets Large markets Total
EXCLUDING FRENCH FILMS [0- 10 miof {10 mio - 50 mio[ [>50 mio] ol
Direct public funding 54% 43% 29% 36%
Pre-sales (excl. broadcasters) 8% 8% 26% 18%
Producer investments (excl. broadcasters) 17% 12% 18% 16%
Production incentives 5% 12% 11% 11%
Brodcaster investments 6% 13% 8% 10%
Private equity cash investments 3% 2% 5% 4%
Debt financing 2% 2% 1% 2%
In-kind investments 2% 1% 0% 1%
Other financing sources 4% 6% 2% 3%
Total financing volume 74.5 388.5 543.7 1006.7
Number of sample films 55 188 164 407

Source: European Audiovisual Observatory

SELECTED INSIGHTS

There appear to be significant structural differences among countries with regard to how 2018
fiction films were financed, and some of these differences are apparently linked to market size.
The three most obvious ones concern public funding, pre-sales, and private equity investments.
The data clearly suggest that the weight of direct public funding in film financing decreases
with increasing market size or, phrased differently, the smaller the market, the more important
is direct public funding. While accounting for only 20% of total financing in the four large sample
markets, direct public funding accounted for 43% in medium-sized, and 54% in small, sample
markets.

In contrast, the significance of pre-sales (other than those to broadcasters) as a financing source
increases with market size. Pre-sales tend to be most important in large markets where they
accounted for 17% (all films incl. in analysis) or 26% (excl. French films) of total financing,
respectively. Pre-sales, though, contributed ‘only’ 8% to film financing in medium-sized and
small markets respectively.

While production incentives play an important role in medium-sized and large markets,
accounting for 12% and 16% (11% excluding France), respectively, they do not appear available
to the same extent to films produced in small sample markets where they contribute ‘only’ 8%
to film financing.

Other apparent differences, like the growing weight of broadcaster investments along with
market size in the full data sample, are linked to the ‘French bias’.
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ANALYSIS OF FINANCING STRUCTURES — DISTRIBUTION OF FILM FINANCING BY FILM TYPE

4.2. Distribution of film financing by film type
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HOW IS FILM FINANCING ALLOCATED AMONG FILM TYPES?
- PAN-EUROPEAN PERSPECTIVE

Figure 8. Breakdown of cumulative fiction film financing by film type (2018)

Total financing volume
EUR 1.80 billion

by financing type by budget type
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Source: European Audiovisual Observatory
Figure 9. Allocation of financing funds by film type - top 5 film types (2018)
Budget type Financing type .Amount % sh.are o.f total
in MEUR financing
1 High budget [3-10 mio| 100% national 573.7 32%
2 Super high budget [10 - 30 mio[ 100% national 326.0 14%
3 Medium budget [1- 3 mio[ 100% national 292.6 18%
4 High budget [3-10 mio[ Int. co-production 247.3 16%
5 Super high budget [10 - 30 mio[ Int. co-production 139.7 8%
Other - - 216.3 12%
Total financing volume 1795.6 100%

Source: European Audiovisual Observatory

SELECTED INSIGHTS

m  Accounting for 72% of the sample films, 100% national films captured 70% of the total sample
financing volume, while international co-productions accounted for 28% of the sample films
and 30% of the cumulative financing funds, respectively.

m  Breaking down cumulative financing volume by film budget cluster shows that by far the largest
share of financing went to the production of high-budget films (46%), followed by super-high-
budget films (26%) and medium-budget films (24%).

m  Crossing financing and budget types, the largest chunk of funds (32%) went to financing the
production of high-budget 100% national films.
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ANALYSIS OF FINANCING STRUCTURES — DISTRIBUTION OF FILM FINANCING BY FILM TYPE

HOW IS FILM FINANCING ALLOCATED AMONG FILM TYPES?
- PAN-EUROPEAN PERSPECTIVE EXCLUDING FRENCH FILMS

Figure 10. Breakdown of cumulative fiction film financing by film type (2018)
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Figure 11.  Allocation of financing funds by film type - top 5 film types (2018)

Rank Budget type Financing type 'Amount % sh'are O_f total
in MEUR financing
1 High budget [3-10 mio[ 100% national 240.3 24%
2 Medium budget [1- 3 mio[ 100% national 237.0 24%
3 High budget [3-10 mio[ Int. co-production 197.4 20%
4 Medium budget [1- 3 mio[ Int. co-production 113.6 11%
5 Super high budget [10 - 30 mio[ 100% national 100.0 10%
Other - - 118.4 12%
Total financing volume (excl. FR) 1006.7 100%

Source: European Audiovisual Observatory

SELECTED INSIGHTS

Excluding French films, 100% national films captured 62% of the total sample financing volume
while accounting for 69% of the sample films. International co-productions accounted for 38%
of the cumulative financing funds and 31% of the sample films, respectively.

In terms of distribution of financing funds by budget type, high-budget films again took the
largest share (43%), but the share of medium-budget films increased from 24% to 35%, the share
of super-high-budget films dropped from 26% to 15%, and the share of low-budget films
increased slightly from 4% to 5%.

Crossing financing and budget types shows that, as in the full sample, the largest chunk of funds
(24%) went to financing the production of high-budget 100% national films, however in contrast
to the full sample, medium budget films also attracted 24% of total financing.
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ANALYSIS OF FINANCING STRUCTURES — DIRECT PUBLIC FUNDING

4.3. Direct public funding

4.3.1. Importance of direct public funding as a financing
source

Methodological remarks:

Please note that direct public funding refers to funds granted (committed) by a public film fund
to finance/support the development and production of a theatrical feature film. It does not
include other forms of public money, such as production incentives - which are treated as a
separate financing source for reasons of transparency. In contrast to production incentives, direct
public funding is (mostly) provided up-front and is not calculated as a percentage share of
eligible production expenditures to be refunded ex post. It includes national, regional, and local
direct public funding from agencies within the country of origin, as well as from agencies in
minority-financing countries.

In interpreting the analysis insights regarding financing structures, one must bear in mind that
the significance of direct public funding may be exaggerated due to the inherent selection bias
as a result of the exclusion - in most countries - of films produced without national public
support.

See Appendix 7.5 for detailed definitions.
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ANALYSIS OF FINANCING STRUCTURES — DIRECT PUBLIC FUNDING

o

HOW IMPORTANT IS DIRECT PUBLIC FUNDING ACROSS EUROPE?
- PAN-EUROPEAN PERSPECTIVE

Figure 12.  Share of direct public funding in financing European fiction films (2018)
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Share of
sample films

H Films w/ public funding 14 No public funding 1 Films w/ public funding 14 No public funding

36%

EUR
1.8 billion

EUR
1.0 billion

Share of total

financing

volume
74%

M Direct public funding 14 Other 4 Direct public funding 11 Other

Source: European Audiovisual Observatory

SELECTED INSIGHTS

m  Reminder: The selection bias of the data sample may result in an exaggeration of the
significance of direct public funding as a financing source for films.

m A total of 93% of the sample films were partly financed by direct public support. This
high share suggests either that the vast majority of European theatrical fiction films
are partly financed by direct public support, or that very few films are produced without
direct public funding.

m  Public funding contributed EUR 474 million (26%) to the cumulative sample
production spend of EUR 1.80 billion - the single most significant financing source of
European fiction films in 2018. Excluding French films, the share of direct public
funding increases to 36%, accounting for EUR 363 million out of a total EUR 1.0 billion.
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HOW IMPORTANT IS DIRECT PUBLIC FUNDING IN MARKETS OF DIFFERENT SIZES?

- MARKET CLUSTER PERSPECTIVE

Table 17.

Total

Films with

% share films

Direct public funding - differences among market clusters (2018)

Total

Total financing

% share public

All sample films sample films public funding w;z:z:‘::c (i‘r’\OI:::ll.l:) pu::::;:sil)ng funding
Small market [0- 10 mio[ 55 55 100% 74.5 39.9 54%
Medium market [10 mio - 50 mio[ 188 180 96% 388.5 167.3 43%
Large market [>50 mio] 325 293 90% 1332.6 266.6 20%
TOTAL 568 528 93% 1795.6 473.8 26%
% share films | Total financin, Total
Excluding French films sam.:;(l):aflilms pui::::l:n::‘ng with public volume . public funding % s::;:::‘ :blic
funding (in MEUR) (in MEUR)

Small market [0- 10 mio[ 55 55 100% 74.5 39.9 54%
Medium market [10 mio - 50 mio[ 188 180 96% 388.5 167.3 43%
Large market [>50 mio] 164 144 88% 543.7 155.9 29%
TOTAL 407 379 93% 1006.7 363.2 36%

Source: European Audiovisual Observatory

SELECTED INSIGHTS

The analysis of direct public funding by market cluster, based on admissions volume,
clearly reveals that the importance of direct public funding as a financing source for
European fiction films is closely linked to the market size of the country of origin -
which typically is the film’s primary exploitation market.

The data sample shows that the weight of direct public funding in film financing
increases with declining market size or, phrased differently, the smaller the market,
the more important is direct public funding.

While accounting for only 20% of total financing in the four large sample markets (29%
excluding France), direct public funding accounted for 43% in medium-sized markets
and 54% in small sample markets.

Access to direct public funding does not appear to differ significantly across market
clusters, with at least nine out of 10 films in medium and large markets receiving some
form of direct public funding. In contrast, all sample films from small markets received
direct public funding, but this is most likely due to the selection bias, as data from
small markets was almost exclusively available for those films that received direct
public funding from national film agencies in the respective countries.
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4.3.2. Forms and national origin of direct public funding
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ANALYSIS OF FINANCING STRUCTURES — DIRECT PUBLIC FUNDING

BREAKDOWN OF DIRECT PUBLIC FUNDING BY GEOGRAPHICAL LEVEL
- PAN-EUROPEAN PERSPECTIVE

Table 18.  Direct public funding by geographical level (2018)

Please note: this table shows a breakdown of direct public funding granted to sample films both in the main country of origin and
in minority co-producing /-financing countries, by the geographical level on which it was granted, i.e. the amounts granted by
national, regional and local funding bodies.

% share of % share of
Geographical level Nr. of films % st:ij of public Amounts in MEUR % st':)at;? of public
funding funding

National public funding 490 86% 93% 353.7 20% 75%
Regional public funding 294 52% 56% 103.3 6% 22%
Local public funding (0%) 12 2% 2% 0.4 0% 0%
Supranational public funding 93 16% 18% 16.5 1% 3%
Total direct public funding 528 93% 100% 473.8 26% 100%
Total samplle 568 100% 1795.6  100%

Source: European Audiovisual Observatory

Figure 13. Breakdown of cumulative funds from direct public funding by geographical level (2018)

M National public funding  H Regional public funding M Local public funding (0%) i Supranational public funding

Source: European Audiovisual Observatory

SELECTED INSIGHTS

m Reminder: the selection bias of the data sample, which includes - for reasons of data
availability - primarily films receiving funding from national film agencies, may result
in an exaggeration of the significance of public funding provided by national film
agencies, as it does not cover, for example, films that received only regional public
funding.

m  National film agencies clearly were the most significant providers of direct public
funding for the films in the data sample, accounting for 75% of cumulative public

funding, followed by regional public funding (22%). Local funding was negligible, while
supra-national public funding contributed 3% to the total sample financing volume.

m  About nine out of 10 sample films received funding from a national film agency, while
half of the sample films (52%) received regional public funding. A total of 16% obtained
supra-national funding and only 2% of sample films had local public funding indicated
in their financing mix.
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BREAKDOWN OF DIRECT PUBLIC FUNDING BY NATIONAL ORIGIN
- PAN-EUROPEAN PERSPECTIVE

Table 19.  Direct public funding by national origin (2018)

Please note: this table shows a breakdown of direct public funding by national origin of the funds, i.e. the amounts granted by
funding bodies (at all geographical levels) located in the main country of origin, the amounts granted by foreign funding bodies
(located in minority co-producing /- financing countries), as well as the amounts granted by supra-national bodies like Eurimages.

% share of % share of

) L. . % share of ) ) % share of )

National origin Nr. of films public Amounts in MEUR public
total ) total )
funding funding

National funding bodies 524 92% 99% 419.7 23% 89%
Foreign funding bodies 101 18% 19% 37.6 2% 8%
Supranational funding bodies 93 16% 18% 16.5 1% 3%
Total direct public funding 528 93% 100% 473.8 26% 100%
Total samplle 568 100% 1795.6  100%

Source: European Audiovisual Observatory

Figure 14. Breakdown of cumulative public funding by national origin (2018)

M National funding bodies M Foreign funding bodies i Supranational funding bodies

Source: European Audiovisual Observatory

SELECTED INSIGHTS

m  The lion’s share of direct public funding was raised within the main country of origin:
89% of cumulative direct public funding was provided by funding agencies within the
main country of origin, while 8% of direct public funding was provided by funding
agencies within minority-financing countries. Supra-national funding agencies
contributed 3% to the cumulative direct public funding volume for European fiction
films in the data sample.

m 92% of the sample films received funding from a film agency in the main country of
origin, while only 18% received public funding by funding bodies located in a minority-
co-producing / -financing country, and 16% of the sample films were partly financed
through supra-national public funding.

m  Of course, the share of national and foreign direct public funding differs significantly
between 100% national films, which obtain public funding primarily from national
agencies, and international co-productions, which obtain a much more significant share
of their public funding from foreign film bodies (see chapter 6.3).
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4.3.3. Distribution of direct public funding by film type
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HOW IS DIRECT PUBLIC FUNDING DISTRIBUTED AMONG BUDGET CLUSTERS?
- PAN-EUROPEAN PERSPECTIVE

Figure 15. Distribution of direct public funding across film budget types (2018)
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Source: European Audiovisual Observatory

SELECTED INSIGHTS

High-budget films - which accounted for 28% of the sample films (22% excluding
French films) - captured the largest share of direct public funding, comprising 45% (EUR
211 million) of a total EUR 474 million in direct public funding.

Medium-budget films - which accounted for 41% of the sample films - obtained the
second largest slice of direct public funding, accounting for 34% (EUR 163 million) of
total direct public funding. Excluding French films, however, medium-budget films
captured 39% (EUR 143 million) out of the EUR 363 million direct funding total.

By far the biggest portion of direct public funding thus went to high- and medium-
budget films: 79% of total direct public funding in the case of the full data sample; and
82% excluding French films.
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HOW IS DIRECT PUBLIC FUNDING DISTRIBUTED BETWEEN 100% NATIONAL FILMS AND
INTERNATIONAL CO-PRODUCTIONS?

- PAN-EUROPEAN PERSPECTIVE

Figure 16. Distribution of direct public funding between 100% national films and international co-
productions (2018)

All sample films Excluding French films

EUR EUR

474 million 363 million

M 100% national films M Int. co-productions B 100% national films Int. co-productions

Source: European Audiovisual Observatory

SELECTED INSIGHTS

m  100% national films accounted for 71% of the total sample films, but only 60% of
cumulative direct public funding was allocated to them. By contrast, international co-
productions accounted for 29% of the sample films and captured 40% of total direct
public funding, illustrating that international co-productions received proportionally
more direct public funding than 100% national fiction films.

m The picture remains similar when French films are excluded from the analysis: 57% of
direct public funding went to the production of 100% national films (69% of sample
films), and 43% went to international co-productions (31% of sample films).
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AT A GLANCE: HOW IS DIRECT PUBLIC FUNDING DISTRIBUTED?
- PAN-EUROPEAN PERSPECTIVE

Figure 17. Breakdown of cumulative direct public funding by funding form, budget and financing

type of films (2018)
Total direct public funding
EUR 474 million
by form of direct public funding by budget type by financing type
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Source: European Audiovisual Observatory

Table 20.  Ranking of direct public funding - top 5 forms / film types (2018)

Rank Form of direct public funding Budget type Financing type Amount in MEUR % share
1 National public funding High budget [3 -10 mio|[ 100% national 89.0 19%
2 National public funding Medium budget [1- 3 mio[ 100% national 77.6 16%
3 National public funding High budget [3 -10 mio[ Int. co-production 60.9 13%
4 National public funding Medium budget [1- 3 mio[ Int. co-production 44.8 9%
5 Regional public funding High budget [3-10 mio[ 100% national 321 7%
Other - - - 169.6 36%
473.8 100%

Total direct public funding

Source: European Audiovisual Observatory
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AT A GLANCE: HOW IS DIRECT PUBLIC FUNDING DISTRIBUTED?
- EXCLUDING FRENCH FILMS

Figure 18. Breakdown of cumulative direct public funding by funding form, budget and financing
type of films - excl. French films (2018)
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Source: European Audiovisual Observatory

Table 21.  Ranking of direct public funding - top 5 forms / film types excl. French films (2018)

Form of direct public funding Budget type Financing type Amount in MEUR % share
1 National public funding Medium budget [1- 3 mio[ 100% national 67.6 19%
2 National public funding High budget [3 -10 mio| Int. co-production 52.3 14%
3 National public funding High budget [3 -10 mio[ 100% national 50.1 14%
4 National public funding Medium budget [1- 3 mio[ Int. co-production 39.1 11%
5 Regional public funding High budget [3 -10 mio| 100% national 26.6 7%
Other - - - 127.4 35%
Total direct public funding 363.2 100%

Source: European Audiovisual Observatory
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ANALYSIS OF FINANCING STRUCTURES — BROADCASTER INVESTMENTS

HOW IMPORTANT ARE BROADCASTER INVESTMENTS?
- PAN-EUROPEAN PERSPECTIVE

Figure 19. Share of broadcaster investments in financing European fiction films (2018)
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SELECTED INSIGHTS

The sample analysis indicates that about two thirds of European fiction films are
produced with broadcaster investments: 65% of sample films were partly financed
through broadcaster investments, either via pre-sales or as direct (co-)production
investments by broadcasters. Excluding French films this share drops to 60%.

In total, broadcasters contributed 21% (EUR 379 million) to the total sample production
spend of EUR 1.80 billion. Broadcasters thus represented the second-most-significant
financing source for theatrical fiction films on a pan-European level.

However, broadcaster financing is much more significant in France than it is in most
other European countries. Excluding French films from the analysis fundamentally
changes the picture: no longer the second-most-significant funding source, broadcaster
investments comprised only 10% (EUR 100 million) to the cumulative total financing
volume (EUR 1.01 billion) in this scenario, rendering it only the fifth-highest financing
source for European fiction films.
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HOW IMPORTANT ARE BROADCASTER INVESTMENTS AMONG MARKET CLUSTERS?
- MARKET CLUSTER PERSPECTIVE

Table 22.  Broadcaster investments - differences among market clusters (2018)

Total financing Total

) Total Films with % share films with ) % share
All sample films ) ) ) volume broadcaster inv. )
sample films broadcaster inv. broadcaster inv. ) ) broadcaster inv.
(in MEUR) (in MEUR)
Small markets [0- 10 mio[ 55 38 69% 74.5 4.7 6%
Medium markets [10 mio - 50 mio[ 188 145 77% 3885 50.3 13%
Large markets [>50 mio] 325 184 57% 1,332.6 324.1 24%
Total broadcaster investments 568 367 65% 1795.6 379.1 21%
Total financin Total
. ) Total Films with % share films with E . % share
Retting RiEnchiitns sample films broadcaster inv broadcaster inv IS EICERTEECIANE broadcaster inv.
s . . (in MEUR) (in MEUR) .
Small market [0- 10 mio[ 55 38 69% 74.5 4.7 6%
Medium market [10 mio - 50 mio[ 188 145 77% 388.5 50.3 13%
Large market [>50 mio] 164 63 38% 543.7 449 8%
Total broadcaster investments 407 246 60% 1006.7 99.9 10%

Source: European Audiovisual Observatory

SELECTED INSIGHTS

m  With the exception of France, where broadcaster investments are comparatively high,
broadcasters appear to have contributed between 6% and 13% to the total financing
volume in small, medium and large markets. The analysis therefore suggests that there
are no inherent structural differences with regard to the significance of broadcaster
financing between countries of different market sizes.

m In France, however, broadcasters play an exceptionally significant role in film
financing, as clearly indicated by the fact that — when considering all sample films -
broadcaster investments accounted for 24% of total financing volume in the large
sample markets compared to only 8% if French films are excluded from the analysis.

m In the other three large sample markets, only 38% of the sample films had access to
broadcaster financing. This compares to 77% and 69% of films in medium-sized and
small markets, respectively.
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4.4.2. Forms and national origin of broadcaster investments
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‘ANALYSIS OF FINANCING STRUCTURES — BROADCASTER INVESTMENTS

BREAKDOWN OF BROADCASTER INVESTMENTS BY INVESTMENT FORM
- PAN-EUROPEAN PERSPECTIVE

Table 23.  Broadcaster financing by investment form (2018)

% share of % share of
. . % share Amounts % share of
All sample films Nr. of films broadcaster i broadcaster
of total X in MEUR total )
investment investment
Broadcaster co-production 223 39% 61% 81.5 5% 22%
Broadcaster pre-sales 292 51% 80% 297.5 17% 78%
Total broadcaster investments 367 65% 100% 379.1 21% 100%
Total sample 568 100% 1795.6 100%
% share of % share of
) . ) % share ¢ Amounts % share of ¢
Excluding French films Nr. of films broadcaster ) broadcaster
of total ) in MEUR total )
investment investment
Broadcaster co-production 153 38% 62% 53.8 5% 54%
Broadcaster pre-sales 171 42% 70% 46.2 5% 46%
Total broadcaster investments 246 60% 100% 99.9 10% 100%
Total sample 407 100% 1006.7 100%

Source: European Audiovisual Observatory

SELECTED INSIGHTS

m  On a pan-European level, broadcasters financed fiction film production primarily
through pre-sales rather than (co-)production investments: 78% of the sample
broadcaster investments took the form of pre-sales while (co-)production investments
accounted for only 22% of cumulative broadcaster investments of EUR 379 million.

m The picture is very different, however, when French films are excluded from the
analysis. In this case, broadcaster film financing was more equally spread between pre-
sales and (co-)production investments, the former accounting for 46% and the latter for
54% of cumulative sample broadcaster investments of EUR 100 million.
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BREAKDOWN OF BROADCASTER INVESTMENTS BY INVESTMENT FORM
- MARKET CLUSTER PERSPECTIVE

Table 24.  Broadcaster financing by investment form - and by market cluster (2018)

Films with Total broadcaster Broadcaster (co-) Broadcaster
. ) .. % share of total % share of total
All sample films broadcaster inv. production inv. broadcaster inv. pre-sales broadcaster inv
investments (in MEUR) (in MEUR) . (in MEUR) .
Small markets [0- 10 mio[ 38 4.7 0.4 9% 4.3 91%
Medium markets [10 mio - 50 mio[ 145 50.3 31.6 63% 18.7 37%
Large markets [>50 mio] 184 324.1 49.5 15% 274.5 85%
Total broadcaster inv. 367 379.1 815 22% 297.5 78%
Fil ith Total broad d - Broadcast
. . tims wi ° ": = . !co ) % share of total roadcaster % share of total
Excluding French films broadcaster inv. production inv. broadcaster inv. pre-sales broadcaster inv
investments (in MEUR) (in MEUR) : (in MEUR) :
Small markets [0- 10 mio[ 38 4.7 0.4 9% 4.3 91%
Medium markets [10 mio - 50 mio[ 145 50.3 31.6 63% 18.7 37%
Large markets [>50 mio] 63 449 21.7 48% 23.2 52%
Total broadcaster inv. 246 99.9 53.8 54% 46.2 46%

Source: European Audiovisual Observatory

SELECTED INSIGHTS

m A comparison of broadcaster, pre-sales and co-production investments by market size
suggests that pre-sales tend to be the dominant form of broadcaster investments in
small and large markets, while (co-)production investments tend to be more common
and financially more significant in medium-sized markets.

m There are, however, significant differences between individual markets where,
according to the sample data, one of the two broadcaster investment forms generally
dominates, with only six sample countries showing a fairly balanced mix between
broadcaster pre-sales and direct production investments.
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BREAKDOWN OF BROADCASTER INVESTMENTS BY NATIONAL ORIGIN
- PAN-EUROPEAN PERSPECTIVE

Table 25.  Broadcaster investments by national origin (2018)

% sh f % sh f

) L. ) % share oshare o Amounts % share of o share o
National origin Nr of films broadcaster ) broadcaster
of total i in MEUR total )

investment investment
National broadcaster investments 362 64% 99% 3711 21% 98%
Foreign broadcaster investments 41 7% 11% 7.9 0% 2%
Total broadcaster investments 367 65% 100% 379.1 21% 100%
Total sample 568 100% 1795.6 100%

Source: European Audiovisual Observatory

Figure 20.

Foreign broadcaster investments (2%)

Source: European Audiovisual Observatory

SELECTED INSIGHTS

Breakdown of cumulative broadcaster investments by national origin (2018)

National broadcaster investments

m The data analysis clearly shows that only national broadcaster investments, i.e.
investments from broadcasters based in the main country of origin, really matter as a
financing source of theatrical fiction films: investments from national broadcasters
accounted for 98% of total broadcaster investments with only 2% coming from

broadcasters based in minority-financing countries.

m This is also reflected in the number of films partly financed by broadcasters: while 64%
of the sample films were partly financed by national broadcasters, only 7% were co-

financed by foreign broadcasters.
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HOW ARE BROADCASTER INVESTMENTS DISTRIBUTED AMONG BUDGET TYPES?
- PAN-EUROPEAN PERSPECTIVE

Figure 21. Distribution of broadcaster investments across film budget types (2018)
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Source: European Audiovisual Observatory

SELECTED INSIGHTS

Including French films, the lion’s share of broadcaster investments went to high-budget
films (49%) and super-high-budget (33%) films, with another 17% going to medium-
budget films. More than eight out of 10 Euros invested by European broadcasters in
sample films were thus invested in fiction films, with budgets exceeding EUR 3 million,
i.e. films with above-average budgets.

Excluding French films changes the analysis results significantly, as the vast majority
of broadcaster investments were now distributed to medium budget films (45%) and
high-budget films (41%).
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HOW ARE BROADCASTER INVESTMENTS DISTRIBUTED BETWEEN 100% NATIONAL FILMS
AND INTERNATIONAL CO-PRODUCTIONS?

- PAN-EUROPEAN PERSPECTIVE

Figure 22. Distribution of broadcaster investments between 100% national films and international
co-productions (2018)

All sample films Excluding French films
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Source: European Audiovisual Observatory

SELECTED INSIGHTS

m In the 2018 data sample, broadcaster investments appear to be somewhat over-
proportionally allocated to between 100% national films compared to international co-
productions: 100% national films accounted for 71% of the sample films but captured
79% of cumulative broadcaster investments, while international co-productions - which
comprised 29% of the sample films - captured 21% of broadcaster investments.

m This observation, however, does not hold when French films are excluded from the
analysis. In this smaller data sample 100% national films accounted for 69% of the
sample films but captured only 64% of cumulative broadcaster investments, while
international co-productions - which comprised 31% of the sample films - captured
36% of broadcaster investments.
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AT A GLANCE: HOW IS BROADCASTER FINANCING DISTRIBUTED AMONG FILM TYPES?
- PAN-EUROPEAN PERSPECTIVE

Figure 23. Breakdown of cumulative broadcaster financing volume by investment form, budget
and financing type of films (2018)
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Source: European Audiovisual Observatory

Table 26.  Ranking of broadcaster financing - top 5 forms / film types (2018)

Rank Form of broadcaster financing Budget type Financing type Amount in MEUR % share
1 Pre-sales High budget [3-10 mio[ 100% national 124.9 33%
2 Pre-sales Medium budget [1- 3 mio[ 100% national 323 9%
3 Pre-sales High budget [3-10 mio[ Int. co-production 22.6 6%
4  (Co-)Production investment Medium budget [1- 3 mio[ 100% national 16.1 4%
5  (Co-)Production investment High budget [3-10 mio[ Int. co-production 16.0 4%
Other - - - 167.2 44%
Total broadcaster investments 379.1 100%

Source: European Audiovisual Observatory
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AT A GLANCE: HOW IS BROADCASTER FINANCING DISTRIBUTED AMONG FILM TYPES?
- PAN-EUROPEAN PERSPECTIVE EXCLUDING FRENCH FILMS

Figure 24. Breakdown of cumulative broadcaster financing volume by investment form, budget
and financing type of films - excl. French films (2018)
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Table 27. Ranking of broadcaster financing - top 5 forms / film types excl. French films (2018)

Rank Form of broadcaster financing Budget type Financing type Amount in MEUR % share
1 Pre-sales Medium budget [1- 3 mio[ 100% national 18.7 19%
2 (Co-)Production investment Medium budget [1- 3 mio[ 100% national 15.0 15%
3 (Co-)Production investment High budget [3-10 mio[ Int. co-production 14.0 14%
4 Pre-sales High budget [3-10 mio[ 100% national 9.3 9%
5 Pre-sales High budget [3-10 mio[ Int. co-production 9.1 9%
Other - - - 33.8 34%
Total broadcaster investments 99.9 100%

Source: European Audiovisual Observatory
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ANALYSIS OF FINANCING STRUCTURES — PRE-SALES

4.5. Pre-sales (excl. broadcasters)

4.5.1. Importance of pre-sales as a financing source

Methodological remarks:

Please note that ‘pre-sales’ refers to the cumulative amount of all financing raised from
pre-sales of national distribution rights in the (co-)producing /-financing countries as well as
multi-territory presales. In order to avoid double-counting, pre-sales to broadcasters based in
(co-)producing countries are counted as broadcaster investments rather than pre-sales, for the
purpose of this analysis. For research angles focusing on pre-sales rather than broadcaster
financing, broadcaster pre-sales would have to be added to pre-sales. Pre-sales can either take
the form of outright sales or minimum guarantees.

A pre-sale (for financing purposes) is defined as a sale of distribution rights (licence to distribute)
that takes place at any time prior to the completion of a film production. To be considered
financing funds, receipts from pre-sales have to go into the production account to be used to
finance the production, rather than into the collection account.

In an outright sale / split rights deal, a financier pays (cash) in return for specific distribution
rights. In contrast to a producer equity cash investment, which creates (partial) ownership of the
negative and copyrights linked to the film, the financier in a split right deal only acquires
distribution rights but does not share responsibility for actually developing, packaging and
making the film. In contrast to a pre-sale based on minimum guarantees, these deals are
generally structured as an outright sale in which the buying party pays the full purchase price
up-front (i.e. before production is completed / started) as a one-off payment, with the producer
receiving no further revenues from the subsequent exploitation of the right in question.

A minimum guarantee (MG) refers to the fee a distributor agrees to pay for the licence of
copyright allowing them to distribute the film exclusively in their territory in the specified
formats for a specified period of time. In contrast to an outright sale, the producer will participate
in all revenues generated by the distributor during the lifetime of their distribution licence
according to contractually defined splits. In fact, the minimum guarantee is actually an advance
against future revenues payable to the producer pursuant to the distributors’ sales contract.

See Appendix 7.5 for detailed definitions.
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ANALYSIS OF FINANCING STRUCTURES — PRE-SALES

HOW IMPORTANT ARE PRE-SALES?
- PAN-EUROPEAN PERSPECTIVE

Figure 25. Share of pre-sales (excl. TV) in financing European fiction films (2018)
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Source: European Audiovisual Observatory

SELECTED INSIGHTS

Seven out of 10 sample films were partly financed by pre-sales (other than pre-sales to
broadcasters), either taking the form of outright sales or minimum guarantees. The
sample analysis hence suggests that the majority of European fiction films (63% to 68%)
rely on pre-sales to finance their production budgets.

In total, pre-sales contributed EUR 270 million to the cumulative sample financing
volume of EUR 1.80 billion, representing 15% of the total cumulative funding volume
of the data sample.

Excluding French films from the analysis suggests a slightly more important role of pre-
sales outside France in 2018 with pre-sales accounting for 18% (EUR 178 million) of
the total financing volume of EUR 1.01 billion.

© European Audiovisual Observatory (Council of Europe) 2020

Page 70



HOW IMPORTANT ARE PRE-SALES IN MARKETS OF DIFFERENT SIZES?
- MARKET CLUSTER PERSPECTIVE

Table 28.  Pre-sales - differences among market clusters (2018)

Total fi i Total
) Total Films with % share films with otal financing ota % share
All sample films . volume pre-sales
sample films pre-sales pre-sales . i pre-sales
(in MEUR) (in MEUR)
Small markets [0- 10 mio[ 55 33 60% 74.5 6.0 8%
Medium markets [10 mio - 50 mio[ 188 114 61% 3885 317 8%
Large markets [>50 mio] 325 239 74% 1332.6 232.2 17%
Total pre-sales (excl. TV) 568 386 68% 1795.6 269.9 15%
Total financin Total
. ) Total Films with % share films with E % share
Excluding French films sample films re-sales re-sales volume pre-sales re-sales
s 2 2 (in MEUR) (in MEUR) 2
Small market [0- 10 mio[ 55 33 60% 74.5 6.0 8%
Medium market [10 mio - 50 mio[ 188 114 61% 388.5 31.7 8%
Large market [>50 mio] 164 108 66% 543.7 140.2 26%
Total pre-sales (excl. TV) 407 255 63% 1006.7 177.9 18%

Source: European Audiovisual Observatory

SELECTED INSIGHTS

m  Analysis of pre-sales by market cluster based on admissions volume suggests that the
proportional significance of pre-sales as a financing source for European fiction films
is overproportionally high in large markets where pre-sales contributed 17% (26% excl.
French films) to cumulative financing volume, compared to 8% in both medium-sized
and small sample markets.

m The data also suggest that access to pre-sales financing somewhat increases with
market size. While 60% of the sample films produced in small markets were financed
with pre-sales; the ratio increases to 61% of films in medium-sized markets and 74% in
large markets (66% excluding French films).
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ANALYSIS OF FINANCING STRUCTURES — PRE-SALES

4.5.2. Forms and national origin of pre-sales
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ANALYSIS OF FINANCING STRUCTURES — PRE-SALES

PRE-SALES: MINIMUM GUARANTEE OR OUTRIGHT SALES?
- PAN-EUROPEAN PERSPECTIVE

Table 29.  Pre-sales financing: Minimum guarantees vs. outright sales (2018)

. . % share % share of Amounts % share of % share of
All sample films Nr of films i
[RIE] pre-sales in MEUR total pre-sales
Minimum guarantees 294 52% 76% 198.8 11% 74%
Outright sales (excl national TV) 142 25% 37% 71.1 4% 26%
Total pre-sales 386 68% 100% 269.9 15% 100%
Total sample 568 100% 1795.6 100%
. . . % share % share of Amounts % share of % share of
Excluding French films Nr of films )
of total pre-sales in MEUR total pre-sales
Minimum guarantees 163 40% 64% 106.8 11% 60%
Outright sales (excl national TV) 142 35% 56% 71.1 7% 40%
Total pre-sales 255 63% 100% 177.9 18% 100%
Total sample 407 100% 1006.7 100%

Source: European Audiovisual Observatory

SELECTED INSIGHTS

m  The data sample suggests that in 2018 minimum guarantees were the dominant form
of pre-sales financing: on a pan-European level, 74% (60% excluding French films) of
pre-sales financing was structured as minimum guarantees, while outright sales only
accounted for 26% (40% excluding French films) of cumulative pre-sales funding.

m A total of 52% of the sample films secured a minimum guarantee to finance their
budgets (40% excluding French films), while only 25% of films made an outright sale
(35% excluding French films).
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PRE-SALES: MINIMUM GUARANTEES OR OUTRIGHT SALES?
- MARKET CLUSTER PERSPECTIVE

Table 30.  Minimum guarantees vs. outright sales - by market cluster (2018)

Total Mini
Films with pre- ot ‘nimum % share of Outright sales % share of total pre-
sales Broissies guarantees total pre-sales (MEUR) sales
(MEUR) (MEUR)
Small markets [0- 10 mio[ 33 6.0 4.4 74% 1.6 26%
Medium markets [10 mio - 50 mio[ 114 31.7 21.4 67% 10.3 33%
Large markets [>50 mio] 239 232.2 173.0 75% 59.2 25%
Total pre-sales (excl. TV) 386 269.9 198.8 74% 71.1 26%
Total Minimum
. . Films with pre- % share of total pre- Outright sales % share of total pre-
Exciudingliienchifils sales s I = sales (MEUR) sales
(MEUR) (MEUR)
Small markets [0- 10 mio[ 33 6.0 4.4 74% 1.6 26%
Medium markets [10 mio - 50 mio[ 114 31.7 21.4 67% 10.3 33%
Large markets [>50 mio] 108 140.2 81.0 58% 59.2 42%
Total pre-sales (excl. TV) 255 177.9 106.8 60% 71.1 40%

Source: European Audiovisual Observatory

SELECTED INSIGHTS

m  The sample data shows that most countries tend, by a significant margin, to either
favour minimum guarantees or outright sales, with only four sample markets showing
a fairly balanced mix between minimum guarantees and outright sales. An analysis by
market cluster hence provides only limited insights.

m  While minimum guarantees represented the majority of pre-sales financing in all three
market clusters, their dominance was more pronounced in large and small markets,
where they accounted for 75% and 74% of total pre-sales financing, respectively.
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BREAKDOWN OF PRE-SALES BY NATIONAL ORIGIN
- PAN-EUROPEAN PERSPECTIVE

Table 31.  Pre-sales by national origin (2018)

. L. . % share % share of Amounts % share % share of

National origin Nr of films i
of total pre-sales in MEUR of total pre-sales

Pre-sales - national sources 355 63% 92% 215.4 12% 80%
Pre-sales - foreign sources 54 10% 14% 21.1 1% 8%
Pre-sales - multi-territory 69 12% 18% 33.8 2% 13%
Total pre-sales 386 68% 100% 269.9 15% 100%
Total sample 568 100% 1795.6 100%

Source: European Audiovisual Observatory

Figure 26. Breakdown of cumulative pre-sales by national origin (2018)

M Pre-sales - national sources M Pre-sales - foreign sources M Pre-sales - multi-territory

Source: European Audiovisual Observatory

SELECTED INSIGHTS

m  The data analysis suggests that pre-sales financing is, for the most part, be raised only
in the national market, i.e. pre-sales for the main country of origin, which accounted for
80% of the total sample pre-sales financing volume.

m  Only 14% of sample films had a pre-sale outside the main country of origin, with the
latter category representing 8% of total pre-sales financing.

m  About two in 10 sample films were financed through a multi-territory pre-sale.
Cumulatively, such pre-sales accounted for 13% of the total pre-sales financing volume.
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4.5.3. Distribution of pre-sales by film type
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HOW ARE PRE-SALES DISTRIBUTED AMONG BUDGET CLUSTERS?
- PAN-EUROPEAN PERSPECTIVE

Figure 27. Distribution of pre-sales across film budget types (2018)
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Source: European Audiovisual Observatory

SELECTED INSIGHTS

The sample analysis suggests that pre-sales financing goes primarily to high- and
super-high-budget films, i.e. films that can be expected to have a comparatively high
commercial potential.

The largest share of pre-sales financing went to the production of high-budget films,
namely 51% of total pre-sales financing (48% excluding French films).

A total of 34% of the financing amounts generated through pre-sales was invested in
the production of super-high-budget films (33% excluding French films) and 14% went
to medium-budget films (18% excluding French films).

Cumulative pre-sales for low- and micro-budget films were negligible.
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HOW ARE PRE-SALES DISTRIBUTED BETWEEN 100% NATIONAL FILMS AND
INTERNATIONAL CO-PRODUCTIONS?

- PAN-EUROPEAN PERSPECTIVE

Figure 28. Distribution of pre-sales financing volume between 100% national films and

international co-productions (2018)

All sample films Excluding French films
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Source: European Audiovisual Observatory

SELECTED INSIGHTS

Pre-sales financing appears to be somewhat overproportionally allocated to 100%
national films and international co-productions: 100% national films representing 71%
of the sample films captured 76% of cumulative pre-sales; international co-productions
accounting for 29% of the sample films captured 24% of pre-sales.

This observation is even more pronounced when French films are excluded from the
analysis, with pre-sales over-proportionally allocated to 100% national films, which
accounted for 69% of the sample films but captured 77% of cumulative pre-sales. In
contrast, international co-productions accounted for 31% of the sample films but
captured only 23% of total pre-sales.
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AT A GLANCE: HOW ARE PRE-SALES DISTRIBUTED AMONG FILM TYPES?
- PAN-EUROPEAN PERSPECTIVE

Figure 29. Breakdown of cumulative pre-sales by pre-sale form, budget and financing type of films

(2018)
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Table 32.  Ranking of pre-sales financing - top 5 forms / film types (2018)

Rank Form of pre-sales Budget type Financing type Amount in MEUR % share
1 Minimum guarantee Super high budget [10- 30 mio[ 100% national 73.5 27%
2 Minimum guarantee High budget [3-10 mio[ 100% national 45.8 17%
3 Outrightsale (excl. TV) High budget [3-10 mio[ 100% national 35.9 13%
4 Minimum guarantee Super high budget [10- 30 mio[ Int. co-production 30.2 11%
5 Minimum guarantee High budget [3 -10 mio[ Int. co-production 24.0 9%
Other - - - 60.4 22%
Total pre-sales 269.9 100%

Source: European Audiovisual Observatory
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AT A GLANCE: HOW ARE PRE-SALES DISTRIBUTED AMONG FILM TYPES?
-PAN-EUROPEAN PERSPECTIVE EXCLUDING FRENCH FILMS

Figure 30. Breakdown of cumulative pre-sales by pre-sale form, budget and financing type of films
- excl. French films (2018)
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Source: European Audiovisual Observatory

Table 33. Ranking of pre-sales financing - top 5 forms / film types excluding French films (2018)

Rank Form of pre-sales Budget type Financing type Amount in MEUR % share
1 Outright sale High budget [3-10 mio[ 100% national 35.9 20%
2 Minimum guarantee High budget [3 -10 mio[ 100% national 28.3 16%
3 Minimum guarantee Super high budget [10- 30 mio[ 100% national 27.8 16%
4 Minimum guarantee High budget [3-10 mio[ Int. co-production 17.8 10%
5 QOutright sale Super high budget [10- 30 mio[ 100% national 16.1 9%
Other - - - 52.0 29%
Total pre-sales 177.9 100%

Source: European Audiovisual Observatory
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'ANALYSIS OF FINANCING STRUCTURES — PRODUCER INVESTMENTS

4.6. Producer investments (excl. broadcasters)

4.6.1. Importance of producer investments as a financing
source

Methodological remarks:

Please note that this category combines all production investments (own investments) from
producers based either in the main production country or in one of the minority co-producing
countries. To avoid double counting producer investments from broadcasters are excluded, as
they are treated as broadcaster investments for the purpose of this analysis. For research angles
focusing on producer rather than broadcaster financing, direct broadcaster (co-)production
investments would have to be added to this category.

Producers are defined as persons, either corporate or individual, responsible for developing,
packaging and making the film. Producers ultimately own and control the copyright in the
finished product. This includes both the lead producer as well as co-producers but excludes
production service companies only engaged by the production company to make the film on its
behalf and not investing their own equity.

Producers investments are defined as funds invested by producers in the production of the film,
giving them an equity share in the film, i.e. (partial) ownership of the negative and copyrights
linked to the film. This includes in-kind investments made by producers but excludes in-kind
investments (facilities for equity) made by third parties such as equipment rental companies,
studios or post-production houses, which are treated as a separate financing category. This
furthermore excludes payments made by broadcasters in exchange for TV rights (pre-sales to
broadcasters). It also excludes deferments or loans made by producers as they are qualified as
debt financing. Producers’ equity generally comes last in the recoupment schedule.

See Appendix 7.5 for detailed definitions.
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HOW IMPORTANT ARE PRODUCER INVESTMENTS?
- PAN-EUROPEAN PERSPECTIVE

Figure 31. Share of producer investments in financing European fiction films (2018)

All sample films Excl. French films

Share of
sample films

H Films w/ producer inv. 14 No prod. Inv. 1 Films w/ producer inv. 14 No prod. Inv.

EUR
1.0 billion

EUR
1.8 billion

Share of total
financing
volume

M Producer Inv. (excl TV) 11 Other i Producer Inv. (excl TV) L1 Other

Source: European Audiovisual Observatory

SELECTED INSIGHTS

m  Nine out of 10 sample films were partly financed through producer investments (other
than producer investments made by broadcasters). Conversely, one in 10 films was

produced without direct producer investment.

m Intotal, producer investments contributed EUR 301 million to the cumulative financing
volume of EUR 1.80 billion, representing 17% of the total sample financing volume.

The exclusion of French films hardly alters the analysis results.

m  Producer investments thus represented the third most significant financing source for
theatrical fiction films on a pan-European level (both in the full data sample as well as

the sample excluding French films).
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HOW IMPORTANT ARE PRODUCER INVESTMENTS?
- MARKET CLUSTER PERSPECTIVE

ANALYSIS OF FINANCING STRUCTURES — PRODUCER INVESTMENTS

Table 34.  Producer investments - differences among market clusters (2018)

Total financing

Total

. Total Films with % share films with A ) % share
CETTIILE sample films roducer inv. rod. inv. CEIlIIS pRdtceninetn roducerinv.
5 g : slisthluis (in MEUR) MEUR) = :
Small markets [0- 10 mio[ 55 52 95% 74.5 12.7 17%
Medium markets [10 mio - 50 mio[ 188 168 89% 388.5 47.9 12%
Large markets [>50 mio] 325 309 95% 1332.6 240.0 18%
Total producer investments (excl. TV) 568 529 93% 1795.6 300.7 17%
Total fi i Total
. . Total Films with % share films with Ll UIEELS ° a. . % share producer
Excluding French films ) ) ) volume producer inv. (in .
sample films producer inv. prod. inv. . inv.
(in MEUR) MEUR)
Small market [0- 10 mio[ 55 52 95% 74.5 12.7 17%
Medium market [10 mio - 50 mio[ 188 168 89% 388.5 47.9 12%
Large market [>50 mio] 164 148 90% 543.7 97.5 18%
Total producer investments (excl. TV) 407 368 90% 1006.7 158.2 16%

Source: European Audiovisual Observatory

SELECTED INSIGHTS

m  Analysis of producer investments by market cluster suggests that the share of producer
investments is more significant in small and large markets than in medium-sized
markets: producer investments represented 17% and 18% of total financing volume in
small and large markets, but contributed ‘only’ 12% of the total financing volume in

medium-sized markets.

m In terms of access, the data sample suggests there are no significant differences
between market clusters, with nine out of 10 sample films partly relying on producer

investments.
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4.6.2. National origin of producer investments
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BREAKDOWN OF PRODUCER INVESTMENTS BY NATIONAL ORIGIN
- PAN-EUROPEAN PERSPECTIVE

Table 35.  Producer investments by national origin (2018)

. . % share % share of Amounts % share % share of
All sample films Nr of films ) i .
of total producer inv. in MEUR of total producerinv.
Producer inv. - national sour 516 91% 98% 240.0 13% 80%
Producer inv. - foreign sourc 161 28% 30% 60.7 3% 20%
Total producer investments 529 93% 100% 300.7 17% 100%
Total sample 568 100% 1795.6 100%

Source: European Audiovisual Observatory

Figure 32. Breakdown of cumulative producer investments by national origin (2018)

M Producer inv. - national sources i Producer inv. - foreign sources

Source: European Audiovisual Observatory

SELECTED INSIGHTS

m A total of 80% of cumulative producer investments in the data sample came from
national producers, i.e. producers based in the main country of origin; 20% of producer
investments originated from foreign (co-)producers based in minority co-producing /
financing countries.

m  While nine out of 10 sample films were financed through national producer
investments, less than one in three sample films was co-financed by a foreign producer.
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4.6.3. Distribution of producer investments by film types
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HOW ARE PRODUCER INVESTMENTS DISTRIBUTED AMONG BUDGET CLUSTERS?
- PAN-EUROPEAN PERSPECTIVE

Figure 33. Distribution of producer investments across film budget types (2018)
43%

32%

15%

6% 8%
0

d

Micro budget Low budget Medium budget High budget Super high budget

[0-500'] [500' - 1 mio[ [1 -3 mio[ [3 -10 mio[ [10 - 30 mio[
M Share of total producer investments 1 Share of total producer investments (excl. FR)

Source: European Audiovisual Observatory

SELECTED INSIGHTS

m  High-budget films attracted the largest share of producer investments, capturing 39%
of cumulative producer investments.

m A total of 32% of producer investments went to finance the production of super-high
budget films and 22% wen to medium-budget films.

m  Excluding French films, the bulk of producer investments went into the production of
high-budget (43%) and medium-budget (32%) films.
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HOW ARE PRODUCER INVESTMENTS DISTRIBUTED BETWEEN 100% NATIONAL FILMS
AND INTERNATIONAL CO-PRODUCTIONS?

- PAN-EUROPEAN PERSPECTIVE

Figure 34. Distribution of producer investments between 100% national films and international
co-productions (2018)

All sample films Excluding French films

EUR EUR

301 million 158 million

M 100% national films M Int. co-productions M 100% national films Int. co-productions

Source: European Audiovisual Observatory

SELECTED INSIGHTS

m  Producer investments appear to be somewhat overproportionally allocated to
international co-productions: accounting for 71% of sample films, 100% national films
captured only 69% of total producer investments, while international co-productions
represented 29% of sample films and captured 31% of total producer investments.

m  These analysis results are more pronounced when French films are excluded: in this
event, 100% national films accounted for 69% of the sample films and captured 58%
of cumulative producer investments, while international co-productions accounted for
31% of the sample films but captured 42% of total producer investments.
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AT A GLANCE: HOW ARE PRODUCER INVESTMENTS DISTRIBUTED AMONG FILM
TYPES?

- PAN-EUROPEAN PERSPECTIVE

Figure 35. Breakdown of cumulative producer investments by budget and financing type of films
(2018)

Remark: 34 million in unspecified foreign producer investments (for French films) are assumed to originate with foreign independent
production companies.

Total producer investments

EUR 301 million
by budget type by financing type
2%
B Micro budget [0-500'] B 100% national
B Low budget [500' - 1 mio[ M Int. coproduction

Medium budget [1 - 3 mio[
High budget [3 -10 mio]
Super high budget [10 - 30 mio[

Source: European Audiovisual Observatory

Table 36.  Ranking of producer investments - top 5 film types (2018)

Rank Form of producer inv. (excl. TV) Budget type Financing type Amount in MEUR % share
1 Independent film production company High budget [3-10 mio[ 100% national 77.4 26%
2 Independent film production company Super high budget [10- 30 mio[ 100% national 67.4 22%
3 Independent film production company Medium budget [1- 3 mio[ 100% national 45,5 15%
4 Independent film production company High budget [3-10 mio[ Int. co-production 39.7 13%
5 Independent film production company Super high budget [10- 30 mio[ Int. co-production 28.3 9%
Other - - - 42.4 14%
Total pre-sales 300.7 100%

Source: European Audiovisual Observatory
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AT A GLANCE: HOW ARE PRODUCER INVESTMENTS DISTRIBUTED AMONG FILM
TYPES?

- PAN-EUROPEAN PERSPECTIVE EXCLUDING FRENCH FILMS

Figure 36. Breakdown of cumulative producer investments by financing and budget type of films -
excl. French films (2018)

Total producer investments
EUR 158 million

by budget type by financing type

B Micro budget [0-500'] B 100% national
B Low budget [500' - 1 mio[ M Int. coproduction
B Medium budget [1 - 3 mio[

High budget [3 -10 mio[

Super high budget [10 - 30 mio[

Source: European Audiovisual Observatory

Table 37.  Ranking of producer investments - top 5 film types excl. French films (2018)

Rank Form of producer inv. (excl. TV) Budget type Financing type Amount in MEUR % share
1 Independent film production company High budget [3-10 mio[ 100% national 35.8 23%
2 Independent film production company Medium budget [1- 3 mio[ 100% national 35.0 22%
3 Independent film production company High budget [3-10 mio[ Int. co-production 32.0 20%
4 Independent film production company Super high budget [10- 30 mio[ Int. co-production 16.7 11%
5 Independent film production company Medium budget [1- 3 mio[ Int. co-production 13.2 8%
Other - - - 25.4 16%
Total pre-sales 158.2 100%

Source: European Audiovisual Observatory
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NALYSIS OF FINANCING STRUCTURES — PRODUCTION INCENTIVES

4.7. Production incentives

4.7.1. Importance of production incentives as a financing
source

Methodological remarks:

Production incentives refer to the cumulative amounts of certified funds coming from national
production incentives. Production incentives can take many forms including cash rebates, tax
rebates or tax credits targeting production (service) companies as well as tax shelters which
encourage national private investments in film production. In contrast to direct public funding,
incentive funding is generally calculated as a percentage share of eligible production
expenditures and is refunded ex post.

In the case of cash and tax rebates and tax credits, a certain percentage share of the film’s
eligible local production expenditures is paid back to the producer. In contrast, tax shelters (or
tax allowances) offer an incentive for private investors to make equity cash investments in film
productions (either directly in production or through the acquisition of rights), allowing them to
reduce their taxable income base by the amount invested. In the case of tax shelter investments,
funds thus become available to the production up-front and are provided by private investors
rather than fiscal authorities or the state. Given their hybrid nature as equity investments and
soft money, tax shelter funds could in principle also be grouped under ‘private equity
investments”. However, in order to facilitate the analysis of fiscal incentives as a financing
source, they are shown in the “Production Incentives” section.

See Appendix 7.5 for detailed definitions.
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HOW IMPORTANT ARE PRODUCTION INCENTIVES?
- PAN-EUROPEAN PERSPECTIVE

Figure 37. Share of production incentives in financing of European fiction films (2018)

All sample films Excl. French films

Share of ‘
sample films ‘

M Films w/ prod. incentives L1 No prod. Inc. I Films w/ prod. incentives 1 No prod. Inc.
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Source: European Audiovisual Observatory

SELECTED INSIGHTS

m A total of 61% of the sample films were partly financed through production incentives
taking the form of cash rebates, tax rebates, tax credits, tax shelter investments or other
production incentives. Excluding French films from the analysis, this ratio drops to 55%.

m [ntotal, production incentives contributed EUR 270 million to the cumulative financing
volume of EUR 1.80 billion, representing 15% of the total cumulative sample funding
volume. Excluding French films, this share drops to 11% (EUR 113 million).
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HOW IMPORTANT ARE PRODUCTION INCENTIVES?
- MARKET CLUSTER PERSPECTIVE

Table 38.  Production incentives by budget and market cluster (2018)

Films with ) . Total financing Total % share
) Total ) % share films with . . .
All sample films sample films production rod. Incentives volume prod. incentives production
5 incentives Lt (in MEUR) (in MEUR) incentives
Small markets [0- 10 mio[ 55 14 25% 74.5 3.5 5%
Medium markets [10 mio - 50 mio[ 188 103 55% 388.5 473 12%
Large markets [>50 mio] 325 230 71% 1332.6 219.3 16%
Total production incentives 568 347 61% 1795.6 270.1 15%
Fil ith Total fi i Total h
. . Total fims w,l % share films with Ll UIEELS . ota . &3 al:e
Excluding French films ) production B volume prod. incentives production
sample films L ) prod. Incentives . ) - )
incentives (in MEUR) (in MEUR) incentives
Small market [0- 10 mio[ 55 14 25% 74.5 3.5 5%
Medium market [10 mio - 50 mio[ 188 103 55% 388.5 47.3 12%
Large market [>50 mio] 164 106 65% 543.7 61.8 11%
Total production incentives 407 223 55% 1006.7 112.7 11%

Source: European Audiovisual Observatory

SELECTED INSIGHTS

m  Analysis of production incentives by market cluster based on admissions volume shows
that production incentives are largely available only in medium and large markets, and
that production incentives play a comparatively limited role in financing films
originating in small sample markets.

m  Production incentives contributed 16% (11% excluding French films) and 12% of total
financing volume in large- and medium-sized markets, respectively, compared to 5%
in the small sample markets.

m The same is true for the share of the number of films benefitting from production
incentives. 71% of sample films originating from large markets (65% excluding France)
were partly financed by production incentives, compared to 55% of sample films in
medium-sized markets compared to 25% of small-market films.
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4.7.2. Forms and national origin of production incentives
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ANALYSIS OF FINANCING STRUCTURES — PRODUCTION INCENTIVES

BREAKDOWN OF PRODUCTION INCENTIVES BY INCENTIVE TYPE
- PAN-EUROPEAN PERSPECTIVE

Table 39.  Breakdown of production incentives by incentive type (2018)

% share % share of Amounts % share of % share of
All sample films Nr of films ’ production i ° production
of total ) § in MEUR total ) i
incentives incentives
Cash rebates 49 9% 14% 15.4 1% 6%
Tax rebates 130 23% 37% 120.3 7% 45%
Tax credits 107 19% 31% 56.4 3% 21%
Tax shelter investments 133 23% 38% 52.8 3% 20%
Other production incentives 1 0% 0% 0.1 0% 0%
Unidentified production incentives 48 8% 14% 25.2 1% 9%
Total production incentives 347 61% n.a. 270.1 15% 100%
Total sample 568 100% 1795.6 100%
% share of % share of
% share Amounts % share of
Excluding French films Nr of films roduction roduction
e of total p . in MEUR total p .
incentives incentives
Cash rebates 49 12% 22% 15.4 2% 14%
Tax rebates 25 6% 11% 13.9 1% 12%
Tax credits 107 26% 48% 56.4 6% 50%
Tax shelter investments 46 11% 21% 22.0 2% 20%
Other production incentives 1 0% 0% 0.1 0% 0%
Unidentified production incentives 14 3% 6% 4.9 0% 4%
Total production incentives 223 55% n.a. 112.7 11% 100%
Total sample 407 100% 1006.7 100%

Source: European Audiovisual Observatory

SELECTED INSIGHTS

m Tax rebates represented the clear majority of production incentives used to finance
theatrical fiction films, accounting for 45% of the total EUR 270 million in production
incentives - ahead of tax credits (21%) and tax shelter investments (20%), with cash
rebates for producers comprising 6% of cumulative production incentives.

m  Excluding French films, the picture changes, with tax credits representing the most
significant form of production incentives, accounting for 50% of cumulative production
incentives, followed by tax shelter investments from private investors (20%) and cash
rebates (14%).

m  The significance of individual forms of production incentives differs between countries
depending on the respective schemes offered with only few countries offering more
than one type of production incentive.
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BREAKDOWN OF PRODUCTION INCENTIVES BY NATIONAL ORIGIN

- PAN-EUROPEAN PERSPECTIVE

Table 40.  Production incentives by national origin (2018)

% share of

% share

Amounts

% share

% share of

All sample films Nr of films production i production
of total ) 3 in MEUR of total ) )
incentives incentives
Production incentives - national sources 332 58% 96% 235.6 13% 87%
Production incentives - foreign sources 74 13% 21% 34.5 2% 13%
Total production incentives 347 61% 100% 270.1 15% 100%
Total sample 568 100% 1795.6 100%

Source: European Audiovisual Observatory

Figure 38. Breakdown of cumulative financing from production incentives by national origin

(2018)

Production incentives - national sources Production incentives - foreign sources

Source: European Audiovisual Observatory

SELECTED INSIGHTS

m The analysis by national origin shows that 87% of cumulative production incentives
were provided by the main country of origin, and 13% were obtained in minority

co-financing countries.

m This is also reflected in the number of films financed with production incentives. While
58% of the sample films were partly financed by national production incentives, only
one in 10 sample films had foreign production incentives in their financing mix.
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