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GLOSSARY OF KEY TERMS

Automatic incentives are those in which if a production meets the minimum requirements set
by governing body of the incentive, they will automatically receive the incentive based on a
first come first serve basis.

Capis the budgetary limit to which amcentive will pay outFor example, the Norwegian
incentived €ap is based on how much the Norwegian government is willing to fund the
incentive in the current year.

Cost-Benefit Analysis (CBA)is a method of economic evaluation that comparése
social/public welfare costs armenefits which arise from a number of different policy options.
It measures both costs and benefits of an intervention in monetary terms.

Cumulative resultsare results that have beesummedacross a number of different years

Direct impacts of the economic uplift in terms of the output, value created (GVA) and jobs
within the film and televisiorirms resulting from the increase in production expenditure

Full-time equivalent (FTE) jobds a consistent measure of employment that accountsifart

time and fulltime working patterns and temporary or contratitased workers. This is based
onayearOl OT A AT A OPAOI AT A1 68 AAEETEOQGEIT 1 £ &4 %
working full time on a threemonth contract, this would be counted &25 job. SPI adopt this

approach as it enables comparison across industries and countries

Gross Value AddedGVA) is a measure of the value that is created by economic activity. It is
the difference between gross output and intermediate inputs; at a o level, it aligns to
Gross Domestic Product (GDP)

Indirect impacts of the economic uplift in terms of the output, value created (G¥AJ jobs
effects observed in sectors that supply goods and services into the film and television
productionsector.

Induced impactsof the economic uplift in terms of the output, value created (GVA) and jobs
supported by those working in film and television production activity and supply chain
spending their wages in the economy.

Net Present Value(NPV)is the difference between the present value of the benefits to the
present value of the costs. It is the presentueas a discount rate has been applied. When a
NPV is positive the benefits outweigh the costs.

Nominal results are those presented in the price year that correspond to the data year.

Output in economics is a measure of the results of an economic pranestable for sale or
use elsewherandis a measure of activity.

Real results are those presented in a constant price year (e.g. 2022 prices) to adjust for
inflation.

Return on Investment (ROI)is a ratioof the net cost of theincentive (total incentive net of
direct tax receipts) with the GVA impadffects. It is a measure of GVA return pBIOK
invested.

E /1 OAR@EE30) 24"February2023 1



1. EXECUTIVE SUMMARY
1.1.  Study Overview

In September 2022, international screen sector consultancy OlsEe@ )SPG @h ET DA OOT AC
with Proba2 A O A Arbokdd QihO x A0 AT I T EOOET T AA AU OEA .1 OxA
NOAIMBGU jOO O1 A AcCobdinit Assessméxif thedNorwegian film and series
productionincentivej O Bidy®( 8

The broad assessmenalso considerdD E A E T sAeBdndinie Ordpdtational, and cultural

impact, as well asvider impacts on Norwegian film anddlevisionworkforce and industrial

supply chain Where appropriate, these elements are drawn together into a dmetefit

AT Al CBr& Qhj ®EOET HOOG0ADAITI UOGEO Al 01 DOAOGAT OAA Ol
CBA.

1.2. Context of Study

Governments around the world are increasingly paying particular attention to the film and
television sector, with global production expenditure at near record levelbeTgrowth curve
is expected to flatten in the short term, yet forecast to grow thereafter.

The film and television production sector is increasingly recognised as a key component of

economic growth strategies. Related activity delivers economic valu¢hrough the large

amount of spend that can be rapidly injected into an econaimypugh a large supply chain

The sector also creates highly skilled, highly paid, mobile employment, with a diverse range of

Ol 1 A0 OEAO 1 £0AT AT 1 6 Occezd BdEvalde isfachiveEvihife @IbE OU A
typically delivering an attractive economic return on public investment

There are also wider social and cultural benefits of film and television productioThese

include using film and television production as paf national branding and leveraging
AAPEAOGETT 1T &£ A Al 01 00U 11 OAOAAT Oi AOOOAAO E
Ol OOEOiIi 68 &1 0 AgAipi Ah cCcilT AAT AOAEAT AAO EAOA
Norwegian life, as well as plades AOAT 0O0h AT A AAAOOOAO 1T £ COAAOD
and heritage.

Film and television production incentives are a proven, key policy lever to stimulate

production activity through attracting inward investment from international productions, as

well as serving to stimulate domestic production activity. There are currently more than 100

active automatic incentives across the globe, including 54 at the national level.

1.3. The Norwegian Film and Series Incentive

The Norwegian film and series productidncentive is managed by the Norwegian Film

Z A 2 A~ A

to eligible expenditure and production protocaols.

The aims of the Norwegian film and series production incentive focus around boosting
large international production, stimulating growth and providing opportunities for the
workforce to develop. In addition to these economic and industrial aims, the incentalso
aims to promote Norwegian culture, identitpistory,and nature.

The current incentive allocation varies each yeardepending on the overall budget limit

(currently NOK 100 million) and the existing commitments. There is a misconception in the
indOOoOU OEAO OEAOA EO A ./ + Xod (1 EITEIT AOACAC
jurisdictions (i.e., that there is NOK 100 million available in incentives each year). The actual
available budget is significantly less than that (e.g., NOK34tillion in 2023). This causes

confusion and unpredictability.

E /1 OAR@EE30) 24"February2023 2



The available incentive allocation is modest compared to other competitor jurisdictions

and subsequently the scheme is highly oversubscribedn 2021 and 2022 only one in four
applicants received funding. Thealue of rejected applications was NOK 900 milliar2021

and NOK 724 million i2022 Not all of these were lost to Norway, as it includes repeat
applications however many either went elsewhere to shoot or simply did goiahead Since
2016, between two and eight projects were supported each year. These tend to be large,
international productions shooting on location. There is a roughly even split between feature
films and drama series, with recent years having morerimiional drama series receiving the
incentive.

While the incentive isrecognised as arucial factorin bringing large international and co
productions to Norway, it is identified by the industry as a critical limiting factor to future
growth . A survey dincentive applicants ancecipients found that only 7.8% of expenditure by
productions which received the incentive would have happened in the absence of the scheme.
The modest incentive available limits tlhigowth of theindustry in Norway, with the Sty
providing evidene that significantly more production would be brought (and repatriated) to
Norway if the incentive allocation was increased and made nameessible

1.4. Policy Scenarios: Forecast Expentlire

This study considers the impact of four polig scenarios Figurel providesan overview of
these scenarios, including core assumptions.

Figure 1z Overview of Modelled Policy $enarios

Scenario 1: Business as Usual Scenario 2: No leentive

- No change to existing schene 25% - Assumes after 2023, the incentive
rate, application process unchanged programme is removed, and no significant
international or ceproductions are

- Assumes the funding available for the supported by the scheme

years 20242029 would be an average o
the annual allocation between 2020 ang
2023, and the actual incentive payment
are 75% of thallocated.

- Assumes the number of international and
significant ceproductions would reduce
dramatically, with less tAhn 10% of
expenditure seen under the scenataking
place(evidence for this ichapter3.7)

Scenario 3: Stepped increase,

Scenario 4: Uncapped, automatic

automatic incentive

- Uplift of the annual incentive payments
to NOK 100million in 2024 and 2025.
Then annual uplift of NOK 50 million in
2026 and 2027, followed by a smaller
increase of NOK 25 million in 2028 and
2029

- Assumes all allocation is spent and
expenditure is x4 the incentive value an
the incentive is automatie all
productions which meet the basic
minimum requirement receive the
incentive on a first come, first served
basis

- Commitment made by government on

the amount of incentive available for=3

incentive

- Uncapped scheme to align with many

countries with no upper limit on funding
budget. Incentives available to all
productions which reach a basic eligible
spend threshold

- Assumes production activity is limited by
other constraining factors, including the si

,,,,, CE T
and wider production infrastructure, plus
the cost of producing

O

- Assumes production expenditure will grov
in line with stgped increase until 2026,
after which production would grow by NOK
200 million a year unit2029.

E /1 OAR@EE3O0)
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yearsto de-risk investment and give
industry certainty.

SPI predicts a significant increase in production expenditure as a result of a stepped
increase and an uncapped automatic incentive scenario. In contrast, stagnant or
potentially decreasing production expenditure is projected under the Businesas Usual

and No Incentive Scenario, respectivelFigure 2)For the period up to and including 2023
estimated expenditure figurearebased on data from the NFI about successful applicants. The
policy change is modelled to start in 2024. SPI and Proba thereprojected expenditure from
2024 against each scenario informed by previous expenditure patterns, evidence from
consultations, a survey of producers and knowledge of the international sector.

Figure 2z Projected Expenditure under Scenarios, 2022029 (NOK, million, 2022 prices)

Scenario 1: Business As Usual Scenario 3: Stepped Increase )J Scenario 4: Uncapped, Automatic

1,500 1,400

1,000

5oo

19 19 19 19 19 19

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Scenario 3: Compound Annual Growth f Scenario 4:  Compound Annual Growth

20.1% Rate for 2024 - 2029 28.5% Rate for 2024 - 2029

Source: SPprojections andestimates based oNFldata
1.5. 4EA )1 Adkcdn@niicindpéce®
AEEO %AT T 11 EA FIRBPA AD@OIARL-Guipilt @ECD agpi©ach.This uses
estimated and forecasproduction expenditure data to drive a specially developed economic

model and builds on previous work on the impact of the incentive in Norway.full
methodology and glossary of terms is found in the appendix

To date, the Norwegian film and seriesincentive has had a reasonable economic impact
regarding the main economic measures and a strong Return on Investmept O 2 / I theq
four years between 2020 and 2023, the incentive is estimated to lsapported NOK 967
million in direct output, NOK 638 million in the supply chain (indirect) and NOK 498 million in
induced output, caused by the spending of wages in the economy. The total GVA footprint of
incentivised productions is estimated to be NOK 8ddlion, including NOK 390 million in
direct GVA, 257 million in indire@VA and 201 million in induce®VAbetween 2020 and
2023. In 2023t is estimatedthe incentivewill support 69 direct FTE jobs, 46 indirect FTE jobs
and 36 FTE jobs through inded effects.

1Economic Impact of the Norwegian Film Incenti@sberdSPI, 2017

E /1 OAR@EE30) 24"February2023 4



The ROlis a measure of how much economic value (or GVA) is created per NOK 1 million of
investment in the production incentive The ROI figuresiisplayed inFigure 3 show the
substantial GVA ROI of the current incentive with each NOK 1 million invested; a return of NOK
2.1 million in direct GVA, NOK 1.4 million in indirect GVA, and a further NOK 1.1 million in
induced GVA, creating a combined ROI of 4.7 (figures dewmm due to rounding).

Figure 3z Economic Return on Investment (Direct)ndirect, and Induced), 20262023

NOK 2.10
GVA Value

NOK 1

of Net* Investment

Direct Impact 2.1ROI

in the production supports
Incentive

NOK 1.10
GVA Value

OVERALL ROI

*Cost of incentive minus

Induced Impact 1.1ROI

direct tax receipts

Numbers may not sum due to rounding

would have a significant impact on the output, GVA and FTE jobs supported by the
incentive Figure4. The total GVA impact for a stepped uplift (scenariavBlld be 2.8 times

that of the business as usual (scenario 1), and 3.4 times for an uncapped scheme (scenario 4).
The overall economic impact would grow over time in line with the expenditure levels as the
supply chain and workforce develop.

Figure4 z Summary of Economic Impact of Scenarios, 2022029(2022 Price¥

Direct Indirect Induced Total
Scenario 1 590 390 300 1280
Business As Usual !
o
&2
S~
o ¢t
o .2
qa =
& E
- .
83 Scenario 3
3_ r4ll Stepped Increase
N
° -
N Scenario 4
Uncapped, Automatic 2,100 1,080 4,560
Direct Indirect Induced Total
Scenario1
) 100 8o
Business As Usual
w
£
-l o
- o
u
T Scenario 3

Stepped Increase

Scenario 4 8
50

Uncapped, Automatic

24EA OET OAOOI A1 08 EO AOOEI AGAA O1 OEA OiI OAl AT OO 1 £ OEA
result from the production activity.
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The economic impact methodology does not directly feed into the C&8#apter1.7), as many

of the economic benefits identified here are not able to be included in a CBA due to
assumptions about the substitution of labour. Nonetheless, the results presented in this
chapterare included as part of the suite of evidence for policyerakand also to provide an
approach that is consistent with practice around the world.

16. 4EA )1 AAT OEOGA8O 7EAAO )i PAAOD
1.6.1. Workforce and Competence Development

The current incentive has provided valuable work and training opportunitiesfor the
Norwegian industry. 30) 8 O OA OA A O héentivisAdiwkakdl ploductionE Ardvide
unique developmental experiences that come from working on larger international
productions bringingtogether highly skilled and connected heads of departments, as well as
enabling peoge towork with cutting-edge working methodsnd technology.

However, the relatively low volume of incentivised productionsbeing able to access the
incentive has limited the potential opportunities for Norwegian crew. Positions on large
scaleproductions are very competitive and not available to all.

The Norwegian workforce would benefit from an incentive design that enabled &igher

volume but alsowider range of production sizes A greater number of mediursized projects

would provide valuald continuity and experiences between larger productions shoots,
AOPAAEAT T U A& O AOAAT AT AROOh AO xAll A0 AAET «
workforce and wider production infrastructure capacity. An automatic incentive with a higher

annual budgt (as per scenarios 3 and 4) would provide the space for smaller productions to be
incentivised to come to NorwayAdditionally, in past years crew have emigrated from Norway

in search of employment opportunities. Under a scenario with a greater volofnpeoduction

andlarger budget worksoming to Norway, michof this workforceis likely to return.

A stepped increase in the incentive allocation would enable the workforce to adapt
#OOOAT OT U . T OxAUBO x1 OEAI OAA AT KdeadeindwakdA OA OE
POl AOGAOGEIT 1 08 4EAOAA&EI OAh AT U AEAT CAO O OEA EI
workforce to respond and grow with increased activity. It wlasrefore argued that a stepped

increase (as per scenario 3) with periodic re@dewx I O1 A AA AAOO OOEOAA Ol
workforce.

1.6.2. WiderIndustry Development

The incentive has had some positive impact on the Norwegian film and television
production infrastructure. However, this has been limited by the current conditions As

with workforce development, an irregular pipeline of incentivised inward productions ha
hinderedthe development ofambitious infrastructure plans. Potential private investors would

be more confident in their investments in new studio builds or stedipansions if the scale of
inward productions was more predictable and of greater scale. A higher annual budget for the
incentive (as per scenarios 3 and 4) and the consequent increase in production would help build
confidence in investments for new compias, new departments, new services, and new jobs.

There has been some growth in Norwegian businesses servicing the film and television

sector. However, this hasalsobeen limited by the current conditions. The unpredictability

of the incentive means it isurrently high risk for vendors to invest in permanent staff and new
ANOCGEDPI AT O AO OEAU AAT 860 AAAOOAOAIT U A& OAAAOO £
(as per scenarios 3 and 4) would help to attract higher levels of production and builderuafid

in any investments they make to scale their business.

E /1 OAR@EE30) 24"February2023 6



1.6.3. Screen TourismNational Branding and Cultural Value

Several incentivisedproductions have attained international reachand acclaim providing
valuable opportunities for national branding and screen tourism through exporting the
natural landscape, culturdieritage, and character of Norway internationally. This has also
deliveredculturalimpactsbyODET x AAOET ¢ . 1T OxAU8O OEAE EAOEOACA
Reaching international audiences ha meant the incentive has contributed to boosting

I OxAUB O AOOOAAOEOAT A Othe At ndtabl® éxénPlEsTbme AKO OET A C
big budget productions such adission Impossible: Falld@018) which, despite not being set
in Norway, serned to addA OOEOA .1 OxAUB8O DOEUOEAA]I SBAAOOU
productions led to significant additional interest in the Norwegian locationghichthey were
filmed.

The low volume and international focus of incentivised productions means there is
potential for an enhancedincentive to further support national branding and potential
cultural value. While incentivised productions hawmpact on national brandingnd cultural
value the potential scope of impact is restricted when the productionesianot contain
identifiably Norwegian elementsA relatively low percentage of incentive funds have gone to
Norwegian ceproductionsand/or productions baseth Norway, given the fierce competition
for a small allocation of funds. A higher annual budget p&r scenarios 3 and 4) would both
increase the volume of productions, but also provide more opportunity for domestic co
productions with Norwegian elements to access the incentive and be used as part of national
branding initiatives and provide culturaklue to domestic and international audiences. An
automatic incentive would particularly reduce the likelihood of Norwegian productions being
overlooked or having to be produced elsewhere.

1.7. Cost-Benefit and PlusMinus Results

There are several methodological and practical challenges in applyng the CBA
methodology in the context of film and series incentive policies The approach does not fit

well with a policy which seeks to influence the industrial mix of a country as labour market
effects are assumed torewd out activity elsewhere in the economy. Also, the unquantifiable
and nonmonetisable benefits are excluded. There are no examples of the CBA approach being
used successfully in this context and only emerging practice around cultural policies.

Under CBA, there are no scenarios in which an incentive would return a positiveen
Present VAT OA | Seor@whénQider non-quantifiable benefits such as workforce,
industrial development and cultural impact are excluded.Scenario 2, the no incentive
scenario, returns a zero Partial Net Present Value Sas¢he overall costs and benefits of the
industry cancel each other out. Comparing the threther scenarios, the Partial NPV score is
best (least negative) for the scenario 1, the business as usual scenariowagsifor scenario

4, the uncapped, automatic scheme optioithis is because as the expenditure and the
incentive payments increaséhe incentive payment grows in real terms, worsening the Partial
NPV score. This becausenany positive impacts which grow with the scale of the industry are
not included in this quantified assessment.

Due to the exclusions and limitationd)e CBA approach is nohelpful for informing policy
decisions.4 EAOA £ OAh 30) Al A-cGO0DADA AOAAOOI RE OAOEADC

3The Net Present Value is the difference between the present value of the benefits to the present vilee of

costs. It is the present value as a discount rate has been applied. When a NPV is positive the dagmedits the

Al 00608 yO EO A OPAOOEAI 8 OAI OA EI OEEO Ai10AgO AAAAOOA
potential to be sigificant.
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costs and benefits for which it has not been possible to estimate a tigetk figure. The
approach is subjective but is used in Norway when CBA analysis is not apglicable
Figure5001 | AOEOAOG OEA AT i AET AA POAMED OB AmitAwD EG EAA
a quadrant. Note that the scores and values resulting from CBA and-Rlimis assessment

are not directly comparable, as CBA results are in quantified monetary values antPius

results are scores. However, the quadrant allows the information and ordering ofseacdlario
to be displayed and the scenarios compared.

Figure 5z CostBenefit and PlusMinus Summary Visual

Max. NPV
Score

oS

Max PlusMinus
Score

. Scenario 1:
Business As Usual

Scenario 3:
Stepped Increase

. Scenario 4:
Uncapped, Automatic
J-

The CBA results are mitigated by positive Plus-Minus result for scenarios 1, 3 and 4
Scenario 3 and scenaridhdve equal Plud/inus scoring and scenario 3 has a better NPV score,
which suggests thascenario 3, the stepped uplift, is preferential to scenario 4t this stage

of industrial development.

1.8. KeyRecommendations

30)80 EAU OAdkd sktiolk belovikThésé aredin three groups. The first relate to
major changes to the incentive, particularly around its level and design. The second set of
recommendations are maden the assumption that the current incentive level and design
continue, and recommends ag§tments to make the existing scheme more effective. The third
relate to further data collection and researcBhapterl1l provides further specifics on these
recommendations.

1.8.1. Major Improvementsincentive Level and Design

1. Implement a significant stepped increase in annual budget allocation, in line with
scenario three where there is an uplift in annual incentive payments to NOK 100 million in
2024 and 2025, followed by an annual uplift of NOK 50 million in 2026 and 2027, followed
by a smaller increase of ®K 25 million in 2028 and 2029. SPI recommend that the
subsequent impact on production levels is monitored befeaehstep change.

2. Remove the annual application deadline and make the incentive automatjan favour of
rolling applicatiors, asseen in many jurisdictions globally. This needs to align with

“Including OslsA T 1 1 ROE4AAUGENnincav insentivordninger for filmog TV:produksjon
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recommendationabove with astep change in annual budget allocation to ensure there is
sufficient funding available each yedrhis may not align to the existing budgetary rules;
however, &I recommends this as the best approach for effective policy that aligns with
how productionsare planned.

1.8.2. Minor Adustments: Improvementdo Current Incentive Scheme
3. ClaifyET x OEA EAAATI ET A AT 1 @Adpplicantshahd ifdéstyimor® A A b &
widely. SPI recommends removing the complicated calculation formulae (which

incorporates previous commitments) and preserg a predictable annual budgdevel of
NOK 100 million.

4. If there is no change in the incentive level and/aselectivity (which SPI recommends in
point 1 and 2 above), there is a case teduce preferable scoringfor productions with
higher budgets for Norwegian spend allowing a mixture of large (over NOK 100Gillion
and mid-sized productions (~NOK 3@0 million)to access the incentiveThis will help
develop the current level of capacity and capability within the domestic ingusts well as
the potential to allow more cgroductions to energe whichpromote N Ox AU8 O A OI 00
identity, history, and nature.

5. This studyalso consideed whether the incentive design should be adjusted to promote
green production, production in the regiosd drama serieghapter4.3). While there are
strong reasondor the incentive tosupport these objectivesSPI recommend these are
best achieved through alternative methodsat the current time.

1.8.3. Related to Data Collection and Further Research

6. Undertake a detailed review of theproduction capacity and capability of the Norwegian
film and television industry andidentify howthis mightneed to adapt to servickrger and
more diverse types of productioactivity and expenditure.

7. NFI to work closely with the Regional Film Funds film centres and regional film
commissions to track incentivised and norncentivised spend in regionalparts of
Norway, to evidence a need for amggional preferential incentive measures.The NFI
should also support the implementation of tracking of green production and carbon
calculators.

8. Undertake a follow-up Economic Impact Studytwo years following any significant
incentive design changdo assess effectivenesKey metrics to includechanges in
incentivised production expenditure in total and the different regions oNorway, Gross
ValueAdded (GVA), output, FTE jobs supported, as well as on screen tourism and
workforce and industrial development.

E /1 OAR@EE30) 24"February2023 9
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2. INTRODUCTION
2.1. ResearchBrief

In September 2021, international screen sector consultancy Ol§fefy) SPR @ x A O
commissionedi ET DAOOT AOOE E D Prebad0ththe Bdrwedian RMAISIAE OAE | ¢
# 0Ol OO0A ATMOmYWN GA 1 EAT UAdeaBORpadk asdessmdrdf the Norwegian
film and series productiomcentive(the Studyé Q 8
The Studyis broken into three interrelatectlements
1. 1 OOAOOI AT O 1 Adied &ndviiderAndphos,Endlddmgdwithin the following
areas:
0 Economic including effects on uplift in production expenditu@jtput, GVA,FTE
jobs, supply chain effects, and screen tourism
o Social: including increased knowledgeskill, and experience forNorwegian
workforce; increased international cooperation; effects on national branding
o Cultura:ET Al OAET ¢ OEA OAITEITC T &£ 001 OEAO xEE
and/orlandscape
2. A Cost-Benefit Analysis ((CBAG) of the incentive scheme considering:
0 The current economic and regulatory framework
0 A gradual increase of the scheme
0 An automatic/rightsbased scheme.
3. Assessment of the effects of changes in the design of the schemiacluding how such
changes will affect the CBA aradtainment ofthe scheme's goa® The analysis considers
the following types of changesstronger emphasis on green productioprgronger
weighting of drama series vs. film productionsnd hgher production rates in given
regions.
30)80 AOOAOOI AT o 2820 @AtteGetraspedtieCassésgment of costs and
AAT AEEOO O1 ET £ O0i OEA ~ AOOET AOGO Wéecdhan@Al 6§ DO
impactassessmerg are modelled ongars2020 to 2029The CBA policy options are modelled
on years2022 102028

2.2.  Status of this Report
4EEO EO fiddtrBpor8 SPOahdIFGoba thank the MOC foethinput in previous drafts.
2.3.  Our Approach

SP| with support fromProba undertook awide-ranging programme of research and analysis
includingreviewingexisting research anthrough new primary research

Our approach included:

1 Creation of aResearchFramework. Working with the MOC,his specified the key aims
of the Study, identified the policy options to be testezhdthe key CBA compaoents, as
well as thetimescales for analysig.his included reviewing ove&0 studies and guidance
documents from Norway and best practice internationally (see Appendix 3 Bibliography)
1 Review of the production and incentive dataprovided by the Norwegian Film Institute
(ONFI9). This included suppoed projects, as well as those who applied but were
unsuccessful
1 In-depth desk research reviewing a wide range a&levant policy and sector reports,

national policies foenvironmentalsustainablity and industry innovation

*4EA ET AAT OEOA OAEAIcha@ed3.1CT AT O AOA AAOAEI AA EI
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1 28 one-to-one confidential consultations with individuals workingn industry,policy,
and research, providing valuable qualitative insightsd testimonies on theffect the
incentive is having, and whaimpact mght be possible withadjustments in the
ET AAT OEOAS8 O AAOGECI

1 Anonline OA A A E O BurveyBdf prédlctions who applied for and/o have been

supported by the incentive, assessing its significancehi scale and viability aheir

projects

Production expenditure and incentive paymentmodelling under eactpolicy option

Full Economic ImpactAnalysis

COstBenefit Analysis

Write-up of findings and recommendations

= =4 =8 =4

2.4. Context of Study
2.4.1. Overview ofthe Growth of the Global Film and TelevisiofProduction Sector

This Study comes at a time when governments around the world are paying particular
attention to the film and television sgor as a key component of economic growth strajeg
and as a vehicle for broader societal impacbnsequently, governments hauseenactively
invesing in enhancingthe attractiveness of their jurisdictions as locations for production. This
increasedocusonthe sector is the product of four distinct factors:

1. Theintensifying global consumerdemand and access to visual contenfrom Video on
Demand (/oD9) streamers and traditional studiend broadcasters

2. Government recognition that screen content production playsraque role in delivering
economic valuethrough the largeamount of spendthat can berapidly delivered toa
location and then spread throughout the economy via tbignificant volumeof cast, crew
and vendors employed in a production

3. As a specialised and fleddoted manufacturing activity, screen production creates
modern, highly skilled, productive, and mobile enployment. These jobs are less at risk
of being replaced byl or robotics

4. HIim and televisionproduction typically deliveiing an attractive return on public
investment, alongside a variety of other economamd strategic impactsThese include
increasng inward investment, stimulahg tourism, helpng national branding, and
enhandng soft power and cultural impacts.

There has beem @elugedof film and television production on a global lewelrecent years
driven by demand for all types of content fromonsumers and investors alikeslobal
production spend marked a record level of US$billion in 2019, and whilst this was disrupted
dueto@VIDXi h T ATU T &£ OEA x1 01 A0 1 AET O 1 AOEAOO
record levels.

The unprecedergd growth in production has been tempered to a degreerbgre recent
challengesAlongside current global economic uncertainggctorspecificchangeshave been
occurring Lower than expectedgubscription growthhas dampenedambitiousspending plans
for some streamers, whilst corporate strategyvots have in some cases prioritisegarterm
profitability at the expense ofncreagd content production At the same time,production
costs have been rising across mgusisdictions

® Global Screen ProductignThe Impact of Film and Television Production on Economic Récone@DVIELY.
/1 OAA O C'Wme 081. Aécéssible atttps://www.o-spi.com/projects/economidmpact-studiesresearch
and-evaluationtly9lh
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Despite thesechallenges, production expenditure levels are forecast to continue to grow in the
coming years, anchored by resilient underlying demand and intense competition for market
share "Indeed, there remains significant consumer growth potential in certain glabgions.
According toPwC data, the broader global entertainment and mediactor is set for strong
continued growth over the coming years, with a compound annual growth rate (CAGR) of 4.6%
in revenues between 2021 and 2Q2fiioting, @he vastentertainment and mediacomplex is
growing more rapidly than the global economy as a whole. With each passing year, more
people around the world are spending more of their tinstention, and money on the
complex and increasingly immersiwatertainment and mediaexperienceghat are available

to them.o®

Appendix 2 providesuirther insights and data on thgrowth of the global film and television
production sector.

2.4.2. Growth of Productionincentive Progranmes

One keypolicy lever to stimulategproduction activityhas been through the use dilm and
televisionproduction incentives, whiclplay a decisive rolen where productions aréocated
around the world as well asening to stimulate domestic production activityncentives are
increasimgly recognised by governments as an efficient and strategic tool to attract-kaghe
inward investment, strengthen local production sectors and build skdleployment, and
infrastructure.The strategic value of film anglevisionproduction is undertied by authorities
continuing to make improvements to existing incentives or introduce new systeindeed,
there are more than 100 activeutomatic incentives across the globe, including 54 at the
nationallevel (Figure6).®

Figure 6 z Number of Automatic Incentives Globally, 20172022

107
98 97 97
86 92
10 10 12 ii
7 11 11
10 12
26 il ol 32 33
32 33 33 30 35
2017 2018 2019 2020 2021 2022

m US States m Europe mCanada m Asia / Oceania i Latin America/Caribbean = Middle East / Africa

Source:SPI1(2023)

"Content Spending Levels at Top Media Companies: 2023 Fafadasy, 25" November 202. Accessible at:
https://variety.com/vip/contentspendinglevelsat-top-media-companies2023forecast 1235440145/

8 perspectives from th@lobal Entertainment & Media Outlook 292226 PwC, 13" June2022 Accessible at:
https://www.pwc.com/gx/en/industries/tmt/media/outlok/outlook-perspectives.html

°Global Incentives Index 2022 | OAAOCE30) h AcdegSiblé AAO wWowws
https://staticl.squarespace.com/static/5f7708077cf66e15c7de89ee/t/63615f3126bb65501aalb2a4/1667325769870/
Global+Incentives+Index+202P1-01.pdf
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The overall aim of mincentive is to attract productin. However, thisalso relies on the
interaction of elementswithin a wider ecosysterin which incenives are just a parOther key
elements include thecompetence and provision of crevand infrastructure, effective
marketing, and promotion,as well aother supportingfinancial and strategigoliciesto help
determinethe desirability of gurisdictionas a production location

2.4.3. Overview of theNorwegianHIm and TelevisionSector

Norway has a growing film and television sector, with domestic productions and co
productionssuccessfullyeaching international audiences, andslow, butgradualy increasing
international inward production output.

Despite its sectostill beingrelativelysmall in size, Norway has produced several notable titles

in recent yearsTheWorst Person in the Wo@021)was nominated oOEA O0AIT I A A&/ O /
2021 Cannes Film FestialdBest Foreign Language Film and Original Screenplay at the 2022
Acadeny Awards Troll (2022) was one of the most streamed nré&mglish language films in its

year of releasé®whilstNorsemerf2016) received significant critical acclainoth domestically

and abroad. On the international fronhe producers ofmajor Hollywoodilms such asNo Time

to Die(2021)Mission: ImpossibleFallout(2018), andDune(2021) have all chosen Norway as

production locations.

I OxAUG O O Grddidiion Guiputhas BEeerEhelped by its production infrastructure,
a skilled workforce and its productiosupply chain Inward productiors are particularly
attractedto. T Ox AUGO T AOOOAIT 11 AAOBpkadkiycrdw. A DPOAOGAIT AT A
As with most coatries, muchl £ . T Ox AU8 O Andubtryid dorcentiafed iAOE OET 1
capital,Oslo,accountingfor 79 of total Norwegian turnover in 2018Along with being home
Ol TATU T £ .1T0xAUBO DOI AGAOGEI T Al i DAOKAOB OEO
crew base and production infrastructure, such as studio facilities and equipment rental.
However, there is less concentration in Oslo and more dispersion across the country when it
comes to international inward production. This is due to #fppedof. | Ox AU O T AODOOAI
to international productions with popular locations being found in regions away from the
capital. Western Norway is the most significant beneficiary of this, witlijidsds, mountains
and rivers all being popular settingsrf@roductions. But even within inward investment,
significant disparities remain, and regions such E®ndelagand Northern Norway see a
disproportionately small level of production activjtyvith veryfew international productions
madein these locations

VGrols " AAT I AO . AOAE EapisDFilmMa@®, Decentbéy 1%A2022 Adcéssible at:
https://variety.com/2022/global/global/trolhetflix-most-popularnon-englishfilm-123546096 3/

1 The storytellersg Ambitions, finances and structures in the northern Norwegian film industBusiness School
of UiT, January 2021
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3. CURRENT INCENTEVSCHEME
3.1. Aims and Operations

The Norwegianfilm and seriesproduction incentive was established in 2016, following
consultations with the Norwegian film industry and general public. The policy aimsleag\c
set out in the regulations for the incenti8The goals can be summarised follows:

9 Increase the number of large international film and production series production in
Norway

Promote Norwegian culture, history and nature

Increase the experience and knowledge of Norwegian film industry
Stimulate growth

Promote a sustainablorwegian film industry

Increase international cooperation.

= =4 -4 4 9

These policy objectiveslemonstrate the underlying rationale for intervention around
specifically, the opportunity to develop and grow an industaipdto securea share of a global
production ctor. This industry development in turn leads to beneficial fmarket impacts
(externalities) including skils development and culturadnd reputationaimpact.

The scheme is operated by théFland offers a 25% cash rebate on eligible expenditure in
Norway withthe funding provided by theNorwegian ParliamentThere isa limited budget
available for the incentiveThere is also an annual deadline in November for applications
wishing to accessthé&el 1 1 1T xET ¢ .UAAOG6O AOACAOD

The scheme iselective and projects are scored against a set of criteria (see Figuwth only

the top scoring projects being successflihe assessment criteria for the scheme are published
on NFMwebsite, howeverthe weighting or prioritisationof these criteridgsnot publicised There

is a perceptiorin the industrythat productions with the largst budgetsare prioritisedin the
selection.

Figure7 z Norway Film andSeries) 1 A AT AsEe€shéntCriteria

Total budget for the production

The budget for production in Norway

The production's international distribution

SEAOA 1T £ POEOAOGA A1 Al AET ¢

SEAOA T £ ET OAOT AGET 1T Al A&l Al AET ¢

To what extent the Norwegian budget share vgiltengthen the Norwegian film
industry

Added value beyond the actual production

= E R N

Source: NFI website

12Regulations on finaral incentives for the production of international films and series in Ndveayegian Film
Institute, 18th June 2021. Accessible at: https://www.nfi.no/eng/grantsfundingiitieentive-
scheme/_/attachment/download/d837a9f8058-4455ab2d-
2201f7e9562a:bBP01ea3807e2d85f657464b5ed2e552feb8fb/Regulations%200n%20financial%20incentives%20
Norway%20(1).pdf
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3.2.  Available Allocation

In its first year, 2016, the incentive scheme was allocated NOK 45 million by ahgegian
Parliament and this figure has riseover timeso that, in 20D, the totalavailable to allocate
to productions was NOHKQ0 million (Figure8).

Figure 8 z Allocation Available for New Projects 2016-2023, million NOK

55.9

2016 2017 2018 2019 2020 2021 2022 2023

31 OOAAd 30)380 @21 UGEO 1T &£ . &) AAOA
The size of the incentive scheme has changed over time, Wetarding maximum new
commitments and actual useia payments.

The actual payments from the scheme varied, partly due to variations in the time lag between
the commitments from NFI and thactivities in the projects that received funding from the
scheme.

As from 2021, the financial limitations of the scheme changed. There is now a limit on the
AOT A5O O1 OAT 1 0000 AlrrdAnElimiCis NMOK 100D h, But paesnent E A
decides on the level annuallyas part of the national budgét 4 EA &£O01 A6 O AADPAAE

commitments nowpartly depends on the time lag between former commitments and the
payment of the funds

The applicants to the fund have no clear incentives to anncbmmitment from NFI(i.e.,
cancel commiinents to incentives from previous yeargven if the applicant no longer plan

to utilise the scheme. In thierms of the scheme, it is stated that the individual commitments
by NFI shall be time limited, ensuringahthe scheme is nateserved by expirednd outdated
commitments. However, the new regulation of the scheme, effective from 2021, makes the

capacity of the scheme to make new commitments more variable and less predictable than it
was before.

There is a widespreahisconceptionin the industry that theNOK 100 million limitvorksin

the same manner aanincentveDAADS Ei |1 QEcddbelief@atkere s RAKOIBIG T O
million of incentive available each yedrhe formulafor calculatng the allocated incentive is

too complicated tocommunicate with industrywith the variable nature of available funding
making the sum available to new projects difficult to predidhis makes it very difficult for
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producers to plareffectively, and insteadhey areattracted to more predictable incentivaa
other jurisdictions

3.3.  Supported Projects

The incentive schemewas introduced in 2016, specifically to target large international
productions and significant Norwegian Gooductions'® Between 2016 and 2022, 25 projects
were successful in their application and ultimately shot in Norway This excludes four
projects which were successful in their incentive application, but subsequently did not shoot in
Norway.

In most years, two orthree projects were furded (Figure9) z with the exception of 2017 and
2020.However,2017 is largely viewed as an anomaly as it was only the segeeardfor the
incentive and the timescales for producers were condensed, resulting in a larger number of
smdler shoots. Two-thirds (68%) of all projects supported by the incentive were
international projects. Industry consulteedor this Studynoted an evident preference for
larger scale international projects compared to a higher number of smati&-range
Norwegian Ceproductions during the application scoring process. Consultees saw this as
being driven by historically international productions accounting for much higher levels of
expenditure in Norway, compared to Norwegian-@mductions

Figure 9 z Number of Supported Projects by Domicile, 2016022

8
1
6
3
. 3
2 2 2 2 1
1 3
2 2 2 2
1

2016 2017 2018 2019 2020 2021 2022

H International ® Norwegian Co-production

31 O0OAAg 30)380 AT AT UOGEO T &£ . &) AAOA j
There is a roughly even split between the types of projects supported by the incentiyavith

13 feature films and 12 drama sergsgpported up to 2022. To date no documentary films or
series or animation have accessed the incentive, despite being eligible.

Incentivised feature film projects tend to be internationalz 12 out of 13 feature film projects
funded by the incentive weraiernational. Co-productions were predominantly seriesz only

one feature film ceproduction was successful, compared to seven series. Between 2020 and
2022, there has been one international drama series each year selected to receive the
incentive, after gperiod when all international productions were feature films. This reflects the
increasing investment in drama series by global videsdemand (VOD) platforms.

¥y1 OEEO AT Ai UOEO OEI OAOT AOEI T Al DOT EAAOOE AOA OEI OA PO
0.1 Ox AQEATAGWAIOET 1 06 alldask30Bitddrnatibralfirances theniinimum required to receive
incentive support
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There is no noticeable pattern of changeegarding the number or split between film and
television drama over time when ceproductions and international projects are analysed
together (Figure10).

Figure 10z Number of Supported Projects byType, 20162022
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3.4. Expenditure inNorway by Supported Projects

The NFIreceives data on budgets and estimated expenditure on application. This estimated
expenditure is the best source of aggregated usable dataegpenditure. Hbwever, it is
estimated before production takes place and therefdgsesubject to change.

To improve the accuracy of these estimations, SPI has worked with the NFI to identify
productions which were allocated incentive but did ndtimately take up the offer ofthe
incentive. Four of these were identified and were excluded from the analysis of successful
projects. In addition, there are some productions which scaled back speinding in Norway
after being allocated an incentive for a variety of creative, prcithn and financing reasons
resultingin the actual expenditure being lower than the estimated budget on application

Careful comparison of the allocated incentive amount and the actual incentive payment was
subsequentlyundertaken. Where the actual innéve payment was lower than the estimated
amount, the estimated Norwegian expenditure figure wasljusted accordingly, so the
estimated expenditure figure and the actual incentive payment align.

Projects funded in 2021 and 2022 are yet to make the §nbmission for the incentive claim.
The projects during this time period included in this analysis all shot in Norway but the exact
final incentive payment anéxpenditure is not known. Between 2016 and 2020, on average
75% of the available allocated indere budget was paid in incentives each year. It is therefore
assumed, for the purposes of estimation, that this relationship continued for 2021 and 2022.

Between 2016 and 2022, an estimatedotal of NOK 1.5 billion was spent in Norway by
incentivised productions (Figurell).
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Figure 11z Estimated Expenditure of Supported Projects 2016-2022, million NOK

344 349
175 198 180
137 134

2016 2017 2018 2019 2020 2021 (est) 2022 (est)

31 O0OAAd 30)80 AT AT UOGEO T £ . &) AAOA |
The majority of the incentivised expenditure is from international projects (i.e., projects
with 100% international finance), accounting for tvtbirds (64%) of total spendingcompared
to 36% by Norwegian cgroductions (Figurel?2).) 06 O E A U pfject dxgertdlifure BE A O
limited by anddependent on the incentive availabksach year. This is determined by the cap

and budget alreadgommitted (seechapter 3.2). Thehigh degree of variability in expenditure
between years reflects the varying budget available.

Figure 12z Estimated Expenditure of Supported Projects 20162022, By Domicile

344 349

198
175
137 134
73
60 39
2016 2017 2018 2019 2020 2021 (est) 2022 (est)

H International  ® Norwegian Co-productions
31 O0OAAd 30)80 AT AT UOGEO 1T &£ . &) AAOA |\
Feature films accounted for slightly more than half (52%) of the estimated NOK 1.5 billion

spent in Norway by incentivised projectsbetween 2016 ad 2022 (Figurd3. Drama series
accounted for slightly less than half (48%he proportion of drama seriesxpenditureto total
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expenditure varies year to yeawithout a clear trend, although 2022 was a particularly strong
year for drama series.

Between 2016 and 2@2 the Norwegianspend perproductionwasNOK 68 million for both
feature films and drama serée However, in recent years (282022) the averagexpenditure
by production has increased tNOK 91 million with feature film expenditure on average
reaching to NOKI9 million per project and drama serieseragingNOK 84 million per project.

Figure 13z Estimated Expenditure of Projects Supported byType 20162022 (NOK, million)
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3.5. Incentive Payments

The actual payments from the incentive schenage contingent on the presentation of
documentation of production expenditures in Norway. As eet inchapter3.2, thereisadelay
payment. This can be due to delays in production, but also because it takes time for
productions to submit the relevant gperwork following the completion of production in
Norway. This incentive payment lag is a common feature of produdi@entives across the
world.

As the incentive payment lags production, the analysis here allocates the incentive to the year
in which the production shot not the year the actual incentive payment was made. For
projects supported in 2021 and 2022, theyp#ent details are not yet available, therefore for
these years the figures are based on the timing projected in the decisions by the Filnt¥und

An estimated total of NOK 370 million has been paid (or for 2021 and 2022 is likely to be
paid) to production companies under the production incentive schemgbetween 2016 and
2022 (Figure 14). Two-thirds (60%) of total incentive payments have gone to international
projects. The split betweennternational and ceproductions is volatilewith no international
project being funded in 2018, but all the available funding going to international projects in
2021

4Based on data from 2016 to 2022, 75% of the overall allocated incentive is claimed, it is assumed that 75% of
Norwegian budget forecast at the time of the application teettund isspent in Norway. It is therefore assumed

that for 2021 and 2022, where actual data is not available, that the estimated incentive and expenditure is 75% of
what the application states.
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Figure 14 z Estimated Incentive Paymentsby Project Domicile 2016-2022 (NOK, million)
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Between 2016 and 2022half (51%) of the incentive payments went to feature films and

half to drama serieswith each format receiving over NOK 180 milliothe split between
format varies between years as showrFigure 5.

Figure 157 Estimated Incentive Paymentsby Project Type, 2016-2022 NOK million
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3.6. RejectedApplications

The Norwegian incentive scheme ifieavily oversubscribed(Figure ). Between 2016 and
2022, there were 48 rejected applications, an average of 6.9 projects a year. The number of
rejected applications is growing over time. 2020 represented a bre#kisrirend, most likely
caused by COVHR9 restrictions and uncertainty iglobal operations. In 2QRand 202, over
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three-quarters of applicationin each yeawere unsuccessff86% in 2021 an@9% in 2022}°

For 2023, there were seven applicatohd A EO06 O AAAT OAdmbigdhess, AT 11T O
the NFI has awarded support to one episodé&atcessiaivFX to thelramaseriesThe Last of

Us shooting of the featurdhe Gorggpostproduction for the featur@hug and finally shooting

and postproduction for the dramaeriesSo Long, Maanne™®

Figure 16 z Applications to Incentive, 2016-2022
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H Successful Successful But Did Not Produce m Rejected
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Between 2016 and 2020, expenditure associated with regted applications totalled NOK

100z300 million a yearIn 2021 an®022, the value of rejected applications was much higher

Z totalling over NOK 900 milliorn 2021 and NOK 724 million 2922 (Figure ¥). Over the

whole period, the value of rejected applications was over NOK 2.4 billibis. figure cannot

be directly equated to lost revenue for the industry as there might be some productions

which applied repeatedly and other productions which were shot in Norway with

alternative financing. Also, if all projects were funded using the incentive, some projects

might have keen cancelled or scaled back due to capacity constraints in the Norwegian film
and TV industry.

Industry consultations, as well as an online survey of rejected applicants indicated that the
majority of rejected productions either reduced their productionNorway, moved production

in entirety to a different jurisdiction, or the production did not take. Therefore, the rejected
application datasupports the argument that a significant amount of production is being

lost due to limitations on the current incertive.

151n 2021 there were two application rounds. Where projegglizd in both rounds, only one application is
counted.

1 ®lorwegian incentive grants for Succession, the Last of Us and three moredi6jet#s February2023
https://www.nfi.no/eng/news/2023/norwegiaimcentive-grants-for-successiorthe-last-of-us-and-three-more-

projects
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On average, the expenditure of successful projects each year accounts for 44% of the total
projected Norwegian budgets of allapplicants z however this ranged from a low @5% in
2021 to a high of 78% in 2020.

Figure 17 z Estimated Expenditure of Applicant Projects,2016-2022 NOK, million

1,370
964
904
499 724
76 441
325 349
283 | 98 |
129 149
150 466
344
175 247 216 200 240
2016 2017 2018 2019 2020 2021 2022

Budgets of Successful Applications m Budgets of Rejected Applications
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3.7.  The Significance of thelncentive to Production Companies

As part of this Study, @ online sirvey was conductedvith production companieghat have
accessednd/or appliedor the incentive schemeCombined with individual consultations, this
assessd the effectsthe incentive hasn attracting productions to Norway, or preventing
domestic produgions from shooting elsewheregs wellasto identifying what the key factors
production companies considavhen deciding to shoot in theountry. Respondentsncluded
international inward production companies from outside Norway and domestic production
companies whahaveworked oninternational co-productions.

The survey received a total @fi.responsefrom companiesoth national and internationain
nature. The coverage of tlese responsesregarding total expenditure by incentivised
projects was55.9% representing ayjoodproportion ofthe activity influenced by the incentive.
The survey was sent &b contactswhich applied for the incentiveso the overall response rate
was47%

The survey askethternational respondents to rank in order of importance the factors that
affected their decision tgproduce inNorway. Thesevenfactors were cast, crewgost base,
facilities and infrastructure, locatidn  OEA . 1T OxACEAT ET AAT OEOA
optionO 6 Bese4actorswere ranked from 1 t@, with 7 being the most important and 1 the
least important. The results were calculated as a weighted average relatieggenditure of
the production company in Norway

.1 OxAUB O drd idehtllidsl| ds Ghe most significant factor for international
production companies when deciding to shoot in Norway(Figure B). Consultations
confrmedOEAO . 1T OxAUBO | AT AGAADPAO AT prod@tods] TheO U
least significant factoris T O x A U &b cadt,dé tigpically productions will bring their own
cast with them, regardless of the production locatig@urrently, the production incentive is
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the second most important factor as the limitations to the incentive mean that
productions have another notivating factor to produce in Norway. In other jurisdictionsfor
which this evidence is available.g., UK, Australia, New Zealand and New Mexicos#alia),
the most common dermining factor in each is the incentiveThis means that these
jurisdictions are tapping into the global opportunity for not#ocation production activity
including studiebaseal production,post-productionand virtual production.

Figure 18z RankedDecision Factors for Shooting in Norway

Locations

Production Incentive 4

Crew 4.3 Increasing
significance
Facilities and Infrastructure 4.2

Cost Base 3.6

Other funding options 3.3

Cast 2.6

31 60A Aagditisnaliy Subvey(n=12

When asked specifically about the importance of tineentive whendeciding to undertake
production inNorway (on a scale of 4L0, where O indicates it was not at all a factor and 10
indicates that it was the only factyrthe average rankingas a weighted average relating to
expenditure was 813, meaningmost production companies fnd the incentive to be a
critical factor when deciding toshoot in Norway.

Without the incentive, a significant amount of valuable expenditure would not have
happened in Norway. Production companies were asked to estimate to the nearest 10% the
proportion of the project that would have been made in Norway in the absence ohdeative
(where 100% indicated the exact same expenditure in the courdgnd 0% indicated no
expenditurewould have been made in the country at all). The results indicated that amly
estimated 7.8% of the current expenditure would be likely to happen in the country without
the incentive. This 2.2% can be thought of as additional activity that can be attributed to

the incentive (Figurel9).

Figure 19 z Expenditure Estimates in the Absence ofthe Incentive

7.8% 92.2%

® Would have happened = Would not have happened

31 60A Axgditisnalily Subvey (n=9
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The survey(and individual consultationsjooked to understand what would happen to
Norwegian expenditure if there was more annual incentive available. For this, the survey asked
respondents (botlrdomesticand international) how much they would increase expenditure in
Norwayby 2025 if this werea happen. The results indicated th@b% of respondents would

bring more production to Norway if the annual incentive amount was increasedand that

the average increase in expenditure, weighted by current expenditure, would be an additional
37% althoughthe number ofrespondentsanswering this question mean thdhese results
should only be treated as illustrative

Issues related to woduction finance were the main reasorns givenwhy a production did not

go aheadin Norway. The most commomeason beinghe incentive was not availabte them,

with the second most common being a lack of other types of finance in NorWhig was
reflected inconsultations.
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4. SCENARIOS ANITHANGES TO THE INCENTIVE
4.1, Introduction

To undertake the cosbenefit and economic impact analysis, it is necessary to develop a set of
policy scenarios. Th8 O O ACoriradt Notice identified a number of options to be assessed
and these options have been further developed and refined through the research pé&hed.

four policy options/scenarios are:

9 Business as usuéle.,no change)

9 No incentive

{ Steppedincrease automatic incentive’
9 Uncapped, automatic incentive

In addition to the policy scenaribs OEA 3 O0OAUB8O0 #1 1 OOAAO .1 OEAA

changes in the design of the incentigdoosting green production, preferential treatment for
drama series angdupporting regional production activity to be tested as part of the study.
This chapter covers both the development of scenarios and the evidence gathered on the
potential impact of the change in the incentive design.

4.2.  Scenarios for IncentiveChangeand Resulting Expenditure

The projected expenditure in Norway under each scenario is summaiisEdjure 20. The
assumptions underpinning the projections are set out below.

Figure 20z Projected Expenditure Under theFour Scenarios, 2022029, NOK million (real,
2002 prices)

1400

1000

376
243

19 19 19 19 19 19

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

= Scenario 1: Business As Usual Scenario 2: No Incentive

= Scenario 3: Stepped Increase, Automase==Scenario 4: Uncapped, Automatic

The policy change is modelled to start in 2024The trajectory of incentive payments and
associated production expenditure is the same until 2024. The 2020€figarthe actual
incentive payments and associate expenditure. For the years ZIZA2, the incentive
payments are estimated to be 75% of the allocated budget (which is the relationship between
the actual payments to the allocation for the period 262620) The expenditure associated

YIncluding no annual application deadlimeE OE ADPDBI EAAOET 1 O AAEIT C oficethey OAEEOOO
have reached a minimum eligibility threshold.
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with the incentive payments is estimated to be 75% of the forecast estimated from successful
applications recorded by Norwegian Film Institute (NFI) on application.

For 2023, the expenditure is an estimate based on an assuefadd rate® of 25%, with the
published budgetllocation of NOK 41 million.

4.2.1. Scenario 1: Businesas Usual

The business as usual scenagsumes that the incentive rate will stay at 25% and the annual
process of application and the selection criteria will be the same. It also assumes that only 75%
of the incentive allocation is claimed for any particular ydeeflecting the payment to
allocation proportion ofexisting scheme)

As with the current government funding conditions, there will be a limit on the available
allocation of funding, which wilbe determined annually using a calculation that incorporates
the national funding allocatedy the parliament and the transfer of unspent funding from
previous year, deducting outstanding commitment&s with the current system, it is difficult

to accurately predict the funding available in any one year given changes in unspent funding
and outseinding commitments each year. Therefore, it is assumed that the funding available
for the years 2024029 will be an average theannual allocation between 2020 and 2023

the actual incentive payments are 75%tloé¢ allocated

4.2.2. Scenario 2: No Incentive

This scenario assumes that after 2023, the incentive programme is removed, and no significant
international or ceproductionsare supported by a national incentive scheme.

A 2014 report by Oslo Economiégublished before the introduction of the incemt indicated

that after a long period of growth in the Norwegian film atadevisionindustry, there had been

a recent tendency towards small decline. It found that employment in the Norwegian film

and TV production industry is in relative decline, gnogvslower than employment across the
xETTA AATTTiuU8 710117 % AT 1T1TiEAO AT 1Al OAAA OEAO
ET AOOOOU AOT I WwWoxXxX EO 110 A CcOil xOE ET AOOOOUS S8
the lack of incentive, wit someNorwegian film andelevisionproductions moving abroad to
jurisdictions with incentives. Since the introduction of the incentive scheme in Norway, other
competitor countries (such as Sweden, Czech Republic, Icelanmstria, Estoniaand Poland)

have introduced or upped their incentive programme, making the international landscape

more competitive.

As pat of the current study, an additionality survey was undertakeseChapter3.?). Evidence
from this and consultationsstrongly indicate that without the incentive, aelatively small
amount of film and televisionproduction activityand expenditurewould occurin Norway
Respondents to the survey indicated thatst 7.8% of production expenditurevould have
happened in Norway withouthe incentive(seechapter3.7).

Both the patternof decline before the incentive, increased competition from other jurisdictions
with incentive and the results of the additionality survey, indicate that Norway would be
unlikely to attract significant international productions without the incentive amete would
be limited amount of internationally financed production happening without the incentive.

The no incentive gcgnartberefore uses the results from~th~e gdditioAnality survey qnd foreAca~sts
that 7.8% of the Ousinessas uUOUOAT 8 D OIT A O ARdEclirs undetBelnd hdedice

18Refund or intervention rate calculates the amount of incentive that@dpiction can receive based on the
budget. A refund rate of 25% means that incentive payment would be 25% of the total eligible budget.
19 |nvestigation of incentive schemes for film and TV produ€tidm Economicsld" April 2014 Accessible at:
https://www.regjeringen.no/no/dokumenter/Utrednin@v-insentivordningerfor-film--og-TV-
produksjon/id757435/
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scenario.This reflects the anticipated loss of international and significanfpcoductionsif the
incentive was removed.

4.2.3. Scenario 3: Steppethcrease Automatic Incentive

The original contract notification asked thisgud  O1 1 1T ANl ADAGOBAA EA OEA
To determinean appropriate level for thisSPI reviewedhte incentive budgets/allocations for

a range of countries which are competing with Norway for international product{@able 1)

Note that theseAT T OA1T AOACAOO AOA AT iiTi1T1U OAEAOOAA O
OEA AAP ET .1 O0xAU EO AEAZAOAT Oh OEAOAAEI OA 30)
In the cases of Ireland and Icelarid; example,the incentive is uncapped. This meathat

there are no constraints on production expenditure from the incentive, meaning that
applications are automatic (except for some eligibility checks) and the budget for the incentive

is determined by demand for the incentive rather than budgetary draists.

This comparison indicates thathe Norwegian budget for the incentive in 2023 is
significantly smaller than all the countries with production incentivesand therefore requires
substantial increases to be in line with its competitor countrj€able 1) In addition to this,
there is evilence that the current Norwegian incentive is highly oversubscriseg Figure @),
indicating unmet demand for the incentive. For example, applications in 2021 were for NOK
292.1 million, nearly three times the annuaidget allocation for that yeaf®

Table 1 International Comparison of Production Incentive Annual Budget and Production
Expenditure

Production
Expenditure per

Production
Expenditure (US$)

Annual Incentive
Budget (US$)

capita (US$)

Czech Republic

$32 million

$289 Million in 2021

$27.01 per capita
in 2020

Denmark No production No data available No data available
incentive
Estonia $5.8 million (2022 $15.3 million in 2021| $11.50 per capita
Budget) in 2021
Finland $9.3million No data available No data available
Germany $170.5 million $804 million in 2021 | $9.66 per capita in
2021
Iceland No cap No data available No data available
Ireland No cap $570 million in 2021 | $112.13 per capitg
in 2021
Netherlands $18.8 million $196 million in 2021 | $11.24 per capita
in 2021
New Zealand No cap $638 million in $124.53 per capitg
FY20/21 In 2021

2 Norwegian Film Institute. Accessible at: https://www.nfi.no/eng/news/2021/kemeethe-applicantsfor-the-

incentivescheme
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Norway $4.13 million (2023 | $35 million in 2028 | $6.51 per capita in
available budget) 2021
Poland $44.3 million No data available No data available
Sweden $8.9m No data available No data available
31 0O0AAg 30)80 "1 T AAl )1 AAT OEGA )1 AA@h

Table lalso demonstrates how the expenditure per capita figure is significantly lower in
Norway than in competitor markets. While a relatively crude measure, this does suggest an
opportunity for Norway to capture mor@ternationally mobile production activityas well as
retain Norwegiarproductions and talent

Strong evidence from consultations and the additionabtyrvey(seechapter3.7)also supports
the hypothesisthat there are productions not coming to Norway due to the small amaooint
production incenive available andhat lifting the available budget would increase production
levek. In addition, itwould encourage those Norwegiaproducerswho are currently moving
to other jurisdictiorsto access more predictable incentiviesrepatriate production to Norway.

When incentive budgets have been increased in other jurisdictions, they usually rise by a
rounded figure as a stepped increasather than a compound percentage increase. For
examg Ah (OT CAOUBO ET AAT OEOA @ROANG Adr4in A2022)OE OAT
recently. Similarlythe German Motion Picture Fund has also increased its incentive budget in

a stepped manner. This is partly to provide significant signals to the industiyt@amapidly

address unmet demand for the incentives. This is in part to aide communication of the scheme

to industry and to make the incentive easier for large international companies to understand

and make quick comparisons to other countries.

With agreament from the client,SPI therefore has chosen to modestepped increasén the
budget availablewith the introduction of an automatic incentive in line with standard
international practice. The assumptions for this scenario are:

9 The annual incentive paments would step up to the NOKD million mark in 2024, which
is NOK40 million more than the average estimated incentive payments from 2020 to 2023
and in line with what the industrgssumesdsthe annual budget allocation

1 The following year (2025), the incentive paymentmtinue atNOK 100 millionAfter that
the annual incentive payments would increase by NOK 50 million to NOK 150 million in
2026, NOK 200 million in 2027, NOK 225 million in 2028 and NOK 250 million9n 202

9 Itis assumed that the full budget allocation is assigned and spent, and that the Norwegian
expenditure is foutimes the incentive valugbased on the 25% intervention rate

1 The incentive is automatic in that all productions which reach a basic minimum
requirement (such as minimum qualifying spend amount) are eligible and incentives are
distributed on a first come, first serdévasis until the allocation is used umther than an
annual deadline This provides more transparency and certainty for produtti
companies There have been some teething issues when automatic incentives have been
introduced, including in Sweden whethe incentivewas met with such high demand that
the scheme had to close one day after operfingdowever, the experience from many
jurisdictionsaround the world is thaafter initial issues around the application process and
the allocated budget level are overcome, automatic incentiva® attractive to the
industry and successful in stimulating growth.

ZLExpenditure of International and Garoductions funded by the incentive

22 gweden fishes out SEK 100 million in first rouncdb6tash rebateNordisk Film & TV Fond.0 November 2022.
https://nordiskfilmogtvfond.com/news/stories/swededishesout-sek100million-in-first-round-of-audiovisual
production-rebates(accessed5 Februay 2023)
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1 There is a commitment from @vernment to a trajectory of growth in the incentive,
enabling the private sector tglan invesiment in infrastructure and undertake other
industry development activities. The balance of evidence suggests that industry capacity
would not be an issue givethe pace of the suggested increase and the léadime
suggested.

4.2.4. Uncapped, Automatic Incentive

There are mangxamples around the world of uncapped schemes, includinigeland, Iceland,
Spain,and Austrid?*. These programmes do not have an upper limit on the budget for the
incentive and release incentives to all productions which reach a basic eligible threshold. They
are paid in arrears after the production has occurred. This type of incentive providesgreat
certainty for productionsbut increases the uncertainty of the overall cost of the incentive
programme topolicymakers

Under an uncapped schemealemand for the incentivewould increase substantiallyAn
uncapped automatic incentive would provide alstt ¢ OECT Al  O1 ET AOOOOU
£l O AOOET AOGOGS O Eliwouddaniprdve redictdilityfér @roddddrdadE 1 T O
enable themto planfor productionin Norwaylong-term, raising the production activityithin

Norway and creating airtuous circleas the sector becomes more aware of what the country

has to offer.

Production activity levels would be limitey other constrairts, in particular by workforce,
studio and supply chain capacity and the cost of producing in Norway. Thexgdisnce from
elsewhere in the world that if the industry sees an uncapped incentive scheme as stable, over
the longer term private and public sector investment is likely to grow the capacity of the
industry. Consultations for this study reinforce thiswi€or the Norwegian industry, including
industry suppliers with growth plans in place pending an increase in the incentigget
Examples of this include the growth and investment in production hubs in New Mexico, aligned
investment in workforcadevelopment in Ireland and studio expansion in the UK.

30)60 OEAx EO OEAO xEEI A OEA .1 OxACEAT EITAOO

increase in incentive level, an uncapped scheme would see the capacity constraints holding
back any immediateexponential growth.Similarly, this could lead to acostinflation, which
would deter productions from overseas andreate problems for domestic production
Assumptions for the uncapped scenario include:

1 Production expenditure grows in line with the g@ed increased until 202 In 2@5, the
uncapped scheme attracts approximately NG@IO million, rising toNOK 1.4 billion by
2029

9 Between 2019 an@022, the average Norwegian spend per incentivised production was
NOK 91 million. This scenario assumes thattbg end of 2029, around 12 additional
productions would be attracted to Norwagpmpared to the business as usual scenario.

2 Austria uncapped as of 2023
24 some have caps on the size of individual projects being funded.
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4.2.5. Summaryof Projected Expenditure and Incentive Payments for each Scenario
Table 2 Projected Expenditure of Incentivised Productions, NOK million, 20262029(2022

prices)
Scenario 1: Scenario 3: Scenario 4:
Businessas Scenario 2: Stepped Uncapped,
No Incentive  Increase Automatic

2020 376 376 376 376

2021 369 369 369 369

2022 180 180 180 180

2023 124 124 124 124

2024 243 19 400 400

2025 243 19 400 400

2026 243 19 600 800

2027 243 19 800 1000

2028 243 19 900 1200

2029 243 19 1000 1400

Table 3 Projected Annual Incentive Payments, NOK million, 2020-2029(2022 price$

Scenario 1: Scenario 3: Scenario 4:
Businessas Scenario 2: Stepped Uncapped,
No Incentive  Increase Automatic
2020 105 105 105 105
2021 79 79 79 79
2022 42 42 42 42
2023 31 31 31 31
2024 61 0 100 100
2025 61 0 100 100
2026 61 0 150 200
2027 61 0 200 250
2028 61 0 225 300
2029 61 0 250 350
4.3. Policy Leversfor AddressingAdditional Objectives
4.3.1. Introduction

In addition to the modelling of the four scenarios above, SPI explored and testednditistry

and policymakers the potential of three design changes to the incentive. Each of these design
changes are focused on maximising spillover benefits (or minimising spillover costs) of the
incentive. For each of these, SPI has considered the pogsilliey mechanism, the pros and
cons of implementation and the likely impact on production levels. These are listed below:

1. Boosting green production. The incentivewould give preferential treatment to
applicants who demonstrated and evidenced a commitmanenvironmentally
sustainable practice during their production
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2. Regional spend The ncentivewould give preferential treatment to applicants who
demonstrated and evidenced @roduction expenditureand opportunitiesin particular
regions of Norway

3. Drama seies. The incentive would give preferential treatment to drama series
applicants.

When it comes talesigning preferential treatment oprioritising a certain type of production
activity, the three main leverare:

1 A higher incentive rate (ofteA A1 1 AA OA1T ObPI E&AOSQ

9 Preferential treatmentin the selection process (e.g. exemptions or specific budget
allocations)

1 Making compliance aequirement for funding

4.3.2. Boosting Green Production

Norway is recognised, domestically and internationally, as a leading environmentally

sustainable and conscious nationUnder the Paris Agreement on climate change, Norway has

made a commitment to reducing greenhouse gas emissions by at least 50%, andiptyeto

55%, by 2030 as compared to 1990. Its target is to be aelnigsion society by 2050. This

Al EIT AOA PITEAU EO AlT OGAI U TETEAA xEOE %5 Al EI
and it will cooperate with the EU to meet the 2030 target.

TheEAU AOEOAO T &£ C¢ci OAOT T AT O PT T EAU EO OEA .1 Ox
ActonPla®4 EA o1 AT 11 OAO OEAO OOEA pili1 OOAO PAUO E
policy framework on climate change. Generally, policy instruments should ensure that
reductions in emission are implemented in a way that leads to the lowest cost to kbGiet

3EIEI AOI uh OEA . T OxACEAT - ET Gréed OdustralAitiai@A AAR )
Roadmap’EAO EOO Cci Al 0061 1 AEA .1 O0xAU A COAAT ET.
natural resources, knowledge environments, industrial expertise BrE#EO OT OEAAT AAOAT C

~ A N oz o~ 2 oA~

should be noted thathe vast majority ofNorwayd © Al AAOOEAEOU EO A£OI i
therefore, the Norwegian film and television sector &so powered largely bygreen sources

including hydroelectric and windlhis is incontrast to competitor locations(manyin eastern
Europe)which have anuchhigherdependence oriossil fues.

30)80 OAOEAx 1 £ .1 OxAU Eéte fodus iOdiredudngintidsidesthat BT 1 EAE
have ahigh environmentalimpact, and further developingthose industries that can make a

positive environmental contribution, such as the offshore wind industry, the maritime industry,

and the forest industry.

In the cultural sector there is a MoU between the Ministry of Culture and reptathes of the
cultural sector with the shared objective of developing a partnership of climate preservation.
Currently action on climate is not targeted to specific sectors within the cultural industry and
as such there is na specificsustainability policy for the film and television sectétowever,

there is increasing awareness within the Norwegian film and television industry itself, with the
use of the Norwegian Green Producer Tool, a best practice guide in ecological practick, whic
includes recycling props, sets, minimising travel and using renewable energy.

The climate crisis and other environmental concerns are becoming increasingly important
for the global screen sector.Such issuesiave become more visible supported by a seor

“Norway's National Plan related to the Decision of the EEA Joint ComNitaegian Ministry of Climate and
Environment 25" October 2019Accessible athttps://www.regjeringen.no/en/dokumenter/norwaysationat
plan-related-to-the-decisiorof-the-eeajoint-commitee-no-269-2019-of-26-october-2019/id2684252/

%The Green Industrial Initiatiiéorwegian Ministry of Trade, Industry and Fisheri#sSeptember 2022
Accessible athttps://www.regjeringen.no/en/dokumenter/roadmathe-greenindustriatinitiative/id2920286/
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xI OEZLZl OAA xEEAE AgDbOAOO OODBDI OO0 A1 O OCOAATET ¢
myriad of different approaches and tools for improving the environmental credential of film
and television production.

The European Film Commissions Networkafigre over thirty different tools, measures,

PDOT EAAOO AT A APDPOI AAEAO A O OCOAJ\ b Mafiigiof ET C8 h
Green Filming for the Czech industry), to pEarope programmes and platforris In the

United States, the Green Prodtion Guidé®is a partnership of many of the large studios which

provides tools, resources and access to suppliers that help producers reduce their

AT OEOT T1 AT OA1 &1 OPOET 08 . Rémhitent vihidhOncliddesD OAT E A
production a& well as its streaming and content delivery. In the UK the Albert Sustainable
Production Certificatioraims to unite the production sector around a strategy to achieve zero

carbon, zerewaste® There are similarities to all these approaches, althoughréhis not full

AT 1 OAOCAT AA 11 OEA ApbOi AAE T O AOGAT A AAEET EO
Despite the activity in other areas, therare few examples globally of using film and

television incentive policy to improve the environmental practices of productions or to

attract green productions. Where green production is included in incentive design, it is in a
light-touch way. The Norwegian film and television inatve is already one of the few

incentives globally with environmental sustainability within its selection terms; applicants are
OANOGEOAA O bHOiI OEAA A OOOOAET AAEI EOU bPI AT AO -
include Thailand, where agipations can be nullified with immediate effect if the production is
determined to have created a negative impact on the environment, Germany, where
applicants must include a carbon footprint audit, compiled using a suitable carbon footprint
calculator aml Austria, where thenew incentivesoffer a 5% uplift for those meeting
environmental standards*

There arepractical challenges in implementing preferential treatment (in terms of scoring

or uplifts) for green production. The firstis defining whatis AAT & AU OCOAAT DHOI A
instance it could be in terms of carbon emission per production day or per unit of expenditure.

The second is determining the right level to set the standard at; too low and it will not lead to
change, andf it istoo highwill put off producers. The third is ensuring data is collected and
monitored by the productions. Currently there is no standardised carbon calculator data for
productions in Norway (incentivised or otherwise), which means it is difficult to design the
appropriate intervention. Increasing the complexity of the requirements around green

reporting could make the scheme less attractive to international productions.

Overall, there is a clear trendof increasing attention to environmental factors and SPI
predicts this becoming more important in the years to come as governments and
businesses work towards the Paris Agreement targets. It is a central area of policy that the
MOC should be considering in the longer term. A commitment to green production may
represent a useful marketing advantage when attracting productions from global streamers
increasingly concerned with environmental impact. However, at this tiS] does not advise
implementing a green production clause within the incentive, an uplift or prefeential
treatment. This is because of thecomplexities in designing an effective green production
incentive policy, as well as the risk of deterring applications based on overly complex
requirements for producers. SPI recommend first collecting better evidee of the current

" European Film Natork. Accessible at: https://eufcn.com/grediiming/

*Green Production Guidaccessible atttps://www.greenproductionguide.com/

»Net Zero + Nature: Our Commitment to the Environnietflix, 30th March 2021. Accessible at:
https://about.netflix.com/en/news/nezero-nature-our-climate-commitment

% Albert. Accessible at: https://wearealbert gt

1 OOOOEABO ET AAT OE O A" I&nbdryR0orR]) safefiebt An dErhaful andfadhi@Ang évirbrimenial
outcomes cannot yet be assessed.
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environment impact of the sector, ensuring national environmental regulation is appropriate
for the industry and using other methods (such as fundingining, and guidance) to build a
strong offer around green production for the inteational industry.

4.3.3. Regional Development Focus

Regional development and distribution of economic activity and population is a key focus

of Norwegian national and EEA economic policyThe underlying rationale is to ensure
effective public services in the regiores well asupport business activity aneksidency (and
population stabilisation) across Norway, especially outside the greater Oslo region and within
rural areas.

The transfer of decisiomaking powers from national to regional institutions has long been on

the political agenda. This was amijgid with the 2016 White Paper on regional policiés.

Thisis reflectedin T Ox AUB O £EI | ATl the pfedehcd G&vera fedgionadftrA OT O AL
commissions film centresand Regional Film Funds, in addition to its national film and
television agencies, such as the Norwegian Film InstitQt-1) and the Norwegian Film
Commission. There are five regional film commissions, covering eastern Norway, western
Norway, Trgndelagnorthern Norway, and Oslo. Each of these film commissions facilitates
production in their respective regions, and work in collaboration with the national film
commission.

The Regional Film Funds and regional film commissions have developed graduallyy byive
local and regional initiatived® They have different profiles, but their main function is the
training and management of financial support to makers of documentary and short films and
data games. The centres are-fimanced by the NFI and regional wacils. The Regional Film
Funds are financed by the national parliament, but there is requirement for regional co
financing for the projects/films they invest in.

In select few cases, the Regional Film Funds have participated in projects with finararimg fr
the incentives scheme, however this is rare.

Currently incentivised production is concentrated in location shoots in west of Norway,
and through businesses based in the Oslo regionThe location of film and television
businesses broadly reflects this fp@rn. Consultation evidence indicates that much of the
rest the country (including the northern and Tr@gndelag parts of Norwag/)not seeing the
benefit of production expenditure from large incentivised international production and/or
co-productions. Thispattern reflects the dominance of the Oslo based industry, as well as
limitations in infrastructurecrew,and suppliers in other parts of the country, as well as higher
cost base in some other areas, less public sector support and/or connections withnea

There isno comprehensivedata currently available on production and related expenditure

in regional locations. Therefore, it is difficult to assess the current pattern and change over
time in the pattern of regional spendSPl recommends that NFI, in partnership with the
regional film commissions and Regional Film Funds, track regional expenditure from
incentivieed productions to inform future policy decisiemaking.

It is within this context, that the MOC commissioned SPI to assess the potential for the
incentive to increase regional film and television production expenditure. Supporting regional
development within the film and television sector is an appropriate and justifiable policy
objective.

% Urban sustainability and rural strengtin brie> Meld. St. 18Government of Norway, 17th Febrya2017.
Accessible at: https://www.regjeringen.no/no/dokumenter/mefst.-18-20162017/id2539348/

®"For eon neve dollar mer" Eni evaluering av den statlige statten til regionale filmfond..Rystiawvikd Turid
Vaage2011 Accessible atttps://www.ideas2evidence.com/nb/publications/evalueriag-regionalefilmfond
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There is some precedence for incentives encouraging regional production activity
elsewhere in the world In Ireland, for instance, the national incentive offers an addal 2%

O0P1 EAO0E &£ O POI EAAOO OOAOOAT OEAT T U POIT AGAAA
and County. This has proven populalthough it is too early to determine overall effectiverses

and regional impact and the regional uplift has besmmbined with other regional funding
mechanisms. SimilarhgOEA ) OAT AT A60 OACEI T Al ObPI EALEDO EO AOQE
has been key in developing the overall Irish industry into the strong position it has today.
Croatia currently has a régnal uplift which is being phased dfitArguments in favour of
preferential treatment for regional production include levelling the playing field, as regional
production can incur higher cos{sia transport and accommodation requirementshd also

enabing regional areas to benefit from the workforce development and infrastructure
investments that emerge from a growing industry.

However, on balance, prioritising or providing an additional incentive to regional
production would not be advisable at this tme. First, it is unlikely that a relatively small
incentive uplift is likely to sway production location decisions significantly. The most important
decision factor for international productions is locations (sgeapter 3.7), while the most
critical limiting factor for international production is their ability to access the incentive.
Therefore, tweaks within the incentive rate are unlikely to influence production decisions.
Second, there are supply and capacity constraints within risgionalindustries. The crew

base and supply chains would need to be further developed before it could facilitate large
international productions in a sustainable way.

3 0 ) ag@ssment is that prioritisation of regional spend in Norway should only be
considered once theindustry is in a stronger position supported by a larger incentive
budget allocation.

HIm and television tax incentives are not the only way to grow regional industnethe UK,
where there is an established, uncapped incentive, there has been sanifigrowth in
regional production in hubs such as Bristbkeds,and Cardiff, despite regional spend not
being given preferential treatment within the incentive structure. The success here lies in the
rapid expansion of production around London and theitt®ast of England (supported by a
stable and significant incentive), rippling out into the regions. Accompanying policies for
workforce and infrastructure investments in regional hubs and via sector development
organisations like the British Film Institei(BFI), has also contributed. Another model is found
in Finland and Australia which has a national incentive with no regional uplift but there are
several regional funds which offer teyp incentives.

In Norway, there is an existing structure of Regiofdim Funds film centres and film
commissions,which are wellpositioned to make targeted investments into production

(including topup incentives), crew training and infrastructure to address specific issues within

the local industry. This devolution pbwer and resources to regions alignih the Norwegian

APPOT AAE O1 OACEITAI DI1TEAU [ AEETC¢C AT A 30)68660
mechanism for regional development in the sector at this stage.

4.3.4. Drama Series

There is precedence for prefemtial treatment for drama series in productionincentives in
other jurisdictions. The underlying arguments for these preferential measures relate to
enhancedspillover effects compared to feature films.The justificationis that the production

of a drama series is more likely to establish itself within a location for an extended time,

¥The first Kvarner film meetings: HAVC proposes strengthening the Incentive Program iarfak’domestic
production; MKiM welcomes the ide&roatian Audiovisual Centre, 4&pril 2022. Accessible at:
https://havc.hr/infocentar/novosti/prvkvarnerskifiimski-susretihave predlaze osnazivanjeprograma-poticaja-u-
korist-domace proizvodnjemkim-pozdravljaideju
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shooting multiple episodes and series based around a establish story or lozatather than

for a few scenes of a feature film. This extied production period means continued
production activity and related expenditure. Similarly, local cast and crew are given the
opportunity to be more involved in the whole vakebain in series than in featurds. addition,
globally, much of the recengrowth in the industry has been driven by high budget drama
series, withjurisdictionslooking for ways to capitalise on this growth.

New Mexico, which contains one of the top production hubs in the United States (and attracted
over $850 million in produ@n expenditure in fiscal year to June 2632is an example of
preferential treatment for drama series. Under the New Mexico incentive, series television and
stand-alone pilots receive an additional 5% uplift (in addition to the 25% base rate) on
production expenditure. This adds to the suite of incentives aimed at large producers and
global streamers who are investing in large scale developments in New MexipoNetflix

and NBCUniversal). They are attracted by the production incentive (which in s@ses in
uncapped) and aligned incentives to invest in studio construction.

There arereasons to question the policy aim of supporting drama series ovéeature film

and whether it will effectively lead to the desired outcome of increhseduction activiy and

more spillover effects in Norway. First, arguably it is repeat production, rather than the format
that creates wider spillover effects. Norway has successfully attracted repeats from high profile
feature films, including theMission: Impossibfeanchise. It may be a more appropriate policy

to use an Icelandic model in which productions that stay longer and use more local resources
(regardless of whether it's a drama or a feature) receive a higher uplift. Second, a preference
for one formatoverandE AO AT O1 A AAOAOOGAT U AEEAAO OEA ET AC
industry is dynamic and evolving rapidly, setting up preferential treatment for one format over
another may inherently limit competitiveness of the incentive in the international market, as
well as limit cross format innovation opportunities. Similarly, the feature film industry across
Europe has been struggling compared to series, so such a policy could potentially further
emphasise these challenges.

In the absence of any preferential treament, the incentive is already attracting and
enabling drama series to be produced in Norwaywith an even split between feature film

and drama series being supported by the Norwegian film and television incentiv@&etween

2016 and 2022, the incentive sogprted 13 feature films and 12 drama series. This aligns with
incentive payments, where half (51%) of the incentive payments go to feature films and half
(49%) to drama series. The split between format varies between years as shown in Fgure 1
chapter 3.5. In fact, in recent years there has been more international drama series being
funded by the programme, with the NFI recently announcing that two of the five productions
funded for 2023 are drama serigsSuccessioand The Last of UsThis bucks therend noted

by Oslo Economics in their 2014 assessment of the incentive sciieéme.

Therefore, overallprioritising drama series production is likely to havea limited impact on
overall production expenditure and the spillover benefits. Expenditure by incentivised
international drama productions is already increasing without any preferential treatment and
a raise in the overall incentive budget allocation would allow more drama series to be shot in
the country without additional complexyt for incentive applicants.

®@i AATET ¢ , AAURS . AOA&I Egh / (xéoA e Growtg Cubv¥akiclyA20tONovehBed . Ax - A
2022. https:/Ivariety.com/2022/film/spotlight/nevwnexico- 1235444573/

% Utredning av insentivordninger for filag TVproduksjonOslo Economicsld" April 2014 Accessible at:
https://www.regjeringen.no/no/dokumenter/Utrednin@v-insentivordningerfor-film--og-TV-

produksjon/id757435/
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5. ECONOMIC IMPACT ANALYSIS
5.1.  Overview of Methodology

Economic ImpacAnalysis uses amput-Output (FO) approach. It usesstimated and forecast
production expenditure data to drive a specially developed economic mottet model uses
national data sourcefrom Statistics Norway, the national statistics authority in Norway and
from OECD,to model the interconnections betweerthe film and televisionproduction
industry and other industriesand the relationships between key metridacludingas output,
GrossValueAA A A &vAp @ndFull-Time EN O E O ARTES1jGbs. | O

The methodology and the results presented here builds diseoin the work underta&n in
Norway by SPlupdating, and improving the method usedThe methodology is based on a
large number of sector studies SPIshandertaken around the world and it is consistent with
international best practice including studies in the UK, many US states, New Zealand
Australianand within Europe Seechapter 15.2 for examplesin addition, it is the approach
recommended byErnst & Young in it8est Practice Guide for Evaluating the Effectiveness of
State Film @x Credit Programé

The economic impact methodology does not directly feed into the @Behefit Analysis
(chapter10) as many of the economizenefits identified herecamot be included in a CBA due
to assumptions about the substitution of labour. Noheless, the results presented in this
chapterare includedas part of the suite of evidence fpolicymakersand also to provide an
approach that is consistent with practice around the world.

To calculate thetotal economic impact SPI alculated and sunmed the following three
effects:

9 Direct impacts of the economiceffectsin terms ofthe output, value creaed (GVA) and
jobs within the film and televisiofirms resulting from production expenditure

91 Indirect impacts of the economiceffectsin terms ofthe output, value created (GVAnd
jobs observed in sectors that supply goods and services intofilne and television
production sector

9 Induced impactsof the economiffectsin terms ofthe output, value created (GVA) and
jobs supportedbecause othe wage effects of those working in tifém and television
production sector.

The approach is based on the estimated forecagpenditurein relation to four different
scenarios as detailed irchapter4.2:

9 Scenario & Businessasusual

1 Scenario Z No Incentive

1 Scenario ¥ Steppedincrease automatic incentive
9 Scenario & Uncapped, automatiincentive

As with any study of this nature there are limitations to the methodology and the practical
application of the methodology. In addition, Inp@utput modelling relies on a static nel

which assumes no supply side constraints, constant return to scale and a fixed input structure.
There arealsosome gaps in information and there may be some sensitivity around some of the
assumptions used such as the sedported nature of the additnality survey.

A full detailed methodology can be found chapter 12, Appendix 1

$7Evaluating the Effectiveness of State Film Tax Credit Proganss & Younghttps://deadline.com/wp
content/uploads/2012/05/motiompicture-assocfilm-credit-study  120510071748.pdf
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5.2.  Impact of Incentive 2020 to 2023

To date the Norwegianfilm and seriesincentive has had a reasonable economic impact
regarding the main economic measures and atrong Return on Investment

The resulté® presented in thishapterare the combined impact of thincentive for thefour
years between 202@/1 and2023/24unless otherwise stated.

Between 2020/21 and 2023/24, the incentiveNiarway hascontributed a totalof NOK2.1
billionin economic outpu{Figure 21) Thisincludes NOR67million in direct output NOK &8
million in indirect and NOK @B in induced aitput. In terms of GVAthe incentive contributed
a total of NOK 848 milliofFigure 22) This is broken down into NC#90 millionof direct GVA,
NOK 257 million in indire@nd NOK 201 million in induced GVA.

Figure 21 z Output Supported by the Figure 22 z GVA Supported by the
Incentive 2020/21 to 2023/24 (NOK Incentive 2020/21 to 2023/24 (NOK
million, real) million, real)

848

2,103

257
638

H Direct = Indirect ® Induced
m Direct m Indirect m Induced

The incentiveis responsible for supporting 68irect FTEobs in 2023/24, 46 indirect and 36
induced FTE job&-igure 23)

%8Figures presented in thishapterA OA AT T OE A A Ovbhédre a8ditidn@lity h&3 Adeddrsidenedvhen
analysing the data.
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Figure 23z FTE Jobs Supported by the
Incentive 2023

151

36

m Direct m Indirect m Induced

The ROlis a measure of how much economic value (or GVA) is created per NOK 1 million of
investment in the production incentiv@ The ROI figureglisplayed inFigure 3 show the
substantial GVA ROI of the current incentive with each NOK 1 million invested; a return of NOK
2.1 million in direct GVA, NOK 1.4 million in indirect GVA, and a further NOK 1 dnnmili
induced GVA, creating a combined ROI of 4.7 (figures do not sum due to rounding).

Figure 24z Economic Return on Investment

NOK 2.10 .
NOK 1 VR e Direct Impact 2.1ROI 5
of Net* Investment e
in the producti NOK 2.40 Indirect Impact ROI =
In € pro .UC on GVA Value p 1.4 <
Incentive oK ﬁ
*Cos.t of\ncentlve.minus 1.10 Induced Impact 1.1 ROI >
direct tax receipts GVA Value O

Numbers may not sum due to rounding

5.3. Impact of Scenarios:Output

An increase in the annualbudget for the incentive will have a notableuplift in the total
output from film and television productions. As shown inFigure 25, a stepped increase in
annual budget (i.e.scenario 3) will create nearlythree timesthe level oftotal cumulative
output for the years2024-2029, creating NOK 8,920 million in output, compared to the
businessas usualoption (i.e., scenario 1)of NOK 3,170 millionin the case of & uncapped,
automatic scheme (i.e.scenario 4) SPI calculates that thereavill be over x35 the total
cumulative outputover the same perio¢compared toscenario 1)creatingNOK 11,310 million
in output. In the absence of an incentiee., scenario 2) the total cumulative output for the
same periodwill be significantly lessatNOK 250 millionFigure25 also illustrateghat direct
output contributesjust less than half the totampact.

result from the production activity.
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Tablellin theappendix ¢hapterl22)providesa breakdown of te cumulative outpufor each
scenarioby year.

Figure 25z Cumulative Output, 20242029, NOK million 2022 prices)

11,310

2,110
3,430

2,710
3,170
250
960 4,100

60
1,460 110 89

Scenario 1: Business As Scenario 2: No Incentive Scenario 3: Stepped Increase Scenario 4: Uncapped,
Usual Automatic

H Direct Indirect ®Induced

5.4. Impact of Scenarios GVA

GVA associated withincentivised productions would be significantly higher with an uplift

in the annual budget for incentives As shown inFigure 25, a stepped increase in annual
budget (i.e.,scenario 3) will create nearthiree timesthe level of total cumulativésVAfor the
years 20242029, creating NOK3,600 million in GVA compared to the current level (i.e.,
scenario 1) of NOK,280million. In the case of an uncapped, automatic scheme @epnario
4), SPI calculates that there will be overSe total cumulativeGVAover the same period,
creating NOK4,5680 in GVA In the absence of an incentive (i.egenario 2), the total
cumulative GVAfor the same period will be significantly less, at NO®O million. Figure26
also illustrates that the totalGVAwill be chieflycreated through directGVA followed by
indirect GVA,and then inducedsVA

Table 11 in the appendighapter12.2)provides a breakdown of the cumulativeVAfor each
scenario by year
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Figure 26 z Cumulative GVA, 2024-2029, NOK million (2022 prices)

4,560
3,600
850

1,390

1,090

1,280

390 1,650

590 50 100 20 ..

Scenario 1: Business AScenario 2: No Incentive Scenario 3: Stepped Scenario 4: Uncapped,
Usual Increase Automatic

m Direct mIndirect mInduced

5.5. Impact of ScenariosFTE Jobs

An increase in the annual budget for the incentivevould lead to a significant uplift in the

total FTE jobs supported byncentivised film and television productions. As shown in Figure

27, a stepped increase the annual budget (i.e.scenario 3) wilmean bythe year 20290over

four times the amount oftotal FTE jobswill be supported by incentivised productionthan
under a business as usual scenadocounting forl,20 FTE jobgompared to 320 FTE jobs
These figures include direct jobs within production companies, activity in the supply chain and
the impact ofspending of wages in the economy.

In the case of an uncapped, automatic scheme (seenario 4), SPI calculates thdtdre will
be over %.5 theamount of total FTE jobs supported blye incentive {,850FTE job% In the
absence of an incentive (i.esgenario 2) SPI predict a notable drop in FTE jassociated with
in-coming international productiongo 30 FTHobsin 2029.

Table 11 in the appendixhapter 12.2) provides a breakdown of th@rojected FTE jobs
supportedfor each scenario by year

Figure 27z FTE Jobs Supported by Incentivised Production®r 2029 (direct, indirect, and
induced)

1,850
1,320

400
3_20 610 t15]0)
—/Z 10

Scenario 1 - Do Nothingscenario 2- Low AdoptioBcenario 3 - Full AdoptiorScenario 4 - Uncapped,
Automatic

B Direct Indirect ® Induced
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In scenarios 3 and 4he¢ number of FTE jobs supported by the incentiséorecast to grow
significantly over the time periodrom 160 in 2023 to between 1,320 and 1,850 in 2028e
Figure 28

Figure 28z Total FTE Jobs Supported by Incentivised Productions for 2029

1,850 1,850

1,320 1,320 1,320

320
240
160

30 30 30 30 30 30 30

2022 2023 2024 2025 2026 2027 2028 2029 Jobs in
2029

= Scenario 1: Business As Usual Scenario 2: No Incentive

= Scenario 3: Stepped Increase

Scenario 4: Uncapped Automatic

5.6. Return on Investment

The GVA Return on Investment (ROI) is a measure of how much economic (@&)is

created perNOK 1 million of investment in the productiancentive. TheOET OAOOIT AT 06
estimated to be the totakost of the incentive payments, minus the direct tax receipts which

result from theproduction activity.

To calculate thdrOl, theproduction expenditure which is forecast kappen in the absence of
the incentive (in this case scenario 2§ubtracted from the forecasts for the other scenarios
this is so the ROI calculates the additional activity generated by the incentive.

3 0 ) ac@atidks showa positive and significant return on investment for all incentigieigure
29). The Business As Usual incentivas a total ROI of 4.5, whicheans that for each NOK 1
of invested in the scheme, returns NOK 4.5 in terms of GVA uplift.

Asthe allocated incentive grows, so does the R@hough at a diminishing rate, meaning the
difference between the RObetween scenario 3 and scenario 4viery small (masked by
rounding).The underlying relationships betwedhe incentive payment, expentlire and GVA
generated within the economic model are linear. The differences betweerRbé figures are
as a result of thbase casdéscenario 2), which is netted off, becoming a smaller proportion of
the impact as the incentive and expenditure rises.
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Figure 29z GVA Return on Investment, 20242029

4.5 4.8 4.8
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1.1

Scenario 1: Business As Usual Scenario 3: Stepped Increase Scenario 4: Uncapped, Automatic

m Direct GVA ROl mIndirect GVA ROI Induced GVA ROI
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6. WORKFORCE AND COMPETENCE DEVELOPMENT
6.1. Introduction

In addition to the economic and cultural value, film and television production provides hugely
valuable opportunities for workforce and competence development. Combined with, or as an
alternative to formal college and university training, aspiring and bi&hed cast and crew can
gain firsthand experience on real life projects, gaining skélggosureand credentials for their
own portfolio. These jobsare highly skilled, highly paiéind mobile, withprevious SPanalysis
suggesting that productiommployment isoften highly satisfyingand meaningful

Thischapterprovides an assessment the extent to which the Norwegian incentive is having
an impact on the domestic film and television workforce, including how the current incentive
design and wider industry factors might be limiting this impact.

62. .1 OxAU8O &EII AT A 4A1 AGEOGEIT 1T 71 OEA& OAA
The Norwegian film and television workforce consists of talented professionalsncluding
actors, directors, producers, screenwriters, cinematographers, and editors. The industry is
supported by the NFI and the Regional Film Funds, which provide funding androes for

local productions. The country has a strong tradition of storytelling and a thriving film and

television industry, producing both commercial and art house content. Norway is also known
for its innovative use of technology in film and televisigneduction.

Norwegian film and television have received international recognition with several films
and shows winning awards at major film festivals and receiving critical acclEm@Worst
PersonintheWorjdWwowXq xAO 111 ET AOMAA20ZEICénneS Eilh Festvdl,i A Ad
and Best Foreign Language Film and Original Screenplay at the 2022 Academy Aiards;
Tiki (2012)was nominated forthe Academy Award for Best Foreign Language Filahile
Norsemen(2016) received significant critical acctaiboth domestically and abroad. On the
international front, the producers ofmajor Hollywoodfilms such asNo Time to Dig2021),
Mission: Impossible Fallout(2018), andDune(2021) have all chosen Norway as production
locations, supported byhe Norwegan workforce.Norway is known for its distinctive visual
style and its commitment to producing higfuality content. The NFI provides support through
grants for the development, production, and distribution of films, as well as promoting the
country's fim and television industry internationally.

Over the last decade, the Norwegian film and television industry has steadily growrnwith

a stream of local and international qmoductions. This has been through a combination of
enhanced public investment, sudgs through the establishment of the NFI, Regional Film
Funds andilm commissions, as well as a global uplift in film and television production (see
chapter2.4,1).

Despite this steady industry growth, there are prevailing challenges aroundOA OAET AOAET
both within Norway to other sectors and to more populated regions,as well asto an
increasing number of competinginternational markets. This has led to capacity issues
within specific roles, especiallyn more senior positions suchas Heds of Departments.
Aspiring domestic filmmakers; more rural locations oftesee the need to relocatdypically
from the Midgard and Northern parts of Norway to Oslo and the surrounding areas for work
opportunities. Similarly, many consultees observedhat Norway is losing talent to nearby
markets, where there are more consistent and higher levels of production activity, to gain
experience and employmenfor examplereland, UK, Czech Republic, aather countriesin

the Nordic region The upshot of th is that inward productions frequently bring in their own
cast and crew.

There has been a growing focus on diversity and inclusion, both on and eftreen This
includes initiatives by the NFI, whergplicants for production, promotion and distribution
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grantsare required tdulfil a diversity standard. The standard includes demands for inclusion
and representativeness escreenand behind the cameraSimilarly, the NFI has introduced
mandatory reporting for producers on the diversity and inclusion of their supported
productions The aimis that producers are encouraged, at an early stage, to make conscious
choices in terms of relevance, audience orientation and sustainability.

63. .1 OxAUG O &Eioh T TranindPravididnA OE OE
Norway has a variety of training provisions in place to develop its film and television

workforce. These includespecialisthigher educationprogrammes (Table 4), professional
developmentprogrammes, and ofthe-job training within praluctions.

Table4 %@ Al DI A0 T £ .1 0xAUBO (ECEAO %AOAAOQOEITT %00
Related to Film and Television Production

Higher Education Establishment Location Number of Students
The Westerdals Department ¢film Oslo 500

and Media

The Norwegian Film School Lillehammer & Oslo 108

TheNordland School of Arts and Filn] Kabelvag, Nordland 15

Formal training from higher education establishments is still the most common routénto
the film and television industryA significant proportion of entrants into thi&im and television
sector are graduates from higher education courses, particularly in altoedine or other
non-craft roles. Norway has a diverse range of offeringstlois front, with higher education
institutions providingcourseswith their own distinct structures and approaches.

The School of Arts, Desigh and Media, at Kristiania University Colleggslois the largest
artistic education department in Norway. Amagst its offeringis the Westerdals Department

of Film and Mediawith around 500 students and 35 employees. Each year, hundreds of
students graduate, witha high percentaggoing straight into employment in the sectoDue

to its size, the departmerisable to cove mostpartsof the creative value chain of production,
offering studentsa range ofinsightsinto the demands offilmmaking.

The Nordland School of Arts and Film is a much smaller course wittaraedly different

approach. It offers a bachai® programme that enables students tavork as independent

filmmakers through their own artistic practice, practical experience, and critical reflection. The

course treats flmmaking education aguided, interactive, exploratory process, witarning

through experience asts core focus, supplemented by workshops and lectures from
internationally acclaimed filmmakers sharing idemsd methods. Given its relatively small size,

with 15 students admitted a year, the course is able to offer more freedom of learning than is
standard and digh proportion of students go on to make their own small independent films.

The course is unique, not justiforway, but amongst filmmaking courses internationally.

The Norwegian Film SchoblasX @3 OOOAAT 008 4EA AAAEAI T 080 AAC
, ETTAEAI T AOh xEEIT A OEA 1 AOOAOG6O AACOAA pPOIT CO
continuing and further eduation programmes are located in OslBhe school is highly
regardedwith the vast majority of studententeringthe sector, including several alumni going

on to receive significant accolades and many going on to work as heads of department. The

school takes a holistic approach to teaching, incorporating experiential learning, situational

learning andproject-basedlearning, with faculty who themselves are active in the industry.

Students divide their time between working on projects and in workshops.
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Shorter, more targeted training provisions also exist in Norway For example, the
Norwegian HIm Institute offers training programmes such as UP 2.0, a development
programme for underrepresented filmmakers in the Norwegian filend televisionindustry.

The progammelasts 18 months andllows 12 promising filmmakers the chance to get access
to relevant professional and personal development through workshops, training, precess
meetings, and coaching. Additionally, shorter courses, workshops and other trainingteve
often arise across Norway for young peoplEhese are offerethrough various providers, such
as the Norwegian Film Institute, production companies, and regional film commissions.
Opportunities also exist for training programmes thatin as an adjunct to ongoing
productions, whereby crew are provided formal-tite-job training within productions (see
chapter6.4 for a further discussion)

However, Norway lacks a comprehensivecoordinated strategy at the national level for
increasing the quality, and particularly depth, of its workforce. Existing workforce
provisions are not overseen in a-oedinated way with alack of £l AOO 1T 1 AAOAIT 1 PET C
overall workforcesuchthat it would besufficientlyprepared forpotential increasen demand.

As well as training existing crevan importantfunction of thisis ensuring aufficient pipeline

of new crew into the industry, particularly for craft, technical and specialist roles, areas where
film schools are less likely to besifnificant benefit. The rangeof roles required for production

is highly varied, in many caseselying onskillsetsthat are distributed acrosslemographic
groups,regions andqualification levelsSeveral other countries have been putting structures

in placealongside incentiveso ensure tle strength of their crewbasesncluding recruiting
crew withtransferable skills frondeclining sectorg®

6.4. Effect of the Incentive on Skill Development, Training and Related Career
Opportunities

Along with formal training provision, arimportant source of skill and competence
development comes from the experience of being employed on larger, commercial
productions that are typically attracted to a market by an effective incenti&ichknowledge
transfer allows crew to put their trainingnto practice and exposes them to additional
filmmaking demands that may not necessarily be captured in a formal training environment
Often crew candevelop their skillsapidly underthese conditions They are ao able to add
internationally known productions to their CVs lelp attractfuture work In some casesnore
formal training components are also included as an adjunct to the production process.

In Norway, as with other territories, thexistence of largescale international production
provides unique development opportunities over and above those present in domestic
productions. Along with simply adding to the volume of production experience opportunities,
these productions have distinclevelopment opportunities, as they require very high
standards of professionalism and efficiency, as well as incorporating cutting edge techniques
andworking methods

These productions also enablearningdue to the highly experienced crew brought fiom
elsewhereto work alongside Norwegian crewas well as fostering network building across
borders Additionally,more specialised or crafbles, such athose within set designprops,
and visual effectsnay not exist in smaller productions, amtdew working in these areasely
more heavilyon larger productionsOf the survey of 11 incentivised productions, povided
training opportunities for Norwegian crewlthis included ongroductionthat initially brought

““How Europe is addressing skills shortages to keep up with the productioBdseemDaily, 2nd April 2019.
Accessible at: https://www.screendgitom/features/howeuropeis-addressingskills shortagesto-keep-up-with-
the-production-boom/5138054.article
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Norwegian film and television workforcen as junior roles into all departments and with
increasingresponsibilitythey are now working akeads orproduction.

Another production did not haven official training programme for Norwegian crew but
largely worked with thesame crew across thilree shoots providing ongoing work and skill
opportunities.

‘ ‘ Being exposed to this level of feature film production is in itself a learning experience. |
have seen the Norwegian crew develop and understameghieements and skills
needed for this level of film making.

Larger international incentivised productions do not tend to hire Norwegian crew across

the broad spectrum of available crewoles, but rather within specific, more junior roleShey

bring in their own directors and writers, as well as other heads of department. Additionally,
whilst the incentive has had some impact in increasing the prevalence of these development
opportunities, itsimpact has been limited due to the relatively low védume of international
incentivised productionin Norway. For most crew, the opportunity to work on these types of
productions is rare and many have never had the opportunity to do so. The problem is more
acute in some regions thmothers, with crew in Nottern Norway notably unlikely to have
worked on incentinded productions.

Similarly, the number of incentivised productions is very low, especially compared to other
jurisdictions. This low base is limiting the extent to which these productions can servesaa
meaningful source of employment for Norwegian crew Due to the freelance nature of crew
roles, a threshold of consistency and continuity of work is important. With the current volume

of incentiveed productions, this threshold is not being mé&ven f@ | AT AAOO T &£ .1 0
workforce who are able to secure positions on these productions/abk of volumemeans
OEAO OEAU AAT1T1TO0 AA OAIT EAA ObPiT AO A AilT OEOOA

The type and scale of incentivised productiomre alsoimportant factor sin the productions

effectiveness for enabling valuable workforce skill and competence development
Consulteesbelieve that whileindigenous creware equippedto work ona higher volume of
internationalproductions with internationallyenowned filmmakersa large number of smaller

mid-sized productions (~NOK 340 million) weremore valuableto them. Such productions

were betterAT ECT AA xEOQOE OEA ET AOOOOUB as &ddéldhati &6 AAD
AEAT CAO ET OEA EIT A AthebledtheSoattrAchng & ider rangelofBizell E A OA
productions to Norway, especially in the mrdnge. This would be hugely valuable for
developing the level otrew capacity and capability within the domestiadustry through

giving them more regular work on smaller productions, rather than valuable but irregular work

on fewer and more competitive largscale productions. It was argued thatver time this

productions
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7. WIDER INDUSTRY DEVELOPMENT
7.1. Introduction

Film and television production has a wide range of benefits. Primarily the value cioube

in the individuals and production companies working directly on productions, in the form of
(typically higher than average) wages, as well as business turnover and growth. However, the
process of film and television production relies on and drawsnfi@ widereaching supply
chain, including vendors and service businesses.

Thischapterprovides an assessment the extent the Norwegian film and series incentive is
having an impact on the development of the wider industry, including how the current
incentive design and wider industry factors might be limiting this impact.

7.2. Incentive Supported Investments in Production Infrastructure

Norway has a vibrant film and television industry with several production studios and
facilities available forfilmmakers to use. These studios and facilities offer a range of services,
including preproduction, filming, postproduction, and distribution. Some of the most well
known studios and facilities in Norway inclu@mCamp indverbygdand Storyline Studios
ASin Oslo.These facilities provide a wealth of resources for filmmakers, including sifte
the-art equipment, experienced professionals, and a supportive creative environment.

The Norwegian film and series incentive has had positive impact on the Nomwegian film
and television production infrastructure. However, the impact has been limited by the
current conditions and effects d an irregular pipeline of inward productions.

As detailed inchapter 3.7, the incentive hasencouragged greater levels of intmational
productions to shoot in Norway. Consultees noted how the presence of these productions and
related investments have assistedimproving and expandhg the production infrastructue,
which in turn has helped imaking the industry more efficient and cosffective and support

the growth and competitiveness of the sectlmmg-term.

However, as shown ichapter3.3, the incentive igypically helping to attract investment into

the industrythrough a small number of irgular largescale productions each year, with the
established studios and production facilities deriving the majority of their business from
Norwegian productions, or smaller productionsishAE AT 8§ 0 AAAAOO OEA ET AAI

Industry consultees spoke of hopotential private investors would have more confidence in
investing in new studio buildsr studio expansion# the scale of potential inward productions
was more predictable. It was thus argued that a higlenual budget for the incentivand the
conseaient increase in production woultelp build confidence innvestments for new
companies, new departments, new services, and new jobs.

‘ ‘ It's hard to know how much to invest becahe@amount of production is sporadic
7.3. Incentive Supportedinvestments in Vendors and Support Businesses

There has been some growth in Norwegian businesses servicing the film and television

sector. (1 xAOAOh AO xEOE 1 OEAO AOPAAOO 1T A& .1 O0OxAU
infrastructure, the incentive has the potatial to increasethis further.

As detailed in chapter 3.7, the incentive hasencouraged greater levels of international
productions to shoot in Norway. As well as providing business for studios and production
facilities, these productions have also givémusiness toother companies servicing the
international productions, such as equipment hire, hospitality and accommodation.

addition, the investmentthe incentive is attractingprovides more resources for production

vendors to work with. This can help support the production of higlguality content and can

improve the competitiveness of the industry.
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Established guipment hire vendorssuch asstoryline and Dagslysiave been able tenlarge

their businesses to service the demands of larger inward productions, beyond the domestic
market. Howeveras with studios and other production facilitiethese vendors spoke of the
unpredictability of the incentivegspecially becausthe very smalkizeof the funds available

means projects are frequently rejected. This means it is high risk for them to invest in
DAOI ATAT O O0OAEZE AT A TAx ANOCEDI AT O AdQemd&AU AAI
consultees, therefore, similarly argued forhégher annual budget for the incentive, which

attract high levels of production and budonfidence in anynvestments they make to scale

their business.
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8. NATIONAL BRANDING AND SCREEN TOURISM
8.1. Introduction

As discussed ichapter 7, film and television productiomleliversa wide range of benefits.
Along with direct economic and financial value (e.g., wages, business turnover and growth) and
supporting a widerindustrial ecosystem, there are wider social and cultural benefits. These
include using film and television production as part of national branding and leveraging
depiction of a country or culture on screen to attract inward investment and tourists.

Thischapterprovides an assessment on the extent the Norwegian film and series incentive is
EAOET ¢ AT EIi BDAAO 11 .1 OxAUGBQindudirg Bdwithd ¢urrehtOAT A A
incentive design and wider industry factors might be limiting this impact.

8.2.  National Branding

National branding refers to the act of a country promoting and shaping how it is perceived
internationally, generating positive interest in its attributes, values, and outputs.

There is a growing recognition from governments around the world thafilm and television
can be gpowerful vehicleto support national branding through its ability to export the image
and character o& country widely and accessibly across the world.

relAT Ah xEOE A DI POI AOETT OEUA T &£ Y [T EITEITh Al
isan example of a country that has increasingly relied on the film and television industry in this
xAU8 )1 OEA ) @&dba Eelandi2@?EsiintedyAtie @@ 6f its film and television

sector in projecting a positive view of Ireland was specifically highlighted as an objective. In

3 0 )2@2® study forScreen IrelandThe Cultural Dividend Generated)op AT AT A8 O 3 AAOQOE
Film andTelevisionncentive™ survey analysis showed that 58% of survey respondents agreed

that Irish film and television promotes Ireland internationally, with only 17% disagreeing.
Domestic productions like th®anshees of Inisheri{2022) andThe Quiet Gi{2022), both

nominated for Academy Awards in 2028ature Irish history and heritage whilst showcasing

its creative capabilities. Additionally, international productions sucWiédngs: Valhallé2022)

and Star Wars: The Force AwakdB815) display its natural scery and ability to facilitate

large-scale productions.

Similarly, South Korea has benefitted from the national branding impacts of its film and
television success. Following the 1997 Asian financial crisis, the South Korean government
oversaw deep investni in its film and television sectd?whilst paying particular attention

to how this and other cultural exports can enhance its national btarince this time, it has
gone from having production output that attracted little international appeal, tmgucing an

Academy Award Best Picture winner Rarasitef W oWaoq AT A . AOAI E@G8O 11 0OC
date inSquid Gam@021)AOOAAT EOEET ¢ EOO Z£EiI 1 AT A OAI AGEOE
EATTEA8 !'TAIUOEO ET WYoWwWo fAulurakoltput HaEalsinifieahtOA A S O

economic knockon effect on international demand for South Korean exports in other
industries, such as tourism, cosmetics, foods, fashion and electrdnics.

41T AAT ) OAT AT Ad ) OA B Gdvdirtnént of irelarkjuhe 21 8. AcdBgbE BtO O Wow
https://www.gov.ie/en/campaigns/globalireland/

“2AEA #01 OO0OAT S$EOCEAAT A ' AT AOAOGAA AU 0plshéd SRIanGaROBAAOET T 1 |
Accessible athttps://www.o-spi.com/projects/irelaneéncentive-impact-study-culturatdividend

“3The Appeal of KoreBljthe Worthy, Steve Choe, Sangjoon Lee, Benjamin Nickl, Emma Rayward

and Lee Sunéie, 2020

“YeEI T AO AOI OOOAI AEDPITI AAUG 37 OGEowHihgddeA®1® 1T AOET T AOAT Al
“The Korean Wavdin, D. Y, May 2612020 Accessible athttps://www.gjia.georgetown.edu/2020/05/26/the

koreanwave/
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4EARA T OxACEAT £EI T AT A OAIl Aubek &ambnis ththrdmfole OE OA S O
nation branding. These include the criteria for thBlm or series productionto reflect

Norwegian or European values, culture, identity, customs or traditioBsnilarly, another

criterionis that the soryline, screenplay, camal theme of the film is based on events that are

a part of Norwegian or European culture or history

. T OxAUB8O A£EI T AT A OAI AGEOGET1T OAAOI wthdeved AOAxIT
incentivised productions attaining international reach, andany help national branding.
Occupied20152020) is a Norwegian political thriller available to stream in 19 territories, as

well as having broadcast rights sold in numerous countries. The prescient series depicts a near
future in which the Norwegian govement has stopped oil and gas exports, prompting the

Russian government, with the support of the EU, to occupy Norway to end a Ewvijee

energy crisis. The story situates Norway right at the heart of global geopolitics and
international relations, depiéhg Norway as having an important part of world affairs and
consequently of significant national standing and influence. The series exhibits places, events,

AT A EAAOOOAO T £ COAAO OECT EEZEAAT AA O .1 OxAUG
the Royal Guard, the PST, the Norwegian monarchy, the Storting, the Supreme Court, as well

as numerous towns and cities across Norway. The series also manages to show some of the
realworld institutional functions within Norway, its soceconomic circumstancg and some

of its cultural complexities.

Troll (2022), an incentivised Norwegian produced thriller, was released on Netflix and

quickly attracting A CI1 T AAT  AOAEAT AAh AAAT I ET €nglisPAO &l E@6
language film for a period after its release The filmwasinspired by Norwegian folklore and
fairytalesAT A AAPEAOO $1 OOA AT A Al x1 OI x1 /7 O011Th ETAI
producer,Kristian Strand Sinkerdd AAOAOEAAA OEA &£EI I AO AAET C O
AT A 1T17 OAA OEA EIi pi OOATAA 1T &£ OEI xET ¢ OEA xI OI A
b O A OR Gimiladly Ragnaok (2020) draws from Norse mythology and réea audiences

across the globe, with streaming availability currently in 31 countries. In both cases, these

DOi AOCAOGEI 1 6 OAOOGAA AO AgAIiPIAO T &£ .1 O0xAUBGO AA
on display for global audiences, whilst projecting an gmaf Norway as a creative place with

a distinct identity. Withan even wider reachiMission Impossible: Fallg@018), amongst the

OA1T EEGCEAOO C¢Oi OOET ¢ AZ£EIT O ¢ciIi AAITTU ET EOO UA
The film was partly shot iRulpit RockPreikestolen)in Strand, Rogaland serving to advertise

. T OxAU8 O PEUOEAAI AAAOOU Oi I EIaPEROELEEKE ©®EAGA
xAOT 860 OAO ET .1 OxAU AT A AEAT 60 AgDPI BALOI U OA
the film led to an increase in tourism to the site (sd@pter8.3) andan entire locations tour

dedicated to it, offering tourists the chance not just to see the location itself, but also to visit
surrounding attractions, get immersed in Norwegianlture and heritage, and become more

familiar with its way of life.

(T xAOGAoOh AOGA O1 OEA 11x OIT1O0IA T &£ DOil AGAOETTO
there is a limited impact that the incentive has had on national branding to dateMoreover,

whilst productions shot in Norway can have an impact on national branding without having a
Norwegian setting, the potential scope of impact is restricted when the production does not

contain a Norwegian setting, story, characters, or other itig@bly Norwegian elements. In

previous years, a high percentage of incentive funds have been awarded to productions using
Norwegian locations, buessin the way of other distinctly Norwegian elements.

8.3. Screen Tourism

Screen tourism refers to thephenomenon of people traveling to locations that have been
featured in films or television shows SPI has undertaken a number of studies into the
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economic value generated by screen tourism, including for Tourism Northern Ireland, which
analysed the economai effects of tourist visiting locations depicted in tli&ame of Thrones
series had to the economy, and for Creative Engfnavhich estimated the value of
international core screen tourists visiting locations in rural parts of England.

Norway has been feaured in a number of popular movies and television showsvhich has

led to an increase in screen tourism in the countryThe country's stunning natural
landscapes, historic architecture, and cultural heritage have made it a popular destination for
tourists seeking to experience the locations they've seen on scrlenable examples include

a notableincrease in visitors to the Preikestolen cliff edge in Rogaland following its depiction
in Mission: Impossiblé-allout(2018), as well as the Juvet Landscéfmel being consistently

fully booked ever since its first depiction ExMachina(2014) nearly a decade ago. Other
popular screen tourism destinations in Norway include the city of Bergen, which was used as a
filming location forSpectrg2015), and th&gros region, which was used in the production of
The Snowmai2017).

In recent years, Norway has embraced screen tourism as a way to promote its natural
beauty and cultural heritage. Visit Norway regularly uses shots and testimonies from the
productions & part of its marketing campaigns for Norwdg both attract screen tourists, but
also for inward investment into Norway. Traffic to their website tripled after the premiere of
Frozen(2013), with a page witRrozers banner experienced 10 times morisits than other
pages in the period. Visit Norway also advertise popular guided tours of filming locations.
Similarly, the Northern Norway Film Commission commissioned a dedicated study into the
current and potential value of screen tourism to the largemote region.

Norway's film and television industry continues to grow and attract international attention,
and film tourism is expected to become an even more significant part of the country's
tourism industry in the years to come

4" Quantifying Film and Television Tourism in Engl@isberg SPI, 2015. Accessible at: https://wwav.o
spi.com/projects/blogpost-three-m3jd2
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9. CULTURAL VALUE
9.1. Introduction

As part offilm and television productionncentive schemes globally, it is common to have a

OAOlI OOOAT OAOGOE AO A DPOAOA NiéE B Bdn juididiordd AAT OE
jurisdiction, but all have their own cultural criteria which need to be met by all incentive
applicarts, often on a points scoring basis.

These cultural tests aneerycommon in EU or EEA member states, as they are part of the State
Aid framework which is regulated in the EU by the European Commission and in tH& tSEA
the EFTA Surveillance Authority $8). Film and television production incentives are seen as
key tools for supporting national cultural expression. Amongst countries with cultural tests in
place are the UKMalaysia,France, and Germany.

In line with this, the Norwegian film and series inentive scheme specifies a cultural test as

part of its application regulations. The test evaluates various aspects of a production to
determine whether it is sufficiently relevant to Norwegian culture and identity. The several

metrics assessed are splithd  Ox 1 A Aifukied OEROfddadtioAdOL OBOEAG8 41
former is concerned with direct cultural relevance, containing metrics such as the use of
Norwegian language the depiction of Norwegian culture and histgrand the use of

Norwegian charactersThe latter contains a broader set of production criteria, such as the use

of Norwegian castand crevh 1T T OOEAOOET ¢ O1 OEA AAOAlLdndi AT O 1
having a strategy for sustainable and green recording. Both components of the test must be
passed, but a minimum dbur points is needed to pass thailtural criteria component, whilst

20 points is needed to pass the production criteria component.

) 08 O i fo Mitialydek out the specifics oheculturaltesstAEAAA T £ 30) 60 AOQI
assessment, as the cultural test is a mandatory pdrthe incentive programmghelpingto

ensure that the financial support provided by the government is being usgaromote the

growth and development of the Norwegian film abelevisionsector. By requiring productions

to demonstrate a strong cultural connection to Norway, the cultural test helps to ensure that

the industry is producing content that is represeniagiof the country and its people.

9.2.  The Cultural Impact of the Norwegian Incentive

In previous studies on cultural impact for other jurisdictions, such as in Ireland and Australia,
SPI has utilised a framework proposed by John Holden of the Demos thinkidméh defines
three kinds of cultural value These areintrinsic - relating to aesthetic excellence and
individual enjoyment; instrumental relating to the indirect cultural impact on further social
goals; and institutional relating to effects on the ppmotion and recognition of a country
internationally. Film andtelevision production hasthe power to exhibit all three types of
cultural impact

Institutional value, through the promotion and recognition of Norway as a means of national
branding, has been discussauchapter 8. In addition to this, there is also the potential for an
incentive to contribute to the two other aspects of cultural ingbaindividual enjoyment and
appreciation of aesthetic excellence amongst the Norwegian population; and underpinning
social cohesion in Norway by positively challenging attitu@esl increasing the profiles of
certain areas of culture.

Welcome to Utmar{021)isa Norwegian HBO Europe series available to stream across much
of the Nordic region. The show is a modern western surrounding conflict amongst contrasting
characters within a small, remote town, and is set on the northern margins of Norway on
indigenous Sapmiregion. The screenwriter, Kim Fupz Aakeson, describes the film as being

“\Which Norway is a member state, along with Icelabigchtenstein, and Switzerland
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OOEI PI U AAT 606 EOI Al AAET ¢&°addartimdtagecespush @O AT T 1
apart. Whilst the series explesuniversal themes, it also manages to capture ahsplay to

audiences some of the realities particular to those living within very small, secluded
communities in this case, the northern margins of Norwayhich Norwegians perceive as

being the edge of civilisation. sAit isset inthe Sapmi regionthe series manages to depict a

distinct part of Norway which is undeepresented in other areas of medigpvernanceand

institutions, one which has a unique and diverse, culture and heritage.

Beforeignerg2019) is a Norwegian Science Fiction drama series; the first produced for HBO
Nordic. The series concerns the "beforeigners"”, people from past time periods wheslydd
appear in the present, and attempt to integrate into 2i&sintury Norway, with characters
emergingfrom the Stone age, the Viking era, and the™e&entury. The series incorporates
elements of Norse history, and the creators of the show paid particaksention to the
accuracy of its depictions, contacting researchers and professors to maximise the accuracy of
pronunciation of Old Norse used in the series. The series also creatively explores the issues of
xenophobia, migration, and the Norwegian welfi@e state, with the creator of the show
describing it as an allegory for the refugee criSis

Whilst the incentive has contributed to supporting productions with cultural value, other

incentives globally are able to contribute to supporting a broader rangef productions that

tell stories from a broader range of perspectives, communities, and demographic groups,
OEAOAAU EAOET ¢ COAAOAO AOI OOOAI HElenpAskaied ) OAIT A
significant cultural impact in recent years, withnatable degree of contribution from low

budget to midA OACAO DOT A Qded Etidy OrScred8nOljeléndon the national

ET AAT CubuéAmividend found that the Irish film and television sector hagenerated

positive outcomes in areaguch asducating society, driving debate, and educating children.

The Quiet Gir2022) is an Irish language film supported by the tax incentive which offered
non-anglicised view of Irish people, telling the story of a girl from a troubled home. The film
attracted audiences both young and old, and the interésroused in the Irish language, which
despite government efforts has remained in spare use, has ledhods showing the film in
lessongo students studying Irish language and taking students on school trips to see the film.
This lowbudgetfilm was nominated for an Oscar in 2Q02%idence ofts creative and aesthetic
excellence. Several other examplegisg of the significant cultural impact of Irish film and
television across a broad range of production types and a broad range of cuitlua!.

Such breadth of impact is made possible in Ireland and other jurisdictions due to incentive

schemes supporting a greater number of production types outside of predominantly

supporting large scale international productions. These incentives usually have higher budget

caps and automation in acceptance processes.

93. O7EI | Ed-BABBDOIOOAEAO #11 PAOEOIT 1

Outputs from the cultural sector mayvhave the properties of a public good, in thgt they are )
Ol IOEOATI OUs jE8B8A8h 11T A DPAOOI thatofi DERODIQP @E IAT OA
AdAl OOEOASG | EBA8h EO edple frdam@ccdsiBecAudeof tBiguliOEAT A O
good element, the value of some cultural goods is not fully reflectedhieir market price. As

Q"1 %OOI PABO 3AIE 7AO0AOT O67AIT AT T A O1 s5O0ivaiegEs A0 " O EA
Felruary2021

0@ AZE OAECT AOOS 111 A idiadOrdiGehSerie¥ariety( 23 AuGUSRED OO . |
https://variety.com/2019/film/festivals/beforeigneranne-bjornstad-hbo-first-norwegianoriginalseries

120331031 7/https://variety.com/2019/film/festivals/beforeigremme-bjornstad-hbo-first-norwegianoriginak

series1203310317/

SI4EA #01 OOOAT SEOEAAT A ' AT AOAOGAA AU .DIébéd $PI, Jaduary ZBBAOET T 1 |
Accessible athttps://www.o-spi.com/projectsiteland-incentive-impact-study-culturakdividend
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evidenced in the previoushapters it suggests there is intrinsic value in screen content with

high cultural value which is not connedte O1 DAT DI A0 AAOOAI OEAxET C

There are a number of ways to measure this additional value (or consumer surplus) created by
non-market benefits. These methods first emerged from the environmental economics sector

but are, in some places, beingaghlA O1T OEA AOI OOOA1I OAAOTI 08 4EA
OA1 OAQET 1 &tatell préferdnte Arid @illingness to pay methods. Thislvessurveys

to ask individuals their willingness to pa}@TP5 fgr a nonmarket good, or willingness to pay
anadditional amount. This can be done through a contingent valuation method which directly

asks consumers their willingness to pay or through a ranking of alternatives exefdise
methodology issusceptible taesponse bias anthe results can be highly context specific and
sensitive to small changes in question wording. They involve extensive primary survey work

and are therefore expensive to run and the methodology is not withtsutritics.

Even when primary WTP fieldwork isot possible (as is the case in this study), the

AT GEOT 11 AT OA1T OAAOI O EAO Al ADPDPOI AAE AAI 1T AA
context can be applied sensitively into a different context.

SPI and Proba undertook an extensive search for releW&TP studies. There wermo
examples of WTP for Norway adilm locationor on the cultural value of Norwegian content

There are some examples of surveys related to cultural heritaigss,sbut asthey are not
permanent, they are not very relevant fanalysis of WTP for film locations.

The only WTPRsurvey from Norway related to an event is Heum, et.al (20Thg survey was
used in &CBAof the hosting of thewinter Olympics 2022 in Oslo. In their analysis, they refer
to a survey oW TPamong the geneal population®? Approximately 35%f the population was
willing to pay extra tax to finance the event. On average, they were willing toNf2i{ 895
(approximately £75 at present rate)lhe context and focus of this study is significantly different
to the policy considered in the Heum et al studynd thereforedoes not provide a useable
transfer valuehowever it does exemplify the large values coming out of such studies.

A search for WTP studies in the film and television sector internationally onlyteesul one
result, a studypy Sapere for the New Zealand Ministry of Business, Innovation and Enterprise
in 2018 to evaluate the New Zealand Screen Production Gtavtiich isthe New Zealand
incentive programme. This study undertook a survey of the agajpulation of New Zealand

and asked a series of contingent valuation (WTP) questions. The study noted that the sample

size of responses was relativagallAT A OEAOA & OA OEA OAOGOI 0O OEI

OAOEAO OEAT AgAA®G68 4EEO OOOAU A& O1T A OEA

1 Use value: People were willing to pay an average of between $0.51 and $2.94 more to watch
a film made in New Zealand than one made outside. Note that the variation is caused by a
small number of outliers, therefore the $0.51 figures was deemed to beraoccurate

1 Existence value: The study asked respondents to the survey whether they would be willing
to pay a donation to ensure that New Zealand films continued to be made. The average
(excluding outliers) was $14.71, with 77% indicating they would ndtibate anything

1 The average price respondents were willing to pay for a monthly subscription with no New
Zealand content was $20.30. For a subscription that included New Zealand content,
respondents were willing to pay $22.00 on average. This gives aletnpremium of $1.70
per month or $20.37 per year

52point of viewz Jan Grund: Trust and social econonBagens Perspektiv, February 2014

3Evaluating the New Zealand Screen Product@rant Sapere, 2018. Accessible at:
https://www.srgexpert.com/wpcontent/uploads/2018/06/Evaluatinthe-NZ-ScreenProductionGrant-Finak
June2018.pdf
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1 When asked to imagine a scenario where government funding for television production was
reduced, respondents said they would be willing to donate $12.40 on average each year to
the cost of New Zealand telésion productions (that they may or may not watch)

T4EEO AT A1 UOEO ET OE Athedan@ Alacedby thefpublicloR teir Avh O O A ¢
use of film and TV is not sufficiently high to justify the funding available. However, consistent
with the noton of cultural value, the existence and public support values are significant. We

consider the existence value sufficient to justifgthetd 8

Overall, the results were sensitive to outliers and had a small sample size, so we do not think it
is appropriate to transfer the values into the Norwegian context. However, this study does
illustrate that people can place significant use and existence value on domestically produced
content. And when these values, particularly the existence value, aradadlin an analysis,

they can result in monetised valuations which are large enough to justify public expenditure on
an incentive.
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10. COSTBENEFITAND PLUSMINUSANALYSIS
10.1. Introduction

CostBenefit Analysi§ O Casisessed the social/public welfare costs and benefits which arise
from a number of different policy options.

A CBA is applicable when thetis expected to bedifferences in the social costs and social
benefits of shortlisted options. The methodology undertaken in this study is in line with
Norwegian guidance foa CBAand, where relevant, best practice internationally (seteapter

14 for list of reviewed documents).

The approach involves the following steps:

Methodological Stepsfor a CBA

1 Define rationale fointerventionand goals of policy

1 Develop a list of options to analyse, including a business as usual and do ng
(or do minimum) optioni(e., the deadweight)

1 Identify all costs and benefits of each option, including those that
O1T ET OAT AAA8 )1 Al O@eA nokrharkél Beedity OA @O A

1 Where possibleguantify and ideallyassign a monetary value teach cost and

benefit

Where appropriate undertiee distributional analysis of costs and benefits

Employ a discount rate to account for social time preference

Calculate the benefit to cost ratio of each option and compare

Undertake sensitivity analysis to assess ttiéferent sensitivity of results to

assumptions and uncertainty

= =4 =8 =4

The policy rationale and the list of options have been set oghapter4. Chapteis 6-9 set out
a wide range of benefits from the incentive programme, providing quantitative and qualitative
evidence.

The remainder of thishapter draws together the analysis into a structured CBA, setting out

the main methodological considerations and limitations of the approaas well agesults.
&OOOEAO OPAAEEZEAOG 11 OEA EAU AT TAAPOEIT AITC
methodology note in Appendix 1.

To overcome the limitations of tAheACBQ%eechapterlo.l) SPI and Probandertook A PI®

-ET 00 ! OGémoiok) O6

10.1. Limitations of the CBA Approach

There are a number of methodological and practical challenges in applying thebeosfit
methodology in the context of film anderiesincentive policies.

First, CBA does not provide a tool to effectively incorporate the interventittmeugh an
industrial strategywhich seeksto adjust or influence the industrial mix of the country, with a
view to long term resilience or fcusing. In a CBA, labour market effects are effectively
excluded as any uplift in employment or wages is assumed to be offsetltgby a reduction

of economic activity elsewhere in the economy.

Second, there are unquantifiable benefits to film and television production activity which
cannot be monetised and is not possible to include in the formal CBA framework. These
include the benefits set out inchapters 6-9 z industrial development, infrastructure
investment, workforce capability development and added cultural value.

The drawbacks to theCBA approach areapparent becausefew, if any, examples of this
approach being used sgessfully in the cultural and creative industries generatlyund the
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world, as well the screen sector more specificgbge chapter 14, Appendix 3 for list of
reviewed documents)

The only comparable CBA study available regarding the analysissahitar incentive was

carried out by the Department of Finance in Ireland, analysingéstion481 incentive This

O0OOAUR AU OEA Ci OAOTT AT 660 1 x1 $APAOOI AT O 1T &
O0' EOAT OEA fobd ahdiculfirAl bijettiVeg, Aib timely to note that, while the CBA
captures many benefits &ection481”° relief, it does not capture all the ensuing benefits,
particularly the socialkultural,and human capital returns it provides. It is not possible to
guantify these benefits, which range from increased tourism connected with film locations to the
POl i OI CAOETT 1T &£ )OEOE AT A %001 PAAT AOI OO0OA8 (
AEOEAAT A6 OET OI A AA Al 1 CEANoS«tbA nXi6 SAAAEOET T Ol

Overall, thelrelandstudy founda negative CBA ithe central case anih the vast majority of

sensitivity testing. Despite this, the Finance Ministry nonetheless argues for a continuation of

investment inthe incentive progranme, probably in part because of the considerable ayuh-

measurable economic benefitas SPbutlines inchapters 6-9 in this repor).

)y 0 AT 1T Al OAAOGO OEAO OOEA TAO AAITTIT 1 EAobdihed0O EAAT

revealed value of the social ardltural dividend provided by the Sectidny X AEFFi OAI1 EA A

Therewas also a CBAike analysis undertaken by Sapere on the New Zealand incentive

However, this studyloes not align to théNorwegian guidancend is therefore of limited use

as a comparable methodology.

10.2. Estimating Costs

To frame the logic for the CBA it is useful to focus on the production company within Norway

which produces the film or series. The Norwegian production budget/expenditure figure is the

cost of producing the film or series (relevant to Norwayggardingncome for the companies

j OOAI AGdqgqh 30) AOOOI AOG OEAO OEA EIT OGAOGOI AT O &
and SPI assumes that there is no profit made. This investment is made up of private funds (75%)

and the incentive (25%).

There arethree conponents ofeconomiccosts that can be identified and estimaté@ableb).
These vary across the scenarios tested.

Table 5 Quantifiable Components of Economic Costs

Cost of producing films That is the total expenditure on production. The estimated
and series expenditure of productions under each of the scenarios is
out inchapter 3, along with the assumptions that underpin
the forecasts.

Tax Wedge Cost As set out above, assumed to B8% of the incentive
t°8 payment amount. The estimated incentive payments for
each scenario are set outéhapter3.

adjustmen

(SO Mol ISl Rulzl This includes the staff costs, marketing costs and where
incentive appropriate policy evaluation. Exact figures for administeri
the incentive are not available, however based on

5 Budget 2023 Report on Tax Expenditures 20R2partment of Finance, 2022

“3AAOEIT Tnx EO OEA TAI A 1T &£ )OAI AT A0 pOT AOAOGETT E
%6 Budget 202% Report on Tax Expenditures 2022. Department of Finance, 2822

"Evaluating the New Zealand Screen Production Graruessible at:
https://www.mbie.govt.nz/dmsdocument/1078valuatingscreenproduction-grant-pdf

%8 Further details of the Tax Wedge Cost adjustmantavailable in the Appendik3.2.

b
To
—_
O
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information from the NFI and others, we estimate that the
current cost of administerig the incentive programme is in
the region of NOK 1 million each year. It is therefore
relatively small and therefore not materialignportant inthe
overall CBA assessment. The current selective aspect of t
scheme is resource intensive for a period ardselection
each year. The higher the degree of selection, the more
costly the administration will be.

Scenario 1:t is assumed that the cost of administering the
incentive remains constant in real terms until 2029.

Scenario 2:t is assumed that there no cost of
administering theincentive.

Scenarios 3 + 4The selection element of the incentive is
removed under both of these scenarios. It is assumed that
there is a fixed cost of administer the scheme of NOK 1
million, up to incentive payment of NOKOO million after
which the administration cost rises by NOK 10,000 for eac
additional NOK 10 million in incentive.

There is arenvironmental cost z particularly a carbon impacg of most economic activity.
There are strong grounds based on Norwegiamd aother international guidance for the
inclusion of such environmental costs within the G&stnefit Analysis However, practically,
this analysis would require significant primary data on the environmental impact of
productions, which is unlikely to bevailable. For most options, the environmental cost is likely
to be directly proportionate to the scale of economic activigithough a discussion of the
possible impact of &reen Production eligibility criteriois discussed inhapter4.

10.3. Estimating Benefits

Firm Level Benefits

4AEA AATAZEEO O1 OEA EEOI EO O privatedudds redeiddil toOAT OA 8
undertake the production, which is the value of total expenditure in Norway minus the
incentive payment, which isoughly 25% of the total production expenditure budget. For each

scenario the firm level benefits are calculated using the Norwegian expenditure projections
and the estimated incentive payments set outdhapter3.

Wider Benefits

There are clearlyerymany wider benefits from filmmaking in Norwayhich are nofpossible

to quantify using CBAThis is one of the reasorthe use of CBA is so unsuccessful and,
therefore, rare around the worldThese include benefits such as workforce and industry
development national branding, screen tourism and cultural impaChapter9.3 highlights
however, that using a willingness to pay approach can leag&sonably large and significant
values for the cultural value ¢dcally produced content, althougthere are vey few studies

on which to make a robust assessment that can be used in the quantified CBA here.

10.4. Summary of CostBenefit Analysis Results

Table 6 provides a summary of théinal BA results. The first thing to note is that for all
scenarios (apart from scenario 2: no incentive), the CBA result is that the Partial Net Present
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Value Scor@is negative, meaning that the quantifiable and monetizable benefits are less than
the costs (i.e., there is a net economic cost of the scheme). Scenario 2, the no incentive
scenario, returns a zero Net Present Value as the overall costs and benefite ofdistry
cancel each other out.

The Partial NPV score is best (least negative) for the scenario 1, the business as usual, scenario
and worg for scenario 4, the uncapped, automatic scheme option. This is because as the
expenditure and the incentive payamts increase, the 25% incentive payment grows in real
terms worsening the Partial NPV score. This is a featdithe CBA modelling and reflects the

fact that very many positive impacts, including the spillover benefits, are not included in this
guantified assessmentJnder CBA, here are no scenarios in which an incentive programme

would return a positive NPV scoravhen wider non-monetisable benefits are excluded.

30)60 AE£ETAEI cO AOA ET 1ETA xEOE xEAOmNNAO DPOA
when applying a CBA to their screen production incentive. As set out above, to overcome this,
the Ministry of Finance in Ireland indicates that the net economic cost of the incentive could be
considered the revealed value of the social and culturabictf the incentive. If this same line

of logic is followed here, it indicates that under any scenario chosen the implicit value ef non
monetisable benefits to the incentive are equal to the net economic cost.

These theoretical arguments and the parti@BA results are not very insightful for informing
policy decisionsTherefore, the SPI and Proba teaumdertook aless objective, but more
inclusiveOl@s-minusdanalysis (seehapter10.5).

Table 6 Quantifiable Components ofEconomic Cost{NOK, million, 2022 prices)

enario enario enario o&f enario 4

Costs
Costs to producing 1,459 114 4,100 5,200
firms (Production
expenditure)
Cost of administering | 6 0 6 7
incentive
20% tax wedge of 73 0 205 260
incentive costs
Total Cost (Present 1,343 99 3,682 4,640
Value, adjusting for
discount rate)
Benefits

Firm level benefits 1,094 114 3,075 3,900

Spilloverbenefits Unquantifiable | O Unquantifiable | Unquantifiable

Total Benefits 956 99 2,626 3,310
(Present Value,
adjusting for discount
rate)

CBA Results

% The Net Present Value is the difference betweba present value dhe benefitsto the present value of the
costs.lt is the present value as a discount rate has been applied. When a NPV is positive the beteéighthe
costs.) O EO A (Db dArexBdcalise @ missesAinquantifiable spillover benefits which have the
potential to be significant.
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Partial Net Present -65 0 -176 -222
Value Scorez Annual
Average

10.5. Plus-Minus Analysis

TheO0 - ED OO ! OOAOOI AT 08 1T AOCET A EAO AAAT AAOGAI T
around CostBenefit Analysis (CBA$€echapter10.1). This approach focuses on those factors

(costs and bepefits) for which it hgs not bgen possible to estimate a monetigadef The N N
APDbOiI AAE EO A OOAEAAOEOA AOOAOOI AT O xEEAE AT
I £#/ AEAT CA6 O AT i PAOA OEA T EEAIT U EIi PAAO | £ AE
The assessment of significance and scope was undertakecatiaborative graip comprising

all the researchers from SPI and Prabsolved in the study. The reason and justification for
the assessments are outlined in tlukapter.

10.5.1. Dimensions of Impact

This study has identified a range of impacts (both costs and benefits) contieatethe
Norwegian film and series production incentivieisted below are the impacts that cannot be
guantified or monetised, and are therefore excluded from the formal €Bstefit Analysis:

1) Environmentalcost

2) Workforce development

3) WiderlIndustrydevelopment

4) National branding and screen tourism

5) Cultural value

10.5.2. Significance to Norway

The Pluss ET OO0 1 AOET A AAI ATAO OEAO AT AOOAOGOI AT O 1
these impacts to Norway and the Norwegian society are assessed. The saiithg used here

aligns with that used by Oslo Economfi€slow, medium, or high. This assessment was made

ET AAPDAT AAT 01 U T &£ OEA OA AcgaptarA05.B).AabkFodtinggd AOOAO

EOOOEAZEAAQEIT &I O 30)60 OAOEIT C8

Table 7 z Significance Scores

Significanceto Justification

Norway (low,

medium, high)
Workforce High An explicit policy object of the incentive programm
development
Wider industry| High An explicit policy object of the incentiygrogramme
development
Environmental | Medium Although not significanregardingthe objectives of
cost this policy, for Norway the environmental costs of

policy are important

National Medium Objective of policy, but secondary to economic
branding impact

® Utredning av insentivordninger for filog TV{produksjon Oslo Economics, 2014. Accessible at:
https://www.regjeringen.no/no/dokumenter/Utredningv-insentivordningerfor-film--og-TV-
produksjon/id757435/
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Cultural alue | Medium Objective of policy, but secondary to economic

impact
Screen Low Tourism is both promoted in the country and also
tourism limited in certain areas, therefore screen tourism

lower priority than other elements

Source:SPland ProbaAssessment
10.5.3. Degree of Change
4EA OAACOAA 1 &£ AEAT CA
Ei DPAAO Al i DBAOAA O1 A
scenario 2) (seehapter4.2.2).

6 AOOAOOI AT O EO A AiiIDAO
OAAOA AAOAG8 &1 O OEEO AO

Table 8 assesses the scale and impact using the following categories, which align with Oslo
AT 111 EAO8 EIBAAO AOOAOOI AT O

Large negative-(- -)

Medium negative {-)

Small negative-

No scope (i.e.no change or on balance) (0)

Small positive (+)

Medium positive (+ +)

Large positive (+ + +)

=4 =4 =4 -8 -8 -8 -9

The justification for the scoring of each dimension is described alongside.

Table 8 z Degree of Change Scores

Dimension Scenario 17 Scenario 3- Stepped Scenario 4- Uncapped,
Business as usua Increase, Autonatic Automatic Incentive

Incentive

Workforce + +++ +++
development

Scenarios 3 and 4 will attraarber productiors and relatecexpenditure
This willlead to moreworkforcedevelopment opportunitiesas well as
opportunities for strategic investment aligned to skill development

Wider industry + +++ T+
development

Wider industry developmentery closely related to workforce in terms of
impact, therefore scang of scenariosilign to that.

Environmental 0 0 0
cost

The CBAanalysis is built on the assumption that increased film product
crowds out other productionThere is no evidence to suggest that

I O x Ald éndtelevision productiondustry is more or less polluting
than the oveill economy Therefore, it is assumed to be zero across all
scenarios.

National + ++ ++
branding

National branding impact is relatet the scale oproduction, but has a
lessdirect relationshipcompared to impact onvorkforce and industry

¢t Utredning av insentivordninger for filog TVproduksjonOslo Economics, 2014. Accessible at:
https://www.regjeringen.no/no/dokumenter/Utredningv-insentivordningerfor-film--og-TV-
produksjon/id757435/
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development There isnore uncertainty and/or need for aligned
activity/investment.

Cultural value + ++ ++

Cultural value has somaignment with scale of production, bus also
dependent onother mechanisns (e.g., selection criteria)There is also an
element ofunpredictability in achievindpigh cultural value However,
projects with cultural impact are more likely to be achieved when there
overall more production activity.

Screen tourism + ++ ++

The screen tourism impact is relativeliigmed with the scale othe
production, buthas aless direct relationship than the workforce and
industry developmentasthere ismore uncertainty and/or need for
aligned activity/investment.

Source: SPI and Proba Assessment
10.5.4. Plus-Minus Results
The Pluss ET 6O | OOAOGOI AT O 1 AAAG O1  Aombnkioh FANOAT A,
importance and scope foeachscenariq and there is no prescriptive way to combine scores.

Table9 summaries the combined scores from the RM@us Assessment. It clearly shows the
beneficial value of scenarios 3 and 4 compared to the base (scenario 2) and scenario 1.

Table9 z Consequence Scores

Scenario 1- Scenario 2Z No  Scenario 3 Scenario 4-
Business as incentive. (i.e., Stepped Increase, Uncapped,
usual Base Case Automatic Automatic
Incentive Incentive
High +, + 0 +++, +++ +++, +++
Medium +, + 0 ++, ++ ++, ++
Low + 0 ++ ++
Total 5 0 12 12

Source: SPI and Proba Assessment
Figure 30001 | AOEOAOG OEA AT i1 AET AA RuAMEN] GDAB A AOO EOEAA T4
guadrant. Note that the scores and values resulting from CBA and-Rlimsis assessment are
not directly comparable, as CBA results are in quantified monetary values andvitus

results are scores. However, the quadrant diagram allows the information and ordsfragerh
scenario to be displayed and the scenarios compared.
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Figure 30z Cost-Benefit and PlusMinus Summary Visual

Max. NPV
Score

T

Max PlusMinus
> S
core

® Scenario 1:
Business As Usual

™ Scenario 3:
Stepped Increase

. Scenario 4:
Uncapped, Automatic

The CBA results are mitigated by positive Plus-Minus result for scenarios 1, 3 and 4
Scenario 3 and scenario 4 have equal Rlirsus scoring and scenario 3 has a better NPV score,
which suggests thascenario 3, the stepped uplift, is preferential to scenario 4t this stage

of industrial development.
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