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Is New Jersey’s Film Subsidy Worth it?
	» New Jersey greatly expanded subsidies for film and video production in 2018.

	» There is no evidence that the subsidies will generate growth sufficient to cover their cost—if, 

indeed, they generate any growth at all.

	» Despite the attention paid to film tax credits, this is a small industry, which is not growing 

rapidly nationwide. Pledging annual credits equal or close to 1% of the state budget seems 

ill-advised. 

New Jersey, like many other states, offers incentives (in the form of transferable corporate tax cred-

its) to motion-picture and video production, which start with 30% of the costs of production in the 

vicinity of New York City, and 35% of production elsewhere in the state, with $430 million a year 

allocated to the EDA, under a number of programs, to make grants.1  

We are far from alone in providing incentives of this type.2 Despite reports suggesting  these tax 

credits are a winner (https://www.northjersey.com/story/news/new-jersey/2024/08/05/nj-tax-in-

centives-film-tv-ai-state-benefits/74589501007/), there is little or no dispute among economists, 

with reports consistently showing these tax credits do not generate anywhere near the amount of 

additional economic activity sufficient to cover the cost of the credits.3 Nonetheless, states persist in 

offering such programs: New Jersey’s programs were greatly expanded during the Murphy admin-

istration after near-expiration during the Christie years.

The arguments made for film subsidies come from claims that:1) Film production necessitates the 

direct creation of some jobs and generation of taxable activity (wages, sales-taxable purchases, etc.), 

2) Production will not take place without subsidies, and 3) The direct activity of a film production 

1	 Unused grant allocations can be carried forward to future years. Productions that meet diversity goals, or made by specified 
types of organizations, are eligible to receive slightly higher rates of credits. Individual projects are subject to dollar limits. The 
$430 million figure in a fiscal year is the sum of the aggregate limits on different production ownership structures and types of 
productions. https://pub.njleg.state.nj.us/publications/auditor/2024/90000522.pdf.

2	 Summaries of the production incentives offered by each state are at https://www.wrapbook.com/blog/film-industry-tax-incen-
tives and  https://www.ncsl.org/fiscal/state-film-and-television-incentive-programs. Given the complexity of, and the frequent 
changes in, these programs, these summaries may not be entirely accurate —the scale of New Jersey’s program, for instance, is 
understated, listing only the $100 million annual limit for “film projects.” 

3	 Examples, from disinterested sources, include https://taxfoundation.org/research/all/state/movie-production-incen-
tives-last-frontier/, https://www.cbpp.org/research/state-film-subsidies-not-much-bang-for-too-many-bucks, https://papers.
ssrn.com/sol3/papers.cfm?abstract_id=3407921. Defenses, typically made by interested parties, of these often concentrate on a 
listing of projects underway or contemplated: https://www.roi-nj.com/2024/08/26/lifestyle/experts-explain-why-n-j-s-film-in-
dustry-is-rapidly-becoming-statewide-success-story/.
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will spill over into greater activity elsewhere (the diner near the film set will hire more staff as a re-

sult of the increased spending by the film crew).

These claims are typically supported by analysis that is heavy on seemingly impressive numbers, 

often claiming substantial “multiplier effects.” Unmentioned is the fact that the annual value of eco-

nomic activity in New Jersey is around $800 billion, while the 2023 total of wages earned by workers 

in film and video production in the state was little more than $300 million. This suggests that even a 

very large expansion of the industry, coupled with “multiplier effects,”  would not be a game-changer 

for New Jersey.

Looking past the relatively small effects on the economy of the state as a whole, the arguments in 

favor of subsidizing this industry are flawed:

1.	 Little or no disinterested evidence is ever presented to show that the site of a production is 

completely dependent on obtaining a tax credit. This may, of course, be true in some in-

stances, but for all? Interestingly, overall employment in film and video production in New 

Jersey, after dropping modestly at the start of the Christie years, was quite stable for most of 

that period, even though subsidies were quite low, nor has there been an especially strong 

increase in the years since, with barely 3,000 jobs in the industry in recent years, notwith-

standing the surge in credit availability.  

EMPLOYMENT IN MOTION PICTURE AND VIDEO PRODUCTION: NEW JERSEY

Source: US Bureau of Labor Statistics, Quarterly Census of Employment and Wages
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2.	 Most importantly, the general idea that any activity associated with a film production (or, 

indeed, the construction of a studio) is a net addition to the economy of a state is highly du-

bious. A gross addition? Certainly. A net addition to the specific area in which film activity  

happens? For the immediate time a production company is present? Likely for both (but if 

a production snarls streets and makes travel to and from an area difficult, that loss should 

be taken into account). Are these incentives a net positive  for the state as a whole? Highly 

unlikely. Devoting public resources to subsidizing one industry comes at cost to either all the 
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other taxpayers in the state, or to those who feel the pain of spending curtailments associat-

ed with reduced revenue. It is perfectly reasonable to argue that the subsequent reduction in 

activity in non-film sectors will offset the gains in film.4

3.	 Lasting growth effects from a larger film industry are dubious. Over the long run, economic 

growth in a state depends upon the growth of its labor force, the growth of available non-la-

bor resources such as capital and energy, the growth of technical know-how, and more effi-

cient allocation of all resources.5 Spillover and multiplier effects of the type often claimed 

for something like a film production—for an area as large as a state--are at best short-lived, 

and it is difficult to quantify the assertion that a mature industry such as film production can 

be a source of long-term growth of state-wide technical know-how. 

4.	 In any event,  it is unlikely that any net activity generated by film tax credits will be ample  

to generate enough revenue to cover their cost. A rough and ready rule of thumb in New Jer-

sey would be that each additional dollar of economic activity will generate about 10 cents in 

incremental tax revenue. That means that for every dollar grant of tax credits, an addition-

al ten dollars of economic activity would need to be created. A $100 million of tax credits 

would need to create at least $1 billion of activity—net of any losses associated with other 

sectors bearing the cost of the credit-- that would not otherwise take place. This is a very 

high hurdle.  For film production subsidies on the order of $430 million a year, that would 

mean an increment to state output of the substantial amount of $4.3 billion—assuming that 

an increase in film production activity (plus any spillovers) that could realistically be tied to 

subsidies does not depress output in the sectors that do not receive such a subsidy and are 

forced to bear its cost

These are the types of arguments generally raised against subsidies to the film industry; I made 

them in 2011 to the EDA in a critique of an outside report that had defended  New Jersey’s then 

rather small film credit program (https://nj.gov/transparency/reports/pdf/NJ%20Film%20and%20

Digital%20Media%20Tax%20Credit%20Program%5B1%5D.pdf). 

There are further points to consider:

1.	 When all is said and done, despite  the attention devoted to it, the film industry is small, and 

on a national level has not grown much. The chart below shows the number of workers in 

film and video production, and their  share of the total number of jobs. Nationally, the in-

dustry accounts for roughly 250,000 jobs, which is less than two-tenths of one percent of 

the total.6 Moreover, there has been no long-run growth in this share (the sharp fluctuations 

in recent years can be largely accounted for by the pandemic. The industry collapsed in 

2020 and 2021, sharply revived in 2022 as production started up, but ebbed in 2023, as the 

4	 A rejoinder may be that the production receives a (tradeable) tax credit, not a “direct” cash subsidy, and the credit may not be 
redeemed for some time. Still, the revenue hit will be experienced at some point, and the state’s credit access and ability to raise 
funds and support public services is put at risk the moment the credit is granted.

5	 Disputes about the long-run economic effects of taxes and government spending are often, at bottom, disputes about how these 
affect the growth and allocation of resources. For instance, higher taxes may hamper capital formation and could prompt 
outmigration, and also distort the allocation of activity; on the other side, government spending on health, infrastructure, and 
education may expand resources.

6	 There are a comparable number of jobs in medical laboratories. Medical labs are indirectly subsidized since federal and state 
governments pick up such a large share of patient costs, but there do not seem to be special grant-making programs devoted to 
encouraging their operation.
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pipeline of postponed projects was exhausted, and screenwriters were on strike for nearly 

six months). True, workers in this industry on average earn more than most (over $100,000 

in recent years), surely due to the high salaries of stars and senior production personnel (di-

rectors, camera operators, etc.).  Nonetheless, dedicating  a state’s scarce resources to luring 

more of this rather  inconsequential  ( judging by employment count, not product) sector 

certainly looks dubious.

EMPLOYMENT IN MOTION PICTURE AND VIDEO PRODUCTION: US

Source: US Bureau of Labor Statistics, Quarterly Census of Employment and Wages
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2.	 States have been scrambling to grab some portion of this industry, but their success has been 

mixed and the aggregate impact has been small. California’s once overwhelming share of 

jobs has been under pressure, though it remains close to one-half of the total (California has 

joined the group of states offering credits!).  Arguably, incentives have helped fuel outflow 

from California. In particular, Georgia, a state that ramped up incentives from virtually 

nothing 20 years ago to more than $500 million a year, has seen employment in the film and 

video production industry grow exponentially over much of  that time (though it appears 

to have levelled off over the last few years), and is now claimed to be the top state for num-

bers of traditional films produced. Nonetheless, employment in this industry has not yet ac-

counted for as much as one-half of one percent of all jobs in the Peach State, and California 

still has more than five times as many.
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DISTRIBUTION OF EMPLOYMENT IN MOTION PICTURE AND VIDEO PRODUCTION

Source: US Bureau of Labor Statistics, Quarterly Census of Employment and Wages
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EMPLOYMENT IN MOTION PICTURE AND VIDEO PRODUCTION: CALIFORNIA

Source: US Bureau of Labor Statistics, Quarterly Census of Employment and Wages
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EMPLOYMENT IN MOTION PICTURE AND VIDEO PRODUCTION: GEORGIA

Source: US Bureau of Labor Statistics, Quarterly Census of Employment and Wages
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An interesting contrast is offered by New York, which has increased film production incentives to  $700 

million in a year. New York remains an important center of production (employment is well over twice 

Georgia’s),7 but there has been no appreciable growth in the state’s national share. Of course, Georgia 

has experienced fairly rapid overall job growth in the period in which the incentive program has been 

in place. However, Louisiana, much like Georgia, sharply ramped up film tax incentives in recent de-

cades, and saw some brisk growth in jobs in that sector, but that state’s overall economy has continued 

to lag the nation’s. In short, it is  hard to make the case that ramping up film production incentives is 

a clear way to transform a state’s economy. There are better ways to put the taxpayer’s money at work.

EMPLOYMENT IN MOTION PICTURE AND VIDEO PRODUCTION: NEW YORK

Source: US Bureau of Labor Statistics, Quarterly Census of Employment and Wages
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7	 Much of the interest in subsidizing production in New Jersey may stem from the realization many production workers em-
ployed in New York live here, Montclair resident Stephen Colbert being a very famous example. If these people worked in New 
Jersey the state would gain the income tax they pay to New York. However, the same could be said about several hundred thou-
sand other cross-Hudson commuters.
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EMPLOYMENT IN MOTION PICTURE AND VIDEO PRODUCTION: LOUISIANA

Source: US Bureau of Labor Statistics, Quarterly Census of Employment and Wages
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In recent years film production has been shifting from the traditional Hollywood studios to stream-

ing services (https://blog.bluebeam.com/sound-stage-construction/), and the new production com-

panies, not having long histories in Hollywood, have apparently been interested in building facili-

ties in other locales. An argument in favor of subsidies to the production of studios is that it could be 

worthwhile to attract some of the new firms and facilities; once in place they might stay in place (this 

would be a defense of the production subsidies Netflix is getting to indirectly help it build its studio 

complex at the site of Fort Monmouth). But at any point in time there are numerous industries in 

the midst of changing locations.

Of course, film and video productions often seek sites outside studios for locational shooting. Gov-

ernment cooperation assisting companies in finding attractive locations and easing red tape in-

volved in setting up a production is defensible, but that would surely cost New Jersey much less than 

$430 million a year.

In short, there really is no solid evidence in favor of continuing, much less expanding, New Jersey’s 

film and video production credit program, which now can involve the state committing amounts 

that equal to close to 1 percent of the entire state budget (the 2025 budget appropriated $56.7 billion) 

to an industry staffed with less than 1/10 of 1 percent of all state jobs. In its response to a recent re-

port by the state auditor, which noted that the credit program is adequately administered, but raised 

questions about its value to the state, the EDA noted that an outside party will examine its economic 

impact (https://pub.njleg.state.nj.us/publications/auditor/2024/90000522.pdf). However, it appears 

that study will focus on a comparison of the industry in 2022—a year, when as noted above, there 

was a marked rebound after pandemic closings--to 2019, which could bias its conclusions in favor 

of the program.

 

 


