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The subject treated within this research is the film industry and the different financial 

mechanisms that provide support, protection and promotion of the one cultural identity 

expressed through audiovisual creations. (Here, I am referring in general to national film 

industry of a certain country.) This issue can be also observed on the level of community, 

and in this case we can discuss about European film industry, which is broad and quite 

complicated subject that can be examined on several different levels. Generally, the 

working of the European film industry is regulated with the EU Audiovisual Policy. 

Despite the tendency towards bigger integration and creation of a common market that 

will enable better competition of European films world wide, today the concept of 

European cinema is more often understood in terms of individual national film industries 

whose main goals are to achieve commercial success, to generate employment and to 

promote the culture and identity of a particular country. The European film industries do 

not operate under the same market structure or economy as other industrial sectors, 

without public intervention they would not survive.  

Willing to have as clear as possible understanding of the subject in question, I feel 

necessity to distinguish certain notions and locate the position from which the 

examination is going to be made.   

 

- Film Industry vs. Audiovisual Industry 

In most of the cases this two notions are used as synonyms. Nevertheless, it needs to be 

mentioned that sometimes in the theory the notion film industry is used when someone 

refers to the film as cinematographic creation. The audiovisual policy at EU level treats 

cinematography as a segment of the audiovisual industry together with video and TV 

production, production of audiovisual works for internet use etc. This attitude is accepted 

by most of the EU Member states.  

Regarding the existing financial mechanisms for support of the audiovisual industry in all 

of its appearing sectors, the financial aid is mainly assigned to the film production. 

France is the only country that has developed automatic financial support for the 

distribution and exploitation sectors. 
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- EU Audiovisual Policy vs. Different National Film (Audiovisual) Policies of the 

EU Member countries 

Every EU member state is regulating its own audiovisual industry according to the 

internally established audiovisual policy. The importance of the national audiovisual 

industry can be seen on two levels. First of all, this industry is one of the most significant 

instruments for development and prevention of the cultural and linguistic differences of 

the nation. The second level is economical and it is connected to the development of the 

new technologies that can enable even to the smaller environments (states) to achieve 

world level of competition and effectiveness. This is why, no matter its strong stands and 

politics connected to the question of competition, the European Commission gives 

freedom to all her member states to arrange individually the allocation of the financial 

and other type of support for development of their national audiovisual industries. The 

European Union realize that the creation of a common market for films cannot guarantee 

in itself a pluralism of cultural content, which is its constitutional task according to the 

Article 151 EC Treaty1. This attitude is accepted by the EU member states as their right 

and obligation.   

 

- Balkan film industry vs. Different National film industries of the countries 

belonging to this region 

The Balkan region as a community of countries can be seen only geographically. It is not 

a political and economic unity, moreover it is a part of Europe where most of the 

countries within are on their way to become (some of them already are) members of the 

EU. This imposes a set of law regulations and working principles that should be accepted 

by them in the process of harmonisation with the EU audiovisual legislation. The region 

as whole consists of different countries, which differ by their historical background, 

socio-political and economic level of development as also different treatment and 

                                                 
1 Article 151 – “ 1.The Community shall contribute to the flowering of the cultures of the Member States, while 

respecting their national and regional diversity and at the same time bringing the common cultural heritage to the 

fore…” , TITLE XII – CULTURE, from the CONSOLIDATED VERSION OF THE TREATY ESTABLISHING THE 

EUROPEAN COMMUNITY, Official Journal of the European Communities, 24.12.2002 
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development of their film industries. The arguments mentioned open the question if we 

can talk about Balkan film industry? Yet, there are some general preconditions that are 

similar to all Balkan countries, connected with the processes of transition, lack of 

financial assets and law regulations for film financing, low working transparency of the 

institutions responsible for redistribution of the funds etc. That is way, in this paper, I will 

use these term (Balkan film industry) only when I am referring to some general notions 

and processes common for the region as whole.  

Chronologically, this is leading us to the main subject of this working paper – how, or 

through which financial mechanisms introduced on national level the functioning of the 

film industry of a certain country on the Balkan can be improved? 

 

Key words: 

EU Audiovisual Policy; National Film Industries; Public Support System; Film Funds; 

National Film Institutions/ Centres/ Financial mechanisms; National Film Production, 

Distribution and Promotion; Co production activities  
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EUROPEAN FILM FINANCING 
(EU AUDIOVISUAL POLICY IN RELATION TO DIFFERENT MODELS OF 

NATIONAL FILM SUPPORT OF THE EUROPEAN COUNTRIES) 

 

I. European Audiovisual Policy 

European films are sometimes successful in their own country, but rarely manage to 

make a similar breakthrough in other countries. The dominance of American films is 

overwhelming. 

Admission of the US films on the EU market  

 

 
 

According to the European Audiovisual Observatory2, the EU’s trade deficit for 1999 

regarding the audiovisual programmes in relation to North America was M€ 6829. The 
                                                 
2 http://www.obs.coe.int - Set up in December 1992, the European Audiovisual Observatory is the only 

centre of its kind to gather and circulate information on the audiovisual industry in Europe. The 

Observatory is a European public service body with 36 member States and the European Community, 

http://www.obs.coe.int/
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market share of European films fell to 22.5% in 2000. Films from the USA took 73.7% of 

the market. In the mid-1960s, Europe’s market share was nearly three times its present 

size. The box office success of European films has gradually declined. Yet Europe 

produces more films than the USA.3 

 

Admission of the EU films on the US market 

 

4 

                                                                                                                                                 
represented by the European Commission. It owes its origins to Audiovisual Eureka and operates within 

the legal framework of the Council of Europe. It works alongside a number of partner organisations, 

professional organisations from within the industry and a wide network of correspondents. 
3 Data taken from European Parliament Report on achieving better circulation of European films in the 

internal market and the candidate countries (2001/2342 (INI))  

(http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//TEXT+REPORT+A5-2001-

0351+0+DOC+XML+V0//EN) 
4 Both graphic charts are taken from the European Audiovisual Observatory publication (focus 2002 World 

Film Market Trends) - http://www.obs.coe.int/online_publication/reports/focus2002.pdf 

 

 

http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//TEXT+REPORT+A5-2001-0351+0+DOC+XML+V0//EN
http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//TEXT+REPORT+A5-2001-0351+0+DOC+XML+V0//EN
http://www.obs.coe.int/online_publication/reports/focus2002.pdf
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Face to face with the danger from the foreign audiovisual productions that are 

significantly present on the European screens, the European institutions have arranged a 

joint action in order to establish a common audiovisual space. During the years they set 

up an ensemble of different programmes and regulations structuring the actual European 

audiovisual policy. The European institutions and the Council of Europe have been 

searching solutions to this problem. In this context they developed several main 

programmes/ regulations: 

- MEDIA Programme (Mesures pour encouranger le développement de l’industrie 

audiovisulle); 

- Innovation 2000 Initiative” (i2i) 

- Eurimages fund; 

- Television Without Frontiers” Directive and 

- European Convention on Cinematographic Co productions and 

- European Convention on Transfrontier Television  

 

While first two has for an initial objective to cause synergies of capital and companies 

with the creation of trans-border networks of co-operation and thus, to reinforce the 

European audiovisual structures, the third was created with an aim to develop, according 

to a double cultural/economic objective, the cinematographic and audiovisual industries. 

These actions, which are adapting gradually to the new audio-visual requirements 

(concentration of funds etc.), are reinforced with the introduction of the Television 

Without Frontier Directive (1989) and more recently, with the instituting document of the 

international legal provisions aiming at homogenizing the co production agreements. 

 

1. MEDIA Programme  

Nowadays, the different European support measures witness the will for creation of a 

competitive cultural industry strong enough to enter in competition with the American 

cinematographic and audiovisual products.  

 

In the 1980s the European audiovisual market has registered a significant increase in the 

offer of audiovisual programmes on European small screens, mostly due to the 
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appearance of new private broadcasts. Aiming to make their programming wealthier, the 

private broadcasters enabled easy access of cheap, non-European works on the European 

screens. In the same period, most of the EU countries were registering a significant 

decrease in cinema attendance in particular for domestic production. This initiated the 

loss of the market share of the European cinema within its domestic market that 

subsequently worsened the condition for European film production.      

 

Therefore, to encourage development of the European audiovisual industry the EU has 

introduced the MEDIA Programme, which should stimulate cooperation between the 

professionals and give possibility to European industry to respond properly to the 

structural modification of the market, enabling the creation of wide production and 

distribution networks. 

 

Initiated by the European Commission the MEDIA Programme was introduced at the 

end of the year 1990. Up till now there have been four multi-annual programmes: 

MEDIA I (1991-1995), MEDIA II (1996-2000), MEDIA Plus (2001-2006) and MEDIA 

2007 (2007-2013). Each of these programmes includes measures to support the European 

film and television programme industry, make it more competitive and foster the 

circulation and production of European audiovisual products. 

 

 MEDIA I5 

With a budget of M€ 200 MEDIA I (prolonged until the end of year 1996) consisted of 

the following main activities: measures dedicated to training of the professionals 

(European Audio-Visual Entrepreneurs – EAVE and MEDIA Business School), 

measures intended to ameliorate the production conditions (European Script Fund, 

Stimulating Outstanding Resources for Creative European Scriptwriting – SOURCES, 

Cartoon, MEDIA Investment Club, Small Countries Improve their Audiovisual Level in 

                                                 

5 The MEDIA I Programme (1991-1995) was adopted on 21 December 1990. Under Council 

decision 90/685/CE the Commission is responsible for implementing the programme. 

http://eur-lex.europa.eu/smartapi/cgi/sga_doc?smartapi!celexplus!prod!DocNumber&lg=en&type_doc=Decision&an_doc=1990&nu_doc=685
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Europe  - SCALE), mechanisms for distribution support (European Film Distribution 

Office – EFDO, Espace Vidéo Européen - EVE, European association for an independent 

audiovisual market - EURO AIM), defence of the cinema exploitation (MEDIA Sales, 

Europa Cinema, European Film Academy) and stimulation of financial mechanicals 

(Euro MEDIA Guarantee).  

 

 MEDIA II6 

The effectiveness of the MEDIA Programmes is monitored and evaluated in each 

appearing stage since its implementation in 1999. In the evaluation and monitoring work 

the Commission has benefited from the data provided by the European Audiovisual 

Observatory, which has given an important tool for analysis and follow up of the sector. 

Thus, on 23 July 1993, the Commission presented a Communication7 on the evaluation of 

MEDIA I. The guidelines for MEDIA II were based on these documents, focused EU 

funding on three priority areas: training, development and distribution. 

- MEDIA II – Training  

The initial objective of this programme part was to educate film professionals, giving 

them necessary knowledge and skills for managing film projects and companies, which 

will be able to play an important role on the European and world film markets. Also, the 

programme was designed to stimulate cooperation and exchange of know-how between 

the professionals from different EU countries. Many of the training activities introduced 

in the MEDIA I continued (some of them modified and further developed) in the second 

phase of the programme. The MEDIA II Training applied in two sectors: training for 

creation of new generation educated film professionals and continued training for already 

active and established professionals. The budget for this programme part was M€ 45. 

 
                                                 
6 MEDIA II Programme (1996-2000) was established respectively by Council Decisions 95/564/CE of 22 

December 1995 and 95/563/CE.  
7 http://aei.pitt.edu/5370/ - Commission communication on evaluation of the action programme to promote 

the development of the European audiovisual industry (MEDIA 1991-1995) accompanied by guideline 

remarks. COM (93) 364 final, 23 July 1993 

 

 

http://eur-lex.europa.eu/smartapi/cgi/sga_doc?smartapi!celexplus!prod!DocNumber&lg=en&type_doc=Decision&an_doc=1995&nu_doc=564
http://eur-lex.europa.eu/smartapi/cgi/sga_doc?smartapi!celexplus!prod!DocNumber&lg=en&type_doc=Decision&an_doc=1995&nu_doc=563
http://aei.pitt.edu/5370/
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- MEDIA II – Development 

The second module of the MEDIA II Programme was managed by the former members 

of the European Script Fund (introduced with the MEDIA I). The main goal of this 

programme part was to reinforce the creation of network among the European 

audiovisual production companies and to support the projects and companies working 

with new technologies or valorising the audiovisual heritage.     

- MEDIA II – Distribution  

The main objective of this programme part was to encourage and consolidate the 

cooperation between European distribution companies and support the publishing of 

European (cinema, video, television) works.  The budget dedicated to this programme 

module was M€ 265. 

 

To sum up, MEDIA II was intended to reinforce the development, distribution and 

publication of European film works and to enhance the screening of European films in 

the cinema theatres (consistent communal financial support assured to the cinema 

theatres with the significant proportion of European feature films in their screening 

programmes). This programme had to create a ground for the private and public entities 

to adapt themselves to the demands of the common audiovisual market and set trans-

border cooperative networks, utilising the effects of the new economic space. Also, the 

programme had to stimulate, more effectively than in the past trans-national diffusion of 

European cinemas, often confined on the national markets.  

 “…Overall, MEDIA II support has had a considerable knock-on effect. The mid-term 

assessment of MEDIA II concluded that every EU Euro invested generated € 5.75 of 

investment in the industry. This multiplication factor was higher in the distribution sector 

and to some extent also in the development sector. In spite of this, European cinema's 

share of the market remains small in relation to non-European productions. This has 

been cited as a reason for increasing the funding available through the distribution part 

of the MEDIA Plus Programme…8” 

 

                                                 
8 http://ec.europa.eu/information_society/media/overview/media2/index_en.htm  

http://ec.europa.eu/information_society/media/overview/media2/index_en.htm
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 MEDIA Plus 

The third generation of Community support measures in favour of the European 

audiovisual industry took the form of the MEDIA Plus9 (M€ 453.6) and the MEDIA-

Training10 (M€ 59.4) Programmes. 

The MEDIA Plus put focus on the following activities: development (assistance to 

independent production companies, especially to SMEs11, support for the use of new 

information technologies); distribution and broadcasting (support to companies 

broadcasting European, non-national works, assistance for circulation of European 

television programmes produced by independent companies); promotion (support for 

promotion European works in trade shows, fairs and audiovisual festivals in Europe and 

world-wide) and pilot projects (improving access to European works, taking advantage of 

new technologies; making greater use of archives, digitisation, networking of special-

interest channels and advanced online services).  

“…The MEDIA Plus Programme supported the audiovisual industry by means of grants 

to SMEs active in the audiovisual sector and has encouraged the creation of a Single 

European Market by promoting the circulation of audiovisual works in Europe and 

worldwide. The valorisation of the cultural richness of audiovisual production in Europe 

has been the means of promoting the industry within Europe and on the International 

market. Full exploitation of the cultural and economic potential of the European 

audiovisual sector depends also on the integration of Europe’s audiovisual heritage in the 

Member States’ education and cultural policies…12” 

                                                 
9 The MEDIA Plus programme (2001-2005), adopted by Council Decision 2000/821/CE in December 

2000; The Council of Ministers agreed on 26 April 2004 to extend the MEDIA Plus programme until 31 

December 2006, Decision 846/2004/CE 
10 MEDIA Training  (2001-2005) was adopted by Decision 2001/163/CE in January 2001; extended until 

2006 by Decision 2004/845/CE 
11 SME-Small and medium enterprises  
12 Proposal for a DECISION OF THE EUROPEAN PARLIAMENT AND THE COUNCIL concerning the 

implementation of a programme of support for the European audiovisual sector (MEDIA 2007); Brussels, 

14/07/2004, COM(2004) 470 final; p.5 

http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:32000D0821:EN:HTML
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:32004D0846R(01):EN:HTML
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:32001D0163:EN:HTML
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:32004D0845R(01):EN:HTML
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MEDIA Training Programme had to contribute in further extensive training for 

professionals in the audiovisual sector. It consisted of three main parts: improving 

knowledge of new technologies for producing and distributing audiovisual programmes; 

teaching business, management and legal skills and promoting script-writing and 

narration techniques. A special attention was given to the training for professionals who 

are not supported by any other EU or national funding.  

 

Over the past 16 years, MEDIA has supported the development and distribution of 

thousands of films as well as training activities, festivals and promotion projects 

throughout the continent. From 2001-2006, more than half a billion euros were injected 

into 8.000 projects from over 30 countries.  

 

 MEDIA 200713 

The positive results form the MEDIA Programme, since its beginning in 1991 

accompanied with the changes on the European audiovisual market concerning the EU 

enlargement of the Union, the problem of financing the SMEs and the advent of digital 

technologies were a reasonable ground for continuation of this programme in new multi-

annual cycle – MEDIA 2007. The forth generation of MEDIA has simplified its structure 

by integrating the MEDIA Plus and MEDIA Training in a signal programme part. 

  

MEDIA 2007 will have as global objectives, of equal importance, to: 

- Preserve and enhance European cultural diversity and its cinematographic and 

audiovisual heritage, guarantee its accessibility for European citizens and promote 

intercultural dialogue; 

- Increase the circulation of European audiovisual works inside and outside the 

European Union; 
                                                 

13 Decision No 1718/2006/EC of the European Parliament and of the Council of 15 November 2006 

concerning the implementation of a programme of support for the European audiovisual sector (MEDIA 

2007) 
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- Strengthen the competitiveness of the European audiovisual sector in the 

framework of an open and competitive market. 

The programme has four main priorities: to support to the creative process of the 

European audiovisual sector and the cultural value of Europe’s cinematographic and 

audiovisual heritage; to strength the production structures of the SMEs; to reduce the 

imbalances between countries with a high production capacity and countries with low 

production capacity or a restricted linguistic area and to support market developments 

with regard to digitization by putting in place measures that will make the European 

audiovisual sector more competitive. 

 

2. Innovation 2000 Initiative (i2i) 

By the end of 20th century the number of banks lending in the audiovisual sector in 

Europe has declined principally because of the relatively low return on loans to this 

industry (particularly to SMEs where the credit volume was low in relation to the high 

administrative and transaction costs) and the perception of the risk. Moreover, the bank 

specialized in lending to the audiovisual and film sector were not large ones. Therefore, 

we had situation where the financial capacity and risk sharing resources directed towards 

this sector were not enough for its proper development. Also, the fragmentary nature of 

the film and audiovisual market at European level and the need for lenders to be familiar 

with local markets made this situation even harder.   

When bank gives money to film production it has to be sure that the film will be 

completed within a fix budget and generate enough revenues to service the debt. Rarely, 

the financially solid production companies use underwriting facilities based on their asset 

value. In regular cases the practice of European banks is to give money on the basis of 

pre-sales agreements concluded with distributors and TV channels. However, the banks 

discount the value of the pre-sales agreements, thus they aren’t covering in total the 

financial gap in the film budget.   

Aiming to foster the development of the European audiovisual industry by making it 

more competitive, taking in consideration the cultural (new member state) and 

technological challenges of European audiovisual market, the European Investment 

Bank (EIB Group) in close cooperation with the  European Commission and its Media 



 17 

Plus initiative lunch a special programme called “Innovation 2000 Initiative” (i2i)”. 

Over a period of three years (May 2000 - April 2003), the EIB advanced lending to 

independent film companies of some EUR 15 billion for innovation-rich investments and 

increased venture capital operations through its subsidiary the European Investment Fund 

(EIF)14. In 2003, the results achieved since the launch of "i2i”, the EIB Group extended 

and enhanced its support for those sectors associated with a knowledge-based economy 

by putting in place a new financing programme known as the Innovation 2010 

Initiative. 

The EIB works with partner banks to co-finance film and audiovisual projects on 

commercial terms. The banks are selected on the basis of their expertise and their track 

record in the media sector. Loans are granted in respect of tangible assets (physical 

infrastructure) or intangible assets (content) at the different stages in the industry's value 

chain: 

- film and audiovisual production;  

- distribution (covering digital networks, digitalisation of film catalogues, and 

distribution groups' assets);  

- cinema operation;  

- infrastructure and equipment for post-production studios, TV channels, etc.  

The EIB supports the media sector through four different types of lending: 

1. For projects with a high investment cost it offers individual or "corporate" loans, 

granted to large private or public-sector television and audiovisual production and 

film distribution groups to cover their infrastructure investment needs (studios, 

                                                 

14 The European Investment Fund (EIF) is a European institution that provides venture capital and 

guarantee instruments for SMEs. The EIF has a tripartite shareholding, which includes the EIB, the 

European Union represented by the European Commission, and a number of European banks and financial 

institutions, from the public or private sector. The EIF acts in a complementary role to its majority 

shareholder, the EIB. 

 

 



 18 

digitalisation facilities, broadcasting stations, etc.) or creative enterprises (production 

of film "packages", distribution of works and back catalogues).   

2. For projects with a lower investment cost in, introduced by SMEs, financing without 

risk-sharing is available through global loans or credit lines granted to specialised 

lenders (banks). This type of financing aims to support the many independent SMEs 

involved in audiovisual production and distribution. The EIB risk in such cases is the 

risk associated with the financial intermediary rather than the final beneficiary.  

3. For projects with a lower investment cost introduced by SMEs, risk-sharing 

resources are also available via specialized risk-sharing credit lines directed to 

support the SMEs working in audiovisual sector. The Bank has already made 

available two successive credit lines on this basis with Natexis Coficiné15 and 

Cofiloisirs16 covering not only the French market but also lending to companies in 

other European countries. Yet, this financial mechanism elsewhere in Europe is 

limited because only a few banks specialise in lending to the audiovisual sector. 

Moreover, the function of this type of financing in a particular country also depends 

on public authorities making appropriate legislative and regulatory provision. 

4. Pan-European venture capital funds specialising in content industries. The EIB aims 

to continue providing types of financing tailored to the needs of the European 

audiovisual and film industry with a view to making the sector more competitive 

while at the same time taking account of its "cultural diversity" aspect, particularly 

against the background of EU enlargement to 25 member States. In order to do this it 

must be able to rely on the cooperation of specialised banks with the necessary 

expertise and a recognised track record in financing the sector, familiar with the 

nature of local markets and with the competence of the various players involved 
                                                 
15 NATEXIS COFICINÉ S.A -Capital Company formed in 1947 as a private initiative. In the mid ’80 they are 

actively developed their activities by co-financing of loans for the production and distribution of French or 

European cinema and audiovisual works. The main goal is to Support for additional capacity to finance 

small and medium-scale projects in the audiovisual sector 
16 Cofiloisirs – this capital company was originally created by the UGC group and Stern Bank initially to 

finance the cinema theatres. Afterwards it was reoriented to financing cinema and audiovisual production. 

Their main stakeholders are: O.B.C, BNP Paris, UGS and Dexia Banque Privée France.  
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(producers, actors etc). A key requirement here is knowledge not only of how 

specialised bank financing for the media works but also of the public financing 

mechanisms operated by authorities at different levels in Europe, and of country-

specific regulatory and legislative provision for the industry.  

 

To sum up, access to bank credit is key factor for independent producers and distributors 

given the current financial mechanisms of film production.  In particular, the various sale 

contracts of a film are paid only once the film is finished and delivered. This delay 

creates a strong need of cash flow for the producer in order to finance the shooting and 

post-production of the film. The producer therefore has to discount the sales contracts 

with banks or credit institutions in order to cover the expenses during the production of 

the film. 

Nevertheless, banks do very little credit to the audiovisual sector, except under very 

restrictive conditions and at very expensive rates, because of the high risks of this sector 

and the financial weakness of a large majority of companies (almost all of them being 

SMEs). Unfortunately, in no Member State other than France, the banking sector is ready 

to share the completion risk of a film production. France is indeed the only European 

State where there are still active specialised credit institutions. In other Member States, 

only a few non specialised banks are involved, under very restrictive conditions. 

 

The i2i initiative helped in bridging the gap between the interest rates applied to micro-

enterprises and those available to larger businesses. As well as reduced the cost of 

performance guarantees. The main idea for introducing this initiative was to encourage 

private investment in the European audiovisual sector. 

 

According to the analysis made by the CNC17, the efficiency of EIB « i2i audiovisual 

initiative » was not sufficient enough. Despite the announcement in 2000 of an ambitious 

plan (500M€ over 3 years), the one and only action carried out in favour of a better 

access to bank credits has been a 20 M€ credit line for the two specialised French 

                                                 
17 Centre National de la Cinématographie, Paris – www.cnc.fr  

http://www.cnc.fr/


 20 

institutions (Coficiné and Cofiloisirs). The other actions were targeted at risk less 

operations and companies (corporate loans to broadcasting companies). 

 

As for the « i2i audiovisual exploratory action » (funded on the Commission budget and 

which is to be integrated in the next MEDIA 2007 programme), it is useful but limited, 

since it merely consists in funding the interest payments of the credit: it has been useful 

for producers who already had access to bank credits and has been a appreciable financial 

complement to the whole film budget. Yet, it has brought no structuring opening impact, 

nether any leverage, to facilitate access to credit for other independent companies. 

Besides, the results of this scheme show a geographical unbalance among the 

beneficiaries (since mainly French companies have access today to bank credits). 

 

In conclusion, the current mechanism supports (few) companies which have already 

access to bank credit without opening access to bank credits to other (a large majority in 

all member States). 

 

3. The Council’s Eurimages fund 

The Council’s of Europe strive to support the European cinema and the whole 

audiovisual industry through its Eurimages fund. With the Resolution (88)15, the 

Eurimages was set up as an European support fund for the co-production and distribution 

of creative cinematographic and audiovisual works, adopted by the Committee of 

Ministers on 26 October 1988. 

Therefore, Eurimages aims to promote the European film industry by encouraging the 

production and distribution of films and fostering co-operation between professionals.  

The fund currently has 32 member states18.  

Eurimages works respecting the double objective of the European cinema, the cultural 

(by promoting the cultural diversity) and economic (by supporting the industry to become 

more competitive).    

 

 
                                                 
18 See ANNEX I - Member states ob the Council of Europe 
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The four main support lines of the fund are given for: 

- Assistance for co-production;  

- Assistance for distribution;  

- Assistance to cinemas and 

- Assistance to digitisation for Eurimages funded projects  

 

“The majority (almost 90%) of the Fund’s resources – which originate from member 

States’ contributions – goes to supporting co-production. Since it was set up in 1989, 

Eurimages has supported the co-production of more than 1100 full-length feature films 

and documentaries. A number of these have received prestigious awards (Oscars, Palme 

d’Or, Golden Lion…). The rules and conditions under which assistance is awarded were 

changed in January 2000 to reflect developments in film-making in the member States 

and to respond better to the needs of those working in the industry.  

The sum committed to assistance for distribution amounts to more then 760,000€ a year.  

Finally, Eurimages, in partnership with Europa Cinemas19, supports 40 cinemas in five 

different countries. An amount of about 616,000 € is awarded each year for assistance to 

cinemas20” 

The Eurimages is managed by the Board of Management in which every member state is 

represented.  Except, determine the fund’s policy and the condition on which it awards 

financial support, the Board meets five times a year for selection of the project to which it 

will address its support.    

 

4. Television Without Frontiers” Directive 

The creation of the common European market is the biggest achievement of the European 

economic and cultural integration. After the broadcasting revolutions in 1980s with the 

appearance of commercial TV channels, the small screens have taken great part of the 

                                                 
19 Europa Cinemas (part of the MEDIA I Programme) was created in 1992 as a first international film 

theatre network for the circulation of European films. The objective of the network is to increase the 

programming of films from Europe and partner countries, foster the circulation of national productions 

outside their frontiers and raise the number of people attending these films.  
20 http://www.coe.int/t/dg4/eurimages/About/default_en.asp 

http://www.coe.int/t/dg4/eurimages/About/default_en.asp
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audience. Aiming to enhance the screening of European content the EU introduces a 

common set of rules for its Member State countries under the regulations of Television 

Without Frontiers" Directive21 (TVWF Directive).  

The changing circumstances and the further development of the audiovisual sector asked 

for extension of the rules regarding the protection of minors and the promotion of 

European cultural production. Therefore, the Directive was amended in 199722. 

 

In general, The Directive rests on two basic principles: the free movement of European 

television programmes within the internal market and the requirement for TV channels to 

reserve, whenever possible, more than half of their transmission time for European works 

("broadcasting quotas"). The TVWF Directive also safeguards certain important public 

interest objectives, such as cultural diversity, the protection of minors and the right of 

reply. According to the 1997’s version of TVWF Directive, the Community coordinates 

the national legislation in the following areas: General provisions; Jurisdiction; Access of 

the public to major (sports) events; Promoting the production and distribution of 

European works; Television advertising, teleshoping and sponsorship and Protection of 

minors, right of reply and monitoring of the Directive23 
 

Since, 2001 the TVWF Directive has been the subject of a review procedure, which has 

involved a number of phases. One of them is the forth report on the application of the 

Directive launched within Commission Communication [COM (2002) 778]24. In an 

                                                 
21 The "Television Without Frontiers" Directive (TVWF Directive) is the cornerstone of the European 

Union's audiovisual policy (Council Directive 89/552/EEC of 3 October 1989 on the coordination of 

certain provisions laid down by law, regulation or administrative action in Member States concerning the 

pursuit of television broadcasting activities) 

22 Directive 97/36/EC of the European Parliament and of the Council of 30 June 1997 amending Council 

Directive 89/552/EEC on the coordination of certain provisions laid down by law, regulation or 

administrative action in Member States concerning the pursuit of television broadcasting activities 
23 http://ec.europa.eu/avpolicy/reg/tvwf/index_en.htm#1997 
 
24 Brussels, 6.1.2003, COM(2002) 778 final/ FOURTH REPORT FROM THE COMMISSION TO THE COUNCIL, THE EUROPEAN 

PARLIAMENT, THE EUROPEAN ECONOMIC AND SOCIAL COMMITTEE AND THE COMMITTEE OF THE REGIONS on the application of 

Directive 89/552/EEC "Television without Frontiers" 

http://eur-lex.europa.eu/smartapi/cgi/sga_doc?smartapi!celexplus!prod!DocNumber&lg=en&type_doc=Directive&an_doc=1989&nu_doc=552
http://ec.europa.eu/avpolicy/reg/tvwf/index_en.htm#1997
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overall assessment it was concluded that the Directive continues to function successfully 

as a means of ensuring the freedom to provide television services in the Community. The 

principle objectives of public interest (respect and promotion of cultural diversity and the 

freedom of movement for goods and providing services, including radio and TV 

broadcasts) were respected within the Member States. Also, the results were satisfactory 

regarding the respect of requirements concerning the definition of European works and 

independent production (Article 4 and 5).  Furthermore, the Commission should make 

further proposal to adapt the Directive according to the technological advances, which are 

expected to enable new forms of use of broadcast media, modify the overall market 

dimension, strength of audio-visual industry operators and create the conditions for new 

business models to emerge. However, there is also a need to examine certain aspects in 

more detail, such as the diversity of national legislation, new advertising techniques and 

the protection of minors in the context of the on-line environment.  

 

According the analysis made by the EA Observatory, based on investigation of the 

European audiovisual market and the national markets in some EU member countries 

(France, Germany, Italy and Spain), the success of European television production 

resulted from the work of the commercial broadcasters. 

“…However, the commercial broadcasters have long argued around the Television 

Without Frontiers Directives and their excessive regulatory intervention in favour of 

domestic programming. For them the domestic productions are expensive and often high-

risky. On contrary, imported programming (particularly from the US) plays an important 

role in their start up phase as commercial broadcasters. Yet, at a certain stage in the 

business cycle, they will be able to invest more in original content. This happened during 

the 1990s when the number of original productions shown on the commercial TV 

channels in a peak time highly increased in: Germany, UK, Italy etc. After passing the 

start-up phase of its business, the commercial broadcaster can switch its attention from 

US product which is competitive on price grounds to that which is able to compete on 

quality.  

Another issue relevant for them is the definition of European work. The audience enjoys 

locally-produced content, meaning programming produced in the viewer’s own Member 
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State. According to them the relatively low proportion of non-national European content 

on television screens is not primarily due to structural and legal factors. Sometimes the 

complexity and amount of detail definition and regulations in EU law in combination 

with the national regulation (for ex. the existence of complex quota regimes for 

broadcasters) can be more an obstacle than impulse for trans-frontier distribution of 

content. One example supporting this statement was a German production, which was 

financed and filmed entirely in Germany, featuring a largely German cast. This 

production had difficulty in qualifying as European work under the French system of 

allocation points. Thus, the broadcasters prefer more simple regulatory system, such as 

majority proportion of EU financing/locations/cast. Other words sad, they stand for 

harmonization but in less detailed regulation form because sometimes the advanced 

regulation can make constrains to the free circulation of works, which is in contrary to 

one of the main objectives of the Directive. 

Another question on which the TVWF Directive should pay attention is the qualification 

for independent producers. Sometimes a producer qualified as independent in one EU 

Member country can not be treated the same in other because of the different law 

regulations. For that reasons the broadcasters oppose any attempt to harmonise the 

definition of an independent producer beyond what is already included in the Recitals to 

TVWF and indeed would question whether any suitable, “future-proof” criteria could be 

devised…25” 

 

5. European Convention on Cinematographic Co productions 

Every country has its own national system that regulates the domestic cinematographic 

production. Linguistic and cultural differences have resulted in each nation creating its 

own cinema with its own clearly defined characteristics.  

One of the major strokes to cinema production was the development of the Television 

during the 1960s and 1970s. In that period the cinema attendance decreased that 

provoked shrinking of the cinema production money coming from the box-office receipts. 

                                                 
25 Part of the data within this paragraph are taken by the Commission staff working document on certain 

legal aspects relating to the cinematographic and other audiovisual works 
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Moreover, the production cost increased which made the situation even harder. Thus, the 

national markets were no longer able to finance the domestic film production. This 

situation provoked new type of agreements between states to joint in single production 

process. In the beginning there were only bilateral co-production agreements which 

enabled the production to benefit from the private and public financial support from the 

both countries. Further on, within the co-production process more that two countries have 

been involved. This asked for harmonisation of the regulations under which the co-

productions will be taken. Therefore, the Council of Europe had established the 

Eurimages support fund that increased the level of multilateral co-production agreements.  

Yet, the introduction of rules that will arrange the whole range of European multilateral 

co-production was more than a necessary. This resulted in creation of the European 

Convention on Cinematographic Co productions26. The Convention set the legal basis 

under which the multilateral cinematographic relations will be regulated. These 

provisions were fully accepted and applied in all of the State Parties27 of the Conventions. 

It is an important means of development and promotion of co-productions which 

simplifies the cinematographic relations between the producing States.  

The Convention applies only on cinema co-production; the audiovisual co-production is 

expelled from its regulations. Their provisions govern the State Parties relations 

regarding the cinematographic co-production arrangements that involve producers from 

at least two countries. When applies to multilateral co-productions, it can also include co-

producer from the countries not Parties to the Convention, only if co-production involves 

at least three co-producers established in States Parties to the Convention and that those 

co-producers contribute at least 70% of the financing of the production. Herby, it should 

not be forgotten the main aim of the Convention – the promotion of European co-

production. That is way within its provision; the Convention introduces condition that 

defines the European origin of the co-production28.  

                                                 
26 European Treaty Series - No. 147, EUROPEAN CONVENTION ON CINEMATOGRAPHIC CO-PRODUCTION, Strasbourg, 

2.X.1992 
27 ANNEX II – list of the countries that has enter the Convention  
28 ANNEX III – criteria that defines the European work  
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Each of the partners in the co-production can lay claim on the cinematographic work 

regarding its nationality. So, the work can benefit from national aids system in every 

State Party involved in the co-production as well as from the access to the advantages 

given to national works available to the latter. The co-production is subject to national 

rules governing cinematographic production and access to aids in co-production partner 

countries. In this regards, all partners have equal statues no matter the level of financial 

participation to the co-production. 

The Convention incorporate a co-production, after the prior approval given by the 

authorities of the Parties involved, that enable the cinematographic work to be entitled to 

the national benefits granted to the latter.   The Convention also covers the following: the 

minimum and maximum proportions of contributions from each co-producer; the right of 

each co-producer to co-ownership of the original, the picture and the sound; the general 

balance of investments and compulsory artistic and technical participation; the measures 

to be taken by the Parties to facilitate the production and export of the cinematographic 

work and the right of each Party to demand a final version of the cinematographic work 

in one of the languages of that Party. 

To sum up, the Convention is important legal document that regulates the co-production 

agreements on which the European cultural cooperation in the cinema field is based. 

However, in different countries the rules that regulate the state support to the cinema are 

not always the same. Therefore, the convention through its acts has to harmonise the 

relations between State Parties involved in join production process. Also, the Convention 

plays a significant role in lowering the financial participation entry of the co-production 

partner countries through which enhance the promotion of the European identity. So, one 

of the negative consequences of the Convention is that sometimes the technical and 

artistic participation in the joint cinematographic work are chosen more for their 

nationality that for their technical skills and capabilities. Also, the bilateral agreements 

can be regulated with the Convention, but it is not obligatory. The countries involved in 

bilateral co-production can work according to the agreements arranged between them 

selves. Until present, the bilateral agreements are not standardised, which leave room for 

disproportions, meaning one of the co-producers may be offered less favourable terms 

than the others.  
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6. European Convention on Transfrontier Television29  

This Convention is the first international treaty creating a legal framework for the free 

circulation of transfrontier television programmes in Europe, through minimum common 

rules, in fields such as programming, advertising, sponsorship and the protection of 

certain individual rights. 

The State Parties of the Convention has to ensure that their television programme 

services transmit30 in accordance to the accepted provisions. In return, freedom of 

reception of programme services is guaranteed as well as the retransmission31 of the 

programme services which comply with the minimum rules of the Convention.  

The main provisions of the Convention cover: 

- freedom of expression, reception, and retransmission; 

- right of reply (transfrontier character of this right and other comparable recourse); 

- pornography, violence, incitement to racial hatred, etc. (it forbids such acts), and 

youth protection; 

- the screening of European works, for a majority of screen time, where practicable; 

- the screening of cinema films (normally not until 2 years after first showing - 1 

year in the case of films co-produced by the broadcaster); 

                                                 
29 The Committee of Ministers opened the European Convention on Transfrontier Television for signature 

to the member States of the Council of Europe and the other States party to the European Cultural 

Convention, and by the European Economic Community, in Strasbourg, on 5 May 1989. The Convention 

entered into force on 1 May 1993. 
30 Article 2(a), terms employed - "Transmission" means the initial emission by terrestrial transmitter, by 

cable, or by-satellite of whatever nature, in encoded or un-encoded form, of television programme services 

for reception by the general public. It does not include communication services operating on individual 

demand; 
31 Article 2(a), terms employed - "Retransmission" signifies the fact of receiving and simultaneously 

transmitting, irrespective of the technical means employed, complete and unchanged television programme 

services, or important parts of such services, transmitted by broadcasters for reception by the general 

public; 
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- advertising standards (e.g. prohibition on the advertising of tobacco and 

medicines and medical treatments available only on prescription, restrictions on 

the advertising of certain products such as alcoholic beverages); 

- advertising time (normally not more than 15% of daily transmission time and not 

more than 20% of any one hour period); 

- advertising breaks (for example, twice during a ninety minute feature film, none 

during a news or current affairs programme lasting less than 30 minutes); 

- programme sponsorship rules. 

 

The Standing Committee32 has been monitoring the implementation of the Convention by 

the Parties, discussing the difficulties related to the application of the Convention and has 

formulated Opinions on the interpretation of the provisions of the Convention. It has also 

monitored the economic, technological and political developments which have taken 

place since 1989. 

 

II. National systems of public support to the film industry 
(Different examples of some European countries) 
 
Faced with the different problems that seriously endangers the growth of their film 

industries, majority of the European countries have decide to endorse ensemble of 

support measures to their national film industries. These mechanisms of support, initially 

established only as exception during a transition period had to reduce the problems raised 

from the financial crises that was jeopardizing the film industry. Throughout the years 

each of them has developed its particular system according to the country’s cultural and 

economical context.   

 

                                                 
32 Under Article 20 of the Convention, a Standing Committee on Transfrontier Television was established 

in June 1993 
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Everywhere in Europe, the survival of the film in its appearing form as economic and 

cultural good, is closely related to the public support and depends on the action taken by 

the governments on national level.  

These support systems are living entities and are frequently modified regarding the 

changes within the country as well as the changing regulations of the EU Audiovisual 

Policy, which are liable for all County Members of the Community.  The whole 

landscape of public support systems to the film industry is portraying great diversity of 

national and regional policies. This short overview enables not only to perceive the 

originality of the film policy in each country but also to identify their common elements.   

 

“Each year, more than 500 million ECU are allocated by the national and regional 

funding bodies of the European Union, of which 300 million ECU is allocated in France 

and 130 million ECU in Germany: the remaining 70 million being spread among the 

other countries. Among these is the United Kingdom where, since the establishment of the 

National Lottery in 1995, the financial involvement of the public authorities has grown 

very considerably. This increase has somewhat modified the general setting for public 

funding available to film and audiovisual production for the period 1996 à 1998. To this 

figure should also be added the M€ 85 allocated annually by the European funding 

bodies such as Eurimages and the MEDIA II programme of the European Union. While 

every European country funds its film and television industries, each country has its own 

way of organising its funding system to include different ingredients. Nevertheless, this 

diversity operates within the context of common objectives.”33 

 

In this chapter I will try briefly to present the different types of support to the film 

industry in the occidental Europe with particular accent given to the French model.  

 

1. Comparison of public support mechanisms introduced in the European 

countries 

                                                 
33 Taken from the study “Public Aid Mechanisms for the Film and the Audiovisual Industries in Europe”,  

carried out by the CNC in Paris and the European Audiovisual Observatory 
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The public funding in Europe developed at the end of 1960s, and was pimply focused on 

production sector. This still account for almost 90% of public funding (Greece and 

Ireland are the only countries to concentrate all their public funding on the production 

sector) while as the resources dedicated to distribution and exhibition in Europe are very 

modest except in France (26%) and Germany (20%).  

Another issues that differs the national support mechanisms is the treatment of the 

cinematography as a separate segment of the film industry in which case the whole public 

support goes purely to this segment, or the support is addressed to the overall audiovisual 

industry (including television/ video) that enables overflow between this two segments 

and strengthen the whole function of the industry.  

For example, Sweden, Italy, Island and Greece through its public support mechanisms are 

addressed only the cinematographic sector.  

Aiming to strengthen the overall development of the industry great number of the 

countries introduced direct investments of the television into film production. This is 

particularly case with France. However, the direct funding mechanisms can not totally 

resolve the question of funding for development, production and post-production, since 

pre-purchases by the television companies are normally paid after a film has been 

released. Therefore, new arrangements were created aimed at facilitating and 

guaranteeing short term bank loans. Also, the action was reinforced with the tax 

exemption mechanisms dedicated to the investments made in film industry. In this regard, 

the Irish example is very interesting where the introduction of the fiscal incentive 

measures (Section 35 of the Finance Act, 1987, amended by Finance Act, 1996) 

strengthened the SMEs production companies and produced economic effects to the 

audiovisual industry and increased the level of employment.  

In general we can locate four main types of support mechanism: 

- state subventions 

- advances 

- bank loans with low interest rates and  

- co-productions 
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The most used method of public support in Europe is the co-selective financing. Its main 

characteristic is inexistence of direct connection between the future potential financial 

success of the film project (other words said, the market) and the money given as a public 

support to the project. Therefore, the countries introduce automatic funds. These funds 

give money to the producer on the basis of the future receipts that his film project will 

achieve (sell of cinema tickets, pre-sales arrangements for cinema/TV/ video distribution 

etc.) Only in France, Germany, Austria, Italy and Portugal the producer has to reinvest 

the revenues in his future project while as only in France supports all film sectors 

(production, distribution and exhibition) with the automatic funding. Most of the 

countries are combining the automatic and selective financing to those film projects that 

have exceptional cultural and artistic value. This way the country assures the diversity of 

their film products.  

Some of the countries (for ex. France, Spain) have introduced the guaranties funds for co-

financing of the film industry regulated by the state bodies or developed as separate 

financial organisations (for ex. IFCIC34 in France). 

 

The four main sources for public support to the audiovisual industry are: 

- money from the public purse 

- special taxes on film and television distribution 

- special taxes on film exploitation (exhibition) 

- revenues for the investments made by public and private broadcasters 

 

 In most of the countries the great part of the money is coming from the public purse (for 

ex. more that 50% in Swiss and Sweden) which is not the case with France, Germany, 

Norway and Portugal (in these countries the rate of public support coming from the state 

budget it moves from10% to 30%). Significant source of money that goes into public 

funds are the revenues from public exploitation of the films (for ex. this is the main 

                                                 
34 IFCIC (Institut pour le financement du cinéma et des industries culturelles), organisation created to 

facilitate the access to bank credit for the independent producers and distributors, more on this organisation 

in the part dedicated to French film financing. 
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source in Norway and accounts for 70%). In France it accounts for 71%, including the 

revenues from sell and rental of videos.   

The assets in the public funds coming from broadcasters are differently defined and have 

different participation rates. They can differentiate from 90% in Portugal to 9% in 

Sweden. In some countries this recourses go directly to national funds on the basis of 

previously defined fixed taxes (for ex. in France and Portugal) and in others have form of 

direct payments in the funds on the basis of previously made arrangements (for ex. in 

Swiss there is an agreement between the government, film and video companies and the 

public and private broadcasters). The German case is interesting because the public 

service broadcasters are not legally bound to invest in Federal film aid (FFA). Section 

67.1 of the Film Support Act35 states that contributions and grants are to be agreed 

between the public service operators and the FFA, no legal obligations is thereby 

established. The only requirement is that there should be some agreement, the content of 

which is not further specified. On the basis of this legal instrument, the broadcasts have 

entered into agreements with FFA. Thus, German public service broadcasters support the 

development of the cinematographic production yet no Federal funding is given to 

television production. 

There are additional requirements in the EU member states for development of the 

audiovisual sector imposed by the TVWF Directives. Each country has to define 

precisely the quota of European television production screened within their national 

broadcasting network.   

It is also important to pay attention to the special funds dedicated to support the export of 

the cinema and audiovisual productions. In this regard, Germany has established special 

agency, the German Export-Union that is financed by FFA and BMI36 funds. France 

directly supports the foreign distributors that have French films on their repertoire, while 

as Portugal, Italy and Finland directly finance international selling agents that promote 

their national film products.    

                                                 
35 Filmförderungsanstalt (Law on measures for the aid of the German film industry – FFG) proclaimed on 

24 August 2004 – www.ffa.de   
36 The Federal Ministry of the Interior of the Federal Republic of Germany 

 

http://www.ffa.de/
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Another important question for obtaining a public support is the language of the film. In 

Swiss the film must be on language that is speaking in one of its cantons. In Catalonia 

(north-eastern region of Spain) the support is given only to films made on Catalonian 

language. In Belgium the films must be on French or Flemish language etc. 

 

Lots of countries have different indirect mechanisms of support based on fiscal 

advantages.  This is particularly characteristic for France where the fiscal advantages 

counts for all direct investments in production and co-production activities.  In Sweden 

for example, the whole film industry is exempt from WAT and in Austria there are 

federal subventions dedicated to scenario development. In Ireland all the revenues from 

the international exploitation of films that have at least 75% Irish participation, have 

special low tax rates. Also, the tax imposed on all cinema and TV production, until 2010 

will by only 10%.  In Italy 70% of the profit from cinema and television activities will be 

exempt from taxing only if this money is reinvested in new productions. In Greece the 

screening of national productions in the cinema theatres reduces the tax on cinema tickets 

selling (30% for a week, 40% for two weeks and 55% for four weeks screening per year).  

 

 

2. The French system of support to the film industry (case study) 

 

2.1 General overview 

France has established a successful system of support to the overall functioning of the 

film industry. In general, the system works on the basis of redistribution of the resources 

raised on the market that afterwards are systematically redistributed in the form of public 

interventions.  

 

The contributions from the public purse account only 17% of the resources, while tax on 

cinema exhibition and video production accounts for 24%. The largest amount is raised 

on the income of the private and public service television companies (59% of the total 

public funding budget in 1995). This form of financing linked to market performance 

largely explains why France has the largest financial resources in Europe. The size of 
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these resources is also the result of a strong funding initiative to benefit television 

productions, which receive 66% of total production funding in France. 37 

 

The allocation of these resources is primarily done through automatic mechanisms that 

support all sectors (production, exhibition, distribution and video), which is not the 

situation in other European countries where the automatic funding supports primarily 

film production sector. Furthermore, the amount allocated by the selective funds in 

France are also larger that in other European countries.    

All this redistribution mechanisms ensure effective balance between all film sectors and 

in the same time take care of the two aspects of the film as cultural and industry good. As 

an indicator to the effectives of this policy is the maintenance of a high level of 

production (in average 150 films per year) and the significant level of new entries (almost 

30 firs films per year).  

 

Nevertheless, the intervention of the authorities is not exclusively through direct funding. 

The regulatory regime plays a great role in providing additional funding and has decisive 

part in structuring the market. One of these regulations is the obligations of the television 

companies to contribute directly to the financing of film and television production. 

 

 

2.2 Centre Nationale de la Cinématographie (CNC) 

The main institution that controls the overall working of the public funding system is The 

National Film Centre - Centre Nationale de la Cinématographie (CNC). 

The work of this institution with administrative character is under the supervision of the 

French Ministry of Culture and the Communication; however it has legal and financial 

and independency in performing its work. The actual managing director of CNC is 

Veronique Cayla. In history of its work dating from October 25, 1946 CNC is working on 

                                                 
37 Data taken from “Public Aid Mechanisms for the Film and the Audiovisual  

Industries in Europe” study performed by CNC and European Audiovisual Observatory 
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creation of its exceptional system of support to the national film industry, which is 

strongly evaluated and appreciated in whole Europe.  

 

The principal missions of the CNC are:  

- regulation of the national film industry; 

- support to the economy of cinema, audio-visual, video, multimedia, and technical 

industries; 

- promotion and diffusion of the cinema and audio-visual and 

- conservation and valorisation of the cinematographic heritage 

In general, except protection of the cinematographic heritage, CNC contributes to 

development of film production, distribution and exploitation. Also it contributes to 

promotion of French cinema on the national and worldwide level: support to French and 

international manifestations (Cannes Film Festival, International festival of film heritage, 

from 1991: Cinémémoire etc.); support to art and experimental cinema as well as the 

work of cinema clubs; creation to the Film Archive in 1969 in order to assure the 

conservation of the films (verification and restoration of the film tracks, endow or 

purchase by the Archive etc.); support to educational institutions (joint financial support 

with the Ministry of culture delivered to FEMIS - Ecole nationale supérieure des métiers 

de l'image et du son/  National film and audiovisual school) etc. In the same time CNC is 

in charge of legal and regulatory activities of cinematographic matters, especially taking 

part in elaboration of legal texts and controlling the access to the sector (giving special 

professional carts or work authorisations to the producers, distributors and exhibitors etc.)    

2.3 The French System of cinema financing 

2.3.1 Facts and figures38 

 Film production in France 

The film production in France has high growth cycle. The number of films produced (or 

co-produced internationally) has increased sharply since the mid-nineties (+50%). The 

                                                 
38 Information taken from the presentation document : The French system of cinema financing;  issued by 

CNC, 2001 
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production investments have also increased significantly. Since, the beginning of 2001 

the French films have majority share of the domestic theatrical market. 

 

Number of films produced in France 1990-2000 

 

 

 

 

 

 

 

 

 

 

 

 

 The growth in production investments 

1995: 529 € M 
2000: 798 € M (+ 50 %- the number of produced films) 

 

Film financing in France 1990 – 2000 (MF) 
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 2.3.2 How films are financed in France 

Sources of financing:  
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2.3.2.1 The subsidy system 

Subsidies system is financed by taxing companies that bring films to the consumer 

(TV channels, exhibitors, video publishers) because they have significant market 

power and revenues. The system is based on a re-allocation of some of the revenues 

from the commercial exploitation of films. This money derived from the cinema and 

audiovisual market through the specially created taxing system is coming back to the 

same economic sector in a form of different types of support. (A funding method 

based on the principle of compulsory economy-saving)    

The managing and redistribution of the assets collected is done by CNC in 

collaboration with the professionals from the economy sectors who are obliged to pay 

these taxes. These professionals have status of external collaborators and are 

representatives of the well developed independent Unions:  

- Four Unions of Produces;  

- Two Unions of Audiovisual workers,  

- Two Unions of Distributors and  

- One Union of Expoloatators (cinema theatres)   

All of them have right to know how the money coming from them are used. Thus, they 

are given detailed reports from CNC for its work and redistribution of the assets.   

The general rules of this type of support are:   

- The private initiatives always comes before public intervention (the State 

in no case can be a producer)  

- The state participation (public support) in financing film production can 

not be more that 50%   

- In the production and distribution sector the priority is given to the film 

creations 

- In the exploitation sector the support is directed to modernisation of the 

cinema theatre and creation of specific programmes.   

 
The funds devoted to the support of the film industry in France come from four different 

taxes: 
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1) A tax on the price of cinema admissions, currently 11% of the ticket 

price; 

Average price of the cinema ticket in France in 2001 – 5, 24 € 

Value of the tax on the price of cinema admissions (TSA): about 10, 9 % 

Total amount of money collected from this type of tax in 2001 – 94 M€ 

 

Redistribution of the ticket price money: 100% 

TSA (tax on the price of cinema admissions) 10,5% 

TVA (tax on the services of television ) 5,5% 

Cinema theatre (exploatator) 50% 

Distributor 20% 

Producer 14% 

 

2) A tax on the annual turnover of television channels (5, 5%);  

5, 5% form the receipts of the TV channels coming from: 

- advertising on the terrestrial television channels 

- license fees paid to the Public TV Channels  

- subscriptions to the terrestrial, cable and satellite channels (Pay – TV) 

The money collected from the tax on the television services are redistributed in the 

following proportion: 34% are given to the cinema sector and 66% to the audiovisuals. 

Thus, we can see that diffusion sector financially supports the film production sector. 

This is the first and main principle of redistribution of the money whiter low risk and 

profitable audiovisual activities are investing in expansive and high risk cinema 

productions.   

Imposing this type of fiscal regulation was not easily accepted by the TV channels. In the 

beginning there were big arguments and reactions. In parallel with the creation of the law 

that regulates the admission of the TV channels in the public services network, CNC 

introduces the tax on television services. Therefore, if someone wants to create TV 

channel, one of the conditions is to assure payment of this tax which is obligatory, no 

matters how successfully the channel works.   
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3) A third tax is applied to the unit price in the video retail market (5 %)  

4) Other: Uncertainties on the future: Internet, video on requested (Vidéo 

on demande – VOD) (2%).  

In parallel with the development of e-trading services CNC planes to develop regulations 

that should include this economic sector to be part of their subsidy system.   

 

THE RECEIPTS FROM THE SUBSIDY SYSTEM 
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REDISTRIBUTION OF THE COSTS 
 
 
 
 
 
 
 
 
 

 
 
 
 
 

REDISTRIBUTION OF THE TOTAL AUTOMATIC AND SELECTIVE SUPPORT 
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- The video publishers. 

 

The main pivot of this support system is the receipt from TSA. The amount of TSA is 

intended to every determined film as an: 

- automatic support to the producer for its upcoming film; 

- automatic support to the distributor for dissemination of new film; 

- automatic support to the cinema theatres (exploatators) for modernisation 

and opening new cinemas. 

 

The utilisation of the Automatic support system: 

Production 

The CNC supports producers with automatic support, who may qualified for allocation 

calculated on the basis of their film’s box office receipts, as well on the basis of their 

subsequent broadcast on television and, since 1993, their video sales.  

Financial support is intended for reinvestment in the production of new feature films, 

whatever language the film is made. It may also be reinvested in the feature film 

preparation, the production of short films and the promotion of films abroad.  

To be eligible, a film must comply with certain criteria regarding the production 

company, the shooting studios and the laboratories, the European scale and the financial 

support scale. These criteria are valid both for the generation of support and for 

investment in the production of feature films. They were introduced in March, 1999. 

Thus, the film will be qualified for obtaining automatic support if comply with following   

three different criteria39: 

- Nationality of the producer (European company established in France is 

required 

- European film qualification (based on a system of 18 European points) 

- Subsidy award proportional according to a points system 
                                                 
39 Under the former regime, the level of access to subsidy was determined exclusively by the co production 

agreements between France and other countries. This process entailed balancing financial contributions 

from each country with levels of local expenditure and artistic input. Under the new system this approach is 

abandoned altogether. How does the new system function is presented in the Annex IV.  
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Distribution 

Distributors can also benefit from automatic support. The sums paid to their account are 

proportional to the exploitation receipts for their films on the market, as long as they are 

French or French co productions. The sup paid to their account must be reinvested in the 

production and/ or distribution of a new approved film.   

 

Exploitation 

Box-office receipts in cinemas generate an allocation of financial support for cinema 

operators. The allocation is proportional to the amount of tax received on the ticket price. 

This support is intended to finance equipping and modernisation work, along with the 

opening of cinemas.    

 

Video Publishers 

Financial assistance to make videos intended for private use is awarded to video 

publishing companies subject to tax on sales and rentals on videos (video-tapes and 

DVDs). The automatic support aimed at video publishers that sell/ rent French films 

which have been accredited and on general cinema release for at least six years.  

 

2.3.2.1.2 The Selective support 

This type of support is aimed to: 

- Film production in a form of advance on receipts and developmental 

assistance; 

- Film distribution in a form of support to distribution companies or 

individual film projects 

- Film exploitation in a form of support to: cinema theatres working in 

areas with insufficient facilities, cinema theatres that promotes art and 

experimental cinema and regional film distribution (printing of film copies 

for medium and small cities)  

- Film promotion in a form of support to: festivals and film export, technical 

industries and promotion of the local screenings 
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Production 

The advance on receipts is an interest-free loan to filmmakers and producers, repayable 

only from net profit. It was introduced in 1960 with aim to promote renewal and 

creativity by encouraging people to make their first film and by supporting quality, 

independent cinema that dares to break the usual market prototype. Projects are granted 

by the General Director according to the selection made by a four member committee of 

well known personalities within the industry. Each member of the committee examines 

specific projects: pre-production applications for an advance for producers who have 

already made at least one feature film, post-production assistance applications and 

application for assistance at the script-rewriting phase. The scriptwriter or director 

presents the film project in front of the commission and if the project is accepted the 

support will be given after the realisation of the film or on the first day of screening. 

 

Since, 1993 feature films production companies have been able to obtain development 

assistance for their projects (fiction, animation or documentary.) To increase the 

commitment of producers during the high-risk investment phase, the CNC allocates 

assistance to companies that implement a development programme for one or more 

projects. The language criteria are very important; the film must be in original-language 

version or in a regional language spoken in France. This assistance applies to the various 

scriptwriting phases.  

 

The CNC gives special type of assistance to a non-French language feature films, which 

have undeniable artistic quality. This support is known as: Assistance for foreign-

language films. This assistance may be applied for before or after production. The 

producers that apply must already have made at least two feature films and to be 

relatively well-known (festivals, films realised in France etc). The application must be 

submitted by a French producer. After consultation with the expert committee, the 

General Director of the CNC issues decision as to whether this assistance will be granted.     

The assistance given is repayable from receipts.  
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In 1948 the Ministry of Foreign Affaires and the Ministry of Culture and Communication 

(CNC) set up The South Cinema Fund (Fond Sud Cinéma). The intention of this fund is 

to enhance the work with producers from Sothern countries and promote making films 

with strong cultural identity. Producers eligible for this assistance are those coming from: 

Africa, Latin America, Caribbean, the Middle East (all countries except for the United 

Arab Emirates, Saudi Arabia, Bahrain and Israel), Asia (all countries except Korea, 

Japan, Singapore and Taiwan), Central and Eastern Europe (Albania, Bosnia-

Herzegovina, Croatia, Serbia, Montenegro, Macedonia, Armenia, Georgia, Azerbaijan, 

Kazakhstan, Kyrgyzstan, Uzbekistan, Tajikistan, Turkmenistan). 

 

As part of its general policy to support film-making, the CNC gets involved at various 

stages of short film (writing, production, promotion and distribution) through selective 

and automatic support, either directly or through the organisations that is subsidies. At 

production level, the CNC selectively awards financial assistance for short films via 

specialised committees, either at the project stage (financial contribution), or after their 

completion (quality price). Altogether, around a hundred films are helped in this way 

every year. At the distribution level, the mechanisms are manly aimed at feature film 

producers and operators who promote the distribution of short films in cinemas.  

Finally, the CNC supports several short film festivals and automatically introduces short 

films into cinema awareness champagnes among young people.   

 

Distribution 

Distribution companies with sufficiently regular and significant volumes of business and 

of recognised editorial quality can be supported by the CNC for an annual film 

programme (a minimum of four films). Company that have benefited from programme 

assistance may also claim structural assistance if they are rather financially vulnerable.  

The CNC thus encourages the development of companies that cannot commit to four 

films, but for which the quality of the portfolio or films already realised is recognised. 

These companies can also submit their films for selective assistance on a film by film 

basis. This type of assistance can be given to the companies that have not received 
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programme assistance. It can take the form of either repayable advance on distributors’ 

promotion/ publishing costs, or payment for printing of copies (subsidy). 

 

Companies that devote all or most of their distribution activities to heritage can also 

benefit from structural assistance as long as certain conditions are met.  In all cases, this 

assistance takes the form of a subsidy.  

 
Assistance for small-scale films is another type of selective assistance that helps the 

foreign quality works which are little known in France to be discovered and 

commercially distributed. A film that can apply for European distribution assistance 

(Media or Eurimage) on the grounds of its nationality cannot apply for assistance of the 

small-scale film type.  

 

Exploitation 

To make sure that the right balance is achieved between supply and cinema operators and 

to foster a regional development policy that protects cultural and economic life, selective 

assistance is awarded for creation and modernisation of cinemas. These types of 

assistance are awarded to areas with insufficient facilities, particularly in rural sectors, 

peripheral zones around large cities and to help art and experimental cinema.  

Cinema operators that maintain an alternative programme in the face of competition may 

also benefit from a subsidy, as long as their cinemas are located in Paris or other major 

cities. 

There is a special commission within CNC that qualifies the cinema operators that can be 

labelled as Art and Experimental, which present works with undeniably artistic 

qualities. Thus, short films that are poorly distributed, which have undeniably qualities 

and “screen classics” find the audience they deserve.  

Moreover, as partner of the European Commission within the Europa-Cinema 

association (a structure that manages assistance to cinemas in the Media programme) the 

CNC promotes European cinemas running a programme of mainly European work.  
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Film promotion 

The CNC supervises and directly supports some national and international film and 

audiovisual festivals, which encourage original works and improve their market access, 

either through cinema release or through future television broadcasting. Almost all 

promotion events in the cinema and audiovisual sector at the present are regulated by the 

Regional Departments for Cultural Affaires (Les Directions Régionales des Affaires 

Culturelles – DRAC) which have decentralized funds on their disposal for this purpose. 

By the end of 2000, the CNC has completed its decentralization policy for support of the 

cinema and audiovisual festivals. Some of the festivals directly supported by CNC in 

2001 were: the Cannes Film Festival, the International Film Critics Week, the FIPA 

(television), the Paris Film Festival etc. While, the following events benefited from 

decentralized funding: the Clermont-Ferrand Short Film Festival, the Annecy 

International Animation Festival, Premiers Plans in Angers, Cinéma du reel 

(documentaries) etc.  

 

The digital revolution is as much a cultural revolution as it is a technical one. The CNC 

has realised this and the possibilities of the new technologies. The Internet offers French 

and European cinema and audiovisual industries new distribution channels. Moreover, 

new multimedia players also deserve support since the vitality and diversity of French 

creative and industrial products depends on them. Therefore, in 1989 the Ministry of 

Culture and the Ministry of Industry set the assistance fund for multimedia publishing, 

authorised to award advances for production of high quality products. The funs initially 

supports projects on optical media (CD-ROMs, CDIs, CDTV), yet in 1996 it was 

extended to cover programmes published on-line. Moreover, since 1998 aimed to 

encourage export of these products, the fund introduced location assistance (translation to 

foreign language and adapting to foreign culture).  

 

Supporting the exposure of French cinema abroad is one of the CNC’s major 

objectives.  Therefore, there are several types of assistance in this regard. The assistance 

for publishing materials, available to French export and production companies for the 

purposes of canvassing for the sale of French films abroad. This support includes all 
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canvassing materials: subtitling, English-language brochures, Internet site etc. Since, 

1992 the CNC has also supplied number of free copies of French films to distributors in 

Central and Eastern Europe, the Middle East, Africa and Latin America. Upon 

recommendation of a committee it may also provide assistance for foreign distribution of 

some French films. The major role in this action plays the Unifrance International Film 

association (UFI) whose working is under the direct supervision of the CNC. UFI is 

responsible for promotion of French cinema abroad; it has about six hundred members: 

producers, exporters, directors and actors. The association is involved in every stage of 

the life of a French film abroad, from its selection at recognised film festivals through its 

presentation on international markets, to its commercial release in one or more foreign 

territories. UFI also participate on all major international film festivals and markets. 

During certain campaigns and when films are realised, UFI promotes French films with 

the participation of French actors and distributors.  

 

2.3.2.2 Broadcasters’ contribution to film production 
 

Production companies and television channels are the main investors in French films. TV 

channels provide 40.2 % of the budget on average.  

 

Apart from its fiscal obligations to pay tax (5, 5%) on their annual turnover, the television 

channels had to invest in new cinematographic productions. The television is one of the 

biggest competitors to the cinema. Aiming to maintain the continuity in the development 

of the cinematographic works the state intervene and oblige the TV channels to support 

cinematography by investing certain percentage of their yearly turnover in new 

productions, obtaining the status of co producer. These investments are direct 

contribution of the TV channels and they do not go into the CNC budget. Each TV 

channel has its production department which is responsible for communication with the 

producers and collection of their new film projects offers.     

 

Thus, whatever the broadcasting medium or mode (terrestrial, cable, satellite, digital or 

analogue), public and private broadcasters whose main objective is not the broadcasting 
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of cinematographic works and which broadcast at least 52% full length cinematographic 

works per year must devote at least 3, 2% of their net turnover of the previous year to the 

production of cinematographic works, with at least 2, 5% being spent on works originally 

made in the French language. This is the case of TF1, M6, France 2, France 3 At least 

three-quarters of the expenditure related to the contribution to the development of 

cinematographic production must be devoted to independent production, according to the 

criteria that takes into account both the cinematographic works and the company that 

produced it.   

 

The terrestrial pay channel – Cannel Plus is requested to make more substantial 

investments because it is a cinema channel. Each year Channel Plus devotes at least 12% 

of the year total resources to use pre-purchase of broadcasting rights for European 

Cinematographic works and at least 9% to the purchase of broadcasting rights for works 

originally made in the French language. At least 80% of the amount of its obligation is to 

pre-purchase broadcasting rights for European Cinematographic apply to exclusively 

broadcasting rights acquired before shooting starts.  

 

A special scheme applies to Franco-German channel Arte, and the arrangements 

outlined above do not include any obligation in respect of its contribution to 

cinematographic production. In fact, the channel does nevertheless comply with the 

investment obligations of the French system and even goes beyond them, investing as 

much as 5% of its turnover, through its subsidiary Arte France Cinéma.  

One of the most important things herby is the statues of independent producer or which 

cinematographic works may be counted as independent productions. The notion of 

independent production is fundamental to preserving the separation of the functions of 

producer and broadcaster and thereby the pluralism of sources of creation, which is all 

the more necessary in the face of the strong current trend towards vertical concentration. 

At least three-quarter of expenditure on contributions to the development of the 

production of cinematographic works must be devoted to the independent production.   
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For a cinematographic work to be treated as independent production, the broadcaster may 

not acquire more that two exclusive showing over a period limited in each case to 

eighteen months. Also, the broadcaster can not hold more than one category of secondary 

rights of commercialisation instructions in the following list of types of exploitation: 

- exploitation in a cinema theatre; 

- exploitation on a television service other that the service that broadcaster 

edits: 

- exploitation in video form; 

- exploitation on an on-line communication service; 

- exploitation in cinema theatres in other countries, video and television; 

 

However if the broadcaster devotes more that 85% of is expenditure to development of 

independent production, secondary rights or commercialisation instructions may be held 

for two types of exploitation, although exploitation on a television service and 

exploitation in another country  may not be agreed. The decision on qualifications lies 

with CSA (Conseil supérieure de l’audiovisuel/ National audiovisual regulatory body), 

after obtaining the opinion of CNC. 

 

The independency of production company must also be appreciated on the basis of 

capital connections between the broadcasters (or their shareholder) and the producer. The 

criteria for independence involve the proportion of broadcaster’s share in the production 

company’s capital, the absence of supervision by a shareholder or group of shareholders 

who also supervise the television service, how long exclusive rights last, the number of 

showing acquired and whether instructions and secondary rights necessary for 

exploitation of the work are held. 

This scheme maintains the principle of relative independence in relation to any television 

services editor. The notion of cinematographic works and independent production are 

identical, whatever it is a matter of the contribution to cinematographic production made 

by public or private broadcasters, whatever the medium used. The regulation also 

imposes obligations of the same kind at those applicable to terrestrial broadcasters used 
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cable, satellite and terrestrial television in analogue mode on broadcasters using the same 

formats in digital mode.       

 

2.3.2.3 Other financial mechanisms 

 

2.3.2.3.1 SOFICAs 

(Les sociétés de financement de l’industrie cinématographique et de l’audiovisuel) 

The law for creation of SOFICAs (Sociétés pour le Finacement de l’industrie 

Cinématograpgique et Audiovisuelle) was accepted by the parliament in 1985. It was a 

legal act for creation of a new financial source dedicated exclusively to support 

cinematographic and audiovisual works. SOFICAs are investment companies that give 

money in specially created funds. The composition of the capital (its set up or 

augmentations) in these companies is approved in a special agreement by the Ministry of 

economy (Direction Générale des Impôts – DGI), verified by financial market authority 

(l'Autorité des marchés financiers - l’A.M.F) and then assigned to CNC. A government 

commissioner sits in their Board of Directors. Thus, SOFICAs have to present their 

business status in front of DGI and ask for agreement that will allow them collection of 

funds. The overall annual amount of funds can not be bigger than 46M€ (a financial 

ceiling settled by DGI).  

The statutory duration of SOFICAs is 10 years from their initial registration within the 

Trade and Company Register (Registre du Commerce et des Sociétés)40. 

The same shareholder cannot hold (in)directly more than 25% of the SOFICA’s capital, 

during the first 5 business year.  

The funds assets are practically coming from private investors who in return to their 

investments benefit from an important fiscal advantage. Therefore, all physical persons 

subscribe with certain amount in SOFICA can deduct their net taxable revenue, in the 

amount equal to their investments but, not more than 25% of the total amount of their 
                                                 
40 In the case of augmentation of the capital, the life of Sofica can be prolonged for a year. In this case the 

preliminary shareholders have priority on the capital gain.   

 

 

 



 52 

taxable revenues (in the limit of 18.000€ per fiscal year) being aware that they must 

preserve the subscription in the period of minimum five years for no guaranteed and eight 

years for guaranteed fiscal advantage. 

Since, 1993 some SOFICAs from the subscriptions managed to guarantee a redemption 

value at the end of the eight year, others play the risk of value and dissolve nearly after 

the expiry of the legal period of 5 years eligible to guarantee them their the fiscal 

advantage.      

SOFICA invest in film production and the money given would reimburse according to a 

quota from the receipts that the film will make it afterwards. To profit from the guarantee 

(in 2000, it accounts for 85% of the nominal action’s value), the funds are blocked during 

eight years; the financial return comes in between the fifth and the eight year, taking in 

account the risk of the initial value. The returnable rate that SOFICAs guarantee is 

generally around 7%, including the fiscal advantage.  

The investments of SOFICAs: 

90% of the collected funds must be invested in the period of 12 months following the 

conferment agreed by DGI. The 10% remain can be placed in remunerated liquidities.  

The SOFICAs investments can be in a form of subscriptions to the capital of 

cinematographic and audiovisual production companies or direct payments for realization 

of certain film project. The second one is realized in respect to a contract between the 

association and production, which is controlled by CNC. The sum invested cannot exceed 

50% of the final total cost of a same work. The money is transferred before the shooting 

starts.  

The SOFICAs are not co-producers, nor distributors: as benefit to their investments, they 

profit from the receipts’ rights of future exploitations. On the legal level, SOFICAs have 

no obligation no obligation to reinvest the returns of the investments. These sums can be 

placed in productive accounts of interests. 

 

2.3.2.3.2 IFCIC 

 (Institut pour le financement du cinéma et des industries culturelles) 

The main goal of this mechanism is to facilitate the access to bank credit for the 

independent producers and distributors. Access to bank credit is one of the key factors 
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that will help the independent film production and distribution taking in account that the 

various sale contracts of a film are paid only once the film is finished and delivered. This 

delay creates a strong need of cash flow for the producer in order to finance the shooting 

and post-production of the film: The producer therefore has to discount the sales 

contracts with banks or credit institutions in order to cover the expenses during the 

production of the film. 

However, lend very little credit to the audiovisual sector, except under very restrictive 

conditions and at very expensive rates, because of the high risks of this sector and the 

financial weakness of a large majority of companies (almost all of them being SMEs). 

The France is the only country in which the banking sector is ready to share the 

completion risk of a film production.  

 

The IFCIC was created in 1983 in order to facilitate access to bank credits for 

independent producers and distributors. The IFCIC manages a guarantee fund, funded by 

the CNC, which enables to guarantee every year over 230 M€ credits to production and 

distribution companies. The annual CNC contribution is about 5 M€, which means a 

leverage effect by 40 times (in relation to 230 M€ credits) : IFCIC is funded by CNC on a 

statistical basis with regard to the historical data of losses incurred on the past 20 years 

(less than 5 % on production credits). 

 

It works as like this: the bank takes a risk by making a credit equal to the amount of 

money agreed in the various pre-sales contracts of the film. In order to reduce its risk, the 

bank asks for the intervention of IFCIC as a risk sharer, for about 50 % of the loan. 

Therefore, if the producer is unable to pay back his loan, the loss for the bank would be 

cut by half. 

 

IFCIC, and its bank partners (Coficiné41 and Cofiloisirs42 – both acknowledged by the 

EIB under i2i initiative) have already developed strong expertise in European production 

                                                 
41 NATEXIS COFICINÉ S.A -Capital Company formed in 1947 as a private initiative. In the mid ’80 they 

are actively developed their activities by co-financing of loans for the production and distribution of French 
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and distribution: when a European producer sets a co-production with a French partner, 

even if latter on holds a minority share of the film, IFCIC guarantee can be given to the 

credit granted to the non-French European producer. 

 

The project aims at opening access to all European producers and distributors, to a 

specific financial facility, which exists only in France today; by making eligible to the 

IFCIC guarantee the following credits: 

- credits to non-French European producers for the financing of European films (with 

no participation of any French co-producer), 

- credits to European distributors for financing the distribution of French works, 

- credits to French distributors for distributing non-French European films. 

 

The contribution, which might be brought by MEDIA, would be backed itself by the 

guarantee fund of the IFCIC, and, therefore, would benefit, from the very start, from a 

mutualisation with the global fund financed by CNC. In particular, it would benefit 

immediately from the 40 times leverage effect. Therefore, 1 M€ brought by MEDIA 

would enable to guarantee 40 M€ credits in favour of non-French European producers 

and distributors. 

 

2.3.2.3.3 Foreign co productions 

 In number of cases the finances that the producer provides on the national territory (in 

this particular case – France) can not be enough for realisation of his film project. One of 

the possibilities to cover the insufficient part of the money is to involve other foreign 

producers who will invest money in the same film project.  

                                                                                                                                                 
or European cinema and audiovisual works. The main goal is to Support for additional capacity to finance 

small and medium-scale projects in the audiovisual sector 
42 Cofiloisirs – this capital company was originally created by the UGC group and Stern Bank initially to 

finance the cinema theatres. Afterwards it was reoriented to financing cinema and audiovisual production. 

Their main stakeholders are: O.B.C, BNP Paris, UGS and Dexia Banque Privée France. In 2003 Cofiloisirs 

created the Soficinema (SOFICA) which has positioned it self in very original way on the market in regard 

to the other existing SOFICAs.  
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Likewise, the co production is an entry condition to a certain specific finances, whether 

agreed on bilateral level or on multilateral level. 

France’s film partners are primarily other European countries. France has most develop 

bilateral co-production relation with the following EU partners: Italy, Belgium and 

Germany. The most prolific non-European partner of France is Canada. 

Expressed in number of co-productions: 

- 60 out of a total of 171 French qualifying films made in 2000 were co-produced with 

one or several partners 

- 34 of these were French majority co-productions and 26 were French minority co-

productions  

 

2.4 The Regulatory system 

 Feature film production 

Any producer, who wants to invest in a film and thus benefit from the selective or 

automatic support to the film production, must obtain an investment approval from CNC 

before shooting begins. This is mandatory or optional depending on the type of finance 

applied for.  

After the film has been made it is mandatory to obtain the production approval. In the 

case when a film cannot obtain a production approval than any CNC funds invested by 

the producer in production and preparation of the feature film must be paid back to the 

CNC. The “Approval Commission” is informed on any investments approval application 

and gives its opinion on all application submitted to the CNC. 43 

 

 Film classifications  

The Ministry of Culture and Communication (CNC) issues an operating licence for 

screening of films in cinema theatres. The operating licence for a certain film is issued at 

the recommendation of the Classification Board44, made on the basis of the film and all 

                                                 
43 Decree no. 99-130, 24 February 1999   
44 The composition and operation of the Classification Board is stipulated by Decree no. 90-174, 23 

February 1990  
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its promotional materials. This Board can issue distribution restrictions to certain 

categories of film, for example: the under 18s are bared from admission to see x-rated 

pornographic or violence-inciting films. This type of films are excluded form any 

financial automatic and selective assistance. 

 

 Public Register of Cinema and Audiovisual Production 

(Le Registre Public de la Cinématographque et de l’Audiovisuel – RPCA) 

The aim of the register is to guarantee the transparency in contractual relationship 

between the cinema and audiovisual professionals and to set up a unique safeguard 

system (security and delegation of receipts), make it easer to have access to credit.  

The RPCA guarantees the publication of acts, agreements and decrees relative to the 

production, distribution, representation and exploitation of audiovisual works.  

 

 Legal filing  

All the films that have been awarded an operating license and shown for the first time in 

the country are subjects to mandatory legal filing. The film has to be filed on 

photochemical medium and CNC is responsible for regulation this activities. The 

producer or distributor (for imported films) are obliged to make a single copy filing in the 

period of one month from the first public screening of the film (6 months for short films). 

Also, the press book, synopsis and technical data sheet along with advertising materials, 

especially trailers, posters and photographs are enclosed to the film copy. The copy must 

be filed in an intermediate form allowing either a positive copy or negative to be 

obtained, or failing this in a form of a new positive copy of perfect technical quality. The 

copy field must be identical to the copy submitted to the Classification board for 

examination. 45 

 

 Monitoring of the receipts 

The CNC has responsibility to monitor the box-office receipts for film screened in 

cinema and making sure that these are passed to the distributor. Cinema operators are 

required to issue to every cinema visitor a regularly ticket as a proof of payment provided 

                                                 
45 According to the law of 20 June 1992, the CNC is responsible for the legal filing of the films  
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by CNC bearing his/her name or printed and issued by an automatic cash register or 

computer system. The cinema theatres are also required to hold a special operating 

register, along with the daily box office receipts, an indication of the programme and the 

numbers of the used tickets. Every time the programme changes, at least weekly, they 

must send the CNC a declaration of receipts and the other information from the 

operational register. 46 

 

 Professional ID cards and operating authorisations 

According to the Filmmaking Industry Code, everyone involved in the making of a film 

(producers, assistance, cameraman, director, editor …) must obtain for his/her function a 

professional ID card issued by CNC, which are valid indefinitely. A person can hold 

several IDs, yet in one film production he may be engaged to work only on particular 

position. A company working in a particular branch of film industry (production, 

technical, distribution, exploitation etc.) may exercise its activities after receiving an 

operational licence issued by the CNC.  

 

2.5 The CNC’s International action 
The CNC’s European and International Affairs Department (La Direction des Affaires 

Européennes et Internationales – DAEI) is responsible for defining and applying the 

multilateral cinema and audiovisual policy, whether it is European or international 

(World Trade Organisation - WTO, Organisation for economic cooperation and 

development -OECD).  

Europe 

Besides, the MEDIA Programme, the DAEI supervise the implementation of the 

“Television without Frontiers” Directive. The DAEI also monitors and analyses the 

negotiating position of the EU related to cultural and audiovisual issues for the central 

and eastern European countries and their admission to the EU. It is also competent to 

notify Brussels of assistance systems set up by the CNC and thus monitors the policy of 

the Competition Directorate General in the field of assistance and competition. At last, it 

                                                 
46 According to article 2-3 of the film-making industry code, the CNC is responsible for monitoring box-

offices receipts for films screened in cinemas and making sure that these are passed on the distributors.  
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monitors the main files of the cross border scope with direct or indirect impact on film 

and audiovisual policies, such as questions relative to the information society and 

convergence, electronic commerce, new technologies etc.  

 

International  

The DAEI takes part in ongoing negotiations within multilateral authorities and in the 

context of bilateral relations with the EU (New Transatlantic Agenda, Agreements with 

Mexico, Chine, Mercosur, Japan etc.) Since, 1970 the department has also been involved 

in the negotiations of co-productions agreements with more then 40 different countries 

(western and eastern Europe, North and Sought America, Africa, Australia and New 

Zeeland etc.) 

 

III. Final observation and analyses of the EU Audiovisual Policy in regards to 

public support mechanisms to audiovisual industries introduced on national 

level in the European countries  

One of the main concerns of the EU audiovisual policy is the issue of competitiveness 

and fight against the domination of the non-European works (manly from US origin) on 

the European market.  Since the early 1980s, within the framework of this policy, the EU 

has conceptualised audiovisuals as a means of creating a new identity space that should 

get along with the political and economic space of the Union. 

The promotion of European feature films is very important part of the overall audiovisual 

policy because the cinematographic works can be commercially exploited and can 

increase the employment of new professionals within the sector.  In addition to this the 

cinema plays a huge role in affirmation and enhancement of the state’s position and 

cultural impact on global cinema market. Due to the significant role of cinema as a 

promoter of the new European identity space and its possibility to produce economic 

effects within and outside the internal European film market, in the recent years the 
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cinema sector attain interest within the EU institutions: the European Commission47 
the 

European Parliament48 
and the Council of Europe49. 

1. The duality of film nature and its manifestation within the EU Audiovisual 

legislation   

The EU intervention aimed at promotion of the process of European economic integration 

and creation of common market for free circulation of the audiovisual works. This free 

market policy subsequently creates commercial attitude towards film products. Yet, 

because of its strong cultural implication, the film cannot be treated as any other 

commercial good. For this reason, each country on its national level develops different 

public support mechanisms aiming to protect its cultural identity. On one side, these 

mechanisms should practically correct the work of the market. On the other side, the EU 

takes this free market policy as one of its priorities and thus, intervenes and restricts the 

quantity of public support to film industry introduced on national level50. 

Nevertheless, the obligation to preserve cultural diversity is equally constitutional part of 

the EU legal order51. Therefore, the EU audiovisual policy has been challenged to 

                                                 
47 Commission of the European Communities - Cinema communication of 26 September 2001 (published 

in OJ C 43 on 16.2.2002), (2004/C 123/01), Brussels, 16.3.2004 

http://europa.eu.int/eur-lex/en/com/pdf/2004/com2004_0171en01.pdf  
48 Resolution on achieving better circulation of European films in the internal market and the candidate 

countries, 2001/2342 (INI), adopted on 13 November  

49 Council Resolution of 12 February 2001 on national aid to the film and audiovisual industries [Official 

Journal C 73 of 06.03.2001] - http://europa.eu/scadplus/leg/en/lvb/l24221a.htm  and Council Resolution of 

21 January 2002 on the development of the audiovisual sector (2002/C 32/04) 

http://www.ebu.ch/CMSimages/en/leg_ref_ec_resolution_dev_audiovisual_sector_210102_tcm6-4278.pdf 

50 More on this subject– in the text by Nils Klevjer Aas ‘CHALLENGES IN EUROPEAN CINEMA AND 

FILM POLICY’ on-line publication of the European Audiovisual Observatory (Reaction on the European 

Commission decision on admissible public support for film production in its member states not to be more 

than 50%) - http://www.obs.coe.int/online_publication/reports/aas.html  
51 Article 151(4) of the EC Treaty requires that the European Union take cultural aspects into account in all 

of its activities. Its political actors are thus to ensure the "cultural compatibility" of all decisions taken –  

http://ec.europa.eu/culture/eac/sources_info/official_doc/article151_en.html 

http://europa.eu.int/eur-lex/en/com/pdf/2004/com2004_0171en01.pdf
http://europa.eu/scadplus/leg/en/lvb/l24221a.htm
http://www.ebu.ch/CMSimages/en/leg_ref_ec_resolution_dev_audiovisual_sector_210102_tcm6-4278.pdf
http://www.obs.coe.int/online_publication/reports/aas.html
http://ec.europa.eu/culture/eac/sources_info/official_doc/article151_en.html
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combine the audiovisual dichotomy (cultural/ economic) and to create legal bases that 

will improve the competitive capabilities of the audiovisual industry with respect to its 

cultural dimension. So, the two main objectives of the policy are: 

- establishment of an internal market for the audiovisual sector and  

- promotion of the cultural diversities 

The first objective is economical and depends on different instruments and regulations 

such as standardisation, economy of scale etc. that lead towards market homogenisation. 

The second objective is more qualitative, according to which the Community has to 

enhance the diversity of expression and pluralism of supply among and within their 

member states. The combination of these two elements is certainly a big challenge for the 

EU legislative bodies. Until now, throughout different support programmes and 

regulations the EU is trying to bear both objectives regardless their opposing effects. For 

example, TVWF Directive and MEDIA Programmes are enhancing the development of 

the European audiovisual industry and the single market policy, creating favourable 

conditions for SMEs working in the audiovisual sector. Likewise, the MEDIA Plus/ 2007 

together with i2i Audiovisual Initiative of the EU Commission and the EIB Group are 

focus on promotion of the competitiveness of the audiovisual industry and the 

development of European content. Moreover, the Council of Europe’s Eurimages fund 

supports co-production of European works and to a lesser extent distribution and 

cinemas.  

 

 The Contradiction within EU legislation  

Within the Article 87(1) of EC Treaty is stated that the EU member countries are not 

allowed to support certain undertakings or productions of goods on national level that can 

distort the competition on the internal market52. Thus, the EU provisions concerning 

competition apply without exception to all profitable activities no matter if they have 

economic, cultural or social nature. On contrary, as mentioned before one of the 

                                                 
52 Article 87 (1) of the EC Treaty (…any aid granted by a Member State or through State resources in any 

form whatsoever which distorts or threatens to distort competition by favouring certain undertakings or the 

production of certain goods shall, insofar as it affects trade between Member States, be incompatible with 

the common market…) 



 61 

constitutional tasks of the EU introduced with Article 151(4) of the EC Treaty is to 

preserve cultural diversity. Besides, the EU Commission has competence to check the 

extent of public support dedicated to the film industry on national level and the 

compatibility of the support system with the EU statutory provisions. 

It becomes clear then that the aim (of Article 151/ EC Treaty) to extend the cultural 

activities and establish right division of roles between member states and the Community 

regarding cultural issue, wasn’t properly achieved; at least not as far as the cinema aid is 

concerned. As a consequence, the relationship between the national cultural autonomy 

and the EU competition competence has to be treated more attentively further on.  

2. The level of competence of the European Commission to regulate the 

national systems of support to the audiovisual industry 

In the previous chapter we analysed the duality of film nature and the consequences that 

provoke regarding the regulatory competence on national and supranational level.  

The Commission53 clearly stated the level of admissible public support for European film 

production. Using competition policy arguments and evaluation criteria, the Commission 

was of the opinion that 50% public funds was the absolute maximum allowed for 

supporting film production in member states. This shows how policy considerations 

related to trade and competition do affect traditional national cultural priorities and 

measures in a way which is far beyond cultural policy. 

The EU Parliament reaction on the Commission, Cinema Communication54 was 

presented in a form of report55 in which it was clearly stated that the Commission should 

have more flexible attitude towards national support systems to the audiovisual industry 

and should take in consideration the genuine cultural and industrial needs of the 

cinematographic and audiovisual sector. The Parliament criticised the EC Treaty 

regarding its rigidness to deal with the dual nature of the film sector. Also, it proposed to 

                                                 
53 Commission communication: OJ C 43, 16.2.2002; COM(2001) 534 
54 Ibid. 
55 Report on the Commission Communication on certain legal aspects relating to cinematographic and other 

audiovisual works 
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the Commission to have relaxed rather that constricted relation towards the issue of 

competitiveness of the audiovisual industry.  

The Commissions’ criteria were also criticised by the European member states and the 

film professionals working within. According to them the Commission restricts the 

development of their national audiovisual industries forgetting the fact that the position of 

the national films within their own markets is very fragile and the competition that exists 

on national markets from other EU countries is marginal compared to the competition 

from non-European (mainly US) films.  

The Commission took in consideration the reactions of all parties involved in the 

audiovisual industry and adopted a decision to renew the 2001 communication until June 

2007, extending thus the validity of the guidelines criteria for another three years. 

3. Conclusion 

The EU film policy is trying to make adjustments between art and commerce respecting 

in the same time the forces of the free market and the values of cultural diversity. The 

compromise solutions do not satisfy entirely the promoters of ‘cultural exception’ nether 

the proponents of free market. Although, the Community seriously takes in consideration 

the duality of the film sector and works on creation of compatible system that should 

make balance between cultural specificity and economic integration, yet lots of things in 

this favour remain to be taken in future.  

Other questionable aspect is the level of competence of the Commission to regulate the 

quantity of public support to audiovisual industry (especially to cinematographic 

production) within the member states of the EU. The regulation criteria introduced with 

the Commission, Cinema communication in 2001 significantly limited the level of 

national aid to the film industry.  Hopefully, after the reactions of the Parliament and the 

European film professionals, the Commission reconsidered the regulations and adopted a 

decision to renew the criteria. This time the Commission has to have more admissible 

attitude towards the national systems of public support to the industry and must respect 

the different cultural values of the countries. Until now, the relations between cultural 
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values (both at the European and national level) and the objectives of market integration 

still remain negotiable in the context of European audiovisual policy.  

The EU is challenged to make efforts and find solutions for creation of more sustainable 

European audiovisual policy.  The level of admissible national support to the industry is 

considerably important issue. The Commission must have tolerant attitude and remove 

the worries of the proponents of the cultural diversity and contribute to the process of 

promotion of the cultures of their member states. Nevertheless, in a long term the 

competencies of the EU in the filed of audiovisual sector has to be more precisely defend. 

Moreover, the Community has to clarify the priorities of the European audiovisual policy 

by establishing a clear hierarchy that subsequently will increase its legitimacy. 
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FILM FINANCING IN CERTAIN COUNTRIES FROM THE BALKAN REGION 

 

I. Balkan Film Industries 

 
1. The regional context 

Film industries in the Balkan region originally developed in the early twentieth century. 

However, only after Second World War the systematic production patterns were 

established, whereas national cinemas begin to take shape. This was the time when most 

studios in the region were built and film production thrived from the 1960s through the 

1980s. 

The process of transition in the last 15 years provoked many problems to the film 

industries in the Balkan countries, as key ones can be considered the following:  

 

 The process of privatisation and reorganisation of the production domain 

 Lack of alternative financial sources 

 Difficulties in attracting the foreign capital 

 Inexistence and necessity for creation of independent bodies that will organise the 

functioning of this sector  

 

The shift to a market economy affected every level of the film industry from its basic 

infrastructure to its way of financing and administration. This provoked the following 

changes in the Balkan film industries: a sharp decrease in state subsidies, empty studios 

looking to attract foreign film crews, disappearance of domestic films from the 

circulations and lots of unemployed film professionals. The funding crisis led to 

shrinking production, where as its financing moved from unit-based studio system to 

producer-driven undertakings. The state subsidies become the most wanted and contested 

financial resource. In the same time, the involvement of national television networks in 

film production became of crucial importance, along with the international co production 

funding and the expanding sector of private financing. Most of the studios became 

partially or fully privatized, and today they compete in attracting foreign film crews to 

shoot on location. Regarding the penetration of the American film the situation on the 
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Balkan is similar to the situation on the European market. It is easier to see American 

than locally made films. There is a selective distribution of other foreign films from 

Europe and elsewhere, often under the auspices of Eurimages's support for distribution 

programs and in general the locally made films are poorly distributed. The attendance to 

cinema theatres also sharply decried in this period of transition. There is some public 

support for film exhibition but this action is varying from country to country in the 

Balkan region.  

 

2. The new challenge of the Balkan film industries  

Taking as example the well functioning models of the film industries in some of the EU 

countries there is a challenge for the Balkan to overcome the negatives effects of the 

process of transition and introduce the new system of functioning of its film industries. 

This system should be based on new laws that had to cover the overall domain and assure 

support to film production, distribution and exhibition. Therefore, it should be accepted 

different financial mechanisms based on the fact that the public support is necessary not 

only for the augmentation of the production capacities but also for the prevention of the 

linguistic and cultural identity. This will reflect positively to the development of the 

market for film production and will supplement the decrease of the state budget resources 

that so far were the main financial assets directed to this cultural field.  

Herby, it is good to be mentioned the initiative of the European Investment Bank for 

stimulation of the investments in the Small and Medium Enterprises working in the 

audiovisual industry.  This way there is a potential for development of types of legal 

subjects that in respect to the principals of loyal competition will have the power to take 

equal part on the European audiovisual market.  

Likewise, almost all the countries from the Balkan have signed and ratified the European 

Convention of Cinematographic Co production that opens new possibilities for 

integration processes, which obliged them to harmonise their working practice according 

to the EU legislation. Their membership in Eurimages opened the access to the European 

funds and new models of creative and economic connections. 
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3. The regional cooperation in film industry domain 

On the way towards integration within European Union each Balkan country is working 

on creation of firm socio-political and economic base and harmonisation with the EU 

legislation. This also refers to the film industry acts and regulations. For some of them 

already being member states of the Union this is obligatory for the others it’s a way to 

easier the process of admission and gradually adapt its working systems according the 

propositions of the European Audiovisual policy.  

However, the Balkan countries are not forgetting the importance and possibilities of the 

regional cooperation. Thus, except the bilateral co-production arranged between the 

regional states in the last several years there were few initiatives that promote and support 

regional film production and multilateral cooperation.  

 

3.1 The Balkan Fund Thessaloniki International Film Festival Script Development 

Fund56 

The international Thessaloniki Film Festival has realised the importance of the 

screenplay to the artistic and commercial success of a film project and thus, from 2003 in 

the frames of the festival has established the Balkan script development fund. The film 

screenplay is the least costly phase of the overall production process, which significantly 

reflects on all further phases of the realisation of the film project.   

The Balkan Fund is an initiative of the Thessaloniki International Film Festival and is 

co-financed by the CNC and the Goethe Institute. The aim of the fund is to provide 

financial support the film projects from the following Balkan countries: Albania, Bosnia 

& Herzegovina, Bulgaria, Croatia, Cyprus, Macedonia, Greece, Romania, Serbia, 

Montenegro, Slovenia and Turkey. The fund supports filmmakers from this region in 

their efforts to develop their projects as professionally as possible and thus supports the 

filmmaking process in what has historically been one of the most explosive regions of 

modern Europe. 

In 2006 the Festival organised a new initiative “Balkan Fund Presents”, which focus on 

areas of concern for the region. 
                                                 
56 http://www.filmfestival.gr/balkan_fund/regulions_gr.html   

http://www.filmfestival.gr/balkan_fund/regulions_gr.html
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The fund supports projects that have strong possibilities to be realised, i.e. the applicants 

approaching the fund should have at least the documented interest of possible financing 

partners and a credible and realistic financing plan. The artistic qualities of the 

application are also important in the process of selection likewise the characteristics of 

the project that should be original, authentic and rooted to the cultural of the applicant 

country. The project supported in the same time has to contribute to the development of 

the local film industry and of the local filmmaking skills. The Balkan Fund only supports 

feature-length fiction projects with a potential for theatrical release. 

The fund gives support to film projects one a year. The application deadline is at the end 

of May and the awarded projects will be announced in November at the Thessaloniki 

International Film Festival. The applications are first evaluated by a group of experienced 

readers. The first round leads to the nomination of twelve projects, which further on are 

forwarded to the international jury. The international jury is composed each year of active 

and development-experienced film professionals, while the nominated projects are also 

presented to a selected group of high profile industry professionals. The twelve 

nominated projects will be eventually presented in a three-day workshop organised in the 

frames of the festival. Thus, all twelve projects receive a presentation platform and the 

possibility of getting support from co-producers and other professionals present at the 

event, even if not in the group of the finally awarded projects. All twelve nominated 

projects are acknowledged by the Balkan Fund, which certifies that they have been 

nominated and participated in the fund’s workshop. At the end of selection procedure, the 

Balkan Fund awards its financial support once a year to four feature film screenplays.  

The maximum possible contribution for script and project development is 10.000 €. The 

project selected will receive the grand in three instalments:  50% of the grant will be 

payable upon signature of the fund’s agreement, 40% upon delivery of the script and 10% 

upon the film’s premiere in Thessaloniki.  

If the project receives one of the Balkan Fund awards, the film’s premiere outside its own 

country of origin must take place at the Thessaloniki International Film Festival, unless 

the film has been invited to the official sections of the Festivals of Cannes, Berlin or 
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Venice, in which case the film will be next shown at the Thessaloniki Film Festival. 

Failure to comply with this rule would result to the full refund of the granted award. 

The producer of the awarded film is obliged to provide the Balkan Fund with a continual 

up-date on the progress of the film, at least twice a year, and after its premiere will 

further provide the Balkan Fund with continual information on the distribution and 

participation of the film at other film festivals. This also applies if a project does not 

receive one of the awards but is nominated for participation at the Balkan Fund 

workshop.  

3.2 CineLink57  

(Co-production market and project development workshop organised in the frames 

of the Sarajevo Film Festival) 

Sarajevo Film Festival (SFF) is an international film festival aiming at supporting and 

promoting regional cinematography. It became one of the largest and most important 

events for the film professionals coming from Southeastern Europe. The festival is 

recognized by FIAPF58 as a Competitive Specialized Festival59. 

The accent of the festival programme is put on the most recent regional feature, short and 

documentary films. Thus, its overall organization is tribute to the regional filmmakers. 

Moreover, the CineLink Co-production Market represents the main meeting place for all 

regional producers and authors and is recognized by film professionals from all over the 

world as meting point for networking for all wishing to learn more about the possibilities 

this region has to offer.  

                                                 
57 http://www.sff.ba/2006/eng/  
58 International Federation of Film Professionals Associations (it has 26 members - producers organization, 

from 23 countries on four continents; FIAPF is the only organisation of film and television producers with 

a global reach. FIAPF's mandate is to represent the economic, legal and regulatory interests which film and 

TV production industries in four continents have in common) 
59 Succession of the Istanbul International Filmdays festival (1983); at the beginning of 1989 the event was 

recognized as "a competitive specialized festival" by FIAPF and was accredited.  

http://www.sff.ba/2006/eng/
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More precisely, CineLink is an annual co-production market and project development 

workshop for feature-length fiction films with the potential for theatrical distribution. It 

was organised for the first time in 2002 and presents an important film industry event in 

the region, bringing hundreds of professionals to Sarajevo to look for new projects and 

partnerships. The film authors eligible to participate on CineLink must have following 

countries’ origins: Albania, Bosnia and Herzegovina, Bulgaria, Croatia, Hungary, 

Macedonia, Montenegro, Romania, Slovenia and Serbia. These countries with a total 

population of more than 65 million people represent a large market with strong, often 

neglected, film productions. Annually, more than 65 full-length feature films, 300 short 

films and 150 documentaries are produced in this part of Europe.  

Each year, the selected  project participate in the Project Development Program, which 

besides script development, offers training courses on the entire production process with 

a special emphasis on producers and directors, in areas such as creative thinking in 

independent productions, marketing, distribution and financing.  

At the end of the selection procedure the international Jury selects 3 best projects to be 

awarded with awards in the amount 10.000 € each, plus 3 times up to 2.500 € in kind. 

The main criteria for the awards are artistic potential, marketability and project 

feasibility.  

The project selected are from already internationally acclaimed regional authors and 

producers, preparing their third or fourth feature films; authors who raised the 

expectations with their first films as well as projects from a good number of debutants, 

whom have all proven part of their talent with successful shorts and documentaries. 

The regionally selected projects are also presented at the CineLink market in front of 

potential co-producers, film funds, sales agents, distributors and TV stations.  

The awards given on CineLink are sponsored by: Hubert Bals Fund60, PBS BIH61 and 

Synchro Film and Video62.  

                                                 
60 The Hubert Bals Fund (an initiative of the International Film Festival Rotterdam that provides grants to 

remarkable cinema projects in various stages of completion) 
61 Public Broadcasting Service of B&H 
62 Synchro Film and Video GMBH, founded in 1985 is the only post-production house in Austria that 

offers all services in the areas of film, video, digital data and sound. 
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Aiming to make contribution in the process of education of young filmmakers from 

South-eastern Europe, in the following edition of SFF (from 20 to 25 August, 2007) for 

the first time the Talent Campus will be organised in cooperation with Berlinale Talent 

Campus and the Berlin International Film Festival. 

3.3 SEE Cinema Network63 

The Greek Film Centre initiate the creation of the SEE Cinema network as mean for 

enhancement of the regional collaboration between the countries form Southeastern 

Europe. The network integrates film institutions from this part of Europe aiming to 

maintain and hold its intellectual, artistic and cultural identity as a whole and for every 

nation or state independently.  

 

On the first meeting organized in Greece (Island of Hydra; May, 2000) the 

representatives of states and of national organizations that form the policy towards the 

cinema in every state were trying to find possible ways of collaboration that will further 

on reflect on better function of their cinematographies on national level and improve their 

interaction with the other Southeastern European courtiers. Despite the common cultural 

background and the high artistic level, every nation's cinematography is almost unknown 

to the rest of the countries. Further on the regional co-productions are to be more 

developed. Also, the small national markets and specific financial, linguistic and political 

conditions create situation in which the production cost are difficult to be covered on the 

national film market. Moreover, the promotion and export of the national productions on 

international film markets plays insignificant part of the production revenues.  

After mapping the situation in each country from the region during the second meeting 

also held in Greece (Thessaloniki; November, 2000) the realistic base of collaboration 

was created. The further goal of the network was to create conditions for a political 

proposal that can be adopted by the governments of all countries and be promoted to the 

European institutions.  

 

 

                                                 
63 http://www.gfc.gr/see/homepage.html  

http://www.gfc.gr/see/homepage.html
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The main objectives of the SEE Cinema Network are: 

- The promotion and development of the national filmmaking industry of each 

country that participates in the present organization as member, in the rest 

member-states and in countries outside the network.  

- Bilateral and multilateral cooperation of the Network members from and towards 

all sides in the sections of production, cultural and financial promotion and 

preserving the cinema heritage and tradition of each member-state.  

- The creation of a common co-productions fund.  

- The promotion of the cooperation and/or co-production with other film networks 

in Europe and/or the rest of the world. 

 Up till now the network consist of the following state members: Albania, Bosnia and 

Herzegovina, Macedonia, Cyprus, Bulgaria, Greece, Romania, Slovenia, Turkey, Serbia 

and Montenegro. The See Cinema Network offers to the film professionals of the eleven 

countries that make up the Network a useful instrument designed to facilitate 

communication and collaboration, and we believe that it constitutes an important first 

step in promoting common goals. 

The network issued a Professional Guide in which are listed all the film industry 

professionals, production possibilities, existing technical infrastructure etc. in each of the 

eleven countries of the network. The guide was created on the information provided by 

the audiovisual professionals from the participating countries.  

 

“…In a region where the film production capacities of the Network member-states are 

almost equal and the mutual characteristics of quality have resulted, as has been proved 

to date, in excellent collaborations, we hope that this detailed survey of the film reality 

will lead to successful partnerships. This exchange of artistic and production resources is 

needed in order to face tough competition from European countries that have far larger 

populations and more widespread languages...64” 

                                                 
64 Quotation of the statement given in the form of letter by Ms. Despina Mouzaki, Vice-President of the   

Greek Film Centre regarding the work of SEE Cinema Network and the creation of the Professional Guide    
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3.4 CentEast – The Alliance of Central and Eastern European Film Festivals65 

Initiated in 2001 by the Warsaw International Film Festival, and officially proclaimed at 

the Cottbus Film Festival on November 7th, 2003, the CentEast aim at promotion of 

European, in particular Central and Eastern European cinema, helping films from the 

region to find a place on the international market. It is a network that joints key festivals 

of feature films in Central and Eastern Europe, including one festival pre country. 

Through their connection in the network the festival members have possibility to enhance 

their collaboration based on sheering knowledge, experience, programme support etc.  

 

The festivals that so far have joint the network are: Alpe Adria Cinema - Trieste Film 

Festival, Belgrade International Film Festival; FEST/ Serbia; International Skopje Film 

Festival/ Macedonia; Sofia International Film Festival/ Bulgaria; Vilnius International 

Film Festival/ Lithuania; Crossing Europe - Film Festival Linz/ Austria; Transilvania 

International Film Festival – Cluj Napoca/ Romania; Moscow International Film Festival/ 

Russia; Karlovy Vary International Film Festival/ Czechs Republic; Sarajevo Film 

Festival/ Bosnia and Herzegovina; Riga International Film Forum "Arsenals"/ Latvia; 

Warsaw International Film Festival/ Poland; Kyiv International Film Festival Molodist/ 

Ukraine; FilmFestival Cottbus - Festival of East European Cinema/ Germany; Ljubljana 

International Film Festival/ Slovenia; Black Nights Film Festival – Tallinn/ Estonia and 

International Film Festival Bratislava/ Slovakia.  

 

Aiming at establishing further connection and enhance collaboration among film 

professionals from the Central and Eastern Europe, the network wider its activities by 

establishing a special film market, organized in the frames of the Warsaw International 

Film Festival. The market functions as meeting point of business professionals: 

producers, sales agents, distributors, TV buyers, festival programmers, and 

representatives of film funding bodies, involved and/or interested in films from Central 

and Eastern Europe.  

                                                 
65 www.centeast.org  

http://www.centeast.org/
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The countries considered as part of the Central and Eastern Europe are: Albania, 

Armenia, Azerbaijan, Belarus, Bosnia and Herzegovina, Bulgaria, Croatia, Czech 

Republic, Estonia, Finland, Georgia, Hungary, Latvia, Lithuania, Macedonia, Moldova, 

Montenegro, Poland, Romania, Russian Federation, Serbia, Slovakia, Slovenia, and 

Ukraine. 

The market organises a pitching for ten film projects from Central and Eastern Europe, 

closed screenings of completed films, screenings of 'works-in-progress' and panel 

discussions. Thus, the CentEast market accepts submissions of: film projects; finished 

films and works in progress. 

The Long-term aim of the market is to support international collaboration and increase 

the market share of films from the region outside of the countries of their production. 

 
3.5 Sofia Meetings66 
Sofia Meeting is organised in the frames of the Sofia International Film Festival (Sofia 

Fest) since 2004. The aim of Sofia Meetings is to promote new projects of young 

European filmmakers and new films from Bulgaria and the Balkan region to European 

film festivals and distributors. It is an event, supported by MEDIA programme and is 

orientated towards the professional audience (producers, directors, world sales agents, 

distributors, representatives of financing organizations and film festivals). 

The meetings have two separate modules: Second Films Pitching – presentation of 

second feature film projects looking for financial support and realization, and Balkan 

Films Showcase – screenings of the latest Bulgarian and Balkan films for directors and 

programmers from different international festivals. 

Furthermore, Sofia Meetings is significant information spot that promotes European and 

Balkan cinema, all other networks, markets, funds … developed within these regions.  

Also, many discussion, presentations and round tables are organised in the frame of the 

market. Most of them are dedicated to the possibilities of regional cooperation that will 

easier (financially/ technically…) the film production and further on distribution and 

exploration of the films within the region. For example, on the second edition of Sofia 

Meetings (2005) there was a round table discussion dedicated to the Balkan cinema. The 

discussion participants were film professionals (producers, representatives of the Ministry 
                                                 
66 http://www.cinema.bg/sff/2007/sfm/eng/coorg.php?pageId=4  

http://www.cinema.bg/sff/2007/sfm/eng/coorg.php?pageId=4
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of culture working on national film policies, directors, film festival organisers…) from 

the Balkans countries. Each of them briefly presented the level of development of their 

national film industries, how the co production activities are regulated, the amounts of 

public support to cinema, film legislation, other possible financial sources for cinema 

production in the country, the major film festivals in the country and activities organised 

within etc.  

The last (forth) edition happened this March (8-11). Expect the regular activities within 

this year programme there were many other workshops, discussion and presentations 

such as: Script Development programme; presentations of  Cent East Markets & 

Festivals, Robert Bosch Foundation, European Training Programmes: EAVE, 

Moonstone, Nipkow, the work of Eurimages etc.  
 

II. National systems of film financing in several Balkan countries 
Talking about Balkan, we are referring to a specific geographic and socio-political region 

that consists of countries with similar historical background and level of development. 

Yet, this general qualification can differ from country to country. Therefore, I decided to 

put focus in this research on Macedonia and its system of support to the film industry. 

The systematic base of development of Macedonian cinematography was introduced in 

1945, in the frame of the Yugoslav Federation and its centralistic state system of film 

support. After the dissolution of the Federation and proclamation of its independence, 

Macedonia continued to build it own system of support to the film industry. Yet, the five 

decades within Yugoslavia influenced a lot on the structure and level of development of 

its national cinematography. That is way in the beginning of my observations and 

analysis I will briefly present how film was supported and developed within the Yugoslav 

Federation. Furthermore, aiming to make comparative analyses I will examine the system 

of national support to film industry in Croatia and Serbia. These two countries were also 

part of the Yugoslav Federation and in the last 15 years they are working on development 

of their specific systems of support to the industry. They have more or less similar 

historical backgrounds as well as economic and socio-political level of development with 

Macedonia. Yet, each of them has its own individual characteristics in arranging the 

system of public support to the film industry. The last country from the Balkan chosen to 
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be analyses within this thesis is Bulgaria. This is one of the countries (full-member state 

of the EU from January, 2007) that can be taken as a good example from the region, 

which managed successfully to rearrange its film policy. The serious of its work within 

film domain was recognise by Europe in the beginning of this centaury that resulted with 

Bulgarian participation within MEDIA Programme from year 2000 and creation of the 

National MEDIA Desk office as separate administrative body of the National Film 

Centre.  

 

As a result, at the end of the research the general aim will be to elaborate the present 

situation and the general conditions within the film industries in some EU and Balkan 

countries (already mentioned before) so to make parallel and evaluate the new tendencies 

of development of the Macedonian system for film financing. And then, on the basis of 

collected data to make suggestions of the best possible model, how the new system of 

public support should be structured so to be able to reach its general goal: increased film 

production and better support to national film distribution and exploitation on local, 

regional and further on international level. 

 
II/1 Mechanisms of financing the national cinematography in ex-Yugoslavia67 
One of the main problems of the contemporary ex-Yugoslavian (ex-Yu68) 

cinematography was the provision of necessary financial assets for maintaining adequate 

number in production of features films, short films, documentaries and animations. 

Similar to other countries with insufficiently develop national film market and relatively 

low percentage of visits to cinema theatres, ex-Yu was not able to cover the film 

production cost from the revenues of films exploitation effectuated in the country. 

Furthermore, because of the satiety of the international film markets and insufficient 

affirmation of ex-Yu film, the revenues from its export outside the country were not 

significant part in the financing of national film production. As a result to the reasons 
                                                 
67 The information within this chapter related with the mechanisms of film financing in ex-Yu in 1983 were 

taken from the text – “Finasiranje filmske priozvodjne u Jugoslaviju do 1985/ Financing of the film 

production in Yugoslavia until 1985”; this text was provided by Professor Radenko Rankovic   
68 With the abbreviation ex-Yu I refer to ex-Yugoslavia (for the country, used as noun) as well as ex-

Yugoslav (used as adjective)   



 76 

mentioned, in the whole period of contemporary development of the ex-Yu 

cinematography (1945-1991) the state, interested in film as significant cultural good, had 

to bear major part of the film production costs and financially support this cultural sector 

throughout different financial mechanisms. The system of public support to the national 

cinematography in ex-YU has been changing from budgetary system of financing up to 

specially organized republic and regional funds. 

On 24 of May 1945 the Presidency of the Ministerial Council of the FNRJ69 Government 

has adopted the Regulations for creation of State Film Enterprise DFJ/FNRJ70 with its 

position in Belgrade. This enterprise should regulate the whole cinematography issue on 

the territory of FNRJ, even though it was not exclude the possibility that each federal unit 

in accordance with their governments could establish republic film headquarters that 

would function as subsidiary to the DFJ. This enterprise was a state owned and was 

exempt of payment of all state taxes. Yet, according to the Law on levis and taxes from 1 

of January 1946, DFJ was placed on the same level with other economic enterprises that 

work on commercial basis and thus, was obliged to pay all positive state levies. There 

was reaction on this decision and DFJ asked at least in the initial phase of its work to be 

exempt from all states’ levies. The final decision was that only taxes that the 

cinematography (DFJ) had to pay were: 23% from the price of the cinema tickets plus the 

levy of 0, 5 dinars in favour of the Yugoslav Red Cross.    

The only DFJ’s revenues were the receipts from the cinema tickets, which were primarily 

used to cover its running cost and the leftover was invested in the development of the 

national film industry. Yet, taking in consideration the fact that the national film industry 

was in its embryo phase, the state financial support to the work of DFJ was not exempt.   

 

                                                 
69 FNRJ – Ferdrativne narodne republike Yugoslavije (Federative people’s republic of Yugoslavia) 

officially declared on 29 of November 1945, according to this declaration the Yugoslavia was constituted 

as Federal state of 6 Republics and 2 Autonomous Provinces  
70 “Orgnizacija Jugoslovenske kinematografije u administrativnom periodu/ Organisation of the Yugoslav 

cinematography in the administrative period”, Radenko Rankovic, Novi Sad, 2004  

p. 26, Drzavno Filmsko Preduzece DFJ/ FNRJ (State Film Enterprise DFJ/ FNRJ)  
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As mentioned before the public support system to the ex-Yu cinematography varied in 

relation to the different models of the Federative state organization. Therefore, in the 

period of 1945 – 1950 the film production was entirely supported by the Federative state 

budget. In the period of 1950-1961 the state participation in film financing was 75%. This 

is the period of decentralization and searching for new system through establishment of 

the Federal Film Industry Advancement Fund, which provided assets from the tax on the 

cinema tickets receipts (17%-21%). In 1962 the Federal Film Industry Advancement 

Fund was abolished. Thus the republics’ (from 1962) and autonomous provinces’ (from 

1974) funds were established and they worked on the same principle as the federal fund, 

so the level of overall state participation to film production was around 60%. In 1969 

except the tax on the cinema tickets receipts, the federal fund added the 

republics’/autonomous provinces’ budget revenues. In 1976 each republic and the two 

autonomous provinces formed their RKZ/ PKZ – Republicke/ Pokrajinske Zajednice 

Kulture71 (the Republic/Autonomous Province Cultural Associations). These funds 

provided financial assets on the basis of contributions from the income tax (3, 2% – 2, 

7%) on the entire cultural domain, from which certain percentage was directed to support 

film production. At that time the state participation in film production was 50%.  

In the text that fallows the function of the ex-Yugoslav film industry in 1983 will be more 

detail presented. In that particular year, the market revenues from the exploitation of the 

ex-Yu feature film covered around 30% (15% on national market and 15% from export) 

of the production cost. The revenues from other film activities such as co-productions, 

film services etc. were very low (2-3%). Thus, the financial deficit was primarily covered 

by the republics’ (around 70%) and autonomous provinces’ (around 60%) funds, also to 

this it could be added the occasional participation of the Organizations of Associated 

Labour (OAL72) in realization of separate film projects (in average 10% in the period of 

the last five years/ 1978-1983). 

                                                 
71 general categorization 
72 Organizations of Associated Labour (Organizacuje Udruzenog Rada) – according to the ex -Yu 

Constitution from 1974 and the Law on Associated Labour from 1976, the state enterprises were 

transformed in Organizations of Associated Labour. Depend on their role in the social redistribution of 

labour, the Organizations of Associated Labour were divided on: productional, commercial and serviceable  
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Thus, the main contribution in national film production was given by the republics’/ 

autonomous provinces’ funds. Around 15% from the overall budget intended to culture 

was dedicated to development of the film activities. The overall sum of the public support 

assets dedicated to film production varied in each republic/ autonomous province. 

In contrary to full length feature film that anyhow had its place and value on the national 

film market, the short film, documentary and animation were not regularly exploited in 

the cinema theatres and their main revenues were coming from the sell of their screening 

rights to TV channels. The ex-Yu documentaries, especially animations had significant 

export rate in foreign countries, particularly in USA and Germany, where they were 

primarily broadcasted on their TV channels. On the other side, many short films were 

produced in flavour of the big companies and socio-political organisations or institutions; 

that way their financing was previously assured.  

The collected assets generally were distributed in the following order: 
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One of the main problems of the ex-Yu film producers was the lack of current assets for 

maintaining regular production continuity. Therefore, there was a big time gap between 

the acceptances of the screenplay, taking decision for production and starting the film 

realisation. The producers did not have on disposal their own equity to be invested in 

their film productions so they had to provide them. Usually part of the assets were 

coming as advances from the republics’ and autonomies provinces’ funds. This financial 

support could be received only if the screenplay was previously accepted within the 

republic’s/autonomies province’s production plan. Furthermore, OAL working in film 

production were able to ask for credit loans from the banks under very unfavourable 

conditions, thus this potential source was rarely used. Sometimes, the OAL working in 

film distributions and exploitations were giving financial support to the film production 

in the form of advances.   

As mentioned before the financial support given to the national cinematography by the 

Republic/Autonomous Province Cultural Associations was the most valuable financial 

source yet, not big enough to cover the deficit of the film production. Also, the financial 

assets coming form these associations to film were hard to be planed on regular basis. 

The overall amount of support directed to the cinematography from the 

republics’/autonomous provinces’ budgets for culture was planed on yearly bases. 

However, its redistribution primarily depended on the following two elements: 

- the number of produced films and 

- the criteria that Republic/Autonomous Province Cultural Association applies for a 

particular year 

The number of annually produced films was planed according to so called “correlated 

programme”73. However, this type of planning was used only as general frame of the 

annual film production and did not have compulsory power. Furthermore, the overall 

amount of money dedicated to film production did not depend on the number of produced 

films (bigger number of films produced in a year decreased the financial support 

dedicated to every film project). Also, the criteria of the Republic/Autonomous Province 

Cultural Association were introduced each year together with the financial plan. Often 

                                                 
73 "usaglašenim programom" - lliteral translation from Serbian  
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these criteria changed, which was giving another uncertainty to the acquisition of the 

state support to the production.  

 
In any case, the financing of the film production was key issue for maintaining continuity 

in the work and development of the ex-Yu cinematography. In regard to the fact that the 

ex-Yu society was particularly interested in film, as artistic and cultural activity in 

broader sense, the state continued financially to support the national film production no 

matter the further level of development of its reproduction possibilities. 

II/2 Systems of film financing in Croatia, Serbia, Bulgaria and Macedonia 
 

1. The system of film financing in Croatia  
One of the biggest stagnations of the Croatian cinematography (perceived within all film 

sectors and genres) was happening throughout 1990s. The Croatia was known for its 

international cooperation mostly due to the work of its big production and distribution 

houses: Jadran Film, Croatia Film and Zargeb Film. The major success had Jadran film, 

which until 1990 functioned as federal state (ex-Yu) monopoly. After the fall of their 

work, Croatia lost the position of its domestic film production on the foreign film 

markets, which decreased its production possibilities. Nevertheless, this situation resulted 

from the lack of appropriate policy instruments that would regulate the work and the 

financing of the film domain. 

 

 The Croatian film policy  

a) The period between 1990 and 2000 

Until present, the main legal act that regulates the film domain is the Law on 

Cinematography introduced in 1976. The Ministry of culture adopted many By-laws 

during the 1990s on co-financing film production. The 1996 By-law regulates the state 

budget participation in national film financing according to the programme that annually 

supports: up to 6 feature films, up to 15 short films and up to 80 minutes of animations. 

The eligible parties that could apply for state co-financing were independent producers, 

directors and script writers and production companies. The selection was made on the 

decision made by the Film Commissioner. The selected film projects were financed 

almost entirely by the state budget (80-100% of the expenses anticipated by financial 
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plan). If the film make profit on the market the income was redistributed among: Ministry 

of culture (50%), film authors (30%) and for film publicity (20%)74.  

This type of public support was unsatisfactory. The Film Commissioner had absolute 

deciding power and the project select in favour of promotion of the national interest were 

based on the conservative, nationalistic criteria of the actual political elite (HDZ – 

Hrvatska Demokratska Zajednica/ The Croatian Democratic Association). This policy 

was reinforced with the investments made by the National Television, having the role of 

the main co-producer and favouring politically and ideologically correct film projects.   

b) The period after 2000 and the change in state political structure 

The political changes in 2000 (the coalition of leftwing and left-central parties: the 

socialists, nationalists and liberals, entered the Government) provoked positive 

transformations in the cultural field. New democratic system was introduced. The 

Ministry of culture started to construct new legal frame aimed at decentralisation in 

managing and financing culture. For the first time, the stimulation of the film sponsorship 

was introduced. Furthermore, new decision making bodies were introduced within the 

Ministry of culture. Each cultural field got its own Cultural Council, which made the 

work of this institution more democratic and transparent. Also, permanent state co- 

financing of feature, experimental, animated and documentary film, was established and 

regulated. The young and talented filmmakers obtained a chance to enter the scene and 

possibility their works to be supported by the public financial assets.  

 

 Facts and figures regarding Croatian film activities 

The budget of the overall selective state support to film in 2004 amounted 4.000.000 €. 

Around 6 full length feature films are annually produced in Croatia. The National 

Television and its Drama Department is still the main co-producer investing mostly in 

production of fiction films and documentaries.  

Croatia became member of Eurimages in 2001 and in 2004 ratified the European 

Convention on Cinematographic Co-production.  

                                                 
74 According to “Cultural policy in Croatia, national report”, Council for cultural co-operation, Strasbourg 

1999 
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There are over 50 companies active in film, TV and commercial production and 

equipment rental and facilities of Jadran Film Studio and Lab. The diversity of nature in 

Croatia offers very attractive locations for foreign co-productions. There are about 100 

screens in Croatia and the country is still fighting with the problem of low cinema 

admission. The festivals that promote the domestic and international film production are: 

Pula Film Festival, Motovun Film Festival, Zagreb Film Festival, ZagrebDOX, 

Animafest and Festival of New Cinema in Split.  

    

The positive changes that the new political structure has introduced should be further on 

reinforced and more structurally developed with the creation of new legal frame, which 

will regulate the overall working domain of the Croatian audiovisual culture and industry. 

 

 Proposal of new structural model for the Croatian audiovisual industry 

In the process of creation of firm base for their audiovisual industry, the Croatians are 

beginning to be aware of the fact that the public support must take in consideration all 

audiovisual activities and not to be focused only on cinematography. Therefore, the new 

law had to create regulations, programmes and mechanisms of support to all segments of 

the audiovisual industry (cinema, TV and video production/ distribution and exploitation 

as well as audiovisual creations for internet). Only this way they can enable formation of 

productive market for audiovisual creations, which until now functions mainly with 

import activities. Moreover, the regular work of this market would provide in future 

better sustainability of the industry and would decrees the state budget participation in its 

financing.  The Croatian have realised that without creation of integral system of support 

to the overall industry in the contexts of new media development, their audiovisual 

market would primarily exploited foreign film products. Thus, the new system would 

stronger the position of the audiovisual activities as expression of their national cultural 

identity and firmer its economic role in the national economy. Only that way Croatia 

would have chance to establish significant level of competition and use its comparative 

advantages on the world film market.  
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The Croatian Association of Producers and the Association of the Croatian Film 

Directors made general proposal75 how the new system of support to the industry could 

be arranged.  

According to them the first thing to be done is the creation of institution as a pivot body 

of the audiovisual industry. This institution must keep balanced between the policy on 

one hand and the independent film professionals on the other, also including the other 

socio-cultural elements of the civil society that have real base and motive to take 

participation in the creation and application of the national audiovisual policy.  

This institution must be independent and work autonomously; the State Government 

would only have supervising role of the working legality of the institution. Thus, The 

Regulatory Board must consist of representatives primarily coming from the following 

Ministries:  Ministry of culture, Ministry of finance and Mini stry of economy. The 

General Manager must be assigned by the State Parliament. His/her mandate must be 

longer than an elective cycle. The General Assembly of the institution and The Managing 

Board must consist of non-governmental professionals (organisations, private and public 

TV channels etc.) Only such organisational structure would make conditions for the 

Ministry of culture and its Film Council to focus entirely on creation of cultural strategy 

and developmental perspective vision of the audiovisual cultural and industry in Croatia.  

 

The main responsibility of the institution would be the management of the funds for 

support of all audiovisual activities in each phrase of their production cycles. Thus, the 

management process would consist of two main activities: the collection and 

redistribution of financial assets.   

 

a) The collection of financial assets 

The collection of financial assets must be assured through introduction of new finical 

mechanisms that would gradually decrees the state budget participation in the financing 

of the audiovisual industry. 
                                                 
75 Polazne osnove za izradu zakona o audiovizualnoj djelatnosti  u RH/ The starting basis for creation of 

law on audiovisual activity in Croatia; signed by Mr. Albert Kapovic, Zagreb 2005  
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- Yet, the budget money would still remain the first and basic source of the fund 

(annually around M€ 5-6 dedicated to support the audiovisuals). Thus, this would be 

the financial nucleus of the fund; in the ideal situation the direct state budget 

participation should take only 1/3 of the fund assets.  

- The second source should be contribution from public and private broadcasters, 

which are the biggest users of the audiovisual products. The HTV (Croatian National 

Television) is the only serious partner and investor in the audiovisual activities. Until 

present, the commercial broadcasters do not participate in the development of the 

national audiovisual culture. Yet, they enter the national audiovisual market by 

obtaining working concession, which cost insignificantly in relation to the profit 

realised on the market, especially from they advertising activities. Thus, they are 

using the national resource (the broadcasting frequency) in profitable activities and do 

not participate in development of the national cultural identity expressed through the 

moving images. For that reason, the new model of financing must obliged the private 

and public broadcasters to contribute to the fund, on one side and create special 

allocation programmes aimed at support the audiovisual products intended to be 

exploited on the television market.  

- The next financial source would be the contributions from the activities perform on 

the video retail market (distribution and exploitation).  

At the end, the institution must realise revenues from its own activities whether by 

imposing obligation to the projects supported to reimburse part of the money in case they 

achieve financial success on the market or by giving certain lease-back favours. Also, the 

institution must have authority to control the legality of the work in the audiovisual 

industry.  

b) Distribution of the assets 
The distribution of the money, no matter if they are supporting project development, 

production, distribution, exploitation, publishing, education, festivals etc. would depend 

on the votes given by several structurally and for each other independent bodies. Each 

body must have certain percentage of votes, whose compilation creates a rang-list 

according to which the fund would distribute money.    
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For example, the body that decides on distribution of the money for production would 

consist of three segments: production/ promotion segment – 40% of the votes; 

screenplay/ film direction segment – 40% of the votes and social/cultural segment -20% 

of the votes. Different decision bodies have different segments within. Each segment 

gives votes from its own discourse. After creation of rang-list the amount aimed at 

selected project depends on the available fund assets and number of accepted projects. 

The General Assembly of the institution should select the decision bodies in respect to 

democratic standards and norms.  

c) The treatment of the cinema theatres 
As private entities the cinema theatres in Croatia have purely economical reason of work. 

The decrees in cinema attendance combined with other factors provoked closure of many 

cinema theatres, especially in the smaller environments. One type of support intended to 

this sector is the admission of cinema theatres in the “Europa Cinema” network which via 

Eurimages supports exploitation of European film. Until now, the cinema members of 

this network are: the cinema theatre of the Croatian cinematheque (managed by Zagreb 

film), “Blitz-CineStar” and “Broadway” from Zagreb, “Kino Sloboda” from Dubrovnik, 

“Kino Urania” from Osjek, “Kino Zagreb” from Pula and “Karaman” from Split.  

 

The other mechanisms that could be introduced to support this sector:  

- favourable long term, low rate bank loans aimed at technical support to the 

cinema theatres; 

- income tax exemption for cinema theatre screening the recent national production; 

- subvention part of the cost for distribution of national and European works; 

- direct support to projects that promote film culture. 

 
d) Video-stores 

All video-stores that posses the overall national production could be exempted from the 

income tax. Also, subventions could be intended to video-store network of the low-

populated or difficultly admissible areas. 

 

e) Distribution and promotion on the international markets 
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This is very important segment that should be supported by the subvention mechanisms. 

It is necessary to create a CRO CIEMA POOL, which would give logistic support to all 

Croatian appearances on the international festivals. Therefore, the current practice where 

only separate film projects represent the country on different film festivals should be 

replaced with organisation of promotion stands of the overall Croatian production. 

 

f) Offer of  audiovisual goods and services to foreign producers 

In the past, using its comparative advantages Croatia had successful collaboration with 

foreign film productions, especially with Hollywood. Not having adequate audiovisual 

policy, the Croatia was completely pushed out of that market.  Thus, the country should 

introduce different mechanisms that would attract and stimulate foreign investment in the 

audiovisual sector. The essence of these mechanisms (mostly known as lease-back or tax 

shelter) is that the state should give back to the foreign producer certain percentage of its 

invested money. It this case the institution would have double role, to inform the foreign 

producers about the possibilities that the country offers on one side and to verify and 

control the process of repaying the money, on the other.   

 

At the end, there should be a body (composed of financial experts from the Ministry of 

finance or the Institute of public finances) that would evaluate the working efficacy of the 

new system. Moreover, on the basis of evaluation data a special study could be performed 

about the role and influence of the audiovisual activities to the overall Croatian economy.  

 

2. The system of film financing in Serbia 

As mentioned within the chapter II/1 Mechanisms of financing the national 

cinematography in ex-Yugoslavia, in the decentralization period of ex-Yu, after the 

abolishment of the Federal Film Industry Advancement Fund in 1962 each republic (from 

that particular year) / autonomous province (from 1974) established their regional funds 

for support of their film industries. Even under such changed circumstances, the Serbian 

film industry still accounted for more than 50% of the total Yugoslav film production. 

Similar to all ex-Yu (as well European) countries in the 1960s the number of cinema 
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theatres decreased significantly as a result to the expansion of the television. Yet, Serbia 

has managed to maintain its production level as result to: inter-republic and international 

co-operation, cooperation with sponsors and donors, co-operation with TV and video 

companies and the government. So, in the period from 1962 until 1991, 300 feature films 

were produced in Serbia. The domestic film productions become an integral part of the 

Serbian national culture, the films successfully attracted the attention of the national 

audience and many of them have represented the country on different international film 

festivals.  

The breakdown of ex-Yu in 1991 provoked many changes in the Serbian film industry. 

The negative effects from the economic, cultural and other sanctions significantly 

influenced this cultural sector. The number of cinema theatres deceased more then 70%, 

and the audience attendance more than 80%. Moreover, the export of domestic film 

production was totally stalled which influenced the Serbian participation on foreign film 

festivals. Yet, in the period between 1991 and 1995 Serbia managed to produce 32 

features films. The situation was improved after 1995; the film production began to 

increase gradually, which also accounts for the number of imported films (mostly 

American film productions) and the number of cinema theatres and cinema goers76.  

2.1 The film financing in Serbia in the period of 1991 – 2004 
 

2.1.1 The Law on Cinematography from 1991 

In 1991 the Law on Cinematography77 was proclaimed in Serbia. This law, practically is 

still in power (the new law proposed is in the process of admission by the General 

Assembly78) and the articles within are not profoundly defining the strategies, activities 

                                                 
76 The data in this paragraph are taken from the text – History of Serbian cinematography/ Continued 

activity of the film industry in the FR of Yugoslavia (from 1992 onwards) by Professor Radenko Rankovic. 

In this chapter as well in the followings when refer to Serbia after 1991 the factual data practically refer to 

Yugoslavia (or Serbia and Montenegro).  
77 On the basis of article 83/3 from the Constitution of Republic of Serbia, the Act on establishing of law on 

cinematography was proclaimed by the General Assembly of the Republic of Serbia, Belgrade 24 of July 

1991 
78 More on this in the next chapter dedicated to the work of Film Center Serbia 
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and regulations concerning the development of the national film industry. According to 

the article 2, the provisions of this law are referring to the production, rental and public 

screenings of the films produced by organisations, institutions and other companies for 

their own needs or for the sake of improvement of its own work and protection of the 

work on informative films and films that citizens produce for their own needs, in case it 

is not differently proclaimed in the law.  

Moreover, the regulation about publishing, distribution and public screening of 

videotapes of feature and short films are given in the articles 3, 13 and 14. This is 

important because the exploitation of the videotapes provides certain extra revenues in 

the public support fund for the national film industry. As known, in this period the 

domestic film production is primarily supported by the state budget. Also, the film sector 

in Serbia has always been privileged in regard to other cultural domains. To continue, 

after the regulation of the authors rights the video publisher can put certain numbers of 

copies in circulation. The Ministry of Culture issues special stamps for each copy that 

regulates the exploitation of the videotapes within the national market in a period of one 

year. Each year new stamps are issued and they differ by their colour and the sum that the 

publisher is obliged to pay to the Ministry of Culture. For example, the fee for a 

videotape with full length feature film that is screen in public was 50 dinars (0, 625 €) 

and for a videotape that is put in circulation was 20 dinars (0, 25 €) for a period of one 

year.  

Another source of money is the fee that the broadcasters have to pay for screening of 

films on their channels. Thus, according to article 17 the fee for screening film on foreign 

language is 5000 dinars (62, 5 €) and for screening of domestic film is 1000 dinars (12, 5 

€) for a period of one year. The sum of money from these fees present part of the 

revenues of the budget of Republic of Serbia, which is redistributed through the Ministry 

of Culture is programmes for development of the national cinematography.  

The last two articles (19 and 20) from the second chapter of this law (The conditions for 

practicing cinematographic activities) briefly define the prior film activities and their 

financing. Thus, as national interest within this cultural sector is considered: production 

of domestic films important for cultural development, modernisation of the cinema 

theatres network, development of the audiovisual communication and support to the 
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young and talented filmmakers. The financing of the activities mentioned is assured by 

the state budget, participation of the televisions (even not defined within the law), and the 

fess settled within the law. The institution responsible for redistribution of the public 

support is the Ministry of Culture, which grants money on the project base selection 

according to its annual programme. Concerning this activity, the Ministry of Culture is 

responsible to give an annual report to the Government of the Republic of Serbia. 

This law lacks regulations on certain issues such as: support to film festivals, co-

production relations with other countries, promotion of the national cinematography on 

foreign film markets, possible introduction of fiscal mechanisms that would increase the 

investments in national film production etc. Also, the regulation included regarding 

production, distribution and exploitation of the cinematographic works are not 

profoundly defined with exact developmental programmes and measures. Yet, in relation 

to other countries form ex-Yu, immediately after the breaking down of the Federation, 

Serbia tried to define some basic legal frame that further on should be more seriously 

develop.   

 

2.2 The money redistribution system of the Ministry of Culture79 

As mentioned in the previous chapter the Ministry of Culture fanatically supports the 

national film production. Hereby, I will briefly present the Serbian system of public 

support, which functioned until the end 2005. The establishment of the Film Centre 

Serbia in 2004 provoked management, structural and organisational changes that will be 

presented in the next chapter. 

  

The support to national film production was given in a form of state subsidy. Each year 

the Ministry of Culture selected certain number of film projects according to its annual 

redistribution programme. The total sum of money aimed at support the national 

cinematography depended on the overall state budget. One percent of the budget was 

intended financially to support the work of all cultural domains. A significant percentage 

went to development of the film sector. For example, in 2005 the competition for national 

                                                 
79 The data concerning this chapter were provided by Professor Radenko Rankovic 
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film production was constantly open. The selected film projects that have started their 

realisation obtained certain financial assets, divided in three equal parts: 

- first part: transferred to the producer’s account when the film shooting starts; 

- second part: transferred to the producer’s account when the shooting finish and 

- third part: transferred to the producer’s account when the laboratory releases the 

sound copy of the film 

The Ministry of Culture financed only film projects that have real possibility to be 

realised in whole and enter the cinema theatres. Therefore, this three instalment system 

gave certainty to the Ministry of Culture that the film supported would be completed and 

would reach its audience.   

Each film supported by the Ministry of Culture had to be automatically supported by the 

National Television (RTS). Yet, as a result to its unsolved statues in the process of 

transformation to public service broadcaster, RTS was not able to perform its duty in the 

last four years80.  

The rest of the film production money can be covered be sponsorships and donations, 

mainly form domestic sources. Thus, the private broadcasters such as TV Pink, B92, BK 

are becoming more involved in cinema production.  
                                                 
80 From its establishment, the Serbian National Television (RTS) has financed its own maintenance from 

the viewers’ subscriptions. However, in the beginning of 1990s the number of subscribers significantly 

decreed as a result to the political and economic crises, which influenced reversal of this method of 

payment. In 2001 the government abolished the fee on electronic counter and the RTS started to be 

temporary financed by the state budget, until the Genera Assembly finds another solution. With the 

introduction of the Broadcasting law (2002) the General Assembly established the model and amount of the 

budgetary financing of the RTS. Also, the RTS realises extra money for its maintenance by providing 

commercial services.  In 2005 the Government wanted to stop with the budgetary financing of the RTS and 

bring back the old subscribing system. This decision was argued by the RTS. The Executive Manager 

predicted a bankrupt, if RTS starts using this system before its complete transformation in public service 

broadcaster.  In august 2005 (according to the changes in the Broadcasting Law), RTS obtain possibility to 

collect subscriptions even before its transformation in public service broadcaster. The new established 

public broadcasting service (after the transformation) will be obliged to give 1, 5% of their subscribers 

revenues to the Film Centre Serbia (Information taken from the study on European television: regulation, 

policy and independence/ the report on Serbia/ chapter 5.4 – Financing, performed by OPEN SOCIETY 

INSTITUTE, EU MONITORING AND ADVOCACY PROGRAM, NETWORK MEDIA PROGRAM) 
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Furthermore, the private distributors can make small investments (participations) in the 

film production and this money usually covers the cost for publication of sound copies of 

the film. The optimum number of film copies for covering the Serbian cinema market is 

from 5 to 12.  

Part of the film budget can be also covered by the project participants. In this case the last 

instalment is not paid by the Ministry of Culture until the film covers all its costs from its 

cinema exploitation.    

Serbia become a member of Eurimages in January 2005 and also sighed and ratified the 

European Convention on Cinematographic Co-production. This way, the country 

regulated its co-production relations and activities, which easier the collaboration with 

other European countries and the admission to new financial sources.  

2.3 Film Centre Serbia (FCS) 

FCS was established in 2004 under the patronage of the Ministry of Culture and thus, it’s 

the youngest government organization in Serbia. The primary goral of FCS is to provide 

a basis for the implementation of a strategic plan of reconstruction and further 

development of Serbian film by: 

- Promoting national film industry and making it noticeable and accessible; 

- Creatively stimulating and administrating financial support, as well as helping to 

create a legal and fiscal framework for the development of film industry with the 

ultimate aim of transforming the Serbian film industry and film culture and 

achieving the standards set by EU countries;  

- Facilitating the distribution and custody of Serbian film heritage and 

- Creating the necessary conditions for education of film audience as well as 

constant professional education of film industry workers. 

 

The conditions in the Serbian film industry have not significantly changed since the year 

2000, after the democratic overthrow of the government. The same rate of production that 

was established in 1990s has been kept: 10-15 films a year. In regard to all other ex-Yu 

countries this is a pretty good number of annual film productions.  
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The new state Film Industry Act and the creation of a modern domestic studio for 

technical preparation and post-production have been eagerly anticipated for years and 

they are finally on the way to be introduced and put in practice.   

 

 Film Industry Act 

One of the primary goals of FCS and an extremely important requirement for successful 

reconstruction of the Serbian Film Industry is the passing of new, efficient and up-to date 

legislation regulating film industry, which would systematically help Serbian film fall 

into step both European and global film movements. The Act contains an entire set of 

regulations concerning investments, tax exemptions and deductions intended to create 

better working conditions in the Serbian film industry while simultaneously creating the 

conditions for grater investment in Serbian film by foreign partners.   

“ … One of the key tasks of the FCS was to create a draft proposal of the Film Industry 

Act. Practically, the FCS started its work with the creation of this structurally - 

systematic project for the Serbian cinematography. Thus, in the period of year and a half 

significant number of experts (in law, fiscal policy etc.) was working on creation of the 

new Film Industry Act. The key part of this Act is the fiscal policy that would enable 

professional (positive) taxation of the investments made in the cinematography. This was 

the reason why the draft proposal was held back by the Ministry of Finance (even tough, 

it passed the procedures of reading the remarks in all others Ministries). At the end, the 

draft proposal of the Film Industry Act was finally accepted by the Ministry of Finance, 

yet due to unknown reasons it is still held by this Ministry. Recently the Government 

changed in Serbia. The new administration assured the FCS that the draft proposal of the 

Film Industry Act would be among the first legal documents presented in front of the 

General Assembly. 

The new Film Industry Act would regulate the whole domain of the cinematography, and 

the issue of financing of the national film industry (the principle work of the FCS) would 

be part of its legal provisions. The FCS was practically created to administrate, in a 

creative way, the working of the overall film domain. Its main role is to lobby for better 

film treatment inside political structures (General Assembly, Government etc), on one 
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side and to distribute financial stimulation to the film domain in its both appearing 

segments as industry and culture, on the other side…” 81 

 

 The Belgrade Film Laboratory 

Regarding the issue of technical facilitates for film production and post-production in 

May, 2007 Eastman KODAK Company in association with the distributor for Serbia & 

Montenegro opened the Belgrade Film Laboratory – Beo Film Lab D.o.o. Therefore, after 

many years of pause, the Serbia is establishing its professional and fully equipped film 

laboratory that would provide all technical services for qualitative performance of the 

production and post-production activities as for domestic likewise for foreign film 

production companies. The Eastman KODAK Company is the world leader in the field of 

film technology and its participation with technical support and know-how is crucial for 

further development of the Serbian film industry. Except, with technical facilities the 

support would continue with education and training of staff, control and monitoring of 

the chemical and technological process and telecine. The presence of this type of a film 

lab would reduce the costs of local film projects and enable their faster and easier 

finalisation. The latest features in restoration and colorization of old and pale films will 

bring better protection of the Serbian film culture heritage. Also, students of film would 

have the opportunity during the course of their studies to get acquainted with the 

technology of processing film prints. 

 

 International cooperation 

Aware of the importance of joint productions with other countries, Serbia has initiated 

various co-productions with the neighbouring countries. The FCS has established 

cooperative relations with the Film Centres/ Funds from Slovenia and Bosnia and 

Herzegovina. In the near future they will sign cooperation agreements with Croatia and 

Macedonia. Also, the entrance in Eurimages in January, 2005 and the ratification of the 

European Convention on Cinematographic Co-production helped in establishing further 

co-production relations with other European countries.     

                                                 
81 Interview with Mr. Branimir Stojanovic81, Chief of department for education, publication and 

documentation if the FCS;  performed on 21 of May, 2007 in FCS, Belgrade 
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“…The new Film Industry Act structurally had to deal with the problems of the Serbian 

cinematography (film production, distribution and exploitation) and how to solve these 

problems in one small country such as Serbia as well to create conditions for their 

development in coordination with the European practice. Therefore, our first step was the 

membership to the Eurimages and that way we opened the channel of Eurimages from 

Serbian side…”82 

The FCS promotes Serbian film at all the A list international festival such as Berlin, 

Cannes and Venice. Promotion activities at these events are of the highest order and 

encompass the production of conferences, presentations, screenings, receptions, 

publications and catalogues dedicated to promoting Serbian film and Serbia itself as a 

destination for filming.   

 The Film Fund 

The FCS has through cooperation with the Ministry of Culture succeed in creating four 

funds whose resources are distributed in a professional, clear and transparent manner. It 

has also successfully secured regular payments as well as full control of the work of those 

projects, which have received these funds. Four competitions intended to facilitated 

development and advancement of Serbian film have been realised during 2006 and 2007 

and a total 1.900.000 € was awarded.  

The first one, The 2006 Competition for support and development of domestic feature 

films saw a jury consisting of film industry professionals choose five films to be realised 

in 2007 and award a total of 1.250.000 € in a transparent manner, based on clear criteria. 

The Competition for financing domestic features films was again announced in February 

2007 and more than 50 submissions were received. The results and winners of this 

competition were announced in April, 2007. 

The competition for support and development of screenplay writing where 10 

screenwriters were awarded with 5.000 € each, and more than 150 submissions were 

received, was also held in 2006.  

“…The most significant of all is the competition for support and development of 

screenplay because not only in Serbia but also in whole Europe the main accent is given 

to the screenplay that can influence all further phases of film production. We also have 

                                                 
82 Ibid. 
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mentors that can give help to the authors of selected projects to develop their screenplay 

in more professional way. Yet, this is optional only for those authors that need this type of 

help…”83 

December of 2006 saw the Competition for co-financing Minority Co-productions, where 

six projects received support, as well as The Competition for co-financing animated, 

short and documentary films, where a total of twenty projects received support.  

 

Creation and sustainment of transparent funds intended for the development of film art is 

one of the most important requirements in order for both high quality of productions and 

healthy competition between artists to be achieved. To that end, FCS plans on 

establishing two more funds in near feature: The Post-Production fund and the Fund for 

Stimulating Quality and Box Office Ratings.  

 

 Special project for cinema theatres 

One of the projects dedicated to support the cinema exploitation domain is the creation of 

Cinema Theaters Network which would include 24 cinema theaters in the whole country.   

“…Considering the fact that the revenues from cinema tickets sale are decreasing and 

thus, are not substantial part of the overall film business revenue (only 5-6% of it) we 

wanted to rearrange the function of these 24 cinema theaters and give them more cultural 

and educational character. The network would work in the same time on education of the 

citizens in film culture and promotion of different films genres and productions. It should 

function as digital network and the 24 cinema theaters would have special programming, 

for example: 8h-10h in the morning, screening of children films; 10h-14h, screening of 

historical films from the Cinematheque; 14h-16h, screening of non European 

cinematography; 16h-20h, screening of European film productions and after 20h, 

screening of blockbusters. This would be the state network of cinema theaters and the 

FCS would be responsible for acquiring the films that would be screened in these 24 

cinema theaters. They would not be supplied by private distribution/ exhibition 

companies.  

                                                 
83  Ibid.  
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We are developing this network to function as gallery/ museum and in each cinema 

theatre there should be a library with different film literature that can be used by any 

interested citizens. This is practically a type of small cultural centre that will function 

primarily for educating and promoting film and overall visual culture.”84 

 

3. The system of film financing in Bulgaria 
3.1 The perspectives of Bulgaria within EU  

Bulgaria is trying to follow the European practice in its overall cultural development by 

investing a lot in education, training, cultural reorganisation and law harmonization. The 

results are shoving that the country is on the right way towards steady and professional 

management and organisation of its cultural activities. This is not only the subjective, 

national standing point of view but also the broader one, because the activities taken are 

highly evaluated by the European Union. Thus, from the beginning of this year (2007) 

Bulgaria has entered the EU as full-member country. In the course of past ten years 

Bulgaria managed to take active participation in several multilateral cultural co-operation 

programmes:  

— In 1998 it took part in the European Union’s Kaleideoscope, Ariane and Raphael 

cultural co-operation programmes;  

— In 2001 joined the EU’s Culture 2000 Programme (2000-2004) and its prolongation 

(2005-2006). The European Integration Department at the Ministry of Culture’s 

International Cultural Policy Directorate with the assistance of Euro-Bulgarian 

Cultural Centre were responsible for dissemination of information about the 

programme; 

— In 2000, Bulgaria was the second Southeast European country that lunched the 

Policies for Cultural Programme of the European Cultural Foundation and the 

ECUMEST Association; 

— In 2000 joined the MEDIA II Programme, followed by MEDIA Plus Programme and 

Media Training (2002-2005), that provoked creation of the National MEDIA Desk as 

a separated administrative body of the National Film Agency 

— Etc. 
                                                 
84  Ibid.  
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3.2 Development of film sector, its priorities and law regulation 

In the past 10 year Bulgaria is trying to modify its financial policy by introducing more 

open and transparent way of working in the process of providing public support to film 

production based on competitive, project based selection. This way more equal chances 

were provided for all film workers; the independent producers gain equal access to the 

funds and they are not any more “in competition” with the previous monopolistic 

production studios. The main objective of this policy is to develop a film industry in 

respect to the European legislation that would be capable to gain its own share on the 

domestic market and in the same time to penetrate on the European markets for audio-

visual production. Annually, there are two selection sessions (in June and December) and 

the applications must be respectively submitted in the months of May and November. 

Only the producers that have been previously registered within the National Film Centre 

Public Register are eligible to apply with their film projects. The public support could be 

given to full length features films, documentaries, science-popular films and animations, 

which promote the specific national cultural values. The priority is given to the films that 

will be shot on film tracks. 

 

The Film Industry Act was introduced in 2003, which fixed the state policy priorities 

regarding film industry development: 

 The right of the public to have access to various forms of film creativity; 

 Protection of the right and interest of spectators; 

 Support for aspiring talents and young creators; 

 Promotion of Bulgarian cinema both throughout the country and abroad and 

 Setting satisfactory conditions for the filming of foreign productions within the 

country. 

 

The Ministry of Culture applies sector specific policies trough national centres which are 

“hands-on” structures with an autonomous legal status and budget.  
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In this cultural sector the main responsibility was given to the Executive Agency -

“National Film Centre”.  It is a legal and administrative body of the Ministry of culture 

that regulates all the issues connected with the national film industry. Its work is funded 

by the state budget and revenues collected from its own activities.  

 

The main consultative-expert bodies of the Executive Agency NFC are: 

- The Cinema National Council – indicated for the period of 3 years; composed of 

experts, proposed by the independent professional organisation working in the film 

industry domain. This council participates in the elaboration of the programmes for 

development of the national film industry development and for promotion of the new 

Bulgarian film, it also proposes quota for support of the debut film production;  

- The National Artistic Commission – indicated for the period of 2 years; it grades the 

national film projects that applied for state financial support; 

- The National Commission for Film Categorisation - indicated for the period of 2 

years; made up of 4 equal parties that include: psychologist, sociologist, 

representatives of the Ministry of education and science, the Ministry of culture and 

tourism and the Cinema National Council. This commission defines category of each 

film that will be distributed on the territory of Bulgaria; 

- The National Technical Commission - indicated for the period of 5 years, composed 

of 5 experts in sound and image, and cinema and audiovisual techniques. This 

commission gives marks to the technical qualities of the film projects that applied for 

state financial support; 

- The Financial Commission - gives expert opinion on the financial assurance and the 

preparation of the film projects for production, distribution and cinema exploitation. 

This commission prepares and proposes mid-term budgets for full length features, 

documentaries and animations.   

 

3.3 Film financing in Bulgaria 

According to the State Budget Act the money given to the Executive Agency NFC as 

annual subsidy is generally relocated to the production of 5 features films, 10 full-length 

documentaries and 120 minutes animations, as well as to membership fees for 
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international organizations and European and regional funds and programmes. Also, as 

mentioned before part of this money remains within the Executive Agency NFC for 

maintenance of its work.  

- The state support to film project development is in proportion of 5% from the average 

statistical budget of the money given in the previous year to same type of film 

production;    

- The state financing of the Bulgarian film production can not be less that 30% from 

the average statistical budget of the money given to same type of film production in 

the previous year and not more that 80% of the overall film production budget;  

- The director’s debutant films can be financed up to 80% of the overall film budget.  

 

The overall state support for national film production for 2007 amounts 2.586.486 €. 

 Also it provides detailed conditions on the state support given to the exhibition and 

distribution of Bulgarian films and films which are been co-produced with other 

European countries or countries with which the republic of Bulgaria has signed 

agreements. 

 

3.3.1 The financing of film co-productions 

Bulgaria became member of Eurimages in 1993 and in 2004 ratified the European 

Convention on Cinematographic Co production. 

3.3.1.1 Financing of film projects under the European co-production conditions  

Bulgaria grants film co-productions made with European countries or other countries 

with which it has established bilateral cooperation agreements. The quota for film co-

production is 10% of the overall film production budget for a particular year. The 

projects that have been supported by special funds of other European parties or by the 

Eurimages and Media Programme are eligible to apply for co-production support in 

Bulgaria. These co-productions are made in respect to the European Convention on 

Cinematographic Co production. The overall state support for co-productions for 2007 

amounts 257 800 €.   

The film co-productions with European countries approved by the Financial Commission 

of the Executive Agency NFC are automatically given temporary status of national film. 
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In this case as “national film” is considered multilateral co-production with Bulgarian 

participation.   

 

3.3.1.2 Financing of film co-productions made with TV channels 

The state financing of film co-productions made with Bulgarian National Television 

(BNP) or other national private broadcasters can be up to 80% from the average statistical 

budget of the money given in the previous year to same category of film production and 

not more that 50% of the overall film production budget. The co-production project led 

by TV channel as main producer is applying for state financial support to the National 

Artistic Commission. The project that are realised by independent producers in co-

production with BNP or other Bulgarian TV channel are examined and evaluated by the 

Financial Commission of the Executive Agency NFC.   

 

3.3.2 Financing of film distribution 

The state financially supports distribution of Bulgarian films and European co-

productions aimed at screening in cinema theaters and broadcasted on TV channels. The 

applications for this type of support can be presented in front of the Executive Agency 

NCF only by distributors that have been registered within the National Film Centre 

Public Register. The projects are evaluated by the Financial Commission of the Executive 

Agency NFC. The amount of support is up to 50% (for Bulgarian films) and up to 25% 

(for European co-productions) of the overall state budget intended for this type of 

support. The dead-line for applications is the 20th of each month and the dead-line for 

decision of the approved projects by the Executive Agency NFC is the 10th of the 

following month. The distributors must submit the application at least one month before 

the date of the premiere screening of the project in question.   

 

3.3.3 Financing of cinema theatres 

The state support is also given to cinema theatres that screen Bulgarian films and 

European co-productions. The amount of support to cinema theatre is 50% from its 

revenues made by screening of Bulgarian films and international co-productions with 

Bulgarian participation in the period of six months before the date of submission of the 
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application. For screening of European co-productions the cinema theatre are supported 

in the amount of 25% from the revenues of the appropriate cinema theatre for the 

screening of the appropriate co-production.  

Aiming to promote screening of Bulgarian films and European co-productions, the state 

introduced special project based assistance intended to low capacity’s cinema theatres 

that financially supports screening of four films.  

  

3.3.4 Financing of film festivals 

Aiming to enhance the screening of Bulgarian and European film, the country has special 

type of support aimed at film festivals. The right to apply for this type of support have all 

organisations registered to perform cultural manifestations. This fund supports only 

festivals with competitive character and professional jury, and the support cannot be 

given to already finished festival. Only organisation, which has assured 50% of the total 

cost for organising a festival, is eligible to apply for state support. The amount granted by 

the Executive Agency NFC can not exceed 25% of the overall budget cost for organising 

a festival.  

 

 “…The state money invested in co-production can be up to 10% of the total production 

costs, in case when foreign co-producers have ensured almost entire financing of the 

project.  The money given by the state dedicated for film production can be used only on 

the Bulgarian territory, for production of Bulgarian films. Until, 2000 the amount of 

money invested in film production was very limited; this reflected low level of film 

production (2-3 films annually). Since, 2001 the situation has been improved; the money 

given in a form of state support for film production have augmented gradually 

throughout the years: 700.000 € in 2001, 2.000.000 € in 2002, 2.000.000 € in 2003 and 

3.500.000 € in 2004. The increase of the state support influenced bigger annual film 

production. Last year (2004) was the most successful, the record number of 11 films set 

in production processes, from which 3 are co-productions, and one of them was 

supported by “Eurimages”. The budget planed for 2005 is 6.000.000 €. Our next 

intention is more seriously to support better distribution of national feature films. So far 

the rights of Bulgarian co-productions are mainly sold to German TV houses…”  
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“…The most successful productions in 2004 were the two documentary films, “Whose is 

this song” from Adela Peeva (won TV award on the Festival  in Bombay) and “George 

and the butterflies” from Andrei Paunuv (won the award “Silver wolf” on the IDFA 2004 

– International Documentary Film Festival Amsterdam)…” 85 

 

3.4 The activities of the National MEDIA Desk 

As a mentioned before with the admission in MEDIA Plus and Media Training 

Programme (2002-2005) Bulgaria opened the Media Desk Office. Using the advantages 

of this programme, the country has taken steps and actions towards creation of new 

European environment for development of the film domain.  

Looking through numbers, the total financial support given by Media Programme in 2004 

was: 391.544 € for different film activities and 10.340 € for training of 10 film 

professionals. 

type of supported activities amount of money provided by 

 the  MEDIA/Programme 

Development of individual film projects 130.000 € 

Support to film distribution companies 195.544 € 

Film Promotions/ 2nd Sofia Film Meetings/ 2005 36.000 € 

Festivals Support-Sofia Film Festival/ 2005 30.000 € 

Total  391.544 € 

  

Training programme 10.340 € 

 

                                                 
85 Part of the exposure of Mr.Alexander Grozev, the Executive Director of the Executive Agency NFC in 

the frames of the round table discussion dedicated to Balkan film industries; organised within the 2nd Sofia 

Meetings (International Sofia Film Festival), March 2005 

 

 



 103 

One important activity organized by National MEDIA Desk in cooperation with the 

Executive Agency NFC and the French Cultural Institute was the seminar dedicated to: 

“Encouragement of the distribution of French and European Cinema” (8-9 November 

2004). The representatives from European Cinema Network, CNC, Bulgarian National 

Television and private organization ART FEST (the organizer of the Sofia International 

Film Festival), took participation on the seminar. They discussed about the Media 

Programme and its involvement in supporting more regular screening of European film in 

Bulgarian cinema. Furthermore, they analysed the possibilities of Europa Cinema 

Network to help the Bulgarian cinema theatres in their structural and programme 

development.  

 

4. The system of film financing in Macedonia 
In the beginning of my observation dedicated to the Macedonian film industry, I thing it 

is important to give short overview on the Macedonian cultural policy. Until 2007, the 

country did not have any special law that governs the film sector and thus, the 

cinematography was legally regulated under the general provision of the Law on Culture   

from 1998.   

4.1 Macedonian Cultural Policy86 

After the Second World War, Macedonia became part of the Yugoslav Federation, and 

therefore, its cultural policy was subject to the state ideology of building up a socialist 

culture. Following a long period of strict centralism, Macedonia entered a period of self-

management in the mid 70s which offered the country certain opportunities to develop 

democratic elements, similar to that of other European countries. Nevertheless, after 

breakdown of the Yugoslav Federation in 1991, the cultural policy of independent 

Macedonia once again became politically and administratively centralised. On July 1, 

1991, the Ministry of Culture became responsible for all public cultural institutions, 

which had been formerly the responsibility of the municipalities. However, the decision-

making process is shared between the Ministry of Culture, the Government and the 

                                                 
86 Most of the information within this chapter is taken from the Council of Europe, CDCULT: Cultural 

Policy in "the former Yugoslav Republic of Macedonia" - National Report. Council of Europe, CDCULT: 

Strasbourg, 2003  
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Parliament. The Ministry of Culture drafts laws and documents for the Government, 

which passes them on to the Parliamentary Committee for Culture for discussion and 

enactment. The Ministry of Culture appoints directors of cultural institutions, approves 

their programme and work, allocates the funds etc. Only, since 1998 the Constitution and 

the Law on Culture provided a certain global orientation toward culture including 

provisions for civil rights and freedoms, minority rights, the obligation of the government 

to support and develop culture. The Law on Culture identifies some objectives as being 

of "national interest", such as establishing general conditions for the continuity of culture; 

creating favourable conditions for outstanding cultural achievements; encouraging 

cultural diversity; cultural development etc. It also guaranteed the freedom of creative 

work and related rights; made possible the introduction of a civil concept of culture; an 

equal status for public and private entities that work in the field of culture; introduction of 

a decentralised system for culture; financing activities in the "national interest" through 

an open competition, etc. However, very few of these regulations have been put into 

practice. Thus, it became clear that a re-evaluation of the Law on Culture was necessary. 

Subsequently, the Law on Culture was amended in July 2003 to include: provisions for 

the re-allocation of competencies for culture (from the Parliament to the Government and 

from the Government to the Minister of Culture); clarification of the position of local 

governments in financing cultural activities of local interest; simplification of the 

mechanisms for decentralisation; setting up procedures for annual competitions, etc. 

 

Regarding financing the cultural activities, since the introduction of budget financing in 

the cultural sphere in 1990, financial resources are being allocated to the institutions on a 

yearly basis for the following items: salaries, maintain costs of the state cultural 

institutions, allowances for annual programmes etc. The Ministry of Culture is 

responsible for distribution of the public funds. The allocation of the overall state budget 

to different sectors is prescribed by law (annual Law on the National Budget). Culture's 

share of the State Budget ranges from 2.40% to 1.80%.  

In 2004 in accordance with the Law on Culture87, Article 9/1, the Ministry of Culture 

proclaimed the National Programme for Culture for the period of 2004-2008. This is a 

                                                 
87 Law on Culture, Official Gazette of the Republic of Macedonia No 31/98 and 49/03 
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bit general text that gives the principle of the cultural development and defines the 

national cultural goals, strategies and priorities. In is important to say that the first goal of 

the National Programme for Culture is the process of cultural decentralisation that should 

be done through territorial movement and extension of the activities of the already 

existing cultural institutions and organisations. This way the citizens would have equal 

possibilities, no matter its demographic belonging and place of living, to access the high 

cultural and artistic values. An important part in the cultural decentralisation would be 

given to the local administrations. Thus, in parallel with the application of the Law on 

local self-governing (2002) and the Law on financing of the local self-governing units 

from (2005) the local administration should reinforce the processes of cultural 

decentralisation and democratic redistribution of the cultural and artistic creations.  

4.1.1 The treatment of cinematography within the Macedonian cultural 

policy documents 

4.1.1.1 Macedonian cinematography within the Law on Culture   

As mentioned in the previous chapter the treatment of film domain was regulated with the 

general provisions of the Law on Culture. Still, there was a legal document, a Law on 

film from 1986, which only formally provided a definition of cinematography and listed 

the possible institutions that work in this field. This law ceased with the introduction of 

the Law on Culture. 

According to Article 65, Paragraph 1, in connection with Articles 8, 10, 62 and 63 of the 

Law on Culture and in accordance with the National Programme for Culture for the 

period of 2004-2008, an open competition has been announced for financing programmes 

and projects from many cultural and artistic areas, including film activity. Programmes 

and projects from the competition for film and archiving activities are reviewed by the 

Film Committee (an expert advisory body within the Ministry of culture, comprised of 

film professionals – external associates), which choose the proposal for annual financing.  

The proposal must be approved by the Cultural Council and adopted by the Minister of 

Culture within the Annual Programme of the Ministry of Culture for achieving the 

national interest in culture88.   

                                                 
88 The information within this paragraph are taken by IRIS Special study for Broadcasters obligations to 

invest in Cinematographic production, report on The Former Yugoslav Republic of Macedonia performed 
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Pursuant to Article 51 of the Law on Culture a film related activities are: 

 “(1) Film activity, in accordance with this law, shall be a production activity of an 

audiovisual work, as a work of art, expressed in the form of linked movable pictures, with 

or without sound, regardless the type of the carrier that contains them (hereinafter in the 

text: film). 

(2) The name of the institution or of another legal entity that performs film activity shall 

be film producer.” 

 

The other audiovisual services covered in Article 46 are not considered as cultural 

activities, as article says: 

“Printing of publications, technical processing, distribution and presentation of films, 

transactions with the movable and immovable cultural heritage (such as fine art works, 

books, video tapes, antiquities etc.), as well as copying of an original dine art work, 

postal stamp, calendar, catalogue and prospectus (except if they promote cultural 

activities), program, leaflet, name, phonebook, address book, form and other similar 

publications are not considered to be activities from the field of culture, within the 

meaning of this law” 

 As can be seen, only film production is treaded as cultural activity and thus, can be 

supported by the film budget of the Ministry of Culture. The other film related activities, 

mentioned in the Article 46 cannot be supported by the state budget and they are treated 

under the general regulations on trade activities.  

 

4.1.1.2 Macedonian cinematography within the National Programme for 

Culture for the period of 2004 – 2008 

The film related activities within the National Programme for Culture are mentioned only 

in the cultural priorities section that includes the cinematheque and film creation 

activities. 

As priories of the Cinematheque activities are mentioned: 

                                                                                                                                                 
by Saso Bogdanovski and Andriana Skerlev-Cakar from the Broadcasting Council of Republic of 

Macedonia   
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– Creation of favourable space conditions for public presentation of the 

Cinematheque values in the gallery and Cinematheque theatres; 

– Outbuilding, acclimatisation and electrification of the store and protection rooms 

for film and film-materials and supply of technical equipment and 

– Support to the examination work and to the publication of film literature  

 

While, as priorities of the Film Creation activities are mentioned: 

- Transformation of “Vardar Film-Skopje” in Macedonian film centre respecting 

the models of the European film centres; 

- The procedure for formation of the film fund; 

- Support to domestic authors and co-production projects respecting the provisions 

of the European Convention on Cinematographic Co-production and 

- Support to documentary, animated and experimental film from authors of the all 

nationalities living in Macedonian.  

 

4.1.1.3 The film financing  

As mentioned before the money for all cultural activities are coming directly from the state 

budget. From the money dedicated to culture different percentage are given to different 

cultural sectors. For example in 2002 the overall budget dedicated to culture was 20.256.557 

€, from which 7, 92 % wend to film sector. Primarily, the money are given for the salaries 

and the maintaining work of the national cultural institutions and than to different activities 

performed by other independent organisations on the basis of project based selection. This 

goes for film sector too. Thus, once a year the Ministry of Culture opens completion on the 

basis of its Annual Programme for Financing of Programmes and Projects of National 

Cultural Interest. 

After the projects and programmes have been submitted to the open competition, special 

commissions give suggestions for the allocation of the budget, according to their evaluation 

criteria. The members of the commissions have never been proclaimed publicly. So, we can 

not consider transparency as respected criteria. Considering film projects, there is a 

commission (the already mentioned Film Committee), which actually somehow functions as 

advisory body to the Minister of Culture who finally decides which film project will be 
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supported. Besides, although there is a provision according to which the producer must 

submit report to the Ministry on the expenditures of the granted money, this is not the case 

with all supported projects. Moreover, there is no legal obligation for the producer to give 

back certain amount of the granted money in case the film realises commercial success on 

the market, which hardly even happens with certain exemptions such as Milco Mancevski’s 

film - “Pred dozdot/ Before the rain”.  

 

From 2001until 2006 the annual Macedonian state budget support to film was: 

- 2001 - 1.885.245 €  

- 2002 - 1.639.344 € 

- 2003 - 1.524.590 € 

- 2004 - 1.403.372 € 

- 2005 - 1.163.934 € 

- 2006 -    983.606 € 

It is obvious that there is a gradual decrease in the amount of state financial support, 

which primarily influences the quantity of new film productions. Bearing in mine the 

importance of the film in promotion of the country’s specific cultural values the Ministry 

of Culture tried to find solution for this situation. Thus, they stated to work on creation of 

the first national film fund that should provide additional financial sources for the overall 

film sector (not only the production) and in the same time would improve the managing 

structure and introduce transparency in the process of organising and distributing the 

public support to the film sector.  

  

4.1.1.3.1 The participation of broadcasters in cinematographic 

production89 

In the past, the Macedonian Radio and Television (MRT)90 has permanently taken part in 

film production in Macedonia as producer or co-producer, supporting production both 

                                                 
89 IRIS Special study for Broadcasters obligations to invest in Cinematographic production, report on The 

Former Yugoslav Republic of Macedonia performed by Saso Bogdanovski and Andriana Skerlev-Cakar 

from the Broadcasting Council of Republic of Macedonia/ chapter 2: Obligation of Public Service 

Broadcaster   
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directly and indirectly. However, in the last few years due to the financial crises in its 

functioning, MRT has no longer been able to participate in film production. For the time 

being, there is no record of agreement or investment from the commercial private 

broadcasters in feature film productions.    

Regarding the provision of the previous Broadcasting Act91, the Macedonian commercial 

private broadcasters instead of being subject to financing obligations concerning 

cinematography, are rather beneficiaries of financial support system along with the 

independent producers and compete for the allocation of the Radio and Television 

Programme Fund. This funds support the creation and broadcasting of public interest 

programmes of commercials broadcasting companies and independent produces and it’s 

financed by 10% of the broadcasting fee.92 The Government takes the decision on the 

allocation of the funds, upon the proposal of the Broadcasting Council (an independent 

regulatory non-profit body with public authorities it the field of broadcasting). The 

Council prepares the proposal on a basis of a previously completed public completion 

procedure. Although, the Fund allows the possibility for joint film and television 

production, this was really used by producers in the past.  

The MRT cannot compete for financial support from the Fund, but it is granted the 

privilege of broadcasting without compensation the premier of the project funded by the 

Radio and Television Programme Fund that are produced by independent producers. It is 

also granted a first repetition of projects supported by the Fund that are produced by 

commercial broadcasters. All commercial broadcasters may also broadcast the repetition 

of the funded projects, upon their request.   

The new Broadcasting Act93 does not envisage the allocations of funds from the 

broadcasting fee for this purpose. Instead the percentage that was available for production 

will revert to the public broadcaster (MRT). On the other hand MRT has obligation, 

according to the Article 125 of the new Broadcasting Act to reserve at least 10% of its 
                                                                                                                                                 
90 The act on establishing the Public Enterprise “Macedonian Radio and Television” (Official Gazette of 

the Republic of Macedonia Nos. 6/ 98, 98/ 00 and 78/ 04) that is expected to be repealed with the new 

Broadcasting Act. From 1993 MRT is a member of the European Broadcasting Union. 
91 Act on Broadcasting Activity, Official Gazette of the Republic of Macedonia No. 20/ 97 
92 The legal basis for the fund is Art. 77, paragraph 1, line 5 of the Broadcasting Act 
93 Act on Broadcasting , accepted by the General Assembly on November 9, 2005 
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annual transmission time for works from independent producers in Macedonia (this 

percentage does not include news, sports events, games, advertising and teletext). To the 

end MRT is also obliged to reserve 10% of its annual budget for programme production. 

However, this provision has caused a dispute among between commercial broadcasters, 

the public broadcaster and producers in Macedonia. Doubts have been raised as to the 

capacity of MRT to conduct an open completion of the funding of programme production 

in an independent way. Moreover, it is also feared that the funds will be used in fulfilling 

the financial debts f MRT. 

Regarding international agreements, Macedonia ratified the European Convention on 

Transfrontier Television and the Protocol amending the European Convention on 

Transfrontier Television94 Thus, in Article 125 of the Broadcasting Act it is also 

proclaimed that MRT is obligated to dedicate at least 30% of its annual programme 

dedicated to foreign programmes to European audiovisual works. 

 

4.1.1.4 The cultural industry issue within the Macedonian cultural policy95 

One of the burning public dilemmas in the field of culture in the last twelve years has 

been whether there is a cultural market in Macedonia, and whether culture in Macedonia 

could exist under market conditions. 

According to the Constitution, the freedom of the market and entrepreneurship is 

guaranteed and the Republic is to ensure an equal legal position to all parties operating in 

the market. As far as culture is concerned, this can be carried out in a non-profit making 

manner through business partnerships, and in an unprofitable manner, through 

institutions. Based on this provision, numerous private institutions or business 

partnerships were established primarily in the field of publishing, film, performing arts 

                                                 
94 Act for the Ratification of the European Convention on Transfrontier Television and the Protocol 

amending the European Convention on Transfrontier Television, Official Gazette of Republic of 

Macedonia No 18/ 2003.   
95 The Council of Europe, CDCULT: Cultural Policy in "the former Yugoslav Republic of Macedonia" - 

National Report. Council of Europe, CDCULT: Strasbourg, 2003  
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etc. However, their "market" orientation basically meant applying for financial resources 

from the budget of the Ministry of Culture.  

One of the arguments for the non-market behaviour of culture is the small territory and 

the modest population, as well as the small language market, for example, in the field of 

publishing. Together they limit the conditions required to develop a fully functioning 

cultural industry. It must be pointed out that no research or comparative analyses have 

been carried out in Macedonia on the culture industries.  

 

4.2 Short historical overview of the Macedonian cinematography  

At the beginning of the 20th century several individuals fascinated with the media of 

living pictures, made the first stapes of the Macedonian film production. In 1898, the 

elder of the Manaki brothers, Janaki, established his own photographic studio in Ianina, 

where he was appointed as a teacher of fine art at the Romanian secondary school. In the 

following year the younger brother Milton arrived at the studio of his brother in order to 

study the art of making photography. 1905 proclaimed the creative film history in 

Macedonia. Janaki bought his first film camera "Bioscope" No.300, manufactured by 

Charles Urban Trading Co. With this camera, the brothers made the first "living pictures" 

not only in Macedonia, but in the Balkans too. The Manaki Brothers moved their 

photography shop from Ianina to Bitola and in Broad Street opened the well-known 

"Studio of Artistic Photo". All the pornographies and films shot by the Manaki brothers 

were given to the Macedonian State Archive. Later, they were transferred to the 

Macedonian Cinematheque. 

In 1923 according to the script of Arsenij Jovkov, the film titled “Macedonia” was 

produced. The initiative and the funds for this project were given by the “Ilinden 

Organization”, composed of progressive political emigrants from Macedonia. 

In 1931 the first attempt of organised film production was made by the Film Department 

of the “Office of Hygiene” in Skopje. 

After the Second World War, the institutional film production began in Macedonia. At 

that time the main film institutions were established in the country, such as: “Vardar 

film”, “Macedonia Film”, “Bureau for Cultural and Educational Film”, “Faculty of 

Dramatic Arts”, “City Cinemas” and “The Macedonia Cinematheque” and the 
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Macedonian Television, which gave great contribution in the process of forming of the 

Macedonian visual conscience.  

In 1952 the first Macedonian feature film “Frosina” was shot. The script was written by 

the Macedonian writer Vlado Maleski and the film was directed by the Serbian director 

Vojislav Nanovic. 

Nevertheless, the maturity and development of the Macedonian cinema is considered to 

happen in 1971 with the film “Crno Seme/ Black Seed”, directed by Kiril Cenevski. The 

script for this film was developed on same titled novel by the Aegean Macedonian writer 

Tashko Georgievski. By the year 2000, the Macedonian film production numbered 47 

feature films. The majority of them were produced by “Vardar Film”, which has 

remained the only Macedonian producer for years. From 1945 until 2000 over 800 short 

films, documentaries, full-length and animated films were made.  

 

4.3 The creation of the independent Macedonian Cinematography  

After the breakdown of the Yugoslav Federation and the proclamation of the Macedonian 

independence many change happen in the overall socio-political and economical life 

which influenced all public and cultural sectors. Likewise, the film production has 

undergone fundamental transformations, which primarily resulted in a rearrangement of 

the financial and organizational criteria. Until 2000 only “Vardar film” managed to 

maintain certain production continuity by shooting several full-length films and 

documentaries, which was not the case with other private production companies that 

flowered in the same period, mainly established to have legal access to the state film 

support. The six institutions working within film sector were directly supported by the 

state budget were: “Vardar Film” (production house), “Macedonia Film” (distribution 

house), the Macedonian Cinematheque, Society of Film Workers of Macedonia, Film 

Youth of Macedonia and the Film Youth of Skopje. 

 

4.4 The film production 

The biggest national production house “Vardar film” was established in 1947. Aiming to 

build its professional personnel, many film workers were educated abroad to develop 

their film production skills. Also, the technical capacities steadily upgraded. All this 
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effected with considerable increase in the quantity and quality of the domestic film 

production. 

In the middle of the 1960s the Macedonian filmmakers could have an independent status, 

which also influenced positively on the national film production. They often associated 

and/or collaborated with the national production house by signing separate contracts.  

In 1968 the Film Makers' Association was created. As a result, the competition between 

“Vardar film” and the Film Makers' Association began, which strongly contributed to the 

progress of the Macedonian film production. After the dissolution of the Film Makers' 

Association, except by “Vardar Film” the film production initiatives were taken by the 

national distribution house "Macedonia Film" and the national film screening house "City 

Cinemas". These three institutions were occasionally making some co-producing 

projects. 

4.4.1 Co-production activities 

The first private production company was established in 1989. At present time there are 

around 100 private production companies, operating more or less successfully. For 

financing their film projects they apply to the Ministry of Culture and/or they enter in co-

production with other countries. The first international co-production in Macedonia was 

introduced with the film “Pred dozdot/ Before the rain”, directed by Milco Mancevski. 

The two countries involved in its production (UK and France) proposed Macedonia to be 

the third one. This was very successful co production; the film was released in 1994, in 

1995 won the Golden Lion for the best film at Venice Film Festival and was nominated 

for the prestigious award Oscar in the category for best foreign film.  

 

Tending towards harmonisation of its provision with the EU legislation regarding film 

domain, Macedonia has ratified the European Convention on Cinematographic Co-

productions96 and become part of the Eurimages fund in 2003. These agreements opened 

new conditions and possibilities for achieving mutual interest and co-production on 

common cinematographic projects with other European countries. So far, cooperation on 

co-productions has been established with Croatia, Slovenia, France, Czech Republic, 

                                                 
96 Act on the Ratification of the European Convention on Cinematographic Co-productions, Official 

Gazette of Republic of Macedonia No. 18/03 
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Germany as well as Bosnia and Herzegovina. In addition, a bilateral agreement with Italy 

on cooperation on film productions was signed. 97 Macedonia is also member of the SEE 

Cinema Network. For the Ministry of Culture the work of co-production projects is of a 

great importance because it allows an increase in the number of film produced as well as 

their wider circulation; this fact has influence on the priorities in the allocation of funds 

during the annual open competition held by the Ministry of Culture.    

 

Other co-productions in Macedonia were established on the following films:  

- “Angeli na otpad/ Angels on a dump” by Dimitrie Osmanli, 1995 (Macedonia and 

Bulgaria); 

-  “Preku ezeroto/Across the lake” by Antonio Mitrikeski, 1996 (Macedonia, 

Poland and Albania); 

- “Samounistuvanje/ Self-destruction” by Ertill Altanaj, 1996 (Macedonia and 

Turkey); 

-  “Odmazda/ Revenge” by Jan Hintjens , 2001 (Macedonia and Belgium); 

- “Prasina/ Dust” by Milco Mancevski, 2001 (Macedonia, Germany, UK and Italy); 

- “Sudbinata kako staorec/ Destiny as a rut”, 2001 (Macedonia and Bulgaria); 

-  “Reheating of the yesterday’s lunch” – Kostadin Donev, 2003 (Macedonia and 

Bulgaria); 

- “Kako vo los son/ As a bad dream” by Antonio Mitrikeski, 2003 (Macedonia and 

Croatia); 

- “Kako ubiv svetec/ How I kill the saint” by Teona Strugar Mitevska, 2004 

(Macedonia, Slovenia, France and Hubert Bals Foundation); 

- “Golemata voda/ Big water” by Ivo Trajkov, 2004 (Macedonia and Czech 

Republic);  

- “Iluzii/ Illusions” by Svetozar Ristevski, 2004 (Macedonia and  Austria); 

- “Bal kan kan” by Darko Mitrevski, 2005 (Macedonia and Italy); 

- “Kontakt/ Contact” by Sergej  Stojanovski, 2005 (Macedonian and Germany; the 

first Macedonian film supported by Eurimages); 
                                                 
97 Act on the Ratification of the Agreement on Cinematographic Co-production between the Government of 

the Republic of Macedonia and the Government of Republic of Italy, Official Gazette of the RM No. 13/ 03 
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- “Karaula/ Watch Tower” by Rajko Grlic, 2005 (Macedonia, Croatia, Bosnia and 

Herzegovina, Serbia and Montenegro, Slovenia, UK; the film was also supported 

by Eurimages”) 

 

According to the current Macedonian standards of production (1-3 films produced 

annually), 2006 was a pretty winning year; the full length features shot within this year 

are:  

- “Prevrteno/ Overturned” working title “Papokot na svetot/ Navel of the world” 

by Igor Ivanov – Izi; 

- “Jas sum od Titiv Veles/ I’m from Titov Veles” by Teona Strugar Mitevska 

(supported by Eurimages); 

- “Senki/ Shadows”/ working title “Koski/ Bones” by Milco Mancevski 

(After the international success of his previous two films, Milco Mancevski earned its 

reputation as excellent film director and valuable representative of the Macedonian 

culture abroad. Therefore, the state support for his latest film project was not 

questionable. The Ministry of Culture financially supported the realisation of “Shadows” 

by covering 50% of its overall film budget, in the amount of 2M€. This is the biggest 

state support given to one independent film project. The film was also supported by 

Eurimages. The shooting of the film lasted 63 days and for that purpose the first film city 

was build in Skopje/ Macedonia. The film realisation involved international team of 150 

members coming form 15 different European countries. It is a co-production between 

Macedonia, Germany, Italy, Spain and Bulgaria); 

- “Boli li?/ Does it hurt?” by Aneta Lesnikovska  

(This is the first Balkan Dogma film, realised as co-production between 

Macedonia/ AKA Film-Skopje; Kosovo/ Concordia Pictures, HD Film 

Production-Pristina and the Netherlands Film Institute. “Does it hurt” is example 

how a film project can be realised based on the belief, hard work and enthusiasm 

of the team involved in the process. The film production was not supported by the 

Ministry of culture, and thus, the Macedonian financial part practically was the 

unremunerated work of the overall production and artistic team involved in the 

project. The Concordia Pictures enabled all technical equipment and the 
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Netherlands Film Institute covered the film editing costs. The whole process of 

film realisation lasted 7 months. After the film was accepted at the International 

Film Festival in Rotterdam (in the official completion programme) where it had 

its world premiere, the Ministry of Culture decided to help the project by covering 

the transfer cost from HD to 35 mm tape.) 

Unluckily, transparency is not a strong side of the Ministry of Culture and its Film 

Committee responsible for redistribution of the state budget money. It is not unusual the 

state support to be given to film projects with doubtable realisation potential, lead by 

producers near to the actual government structure. 

 

For example, the film “Secret book” by Vlado Cvetanovski started its shooting in 2000 

and was finally completed in the second half of 2006. As well, the film “Balkan in not 

dead” by Aco Popovski from 2004 until 2006 was regularly supported by the Ministry of 

Culture and in each selection cycle the project obtained more money only for script 

development.  

The film budget of the Ministry of Culture significantly decreased in 2007. Thus, the 

decision was to support only one full length feature film (“Ova ne e amerikanski film/ 

This is not an American film” by Saso Pavlovski) plus one medium-length feature film 

and four short films. The already mentioned film “Balkan in not dead” by Aco Popovski 

was not supported in 2007. Furthermore, according to the special Government decision 

the film “Shadows” by Milco Mancevski obtain another 400.000 €, not from film budget 

of the Ministry of Culture but directly from the budget of the Government of the 

Republic of Macedonia98.  

 

4.4.2 The transformation of “Vardar film” in the First National Film 

Centre 

In this chapter I will briefly present the current situation of the oldest and biggest national 

production house “Vardar film”.  

                                                 
98 The information about the redistribution of Ministry’s of culture film budget for 2007 was taken by the 

statement given by Zlatko Janevski (the spokesman of the Ministry of culture) given in the daily newspaper 

“Vreme” on January 30, 2007 
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The main problem of “Vardar film” is the financial debt that blocked its account in 1999. 

Until now, the Ministry of Culture and the Ministry of Finance have not found solution 

for financial recovery and improvement of the working condition of this institution. The 

25 employees of “Vardar film” in the last eight years are working for minimal salary of 

7.000 denars (about 114 €). As a result to this situation the previous director of “Vardar 

film” (resigned from its position in April, 2007) sued the Government. According to the 

Ministry of Culture there are two possible solutions: the Government intervention for 

financial recovery of “Vardar film” or its total liquidation. In the meantime the building 

in which the “Vardar film” is situated together with the Association of Film-workers and 

the private production company “Spektrum” is dealing with serious technical difficulties. 

There was an initiative for transformation of the “Vardar film” from production house 

into the first National Film Centre. Therefore, functioning as film centre the “Vardar 

film” should assure strong logistic support to national film producers as well should 

provide all the necessary technical equipment for performing all production and post-

production activities. The formally-legal procedure for transformation of “Vardar film” 

passed in 2006, yet it newer start function in practice due to the unsolved financial debt 

and block account. The only hope for starting the work of the film centre was the 

expected grand (800.000 €) from the Japanese government for technical equipment. 

Unlikely, this grant failed so the vision for development of the centre as base that would 

provide services for the national and regional film projects never happened. Thus, the co-

productions become practice of the Macedonian cinematography, but except shooting 

location so far Macedonia doesn’t have capacities to offer other technical services.  

 

4.5 Macedonian film distribution and exploitation 

Until the formation of the first serious national distributor “Macedonia Film” in 1968, the 

process of development of the distribution activities in Macedonian went through few 

phases with several institutions that continually were inheriting each other in a row.   

Since, 1988 “Macedonia film” has extended the scope of its activities including: renting 

and distribution of films and videotapes, production of films and videotapes, screening of 

films and videotapes, as well as re-recording of videotapes.  

The oldest film’s screening company the “City Cinemas" was established in 1948. 
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After the breakdown of Yugoslav Federation several private film and video distribution 

companies entered the scene such as: "Manaki Film", “Nirvana”, “SV.RSA” and 

“Premium Film”. They managed to establish contacts and cooperation with prestigious 

film companies (Warner Bros, Paramount, Universal, MGM, United Artist, Columbia 

and Tri Star) that resulted with entrance of the most spectacular world blockbusters on 

the Macedonian big screens. Hence, in average 55 foreign films are imported each year in 

Macedonia from which 95% are coming from America; that leaves only 5% to European 

or other world film productions. There are several reasons for this situation: the American 

companies are giving much favourable conditions for the Macedonian distributors, no 

structural state programme for enhancement of the screening of European films, 

inexistence of special education/ information programmes for development of film 

culture among the citizens etc. The period of the nineties and the appearance of the video 

recorder and expansion of the piracy deprived the cinema of its priority and led to an 

extensive closure of film theatres. Also, the number of cinema-goers decreased 

significantly. The situation a bit improved (only regarding cinema attendance) in the 

beginning of 2000, mostly due to the work of private distributors that made the cinema 

repertoire more diverse and interesting, especially for the younger audience. Yet, the 

basic problems remained; moreover the situation has worsened with the process of 

privatisation and unsolved property structure of the cinema theatres as well as the 

introduction of the digital technology that opened new access for film piracy.  

 

The first cinema theatre “Vardar” was opened in Skopje in 1912. The second one 

“Balkan” followed after four years. In the next years cinema theatres were opened in 

several towns throughout Macedonia. In 1954 the number of permanent cinema theatres 

amounted to 77, in 1955 it amounted to 82, while in 1972 there was a record number of 

86 cinemas. Since 1980 that number has been in a state of continual decrease.  

Today, in Skopje only 4 cinema theatres are actively working: “Milenium”, Art Cinema 

“Frosina” and the two small cinema halls in the shopping mall “Ramstor”. There are 

three more cinema theatres in three other cities in the country: Bitola, Ohrid and Gevelija, 

which have irregular and poor screening repertoire. From the potential of 3, 8 millions 

cinema goers per year in the country, the balance for 2006 was only 37.000 visits. 
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Furthermore, in ex-Yu frames, Macedonia participated with 13-15% in the total revenues 

from cinema attendance, which today decreased to 0, 3%. 

Yet, let’s observe a bit more detailed the situation regarding the work of the cinema 

theatres within the capital city.  

The Art Cinema “Frosina” functions as state cinema theatre, under the governance of the 

Skopje city municipality. The work of this cinema theatre is mainly financed by the 

Ministry of culture. Being part of Europa Cinema Network, the Art Cinema “Frosina” is 

additionally funded by the Eurimages. Therefore, it has obligation to dedicate more than 

33% from its screening repertoire to European film productions.  

In 2005, the Turkish investor Koch Holding built a big shopping mall in the centre of the 

city. According to the initial project, 1.800m2 from the overall shopping mall space had 

to be dedicated to creation of the first multiplex cinema in the country. From the 

spectacularly announced five cinema theatres, only two were built. These two small 

cinema theatres (each with 100 seats) are managed by the shopping mall owners and their 

screening programme (dedicated to the major blockbusters) is arranged in collaboration 

with the private distributor “Premium Film”.  

The situation is similar with the private cinema theatre “Milienium”, which principally 

collaborates with the “Manaki Film” distribution company. The owners “Milenium” 

occasionally rent the cinema theatre for other commercial purposes just to provide 

additional revenues for maintaining its work.   

As can be seen, the film distribution and exploitation in Macedonia is hardly surviving. 

On the other hand, the state so far did not introduced any kind of structural support to 

theses film sectors. Besides, one of the reasons for closing the cinema theatres is the film 

piracy. Although the Macedonian law on copyright and related rights was accepted in 

1996, until now it didn’t have any prolific practical application. There were several 

actions conducted by the Ministry of Culture for confiscation and destruction of the pirate 

DVDs, yet there is no permanent control and structural action for suppressing this illegal 

market.  

4.6 The Macedonian Cinematheque  

The Macedonian Cinematheque was established by Law in 1974, and it formally started 

with its activities in 1976. The Macedonian Cinematheque has the legal obligation to 
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process, keep, protect and present films and film material of particular artistic, cultural, 

scholarly, historical or other social significance. Furthermore, it is obliged to create a 

collection of films and film material of the entire domestic production and the most 

influential films from all over the world.  

The collection of over 7500 films from the domestic and foreign film heritage classify the 

Macedonian Cinematheque among the middle-ranking institutions of this type in the 

world. Apart from the ample collection of full-length films, documentaries, educational 

and animated films, there are over 60,000 photographs, film posters, catalogues, leaflets 

and other advertising material in the photo library’s depots. In addition, the library houses 

a comparatively rich collection of film literature.  

The Macedonian Cinematheque also conducts publishing activities, wherein about 20 

titles have been issued so far. In 1977 the Macedonian Cinematheque initiated the 

publishing of the Cinematheque Monthly magazine, which was renamed Kinopis in 1989. 

Since 1991 the Macedonian Cinematheque has been a member of the International 

Federation of Film Archives (FIAF).  

One of the most outstanding projects of the Macedonian Cinematheque is the launch of 

the Century of Film in Macedonia CD-Rom, which is one of the most important 

documents of Macedonian cinematography, its authors, works and institutions (2000).  

 

In 2006 the Macedonian Cinematheque obtained its own proper working space in the 

building of the library “Drugarce”. Before that, the Cinematheque was functioning within 

the building of the MRT. Thus, after 30 years of its establishment the Macedonian 

Cinematheque for the first time obtained its cinema theatre. The theatre was equipped 

with modern screening technology and has capacities of 136 seats. There is regular 

screening programme conceptually selected, which is mostly dedicated to the European 

national cinematographies.  

 

4.7 The Film Festivals 

There are several film festivals in Macedonia. The oldest and the most prominent among 

them is The International Cinematographers Film Festival “Manaki Brothers” (the ICFF 

“Manaki Brothers”), organised for the first time in 1950.  
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The others are: the International Skopje Film Festival (established in 1998); the National 

Festival of Non-professional Film (established in 1964), the Camera 300 International 

Festival of Amateur Film in Bitola (established 1993) and the International Film & Video 

Festival of Authors from Southeastern Europe in Strumica (established 2004). 

Herby, I will briefly present the situation of the professional (non-amateur) film festivals. 

 

The ICFF “Manaki Brothers” is organised by the Macedonian Film Professionals 

Association (MFPA). Each year, the festival is held in Bitola under the auspices of the 

President of the Republic of Macedonia and is financially supported by the Ministry of 

Culture. The festival attracts both film professionals and film admirers from all over the 

world. 

The main programme part of the festival is dedicated to film cinematographers who 

compete with their latest film productions for Golden, Silver and Bronze Camera 300, 

awarded by the Festival’s International Jury, currently composed of five members. 

Beside the official competition, there are two non-competitive programme parts: the 

Short Film Programme, showing the selection of the latest short film productions from all 

over the world and the Student Programme “Manaki Brothers” dedicated to the works of 

young and talented filmmakers. Within the frame of the festival programmes there are 

also workshops, seminars, and roundtables. The Festival is also famous for its Life 

Achievement Award – a Golden Camera 300 awarded to outstanding and leading world 

cinematographers.  

Since 2002, ICFF “Manaki Brothers” is a member of the European Coordination of Film 

Festivals (ECFF).  

 

The International Skopje Film Festival (SFF) is organised and managed by private 

company. Since its first edition in 1998 the Festival continues to follow its main mission: 

to promote film and the cinema as a form of art, to educate and help young talents. The 

purpose of each festival edition is to present a non-competitive, invited season of new 

films in a wide variety of styles and genres. This way it contributes to give chance to the 

audience to see on big screens the new styles and trends in film-making and demonstrate 

the development of art in cinematography. The SFF encourage screening of inventive, 
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visually stunning, controversial new films that might not otherwise be brought to 

Macedonia.   

The festival is partially financed by the Ministry of culture. The other financial assets for 

organising this event are coming from the several big companies in a form of 

sponsorship. This is practically one of kind situation in which different sponsors are 

interested to support a film related activity. This is not unusual because SFF manages to 

bring back the Skopje cinema audience to the cinema theatres during the whole period of 

festival occurrence. Occasionally, during the festival there are different workshops and 

lectures organised. Yet, sometimes there is not enough money to cover the organisation 

of the SFF. This is the reason way in 2006 the festival realisation was postponed in the 

month of September (usually each year happens at the end of March/ beginning of April).  

The SFF has rich film screening programme that embrace the latest world, European and 

regional feature film productions, short films, American independents and it the last 

edition (2007) the organiser included special programme part dedicated to animations. 

Thus, efforts are made into ensuring that the audience gains access to a richer and more 

completed programme as well as to set the foundations for mounting the festival to a 

higher quality level.    

The SFF collaborates with the other regional film festivals and its part of the European 

Coordination of Film Festivals (ECFF) since 1999 and CentEast Network since its 

establishment in 2003. 

 

The AsterFest, film and video festival, focus on documentary, fiction (features or shorts) 

works of film authors who are coming from/or living in Western Balkan region, 

neighbour countries and other related meridians. The main aim of the festival is 

promotion of new, alternative multicultural fields.  

This festival is organized under the auspices of the Strumica municipality in collaboration 

with the National Institution, the Museum of Strumica. The main sponsor of the festival 

is the Macedonian mobile-phone provider – Cosmofon. This is one of kind manifestation 

that occurs in the East part of Macedonia. Its latest (third) edition that happened this year 

at the end of May, was for the first time symbolically financially supported by the 

Ministry of Culture 
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Several awards are given on the festival: the Gold, Silver and Bronze Horseshoe for SEE 

film authors who present their films in ASTERDOCS category; the special award - 

gOLDen projector and ASTER PRIZE for high achievements in author film. The selection 

is made by 3 member international jury.  

 

4.8 The Film Fund Act 

The Ministry of Culture aiming to improve the overall functioning of the national film 

industry decided to form a separate, legally and financially independent institution that 

would develop and mange the work of this cultural sector. Therefore, the Ministry 

initiated the creation of the first National Film Fund whose work would be regulated with 

the provisions of the new Act on Establishing a Film Fund (Film Fund Act). This way the 

budget money for support of the national film industry would be directly transfer to the 

Film Fund, while special commission (the Managing Board) composed of film 

professional would decide upon the redistribution of the fund assets.  

As explained in the chapter dedicated to film financing in Macedonia, the main 

responsible body for managing and redistribution of the film fund assets is the Ministry 

of Culture, and the final decision for granting certain film projects is given by the 

Minister of Culture after the consultation with the Film Committee. According to the 

Film Fund Act, the state (the Ministry of Culture) would have only supervisory over the 

work of the fund. This way the competences of the Minister of Culture are being de-

concentrated. Regarding the fund assets, the state budget money would continue to be the 

main source of the fund, yet other additional sources would be introduced to increase the 

overall amount of money that should be distributed in a form of support to all film sectors 

(not only to the film production).  

 

The first step towards creation of the Film Fund was the introduction of legal document 

that would regulated the organisational and working activities of the this new institution. 

Therefore, in 2005 the Ministry of Culture made the draft proposal of Film Fund Act. 

Open to reactions of the Government bodies and film-workers upon the draft proposal, 

the Ministry organised two public debates (March, 2005 and February, 2006). The 

representatives of the: Ministry of Culture, Ministry of Finance, Ministry of Transport 
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and Relations, Association of the Film-workers and all other relevant independent film 

organizations (producers, distributors, video retailers etc) took participation on the those 

debates. The main disagreements were upon the new financial mechanisms that should 

increase the fund money by imposing taxes on the work of commercial independent film 

sectors such as distribution, video renting and public screening. Also there was a reaction 

by the Public Broadcaster (MRT), which according to the Film Fund Act should give part 

of its broadcasting fee to the fund for support of cinematographic production.    

 

After several discussions upon this document led in the General Assembly (at end of 

2005 and the beginning of 2006), the Film Fund Act was finally adopted on 26th of May 

2006. 

With the introduction of Film Fund Act, Macedonia coordinated its activities with the 

provisions of the European Convention on Cinematographic Co-production, ratified in 

2003. Moreover, with this law Macedonia is going one step further in adjusting its 

working to the European practice which is also an obligation for harmonization with the 

EU audiovisual standards.  

According to the Article 2 of the Film Fund Act, the national institution Film Fund is 

created to assure continuity in financing of the film activities through different film 

projects that express the national interest as well to promote, stimulate, present and take 

care of the film creation. In performing its activities, the Film Fund (as it’s stated in 

Article 3) must respect the principles of transparency, professionalism and working 

responsibility.  

  

At the end of each year the Film Fund passes the Programme for financing of film 

projects and promotion of the film creation in Republic of Macedonia (The annual 

programme) that would be applicable for the next year. Before, its application the annual 

programme must be approved by the Ministry of Culture. The film projects eligible to 

apply for support are feature films, documentaries and animations.  

 

The assets needed for creation and working of the Film Fund are mainly assured by the 

state budget, through the Ministry of Culture for the current fiscal year. Yet, the idea of 
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creation of the Film Fund is to introduce funds financing instead of budget financing. 

Therefore, several other sources for financing have been noted in the Film Fund Act:      

own income from distribution, interest from bank deposits, donations, gifts, 5 % from the 

total values of the copies for film distribution in the Republic of Macedonia, 2% from the 

lottery and entertainment games, 2 % from Cinema Box-Offices, 2% from the film copies 

(DVD, VHS) rent, 1% from the broadcasting fee designed for the Public Broadcaster 

(MRT) and 2 % from Commercial Television broadcasting licences.   

 

The fund assets would be primarily used for financing of the film projects that express 

the national interest of the Republic of Macedonia. By exception the fund would support 

the film distribution and film exploitation as well as other cultural activities conceded 

with presentation and affirmation of the Macedonian film creation such as the works of 

film amateur organisations and young and talented authors.  

 

The main decision making body of the Film Fund would be composed of Executive 

Director and 5 member’s Managing Board. They would have mandate of 2 years and 

would be appointed by the Government on the proposal of the Minister of Culture. 

 

The fund money would be redistributed to different film projects upon the selection made 

by the Managing Board on the proposal given by the Executive Director. The fund opens 

competition twice a year in the moths of May and September. On the competitions can 

apply producers registered within the Central Register of the Republic of Macedonia with 

prime activity-film production. At least 50% of the money given to a film project must be 

spent on the territory of the Republic of Macedonia.  

The level of compulsory participation of the producer in the overall film budget with the 

Film Fund Act was decreased from 10% to 7, 5%. 

 

The Film Fund had to start its work on 1st of January, 2007. Yet, this didn’t happen 

because the Film Fund was not structurally and financially prepared to begin with its 

activities. Therefore, the year 2007 is considered as period of transition until the fund is 

ready fully to perform its activities. In this period the money for working of the fund 
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would be transferred on special bank account of the Ministry of Culture. Also, the 

Ministry of Culture would open the completion for financing of film activities that 

express national interest and would pass the Programme for financing of film projects 

and promotion of the film creation. In this preparation phase the obligation of the Film 

Fund would only to follow the realisation of the activities performed by the Ministry of 

Culture.   

 

CONCLUSION 

In respect to the information that I acquired regarding the issues of mechanisms of 

financing the film industry through the readings, researches, analyses, discussions and 

interviews that I performed in the course of the last two years as well as my internship in 

the Centre National de la Cinématographie, in this chapter I would give my opinion on 

this particular issue especially in relation to the level and perspectives of development of 

the film industry in my country of origin Macedonia.  

The film industry is a bit extensive issue composed of different film related activities, 

whose functioning depends on the overall socio-political structure in one country, the 

level of economic development and its market policy, the cultural policy as well on the 

international agreements and regulations that the country has accepted by being a part of 

bigger economic and cultural community. Taking in consideration all these relevant 

factors I have tried to create a structure of my research paper (MA Thesis) that would 

enable chronological and comprehensive knowledge of what is film industry, how it has 

been regulated on national and supranational level, which are the positive effects of its 

well functioning and what kind of mechanisms exist/ or should be introduced to improve 

the suitability and support the further development of the industry.    

 

The duality of the film nature being in the same time cultural and market good is very 

inviting for me. Each state on national level is trying to find solution how to incorporate 

these two opposite characteristics and make them function synergistically. That way, the 

state would have double benefit. On one side, would promote its specific cultural values 

expressed thorough the moving images and on the other side, would increase the 

economic effects in the country produced by exploitation of the domestic film production 
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on national and international audiovisual markets. In this respect, I began my exposure 

with the programmes and regulations introduced on supranational level within the 

European Audiovisual Policy. Aware of the importance of the film sector as part of the 

culture and its possibility to produce economical effects the EU is struggling to find the 

most suitable solution for the European audiovisual sector and to assure free market 

circulation of the audiovisual products of its country members taking in consideration 

their cultural differences. Nevertheless, there have been contradictions among the needed 

public support to the national film industries that each country member has introduced in 

respect to its specific cultural and economic preferences and the level of allowable 

national public support in respect to the EU audiovisual provisions that would not 

obstruct the functioning of the common audiovisual market.  

Further on, I made brief comparative analyse of the financial mechanisms that different 

EU countries have introduced to support the development of their film industry with 

special attention pun on the French system, which is the most developed and respected in 

whole Europe.  

 

The second part of this thesis is dedicated to the level and perspectives of development of 

the film industry in several Balkan countries as well to the mechanisms of public support 

to the industry they are trying to develop respecting the European audiovisual practice.  

If we make a general overview of the film industry in the Balkan region we might 

summarise that in the last fifteen years the end of the socialist period brought (more or 

less) state interference in filmmaking to an end, which meant significant decrease of 

centralised government funding. The shift to a market economy affected every level of 

the film industry from its basic infrastructure to its mode of financing and administration. 

These changes produce similar consequences in all former socialist countries: a sharp 

decrease in state subsidies, empty studios looking to attract foreign film crews, the 

disappearance of domestic films from the circuits and lots of unemployed film 

professionals. The funding crisis led to shrinking production and its way of financing 

significantly changed, moving from the unit-based studio system to producer-driven 

undertakings. State subsidies, competitive in some countries or automatic in others, 
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became the main source of film financing. Most studios became partially or fully 

privatised, and today compete in attracting foreign film crews to shoot on location. 

However, there are specific characteristics that differ from country to country. In this 

sense, aiming to analyses the Macedonian film industry in relation to its regional context 

presented the functioning of the national film industries in three other regional countries. 

The selection of Croatia and Serbia was made on the basis of similar historical, socio-

political and developmental background with Macedonia, all of them being part of the 

Yugoslav Federation. On the other hand, Bulgaria was selected as a country example 

from the region that succeeded effectively to rearrange its film policy in respect to the 

European practice, which recognised and fully supported by the EU. This way Bulgaria 

has opened new perspectives for further development and promotion of its film industry.     

In general, Croatia, Serbia and Macedonia have several things in common: no firm legal 

base that regulates the overall film sector, difficulties in establishing sustainable 

continuity of their national film productions, not well developed technical infrastructure 

for production and post-production activities, budgetary financing of the film activities 

(mainly film production), practical inexistence of the film market, destroyed national 

cinema theatres network etc. However, all of them are working on creation of national 

systems for support of their film industries that would provide solid base for its proper 

development. They all ratified the European Convention on Cinematographic Co-

production and become members of the Eurimages fund. Following the good examples 

from the well develop countries they are trying to introduce mechanisms that would 

increase the financial possibilities for support of the industry.    

 

In the last chapter of this research document I made an overview of the overall 

functioning of the Macedonian film industry with short historical background that 

reflected the current situation. As the focus in this thesis in put on the mechanisms of 

financing the film industry herby, I would exposes my opinion concerning this issue in 

Macedonia. The current system of film financing in Macedonia is budgetary and the 

public support is primarily dedicated to production of full-length feature films. The 

redistribution of the money is centralistic organised; all power is given in the hands of the 

Ministry of Culture. The state support to film production is made on project based 
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selection open once a year and the project are selected by the Film Committee while the 

final decision is given by the Minister of Culture. The new Film Fund Act introduced in 

May, 2006 stipulates creation of new institution (a Film Fund) which should deal 

exclusively with the film industry and its overall functioning in the country. The Film 

Fund would work as legally and financially independent body under the supervision by 

the Ministry of Culture. The Film Fund should provide legally and organisationally firm 

base for professional, transparent and sustainable development of the national film 

industry. The organisational structure in the fund as proposed by the Act would consist 

of one Executive Manager and five member’s Managing Board with mandate of two 

years. Also, they would be responsible for selection of the supported film projects. There 

would be two annual competitions (instead one) for support of the feature films, 

documentaries and animations. As it seems, the same five member committee would 

decide upon the selection of all applied film projects in the period of two years. Also, no 

external independent experts are mentioned to be part of the selection process or at least 

to monitor the professionally and transparency of the selection procedure made by the 

Managing Board. Thus, it seems to me that no de-concentration of power is made only 

the provision of the Minister of Culture is given to the Executive Director of the Film 

Fund and the provision of the Film Committee of the Ministry of Culture to Film fund’s 

Managing Board.  

Furthermore, the Act on Film Fund addresses only the cinematography. The positive 

examples from Europe show that within the system of public support all audiovisual 

activists should be taken in consideration. Thus, the financial support has to be arranged 

for all segments of the audiovisual industry (cinema, TV and video production/ 

distribution and exploitation). This way only, a productive audiovisual market can be 

created. The functioning of the market would be reliable base for anticipation of the new 

automatic mechanisms of film financing and subsequently would provide better 

sustainability of the overall film industry. On contrary, in Macedonia we have a bit 

confusing provisions. If we take for example the situation of the Macedonian film and 

video distribution and exploitation, we can see that they have been completely privatised. 

So, they must promote film culture and earn its revenues on the market, which practically 

does not exist. On the other hand, the state does not do anything to stimulate the creation 
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of the market. In whole country there are only seven cinema theatres working. The level 

of audience’s attendance to the cinema theatres is significantly below the overall state 

potential. These seven cinema theatres (except the state cinema “Frosina”) are barely 

covering its maintaining costs. One of the reasons for this situation is the film piracy. 

Even though The Law on Authors and Related Rights was introduced in 1996 in doesn’t 

function in practice. The state had several interventions for confiscation and destruction 

of the pirate film copies, yet there is no permanent action to prevent the existence of this 

illegal market. The latest world film productions can be easily find on the streets in the 

price of 80 denars (1, 3 €). This is also a big problem for video distribution companies. 

Thus, these film sectors are not profiting from its activities on the “market”. Besides, the 

new Act on Film Fund has provision in which is stated that 5 % from the total values of 

the copies for film distribution in the Republic of Macedonia, 2 % from Cinema Box-

Offices and 2% from the film copies (DVD, VHS) rent should be one of the new sources 

that would supply the Film Fund with additional assets? This would be a normal 

provision only when the state creates conditions for their market behaviour. In addition, 

the support to theses sectors according the Act on Film Fund is put as an exception 

because the priority is still given to the film production.  

 

The situation is similar with the broadcaster’s contribution in film production. The Act 

stipulates that 1% from the broadcasting fee designed for the Public Broadcaster (MRT) 

and 2 % from Commercial Television broadcasting licences should be given to the Film 

Fund. On the other hand the fund does not separate assets for support of the independent 

television production. This can be excusable because in the new Broadcasting Act from 

2005, there are provisions according to which the Public Broadcaster (MRT) is obliged to 

reserve 10% of its annual budget for independent programme production and at least 10% 

of its annual transmission time for works from independent producers in Macedonia. 

Then again we are creating another centralistic system of redistribution of the public 

funds. The commercial broadcasters and producers in Macedonia have doubts in the 

capacity of MRT to conduct an open competition of the funding of programme 

production in an independent way. In addition, The MRT cannot compete for financial 

support from the Fund, but it is granted the privilege of broadcasting without 
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compensation the premier of the project funded by the Radio and Television Programme 

Fund that are produced by independent producers. It is also granted a first repetition of 

projects supported by the Fund that are produced by commercial broadcasters. All 

commercial broadcasters may also broadcast the repetition of the funded projects, upon 

their request.   

The Act on Film Fund also stipulates that in selection of the film projects the privilege 

would be given to those that have already establish co-production relation with other 

countries. Also, each project granted has to express the national interest. However, 

sometimes the co-production (depend on the country’s financial impute) influence on the 

selection of the technical and artistic personal that would participate in the realisation of 

the joint film project. Therefore, what would be the national interest if the co-production 

partner invests more money than Macedonia? In my opinion this should not be a 

preferable condition in the process of film project selection. Maybe a solution would be if 

the Film Fund establishes special competition for support of different co-productions.   

 

To sum up, the long transitional period and ineffectual process of privatisation caused 

many unfavourable effects to Macedonia. This influenced all public sectors including 

culture. The country is trying to rearrange its overall state policy and improve its 

economic situation. These preconditions influence the level of development of film 

industry. The process of establishing a solid and sustainable developmental base is hard. 

Yet, the creation of a functional system could really improve the working of the film 

industry. Under the expression “functional” I mean system that would follow the 

European practice but in the same time not forget the specific country conditions. Only 

this way can be improved the functioning of all film industry sectors that are unbreakably 

connected and reflect one to another. The Act on Film Fund, even though has lots of 

things to be rearrange in the future, is a good step in creation of legal base for the film 

industry. In addition, the membership of Eurimages and the ratifications of the European 

Convention on Cinematographic Co-production and European Convention on 

Transfrontier Television are from great importance for Macedonia. They opened new 

possibilities for further development of the industry through cooperation with other 
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European countries as well imposed way of working that should stimulate creation of 

systematic, structural and transparent treatment of the film industry.  
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ANNEX I 
Eurimages includes today 32 member States. Each Member State appoints its 

representative to the Board of Management which is the executive body for the 

attribution of assistance for the co-production, distribution and exhibition of films. 

The current Member States to the Eurimages are: 

    
State Date of admission to the fund 

Austria (AT) 05.02.1991 
Belgium (BE) 26.10.1988 
Bosnia ad Herzegovina (BA) 01.01.2005 
Bulgaria (BG) 01.01.1993 
Croatia (HR) 01.01.2003 
Cyprus (CY) 26.10.1988 
Czech Republic (CZ) 01.01.1994 
Denmark (DK) 26.10.1988 
Estonia 01.01.2004 
Finland (FI) 05.02.1990 
France (FR) 26.10.1988 
Germany (DE) 26.10.1988 
Greece (GR) 26.10.1988 
Hungary (HU) 01.01.1990 
Iceland (IS) 26.01.1989 
Ireland (IE) 01.09.1992 
Italy (IT) 26.10.1988 
Latvia (LV) 01.01.2002 
Luxembourg (LU) 26.10.1988 
Netherlands (NL) 26.10.1988 
Norway (NO) 26.01.1989 
Poland (PL) 19.09.1991 
Portugal (PT) 26.10.1988 
Romania (RO) 29.05.1998 
Serbia(CS) 01.01.2005 
Slovak Republic (SK) 15.04.1996 
Slovenia (SI) 01.01.2001 
Spain (ES) 26.10.1988 
Sweden (SE) 26.10.1988 
Switzerland (CH) 26.10.1989 
"The Former Yugoslav 
Republic of Macedonia" 
(MK) 

01.05.2003 

Turkey (TR) 28.02.1990 
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ANNEX II 
 

European Convention on Cinematographic Co-production has an extensive geographic 

field of application, being open to signature by the member states of the Council of 

Europe and the other States which are Parties to the European Cultural Convention, as 

well as to the accession of European non-member States.  

 

European Convention on Cinematographic Co-Production 

CETS No.: 147 

 
Status as of: 17/5/2007 
 
Member States of the Council of Europe: 

States  Signature  Ratification  Entry into force  Notes  R.  D.  A.  T.  C.  O.  
Albania                                           
Andorra                                           
Armenia   26/5/2000   17/12/2004   1/4/2005               X               
Austria   9/2/1994   2/9/1994   1/1/1995               X               
Azerbaijan       28/3/2000 a   1/7/2000           X   X               
Belgium   19/2/1998   25/8/2004   1/12/2004           X                   
Bosnia and Herzegovina 
  21/2/2005                                       

Bulgaria   8/9/2003   27/4/2004   1/8/2004               X               
Croatia   2/10/2001   6/8/2004   1/12/2004               X               
Cyprus   19/5/1999   29/11/2000   1/3/2001               X               
Czech Republic   24/2/1997 s   24/2/1997 s   1/6/1997               X               
Denmark   2/10/1992 s   2/10/1992 s   1/4/1994               X               
Estonia   13/12/1996   29/5/1997   1/9/1997               X               
Finland   9/5/1995   9/5/1995   1/9/1995               X               
France   19/3/1993   9/11/2001   1/3/2002           X   X               
Georgia   21/11/2001   15/10/2002   1/2/2003                               
Germany   7/5/1993   24/3/1995   1/7/1995               X               
Greece   17/11/1995   24/6/2002   1/10/2002               X               

Hungary   24/10/1996 s 
  

24/10/1996 s 
  1/2/1997               X               

Iceland   30/5/1997 s   30/5/1997 s   1/9/1997               X               
Ireland   28/4/2000 s   28/4/2000 s   1/8/2000               X               
Italy   29/10/1993   14/2/1997   1/6/1997               X               
Latvia   27/9/1993 s   27/9/1993 s   1/4/1994               X               
Liechtenstein                                           
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Lithuania   8/9/1998   22/6/1999   1/10/1999           X   X               
Luxembourg   2/10/1992   21/6/1996   1/10/1996               X               
Malta   17/9/2001 s   17/9/2001 s   1/1/2002               X               
Moldova                                           
Monaco                                           
Montenegro   2/6/2004   2/6/2004   6/6/2006   56                           
Netherlands   4/7/1994   24/3/1995   1/7/1995               X   X           
Norway                                           
Poland   25/5/1999   30/12/2002   1/4/2003           X   X               
Portugal   22/7/1994   13/12/1996   1/4/1997           X   X               
Romania   24/4/2001   28/3/2002   1/7/2002               X               
Russia   30/3/1994 s   30/3/1994 s   1/7/1994               X               
San Marino                                           
Serbia   2/6/2004   2/6/2004   1/10/2004   56           X               
Slovakia   5/10/1993   23/1/1995   1/5/1995               X               
Slovenia   17/2/2003   28/11/2003   1/3/2004               X               
Spain   2/9/1994   7/10/1996   1/2/1997               X               
Sweden   10/6/1993 s   10/6/1993 s   1/4/1994               X               
Switzerland   5/11/1992 s   5/11/1992 s   1/4/1994               X               
the former Yugoslav 
Republic of Macedonia   11/4/2002   3/6/2003   1/10/2003               X               

Turkey   10/1/1997   9/3/2005   1/7/2005               X               
Ukraine   13/7/2004                                       
United Kingdom   5/11/1992   9/12/1993   1/4/1994               X               
 
Non-member States of the Council of Europe: 

States  Signature  Ratification  Entry into force  Notes  R.  D.  A.  T.  C.  O.  
Belarus                                           
Holy See   10/2/1993                                       

 
International Organisations: 

Organisations  Signature  Ratification  Entry into force  Notes  R.  D.  A.  T.  C.  O.  
 

Total number of signatures not followed by ratifications:  3  
Total number of ratifications/accessions:  38  

Notes: (56) Dates of signature and ratification by the state union of Serbia and Montenegro. 
a: Accession - s: Signature without reservation as to ratification - su: Succession - r: Signature "ad 
referendum". 
R.: Reservations - D.: Declarations - A.: Authorities - T.: Territorial Application - C.: Communication - O.: 
Objection. 

Source: Treaty Office on http://conventions.coe.int 

http://conventions.coe.int/
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ANNEX III 
 
Appendix 2, from the EUROPEAN CONVENTION ON CINEMATOGRAPHIC CO-
PRODUCTION, Strasbourg, 2.X.1992 
 

1. A cinematographic work qualifies as European in the sense of Article 3, 

paragraph 3, if it achieves at least 15 points out of a possible total of 19, according 

to the schedule of European elements set out below. 

2. Having regard to the demands of the screenplay, the competent authorities may, 

after consulting together, and if they consider that the work nonetheless reflects a 

European identity, grant co-production status to the work with a number of points 

less than the normally required 15 points. 
 
European elements 
 
Creative group  
Director 
Scriptwriter 
Composer 
 
 
 
 
Performing group 
First role 
Second role 
Third role  
 
 
 
 
Technical craft group 
Cameraman 
Sound recordist 
Editor 
Art director 
Studio or shooting location 
Post-production location 
 

 
Weighting 

Points 
 

3 
3 
1 

_____ 
 
7 
 

 
3 
2 
1 

_____ 
 
6 

 
 
1 
1 
1 
1 
1 
1 

_____ 
 
6 

N.B. 
  a First, second and third roles are determined by number of days worked. 
  b So far as Article 8 is concerned, “artistic” refers to the creative and 

performing groups, “technical” refers to the technical and craft group.  
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ANNEX IV 
(The criteria for accessing the Automatic support system) 
 
Since March, 1999 new rules were introduced to qualify a film for the automatic aid 

system. The financing of the film is no longer taken into account, but the film should 

comply with three different criteria: 

- nationality of the producer (European company established in France is required) 

- European film qualification (based on a system of 18 European points) 

- subsidy award proportional according to a points system 

 

1st requirement: nationality of the producer  

One of the producers of the film (the producer applying for the qualification of the film) 

must be established in France and not under the control of non-EU companies. 

 

2nd requirement: European label 

The film must comply with the European qualification system of 18 points. Foreign 

countries under a co production treaty are qualified. 

Authors and director: 6 points 

Cast: 6 points 

Production crew: 4 points 

Post Production, studios: 2 points 

14 points (out of 18) are required to qualify a film 

 

3rd Requirement: The 100 points System 

Producer: 10 points 

French language: 20 points 

Authors, Directors: 10 points 

Cast: 20 points 

Technicians and crew: 20 points 

Post -Production, sets, studios: 20 points 
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The 100-Points System 

- The points are obtained if the contract of employment is under French law and if the 

cast and crew is European (or under a co production treaty). 

- A minimum of 25 points is required to qualify a production for a proportion of the 

automatic subsidy. 

- In the case of a co production made under a treaty this minimum number of points is 

not required (especially in the case of a financial co production) 

 

Proportionality of the subsidy  

- A film that gets 25 points will have 25 % of the subsidy. 

- A film that gets 80 points will have 100% of the subsidy. 

- A film that gets 84 points (including the 20 points for the French language) has 

special bonuses. 

- The amount of automatic subsidy:  about 5 FF per ticket sold for the producer’s 

account. 

- For the distributor: 6 FF/ticket until 200 000 tickets, 0, 60 FF after 575 000 tickets 

sold.) 
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