Office of the Commissioner
\- ®.0. Box 9550
NAVJEETK. BAL Boston, MA 02114-9550
COMMISSIONER
March 24, 2008

The Honorable Robert A. Deleo, Chair
House Committee on Ways and Means
State. House

Room 243

Boston, MA 02133

The Honorable Steven C. Panagiotakos, Chair
Senate Committee on Ways and Means

State House

Room 218

Boston MA 02133

Honorable Chairmen:

Pursuant to Chapter 158 of the Acts of 2005, as amended by Chapter 63 of the Acts of 2007, the

The Commonwealth of Massacﬁusetts‘
Department of Revenue

Department of Revenue is pleased to file its annual report on Massachusetts film tax incentives. |

If you have any questions concerning this letter and report, please contact me (at 626-2201), or Howard

Merkowitz, Director of the Office of Tax Policy Analysis (at 626-2100).

Sincerely,

Navjeet K. Bal
Commissioner

Attachment: Report

cc: Lieslie A. Kirwan, Secretary of Administration and Finance
Representative Salvatore F. DiMasi, House Speaker
Senator Therese Murray, Senate President
Representative John J. Binienda, House Chair, Joint Committee on Revenue
Senator Cynthia Stone Creem, Senate Chair, Joint Committee on Revenue
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Massachusetts Department of Revenue Film Industry Tax Incentives Report - March 2008

Background

Effective for taxable years beginning January 1, 2006, Massachusetts enacted tax incentives fcl)r motion
picture productions, creating a 20% tax credit for payrol]l expenses, a 25% credit for produchon expenses,
and an exemption from sales tax on sales of tangible personal property' to a qualifying motlon picture
production company (“preduction company”)’.. To qualify for the 20% payroll credit and sales tax
exemption incentives, a production company must have incurred at least $250,000 of qualified' icxpc:nses
during a twelve-month period. A production company was also allowed an additional credit equal to 25%
of all Massachusetts production expenses, not including eligible payroll expenses, if Massachusetts
prodiiction expenses exceeded 50% of total production expenses or at least 50% of the total. prmCIpal
photography days of the film had taken place in the Commonwealth: However, there was a $7,000,000
limit on the amount of total credits that could be taken in connection with any one motion plcture Any
unused credits could be transferred to another taxpayer or carried forward for up to 5 years, but)\ were not
refundable.

1 |

Legislation enacted in July 2007 modified the motion picture incentives by making the following
changes, effective for taxable years beginning on January 1, 2007: the minimum expenditure threshold
required to be met in a twelve-month period was lowered from $250,000 to $50,000; the payroll credit
was increased to 25% of a production’s qualifying expenditures; the $7,000,000 limit on the amount of
credits for any one motion picture was eliminated; a “digital media project™ was mcluded in the
definition of a “motion picture”; and the sunset date for the incentives was extended from J amlary 1,2013
to January 1, 2023.* In addmon under the new provisions, $0%.of any payroll and productlon expense
credits not used in the year claimed can now be refunded to the production company, at the productlon
company s election. See DOR’s TIR 07-15 for further discussion of the credit.

In this report we use the terms “film” and “motion picture” interchangeably, and the terms “ﬁlll:n credit”
and “motion plcture credit” interchangeably as well. In this context, these terms refer to productlon
activity that is eligible for the Massachusetts motion picture credits and sales tax exemptlons This
activity includes the production of motion pictures, certain television programs and commercials, as well
as related activities. !

' To qualify for the sales tax exemption, the tangible personal property must be used in the production of the motion
picture. In‘general, the definition of tangible person property is “personal property of any nature consisting of any
produce, goods, wares, merchandise and commodities whatsoever, brought into, produced, manufactured or bemg in
the commonwealth, but shall not include rights and credits, insurance policies, bills of exchange, stocks ‘ind bonds
and similar evidences of indebtedness or ownerships.” M.G.L. c. 64H, § 1. The sales tax exemption also applies to
meals'used in the production of the motion picture. M.G.L. ¢. 64H, §§ 1, 6(h); 830 CMR 64H.6.5, Sales Tax on
Meals.

2 See St. 2005, c. 158; amended by St. 2005, ¢. 167; adding M.G.L. c. 62, § 6(1}, c. 63, § 38T, ¢c. 64H, § 6(\;\.’“’).
I

? Theyinclusion of the term “digital media project” within the definition of a “motion picture” that lslmade for

theatrical or television viewing clarifies that the term “motion picture” includes digitally enhanced films. I'I'h:s term

does not reference electronic games, computer or video games, video game consoles, or other productmns unrelated

to commercial filmmaking. 1

* See St. 2007, ¢. 63.
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Findings

Below you will find a summary of the Department’s findings based on film credit applications and sales
tax exemption applications filed during calendar years 2006, 2007, and the first two months of 2008 as
well as employment data from the Department of Workforce Development. !l

The production expense and tax credit data are derived from two sources. The first source is tax credit
applications, which indicate the actual amount of payroll and production spending, from which tax credits
are calculated. The tax credit applications also include information on the number of workers employed
and the duration of their employment, as well as the number of principal photography days for partlcular
projects. The second source for the production expense and tax credit data is sales tax exemptlon
apphcatlons which include estimates of payroll and other production expenses and the number of
principal photography days. Since the sales tax exemption applications only include spending estlmates
(which may change when tax credit applications are submitted), we have shown them separate]y in the
attached tables. In addition, the sales tax exemption apphcatlons do not include data on the estlmated
number of employees for particular projects, so that information is omitted from those tables. It should
also be noted that while payroll expenses for those employees who receive salaries greater than $1 million
are classified as “production expenses” on the tax credit and sales tax exemption appliications, m Table T
of this report we have included them in the payroll category, since they are in fact payroll expenses
Table 3 shows the payroll expenses greater than $1 million separately.

The amount of state revenue forgone due to sales tax exemptions is calculated from the plroduction
expense data included on the tax credit and sales tax exemption applications. Based on an examination of
a sample of film production budgets, we assumed that spending ordinarily subject to the Massachusetts
sales tax ranged from 20% to 30% of non-wage production éxpenditures for those productions t ‘that were
approved for the sales tax exemption (not all productions applied for the exemption). It shouldibe noted
that to the extent that spending on normally taxable items would not have taken place in the absence of
film tax incentives, there is no revenue loss to the Commonwealth from tax revenue forgone due to the
exemiption. Therefore, the net sales tax revenue lost is significantly lower than the revenue forgone that is
shown in the attached summary tables. h

il
Please also note that the tax credit estimates have not been reduced to account for the possibility that they
will be claimed as refundable credits at 90% of the credit amounts. As of the third week of] iFebruary
2008, DOR had not received any refundable credit claims. To the extent that refundable credlts are
c]almed the actual revenue loss will be reduced from the estimates shown in this report.

Production End Year 2006. Film credit applications were filed for 20 projects that completed production
in 2006. These applications indicated qualifying Massachusetts payroll of $33.0 million, which 'generated
payroll credits totaling $6.9 million at the 20% and 25% payroll credit rates. (Productions comp]eted in
calendar year 2006 could claim the 25% credit if their appllcatlons were submitted after January 1, 2007,
Wages over $1 million also qualified for the 25% credit.) Total additional qualifying Mas$achusetis
production expenses were $28.0 million, which generated production credits of $6.2 million. Payroll and
production credits combined totaled $13.0 million. The amount of payroll and production credlts was
limited by the $7 million per production cap then in force. DOR estimates that under the 2007 leglslatlon
that increased the payroll credit from 20% to 25% and removed the $7 million per production C;‘Cdlt cap,
approximately $1.7 million in additional payroll and production credits could be claimed retroactwely by
those productions that claimed the 20% payroll credit and exceeded the $7 million per productlon credit
cap at the time of the original applications, t
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DOR estimates that these 20 productions received estimated sales tax benefits of between $28Q_;'000'and
$419,000 in calendar year 2006.

I

Production End Year 2007. Thus far, film credit applications have been filed for 27 Massachusetts
projects that completed production in 2007. These applications indicated qualifying Massachusetts
payroll of $8.7 million, generating payroll credits of $2.0 million, some at the 20% rate and some at the
25% rate. Total qualifying Massachusetts non-payroll production expenses were $9.8 million, generatmg
production credits of $2.5 million at the 25% rate. Together, the payroll and production credits _for these
27 film productions total $4.5 million.

In addition to the 27 projects that have filed motion picture tax credit applications for productlons
completed in 2007, there were 25 film productions in 2007 that filed sales tax exemption apphcatlons but
have_not vet filed tax credit applications. These 25 productions should eventually be ehglble for. the
payroll and production credits. (There may be additional 2007 film productions eligible for tax credlts as
not all productions apply for sales tax exemptions.) Based on the estimated total productlon costs
provided on sales tax exemption applications, these 25 productions indicated payrolil cxpenseslof $£78.2
million, which would generate tax credits of $19.5 million, and other production expenseslqof $28.0
millfon, which would generate tax credits of 7.0 million, all at the 25% rate. Together, the payroll and
production credits for these 25 film productions total $26.6 million: iy

1
DOR .estimates that under the 2007 legislation that increased the payroll credit from 20% to 25% and
removed the $7 million per production credit cap, approximately $127,000 in additional payroll credits
could be claimed retroactively by productions that claimed the 20% payroll credit that was in effect at the
time of the applications.

DOR estimates that the 52 film productions completed in calendar year 2007 received sales tax benefits of

between $378,000 and $567,000. |

Production End Year 2008. DOR has yet to receive any tax credit applications for film productlons
completed in calendar year 2008. However, DOR has received sales tax exemption appllcatlons for 16
films that are currently in or plan to be in production in Massachusetts with production end years of
calendar year 2008. These applications estimate payroll spending of $231.3 million, wh:ch would
generate tax credits of $57.8 million, and non-payroll qualified production expenses of $128. 0 million,
which would generate tax credits of $32.0 million, all at the 25% tax credit rate. Total payroll and
prodiction credits for these 16 films would be $89.8 million. DOR also estimates that"these 16
productions will receive sales tax benefits of between $1.3 million and $1.9 million. i

Transfer of Tax Credits. As many film production companies have little or no tax Iiz'xbility in
Massachusetts, most of the film credits generated so far have been sold to third parties. (That ritay change
in the future as the 90% refundability option is utilized by more production companies.) Based on
transfer applications received by DOR through the third week of February 2008, of the $17.5 mllllon in
credits claimed thus far, approx1mately $14.2 million, or 81% of the total, have been transferred to third
partiés, with the initial sale price of the credit (the amount that the product1on company recelves from the
sale -- some credits have been sold more than once) equal to 84% of the value of tht credits.
Approx1mately $12.1 million of the $14.7 million in transferred credits have been purchased by financial
institutions, with the remainder having been purchased by various corporations, non-corporate busmesses
1nd1v1dua!s and tax credit investment funds. ,

l . =1
[
]
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Employment Trends. The motion picture tax incentives appear to have led to increased employmcnt in
the Commonwealth. According to data provided on film credit applications, as well as addmonal
information provided by film production companies, the 20 film productions for which tax credlts were
clalmed in calendar year 2006 employed approximately 2,267 individuals, with an average employment
duration of 3.2 months, with the employment duration ranging from one week to 12 months. Weighted
for the number employed and the duration of employment for particular productions (w1th large
productions receiving a higher weighting than small productlons) the average duration of employment
was 1.4 months. However, these estimates are not definitive, as it is not currently possible for DOR to
independently verify the accuracy of employment figures included in the applications. For the 27
calendar year 2007 film credit applications received thus far, productions employed 1,477 1nd1v1dua]s
with an average employment duration of 3.7 months, ranging from 1 week to 12 months. Welghted for
the number employed and the duration of employment for particular productions, the average duration of
employment was 1.7 months. The 2007 job estimates do not include employment from the 25 addmonal
film productions that have not yet applied for tax credits, but have applied for sales tax exemptlons
(While sales tax applications include estimates of the amount of spending eligible for credits, they do not
include employment projections.) Also, as noted in the 2006 section above, these estlmates are’ not
deﬁmttve as it is not currently possible for DOR to independently verify the accuracy of emponment
figures included in the applications. [I

As of yet, there are no employment projections available for motion pictures with production end dates of
calendar 2008, but given the number of films that are currently in or plan to be in production, 1t is ltkely
that emplo}’ment will increase further in calendar year 2008.

In order to gauge the trends in motion picture industry employment, DOR also examined data re']':ortcd by
the state s Department of Labor and Workforce Deve]opment Data on industry employment i is: *included
in the Department’s “ES-202" employment and wage reports’. According to the ES-202 reports, average
monthly employment in the motion picture and video industries (North American Industry Cla551ﬁcat10n
System, or NAICS, code 5121) declined from 5,381 in calendar year 2001 to 4,527 in calendar year 2005
and declined by 2.9% in calendar 2006, to 4,394, However, average monthly cmployment for; the nine
months through September 2007 (the most recent data available) was 4,942, an increase of 11‘7% over
the first 9 months of calendar 2006. For the three month period ending September 2007, average monthly
employment in the motion picture industry was 5,495, an increase of 927, or 20.3% from average monthly
employment for the same period in 2006. Total annual wages, which had decreased from $148'5 million
in calendar year 2001 to $125.5 million in 2005, increased to $135.1 million, or by 7.6%, bet“'r'een 2005
and 2006 Total wages for the nine months through September 2007 (the most recent data avatlable) were
$98.1 million, an increase of 3.4% over the first 9 months of calendar 2006. Total wages for, the three
month period ending September 2007 were $33.5 million, up 6.2% from the same pertodl in 2006.
(Employment and wage details for the motion picture and video industry are shown in Table 3)

I
It should be noted that these employment and wage trends omit employment increases inl'ancillary
industries associated with motion picture production that are not part of the “motion picture and video
industries™ category proper. They also exclude employment for members of the Screen Actors Guild,
who are reportedly included in the “temporary employment” category of the ES-202 reports. Thérefore, it
is likely that some of the jobs reported by film production companies and in the ES-202 reports are not
reflected in the employment data cited above.

l!

!

|I
* The ES-202 reports do not distinguish among full-time, part-time, and temporary employment. ||

Il
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Fiscal Year Revenue Impacts. The first film tax credit application was received and approved in
Septeinber 2006, and the first sales tax exemption application was received and approved December
2006,:both well after the start of fiscal year 2007 on July 1, 2007. With approximately $13.9 mllllon in
tax credits approved through June 30, 2007 (the end of fiscal year 2007), and most of thoSe credits
apparently not used until fiscal year 2008, the impact of the film tax credits on fiscal yeari2007 tax
collections appears to have been minimal, probably between $0 and $5 million. While it won’t ble known
for sure until DOR receives and analyzes tax year 2007 tax returns, most of the revenue 1mpact to date
appears to have occurred in fiscal year 2008, through a reduction of appr0x1mately $12 mllllon in
financial institution estimated tax payments in September 2007. (As mentioned in the prev1ous section,
most of the dollar value of approved tax credits has been sold to financial institutions.) Q

There was additional tax revenue forgone as a result of sales tax exemptions, with appr:q!ximately
$174,000 forgone in fiscal year 2006 and $410,000 forgone in fiscal year 2007. However, to the extent

that the sales to the motion picture industry would not have occurred in-the absence of the tax mcentwes
the net tax loss to the Commonwealth from sales tax revenue forgone would be lower.

With-only $17.5 million in film tax credits approved through the third week of February 2008,E and
approximately $26.6 million in credits available but not yet claimed for productions comp]eted in 2007
the fiscal year 2008 tax revenue reduction from the film credits and sales tax exemptions could be lower
than the current estimate of $63 million. To the extent that this is the case, and with an estlmated $89 g
million in tax credits for productions currently planned for 2008, the fiscal 2009 revenue lossliﬁ'om the

film tax credits would be higher than the current estimate of $63 million. i

Conclusions

Through the third week of February 2008, there were at least 88 productions with end years of 2006,
2007, or 2008 that had claimed or will be eligible for Massachusetts film credits. Forty-seven of these 88
productlons have already filed film credit applications, with a total credit value of $17.5 million (38.0
million in payroll credits and $9.5 million in production expense credits). These 47 productxons also
received estimated sales tax exemption benefits of between $0.4 million and $0.6 million. The remammg
41 productions have not yet applied for tax credits, but have filed sales tax exemption appllcatlons Based
on production cost estimates provided on sales tax exemption applications, DOR estimates that these 41
productlons would qualify for $116.4 million in tax credits, brmgmg total tax credits for the 2006-2008
peridd to $133.9 million. These 41 productions would also receive sales tax benefits of between $1.6
million and $2.3 million.

DOR also estimates that 11 out of the 47 productions that have already filed film credit apphcatlons (6
with a production end year of 2006 and 5 with a production end year of 2007) are ellglble to reﬁle those
applications and claim additional tax credits as a result of the legislation enacted in July 2007 which
increased the payroll credit from 20% to 25% and removed the $7 million cap on per productlon credits.
DOR estimates that the additional credits that could be claimed for these 11 productions total $1.8
million.

Therefore, based on tax credit and sales tax applications received to date, DOR estimates that total tax
credits for film productions from calendar years 2006 to 2008 will be $135.7 million, and tax benefits
from sales tax exemptions will be between $1.9 million and $2.9 million, for total tax revenue forgone of
$137.7 million to $138.7 million. These estimates do not include additional film production Activity in
2008 for which sales tax exemption or tax credit applications have yet to be received. They also do not
take into account refundable credits that could be claimed at the 90% rate, as opposed to]the non-
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b
refundable 100% rate calculated above. Any productions that claim 90% refundable credits (as opposed
to the 100% value of the tax credits) would reduce the $135.7 million estimated tax credit cost 1o the
Commonwealth. qr

Some of the tax revenue forgone due to film credits and sales tax exemptions has been or will be offset by
increased Massachusetts personal income, business, and other taxes generated by film productlons that
would not have taken place in the Commonwealth in the absence of the tax incentives. Based on the
information provided on credit and sales tax applications, and the Massachusetts personal mcorﬁ:: tax rate
of 5.3%, the Commonwealth could collect as much as $18.6 million in new income taxes (wh:ch would
be received through withholding) from motion picture productlons that have already claimed or will be
ehglble for film production tax credits, though the actual total is likely to be less because the leffective
income tax rate on eamnings is lower than the 5.3% nominal rate. (Some of the income attnbutable to
motion pictures and other productions filmed in the Commonwealth that was not withheld on may also be
subject to Massachusetts tax.) Additional tax revenue will be generated by ancillary economic activity
associated with film production in Massachusetts, and by “multiplier” effects entailed by thlS related
economic actlvny Some of this tax revenue would have been received in the absence of film tax credits
(for example in the case of tax revenue generated by the production of advertisements and local
programming that would have occurred even without tax incentives), but most of the add1t10na1 tax
revenue generated by large budget motion pictures should be seen as the result of new economic actmty
I

On the other hand, any estimate of the net economic and tax revenue impact of tax 1ncent1ves needs to
take into account the reduction in state government spending that occurs as a result of decreased tax
revenue available for state programs, as well as other factors, such as how much in wages is pald te non-
resident employees who spend that income in other states, rather than in Massachusetts. Smce detailed
information on film productlon spending only becomes available to DOR once tax credit apphcatlons are
filed® and only $17.5 million in credits had been applied for and approved through the thxrdé week of
February 2008, the Department is not currently in a position to estimate the net economic and tax impact
of the film industry tax incentives. Once more comprehensive data become available from. tax credit
apphcatlons DOR hopes to develop a model to make such estimates and plans to incorporate it into next
year’s film industry tax incentives report. "
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But have not yet applied for tilm credit (estnmated)
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Table 1: Film Credit and Sales Tax Exemption Applications
(Based on Applications Processed Through February 22, 2008)

Amount

Wagé and Production Costs Certified and Projected
Applied for Film Credit

Filed sales tax exemption application 0
But have not yet applied tor film credit (estimated)

Fotal Payroll and Production EXpenses o fet. s

$60,

923,956

$0

$32,963,549 20 $27,960,407 @

1H

Tax Credits Claimed and Projected

Applied for Film Credit 20
Filed sales tax exemption application
But have not yet applied for film credit (estimated) 0

fTotal Tax Credits; Claimed and Estimated | Sales il ax A pplication

Potential additional impact of July 2007 that raised payroll credit from 20% to
25% and eliminated 37 million per production tax credit cap 6

{T5tal Tax Credits Tnciuding Potential Impact of July 2007 Law Changes’

$1,692,080

20 20 $6,170,293 @

$o

6 5872271 6

$819,809

$14,727,167

LT 0% e 87,137.065%

Sales Tax
Applied for Film Credit

Count  Lower Bound Midpoint _ Upper Bound
20 $279,604 $349,505 $419,406
¢ T — S0 . S

" Includes salaries over $1 million classificd on applications as "production expenses”
™ Excludes salaries over $1 million classified on applications as "production expenscs”
% Excludes amounts by which credits exceeded $7 million per production tax credit cap
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Table 1: Film Credit and Sales Tax Exemption Applications
{Based on Applications Processed Through February 22, 2008)

lasggg!;_usettgjl‘ota 4 Bl _.mggch y,;ﬁ, ified
sCreditsd E2Pavroli Coststredlts

Count Amount

Wage and Production Costs Certified and Projected
Applied for Film Credit 27 $18,505,237 27 $8,747,399 (" 27 $9,757.838

Filed sales tax exemption application 25 $106,200,741 25 $78,176,492 " 25 $28,024,249
But have not yet applied for tilm credit (estimated)

s 8124,705,978 T,

7837785081}

Tax Credits Claimed and Projected
Applied for Film Credit 27 $4,487.171 27 $2,047,711 27 $2,439,460

Filed sales tax exemption application
But have nol yet applied for film credit (estimated) 25 $26,550,185 25 $19,544,123 25 £7.006,062

Total Tax Credits, Claimedand Estimated fr

Potential additional impact of July 2007 that raised payroll credit from 20% to

25% and eliminated 37 million per production tax credit cap ) 5127214

| Total Tax Credits Including Potential (mpact of July 3007 Law Changes roeeven | & e el 821,719,048 5 r. 50 D5 99,445,522 1
Sales Tax Count Lower Bound Midpoint  Upper Bound
Applied for Film Credit 27 $97,578 $121,973 $146,368
r=— — Filed sales tax exemption applicationg ;- —. —_ T IT D E e me - 425 3280242 _ . __$350.303 _ _ .$420.364__ -

But have not yet applied for film credit (esumaled)

[Total Sales Tax Revenus Loss oo

" Includes salaries over $1 million classified on applications as "production expenses”
1 Excludes salaries over $1 million classified on applications as “production expenses”
% Excludes amounts by which credits exceeded $7 million per production tax credit cap
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Table 1: Film Credit and Sales Tax Exemption Applications
(Based on Applications Processed Through February 22, 2008)

memﬁ%“i'* e
] i
=3 Massachusﬁs Total%ﬁ

gmg IISHQII g;gis.gig;redlts

Count Amount Count Amount Count Amount
Wage and Production Costs Certified and Projected
Applied for Film Credit 0 $0 0 $0 0 $0
Filed sales tax exemption application 16 £359.281,637 16 $231.270,193 16 $128,011,444
But have not yet applied tor film credit (estimated)
JTotal Payroland Production Expenses s il Mig, !gi6hﬁ¢5$359,282,611 g

Tax Credits Claimed and Projected

Applied for Film Credit 0 fo 0 50 0 $0

Filed sales tax exemption application

But have not yet applied for film credit (estimated) 16 $89,820,409 16 £57,817,548 16 $32,002,861
JTofal Tax Credits, Claimed and ¥ fed from Sales Tax AppIRatom o | 0 T P (e n Tk i 16 TE §32,002 861

Potentinl additional impact of July 2007 that raised payproll credit from 20% to
25% and eliminated $7 million per production tax credit cap

{Total Tax Credits Including Potential Impact of July 2007 Law GRanges =aris | oo 65t 7.989,820,400 |FAtiwn e TSR 165 32,002,861
Saies Tax Count  Lower Bound Midpoint  Upper Bound
Applied for Film Credit 0 $0 $0 $0
——— E‘-"iﬂé =y [iled sales tax exemption applicationy == = == L R me - * 2 s |6 $1,280,114m 51,600,143, ;$1.920.].;72.,_d: e
!i: . But have not yet applied for film credit {estimated)

1 . . . L. - .
" Includes salaries over $1 million classified on applications as “production expenses”

E} @ Excludes salaries over $1 million classified on applications as "production ¢xpenses”

9 Exeludes amaunts by which credits exceeded $7 million per production tax credit cap Page 9 of 12
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Massachusetts Department of Revenue

Table 1: Film Credit and Sales Tax Exemption Applications
{Based on Applications Processed Through February 22, 2008)

s e

But have not yet applied for tilm credit (estimated)

TTotal Payroll and Production Expences ™

Bt m&‘r
. W@Massachuseﬁs Total
Productlon QostsiCredlts
Count Amount Count Amount Count Amount
Wage and Production Costs Certified and Projected
Applied for Film Credit 47 $79,429,193 47 $41,710,948 47 $37,718.246
Filed sales tax exemption application 4] $465.482,378 41 $309,446,685 41 $156,035.693

Tax Credits Claimed and Projected
Applied for Film Credit

Filed sales tax exemption application
But have not yet applied for tilm credit (estimated)

Potential additional impact of July 2007 that raised payroll credit from 20% to

47

41

$17,522,258

$116,370,595

47 £8,912,506 47 $8,609,753

£77361,671

41 $39,008,923

Bul have not yet appl:ed for film credit {cst:matcd)

[Total Saleés Tax Revenue Loss:

1 - P i . . .
" lacludes salaries over $1 million classified on applications as "production expenses”
' Excludes salaries over $1 million classified on applications as "production expenses”
3 . - - . N
®YExcludes amounts by which credits exceeded $7 million per production tax credit cap

s ] e e X I —— s
- E s CEE R R ESSWASE " M G SSee— L— 1

25% and eliminnted 37 million per production tax credit cap 1 31,819,294 T 5999 485 6 3819,809
{Total:Tax Credifs Including Potential Impact of July 2007 Law Changes wriemss| AR 588 Fnes 987,273,062 8875484384850
Sales Tax Count Lower Bound Midpoint  Upper Bound

Applied for Film Credit 47 $377,182 $471,478 $565.774

Fllcd sales tax exemptmn application. _ - 5 == = : - =41 $1,560,357. .. 31,950,446  $2,340.535_
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Table 2: Massachusetts Establishment Employment and Wages: Motion Picture and Video Industries (NAICS Cade 5121)

Number of Employees

% Change Avg.

Number of Annual from Prior  Total Annual Avg Monthly  Weekly

Year . Establishments Jan  Feb Mar Apr May Jun  Jul Aug Sep Oct Nov Dec _Average Year Wages Employment Wages
Year 474 5463 5550 5,648 5,230 5499 5,548 5799 5,754 5037 4,867 5027 5,150 5,381 $148,455,617 5,381 £531
2002 474 4,810 4,995 4856 5115 5423 5413 5,358 5,425 4,890 5,176 5,473 5628 5,214 -3.1% $125,967,923 5214 $465
2003 456 5.049 4,933 4,938 4,663 4,886 5302 5166 5310 4,695 4,454 4,611 4,833 4,903 ~5.9% $121,833,417 4,903 $478
2004 462 4,465 4,400 4,468 4,591 4,783 5212 5254 5,118 4,771 4,610 5,083 4520 4,806 -2.0% $122,768,416 4,806 £491
2005 413 4,276 4,363 4,304 4,243 4,509 4,704 5,i85 5068 4,791 4,058 4,347 4471 4,527 -5.8% $125,475,773 4,527 £533
2006 418 4,401 4277 4,283 4,114 4,360 4,661 4,568 4,699 4,688 4,394 -2.9% $135,069,590 4,394 $591
2007 418 4,178 4,127 4,973 5275 4,608 4828 5247 5510 = 4942 11.7% 0 $98138,090® 4942 $552

Source: The Official Website of the Executive Office of Labor and Workforce Development {(EOLWD)
hipefimi2 detmaoredmifimi_es_aaspfIND_ TOCATION

4 Growth frawn first nine months of prior year
¥ January to September 2007

Page 11 of 12

. o O R W aEE e RRR S W A S =




Massachusetts Department of Revenue

)

Film Industry Tax Incentive Report - March 2008

i
Table 3: Motion Picture Tax Credit Application and Sales Tax Exemption Application Aggregate Data
(Based on Applications Processed Through February 22, 2008) g
¥ Employed in Total Number of
MA by Weighted Massachusetts Location Fees & Principal Number of
Productions Average Production Costs Qualifying Qualifying Cost of Rental Photography Principal
Claiming Motion Duration of | (Payroll + Non- | Massachusetts  Massachusetts or Purchased Other MA Duys Taking  Photography
Picture Tax Employment Payroll’ Payroll - Wages  Payroll - Wages  Cost of Set Facilities & Production Place Days Taking
Credits in Months [ Production Casts)| Under $1 Million  Over $1 Million  Construction Equipment Expenses Worldwide Place in MA
2006 Productions - Tax Credit Applications 2,267 14 $60,923,956 527,952,148 $5,011,400 $1,061,845 $6,980.000 519,918,562 390 268
2007 Productivns - Tax Credit Applications 1477 1.7 518,505,237 $8,747,399 50 5119913 §2,249,48% £7,378.436 121 75
1007 Productions - Sales Tax Exemption Applications m NIA N/A $106,200,741 $38,316,492 $39,860,000 36,388,965 $7,032,112 $14,603,172 439 3T
2008 Productions - Tax Credit Applications NIA N/A N/A N/A N/IA N/A N/A N/A N/A N/A
2008 Productions - Sales Tax Exemption Applications N/A N/A $359,281,637 $118,655,193 $112,615,000 $21,743,300 $27,513,586 $78,754,558 429 283
Totals, 2006-2008 3,744 1.5 §$544,911,5M $193,671,232 $157,486,400 $29,324,023 $43,775,187  $120,654,718 1,379 996
Tax Credits by Spending Category, Claimed and Projected™ N/A N/A $135,712,147 $47,902,062 $39,371,600 $7,531,006  $10,943,797  $30,163,682 N/A N/A
" Excludes productions that have already claimed tax credits
D Assumes that eligible productions will claim higher retroactive tax credits authorized under legislation enacted in July 2007
ot
o m_]-J. _unn_mm " E P OEeEETTT 0. _FL.__M SSESTE L] - L] - o= L] T L} LB} L] - e} LB - N ] o - [ - L] L] L] tm__ o
L~ m* TR T W E = -, = = - = = L - - =
't
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Executive summary

This study examines motion picture production in Massachusetts. A key
motivation for the study was the sharp drop in production the state experienced
over the past half-decade, which triggered an economic crisis in the industry.

This spurred the formation of two advocacy organizations: the Alliance for
Independent Motion Media (AIMM), which represents independent media
makers; and the Massachusetts Production Coalition {MPC), which represents
production companies, firms that provide production-related services, and the
state’s production workforce.

Both AIMM and MPC saw economic research as a central part of their advocacy
work. The two organizations collaborated on this study, the first serious
examination of motion picture preduction in the state since the Massachuserts
Film Office completed an industry survey in the mid 1990s.

Motion media in Massachusetts

Motion picture production is part of the motion media sector, which we define
héte as the motion picture and broadcast/cable television industries. As digital
technologies advance, motion media is also likely in the future to become
more closely intertwined with the information technology, electronic games,
telecommunications, newspapet, and music industries.

In:2004, the motion media sector provided jobs for nearly 18,500 workers in
Massachusetts. These jobs were split roughly equally between motion pictures
and television, and they generated personal income of mote than $725 million.

Why focus on motion picture production? Jobs

This study focuses on motion picture production because that is the area within
motion media where new jobs can be created. In motion picture production—
and activities closely tied to production, such as distribution, post-production,
and related services—new jobs can be created in two ways. The first is to convince
productions developed out-of-state—such as studio feature films or television
commercials—to shoot in Massachusetes. The second is to increase the amount
of production initiated by in-state producers.
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Motion picture production in Massachusetts H

In 2004, motion picture production and related activities provided work for just
over 2,600 people in the state. More than 1,600 of these workers were l1I't:gula1r
employces, while just under 1,000 were independent contractors. Combined,
these workers earned nearly $125 million in personal income. I!

Morion pictuse production provides good jobs that are environmentally friendly.
When independent contractors and movie extras, who work sporadically, are
exdluded, dvefage income for motion picture production workers was $56,000 in
2004, more than 15 percent above what the average job in the state paid tﬁat year.

In the eatly 1990s, the state’s production industry had approxlmately 1,500
regular employees. This number geew to more than 2,000 by 1995 and staycd at
that level through 2001. After that time, it declined steadily, to just over 1,600
in both 2003 and 2004. The number of independent contractors workmg in
production has declined recently as well, from approximartely 1,100 in 1997 o
just under 1,000 in 2003.
n

Massachusetts is not the only state where motion picture production has
fallen. OF the fifteen states with the largest production employment ulll 2001,
only California experienced an increase in jobs through 2004. Nine of thc top
fifreen states saw employment levels fall by more than 20 percent. The pnmary
reason was tax incentives and lower wages in place in foreign countries; Wthh
caused them to become preferred locations for major Hollywood studios. In
response, some states put in place tax incentive packages of their own all_ld saw
their production industties grow.

Characteristics of the Massachusetts motion picture |

production sector f

The motion picture production industry in Massachusctts comprises four primary

segments: commercial, documentary, animation/experimental, and indugtrials';
s

The commercial segment includes in-state production of feature filmis and

television shows financed by Hollywood studios, television commercials,

and independent feature films and television shows. Studio feature work in

Massachusetts has fallen sharply in recent years, largely due to the flighr to forcign
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locations. Production of television commercials has also been off, in part due to
the departure from Boston of several important advertising agencies. The recently
passed. tax incentives have been received very favorably by Hollywood studios
and out-of-town advertising agencies and have spurred increased activity.

Massachusetts has a distinguished decumentary tradition, and WGBH is a
mainstay of the state’s documentary community, with nearly one-third of PBS’s
national programming produced under its auspices. The state’s documentary
segment has also experienced a recent drop in-activiry, due 1o falling budgets at
WGBH and declining support for independent documentaries.

The animation/experimental segment experienced rapid growth in the 1980s,
when MTV and advertising agencies began to feature this kind of work. In
the 1990s, the state also became a national leader in producing on-air animated:
graphics. By the late 1990s, with the advent of reality programming and the
rise of computer-based animation, both these areas suffered. Buc the stace's
animation segment has come back in recent years, led by individual artists who
create sophisticated short films on personal computers for advertising and as
clements of longer-form narrative and documentary films.

The industrials segment is comprised of productions made on behalf of
corporations for promotional or educational purposes. It used to provide
lucrative work for the state’s production professionals. But this segment has been
transformed by the advent of inexpensive digital cameras, PC-based editing
software, and the ability to transmit media via company intranet. The industrial
film formerly sub-contracted to an outside production company is now typically
done in-house by corporate communications staff.

Related economic sectors

Motion picture production has linkages to severa] other economic sectors where
Massachusetts is strong,

Each year the state’s institutions of higher education produce a number of
graduates with degrees in film and television production. Most of these graduates
have been leaving the state or leaving the field, though the recent increase in
production activiry has made some students more optimistic about their prospects
in Massachuserts.




m

Another important related sector is information technology,—colr'nputer
hardware, software and related services. An especially close cousin to motlon
pictute production is the electronic games sector, which increasingly relies on
the sophisticated visual and narrative rechniques used in movies. There lls: major
potential for job growth ar the intersection of motion picture production and the
information technology and electronic games industries. A
In the state’s financial sector, social investors and venture capiralists have i!cccntly
launched efforts that focus on media.

|
Finally, ilm production has strong linkages to the state’s courism scctor'-thn
movies and television shows are made in Massachusetts, the people who watch
them often decide to visit the places they saw on screen.

Next steps '
The new tax incentive legislation has generated a spirit of optimism among the
state’s production community. The most important next step is to develop clcar
and consistent regulations for the administration of the incentives and tolll-lavc in
place a well-run state film office. For the Massachusetts independent commumty,
gaining better access to sources of financing and distribution is a key | to long-
tefm success.

i
Massachusetts can build a sustainable production industry by taking adirlantage
of its strengths: the uniqueness of its locations; its highly educated and skilled
production workforce; its distinguished documentary tradition and WGBH's
leadership position. within PBS; the in-demand skills of its animarors and
experimental filmmakers; and its strength in computers and softwarc, which
create the potential for the state to become an innovator in new med:a forms

enabled by emerging technologies. -

m
ul
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Introduction

The Massachusetts motion picture production industry has faced hard economic
times over the past half-decade, with employment falling by nearly one-third
since the late 1990s. The impact of the decline was felt across all segments and
at all levels of the industry—from union members wotking in the commercial
sector to independent producers making documentaries for public broadcast.

In 2005, the emergence of two groups—the Alliance for Independent Mation

Media (AIMM) and the Massachusetts Production Coalition {MPC)—signified

a defining moment in the history of motion picture production in the state. It
has long been recognized that the presence of a vibrant independent community
alongside a robust commercial sector is a strength of the Massachusetts media
industry. Through AIMM’s advocacy efforts, focused on the independent
community, and the MPC's, which targeted the commercial sector, there
came a simultaneous call to action and articulation of a commeon mission: to
improve the conditions for motion pictute production in the Commonwealth of
Massachusetts and the City of Boston,

Production—"making,” “creating,” “manufacturing”—is the primary focus of
this report. Production is at the heart of the motion picture industry, for without
the appropriate conditions to sustain and stimulate media makers to produce
work, there is no product to market, to view, or 1o sell. It is also the area of
greatest interest from an economic development perspective, for production is
the primary area within the media sector where new jobs can be created.

Beginning in the late 1990s, local production companies, independent producers,
and labor unions all felt the progressive decline in production activity. Key
nonprofit organjzations that support the independent community questioned
how their constituents would be able to sustain careers in a resource-poor
environment, with independent producers facing not only fewer work-for-hire
opportunities but also a scarcity of philanthropic dollars. On the commercial side,
production companies, unions, and others involved in the industry knew that
policy changes were needed to encourage media production in Massachusetts.
In addition, workers were being affected by profound changes in the means of
production and distribution brought about by emerging technologies. The lower
level of production aciivity affected all producers, and all those associated with
production. The challenge was to reverse the downturn.

Together, AIMM and MPC identified cconomic research as central to creating
the necessary foundation for implementing change. It has been over ten years

i
h
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This is a critical
moment for motion
picture production in
the Commonwealth

of Massachusetts.

After a difhcult stretch,

N
those working in the
industry report signs

of an upswing.
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!

L

since the Massachusetts Film Office issued a report on the state’s industry, With
this current report, the intent is to capture economic data as well as to map the
landscape of this industry and to identify what is unique to Massachusctts Itis
the first step in a larger effort 1o demonstrate the impact of producnon on the
state’s economy and 1o build a case for additional investment in the medid sector.

'This study starts with economic information for the recent past and up to the
present—the number of people working in motion picrure productlon in the
state and how much income they earned. This prov1des a baseline agamst ‘which
future developments can be measured. The Massachuserts producnon sector
is also compared to that of other states in recent years. In addirion, the study
provides a picture of the major segments of the state’s production industry:
commercial, documentary, animation and experimental, and industrials. Fmally.
it describes how media production is linked to other economic sectors "where
Massachusetts is strong, including higher education, information technology
and electronic games, finance, and tourism. .

With the publication of this repore, the constituencies served by this research
have an essential tool for moving forward. The AIMM committee that led
this work intends to track employment levels and wages in the motion plcture
production sector on an ongoing basis. AIMM will also continue to provide
networking opportunities, skills training, and innovative partnerships that help
independents to advance rather than simply hold ground in the emerging media
landscape. i

This is a critical moment for motion picture production in the Commonwealth of
Massachusetts. Aftera difficult stretch, those working in the industry report signs
ofanupswing. Leglslanon providing rax incentives for the motion plcturcmdustry
went into effect January 1, 2006. The MPC and other industry consutucnc:es
are encouraging the state to create a state-funded, clearly-recognized ﬁlm office
that will provide consistent guidelines and procedures for Hollywood §tudlos

and other producers looking to shoot in Massachusetts.
;

Through their advocacy efforts, both AIMM and MPC seek to identify the
key factors that hamper the state’s motion picture production sector and to
recommend actions that can spur its sustainable growth. The econonic data
contained in this report is a concrete and necessary starting point. il

—Lydzll Kuth
Chair, AIMM Rescarch Commitsee

h
i
i
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Overview of the study

This study focuses on motion picture production in Massachusetts—its recent
past, its current situation, and its prospects for the future.

Definitions and rationale

According to the classification system used by the government agencies that track
industry employment and income levels, motion picture production includes not
just films made to be screened in theaters and on videocassette and DVD. It
also encompasses many other kinds of productions that make use of moving
images: television commercials; television programs created by independent
producers outside the umbrella of broadcast and cable networks; promotional
and educational productions made on behalf of corporations and cultural
institutions; and short animated and experimental films thac can be transmitted
in 2 variety of ways, including over the Internet.

Motion picture production takes place within 2 broader economic context; it is
part of the larger media industry. And the media industry, thanks to the advance
of digital technology, is deeply influenced by—and in the future may ultimately
converge with—the computer and telecommunications industries.

This study looks at motion pictute production within the context of what we
term the motion media industry—rhose parts of the communications media that
make use of moving images. Given this framework, we define motion media as
the motion picture and broadcast/cable television industries.

Some may well argue with this definition. Electronic games use moving images
and increasingly allow users to link up via the Internet in ways thar some feel
make them part of the media. And the rapid evolution of information technology
arid telecommunications has led to many new products and applications that rely
on moving images, such as blogs that play news clips and mobile phones and
iPed players with video screens.

We have chosen the more conservative definition for the moment, in full
awareness that the technology landscape is evolving and that a revised definition
of motion media will likely be required by decade’s end—and possibly sooner.
We made this choice for two reasons.

First, the two advecacy groups that collaborated on this study carry out their work
within the motion picture and television industries. Their primary allegiance,
therefore, is to motion picture and television professionals.

13
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The second reason for our choice is the lag between the dcvclopmcnt of new
technologies and the ability of government agencies to measure their i 1mpact As
much as we would have liked to include data on emerging hybrid forms that use
moving images—for example, electronic games and video-enabled cell phones—
the government statistics today do not differentiate newer industries at as fine
a level of detail as they do the:more established media sectors. As a rcsu]t, an
electronic game with cinemaric visuals gets lumped into the broad catcgory of
“software,” and a mobile phone that can play movie previews gets lumpeld into

*wireless telecommunications.”
i

Plan of the study

This study stars by describing the Massachusetts motion media sector overall.
It then focuses in depth on one part of the sector—motion picture producuon
and related activities (which include distribution, post-producnon and other
services that support production). In most of the study, the term “motion Picture
production” is used as shorthand to encompass production and thcsel;elatcd
activities.

The reason for focusing on motion picture production is that this is thc part
of the motion media sector where new jobs can be created, by attractmg more
productions that are developed out-of-state to shoot in Massachusetts ind by
encouraging growth of in-state production companies.

"The study first notes the unique nature of the motion picrute production industry’s
employment refationships, which involve extensive reliance on mdcpcndcnt
contractors, It then provides figures on the number of workers active in the sector
over the last decade-and-a-half, describes how Massachuserts has fared rcccntly
against other leading states in motion picture production, and compares motlon
picture production to the state’s professional sports and museum/ hllstorlcal
sectors. :
I
The study goes on to describe the characteristics of the four leading segments of
the state’s motion picture production sector: .
* Commercial, which includes fearure Alms and television shows'
financed by Hollywood studios, television commercials, and
independent feature films and telévision shows; .

1l
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* Documentary, nonfiction works made on behalf of WGBH and
cable nerworks, and by independent producers and for museums;

* Animation/expetimental, short-form animated and non-narrative work;

» Industrials, productions made for use by corporations.

The study then discusses how motion picture production interacts with- other
important economic sectors in the state, including higher education, information
technology/electronic games, finance, and tourism.

Finally, the study outlines a list of next steps that the industry and other interested
stakeholders can take to promote a robust motion picture production sector in
Massachusetts.

Motion media sector overall

18,342 workers
$728.0 million personal income

Sosirce: U.S. Bureau of Labor Statistics, Quarterly Census of Employment and Wages (QCEW);
ULS. Census Bureau, Nonemployer Statistics

Figure 1: Size of Massas:_husetts

15

motion media and motion picture

production sectors, 206:4

(Area inside circle is proportional 1o

number of workers.)
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Massachusetts motion media sector .
In 2004, the Massachusctts motion media sector—made up of the motion
picture and broadcast/cable television industries—provided work for|nearly
18,500 people. In that year, these workers earned more than $725 millio_ln.
REMI Policy Insight, the econometric model used by the Boston Rcdcvclopment
Authority, estimates that each motion media job in the state supports ncarly 13
additional jobs in other industries. This means the sector supported more than
41,500 total jobs in Massachusetts in 2004, which generated personal income of
nearly $1.8 billion.

The sector is split roughly equally between the motion picture and tclcwsnon
industries, with each employing just over 9,000 workers. 1

1
H

Motion media production vs. delivery i

The motion media sector involves two basic kinds of activities: productlon and’

delivery. ]

"

t]
Production is the actual making of motion pictures and of programmlng for

broadcast/cable television.

Delivery is getting those movies and programs in front of viewers. With motlon
pictures, this means exhibiting films in theaters and making them available on
DVD and videocassette at rental stores. In television, this means broadcastmg
programs over the airwaves or transmitting them via cable. H

On the motion picture side, slightly more than 2,600 Massachusetts workers are
employed in production and related activities. Of these, more than 1 6(}0 work
as employees, while slightly fewer than 1,000 work as independent contractors.

The remaining workers in the Massachusetts metion picture sector—who numbcr
more than 6,500—are involved in delivery and employed in the film exhibition

or video rental industries. n

On the television side, just over 3,000 workers are employed by local television
stations; more than 800 work for regional cable nerworks; and nearly 5, 000 work
for cable networks’ distribution arms. Another 400 people work as :ndcpcndcnt
contractors in television. '
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Using statistics on the national distribution of occupations in the broadcast/cable
televisions industries, we estimare that just under 3,500 of the state’s 9,000-plus
television wortkers are involved in the production of programming, with the
remaining involved in delivery.

Broadcast/cable

television production
3,471 (199%) (125>

Television

broadcasting and Film exhibition
cable transmission and video rental
5,726 (31%) 6,541 (36%)

Total = 18,342

Source: U 8. Burean of Labor Statistics, Quarterly Census of Emplayment and Wages (QCEW);
U.S. Census Bureas, Nonemployer Statistics

Why focus on motion picture production? Jobs

The remainder of the study focuses on motion picture production in Massachuserts
for a simple reason—because this is the part of the state’s motion media sector that
can create new jobs.

Employment levels on the delivery side of the motion media sector are directly
relited 1o the number of movies and television programs watched by people in
Massachusetts. Job growth is thus tied to the state’s population and viewing habits.
Given this fact, prospects for job growth on the delivery side are unpromising. The
state’s population is relarively stable. And on a national leve), movie artendance
and home video rentals have been flat, and the amount of time Ameticans spend
watching television has grown at less than 1 percent per year over the past decade-

and-a-half.
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Figure 2: Workers in Massachu-
setts motion media sector, 2004

(includes employees and mdepma'mt

contractors)
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Television production, while providing high pay, also offers limiced potential for
job growth. Almost all of the television production that occurs in Massachusetts
is for local news, sports, and community service programming. Given currcnt
viewing habits in the state, the amount of local programming that gets made will
increase only if such shows can push national programming off che schedules
of broadcast stations and cable networks. But the opposite has been the Case in
recent years, with national programs supplanting locally-made productl(zns on
broadcast and cable schedules.

Regional cable networks like New England Cable News and New England
Sports Network still have potential to grow as they increase their pcnctratlon
in New England But this part of the industry is small, with a little ovcr 100
production workers, And these regional cable netwotks have been in busmcss
long enough to have achieved most of their initial penetration among prospcctlvc
viewers. Growth of production by regional cable networks is thus llker to be
incremental at best.

Some national television programming is made in Massachusetts, for cxample,
PBS serics such as Nova, Frontline, and American Experience, which are produccd

under the auspices of WGBH, or shows that air on commercial [dCVlSlon, file

ABC Family’s Knock Firse. But actual production of such programming is almost

without exception subcontracted to independent production companies, whlch

are classified in government statistics as part of the motion picture mdusuy Thus,
while there is certainly room for Massachusetts production companies to grow
by producing more national television programming, should they do so, any
new jobs that get created will be classified within the motion picture proq[_ucuon

segment. tn

In contrast to mediadelivery and television production, motion picture production

offers significant opportunities for job growth. One way to increase che number of
motion picture production jobs is to entice more projects developed elsewhere—
in particular, motion pictures and television programs that are undcrwntten by
the major Hollywood studios and national and regional television commeraals

that are part of campaigns created by major advertismg agencnes—to " shoor

in Massachusetts. Another way to grow the state’s motion picture producnon

employment is to increase the number of movies and nartional television programs

that are developed, shot, and edited in-state by local producers. .
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Jobs in motion picture production pay well. When independent contractors and
movie extras—who often work sporadically and thus typically earn less than
regular employees—are excluded, the average Massachusetts motion production
job paid nearly $56,000 in 2004. This is almost 15 percent above what the
average job in the state paid that year. Motion production jobs are also clean jobs,
with little or ho adverse environmental impact.

b
The average "

Massachusetts n:;otion
picture producti?n
job paid nearly !
$56,000 in 2004.
This is almost
15 percent above
what the average
job in the state paid
that year. il
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Motion picture production in Massachusetts

To provide a picture of the Massachusetts motion picture production sector, this

section of the study will address five major topics.
i

* Definition of motion picture praduction and related activities.
'

* Nature of employment in the motion picture production sector?
* Massachusetts motion picture production employment and wages,

1990-2004.
* Motien picture production employment in Massachusetts vs. other
leading film states, 2001-2004. I

* Motion picture production vs. professional sports and museum/
historical sectors.

Defenition of motion picture production and related dcthtze.f
In examining the Massachusetts motion picture production sector, the study has
concentrated on four closely interrelated rypes of activities.

* Motion picture production, the process of capturing images and
sounds that can be assembled into finished motion pictures.

* Post-production, the process of editing images and sound and
adding elements like special effects, titles, and captions to assemble a
completed motion picture.

* Motion picture services, that is, contracted services that support
motion picture production; examples include booking agencies and
film processing labs.

* Motion picture distribution, which involves acquiring the rights to

motion pictures and distributing them to theaters, television/cable
networks and other venues, [

During 2004, production accounted for nearly three-quarters of employment in
these four areas. It also is the activity that drives the others, since the existence of
in-state production is what creates the need for post-production, support servnces,
and distributors. Through the rest of this section, and in much of the study, the
term “motion picture production” is used as shorthand to encompass progl_uctlon
and these related activities. '
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Nature of employment in motion picture production
The nature of motion picture production leads the industry 1o use an
unconventional set of employment practices.

Some small- and medium-sized production companies in the state carry staffs
of regular employees, like firms in other industries. But most motion picture
production work is project-driven. Productions require large numbers of people
to be mobilized for a finite period of time, several weeks or months for a large
Hollywood feature film, only a day or two for a television commercial.

As a result, many workers in the industry move from project to project.
For example, a grip—who assists the lighting and camera crews during a
production—could work on three different projects in a given weck: a commercial,
a small corporate video, and a studio movie.

Workers who move from project to project are sometimes paid as regular
employees, with the hiring firm assuming responsibility for payment of payroll
taxes. In other cases, motion picture production workers are hired as independent
contractors and pay their own taxes. Which arrangement is used can depend on
such factors as the size of the production, the worker’s job, and his or her union
status. For example, the grip ¢ited above, who rotated between three productions
in one week, would get paid as an employee on the commercial and studio movie,
but possibly as an independent contractor on the corporate video.

In the industry, people often distinguish these arrangements by referting to the
kind of tax document sent by the hiring firm to report the worker’s earning
at.years end. Regular employces receive a W-2 form; independent contractors
receive a 1099 form. The figures presented in the study include both regular
employees and independent contractors. '

21
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Figure 3: Employees in
Massachusetts motion picture
production and related sectors,
1990-2004

(exccludes i ndependent contractors)

2500 1
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Employment and wages in Massachusetts motion picture
production sector, 1990-2004

The number of regular employees working in the Massachusetts motion igicturc
production industry grew steadily through most of the 1990s, from-just over
1,500 in 1991 to more than 2,300 in 1997. Between 1998 and 2001, employmcnt
levels fluctuated beeween 2,000 and 2,200. After 2001, this number déclined
steadily, to approximately 1,600 in both 2003 and 2004. .

As a result of sharp declines in the fisst part of this decade, by 2004 the stace’s

motion pictute production employment had experienced a 30 percent :c_leclim:

from its 1998 peak and a 25 percent decline from the average levels of 1997-2001.

Data from CrewStar, Inc., a Massachusetts firm that provides payroll scrv:ccs
for features, television commercials, and industrial films, confirms this trend.
CrewStar serves more than forty clients active in Massachusetts, including
production companies, advertising agencies, equipment rental houses, and large
corporations. Given its broad and diverse client base, the amount of payroll
chat flows through CrewStar is a good gauge of production activity in ch_e state.

1500 §42

1000 -
500 -

11
1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

B Production  H Distribution Post [ Services

Source: (1.5, Bureau of Labor Statistics, Quarterly Census of Employment and Wages ( Q”CE w);

U.S. Census Bureau, Nonemployer Statistics '
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Between 2000 and 2005, the payroll paid on productions served by CrewStar
fell by more than 40 percent.

Average annual pay for regular employees in Massachusetts motion picrure
production increased from just under $33,000 in 1990 to $52,000 in 2004. When
adjusted for inflation and considered in constant 2004 dollars, this represents
angincrease from an average annual salary of $49,000 during the 1990s to an
average of $52,000 in the present decade.

The number of independent contractors in the Massachusctts motion picrure
production industry has also declined since the late 1990s, falling from just
under 1,100 in 1997 to slightly less than 1,000 in 2003. Their inflation-adjusted
average annual income has declined slightly, from approximately $40,000 in the
late 1990s 1o $39,000 during the current decade.

When both regular employees and independent contractors are included, motion
picture production provided an estimated 2,600 Massachusetts jobs in.2004,
which paid total income of nearly $125 million. The industry supported nearly
2,600 jobs in other sectors that year, which generated an additional $100 million
in personal income.

Massachusetts motion picture production vs. other states, 2001-04
Massachusetts was not alone in having a shrinking motion picture production
sector in recent years. With the exception of California, the other fifceen states
with the largest production sectors in 2001 saw employment fall by 2004.
New York state lost nearly a quarter of its jobs, falling from more than 43,000
employees in 2001 to just over 32,500 in 2004. Eight of the other fiftcen states
losc 20" percent or more of their employment over the period. Massachusetts,
which was the 9th-ranked state in 2001, fell ro 12¢h place in 2004.

An important factor that has driven the decline of motion picture production
across these states is that the major Hollywood studios chose to shoot a large
percentage of their feature films and television preductions offshore, in foreign
locations, instead of in the United States. Canada, Great Britain, and other
foreign production centers were very aggressive throughout the 1980s and 1990s
in_courting Hollywood productions with atrractive tax incentive packages and
with lower overall production costs. These efforts were quite successful.

By 2004
the state’s motiofy
picture production
employment had
experienced a 30
A
percent decline from
. o
its 1998 peak and a
-

25 percent decline

from the average
levels of 1997-2’5]:01.
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Figure 4: Employment in
motion pictiire production
and related activities for
leading states, 2001-04*
(independent contractors

nor included)
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Mitigating factors appear to have been in place for several of the leading motion
picture production states that avoided massive job losses. New ]ersey!hkely
benefited by the exodus of nearly 10,000 production jobs from New York state.
And production in Pennsylvania was boosted by the presence of the successful
Hollywoad director, M. Night Shyamalan, who grew up in the Phlladclphla area
and chooses to shoot his features in and around that ciry.

A sharp contrast to the decline in the leading production states was the cic‘"ptcfriencc
of several states that put in place tax incentive programs to attract productions.
Louisiana’s ¢fforts have been the most successful. That state’s cmployrrlxent in
motion picture production and related areas grew from less than 800 t6 more
than 2,000 berween 2001 and 2004. As a result, Louisiana has surpassed
Massachusetts as a production center, with employment in 2004 ncarly 25
percent greater than the Bay State’s. New Mexico also introduced tax 1ncentwcs
and was able nearly to double the size of its production scctor, which grew from
less than 300 employees in 2001 to more than 500 in 2004. .

'

W 2001 a;52004

0 - 24 - IR
FL TX IL NJ

PA MA OH MI

*California (100,238 employees in 2001 and 136,087 in 2004) and New York (43,329 cmployccs
in 2001 and 32,534 in 2004) omitted to enhance readability. Dara missing to calculage growrh
trend for Virginia, 12th-ranked state in 2001.

Source: ULS. Bureau of Labor Statistics, Quarterly Censws of Employment and %ga(QCEWO“
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It is worth noting, however, that while these states were able to add production
jobs, they did so at wage rates that were considerably lower than those paid in
Massachusetts. For three out of the four years between 2001 and 2004, average
annual pay for motion picture production employees in Louisiana and New
Mexico ranged between 35 and 60 percent of the pay levels that prevailed in
the sector in Massachusetts. Lower annual pay could be caused by two factors—
lower daily wages or the more sporadic, shorter-term nature of motion picture
production employment in Louisiana and New Mexico.

In feceht years, other states have put in place tax incentives of the sort pioneered by
Louisiana and New Mexico. These efforts have stemmed the tide of productions
moving offshore. While actual employment data is not yet available for 2005,
anecdotal evidence suggests thar tax breaks and other production incentives have
spurred a sharp upturn in production in New York and Rhode Island.

The recent passage of tax legislation in Massachusetts creates the prospect of a
similar rebound in production activity here. After the passage of this legislation,
Mary Ann Hughes, Vice President, Film Production Planning for the Walt
Disney Company, commented, “This law makes Massachusetts very competitive
in ‘attracting film and TV production. We lock forward to doing business in
Massachuserts.”

Motion picture production vs. professional sports and
museum/historical sectors

The motion picture production sector compares favorably in size and pay rates
to two other sectors that are much touted in Massachusetts: professional sports
teams and museums/historical sites.

The state’s professional sports industry is very similar in size to its motion picture
production sector. In 2004, professional sports teams employed approximately
2,500 people in Massachuserts, almost the same number as metion picture
production. The astronomicil salaries of 2 small number of athletes skew pay
levels in the sports sector. When athletes’ salaries are factored our, average pay
in professional sports was just over $55,000 per year in 2004, almost the same
as pay if the motion picture production industry. Motion picture production
and professional sports thus provide comparable numbers of jobs at quite similar
income levels and so have almost the same economic impact in the state.

“This law makes
Massachusetts very

competitivein =

w
attracting film arid

I
TV production. 1y

We look forwardi}’o
doing business in

3
Massachusetts.

Mary Ann Hughes,

Vice President, tilm Production
Planning for the Walr Disney
Company

I
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Characteristics of the Massachusetts motion
picture production sector

The Massachusetts motion picrure production sector comprises four major
segments:

+ Commercial, which includes in-state production of fearure
films and television programs developed by Hollywood studios
and by independent producers, and production of television
commercials;

* Documentary, which includes productions backed by WGBH
and cable networks, independent works, and the museum sector;

* Animation/experimental, which includes short animated and
non-narrative films, typically shown in film festivals or used in
cable television or advertising;

» Industrials, productions made on behalf of corporations and
used for external promotional purposes or for internal training
and educarion.

There is not a great deal of overlap among senior positions in these segments, as
producers, directors and writers typically tend 1o specialize. There js, however,
considerable overlap among skilled craftspeople in production and post-
production, as well as firms that provide support services, such as equipment
rental or sound houses. These professionals and companies tend to employ their
skills and diversify their businesses across the various segments

Commercial

The disparate group of activities labeled as “commercial” includes in-state
production of studio feature films and television programming {pilots, episodic
dramas and comedies, and reality shows); production of commercials on behalf
of advertising agencies; and shooting of independent feature ilm and television
productions.

All three types of commercial activities involve large production teams, including
full camera, lighting and sound crews, and often many actors and extras.

In-state studio features, television programs, and advertising agency commercials
usually involve production only, with project developmenr and post-production
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A strong commercial
segment is the
backboie of the state’s
production industry,
generating income that
allows Massachusetts
motion picture workers
to make a living and
also pursue riskier, less
commercial projects at

rimes.
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v

based in Los Angeles or New York. In-state production companies typically gét
invalved with studio projects or commercials on a wotk-for-hire basis, with the
party that engages the Massachusetts firm’s services typically retaining owncrshlp
of the finished product. .

LIS
By contrast, most independent features or television productions shot in
Massachusetts are developed in-state and remain here through post—producuon
Thus the producer of an independent film or wlevision program will Wsually
1"
own the finished production when ic is completed. The primary challenge for

‘independent producers is raising financing, and even more, getting thf:lr work

into the mainstream industry’s distribucion pipeline, which is based in Los
Angeles and New York.

A strong commercial segment is the backbone of the state’s production in'dusuy,
generating income that allows Massachusetts motion picture workers to make a
living and also pursue riskier, less cominercial projects at times.
Studio features like The Departed and Fever Pitch, along with smd:o-funded
television productions, provide the highest-paying wotk for film profcss:onals
and the highest fees for rental and post-production companies. The prcscnce ofa
single large-budger Hollywood production can have a great impact. b+

i
For example, the eight weeks that Mystic River shot in Boston - prowded many
local members of the primary industry craft union, International: Allidnce of
Theatrical Stage Employees, Moving Picture Technicians, Artists .mdllAJhcd
Crafts (IATSE) Local 481, with as much as one-quarter of their 2002 incame.
These larger productions also provide substantial contributions to the!union
funds that provide members with health and retirement benefits. :

A television series can also provide a huge boost to a regional production sector.
The series Spenser: For Hire was shot in Greater Boston for four ycars‘%m the
mid-1980s and laid the foundation for Massachusetts’s in-state productlon
infrastructure. The Showtime series Brotherhood has recently had .2’ major
impact in Providence, single-handedly spurring a big increase in Rhode Island’s
production activiry. :l

The presence of studio features in Massachusetts has declined dramatically since
the late 1990s. The local economy benefited from having studio fcaturés shoot
in-state for eighteen weeks during both 1997 and 1998. During four of the next
six years, however, Massachusetts had only four weeks or less of studio shooting,

]
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1997 1998 1999 2000 2000 2002 2003 2004

‘M All Other Studic Features B What's the Worst thar Could Happen [T Mystic River

Source: IATSE Local 481

The only exceptions were 2000, when What's the Worst that Could Happen was
in-state for eleven weeks, and 2002, when Mys#ic River shot in Massachusetts for
eight weeks (see Figure 5).

As was noted carlier, there was a growing trend throughour the 1990s of studio
productions going offshore 1o Canada and other locations around the world
that offered tax incentives and lower wages. This was directly responsible for
the precipitous decline in studio production after 1998. In that increasingly
competitive atmosphere, Massachusetts, with its higher wages and cost of living,
was at a significant disadvantage. The state’s repuration as sometimes being a
difheult place to shoot and the dissolurion of the state-funded film office in 2001
only exacerbated the situation.

The recent industry tax incendive legislation, effective January 1, 2006, already
shows promise of reversing this trend. Gone Baby Gone, a feature that will be
directed by Cambridge native Ben Affleck, is slated to shoot on location in
Massachusetts this spring, largely because the tax legislation made it affordable
and artractive to shoot here. Several other films are considering shooting in-state
this summer. The increase in production and interest in the state provides an
important opportunity to correct the perception of Massachusetts as a difficult
place to shoot.
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Figure 5: Weeks of shoclh;ting
for studio features in .
Massachuserts, 1997—20{)4
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Television commercial work statewide has been hurt by the exodus of advértising
agencies from Boston since the late 1990s. Key creatives remaining in Boston
and New England include Arnold Worldwide and Hill & Holliday, amOng
others. Major local production companies producing regional and natlonal
advertising spots, with forms ranging from short to longer spots, include Element
Productions, Picture Park; and Redtree. The recently-passed tax legislation aims
1o revive this segment of the industry as well.

A recent uptick in independent features has partially offset the decline in
Hollywood and advertising production. A half-dozen independent featurcs,
with budgets ranging between $500,000 and $2 million, have shot in- statc over
the past two years. These productions are important to the state because they
provide income for professionals during otherwise slack periods and allow less
experienced people an opportunity to gain new skills 2nd advance to hlgher-level
jobs than they could fill on a major studio project. These productions can also be
a fertile ground for filmmakers who, if successful, will shoot furure pro]ccts in-
state. After Brad Anderson experienced a breakout success with the set-in-Boston
Next Stop Wonderland, he returned to shoot Session 9 in Massachusetts. f

While independent features play an important role, they cannot take the
cconomic place of a major studio feature film. For example, when The Departed
was in Boston durifig the summer of 2005, the production spent $375,000 per
day. This means that in four days, it spent as much as the entire budget of a $1.5

million independent production. '
|
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Documentary

The  documentary segment comprises three primary types of productions:
programs made on behalf of WGBH for the national PBS nerwork and for
cable networks such as the History and Discovery Channels; independent
documentaries produced by Massachusetts filmmakers based on their original
idéas; and Alms made for museums or similar cultural institutions.

Massachusetts was a pathbreaker in the personal documentary, beginning with
the early 16mm camera-on-shoulder cinéma vérité tradition of directors tike Ed
Pincus and Frederick Wiseman. The Massachusetts Institute of Technology
(MIT) documentary production program, run by legendary teacher Ricky
Leacock, served as training ground for a generation of documentary makers
from the late 1970s to late 1980s. Many graduates of the MIT program have
gone on to make significant documentaries and have mentored a new generation
of filmmakers through their work teaching at Harvard University, Boston
University, Emerson College, and other institutions.

WGBH has been a mainstay of the Massachusetts production community.
Approximately one-third of the national programming aired on PBS is
produced under the auspices of WGBH. The station subcontracts much of its
national programming—for example, numerous episodes of Nova, Frontline,
and' American Experience—to motion picture production companies in
Massachusetts.

WGBH and the independent documentary worlds are intertwined, with some
projects initiared as personal documentaries before getting picked up for broadcast
on PBS. With many local companies producing for WGBH, Massachusetts has
developed strong expertise in science/historical documentaries. Cable outlets
such as the Discovery and History Channels have also become important venues
for locally-produced documentaries in recent years.

Documentary-making typically involves taking a project from conception,
through development, production and post-production. Documentary makers
who work for WBGH series like Nova and Fromtline often do their projects as
work for hire, and they do not own the completed production. Independent
makers usually own their finished project, which they then try to sell o film
distriburors or television networks. The PBS series POV and Independent Lens
have become important outlets for independent documentaries.

With many local :l

production companies
producing for \‘VC;BH,

Massachusetts has.

developed strong *

expertise in science/

3

historical documentaries.

Cable outlets suci} as

the Discovery and
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produced documentaries
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I
Documentary crews are typically smaller than those for Hollywood, advertising,
or independent feature or television productions. They often include only a snmp!e
camera, sound crew, and small lighting package. Re-enactments have bﬁcomc
an increasingly popular element of many historical and science documentaries.
Production values, and ‘thus crew compaosition, on such re-enactment shoots
closely resemble chose found on an independent feature. !

Aswith the commercial segment, there has been adownturn in the Massachuserts
documentary segment in recent years. WGBH's national programming group is
the unit that funds documentary produicers to make programs for PBS senes like
Nova. Not all of WGBH’s national programming funding is outsourced, and
nor all of it goes to Massachusetts prodiiction companies. But the budget For this
group is a good benchmark for the level of funding Massachusetts documcntary
makers potentially receive from WGBH. The station’s expenditures on nanonal
programming fell from $94.5 million from the fiscal year that spanned 2000-01
to $72.6 million in the 2004-05 fiscal year—a decline of 23 percent. i

Independent documentary makers have also expetienced a downturn. The, Ccmr:r
for Independent Documentary {CID) and Filmmakers Collaborative (FC) are
two Boston-area nonprofit organizations that work with independent filmmakers
to produce documentaries. In 2004, these two organizations managed the
incoming funds and production budgets for 52 Massachusetts-based pro;ects
The amount of funding that flows through these two organizations is a good
benchmark for the level of independent documentary activity in Massachusetts
Their combined budgets fell by more than 40 percent from 1999 o 2004.

'
Abrightspotisthe growing museum niche. Many local production compames that
formerly focused on PBS productions have, in the face of decline, taken advantagc
of their expertise in developing and producing films and interactive exhibits for
private museums and federal government agencies like the Smithsonian and
the National Park Service. These projects, genetally work-for-hire and owned by
the commissioning institution, can range from 30-second clips to 25-minute
documentaries. Budgets are more generous in this realm due to the long shelf-life
of the products. Films that accompany museum exhibits often turn over only
once every five o ten years. Only a handful of companies compete in this market,
and a disproportionate number are based in Massachusetts. Among the leading
local companies are Chedd-Angier-Lewis, Northern Light Producticns, Boston
Produttions, Monadnock, Peace River, and Fred Brink. Nationally, anorher half
dozen or so firms also compete for museum work, most of them based i in New
York, Washingron, D.C., Los Angeles, and Colorado. i
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Aiiimation/experimental

This segment includes animated and experimental work chat uses non-traditional
narrative structures and employs diverse cinematic techniques. Productions in
this segment tend to be shore-form,

Massachusetts is home to 2 number of world-renowned animators,
experimental filmmakers, and video artists. Students here benefic from many
of these artists continuing to teach and make their work here. Both the School
of the Museum of Fine Arts and Massachusetts College of Art employ faculty
recognized in the field of animation and experimental ilm, and the Department
of Visual and Environmental Studies at Harvard University brings world-class
animators to teach as visiting instructors in two-year rotations. The Rhode Island
School of Design (RISD) is also an important training ground for animators and
experimental filmmakers. Many RISD graduates settle in the Boston area or stay
in Providence, close enough to work in Massachusetts.

As it does in the documentary field, Massachusetts has a distinguished legacy in
experimental media. During the 1960s, WGBH and MIT’s Center for Advanced
Visual Studies both started visiting programs that hosted internadionally
renowned video artists. In 1974, WGBH expanded its program by founding
the New Television Workshop, which had its own producrion facility used by
visiting and Jocal artists 2nd aired a weekly video art series.

The New Television Workshop production facility closed in 1980, but over the
next decade, WGBH continued 1o be a supporter of video art, co-sponsoring
a screening series with Boston’s Institute of Contemporary Art (ICA) and a
broadeast series with New York’s WNET. During this time, the Boston Film/
Video Foundation (BF/VF) also became an important center for experimental
and other independent work. Founded in 1976, BFfVF provided affordable
equipment rental and professional training for independent film and video
makers. During the 1980s, BF/VF hosted a widely popular screening series
that featured experimental work and helped to spawn several local schools of
video artists. Many of Boston’s performance artists and sculptors have also been
innovators in the use of video and film in their work.

Today, the universities are the centers of experimental work in the state. The
DeCordova Museurn has shown a strong commitment to video and digital arr,
with its own VideoSpace exhibitions and through collaborative programming with
the ICA. The Balagan Experimental Filrh and Video Series at the Coolidge Corner

Theater in Brookline is another prominent present-day venue for this work.

Massachusetts is
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The animation and experimental segment came to wider public awareness :céuring
the 1980s, with the advent of MTV. MTV’s music videos and the network’s
own promotional spots used animation and experimental techniques extensively,
This helped to bring into the mainstream what had previously been seen a§ edgy,
fringe work. This process changed how media looked and opened up a broader
market to avant-garde animated and experimental work. The MTViserties
Liquid Television, which ran from 1991 o 1993, featured short animat;é;d and
experimental films and was a platform for this work to reach a broader audlcnce
Animation and experimental techniques came to be associated with the } young
demographic that watched MTV and spilled into advertising. 4

A
Growing interest in animated and experimental work on the part of MTV and
Madison Avenue spurred the rise of production houses around the country that
focused on this kind of work. Olive Jar in Brookline, an animarion studll.o, was
the most prominent firm of its kind in Massachusetts. e

In the late 1980s and catly 1990s, Massachusetts also gained a leading pOSlthl‘l
in the creation of animation that defined the on-air look of television and cable
stations locally and nationwide. This work consisted of animated statiori logos,
opening title sequences, and on-air promotion.

The seate’s prominence in thisarea can be traced to its high concentration of graphic
design talent and the early introduction of the Quantel Paint Box to television
stations in the Boston area. The Paint Box was a system that, when comblncd
with an editing suite, allowed for the creation of sophisticated moving graphlcs.
Many of the designers who worked at Boston television stations subscqucntly
moved 1o local production companies that made television commercials and
industrial films. .

These Massachusetts-based firms became clear national leaders in this field.
They worked with local and national television stations and for many. of the
leading cable networks, creating entire on-air looks. As the work became more
sophisticated, designers also began to incorporate film and live action wcl)z?l_{. )

Use of animation and experimental film rechniques began to decline onl MTV
by the mid-1990s, in part because of the emergence of realicy programming
as exemplified by the pioneering Rea/ World, Many companies that produced
animation and experimental work for MTV went under. Olive Jar was acquu’ed

by an Internet company in 2001 and did not survive the dot-com crash. /I
1
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By the late 1990s, the computer revolution began to transform both the look of
anjmated films and the way they were made. Broad access to inexpensive, easy-to-
use and high-quality multimedia and animation software—for example Flash,
After-Effects, and related programs—made it possible to create animated films on
personal computers. These desktop animation programs supplanted the Quante!
Paint Box and the need for sophisticated editing suites. The Massachusetts
companies that had been leaders in on-air animated graphics suffered. Many of
their leading designers turned to working either in small studios or out of their
homes,

The rise of computer-based animation has alse brought about a general revival
in animation’s commercial prospects. Animation is once again a2 mainstay in
advertising, and animated sequences are frequently being incorporated as
an clement in narrative and documentary productions—both fiction and
no_nﬁct__i:on filmmakers increasingly see animation as another ool they can use
for storytelling. There are also more outlets for straight animation; for example,
the Cartoon Network seeks programming that appeals to adult audiences. The
electronic games sector is another important new outlet for animarors’ work. A
fastgrowing, largely Web-based, filmmaking movement called Machinema
combines filmmaking, animation, and games.

Technology has driven significant changes in how animation is produced,
exhibited, and distributed. A stop-motion production that once cost $20,000
and required many hands at Olive Jar is no longer the norm. Instead, animations
are being made by solo artists on a personal computer. Computer animation
cannot replicate the look of a hand-drawn film or puppet production, but the
prevailing aesthetic has adapted to favor—or ar least tolerate—the digital look.

An cverincreasing number of new venues for shorter, experimental forms—
including webcasts and podcasts—are being used by independent makers seeking

new audiences for their works. Animators and experimental ilmmakers have

also evolved their means of working together. Since studios are no longer crucial,
makers can work collaboratively in loose networks, such as Handcranked Film

Projects; a Waltham-based collective formed by a group of Olive Jar veterans.
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In recent years, only
10 pércent of BU
graduates stay and
workin the
Massachusetts film
industry, down from
as much-as 30 percent

less than a decade ago.

Charles Merzbacher,
Chatrman of BU's Filnt and
Television Departnent

Lens on the Bay State: Motion Picture Production in Massachusetts

Industrials

The industrials segment involves the production of training and communication
films produced on commission for corporations. These films are shown externally
to customers and used internally for employee training and education.

The industrials segment once provided steady income for many Massachuserts
filmmakers. But revenues from this segment have largely disappeared in
recent years. One reason has been the decline of large Massachusetts-based
information technology companies, like Digital Equiprment and Wang Labs, as
well as mergers within che financial services industry involving companies like
New England Financial and John Hancock, all of which were major customers
for industrial films. Even more important has been the emergence of digital
technology, which has enabled companies to produce films cheaply and
distribute thém via the Web.

Industrial films used to be created by shooting and editing on video, with the
finished product disseminated on videocassette. They are now shot on low-cost
digital cameras, edited with PC-based software, and distributed over company
intranets or the Web. Industrial films chat were previously outsourced to an
independent film production company arc now mostly being made by small
teams working within internaf corporate communications groups.

The rise of the Web-based industrial has effectively removed an important and
lucrative soutce of income for the Massachusetts production community.
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Related economic sectors

Motion picture production has actual and potential linkages to other economic
sectors' where Massachusetts is strong. These sectors include higher education,
information technology and electronic games, finance, and tourism.

Higher education

Many Massachusetts colleges offer undergraduate and/or graduate programs in
film and television production. These programs help generate a skilled workforce,
in the form of their graduates, and create teaching positions that can provide
income for working filmmakers.

An informal survey of Boston University, Emerson College, Massachusetts
College of Art, the School of the Museum of Fine Arts, and Fitchburg State
College revealed thar these schools graduared more than 350 students with
degrees in film or video production in 2005. This is an increase of more than 30
percent over the number of graduates from these programs in 2000.

But most of the state’s film and television graduates appear to be leaving
Massachusetts or not working in the media industry. Overall, only one in three
graduates stays in Massachusetts and pursue media careers. At Boston Universicy,
the state’s oldest film program and the one most focused on training students
to énter the Hollywood film and television industries, the exodus of graduates
is even more pronounced. Charles Merzbacher, Chairman of BU’s Film and
Television Department, estimated that in recent years, only 10 percent of BU
graduates stay and work in the Massachusetts film industry, down from as much
as 30 percent less than a decade ago. The recent increase in production activity
generated by the tax incentives, however, has made some students more hopeful
about their prospects for finding wortk in the state,

BU'’s Alm school recently collaborated on a television pilot with mtvl, a network
thatairs on college campuses nationwide, and MSN, Microsoft’s Web poreal. This
effort was modeled on the relationships that currently exist berween industrial
companies and university science and engineering departments.

Boston University’s new Center for Digital Imaging Arts began operation in
2004. CDIA offers a one-year certificate program, focused on giving hands-on
training in digital production, photography, and web design. The program’s
goal is to give students practical production skills that will allow them © work
right away in the industry. CDIA tends to attract mid-career students, who

i
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may be more likely to remain in Massachusetts. In its first year, CDIA granted
certificates to 15 students, of whom 75 percent are working in the indusery. Of
these, approximately two-thirds are working in the Boston area.

Massachuserts Alm schools support only a small number of full-time teaching
positions. These jobs are demanding, and it is difficult to meet teaching and
faculty committee responsibilities and still continue to work as a filmmaker, The
state’s film schools also support many adjunct faculty positions, which are usually
filled by local filmmakers and film writers. Like most adjunct faculcy positions,
these jobs typically are staffed by the course on a semester-to-semester basis.
Though they pay modestly, these adjunct positions do provide supplemental
income for working film professionals.

Information technology/electronic games

Massachusetts has long been a leader in the information technology industry,
here dcfined as computer hardware, software, and related services. As noted
carlier, the advance of technology has had a major impact on the media sector,
with digital production supplanting film-based methods in many instances. This
has often meant a reduction in costs associated with equipment and materials and
the labot required. The development of digital editing systems, for example, has
affected post-production employment, which declined by 7 percent nationwide
between 2001-2004, even as production employment grew 12 peicent.

But technology provides major potential benefits as well. It has lowered barriers
to entry, allowing newcomers to enter the field as ilmmakers in greater numbers
and in ways they could not have done in the past. And through the Internet,
media makers can disseminate their work to viewers in new ways. Increasingly,
Web sites are used not only in promoting and helping to distribute films, but also
in raising funds.

There is great potential 1o create. new jobs at the intersection of software and
motion picture production. Tewksbury-based Avid is a leading supplier of digital
motion picture editing software. In the wake of its success, other Massachusetts
companies have developed software modules thar can work in conjunction
with Avid’s systems. An area of focus for Massachusetts companies has been
the development of special effects software. For example, Cambridge-based
GenArts, Boston-based Boris FX, and Softimage, a division of Avid, are all
active in this area.
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This new software has, in wrn, allowed Massachuserts companies o gain a
position as providers of special effects content, a realm that has previously been
dominated by California-based firms. The real win for Massachusetts will be
if in-state companies that produce underlying technologies in the media sector
give a boost to local companies that gencrate content. This effect could be
especially powerful in cases where new technologies enable new forms—present-
day examples might include video blogging or video pedcasting. In such cases,
having an understanding of the underying technologies—or having access to
engineers who do—is likely to be an important prerequisite for content creators.
As z result, having the companies that developed those technologies in their own
backyard could prove a huge boon to media makers.

Some Massachusetts companies have applied new computer technology and
traditional filmmaking techniques to other markets. For example Neoscape is a
Boston-based firm that creates virtual reality simulations for real estate developers,
restaurants and stores, as well as innovative productions for cable outlets like the
Discovery Channel.

Electronic games represent a key area within the information technology
industry where the skills of filmmakers are applicable. Game development now
attracts talent that used to go into media making and attracts audience time
and attention that was formerly devoted to traditional media. Games continue
to develop, moving beyond crude computer-generated imagery toward higher
quality visuals. In “Games People Play,” a 2005 Boston Phoenix article on
electronic games, a designer ar a studio in Cambridge is quoted saying that game
visuals are becoming “more cinematic and incredibly lifelike.” Local animators
and experimental filmmakers confirm that games are a new outlet for their work.

And the game sector is growing rapidly, with employment and revenues in
the state estimated to have doubled since the late 1990s. The Massachusetts
game development sector generates approximately $200 million in income
annually and is recognized as one of the five leading national centers of this
industry along with Los Angeles, San Francisco/Silicon Valley, Seattle, and
Austin. A comprehensive list of Massachusetts game development companies is
available from Boston Post Mortem, the local chapter of the International Game
Develapers Association.

—— —— R e 1]
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The independent game development sector is the primary area within the
electronic games industry where Massachusetts firms are active. This sector
shares many of the same challenges and characteristics as independent film. As
with independent producers in film, game developers working outsid}z large
corporations lack a clear path by which to market their work. As in film, the
electronic games business is increasingly “hit-driven.” And as in film, innovative
games may be recognized critically but still fail at the “box office.”

Massachusetts is also potentially a leader in serious game development, where
games aie embraced as a platform for critique and learning in educational or
industrial settings. Games can be used to replicate historical situations and
characrers for classroom use, or to simulate business situations in planning or
training exercises.

The rising prominence of the electronic games industry has been recognized
by Worcester Polytechnic Institute, which recently launched a miulkitrack
undergraduate degree program in Interactive Media and Game Development.
The WP program integrates art and software development. Faculty have strong
backgrounds in areas such as playwriting and scene design, technology and
music, all of which enable creation of virtual environments and scenarios.

University researchers in Massachusetts are leaders in undertaking scholarly
examination of electronic games. Henry Jenkins of MIT is a widely-recognized
researcher on electronic games and is co-leader of the Institute’s Games-to-Teach
project. Jenkins was also instrumental in getting MIT 1o change the name of
its Media Studies department to the Department of Comparative Media, to
emphasize the distincrive characteristics of electronic games. Sherry Turkle, of
MIT’s Program in Science, Technology and Society, examined PC-based role-
playing games in Life on the Sereen, her study of the impact of computers on
personality,

Other Massachusetts scholars are examining the intersection of electronic
games and business. Robert DeFilippi at Suffolk University’s Sawyer School of
Management, who has done past work on the film production industry, recently
embarked on a study of the game development sector in several regions, including
Massachusetts. And Michael Schrage, a researcher at MIT’s Media Lab, is the
author of Serious Play: How the World's Best Companies Simulate to Innovate, a
study of how businesses are using simulation games.
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There is great potential for cross-fertilization between electronic games and
motion picture production. In some instances, skills from motion picture
production may be directly transferable to the electronic games industry.

For example, 2 motion picture production designer’s eye could be brought w
bear on the visual aspects of game development, as a film writer’s storytelling
talents could contribute to fleshing out the narrative aspects of a game. Similarly,
visual and narrative techniques from games can inform the work of the state’s
production professionals. Interestingly, at least one group of the state’s artists
have alteady made a direct crossover from the motion picture to the electronic
games industry. Students at Berklee College of Music, who have traditionally
made money on the side doing soundtrack work for films, now report that they
are busier wortking for game developers than for movie producers.

Massachusetts is also host to activity at the intersection of media arts and
technology. The MIT Media Lab’s “Computing Culture” center includes several
projects that involve linkages between moving images and new technologies.
Other local university centers: interested in these linkages include Mass Art’s
Studio for Interrelated Media (SIM), MIT"s Center for Advanced Visual Studies
(CAVS), and RISD's new Digital/Media Department. George Fifield, Curator
of New Media at the DeCordova Museum, also directs the Boston Cyberarts
Festival, which features many exhibitions and conferences on computer-based
motion media productions.

The SIGGRAPH conference, sponsored by the Association for Computing
Machinery’s Special Interest Group on Graphics and Interactive Techniques,
will be held in Boston in late July and early August of 2006. This is the leading
gathering of technology professionals who focus on visual imagery. This
conference provide opportunities for motion picture professionals to learn about
relevant,work in the technology field and to meet people who are doing visual
work, too, but with computers instead of cameras.
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Finance

In recent years, Massachusetts investors have shown growing interest in the
media sector. Two state-based investment groups—Investors’ Circle and Spark
Capital—-are now investing directly in media ventures. A third Massachusetts-
based organization, Spartacus Media Enterprises, connects media makers with
socially responsible investors.

Investors' Circle (IC); based in Brookline, comprises angel investors, professional
vencure capitalists, foundarions, and others who are using private capital to
promote the transition to a sustainable economy. Since IC’s inception in 1992,
its members have invested more than $106 million into 170 companies or small
venture funds. Investors’ Circle’s interest in media was sparked in part by its co-
hosting of the “Investing in Media that Matters” conference at Sundance with
Spartacus Media Enterprises in January 2003.

Spartacus Media is a Massachusetts-based social mission media company that
produces conferences and advises media makers and their supporters. Spartacus
was producer and co-host of the 2003 Sundarnce conference, where more than
240 artists and funders assembled. Ongoing advisory work by Spartacus has
resulted in numerous distribution, marketing, and production partnerships for
socially-themed media makers, including many from New England, as well as
helped to raise capital for mission-dtiven media companies.

Spurred by its experience at the 2003 Sundance Conference, Investors’ Circle
added a media track to its categories of focus, with a primary interest in supporting
production companies rather than individual filmmakers.

In 2004, IC completed a report, The Double Batton Line (DBL}) Media
Industry: An Analysis of Investment Opportunities, with sponsorship from the
Ford Foundation and in collaboration with Calvert Investment Foundation.
This report provides preliminary insights into DBL media companies, funders,
and investors. Driven by the findings from this report, IC has begun a dialogue
around the need to establish a media fund focused on double bottom line media
makers.

Spark Capital is a Boston-based venture capital firm focused on carly-stage
investments at the confluence of the media, enterrainment, and technology
industries. Investing it companies it believes will benefit most from the rapid
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transformation of media and content driven by innovative technologies and
evolving business models, the firm recently launched with a first fund totaling

$260 million.

With a background in the media, entertainment and technology industries,
Spark’s management team includes former film and television executives with
experience in the development, production and distribution of entertainment
and media and its underlying technologies.

The rise of Massachusetts-based investment funds with a focus on media is an
encouraging development. Nonetheless, much work remains to build financial
intermediaries that can effectively match producers who have good ideas wich
suitable investors.

Tourism
In addition to generaring well-paying, environmentally-friendly jobs, film

production creates images of Massachusetts that are shared around the world:

Having. Massachusetts Jocartions depicted in movies and television shows
encourages tourists to come to the state and visit the places they have seen on
screen.

Mainstream productions that have spurred tourism for Massachusetts include
Jaws, made in the mid-1970s, and Goed Wil{ Hunting from the 1990s. Perhaps
the most notable was the 1980s television series, Cheers, which wasn’t produced
in Boston but centered on a fictional bar set in Back Bay. Litrfe Women, also
shot in the 1990s, triggered a major increase in the number of visitors to historic
Deerfield, which was the film’s key location. The Crow's Nest, a bar in Gloucester
featured in the 2000 production, A Perfect Starm, has recently become a popular
tourist destination.
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Next steps

The state’s production community is optimistic about its future. The tax incentives
passed in January 2006 have already spurred a major increase in activity. And the
collective effort that led to the legislation—and also produced this report—has
demonstrated what this community can accomplish when it works together. "

The most important next step is to make Massachusetts as a whole, and the city
of Boston in particular, friendly to production. This can be achieved through
more effective coordination by government agencies, increased ourreach to
Hollywbod studios and advertising agencies, and having well-run film offices at
the state and local levels.

To this end, the MPC is encouraging the state’s Executive Office of Economic
Development (EOED) and Department of Revenue (DoR) to develop clear and
consistent regulations for the administration of the rax incentives. The MPC is
also urging the EOED and other state policy makers to take the lead inboth
funding and outlining the responsibilities of a film office in Massachusetts. .

The tax incentives will make independent productions—documentaries,
feature films, animation and experimental work—less expensive to make in
Massachuserts. But to become truly sustainable, the state’s independent sector
also needs access to capital that can finance new ideas and distribution channels
that can take finished work out into the world. Getting independent work
from Massachusetts more widely seen, however, will require cither adapting
emerging channels enabled by new teclinologies or building stronger ties co the

established distribution netwotks centered in Los Angeles and New York. For "
AIMM, helping independents to get better access to funding and distribution .
is the next step. -
AIMM will also build on this study by tracking future employment levels in the u
state’s production industry. This ongoing tracking will show the impact of the

tax incentives and the overall progress of the industry in coming years. l

Another key challenge faced by the commercial segment is managing the
increased level of production the tax incentives are likely to spur. This will
require enhancing the state’s equipment and post-production infrastructure and
building its talent base. The latter goal can be accomplished by a combination
of luring back veterans who have left the state and keeping newcomers. The
state’s film schools and training programs such as CDIA are a prime source for
potential new talent.
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The long-term goal is to make Massachusetts a place where people can build and
sustain production careers. In some aspects of the motion media industry, it is
not reasonable to expect Massachusetts to achieve parity with California and
New Yock. As a result, young people who hope o make careers in areas like
episodic television or studio features will always have to move to Los Angeles or

New Yoik Ciry.

Bur it is reasonable to envision Massachusetts as a place where production
careers can be launched and maintained in areas where the state has distinctive
strengths,

The state is an attractive location for shooting studio features and commercials.

This combined with a well-educated and dedicated workforce is what makes
Massachusetts a leading production center. It also has a longstanding reputation
as one of the pre-eminent places in the world for documentaries. And it possesses
distinctive and in~demand skills in animation and experimental filmmaking.

The industry can also build new areas where it is distinctive. One interesting
possibility is for Massachusetts to become a leader in emerging work at the
intersection of motion picture production and digital technology, where the state
has long held a position of global prominence.

Given these strengths, there is potential for the Massachusetts industry to
assume a prominent place among the world’s motion picture production centers
and become a growth sector in the state’s economy. The challenge for the state’s
production community, and for policy makers and leaders in the business and
nonprofit sectors, is to realize the industry’s considerable potential.
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Study methodology

Résearchers who set out to examine the economic impact of industries typically
use government statistics that measure employment levels and wages. This is
a useful approach for several reasons. For one thing, statistics on employment
and income are a direct measure of the well-being of the workers active in the
industry. Another important facror is that these kinds of government statistics
are gathered in ways that allow for comparisons over time and between states or
regions.

Government statistics used in this study

This stidy has used three primary government data sources.

The first is the Quarterly Census of Employment and Wages, undertaken by U.S.
Bureau of Labor Statistics. Data on Massachusetts in this BLS census is taken
from the state office that keeps track of how many workers are employed by
firms on an industry basis in the course of collecting unemployment insurance
payments. For more on the data available from the QCEW, see http:/fwww.bls.
gov/cew/cewnote.htm.

The other two dara sets are surveys undertaken by the U.S. Census Bureau:
County Business Patterns; and Nonemployer Statistics. The Census Bureau data
is based on surveys of two groups of business owners. County Business Patterns
surveys :businesses that have paid employees, while Nonemployer Statistics
surveys business owners who have no paid employees bur submit tax returns
indicating that they their activities have earned gross receipts of at least $1,000 in
ayear. For more on the Country Business Patterns, see http:/fwww.census.gov/
epcd/cbp/view/chbpview.html and on Nonemployer Searistics, see https/fwaww.
census.gov/epcd/nonemployer/.

All three surveys provide similar types of data—number of establishments (that
is,"business locations), number of employees, total wages paid (or total business
receipts in the case of the nonemployer survey), and average annual wages (or
receipts).

The governmeént surveys used in the study break our employment according o
industries as defined by the North Amertican Industry Classification System
(NAICS). The NAICS splits all activity in the economy according to a numerical
taxonomy, ranging from 2 digit numbers for high level economic sectors- {for
example, 11 for agriculture or 31 through 33 for manufacturing) all the way to
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a very detailed industry segmentacion at the six-digit level. For more on NAICS,
see huep:/fwww.census.govieped/wwwinaics.html.

This study focused on seven five-digit NAICS codes:

51211 Motion Picture and Video Production

51212 Motion Picture and Video Distribution

51219  Postpreduction Services and Other Motion Picture
and Video Industries

51512 Television Broadcasting

51521  Cable and Orther Subscription Programming

51751 Cable and Other Program Distribution

53223  Video Tape and Disk Rental

This study used the BLS dara to measure regular employcees for several reasons.
Data for 2004 was available from BLS, while the most recent data from the
Census Bureau on regular employees was from 2003.

Another reason for preferring the BLS data in a study of the media sector is that
it is based on where the worker is employed. Crew members on a Massachusetts
production who were hired by a producer based in California would likely show
up in the Census Bureau survey as motion picture production employees working
in California. The BLS dara, by contrast, is taken from the Massachuserts state
unemployment insurance rolls, and as a result, even if workers on a Massachusetes
production were paid by an out-of-state company, they would show up as working
in Massachusetts in the BLS data set.

We used the Census Bureau Nonemployer Statistics to provide estimates of the
number of independent contractors. Data from the Census Bureau's County
Business Patterns scries was used to check the fidelity of the employee data from
the BLS.

Estimates on the split of production vs. non-production employees in the
Massachusetrs television industry are based on the BLS's estimates of splits of
occupations in the broadeast and cable sectors. For more see http:/fwww.bls.
gov/ oes/current/oessrci.htm#51.
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Independent contractors, payroll companies, and closely
related sectors

In any effort 1o assess the size of a state or region's motion picture production sector,
the unconventional nature of employment relationships in the industiy creates
complications. Two specific issues are the most challenging: the industry’s use
of both regular employees and independent contractors; and producers’ reliance
on third-party payroll companies to issue paychecks and make tax paymetits on
their behalf. Another issue is that some workers—such as soundtrack mixers,
writers, and actors—work on motion picture productions but are classified by
government agencies as being part of other sectors of the economy.

In"certain instances, a motion picture production worker will work as-both
a regular employee and independent contractor in the same year. As a result,
such a person could show up in government statistics in both the employee and
independent contractor categories and thus be double counted.

We acknowledge the potential for such double counting but believe it does not
materially affect our estimates of employment levels. This is in large part because
any double counting that could occur is likely offset by the other complicating
factor in the motion picture production industry—the widespread use of payroll
companies, especially on studio features and television commercials.

Motion picture production workers who receive their paychecks through payroll
companies typically are considered employees of the payroll company. As a
result, these workers get classified within NAICS code 541214, Payroll services.
Interviews with local producers and union officials have shown that crew
members who work on a freelance basis tend to get paid the majority of the time
by payroll companies as regular employees. But almost all of these workers also
sign on for at least a few projects each year where they get paid as independent
contractors.

When these workers are paid as employees through a payroll company, they do
not get classified as being part of the motion picture industry, buc rather, as part
of the payroll services sector. But when they work as independent contractors,
they do get classified within the motion picture production segment. Such
people would show up only once as part of the motion picture production sector,
as independent contractors, Thus they would not be double counted.

sl
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Given this, we believe the figures we have gathered on employment levels in che
state’s motion picture production industry provide a good estimate of the actual
number of people working in the sector. But due to the cffect of payroll companies,
our estimates tnay slightly understate the amount of income these workers carn.
Discussions with IATSE Local 481 lead us to believe that because of the omission
of wages received through payroll comparies, our 2004 estimates of the state’s
motion pictute production industry’s aggregate income may be understated by
as much as 5 percent. But 1o be conservative, we have not included earning from
payroll companies in our formal estimates of the industry’s size.

If the tax incentives spur an increase in the number of studio features and television
commercials produced in Massachusetts, the amount of income earned through
payroll companies could increase substantially. In the future, we hope to estimate
on an ongoing basis income that flows through payroll companies, since this is
a particularly important indicator of the health of the state’s production sector.
And if this amount becomes a larger proportion of the total income earned in the
sectot, it may be worth including it in our formal estimares of the sector’s size.

The production scctor also employs small numbers of workers who are formally
classified in other sectors, but who do a great deal of work related to mation
picture production. Examples include engineers who do sound work during post-
production, freelance writers who write film scripts, and actors who appear in
local productions. These kinds of workers show up in other NAICS categories,
for example 51224 Sound Recording Studios, 51229 Other Sound Recording
Industries, or 71151 Independent Artists, Writers, and Performers.

In 2004, the two sound recording categories listed above employed 165 people
in Massachusetts, and these workers earned combined income of $6.7 million.
It is safe to assume that motion picture production represented only a fraction of
these scctors’ employment and earnings. Conversations with the Boston office
of AFTRA/SAG lead us to believe that in 2004, Massachusetts actors earned
approximately $5 million through their work on motion picture productions in
the state. It is almost impossible to estimate the earnings of film writers, but our
interviews indicate that in Massachuserts, this sum is small.

The combination of sound recording activities and acrors thus appear to account
for another 5 percent incremental addition to our estimated income for the
production sector in 2004. To be conservative, we have also not included these
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amounts in our formal estimates of the production sector’s size. But these, too,
are figuires worth tracking in the future, to gauge the impaet of the tax incentives
and the overall health of the state’s production sector.

It is important to emphasize that the government statistics used in this study
cannot be interpreted as providing exact figures on the number of workers in
every industry in the economy. And each data set presents its own quirks and
difficulties. For exatmple, while the BLS figures are reported on a quarterly basis,
the quarterly figures are usually checked and corrected at year's end. So it is not
advisable to use partial year results from the BLS to track developments in the
industry.

Despite all the challenges they present, these data sets are the best source available
for estimating the level of activity in the Massachusetts tnedia sector and making
comparisons over time and across differenc states.
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Statistical tables

Lens on the Bay State: Motion Picture Production in Massachusetts

Table 1: Employment and wages in Massachusetts media sector, 2004

Motion picture production
Motion picture distribution

Post production and
other services

Motion picture independent
contractors

Total production and
related activities

Motion picture exhibition

Video tape and disk rental
Total motion picture

Television broadcasting
Cable programming
Cable distribution
Television independent
contractors

Total television

Total motion media sector

Includes paid employees and independent contractors.

Code
51211
51212
51219

51213
53223

51512
51521
51751

297
25
30

352

108
396

856

46
51
125

222

1,078

NAICS Establishments Workers

1,187
117
318

282
2,604
3,181
3,360

9,145

3,067
808
4,923
399

9,197

18,342

Total personal  Avg. annual

income
$64,568,485
$8,451,811
$11,355,538

$39,500,000
$123,875,834
$38,195,560
$44,751,000

$206,822,394

$200,695,000
$49,244,000
$258,451,000
$12,800,000

$521,190,000

$728,012,394

income
$54,415
$72,341
$35.728

$40,224
$47,571
$12,008

$13,318

$22,616

$65,442
$60,920
$52,501
$32,080

$56,670

$39,691

Source: U.S. Bureau of Labor Statistic, Quarterly Censws of Emplayment and Wages (QCEW); ULS. Census Bureaw, Nonemplayer Statistics
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Table 2: Regular employees and average income in

Massachusetts motion picture production and related sectors, 1990-2004

1990 1991 1992 1993 1994
Production employees 1,299 1,220 1,374 1,488 1,434
Distribution employees 135 118 145 111 116
Post-production employees 161 158 158 133 170
Other services employees* 41 35 31 40 49
Total employees 1,639 1,53 1708 1772 1769
Avg annual income ($1000s) $32.9 $36.0 $37.5 $37.6 $39.0
Inflation adjusted ($1000s) $47.6 $499 $50.5 $49.2 $49.7

1995 1996 1997 1998 1999
Production employees 1,519 1,651 1,732 1,736 1,621
Distribution employees i32 115 96 20 82
Post production employees 198 203 205 250 225
Other services employees* 216 157 297 121 76
Total employees 2,110 2,126 2,330 2,197 2,004
Avg annual wages ($1000s) $364 $41.2 $41.3 $41.3 $44.8
Inflation adjusted ($1000s) $45.1 $49.6 $48.6 $479 $50.8

2000 2001 2002 2003 2004
Production employees 1,836 1,753 1,471 1,285 1,187
Distribution employees 76 90 95 103 117
Post production employees 263 243 213 189 185
Other services employees™ 88 39 166 41 134
Total employees 2,263 2,125 1,945 1,618 1,622
Avg annual income ($1000s) $495 $30.5 $45.3 $51.1 $52.0
Inflation adjusted ($1000s): $54.3 $53.9 $47.6 $52.5 $52.0

55
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(1]

Note: Independent contractors not included.
Source: ULS. Bureau of Labor Statistics, Quarterly Census of Employment and Wages (QCEW)
*Volasility in "Other services” is assumed to be due to inclusion of booking agencies in this category, which leads to inclusion of film extras.
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Table 3: Independent contractors and average income in Massachusetts
motion picture production and related sectors, 19972003

1997 1998 1999 2000 2001 2002 2003
Independent contractors 1,085 1011 979 947 923 942 982
Total incorne ($ million) $348  $386  $367 3374  $339  $336  $395
Avg annual income ($1000s) $32.1 $38.2 $375 $39.5 $36.7 $35.7 %402
Inflation adjusted ($1000s) $37.7 %442 $42.5 $43.3 $39.2 $375 $41.3

Noie: Regular employees not included.
ULS. Census Burease, Nonemployer Statistics
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Table 4: Employment and income in motion picture production
vs. professional sports and museums/historical sites for Massachusetts, 2004

|
Workers Total personal Avg, annual ij
income {millions) income .
Museums Employees 5,845 $176.4 $30,178 g
& historical sites Independent contractors 165 $2.3 $13,665
Total 6,010 $178.6 $29,725
Sports teams Employees 1,345 $102.5 $76,231
(excepr 4 major sports’ arhletes)
Independent contractors 1,126 $346 $30,689
Total 2,471 $137.1 $55,477 ,
_Motion picture Employecs 1,622 $84.4 $52,020 i
production Independent contractors 982 $39.5 $40,224 .
Total 2,604 51239 $47,571 »

Sowrce: Seurce: U.S. Burean of Labor Statistic. Quarterly Census of Employment and Wages (QCEW); U.S. Census Burean,

Nonemployer Statistics: USA Today (for salaries of athletes at four major professional sporis teams) "
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‘Table 5: Massachusetts motion picture production employment

vs. United States overall and selected states, 2001-04

Production employees
Production establishments
Production total wages (1000s)
Production average annual pay
Distribution employees
Distribution establishments
Distribution total wages (1000s)
Distribution average annual pay
Post/Other employees
Post/Other establishments
Post/Other total wages (1000s)
Post/Other average annual pay
All employees

All establishments

All wages (1000s)

Average annual pay overall

Production employees
Production establishments
Production total wages (1000s)
Production average annual pay
Distribution employees
Distribution establishments
Distribution total wages (1000s)
Distribution average annual pay
Post/Other employees
Post/Other establishments
Post/Other total wages (1000s)
Post/Other average annual pay
All employees

All establishments

All wages (1000s)

Average annual pay overall

2001
1,753
31
$88,869
$50,700
90

17
$4,581
$51,182
282

36
$13,924
$49,301
2,125
364
$107.374
$50,529

172,722
16,019
$12,135,771
$70,262
11,534

772
$664,756
$57,633
21,526
1,958
$1,405,992
365,316
205,782
18,749
$14,206,519
$69,037

2002
1,471
308
471,535
$48,624
95

20
$4,835
$50,676
379

33
$11,726
$30,932
1,945
361
$88,096
$45,294

187,443
15,455
$12,929,492
$68,978
10,365

715
$659,707
$63,650
21,141

1,979
$1,350,809
$63,895
218,949
18,149
$14,940,008
$68,235

2003
1,285
293
$66,003
$51,370
103

23
$5,222
$50,951
230

30
$11,498
$49,953
1,618
346
$82,723
$51,127

176,455
14,875
$12,684,682
$71,886
9,935

G46
$690,508
$69,504
20,451
1,958
$1,419,020
$69,387
206,841
17,479
$14,794,210
$71,525

2004
1,187
297
$64,568
354,415
117

25
$8,452
$72,341
318

30
$11,356
$35,728
1,622
352
$84,376
$52,020

192,856
14,539
$14,153,575
$73,389
9,557

614
$783,088
$81,939
20,082
1,996
$1,401,108
$69,770
222495
17,149
$16,337.771
$73,430

o
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CA

Production employees
Production establishments
Production rotal wages (1000s)
Production average annual pay
Distribution employees
Distribution establishments
Distribution total wages {1000s)
Distribution average annual pay
Post/Other employees
Post/Orther establishments
Post/Qrcher rotal wages (1000s)
Post/Other average annual pay
All employees

All establishments

All wages (1000s)

Average annual pay overall

Production employees
Production establishments
Production total wages (1000s)
Production average annual pay
Distribution employees
Distribution establishments
Distribution total wages (1000s)
Distribution average annual pay
Post/Orther employees
Post/Other establishments
Post/Other toral wages (1000s)
Post/Other average annual pay
All employees

All establishments

All wages (1000s)

Average annual pay overall

2001
85913
5,816
$7.421,502
$86,384
2707

192
$247911
$91,598
11,618

845
$911,776
$78,482
100,238
6,853
$8.,581,189
$85,608

38,940
2,175
$2,305,384
$59,203
1,055

125
$102,268
$96,906
3,334

322
$229,704
$68,904
43,329
2,622
$2,637,356
$60,868

2002
108,104
5,758
£8,910,942
$82,429
2,452

183
$291,565
$118,901
11,594

834
$867,948
$74,865
122,150
6,775
$10,070,455
$82,443

33,839
1,988
$2,171,364
$64,167
1,020

117
$98,035
$96,081
2,892

302
$210,9935
$72,958
37,751
2,467
$2,480,394
$65,704

2003
104,905
5,412
$8,727,928
$83,198
2,303

168
$313,955
$136,334
10,801
798
$907,248
$83.995
118,009
6,378
$9,949,131
$84,308

29,470
1,890
$2,136,890
$72,51
1,030

116
$104,096
$101,080
2,770

299
$216,350
$78,109
33,270
2,305
$2,457,336
$73,860
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2004
122,773
5,165
$9,971,535
$81,220
2,291

161
$411,545
$179,675
11,023
822
$908,371
$82,404
136,087
6,148
$11,291,451
$82,972

28,546
1,860
$2,245,699
$78,671
1,016

104
$102,864
$101,211
2,972

304
$229,929
$77.376
32,534
2,268
$2,578,492
$79,255

1l
1
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Producrion employees
Production establishments
Production total wages (1000s)
Production average annual pay
Distribution employees
Disttibution establishments
Distribution total wages (1000s)
Distribution average annual pay
Past/Other employees
Post/Other establishments
Post/Other total wages (1000s)
Past/Other average annual pay
All employees

All establishments

All wages (1000s)

Average annual pay overall

Production ¢mployees
Production establishments
Production total wages (1000s)
Production average annual pay
Distribution employees
Distribution establishments
Distribution total wages (1000s)
Distribution average annual pay
Post/Other employees
Post/Other establishments
Post/Other total wages (1000s)
Post/Other average annual pay
All employees

All establishments

All wages (1000s)

Average annual pay overall

2001
2,262
2N
$120,221
$53,152
571

61
$23,450
$41,081
49

24
$2,379
$48,463
2,882
356
$146,050
$50,677

1,885
326
$115,583
$61,323
68

18
$2,832
$41,445
374

31
$15,575
$41,616
2,327
375
$133,990
$57,581

2002
2,185
272
$112,678
$51,571
535

39
$22,203
$41,528
259

34
$15,163
$58,449
2,979
365
$150,044
$50,367

1,766
284
$102,791
$58.214
19

19

$876
346,119
447

29
$16,068
$35,987
2,232
332
$119,735
$53,645

2003
2,042
273
$111,291
$54,499
179

27
$16,500
$91,967
282

33
$16,150
$57,217
2,503
333
$143,941
$57,507

1,773
289
$108,253
$61,056
61

19
$1,414
$23,269
574

29
$23,728
$41,333
2,408
337
$133,395
$55,397

2004
2,410
264
$149,740
$62,144
155

28
$12,805
$82,882
259

32
$16,834
$65,079
2,824
324
$179,379
$63,519

1,741
269
$117461
$67,455
97

22
$2,111
$21,785
430

32
$18,334
$42,621
2,268
323
$137,906
$60,805
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NM

Production employees
Production establishments
Production total wages {1000s)
Production average annual pay
Disttibution employees
Distribution establishments
Distribution total wages (1000s)
Distribution average annual pay
Post/Qther employees
Post/QOther establishments
Post/Qther total wages (1000s)
Post/Other average annual pay
All employees

All establishments

All wages (1000s)

Average annual pay overall

Production employees
Production establishments
Production total wages (1000s)
Production average annual pay

Note: Independent contractors not included.

Source: U.S. Bureau of Labor Statistics, Quarterly Census of Employment and Wages (QCEW)

2001
497

104
$12,182
$24,490
71

8

$71
$4,537
201

10
$2,944
$14,652
769

122
$15,197
$19,762

286

88
$6,185
$21,633

2002
516

96
$12,050
$23,350
22

8

$22
$10,670
195

10
$5,782
$29,728
733

114
$17,854
$24,357

460

84
$12,450
$27,042

2003
993

88
$15,995
$16,114
10

7

$10
$33,101
352

10
$6,753
$19,181
1,355
105
$22,758
$16,796

362

81
$8,490
$23,437

2004
1,281
34
$18,999
$14,827
6

6

$6
$39,564
732

13
$22,154
$30,262
2,019
103
$41,159
$20,386

506

76
$7,738
$15,292
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Summary of the economic impact of the
media sector in Massachusetts

Methodology

The economic impact of the media sector in Massachusetts was caleulated
using REMI Policy Insight, an econometric model from Regional Economic
Models, Inc. of Amherst, Massachusetts. The model used in this study conrains
three regions: Suffolk County, the four county region encompassing Middlesex,
Norfolk, Essex, and Plymouch Counties, and the rest of Massachusetts. To
measure the impact of the media sector on the stare and local economy, a
counterfactual simulation was performed. The counterfactual approach is
employed by contracting existing variables and analyzing the subsequent impact.
In this case, direct media sector employment was contracted in the three regions
of the model. Media secror employment in Massachuserts totaled 18,342 in
2004 (5,785 in motion picture and video production, 9,197 in broadcasting, and
3,360 in rental and leasing). In addition, since the REMI model had slightly
different wage rates than the data showed, due to industry detail differences, the
wage bill variable was used to correct the inconsistencies for each region.

Results

The table on the next page shows a few of the major findings of the simulation,
for Massachusetts as a whole and for Suffolk County alone. The media sector
in Massachusetts supported a total of 41,600 jobs state-wide both directly and
indirectly in 2004. Since there were 18,342 direct jobs in the media sector
{shown above), each media sector job supports an additional 1.3 jobs in the
state economy. These “indirect jobs” are spread out among many sectors of the
economy, including professional and business services, retail trade, and finance.
Of the 41,600 total direct and indirect jobs supported by the media sector
in Massachusetts, 12,450 are in Suffolk County. The city of Boston (which
consists of roughly 98% of the Suffolk Co. economy) contains most of the direct
broadcasting employment and much of the indirect professional services and
finance jobs supported by the media sector.

The total gross regional product, of the media sector in Massachuserts equals $5
billion. The gross regional produet (or GRP) is analogous to the national concept
of Gross Domestic Product and is equal to the outpurt {defined below)} excluding
the intermediace inputs. GRP, thus, represents mainly compensation and profits
(the money that generally stays in the region). The media sector represents roughly
1.6% of the entire gross state product of Massachusetts, which was $318 billion
in 2004, according to the Bureau of Economic Analysis. A toral of 43% or
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$2.2 billien of the gross regional product of the media sector in Massachusetts
is generated in Suffolk County.  The media sector trepresents 3.3% of Suffolk
County’s estimated 367 billion gross regional product.

The total personal income generated by the media sector equaled $1.8 billion
state-wide in 2004. Personal income includes wage and salary disbursements
and all other personal income such as dividends, interest, and rents. Of the
total personal income, $1.7 billion are from the wage and salary disbursements
of the direct and indirect jobs supported by the media secror. Roughly $320
million, or 19%, of the total personal income generated by the media sector in
Massachusetts is earned by Suffolk County residents.

Total Output for the media sector in Massachusetts equaled roughly $9.4 billion
in 2004. Output is defined as the amount of production in dollars, including
all sintermediate goods purchased as well as value-added (compensation and
profi). Ourput includes the gross regional product (or valued added) plus all
intermeédiate goods purchased, and can also be thought of as sales. Roughly
44% ($4 1 billion) of the total output of the media sector in Massachusetts is
génerated in Suffolk County.

Economic Impact of the Media Sector in
Massachusetts and Suffolk County in 2004

s Massachusetts Suffolk County
Total Employment Supported 41,600 12,450
{diréer + indirect)
Gross Regional Product $5,013,554,000 $2,182,635,000
Personal Income Generated $1,792,656,000 $ 319,555,300
Total Qutput $9,445,072,000 $4,064,788,000

THOMAS M. MENINO, MAYOR
CITY OF BOSTON

Boston Redevelopment Authority
Mark Maloney, Director

Clatence J. Jones, Chairman

Consuclo Gonzales Thornell, Treasurer

Joseph W. Nigro, )r., Co-Vice Chairman
Michazcl Taylor, Co-Vice Chairman

Christopher ). Supple, Member

Harry R. Collin gs. Executive Director / Seiremry

Prepared by:
Dominic Modicamore, Seniar Research
Associate ! Ecenomist

Research Division
Alvaro Lima, Director
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Lens on the Bay State: Motion Picture Production in Massachusetts

Alliance for Independent Motion Media

AIMM is an evolving strategic alliance of media arts organizations and partners
designed to stimulate and sustain independent production in Massachusetts. We
empower and position the Massachusetts motion media industry, help develop
a skilled marketable media workforce, and connect makers 10 new audiences,
markets and resources.

Founding members are the Center for Independent Documentary, Central
Productions, the Color of Film, Filmmakers Collaborative, LEF Foundation,
and WGBH Boston Media Productions.

http://www.motionmedia.org

Massachusetts Production Coalition

MPC is a nonprofit corporation whose members include educational and
professional organizations; talent and craft unions; equipment, facility and service
providers; production and' post-production companies; and allied industries
and professions related to the production of visual media. Our mission is to
help maintain, promote, increase and expedite the development, creation and
production of film, video and new media content in Massachuserts.

http://www.massprodcoalition.com

MASSACHUSETTS PRODUCTION COALITION,
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