
Chapter 2; What kind of film policy can be implemented to develop a sustainable film industry? 

Chapter 2: 
What kind of film policy can be 

implemented to develop a 
sustainable film industry? 

How do different nations deal with the diverting objectives of letting the market rule and promoting cultural 

diversity? This chapter gives a number of different approaches to maintain a national film industry, from direct film 

support to quota systems. 
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The Current State of the Japanese Film Industry, and its 
Relationship with the Government 

Mr Nishimura Takashi 
Deputy Director, UniJapan 

UniJapan was established in 1957 to promote Japanese films overseas by the Japanese 
Film Industry. The Ministry of Foreign Affairs and the Ministry of International Trade and 
Industry (currently the Ministry of Economy, Trade and Industry) are the relevant 
authorities. 
Since the Second World War, the Japanese government has not had much to do with 
the film industry. The Japanese film industry was well established before the war, and 
was back on track soon after, peaking in the 1950s. As such, perhaps there was no need 
for the government to play any major part in the industry. 

The Japanese film industry, due in part to the large size of the market, has always been 
considerably strong, even during the industry's worst years. Domestic films have 
constantly maintained a 30 to 40% share of the entire market. 

Statistics for the year 2004 show that there were 20 domestic films that took in more 
than Japanese Yen 1,000,000,000 (approx.€7.4 Mill ion). Of those, 9 were 
animated features and 11 were live-action films. In total, the box-office reaped more 
than Japanese Yen 200,000,000,000 (approx.€l.5 billion) for the second year in a row. 

In a period of just 10 years, the number of theatres has increased from its lowest in 1994 
of 1,758 to a total last year of 2,825. And lately some Japanese films are starting to find 
success overseas. 

Is there, in this context, any part for the government to play to help the Japanese film 
industry? Of course there is. There are no guarantees that simply following in the 
footsteps of previous successes will continue to work. In fact, the government's role is 
now very important as the Japanese Film Industry is trying to get out of the long 
period of stagnation it has been stuck in. In 2003, Prime Minister Koizumi proclaimed 

mi 



Chapter 2: What kind of film policy can be implemented to develop a sustainable film industry? 

the foundation of a nation whose best resource would be its intellect (an Intellectual 
Property-based Nation), and the reviving and promotion of the film industry is also 
part of that plan. In Japan, no particular government office is responsible for the 
health of the film industry, with a number of Ministries and Agencies each concerned 
with its own specific connection with the industry. There is definitely a need for them 
to start working together cooperatively. 

However, that may not be very efficient. There are calls for a Japanese equivalent of 
France's CNC, United Kingdom's Film Council, or Korea's KOFIC, but it will take time 
before that such an organisation is implemented. 

The government's current policy is as follows: 
1 .To make successes more certain, and to do so more efficiently. 
2.To prevent violation of the rights of successful productions. 
3.To develop new markets. 
4.To discover and educate new talents. 

- The main theme of Point 1 is the modernisation of the film industry. The Japanese film 
industry is praised for its creativity and techniques, but is said to be poorly managed. 
Details regarding Production and Distribution still remain somewhat un-refined. 

- Point 2 refers to piracy. As this is not only a domestic problem, there is a need for 
international cooperation to tackle this issue. 

- The new markets to be developed as referred in Point 3 are those overseas, and the 
Broadband market. UniJapan, Japan External Trade Organisation (JETRO),The Agency 
for Cultural Affairs (Bunka-cho), and the Ministry of Economy, Trade and Industry 
(METI) are all involved in the promotion of Japanese films at major film festivals and on film 
markets. 

- The education and training of new talents as mentioned in Point 4 mostly refer to 
what the Japanese fi lm industry lacks the most, meaning fi lm producers who can 
work collaboratively on international projects. 

Bunka-cho and METI are the two main government bodies concerned with the devel
opment of the Japanese film industry. We can separate their roles into two. Bunka-cho 
is in charge of developing films from the point of view of the cultural aspect, while METI 
is concerned with the development of film as an industry. 

Bunka-cho has for a long time been involved in providing grants through various 
support programmes. They have programmes to award good productions, to provide 
support for independent product ions, to provide help in get t ing independent 
productions screened, to help young film makers, and they also help productions made 
in regions other than Tokyo, which is where most of the industry is concentrated. 
The Bunka-cho has a budget of approximately US$25 million (approx.€21 million) 
dedicated to film in 2005. Of that, approximately US$14 million (approx.€l1.7 million) 
is to aid the production of films; US$ 5 million (approx.€4.1 million) to aid for screening film 
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festivals; US$ 1 million (approx.€0.83 million) is for education and training, and US$ 4 million 
(approx.€3.3 million) is for the preservation of film. UniJapan has been entrusted by 
Bunka-cho to prepare Japanese pavilions at all major international film festivals, to 
present Japanese films at such festivals, and to aid in getting them on the overseas 
marke t . The budge t of the s u p p o r t i n g p rog rammes run by UniJapan is 
US$ 900,000 (approx. €755,000), which is the same allocation as in 2004. 

In 2004, UniJapan was responsible for the Japan Pavilions or Japan Stands seen at the 
Cannes, Toronto, Busan and Berlin festivals, and promoted Japanese films there. 
UniJapan also financially assisted in sub-titling 35 Japanese films, assisted 66 film 
makers with transport fees to get to the festivals, and helped with the publicity of 13 
different companies trying to sell overseas. In order to further international collabora
tive productions, UniJapan also financially assisted producers who participated in the 
Cannes Film Festival's Producers Network and also gave support to young film 
makers who participated in the Berlin Film Festival's Talent Campus. 

Meanwhile, METI has a budget of US$ 14 million (approx. €11.7) for 2005 to promote 
growth in the Japanese film industry. They have US$ 4 million (approx.€3.3 million) to 
hold theTokyo International Film Festival and for its related film market, US$ 3.5 million 
(approx.€2.93 million) to fight piracy, and US$ 5 million (approx. €4.1 million) to support 
the making digital archives. 

At the Cannes Film Festival 2005, UniJapan signed an agreement with CNC to enable a 
greater number of films to be seen in each other's countries, and to build grounds for 
future Japan-France co-productions. This is only the first step to form relationships with 
similar bodies from each country around the world to enable further co-productions. 
Points agreed upon include distribution, education,finance, film festivals, archives, and 
piracy to name a few. 

What UniJapan and CNC signed is not a pact between governments. CNC is a government 
body, while UniJapan is a private and non-profit organisation. 
However, UniJapan intends to take the agreement and use it to help urge the Japanese 
government to make a similar official pact. UniJapan is mostly interested in expanding 
the idea of what people conceive to be'AJapanese Film',and in doing so, hopes to provide 
Japanese film makers with more opportunities to participate in international productions. 

Currently, only Japanese productions are eligible for all of the film support programmes 
that exist in Japan. The same applies to UniJapan's supporting programme. 
However, there are a few cases, like at the Venice Film Festival 2004. Three Japanese 
films were invited to participate in the Competition Section. For Japanese films that 
participate in the Venice Film Festival, UniJapan's guidelines state that upon invitation we are 
automatically able to provide up to Japanese Yen 4,000,000 (approximately €29,620) in aid. The 
three films were "Howl's Moving Castle" "Cafe Lumiere" and "Shijie" (The World). 
- In the case of "Howl's Moving Castle'/the original story is neither Japanese, nor is the story 



Chapter 2: What kind of film policy can be implemented to develop a sustainable film industry? 

set in Japan. However, the Director, Mr Miyazaki Hayaoand the whole staff involved in 
the production were Japanese, and so we recognised it as a Japanese film. 

-The Director of "Cafe Lumiere" is Taiwanese, Mr Hou Hsiao Hsien. However, the main 
cast was Japanese, the film is set in Japan, most of the dialogue is in Japanese, and so 
we recognised it as a Japanese film. 

-"Shijie" (The World) is produced by a Japanese production company/Office Kitano'. 
However, the Director, Mr Jia Zhangke and the main staff are Chinese, the story is set 
is China, the dialogue is in Chinese, and at the current point in time, it would be 
difficult to class "Shijie" as a Japanese film. 

Currently, such decisions are made on a case-by-case basis, but if there were clear 
guidelines available for film makers before even applying for such assistance, they 
would be able to reflect the outcome of any application into their project earlier. 

International co-financing and co-production will probably become more common. 
What we need to do more than anything else is to define what a Japanese film is. Once 
we have that clear, then we can open our doors and give aid to films that are being 
produced with overseas cooperation. This is a step in the right direction for Japanese 
film makers, as we are certain it will encourage foreign investment in Japanese films, 
and will also help gain a better position in overseas markets. 
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CNC's support for cinema production and additional 
regulatory/tax systems 

Mr Xavier Merlin 
Director of Department for European and International affairs, Centre National de la Onematographie, France 

In the cinema sector, the CNC allocates support for fi lm production, distr ibution, 
exhibition, and also for technical industries. 
For most of these sub-sectors, CNC allocates two different kinds of support: 

• Automatic support: more than 60% of the Fund is dedicated to automatic support; 
it is the "industrial" part of the support mechanism ; 

• Selective support: it is the « cultural » part of the support mechanism. 

To benefit from automatic or selective support, a feature film has to be eligible for the 
corresponding support mechanism.Criteria for qualification depend on the mechanisms. 
On the average, CNC's support for production represents 10% of the budget of a movie. 

Details are given below for automatic and selective support for production. 

- Automatic support for production 

The CNC supports producers (who may qualify) for allocations calculated on the basis 
of their former film's box office receipts, as well as on the basis of their subsequent 
broadcast on television and video sales. 

This financial support is intended to be reinvested in the production of new feature 
films, whatever language the film is made in. It may also be reinvested in the feature 
film preparation. 

To some extent, the automatic support might be compared to forced saving: part of the 
revenues generated in a movie are put on the « producer's account » in the CNC.This 
money can only be invested into production of future movies. 
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To be eligible, a feature fi lm must comply with a number of criteria, regarding the 
production company, the shooting studios and laboratories, the financial support scale 
and the European dimension. These criteria are valid both for generation of support 
and for investment in the production of feature films. 

The main difference with selective support is that automatic support is available for all 
(eligible) movies, whether they are "cultural/art-house movies" or "commercial block
busters" Selective support only applies to the first category. 

- Selective support for production 
All selective support mechanisms are based on the same principle. Each of them 
depends on a committee consisting of well-known qualified professionals from the 
cinema business.The members of this committee vote for (or against) a project, taking 
into account« cultural » and quality criteria.The Director General decides to grant (or 
not to grant) a subsidy depending on the final decision of this Committee. This 
mechanism guarantees that decisions to support a project are taken on an independent basis. 

Three important selective mechanisms have been developed to support production: 

• Started in 1960, the advance on receipts is a selective support for production. It aims 
at promoting renewal and creativity of film makers by encouraging new talents to 
shoot their f irst f i lms.The object ive clearly is to suppor t qual i ty works and 
independent cinema that dares to break the usual market t rends. This 
mechanism is dedicated to French-speaking movies and may be granted before or 
after shooting.This support is repayable from receipts (advance on receipts). 

• For non-French speaking feature films (including foreign films if they have a French 
co-producer), CNC may offer specific assistance through the assistance for 
foreign-language films. This assistance, which may be applied for before or after 
production, is intended for French or foreign producers who want to shoot their movie 
in a foreign language for cultural or artistic reasons. They must already have made 
at least two feature films.This mechanism also is repayable from receipts. 

• Through the'Tonds Sud"CNC provides special support for production and post-production 
for directors originating from "southern" countries (Africa and Maghreb, Latin America, the 
Middle East, certain parts of Asia, and some Eastern European countries). Each project can 
obtain a maximum €152,000. More than 300 projects have been supported since the fund 
was created in 1984. 

It is worthwhile noting that, apart from the national support system (run by the CNC), 
regional support schemes have started developing over the past few years. 

Apart from CNC's direct financial support, cinema also benefits from a regulatory 
system on broadcasters that was built in the 1980s, at the time when private broadcasters 
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started to develop in France.This regulation is based on a double quota system: 

• Broadcasting quotas: broadcasters have to show at least 60% of European works 
(incl. Feature films), at least 40% of which must be in French1 

• Investing quotas: all televisions have to invest part of their revenues in cinema 
production (for free TV: 3.2% ; for Canal + terrestrial pay-TV : 20%, etc.). 

Thanks to these obligations, television broadcasters are strongly linked to cinema in 
France because they are bound to show feature films on TV, and because they have to 
invest in their production. On the average, television support represents 32% of the 
budget of a movie. 

In addition to the support fund, a tax shelter for cinema has also been created in 2004. 
For movies that are considered el igible by the CNC, a rebate is granted to the 
production company taking into account the amount of money that was spent in 
France to produce this movie.The main goal of this mechanism is to encourage 
shooting of French films in France. 

Other tax incent ives (called SOFICA: societes de f inancement de I ' industr ie 
cinematographique et de I'audiovisuel: investment companies which collect funds 
solely for the funding of audiovisual and cinema works approved by CNC) had been set 
up earlier to stimulate private investment. 

The following chart summarises the weight of all financial contributors to the budget 
of an average feature film in France in 2004 : 

French producer 
TV broadcasters 
International co-producer 
CNC support for production 
French distributors 
SOFICA 
Video 
Regional support 
Total 

% 
34.1 
32.6 
11.6 
9.6 
5.8 
3.1 
2 
1.2 
100 

*1 This provision is made possible thanks to European Directive < Television without frontiers> (1989) 
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On the nationality of French films: 

What is a French film? The support film system in France is not limited to French films. To be eligible as a French film, there 

is a system of "number of points" (based on the director, cast, studio etc). If the minimum number of points is reached, the 

film is considered as French. 

The question of nationality of movies and the international links between systems are very important questions. It is of 

course hard to transpose characteristics of systems in others'ones but some ideas/principles can be transferable. 

On the potentiality of conflicts of interests for choices of project in the commission/film council: 

In France, if one of the jury is taking part in the project they are deliberating on, he/she does not take part in the vote. Ihere 

are cases when problems and different points of views arise. The members change every two years and there are 40 dif

ferent commissions (with 5to 10 members for each one). This system has been chosen so that people involved in the film 

business give professional advice to the professionals in the field. 

On the relevance of co-production treaties: 

In France, there are 45 co-production agreements, but only 10 of them do 90% of the productions. The number of 

co-productions depend on economic conditions, for instance, the new tax shelter in United Kingdom increased by 3 the 

number of co-productions with between France and United Kingdom. Co-production agreements exist, but do there are no 

obligatory projects. 

What is essential for a co-production agreement to work? 

- A co-production agreement 

- A good relationship between the producers 

- Money in both countries 
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The Swedish Film Scheme 

Mr Eiffel Mattson 
Film producer/Representative of the Swedish Film Commission 

Sweden has a relatively healthy film industry, considering it has a population of only 
9 million people, who are moderate movie goers; just about two yearly visits to the 
movie theatre per capita. Sweden still manages to produce an average of 25 feature 
films per year, a number that is still growing each year. 

There are 1,100 theatres spread over the country, out of which 70% are situated in three 
of Sweden's main cities, Stockholm, Gothenburg and Malmo. Swedish film has about 
20-30% market share of the box office. 

Swedish film production has an average budget of €2,000 000, the main finance point 
for most productions comes from the state-subsidised Swedish film fund, which is 
administrated by the SFI,the Swedish Film Institute (SFI). 

During the late 1950s, the introduction of TV in Swedish homes had a drastic effect on 
audience attendance at the movies: from an average of 80,000,000 theatre visits per 
year, it dropped to 40,000,000 within just a few years, a number which has since 
continued to diminish until it leveled out 
the last decades to an average of 20,000,000 
visits per year. 

In order for Swedish film to survive, a 
Film Fund was created during the early 
1960s as part of a film agreement 
between representatives from the state 
and the film industry. The main representatives 
throughout the years have been the 
producers, the distributors, the exhibitors, 
the public broadcasters and the Ministry 
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of Culture. To head the administration of this newly created fund, the SFI was created, 
in order to, among other related film schemes, give financial support to the production 
of Swedish films.The film agreement has since gone through numerous revisions and 
been renewed mostly on a fiscal year basis. 

The SFI currently administrates €40,000,000 per year, out of which €20,000,000 are 
allocated to support film production. A production is able to apply for the allocations 
through two set-ups: one is as an advance allocation during the financing process 
{selective procedure), the other is a box office-related bonus (automatic procedure). 

Selertive Allocations 

The selective allocations, which amount to yearly €15,000,000, are administrated by 
film commissioners, each employed by the SFI for a specific type of film: 

• 2 commissioners for Feature films 
• 1 commissioner for Short films 
• 1 commissioner for Documentary 
e 1 commissioner for Children films 

The commissioners can approve advance allocations for up to €800,000 for each film, 
this money can be applied during three stages, 2% during script development, 10% 
during production development and the rest during pre-production. 

Automatic Allocations 

The automat ic al locations are box off ice performance-based and amount to 
€5,000,000 yearly.The procedure for the allocation is by setting a minimum audience 
attendance target for each individual f i lm. Once reached, the allocation is given 
proportionally to the ticket sales beyond the audience target. 

The minimum audience target is decided by classifying the films by genres and 
higher for commercial centuries, setting lower audience expectations for smalle r types 
of films. 

Audience 

30 000 

Audience 

60 000 

0c/c 

Audience 
IOOOOO y 0% 

Film type '. Film type 2 Film type 3 
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The automatic allocations are limited to either when the amount reaches €800,000 
including prior selective allocations or when it reaches the equivalent of 75% of the 
producers'equity in the financing of the film. 

Financing the Film Fund 

Based on the current film agreement, the film fund has the following three main 
sources of finance.-

Pm$wm& Association 

The Government 

The Ministry of Culture 

€ 4,& million 
10% bm off km f©& 

€ i i ,? mites 

Th«s Swedish Fi lm Institute 

Total annua! budget € 40 million 

» Administration 
* Production- and Distribution Support 
* Archive 
* Cinematheque 
* Media desk 
" e tc 

This, together with other smaller sources of financing amounts to €40,000,000 administrated 
by the SF1, which besides production allocations is also responsible for other schemes 
such as those listed in the above table, 
The film agreement is currently being revised through new negotiations between the 
representatives of the industry and the State.This is mostly aimed at inviting new 
representatives to contribute to the agreement, such as DVD/Video distributors and 
the Satellite Broadcasters, and thus create a new constellation of partners that reflects 
more accurately the economics of film exploitation. 
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The Historical Assessment of Korean "Screen Quota" System: 
Its Contribution, Past Struggles and Current Crisis 

Mr Kim Hong-Joon 
Former Commissioner, Korean Film Council 

Origin and Survival 

Though introduced as early as 1966 by Korean law, the Screen Quota System was not 
practically enforced until 1993 when the Korean film community launched Screen 
Quota Watchers, a voluntary and independent non-government organisation which 
monitored the activities of theatres.The currently effective Film Promotion Law ensures 
that Korean films must be screened for a minimum of 146 days a year per screen in 
every movie theatre, thus securing 40% of annual screenings. (The number can be 
reduced to 106 days each year as regulated by the Ministry of Culture and Tourism). Since 
Hollywood films enjoyed tremendous popularity over Korean films at box office at that 
time, most theatres 'cheated' and did not abide by the Screen Quota System. But as a 
result of the activities of Screen Quota Watchers, more and more theatres began to 
abide by the Screen Quota System, and the market share of Korean films at box office 
kept increasing accordingly, slowly but steadily. 

In 1993,the market share of Korean films plunged to an all-time low of 15%. In the years 
that followed, this figure gradually increased and reached the level of over 40% in 2002. 
Thus, the Korean film community has witnessed the effectiveness of the Screen Quota 
System in maintaining the domestic film industry, without resorting to a huge amount 
of government subsidy or imposing unrealistically strict regulations such as the'Import 
Quota System.'Before 1988, the Import Quota System was in effect in Korea which limited 
the number of foreign films annually distributed in Korea. But the 'liberalisation' of the 
industry and the domestic market in 1988 abolished this and other'trade barriers' 
against foreign distributors, and Korea ended up having one of the most'free-market' 
oriented film industries in the world.The Screen Quota System survived because it was 
not regarded as anti-free market by WTO and other international trade organisations. 
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Crises and Struggles 

The Screen Quota System is not a subsidy programme. It does not guarantee either the 
commercial success of Korean films at the box office. It does not provide compensation 
for the financial loss of Korean films. Its most vital, and perhaps its only practical, 
contribution to the Korean film industry is the fact that, by forcing theatres to screen 
Korean films for a certain number of days, it gives each Korean film, once produced, a 
better chance of being released at commercial theatres. The indirect effect of the 
Screen Quota System is that annual production of Korean films can be maintained at a 
certain level stable enough to sustain the film industry.Therefore, the abolishment, or 
any significant reduction, of the Screen Quota System means the decrease in the 
number of Korean films at theatres (which will benefit, most of all, Hollywood movies) 
and the final stagnation of Korean film industry. 

But this gloomy picture almost became reality in 1999 when the US government 
pushed the Korean government to abolish the Screen Quota System. In the face of a 
financial crisis the country faced in 1998, Korea began negotiations to sign the 
US-Korea Bilateral Investment Treaty (BIT). The Screen Quota System was to be 
scrapped as a consequence of the proposed treaty, which was designed for general 
commodities and if applied to the audiovisual sector would have banned the Screen 
Quota. However, the Korean film community and the general public staunchly opposed 
this treaty in defense of the Screen Quota System, and succeeded in halting the BIT 
negotiation between Korean and the US government. 

The Korean film community immediately mobilised itself for a common cause and 
successfully waged a campaign to draw the support of the public, realising that the 
struggle to maintain the Screen Quota System would have to go on for a long time, and 
also that its objectives should not be confined to the realm of the 'survival' of the film 
industry.Thus, the Screen Quota Watchers, politically and symbolically, changed its name 
to the Coalition for Cultural Diversity in Moving Images (CDMI). And CDMI started seeking 
international support for the Korean film community's struggle, and proposed the following 
agenda calling for international solidarity. 

".. we urge participants of the global film industry to join forces to 
1. Have multilateral agreements including the GATT agreement to recognise the 

"cultural exceptions" in moving images; 
2. Show solidarity and support to countries whose motion picture industry is about 

to collapse due to bilateral agreements with the U.S.; 
3. Help rebuild the industrial foundation for countries whose motion picture indus

tries collapsed; 
4. Announce, as a first step to forming an international alliance,"the Declaration of 

World Filmmakers to Form a Coalition." 
5. Promote exchanges of various works from individual countries, secure cultural 

diversity, and expand domestic film markets." 
--from a CDMI pamphlet, 1999 -



Chapter 2: What kind of film policy can be implemented to develop a sustainable film industry? 

The question is not just whether the Korean film industry can survive, but also how 
cultural diversity can be maintained and what should be done, domestically and 
internationally, for that goal. 

State of Things 

Korean Screen Quota system, originally implemented to prevent the collapse of Korean 
film industry, has gained a new meaning and role while Korean film community has 
been fighting to maintain it for the past several years. And as the international film 
community pays much attention to the recent success of Korean film industry, it is 
widely regarded as one of the key factors to sustain and develop the Korean film 
industry. Now Screen Quota System in Korea has become a symbol for the Korean 
filmmakers'determination to maintain their own cultural identity and contribute to 
the cultural diversity in a global perspective. 

However, it has been constantly'attacked'by many different forces, and its survival is in 
no sense guaranteed although most Korean citizens support the Screen Quota System. 
And this perpetual crisis of the Screen Quota System seems to take new turns, as the 
continuous superiority of Korean domestic production over Hollywood and other 
foreign films has lasted for several years. Now there is a heated debate among the film 
community, press and government as well as a pressure by a foreign country (i.e. US) 
over the maintenance of the current Screen Quota System. In other words, the struggle 
of the Korean film community which started in 1999, is still going on, and nothing has 
been basically changed in terms of the existence of hostile forces in the environment 
surrounding the Screen Quota System. The difference lies in the eyes of Korean film 
community, general public and international f i lm community, and beyond this 
boundary, any individual and group who cares about the cultural diversity of homo 
sapiens and worries over tendencies towards global homogenisation of the cultural 
sphere. This is the context in which the future debate over the Screen Quota System 
should be placed and manifested. 
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Film Finance in the Netherlands: 
The shape of current and future policies 

Mr Maarten Wijdenes 
Netherlands Film Fund 

The Netherlands have a typical small western European country film funding system 

but it also contains a unique element that sets it apart from other countries.The Public 

TV system is very unique. Public TV is not one entity as in most countries but consists 

of a large number of different public broadcasting organisations that all represent one 

of the countries' religious or ideological groups. Based on the quantity of members 

they have, they are entitled to an allocated amount of time of programming on one of 

the three public channels. These organisations all have a task to produce Dutch TV 

drama but also to participate in Dutch films.To finance it, they can make use of, besides 

their own budget, an allocated budget from a co-production fund which is mostly 

financed through the proceeds of the broadcast rights of public TV programmes on 

cable channels in the Netherlands as well as our surrounding countries. On top of that, 

there is also the government financed cultural TV fund.Therefore, public TV finances a 

large piece of the pie. 

Prolonged: the TAX allowance in the Netherlands 

Film financing in the Netherlands changed dramatically in 1999. Before that it was 

mostly a producers' task to scrape public funding together and recruit a largely 

underpaid cast and crew and shoot the project which after release, would die a quick 

and painless death. I am exaggerating the picture here but I am not far off from how it 

went.Market share for local films was at an all-time low in 1993 at less than 1 %. Plans for 

improvement were launched and budgets were established for more script development. 

Equally important was the introduction of the tax scheme which was made attractive 

for private investors to invest in Dutch films. This gave way to an enormous boost in 
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productions and, as a side effect, also a boost in production costs. 

It was a stop and go affair since the start. It had to undergo constant adjustments and 

repairs.The Ministry of Finance was not too pleased with the initial scheme: the success 

meant a lot less tax income for the Treasury. The latest modifications were efficiency 

related: the cost for fiscal and judicial consult which plays an important role in 

structuring the tax deals, had to be downsized. Now, the tax facility has been topped off 

at €20 million per year. With the going rate of around 50% for income tax payers, this 

means it can attract €40 million of private investment for the film industry. 

The history of Dutch Film has been one of ups and downs. In the 1970s, Dutch films 

were enjoying an immense success locally. Up to 3 million visitors were counted at the 

box office sometimes. In the 1980s and 1990s, this popularity waned until we reached 

the ultimate low of 0,8% market share for local productions. In total contrast to the 

little success with the audience, there was big critical success when in a period of 11 

years a Dutch film won the Oscar for Best Foreign Picture 3 times ("The Assault" 1986; 

"Antonia" 1995 and "Character" 1997). So, several Oscars, few spectators: it was clear that 

things needed to change in spite of the difficult surroundings. 

The difficulty that we were facing and that many of you probably can relate to, is the 

limitation of the Dutch language. Very few people speak Dutch. The potential market is 

small and insufficient to break even. 

The existing subsidies were not enough. As above mentioned, they were mostly from 

the Film fund, public broadcasters and their funds and sometimes a small amount of 

investment by a distributor. Another problem was that the production companies were 

so needy that they only could survive with a regular subsidy injection. There was no 

relation between box office results and actual earnings for the producer. There were 

actually no incentives to try to make a film successful. For these reasons, the authorities 

and policy makers came up with a system that introduced market elements. A choice 

was made for a system of a combination of subsidies and tax incentives.That choice 

was made in order to maintain the check of quality standards of the projects. That 

meant the introduction of the now somewhat infamous Film CV or limited partnership 

in which private investors can enjoy a tax break for their share and are offered a 

minimum return on their investment with a chance of a higher return depending on 

the rate of success of the f i lm. All this was created to strengthen the Dutch f i lm 

industry, make it less dependent on subsidies and create possibilities for production 

companies to earn back their investment or even get a return on that. Stronger production 

houses mean more solvable companies that are able to invest in new projects. Plus of course 

we needed to raise the market share of Dutch film from that dismal 1993 figure of 0,8%. 
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The first scheme was a tremendous success. Investors could earn up to 20% return on 

their investment. It was for all parties involved a very generous system. 

Too generous! Middlemen like lawyers or financial advisors made fortunes and the 
Treasury which had estimated the total loss of income tax at €10 million, was facing 
instantly a €140 million deficit on their balance. Soon it turned out that adjustments 
and restrictions had to be made. From 2001 on, private financing was limited to 30% of 
the budget and the local spending requirement was set on a minimum of 50% percent. 
One of the effects of the introduction of market elements next to public funding has 
been a steady rise of the market share of local films. From 0,8 % it grew to over 10%. 

BOX OFFICE MARKET SHARE LOCAL FILMS RISES 

1994 1995 1996 1997 1998 1999 29C9 2001 2002 2003 2004 

year 

From 2006 and onwards we expect to work with the latest updated version of the tax 
scheme now free of all the negative elements of the previous ones. This should be 
effective for an unlimited time and will be much easier to manage. Middlemen are 
playing less important roles and will cost much less than before. It will be easier to 
attract more investors for larger amounts, not just private persons but also 
businesses/companies. And it will be much better suited to international co-productions 
and their often complex finance schemes. 

Text to be continued on page 75 
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Opening: HE Jacques Lapouge, Ambassador of France, Malaysia 

Opening: Mr Y Bhg Datuk Mohd Shariff Ahmad, Director General, FINAS 
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Opening: Mr Kamil Othman.Vice President of Creative Multimedia 

Registration 
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Opening: Mrs Chulamanee Chartsuwan, Director, Cultural Exchange, ASEF 

Opening: group photo with special guests and speakers 
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Audience at the opening 

Mrs Ramlah and Mr Lars Feilberg 
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Audience 

MDC venue 
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Mr Sirisak's very dynamic presentation on the Thai film Industry (session 3) 

Mr Eiffel Mattson 
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Mr Kamil Othman and the audience 

Visit of the MDC facilities 
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Mr Shariff talking with Mr Luan Guozhi and Drs Bakri 
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Chapter 2: What kind of film policy can be implemented to develop a sustainable film industry? 

The new system 

Here are some other elements of the revised system: 
8 Limit to the production budget 
9 Smaller role of middle men 
• Structuring companies mediate between film producer, tax revenue department 
and banks 

8 Structuring companies cooperate with middlemen who attract investors 
6 Foreign languages not barred, but dissuaded 

To conclude my presentation, let me show you a pie-chart of the average Dutch film on 
release in 2004 and the way it is financed. Public TV takes up one third of the budget. 
The Filmfund has an average 20% share.The average budget in 2004 was €2.6 million. 
Private investors bring in a larger deal with more commercial projects. As I speak, the 
first Dutch film with the support of a commercial TV station is being made.This is exactly 
in line with what we projected. More involvement of the market, more risk taking and 
less dependence on subsidy. It looks like we are on the right track. 

AWEiAGE FINANCING SCHEME 2004 

20% Filmfeed 
13% Internat. Co-producers 
8% Producers Investment 
9% MG Distributor 
32% Public TV 
18% Private Investors 
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