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By the Commission of the European Communities
Directorate-General for Education and Culture

" Neither the Commission of the European Communities nor any person acting on behalf of the
Commission igﬂ_;uggponsible for the use, which mighf: be rx{lade of the following information. The
views expressed in this report are those(of the authors. 'he report does not necessarily reflect
the views of the Cor’n}nission, nor does thE“"Comn}i$§_iQ_m accept responsibility for the accuracy of
the information cottibined herein.

Reproduction is authorised, provided the source is acknowledged.

Important Notice

By Olsberg | SPI

This report is prepared on behalf of the European Commission Directorate-General for
Education and Culture solely to encourage debate and discussion on the topic. As with any such
discussion paper relating to trends in the market place, the outcome may well differ significantly.
No liability shall accrue to Olsberg|SPI, KEA European Affairs or KPMG for any information
contained within the report. Olsberg|SPI, KEA European Affairs and KPMG take no
responsibility for any action taken by readers relating to this report. Nothing in this report shall
constitute business, professional or investment advice and readers should seek independent
professional advice prior to making decisions concerning matters addressed in this report.

The cut-off for information in this report is the end of 2002.
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1.1 Introduction

Olsberg | SPI (“SPI”) and KEA European Affairs (“KEA”), in association with KPMG, (referred
to herein as “the Consultants”) havé Begn retained by the-Busopsan Commission (“EC”)' to
investigate ratings legislation agd practic?/"with respect tédiovisua}orks across the European
Union (“EU”) and European %\cgnomi‘é Area (“EEA”) Member Stftes’. Ratings, which are set
by vatious bodies and agencies throughout Europe, both government and industry, tend to be
different between states and within states across different media and modes of distribution. The
main aims of the assignment are:

1. To identify the economic impact of this ratings hetetogeneity, and

2. 'To uncover any confusion that it may cause, particulatly in patents, teachers, or others

responsible for minots.

The brief from the EC (“the Brief”) asks the Consultants to:
® define two representative Samples of 50 films each

¢ establish the individual ratings for each film in each tettitory across each distribution
channel

e draw conclusions on the impact of ratings heterogeneity on the distribution costs of
films, circulation within the internal market, and confusion in the market

® provide an overview of existing legislation and practice

® examine attempts to harmonise ratings legislation within EU and EEA Member States
and the possible need for co-ordination, with special regard to self-regulation.

The assessment of the two Samples is to provide a practical illustration of how the different
ratings systems affect the distribution of cinematic works across all media channels (cinema,

video/DVD, and television) throughout the EU and EEA. The Samples allow different systems
to be compared across and within territories.

1.2 The Consultants’ Process

1.2.1 Selection of the Feature Film Samples

The Consultants were charged with the task of determining two representative Samples
consisting of 50 films each.

® 'The first Sample was to consist of European and non-European in origin feature films
(referred to in the document as the “Global Sample”), distributed in all EU and EEA
Member States.

' A glossary, which can be found at the end of this document, includes definitions of all the terms used herein.
215 EU Member States (Austria, Belgium, Denmark, Finland, France, Germany, Greece, Ireland, Ttaly,
Luxembourg, the Netherlands, Portugal, Spain, Sweden and the UK) and three EEA Member States (Iceland,
Liechtenstein, Norway) — 18 Member States altogether. However, as no information pertaining to feature films,
rating practice and legislation was available for Liechtenstein, this report will refer only to those 17 Member States
for which the Consultants gathered information.
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[image: image5.png]® The second Sample was to consist of feature films purely European in origin (referred to
in the document as the “Furopean Sample”), distributed in the majority of EU and EEA
Member States.
In the event, there wete so few films distributed in all EU and EEA Member States that, with the
agreement of the EC, the definition of Global Sample was relaxed to include the greater majority
of EU and EEA Member States.

The films were to have been distributed throughout the EU and EEA Member States via
cinema, on television, on video and DVD and some of the films were also to have an affiliated
video game and/or Internet page.

The Consultants deemed it prudent to expand the originally stipulated number of films to be
contained in each of the two Samples from 50 to 60 should any problems with certain films be
identified. In the event, the Consultants did not need to exclude any of the 60 films in either of
the Samples and therefore all 120 were analysed.

1.2.2 Consultation Process

Throughout the study the Consultants conducted an extensive programme of consultation with
different industry and non-industry professionals. A list of consultees is contained in Appendix
4.

1.2.3  Analysing the Heterogeneity of Ratings

~

As an essential first step in analysing the effect of (he heterogeneity of ratings, the Consultants
reviewed the nature of that heterogeneity itself. First, th&Consultants observed-the heterogene1ty
between countries and between media and distribution channels as pointed out in the Brief itself.
Secondly, when looking at the ratings legislation and practice, the Consultants noted further
heterogeneity of rating systems in different countries and media, as well as heterogeneity of
standards imposed through those systems.

The Consultants defined gystewss to mean the technical devices (i.e. number and level of age
categories, the way ratings are signalled and nature of legal status) adopted by the countries and
media and standards to mean the principles underlying the implementation of the systems.

1.2.4 Analysing Comparative Rating

In order to analyse the heterogeneity of ratings the Consultants developed a comparative rating
scheme, which would facilitate the examination of the heterogeneity of ratings systems and
standards between countries. The comparative rating as explained in the chart below, was used
to analyse the rating heterogeneity of the two Samples of films and also aided the analysis of the
rating practices adopted in each of the 17 tetritories”. The comparative rating scheme was used as
an analytical tool for the econometric analysis as detailed in Section 4.

Fig. 1a

3 That is, all the EU territories excluding Liechtenstein.
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1.2.1 The Three Economic Impacts

The Consultants clarified with the EC the meaning of the term ‘economic impact’ as costs
associated with the rating process rather than tevenue implications. The Consultants identified
three theoretical types of economic costs associated with the heterogeneity of ratings:

* Administrative costs — Each territory has its own application, submission and viewing
costs, and such costs may be increased for certain countries that require re-application
for different media. This type of cost includes both direct costs, such as the costs of
applying for a rating, as well as indirect costs, such as the time spent managing the rating
application process.

o Standard costs — costs incurred due to the different national rating standards that exist in
each of the territories, apart from the existence of different systems. An example is costs
incurred by a distributor to reversion a wortk in order to obtain the same rating as
obtained in another territory, due to the different standards in the different territories.

¢ Opportunity costs — lost revenues, which would otherwise be obtained were it not for
the heterogeneity of ratings.

Though these costs are quantifiable in varying degrees, the distinction was deemed to be
worthwhile in clarifying the economic consequences of rating systems.

13 Consultancy Findings

13.1 Summary of Sample Analysis

The graph below (Fig. 1b) details the average comparative theatrical rating of all the films from
the two Samples. The graph includes ratings in 17 of the EU and EEA Member States and the
US (which was included in the analysis at the request of the EC). It depicts the average film
rating of the Global and European Samples in each territory.

Fig. 1b: Global and European Average Film Rating — Full Sample
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[image: image7.png]The graph shows that the US has the highest average rating and France has the lowest average
rating — in both cases for both Global and European films. The English language territories —
US, Ireland and the UK — all give the European Sample a slightly higher average rating than they
give the Global Sample. Thirteen out of the fifteen non-English language tetritories give the
European Sample a slightly lower average rating than the Global Sample.

1.3.2  Owerview of Legislation and Practice

e,

Four main points céncerning the legislation and practice of the 17 EU and EEA Member States,
for which_the Consultants acquired information, emerged with regard to the rating of an
audiovisual work:

1. Criteria for rating of an audiovisual work: the standards

2. Technical systems used to implement ratings: the number of age categories, voluntary vs.
mandatory rating procedures, labelling, packaging, screen icons, tonal signals, watershed,
etc.

3. The implementation of the rating: the nature of the rating authority and its scope and
authority

4. The enforcement of the rating practice: legislation guiding the application of ratings

Section 3 details the rating legislation and practice in all of the 17 EU and EEA Member States
by individually analysing the impact of ratings on different methods of distribution. The main
points are listed below, and following on from this are the trends that have surfaced through
investigation into the individual territoties’ rating systems.

Theatrical Distribution

® Generally rating practice of feature films for theatrical release is codified under legal
provisions. In Austria, France, Greece, Iceland, Ireland, Italy, Norway, Portugal, Spain,
Sweden and the UK it is mandatory to submit a film for theatrical release to be rated.
Whilst in Belgium, Denmark, Finland, Germany and Luxembourg rating a film intended
for theatrical release is a voluntary practice, with the condition that non-rated films may
only be seen by limited audiences. In the Netherlands, under the Netherlands Institute
for the Classification of Audio-visual Media (“NICAM”) system, rating a film is
voluntary, although in practice all films released in the Netherlands are rated under

ICAM’s criteria since the entire film sector is a member of the organisation and

consequently subscribes to the rules and regulations.

® Belgium is the only Member State where a single age limit system is in place, whereby
films are rated either as suitable or unsuitable for people of less than 16 years. All other
countries examined have implemented a multiple age limit system for film classification.

® The practice of adding informative desctiptions to ratings categories has been adopted by
the majority of the tetritories.

® Specific categories for extremely violent and pornographic films, in addition to the upper
age limit categories have, for example, been set up in France, Germany, Portugal, Spain
and the UK.

¢ Traditional censorship (bans and cuts) is progressively disappeating.

® The length of time to rate a film varies from 10 minutes in the Netherlands to up two
months in the UK.
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