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1.
Key Points

The sales sector is fundamental to the UK film industry, providing an important range of services and is an important factor in the world of international independent film.

· Exports by UK owned companies
 in 2005 were estimated at £189 million, up from £125 million in 2004. 

· The UK sales sector consists of 35 companies employing 198 full-time equivalent (FTE) staff. 

· The sector is split into three segments and fortunes are different for each segment. 

· 16 Small UK companies – with turnover generally under £1 million – are struggling

· 12 Large UK companies are doing better - but there are extremes

· 7 Foreign Rep Offices with few staff act as outposts of larger companies, focusing on acquisitions and sales

· Small UK companies employ on average three staff while Large UK companies employ on average 12 staff. Employment by Small UK companies has dropped over the period 2001/05, while employment by Large UK companies has risen. 

· UK sales companies together raised £51 million for UK films in 2004 (the latest year for which full figures are available) – 43% of their budgets.

· Small UK companies are key to achieving sales for specialised films
.

· There is a blurring of lines between sales and producing as each party ‘invades’ the other’s territory – the most successful large UK sales companies are also involved in financing.

· Increasing competition is being seen from France due to greater levels of public sector support, and due to more competitive access to MEDIA funding.

· Overriding problems for Small UK companies are access to product and cash flow.

· The consultants are pleased to note that a significant 91% of companies contacted responded to the survey undertaken as part of this Study.

· A range of recommendations are described herein, including: 

· Creating a formal trade body to represent the sector

· Exploring cluster formation to benefit smaller companies
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Creating a new funding scheme for minimum guarantees aimed primarily at specialised films

· Enhancing current support schemes

· Creating a special purpose working capital loan scheme.

· Reducing pressure on commissions for publicly-funded films

· Ensuring marketing costs are included in the budget of publicly-funded films

· Making development funding available to sales agents 

· Examining and monitoring MEDIA support structures and lobbying for changes to schemes

· Introducing innovative support schemes involving consortia of companies 

· Creating training schemes targeted at sales agent
2.
Executive Summary


2.1
The Benefits of a Strong UK Sales Sector

In the world of independent feature films, the international sales agent fulfills a fundamental, pivotal role. This role is to be a major link in the value chain - the conduit between an independent film's manufacturer (the producer) and a film's wholesaler (the distributor). 

By handling a regular volume of product, sales companies are able to exercise leverage over distributors that a producer is unable to achieve. Similarly, by maintaining regular contact with the marketplace on a year-round basis, the sales company has an unrivaled knowledge bank that can support activities in both sales and financing. 

Most UK films are generated within the independent sector, outside of the Hollywood Studio system. The function of the sales agent, therefore, is even more important to the UK film industry. With a large number of sales agents on their doorstep, UK producers have excellent access to the international market. Indeed, UK sales agents are an important part of the the global, independent, film business.

The sales sector can perform a gearing role within the industry, taking on certain costs and shouldering cash flow responsibilities, and can be key for the financing of independent film. In this sense UK sales agents play a  significant role in the UK film industry.

The UK has a unique position in the global sales agents sector. London has the largest collection of independent sales agents in any city outside the USA
. These companies add to the considerable attraction of London and the UK as a place for the independent film world to do business. It is an influential sector, not just for the UK film industry but also for international film beyond these borders. A stronger UK-based sales sector will contribute to creating a stronger, more sustainable UK film industry, not only by enabling the financing and production of films, but by delivering exports of British films and talent to international audiences.

The study will provide an understanding of the activity of an often overlooked sector within the film industry. The sales sector, although central to the financing and distribution of films, is frequently both under-valued and misunderstood. Indeed, very little material examining the sales sector exists in any language on any country. This study represents the first time that extensive research has been carried out on the UK sales sector.

2.2
Main Findings

Sector mapping revealed the following facts about  the UK sales sector: 

· Size: it consists of around 35 companies, employing 198 full time equivalent (“FTE”) staff in 2005

· Sector: it is made up of three kinds of companies:

· Small UK companies (of which there are 16)

· Large UK companies (of which there are 12)

· Foreign-owned representative offices (of which there are 7)

Statistics for ‘Foreign’ companies, which are non-UK owned and have non-UK headquarters, are not reported in the following headline results due to the difficulty on behalf of these companies of separating out activities of their London offices from those of the companies as a whole. 

· Profitability: as a whole, the UK sector exhibited increased profitability over the past four years, with PBT
 for 2005 projected at £2.9 million, up from £1.2 million in 2004. Small UK companies display a lack of profitability compared to their Large UK counterparts. 

· Product: it is handling an increasing number of films each year, both UK and non-UK. UK owned and based companies handled 136 films in 2004 and 203 films in 2005

· Sales: it sold a projected £189 million of films in 2005, up from £125 million in 2004

· Activities: it engages in a diverse range of operations including pre-sales, post-sales, executive producing and financing

· Age: it is a youthful sector – over 50% of companies were established in 2000 or later, an indication of sector growth but also churn in the company base

· Production Finance: UK companies raised £51 million in 2004, 43% of production spend on UK domestic films

Research and consultations also revealed that the trading environment for sales agents exhibits the following characteristics:

· Many successful sales companies are taking on some of the functions of a producer, particularly creative and financial packaging

· Many of the highest quality independent films have been represented by UK companies, including award-winners such as Girl with a Pearl Earring, Gosford Park, Touching the Void, My Summer of Love and Mrs Henderson Presents. 

· UK sales agents’ professionalism and talent is internationally recognised by peers and clients – though this is not universally the opinion of UK producers, some of whom feel sales agents do not maximise revenues

· Without a formal voice or trade association, the sector is unable to represent its unique and important position to government and other parts of the industry

· Similarly, some producers are entering the sales agent sector – the consultants’ research shows producers can raise a percentage of their budgets of their projects themselves, for example through pre-sales

· There have been recent trading difficulties, resulting in five high-profile closures in recent months
. 

2.3
Opportunities

Research concluded that there are opportunities for the UK sales sector to take advantage of. These include:

· The end of recent uncertainty over UK tax-related film funding and the high level of the new tax credit compared to earlier expectations, which should result in a greater number of UK films becoming available to sales agents

· A trend for increasing consumer demand for feature films worldwide over new technologies and platforms despite an overall drop in 2005 cinema box office

· The fact that UK films are the most exportable product, other than US product

· The UK being a key site for international, multi-party financial and legal expertise

· The UK’s traditional role as a bridge between Europe and the US

· Recognition of the integrity of UK sales agents

· Lobbying of government with the aim of influencing national agency export and film policy 

· Chance to work with Skillset on developing training focused on the sales sector's needs

· Lobby to reform the operational terms of MEDIA sales agents' funding scheme

2.4
Challenges and Threats

However, research has revealed a number of factors which impede the growth of the sector in the current climate. These include: 

· Cash flow: Many UK sales agents, particularly Small UK companies, experience cash flow difficulties. The costs of marketing at, and attending, international festivals, and costs associated with acquiring product, are incurred well before they are recouped and are usually not included in the film’s budget.

· Representation: There is no formal voice or trade association for the UK sales sector. The need for formal representation is not universally felt across the sector, but the benefits of having such an organisation, (e.g. lobbying, training and market research) would be significant.

· Fragmentation of Small UK Segment: The large number of very small companies which populate the sector and which tend to struggle financially, but which are nevertheless key players (particularly for lower budget, specialised films). 

· Key Competitors: There is increasing competition from a small group of French sales agents which are targeting the acquisition of UK films and receive substantial funding both from the French national support body, Unifrance, and the MEDIA Programme. Other international competitors include Trust and Bavaria Film.  

· MEDIA: MEDIA Programme schemes in support of distribution and sales agents are increasingly important in European film, but tend to operate against the interests of UK sales agents due to restrictions on sales agents selling their own national films. Furthermore, distribution support from MEDIA is increasingly focused on films from small European countries, again at the expense of UK sales agents.

· Project Funding: Single project development funding from UK Film Council is currently available to producers, not to sales agents, who often carry out the functions of a producer by undertaking financial packaging for films.

· Exploitation: Due to cash flow constraints, sales agents are often unable to devote the resources required to maximise the long-term exploitation of films, instead being forced to focus on achieving deals which ‘front-load’ financial benefits.

· Training: There is an almost complete lack of relevant, targeted training opportunities for executives at different management levels in the independent sales sector.

2.5
Recommendations

Having examined in detail all the elements described above and more, the Team has developed a number of measures which it believes could be considered by the sector, FE UK, UK Film Council and others. The following recommendations will address the challenges and threats described above:

· Encourage the sector to take responsibility for its own future, first and foremost by encouraging it to form a Trade Association to represent and organise the sector. Examine the potential for creating industry clusters, with the support of the London Development Agency, Creative London, Film London and the UK Film Council. 

· Enhance current efforts to support international sales missions, London Film Focus and international market visit support aimed at the needs of specialised films.

· Introduce a special purpose working capital loan support scheme for sales agents, to cash flow business overheads, particularly marketing costs, which are in general repayable items, and therefore less risky.

· Introduce a new loan scheme supporting Small UK companies in offering minimum guarantees to be used for financing their films.

· Make public sector development funding available to sales agents when functioning as financial packagers.

· Public sector funders reduce pressure on commissions when funding films handled by UK sales agents.

· Marketing costs to be included in the budget where UK public sector is funding.

· Generate, working with all relevant UK and European stakeholders, a proposal to reform MEDIA’s funding scheme for sales agents to address current imbalances; and lobby MEDIA for implementation of that proposal.

· Continue to introduce innovative support schemes involving consortia of companies along the value chain – with sales agents at least as important a part as any other value chain element

· Explore training schemes targeted at sales agency executives.

The table below explains how these recommendations will address the concerns of the sector:

Table 1:
Degree to which Recommendations Address Challenges and Threats to the Sector

(((… directly addresses this issue

(      … indirectly addresses this issue

	Recommendations:
	Challenges and Threats:

	
	Cash Flow problems
	No formal Representation
	Fragmentation of Small UK Segment
	International Competitors
	MEDIA support not used by UK companies
	No Access to Project Funding
	Not enough long-term exploitation of films
	Lack of Training Opportunities

	Form a Trade Association / Industry Cluster
	
	(((
	(((
	
	(
	(
	(
	(

	Enhance sales missions, LUFF and visits to int. markets in support of specialized films
	(
	
	
	(((
	(
	(
	(((
	(

	Special purpose working capital loan, to finance cash flow
	(((
	
	(
	(
	
	
	(
	

	Minimum Guarantee loan scheme for small companies
	(
	
	(
	(((
	
	(((
	(
	

	Make Development Funding available to sales agents
	(
	
	(
	(
	
	(((
	(
	

	Public sector funders to reduce pressure on commission

	(((
	
	(
	(
	
	
	(
	

	Recommendations:
	Challenges and Threats:

	
	Cash Flow problems
	No formal Representation
	Fragmentation of Small UK 

Segment
	International Competitors
	MEDIA support not used by UK companies
	No Access to Project Funding
	Not enough long-term exploitation of films
	Lack of Training Opportunities

	Marketing costs to be included in budget when public sector funds
	(((
	
	(
	(
	
	(
	(
	

	Examine/reform MEDIA


	(
	
	
	(((
	(((
	
	(
	

	Support schemes that target ‘value chain’ of companies, with sales agents as important element
	(
	
	(((
	(
	
	(
	(
	

	Training schemes


	(
	
	(
	(
	
	
	
	(((


2.6
Consultants’ Approach

The independent sales agent sector has not traditionally, or indeed often, been the focus of public sector strategy and support. Some exists from European support schemes, but it is relatively minor
. This is particularly true when compared to the funding that is provided for the development and production links in the value chain, and more recently, distribution. For the first time in the UK, and perhaps elsewhere, the sales agent sector is the subject of a comprehensive Study into trading conditions and potential policy options for its growth.

This Study has been commissioned by the UK Film Council together with Film Export UK – an informal grouping of London-based sales agent companies and representative offices of larger, foreign-owned companies. The Study's purpose is to:

· map, for the first time, the economic activity of UK sales agents;

· highlight the various aspects of their role in the value chain; 

· identify the business models and relevant support mechanisms available in the UK and internationally; 

· consider avenues of support and policy which could be developed to help the sector achieve sustainability and growth.
.

The Study commenced in October 2005 and has been carried out by the strategy consultancy, Olsberg|SPI, supported by the data research specialist, TBR Economics (together the consultancy “Team”). 

A competitive tender process to select consultants for the Study was conducted by UK Film Council and FE UK. The methodology used by the Team was negotiated with UK Film Council/FE UK and is described in Appendix 7.

It is important to note that considerable time was taken to explore stakeholders' views through confidential interviews and in particular during the forum of a dozen key professionals, which was held half way through the Study. The forum was used to gain further insights into the sector and to test several emerging conclusions and ideas.

This was supported by the extensive mapping that is also described above. Furthermore, a lengthy programme of desk and telephone research contributed to the findings of the Study.
 

Nearly 50 senior professionals in the sector have been consulted and virtually all the FE UK members have been surveyed during the process. The Questionnaire was returned by 91% of the companies contacted and over 62% of those surveyed provided full information.

The Team would like to express their sincere thanks and appreciation to all those consulted, and particularly to those many sales agent companies which completed the questionnaire – during a very busy time in the industry calendar.

3.
Results of Sector Mapping


	The core objectives of this section are to provide;

· Background on the ecology of the sector in 2005/06;

· Robust statistical information regarding the UK sales sector, including size (e.g. number of companies, total turnover and employment), composition (e.g. size and type of companies involved) and operation (number of markets covered and films handled).


3.1
Three Different Types of UK Sales Agents 

3.1.1
UK Sales Sector Ecology 2005/06

The UK sales sector landscape is made up of a patchwork of three very different types of sales agents, with three very different business models and different medium to long terms futures. These are:

· Small UK - smaller, typically independent, entities with less than half a dozen staff and turnover typically under £1 million. These companies may outsource legal expertise and/or call upon the use of fulfillment companies. As smaller companies with financial limitations, they rarely provide minimum guarantees, and may struggle to acquire product.

· Large UK - larger, more financially robust, UK companies, which also handle UK films but with a higher budget as well as handling international product. These companies have the capacity to finance production. 

· Foreign - non-UK owned companies with non-UK headquarters, but which have UK offices. These companies tend to acquire periodically UK product and use their UK offices to scout British and European films, and likewise use their UK office to sell into the UK and in Europe. Not only does a London office facilitate global business in terms of time-zones, but there is also available in London a body of legal and financial expertise, which is greatly appreciated and utilised by these international companies.

Small UK and Large UK companies are the sales agents companies which sell predominantly UK films. Arguably they could be said to have the most vested interest in the success of UK films exports.

Firms were allocated to a sub-sector according to their situation in 2005. It should be noted that the position of a company with respect to these categories is likely to be time-variant. This is particularly the case for the Small UK and Large UK companies as some Large UK companies in 2005 are likely to have been Small UK companies in the past and current Small UK companies may well be on a growth trajectory which results in their future positioning as Large UK companies. 

3.1.2
Characteristics of UK Sales Agencies

In the matrix below these three types of company are analysed from the viewpoint of certain factors which we will consider when evaluating business models. These are:
· Is the company independently owned or part of a larger studio or broadcast body?

· Are all the functions housed under one roof?

· What is the mix of product sold?

· Are the sales agents capable of financing films?

· Do companies access UK and/or EU marketing support funding?

Table 2:
UK Sales Agencies Characteristics

	Characteristic Factor
	Small UK
	Large UK
	Foreign

	Independent or part of a larger body?
	Independent 
	Independent 


	Usually a subsidiary  of much larger international companies, often  operating across the value chain

	Housed under one roof?
	Yes but tend to outsource certain aspects of delivery work
	Yes. Have capacity in-house to deliver on all aspect of a sales agent’s role
	HQ based outside UK and tend to have  in-house capacity to deliver on all aspects of sales agent’s role, but not in London

	Mix of product?


	Independent UK films. Often work with first time or less experienced directors and are key to nurturing new UK talent
	Tend to handle larger budget UK and international independent  films
	Tend to handle higher budget international product but also handle UK films and use London as a route into selling in Europe

	Financing Capability?


	Generally not. Tend to sell films rather than finance films but can occasionally help producers access financing
	Yes, either directly themselves or through relationships with banks and financiers
	Yes

	Do they access marketing support funding?


	Yes, can benefit from UK-funded assistance to participate in festivals. 

Potential for EU MEDIA funding but tend not to qualify.

	Yes, can benefit from UK-funded assistance to participate in festivals. 

Potential for EU MEDIA funding  but tend not to qualify.
	Yes can benefit from UK-funded assistance to participate in festivals. If the company is European owned it can access MEDIA funding, but not otherwise.


3.2
Mapping the Key Economic Variables

3.2.1
Issues

The sector consists of approximately 35 companies. These companies employ around 198 FTE staff (183 full time and 29 part time – two of the latter equate to one of the former category). Small UK companies employed 38 FTE employees, Large UK employed 141 FTE staff and non-UK owned companies with non-UK headquarters employed 19 FTE’s. 

All but three sector companies are based in Greater London, the remainder being classified as small UK companies based in the homes of their owners outside Greater London.

The core analysis of this section will focus on the UK based companies which make up the majority of the sector. The decision to refine the focus in this way was taken by the Team in consultation with the project steering group. The focus was tightened in this way to ensure:

· Robust Analysis – the figures supplied by the ‘Foreign’ companies mostly represented the companies activities as a whole, as opposed to isolating the activities of the UK offices, and this made the results for this sector as a whole more difficult to interpret accurately. 

· Focus on the UK – the analytical difficulties mentioned above along with uncertainties over the extent to which these companies are a component of the UK film industry suggested that their inclusion might distort the picture of the sector. 

The Team did however survey 86% of the known population of companies who are non-UK owned with non-UK headquarters but who have UK offices (the ‘Foreign’ companies category). An analysis of these companies is provided at the end of the mapping and international sales sections. 

This section aims to portray a ‘snapshot’ of the situation in 2005. The time series analysis aims to reflect trends in key variables for the current participants in the Sales Sector. It should not be interpreted as a cross section of all companies in the sector in each time period. 

3.3
Employment

[image: image5.wmf]-

0.5

1.0

1.5

2.0

2.5

3.0

3.5

4.0

4.5

5.0

2001

2002

2003

2004

2005

Millions (£'s)

-800

-600

-400

-200

0

200

400

600

Thousands (£'s)

Average Turnover

Average PBT

Source: Olsberg|SPI and TBR Economics Survey: W1/C5

3.3.1
Sector Employment 2001/05

Figure 1 Sector employment 2001/05

Sector employment exhibits a consistent upward trend. In order to understand the source of employment growth the following graph examines the employment path of companies in existence throughout the 2001/05 period as well as any growth attributable to companies entering the sector post-2001. 

3.3.2
Sector Workforce Growth 
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Figure 2 Sector workforce growth – growth of new entrants and existing companies
This graph indicates that employment growth in the first part of the period could be attributed to both new companies and growth in the workforce of existing companies. In the past two years employment growth has been entirely due to the entry and subsequent growth of new companies. 

3.4
Sector Turnover
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3.4.1
Turnover for UK companies

Figure 3 Turnover for UK companies

Total Turnover for UK companies
 exhibits little trend 2001/04. The large increase (£57 million) from 2004 to the estimated turnover value for 2005 is largely attributable to the considerable increases in turnover experienced by two companies in the large UK category. 

3.4.2
Company Average Turnover and PBT 

Figure 4 Average turnover and average PBT for UK companies
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Average annual turnover for UK companies in the 2001/05 period is £55 million; the estimated value for 2005 is £101 million.

Average turnover indicates a distinct drop in from 2001 to 2002 and a substantial increase from 2004 to 2005. These changes are driven by a number of large UK companies. 

The improvement in profit before tax is evident, this is particularly interesting as it does not correspond directly to the trend in turnover. An improvement in PBT unaccompanied by greatly increasing turnover may suggest that:

· Firms are focusing on more high-margin activities/products. 

· Profitable companies are entering the sector or unprofitable companies are leaving the sector. 

Some degree of caution should be advised in interpreting these findings as PBT data was, unsurprisingly, one of the least filled survey fields and companies who have exhibited improved performance may be more likely to provide PBT figures. In addition yearly PBT Figures should be interpreted with caution, as costs incurred by a sales agent for a given film may well be included in the financial year preceding the year when major sales commissions are received. 

In order to understand the drivers of these results the aggregate figures for turnover and PBT for UK companies is analysed by segment. 

3.4.3
Turnover of Large and Small UK companies

Figure 5 Total turnover of large and small UK companies
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Large UK companies account for the large majority of turnover generated by UK companies. On average this group accounted for 87% of annual turnover with the remaining 13% accounted for by Small UK companies. Any large movements in total turnover for UK companies are unsurprisingly being driven by these large companies. Average turnover figures presented in Figure 6 indicate a similar trend. 

Figure 6 Average turnover of large and small UK companies
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3.4.5
Average PBT of Large and Small UK companies
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Figure 7 Average PBT of large and small UK companies

Figure 7 indicates that the overall finding for UK companies of increasing PBT is being driven by Large UK companies
. Small UK companies have not exhibited this trend increase in profitability and have hovered fairly steadily around a zero profit margin.

Again, PBT figures should be considered in the context of the small sample from which they are derived.

3.5
Company Age

Figure 8 UK company age distribution
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The largest concentration of companies is in the youngest company cohort. There is also a significant concentration in the oldest cohort. This reflects the presence of an underlying base of well-established companies and a large number of new companies. The large number of new companies may be indicative of a high level of ‘churn’ in the sector or sectoral expansion. 

In this particular sector, the Team believes that both of these factors may explain the large number of new companies and that much of the ‘churn’ is likely to be the result of many ‘new’ companies in fact representing re-incarnations of former individuals or players. 

3.6
Marketing Expenditure

Figure 9 Average marketing spend per UK film
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Average marketing spend per film for UK films is considerably higher for Large UK companies than Small UK companies with the 2001/05 average spend per film for the former at £87,000 and for the latter £59,000. Large UK companies have maintained this level of spending fairly consistently throughout the period whereas smaller companies have exhibit reduced marketing spend over the period for UK and Non-UK films (see Figure 10). 

Any decline in marketing spend across the period should be considered in the context of the strengthening of Sterling against the US Dollar in the 2001/05 period. Many companies indicated a fairly constant average marketing spend per film in Dollars, however once converted into Sterling a downward trend in marketing spend is present (see Appendix 7 for exchange rates used). The results may therefore be indicative of an inability of smaller companies to weather such exchange rate pressures and of the greater ease with which larger companies can meet such variation in costs. 

Figure 10 Average marketing spend per non-UK film
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For both Large and Small companies average marketing spend per film is lower for Non-UK films than for UK films with large UK film spending on average £55,000 per Non-UK film in the period (63% of their annual average per-film spend on UK films) and small companies spending £50,000, a value almost as great as their spending on UK films. 

The rising per film expenditure on marketing for Non-UK films by UK companies, given the exchange rate issues discussed above suggests commitment to the promotion of these films even in the face of increasing costs. 

3.7
UK Production Finance 

67% of the UK companies reported raising film finance for UK film production in 2004/05. The total amount raised by UK companies in 2004 was £51 million – 43% of total domestic film production in that year.

The equivalent figures we have received for 2005 show a very substantial increase (£139 million) and two companies in the Large UK segment are responsible for a major part of the increase. Furthermore, this total figure would seem to be surprisingly close to the total amount of domestic film production in the UK for 2005 (£160 million). Accordingly, we believe that there are some anomalies and our estimate of the true figures is in the region of £80 – 90 million. 

Approximately half of UK companies report providing guarantees to the producer or to support bank lending. Those which provide guarantees do so on average, twice a year and the guarantees represent 19% of the full film budget. 

Even based upon conservative estimates, Large UK companies raised the most film finance, of total finance raised in 2004 and 2005, just under 90% was raised by large UK companied with the remaining 10% being raised by small UK companies. However, relative to their average sales per film, the amount of finance raised by Small companies is similar to both Foreign and Large companies.  

3.8
Operations

3.8.1
Activities

Table 3:
UK Sales Agents' Activities
	Activity
	Percentage of companies Engaged in Activity

	Pre-Sales
	100%

	Post Sales
	100%

	Executive Producing 
	91%

	Financing
	91%

	Delivery
	70%

	Development
	57%


The high percentage of companies engaged in each activity indicates a high level of diversity in the operations of the sector.

All companies engage in Pre-Sales and Post-Sales with a very high percentage engaging in Executive Producing (i.e. enabling producers to access financing from third party investors) and Financing (i.e. investing in films with the sales agent’s own money). When asked if they engaged in any other activities a number of companies indicated that they were also involved in production.

3.9
Market and Festival Attendance

3.9.1
Market Attendance

Table 4:
UK Sales Agents' Market Attendance

	Sales Market
	Percentage of Companies Typically Attending

	Cannes Film Market
	100%

	American Film Market
	96%

	Berlinale European Film Market
	96%

	MIP-TV
	57%

	MIPCOM
	52%

	FILMART

	30%

	NATPE
	13%

	Asia Television Forum
	4%


Cannes, AFM and Berlinale European Film Market emerge as the most attended markets for UK Sales Agents.

FILMART is currently attended by 30% of UK sales agents, this should be viewed in the context of it being an emerging market only recently being supported by the sales community. 

NATPE and Asia Television Forum appear less significant to UK based companies.

3.9.2
Festival Attendance

In addition to market attendance patterns the survey also aimed to establish whether any Film festivals without associated markets were felt to be significant in terms of concluding deals and actual sales. 

83% of UK companies feel that Toronto International Film Festival is significant, 57% feel that Sundance Film Festival is significant and 57% that Venice International Film Festival is significant.

Notably, 22% of UK companies added that San Sebastian Film Festival was another significant festival for concluding deals and making sales.

3.10
Foreign Rep Offices

Surveys received from six of the seven non-UK owned companies with non-UK headquarters which have UK offices provided the basis for the following analysis:

Turnover – Average annual turnover of this sub-sector is estimated at £62.9 million, in the majority of years turnover for this sub-sector exceeds turnover for both the Small and Large UK sub-sectors

Profitability – Total PBT is consistently positive across the period. Average PBT for each year 2001/05 exceeds that for small and large UK companies

Firm Age – Foreign Rep offices are also concentrated in younger cohorts with over 50% being established in 2002 or later

Marketing Expenditure – A limited number of companies provided data on marketing expenditure per film, and the information derived was not consistent. Most companies did not provide figures comparable to those from UK companies, because the majority of the marketing spend for their films occurs at head office, or elsewhere. 

Production Finance – Of those companies who supplied data for this field, all had raised finance for UK film production in 2004 or 2005. The amounts raised were £5.6 million in 2004 and £8.8 million in 2005, however these are certainly lower bounds as only 57% of the sector provided film finance data. 

Operations – Foreign companies exhibit similar activities performed although less companies are involved in financing and a greater proportion in development than for small and large UK companies. Similar patterns of market and festival attendance were observed for this group as for large and small UK companies. 

Again caution is advised when interpreting these figures it is likely that data supplied by these companies may not accurately reflect the activities of the companies UK offices. If for example some costs associated with the UK offices are met centrally by the company headquarters this would be likely to inflate PBT figures and perhaps depress marketing spend. Turnover may also be exaggerated if the London-generated component of turnover is not isolated.

3.11
Sector Mapping – Conclusions

3.11.1
Key Economic Findings

	· Employment – The sector workforce consists of 198 FTE staff. Large companies account for 71% of this employment figure. Employment growth in the last three years has been driven by the entrance and growth of companies established post-2001. 

· Turnover and profitability – Large UK companies account on average for 87% of total annual turnover 2001/05. Poor financial health of small UK companies is indicated by their declining average turnover (total turnover for small UK companies is fairly constant) and their average PBT which hovers around zero throughout the period. There is little relationship between average turnover and average PBT suggesting that high volumes are not a necessary or sufficient criterion for improved revenues. Large UK companies exhibit a better performance with PBT and Turnover increasing from 2004 to 2005. 

· Age - The sector is youthful with many companies having been established in 2001 or later. The Foreign Rep Offices are a particularly young group.

· Production Finance - Raising production finance is a key function of the sales sector and is likely to confer external benefits on the UK film industry as a whole. UK companies raised £51 million in 2004 and £139 million in 2005 for UK production, large UK companies were responsible for raising 90% of the 2004/05 total. In addition to these amounts foreign companies raised £5.56 million in 2004 and £8.75 million in 2005. 

· Marketing Expenditure – Small UK, Large UK and Foreign companies all exhibit a higher per film marketing spend on UK than Non-UK films although the differential is greatest for Large UK companies who spend on average £87,071 per film on marketing for UK films. Large UK companies have absorbed the effect of exchange rate fluctuations on their marketing spend and have retained the level of per film marketing spend for UK films and increased per film spend for non-UK films. Small UK companies indicate greater difficulty in retaining their level of per film spend.


3.11.2
Key Operational Findings 

	· Activities - companies are operationally diverse. All UK companies engage in Pre-Sales and Post Sales with a large proportion engaging in Executive Producing and Financing. Over 50% of companies are also involved in Delivery and Development and a number are involved in production.

· Markets and Festivals - Cannes, AFM and Berlinale European Film Market are of central importance to UK companies with the vast majority of companies attending all three. Toronto is the most significant film festival without an associated market.


4.
International Sales Values of UK Films


	The core objective of this section is to provide:

· Statistical information on the value of international sales of UK and non-UK films by the UK sales sector


4.1
UK Sales Sector in an International Context

The UK sales sector contains approximately 35 companies: this is the largest national grouping of sales agents outside Los Angeles. By way of comparison, France counts 24 members in its national association of sales agents. 

The UK sales sector has traditionally been the bridge between the US and Europe. A handful of US companies (e.g. Focus and Summit) have offices in London to profit from this bridge and access UK films. The UK acts as a intermediary pivot via its geographical position and its cultural and economic ties both to the US and Europe.

However, the life-span of the sales agent is tenuous and vulnerable and no amount of critical success is a guarantee of stability.

4.2
Product Handled and Estimated Sales Values

4.2.1
Films Handled

Figure 11 UK and non-UK films handled by UK companies
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The number of both UK and Non-UK films handled by the sector is increasing
. This growth is due to both the entrance of new companies and an increase in the number of films handled by existing companies. UK films are falling as a percentage of total films handled with UK films making up 77% of films handled by UK companies in 2001 and 60% in 2005. 
Figure 12 UK Films handled by small and large UK companies
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Both Small and Large UK companies are handling an increasing number of UK films across the period. On average Large UK companies handle 76% of the total, this percentage is stable across the period indicating that in terms of films handled Large UK companies account for the majority of UK films handled but small UK companies continue to handle a substantial proportion. The pie chart indicates that in 2005 Small UK companies handled just over a quarter of UK films with the remaining three-quarters being handled by Large UK firms. 

Figure 13 Non UK films handled by small and large UK companies
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oth Small and Large UK companies are handling an increasing number of Non-UK films across the period. However, relative to the total number of Non-UK films handled Large UK companies climb from handling only a third of Non-UK films handled by UK companies to handling almost two thirds. This is a significant shift in the types of companies handling Non-UK films. The pie chart indicates that in 2005 Small UK firms handled just over one third of all Non-UK films with Large UK firms handling the remaining two-thirds. 
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gure 14 Film handling portfolio: large UK companies

In terms of the portfolio of films each sub-sector is handling; Large UK companies handle four UK films for every one non-UK film on average in the period. Portfolio composition has changed dramatically over the period with the sub-sector handling almost eight UK films for every non-UK film in 2001 and just less than two UK films for every non-UK film in 2005. 
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Figure 15 Film handling portfolio: small UK companies 

Small UK companies handled a roughly equal share of UK and non-UK films and this ratio is fairly stable across the period. 

4.2.2
Total Sales Values

Figure 16 Sales values for films delivered 2001/05: UK, non-UK and total
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Sales value for UK companies are increasing across the period. Sales values for Non-UK films make up an increasing percentage of total sales values generated. This corresponds to the increased proportion of Non-UK films being handled
.

Total sector sales for films delivered 2001/05 were an estimated £180 million in 2005 and £116 million in 2004. Sales figures for films delivered in 1998/2000 and pre-1998 are stable throughout the period and represent a very small proportion of total sales. The annual average total sales for films delivered 1998/2000 were £1.7 million and for films delivered pre-1998 £6.8 million.

Figure 17 Sales values for UK films delivered 2001/05: large and small UK companies

Large UK companies are driving the increase in sales values for UK films. Although the year-on-year increases in sales values on UK films for small UK companies are significant in percentage growth terms their absolute magnitude is dwarfed in comparison to the increases experienced by large UK films. The pie chart indicates that in 2005 Small UK firms accounted for just 7% of sales derived from UK films delivered 2001/05 with the remaining 93% of sales values from these films being accounted for by Large UK firms. Comparing these statistics to the films handled figures (Small UK companies handled 26% of UK films in 2005 but generated only 7% of the sales values derived from UK films.) indicates that Small UK firms are handling films with considerably lower associated sales values than their Large UK companies. 

Figure 18 Sales values for non-UK films delivered 2001/05: large and small UK companies

Again, for Non-UK films sales value growth is derived from the large UK companies. This is particularly evident in for Non-UK films and is likely to be the result of large UK companies increased handling of Non-UK companies in the period. The pie chart indicates that Small UK companies account for only 8% of sales values derived from Non-UK films delivered 2001/05. Again, the comparison with the films handled figures indicates that Small UK firms are handling films with considerably lower sales values than large UK firms. 

4.3
Foreign Rep Offices

4.3.1
Films Handled 

Like UK companies, Foreign Rep Offices are handling an increasing number of UK and non-UK films. Foreign Rep Offices handle a similar number of UK films to their small UK counterparts but substantially fewer than the large UK sales agents. As expected Foreign companies handle many more non-UK films than either large or small UK companies. In terms of the portfolio composition of films handled by the Foreign Rep Offices, on average the sub-sector handles three non-UK films for every one UK film. The ratio of non-UK to UK films handled has decreased in the 2001/05 period, suggesting a greater focus on UK films by the sub-sector. 

4.3.2
Sales Values 

Foreign Rep Offices display similar total sales values for UK films delivered 2001/05 as large UK companies for the years 2003, 2004 and 2005. Sales values in 2005 for films delivered 2001/05 were £66.6 million, down from £70.7 million in 2004. Sales values on UK films for the last three years are much greater than those for 2001 and 2002, this is due to the entrance of new companies in to the sub-sector. Sales values for Non-UK films delivered in 2001/05 exceed sales values for both the small UK and large UK sub-sectors and climbed to £101.9 million in 2005 from £93.8 million in 2004. 

Sales values estimates should be treated with some caution as again, they may not solely represent the activities of the UK offices of these companies. 

4.4
International Sales Values – Conclusions 

	Product Handled 

Total films handled – this is increasing for both UK and non-UK films and for Small and Large UK companies. UK companies handled 136 films in 2004 and 203 films in 2005

Portfolio - For UK companies the majority of films handled are UK films although UK films are falling as a percentage of total films handled. This change in composition is driven by large UK companies who move from handling eight UK films for every non-UK film to handling two UK films for every non-UK film. Small UK companies handle roughly equal numbers of each across the period. Foreign companies, in contrast, have moved towards handling a greater number of UK films in their portfolio in the period. 

Sales Generated

Total Sales values for UK companies increased from an estimated £125 million in 2004 to an estimated £189 million in 2005. Sales values in 2001/05 were predominantly generated by films delivered 2001/05. The sales values generated from films delivered in this period have increased 2001/05 with an increasing percentage of sales values being derived from non-UK films as would be expected given the change in the composition of companies handled towards a greater proportion of non-UK films. 

Total sales have increased for both UK and non-UK films. The movements in total sales values for UK and non-UK films delivered 2001/05 are driven by movements in sales by the large UK companies with small UK companies exhibiting some increase in sales on UK films across the period but little fluctuation in values derived from Non-UK films. The high sales values generated by Foreign Rep Offices may indicate significant activity by these companies which should be considered with the aggregate information presented. However, given the uncertainty over the meaning of these values they have not been included in the UK companies totals. 


5.
Key Business and Operational Issues for UK Sales Agents


	The core objectives of this section are to:

· Identify the key factors that affect UK sales agents' business operations

· Examine current global business conditions in the markets that Sales Agents serve

· Outline the key issues facing the UK sales agents sector

More detailed information on the topics covered in this section may be found in Appendices 1, 2 and 5. Further detailed information on foreign competitors to UK sales agents can be found in Appendices 1 and 2.


5.1
The Changing Role of the Sales Agents

5.1.1 Current Functions of the Sales Agent

The varied functions of the independent sales agent are illustrated in Appendix 1. In summary, they typically can include:

· acquiring rights to finished films

· involvement in producing films (development and financing)

· marketing and promotion of films

· securing deals

· completing legal agreements

· delivery and fulfilment

· auditing of, and collecting from, the distributor

· reporting to producers/financiers.

5.1.2
Changes in the Selling Model

The traditional, selling/marketing model of focussing only on acquiring finished product, then licensing the rights, territory-by-territory, is becoming less common. 

The change began in the 1980s, with the more common use of pre-sales and contract-discounting to cover part or all of financing a film's production budget. Sales agents, rather than producers, were the natural conduit for performing this function. Technical, financing abilities became as important as selling and marketing skills.

During this period there were deeper and more complex conversations with producers regarding financing. This meant dealing with script issues, casting decisions, size of budget, financing structures and the frequent (and now pervasive) need for supportable sales estimates.

During this period, new distribution avenues emerged and grew, particularly based on home-viewing (video, pay-television and DVD). 

5.1.3
 Recent Changes to Market Conditions

Difficulty of the Pre-sale

In recent years conditions in the market have changed. Perhaps the most significant factor has been the difficulty of obtaining the pre-sale as a tool for production financing.
 This has been accompanied by much greater complexity in financing structures, leading to both opportunities and difficulties for sales agents.

Financing Sources

The financing sources that have replaced the pre-sale have included banks (providing gap finance) and equity investors (often tax-driven). Both tend to require sales agents to be involved as part of the financing structure – normally providing sales estimates. This is helpful for those agents whose estimates are supported by conservative financiers, but creates a barrier to smaller or newer companies whose estimates are not yet 'accepted' by the risk managers. The net result is fewer finished films reaching the market for sales agents to choose from.

Pressure on Deferring Commissions

Another related, negative trend is that private sector financiers often pressure sales agents to defer substantial portions of their commissions until sufficient sales are made to cover their risk. Consultations also revealed that some public sector financiers, including UK Film Council, also apply pressure. This deferment, and sometimes loss, of revenues is one of the key factors creating cash flow difficulties for many companies.

The lack of pre-sales could have been countered if sales agents themselves could put up sizeable advances, or bankable guarantees, as part of the financing package. This was possible when pre-sales were healthy, but very few UK companies have such resources in the current environment, except perhaps those at the very top of their segment, or those that are part of a Lottery Franchise.

5.1.4
Roles of Sales Agents and Producers

The role of the sales agent is changing, incorporating some of the producer's (or ‘executive producer’s’) traditional functions. The sales agent, in order to access product, is being forced to facilitate financial packaging for the production. This added function has cost and time resource implications for those sales agents heavily involved in financing. 

At the same time, new sales agent companies are being created by producers who wish to represent their own films. Producers are motivated to enter the distribution phase in order to become less reliant on the producing function alone, by diversifying into a less risky segment of the business. 

This also allows the producer to put into a more formal context their role in co-producing, that is, the pre-selling of rights. In some cases a producer may have difficulty attracting a sales agent to a project if key territories have been sold as part of co-production and pre-sale activity, and so finds it more effective to deal with remaining territory rights themselves through their own sales company. 

5.2
The Sales Agent and British Films

5.2.1
The Success of British Films

In all segments of the UK sales sector (Small, Large UK and Foreign-owned) have recently handled critically acclaimed material. These films include (in no particular order and only by way of example) The Constant Gardener, A Way of Life, Bullet Boy, Young Adam, Ladies in Lavender, Creep, The Merchant of Venice and My Summer of Love. These films were handled by Small, Large UK and Foreign-owned UK based companies. 

5.2.2
The Supply of British Films

The UK has seen significant fluctuation in production volume in the last few years. According to UK Film Council figures, 2002 saw a total of £566.88 million in production across all forms (inward investment, co-productions and domestic production), with the volume doubling (and peaking) in 2003 to over £1.1 billion. However, this fell in 2004 to £812 million and to £559 in 2005. £160 million of this was indigenous production, up 36% on last year.

These variations have been, in part, a result of uncertainty regarding the UK national tax incentive schemes, as well as increasing competition from lower cost countries in attracting mobile international productions. As the volume of production dropped, the sales sector  experienced difficulties in accessing product from the domestic market. It is hoped that, going forward, the new tax credit scheme will provide some stability to the production of British films and consequently to the supply of product to sales agents.

5.2.3
Specialised Films

Small UK companies are vital to the health of what we have termed the ‘specialised’ filmmaking sector. These films, typically, will be lower budget, have themes that reflect less obviously commercial British cultural stories, and involve new film-making talent. An important aspect of the recommendations relate to the strategic importance of these companies for the commercial potential of these specialised films.

The market developments described above have significant implications for the smaller, under capitalised companies which are not necessarily equipped with the skills or experience to compete as executive producers. It is precisely this segment of the sector that has usually been involved with lower budget films from newer filmmakers. Many of these films need great care in marketing, possibly involving greater effort than more commercial product, with the need to find critical acclaim through festivals and special screenings adding to the complexity of the marketing effort.

These films are important in the life of British filmmaking, and public film agencies in the nations and regions of the UK have always devoted effort to ensuring such films are made and seen both in the UK and internationally. On occasion they also can generate very attractive returns, since budgets are relatively low.

Consultations reveal, however, that Small UK companies feel more exposed to the current trends in the marketplace and this obviously represents a danger to specialised films from the UK.

5.3
Company Issues

5.3.1
Operating Costs

The operational burden of sales agents helping producers to secure funding brings with it a new set of costs and business risks. An important element here is the time needed, from senior people in the company, to work on the financing of films. 

The internationalisation of independent film financing
 requires costly travel schedules. The complexity of finance structures means advice and support must be obtained from expensive, specialist lawyers and accountants. 

Furthermore, in the current environment it is quite possible that the film might not be made at all.

When a producer undertakes these functions, it is recognised by most funding agencies that such costs are a legitimate part of development budgets and support can consequently be obtained. This is not the case for sales agents performing these functions, who typically cash flow these costs themselves. 

This is an example of how the important role a sales agent plays in getting a film made is not adequately recognised. Most support schemes for sales agents focus on selling finished films and rarely provide assistance with financing alone.

5.3.2
Delivery/Fulfilment Obligations

After the film has been sold, the sales agent is also responsible for meeting the minutiae of the delivery requirements of the film, which is likely to include many different and complex elements. The cost of these delivery items is rising. New technology creates the need to deliver more items. In addition Quality Control reports, which in themselves cost several hundred pounds, must also accompany delivery. In most territories, contracts dictate that companies can withhold payment if the delivery materials are not correct and of an acceptable quality.

These obligations can prove very costly and time-consuming to sales agents. This has led to the establishment of independent delivery companies, such as Schedule 2 Limited, which provide these services for a fee. 

5.3.3
Securing Payment

After a sale to a territory has been made, there may be the need to ‘chase’ a distributor for payments which are late. The process includes:

· chasing a distributor for producer reports

· querying and/or auditing a distributor, where necessary

· chasing payment of monies owed by the distributor

This process can be time and resource-consuming for the sales agent, slowing down new deals and affecting cash flow.
 

In addition, the amounts of money might be very small for films sold to small territories. The amount of commission a sales agent makes from such efforts is often negligible, although for the producer and financiers the amounts are, of course, more significant. Sales agents may, under time and resource pressure, give insufficient attention to this area. This is a factor in some producers’ disaffection with aspects of the sales agent's service, and can also be a reason producers enters the sector themselves.

5.3.4
Reduction in Deal Terms

The Team's consultations have identified a number of factors which have made deal terms for sales agents less attractive over the past few years and these include:

· lower commissions

· financiers' demands for deferment

· longer time-frames for receipt of instalments of minimum guarantees.

Sales commissions are being reduced in some cases, due to the lack of finished films, and increased competition from foreign and other UK sales agents for those that do remain available. In some cases it is difficult for a sales agent to differentiate its service from other competitors except by lowering commissions.

Private, and some public sector, financiers increasingly put pressure on sales agents to defer substantial portions of their commissions until sufficient sales are made to cover their risk. This has been recognised by a few financiers (which don't wish to see the agent selling their films fail) by a willingness to include some marketing costs in films' budgets. But this is by no means universally practised and neither does it replace deferred commissions if they do not ultimately get earned.

Distributors have also demanded tougher payment terms in recent times. An example is the payment structure of minimum guarantees to the sales agent: initial instalments of the guarantee have, in some cases, been reduced to nearer 10% than the traditional 20%. And later instalments have typically been further delayed.

All of the above factors combine to compound cash-flow difficulties.

5.3.5
Location Issues

Most UK sales agents are based in London, which means that salary and overhead costs are high – typically 20-25% higher than in the US. Overseas offices, particularly those in Los Angeles, can be important as they allow sales agents better face-to-face access to industry contacts and markets. These overseas offices are usually cheaper to operate than London-based offices.

In addition to the high costs of running a business in London, UK-based sales companies are also more susceptible to the consequences of exchange rate fluctuations. Nearly all of their overheads are in Sterling, whereas nearly all of their income will be in US dollars or Euros. In the past few years in particular, with the strength of Sterling, this has had a significant negative impact on the financial value of business activity for UK sales agents as against their competitors in the US and Europe.

5.3.6
 Legal Expertise

As a result of the complex, territory-by-territory licensing structure, and changes to how different media and windows operate, sales agents require considerable capabilities in international business affairs and legal matters. Each film's global licensing arrangements can involve dozens of contracts, each having to some degree to be individually negotiated.

This situation is further complicated by the fact that sales rights are typically tied into the financing of the film, which makes the necessary contracts and paperwork even more complex.

As a result of this, a high level of legal and/or business affairs expertise is required by sales agents. However, there is virtually no high-level training targeted at UK sales agents available.

5.4
An Over-riding Business Problem – Cash Flow 

Elsewhere in this report we have highlighted the specific cash flow problems of a sales agent, which include the following facts:

· That terms of trade with distributors are moving against sales agents. 

· That, in order to acquire product, sales agents are increasingly obliged to act as producers, which incurs another series of costs.

· That income is under threat through financiers' demands for sales agents to both reduce and defer commissions.

· That marketing costs have increased.

Some of the above factors also have an affect on profitability although this is generally felt more severely by Small rather than Large UK companies. For both categories, cash flow is an over-riding concern.

5.5
The ‘Short Termism' Syndrome

A key consequence of the cash flow difficulties faced by most sales agents is that a sales agent's effort (like a producer’s) can become overly focused on short term concerns such as maximising initial revenues from advances and minimum guarantees. This is also a result of the typical financing structure for independent films, involving fewer pre-sales and a complex mix of finance sources. 

In addition, many sales agents have insufficient time, resources and also the capability to put into practice a thorough and effective marketing campaign. Challenges of independent film marketing include the fact so many different distributors are involved in an independent film's international distribution. Co-ordinating this effort is time consuming and costly.

5.6
Marketing Costs

There is a perception among UK sales agents surveyed that the costs of marketing a film through advertising in the trade press, promoting a film at festivals and attending important markets, have been increasing in recent years. A common theme of the Team’s consultations was that these costs are becoming harder to meet.

The cash flow problems faced by sales agents are forcing them to increase their volume of product. This is a double-edged sword, however, since a greater number of films results in greater marketing costs, which are often incurred 12 to 24 months before they can be recouped. 

There has for some time been a call for these marketing costs to be included in the production budgets of films, and in a limited number of cases this does occur, but in general many financiers are reluctant to allow this, and prefer for them to remain the burden of the sales agent. 

5.7
Impact of New Technologies

Although neither changing technology nor piracy is a problem particular to the UK, this Study’s aims are to provide an analysis of the current challenges and opportunities to sector, therefore these issues are considered here from a UK sales agent's perception.

5.7.1
Distribution Windows

Although sales agents may not be the sector most directly affected by the advent of new release platforms for film, and arguably distributors are most at risk, the convergence of window release dates remains a challenge to the traditional role of the sales agent. 

Technology is available to limit online access by territory, nevertheless new digital technologies can potentially allow for and encourage:

· Universal day and date release, threatening the traditional business model of selling territory by territory and allowing for more power in the hands of the Studios. 

· Release across all platforms simultaneously (theatrical, TV, DVD, online). 

It is broadly acknowledged that the business models of all operatives within the film industry will be significantly altered to accommodate the new technologies and platforms being made available. However, the form those business models will take are yet to be established. In addition, there is uncertainty and mixed opinions among sales agents and others as to how pay-per-view media and mobile phones are likely to effect revenues across the value chain in the future. 

Furthermore, it is feared that the collapse of the traditional windows of release will enable Studios to further dominate the industry, damaging the independent sector, since Studios have the financial and technological resources necessary to develop a new, relevant, business model. 

The emergence of new platforms is also challenging sales agents to change their traditional patterns of business relationships. With new platforms there are emerging new, unknown buyers with little track record, for example attempting to ‘snatch’ Video on Demand rights, which many sales agents have been reluctant to do business with. However, going forward, there is likely to be an increasing number of ‘players’ in line with the increasing number of platforms, which UK sales agents must form relationships with if they are to compete internationally. 

5.7.2
Piracy

Certain sales agents are more vulnerable to piracy than others. Smaller sales agents dealing with independent and art-house material are less likely to have their product pirated than sales agents involved in the selling of higher budget films. Sales agents believe they are currently loosing 5-15% of their top-line revenue to piracy.

However, piracy can affect lower-budget independent films in a different manner, creating a ‘Catch-22’. There is resistance on the part of certain territories to acquire independent product post-release in another major territory as it may already be available in a pirated version, but at the same time independent films require a theatrical release in order to promote awareness of the film.

Some sales agents do undertake preventative measures against piracy, including watermarks and timecodes/spoilers on screeners, and sending out screeners in VHS format rather than DVD, to reduce the quality of the source of pirate materials.

5.8
Competition from Europe and North America

There is a general sense that foreign competitors are in receipt of better public sector funding (Appendix 4 of this document addresses more fully this issue).

A number of French sales companies are thriving, growing and successfully entering the market for UK films, such as Wild Bunch and Celluloid Dreams. Other European companies doing the same include Fortissimo, Trust and Bavaria. Our consultations revealed this to be a  major competitive concern for UK companies. The strength of these companies is a result of the MEDIA support they are receiving (See Section 6.2.1 below), and also the fact there is better access to marketing funds and financial packaging within France through Unifrance, IFCIC and the CNC
. It is interesting to note that France's justification in such schemes which directly or indirectly help sales agents is as much a cultural as an economic imperative. 
Competition for UK films from North American sales agents does not feature highly for most UK sales agents according to our consultations, although most Large UK companies regard the US companies which have London offices as important competition. One of two Large UK companies also view the major Studios' foreign sales operations as competition for the larger films that they seek to handle.
6.
Case Studies of Support Mechanisms for Sales Agents


	The core objective of this section is to:

Outline, in brief, the case studies undertaken of support mechanisms impacting on sales agents in the UK and internationally

Describe the key points emerging from the research as identified by the Team

For more detailed information and conclusions emanating from the Team’s research into support mechanisms for sales agents, please turn to Appendices 3 and 4. 


6.1
Overview

As part of the Study, the consulting Team undertook detailed research into all public sector support mechanisms available to sales agents, both in the UK and internationally. In the UK, this included three support schemes: 

· The London UK Film Focus (LUFF)

· The International Festival Sales Support Scheme (IFSS)

· UKTI – International Business Scheme (IBS) and other UKTI funds

The Team also believed that some other UK schemes which indirectly (but significantly) impact the sales sector could also be considered. Consequently it has looked, in brief, at the value of: 

· UK Film Council’s Super Slate Development Fund

· The Film Franchises

In addition to these UK schemes, the Team looked at a range of schemes available outside the UK. Five countries or regions were chosen, each offering different forms of support. These were:

· France – IFCIC and Unifrance

· Spain – ICAA and Spanish Federation of Audiovisual Producers (FAPAE)

· Scandinavia – Scandinavian Films

· Australia – Austrade, Australian Film Commission and Film and Television Office, New South Wales

· Canada – SODEC and Telefilm Canada

Finally two pan-European initiatives were explored:

· European Commission – MEDIA Programme Support

· EFP (European Film Promotion) – Film Sales Support

Overall, the value of this exercise was to identify what forms of support are offered elsewhere – compared to what is offered here in the UK – and to establish how some mechanisms may be achieving success and their suitability to the UK context. The Team revealed that the UK schemes are highly valued by the UK sales sector. However, the UK is not at the forefront of supporting the sector compared to competitor countries, and the schemes available in the UK do not necessarily address the key business and operational issues facing UK sales agents which this Study has surfaced. 

6.2
Key Findings

The Team’s research has shown that strategic support to the sales sector is being provided in particular forms in other countries. While each of the case study countries and pan European initiatives had a number of interesting key points, the most informative were those of the MEDIA Programme and France. 

6.2.1
MEDIA Support

With a total budget of €350 million, the support offered by the MEDIA Programme has been extremely valuable to the development of many of the Europe’s most recognisable sales companies. However, its availability to UK sales companies has been less than to other countries’, and will be diminishing due to a new focus on films from small countries.

The EU's MEDIA programme for sales agents may unintentionally mitigate against UK sales agents via the overall goals and eligibility criteria, of supporting sales agents handling non-national films.

MEDIA support is offered to sales agents handling non-national films, so that a UK sales agent handling UK films (which most tend to focus on) is not eligible, while other European sales companies are able to benefit from the success of British films overseas. The rules are therefore an impediment to British companies taking advantage of how highly exportable their own national, English-language, films are. Although MEDIA support does allow for UK companies to handle (say) German films that German companies could not access, such product is likely to be less lucrative.
Published data on companies in receipt of MEDIA funding have shown that a number of French sales agents access MEDIA funding both in the first and second stages of the programme. In 2004, €350,000 out of a total of €450,000 was allocated to French companies alone. It would seem that French companies are more likely to apply for support and are currently using second stage generational funding to greater effect than other countries. 
Furthermore, MEDIA funding for distribution plays a considerable role in whether a film is acquired by a European distributor, as well as the price paid for it. In fact, in some cases distributors require a contractual obligation to reduce the minimum guarantee if MEDIA funding is not secured. However, research has indicated that MEDIA support for distribution costs is beginning to focus on films originating from smaller countries, of which the UK clearly is not one. 

MEDIA has been a force for good in the European film industry
, but for UK sales agents specifically its value is less certain, since MEDIA denies them access to support on the basis of handling their own domestic product. While there is as yet no published evidence to support this second point, the situation should be closely monitored. FE UK, UK Film Council International and all other relevant stakeholders both in the UK and in other European countries should work together to propose a solution to the current situation and lobby MEDIA for reform of its scheme for sales agents.

6.2.2
French Support Mechanisms

The system of support available in France was of particular interest, since France is arguably the source of some of the key new international competitors for UK sales agents. 

It would appear that, in comparison to other countries, there is a strong supply of funding available through the CNC in France. This funding is provided to the film via the producer rather than the sales agent. However it gives significant, albeit indirect, benefit to French sales agents handling their own domestic product, since costs related to marketing of the film, such as promotion at festivals, travel for directors and stars are covered by public funding rather than by the sales agent. 

Secondly, a guarantee fund is available in France through IFCIC. This enables banks providing gap finance to offset some of the risk of providing such loans. Although, again, this is a support mechanism benefiting sales agents only indirectly, it is significant, in particular for smaller films for which banks might otherwise be less willing to provide gap. 

Finally, research indicates that French sales agents are succeeding in attracting more MEDIA funding than any other European country (see above). The Team believes this is, in part, a result of a greater degree of experience in meeting bureaucratic requirements which French companies would have above UK companies, and which is a considerable advantage when dealing with applications to the European Commission.

7.
Development Avenues for Film Export UK


	The core objectives of this Section are to:

· Identify possible areas of development for FE UK and provide an analysis of the implications of the possible formation of FE UK as a trade association.

· Identify the value of the roles played by IFTA and EFEA

· Identify UK and foreign organisations with which the UK could develop economically valuable  linkages


7.1
Development of FE UK

7.1.1
Background

Film Export UK has acted for several years as an informal grouping of sales agents with UK offices. Its membership includes all of the major UK-owned sales companies in addition to several UK arms of overseas sales companies. Indeed, there are no substantial players in the UK sales environment which are not members. 

FE UK commenced its activities under the auspices of the film and television producers’ association PACT, holding its regular meetings at the PACT offices. However, following the establishment of the UK Film Council, the membership of FE UK felt that its interests were more closely aligned with, and of more interest to, UK Film Council, so meetings were moved to its offices. 

The UK Film Council has collaborated with FE UK and other interested parties (via the Film Export Group) and created an Export Strategy 2005/07 which outlines a number of priority export markets in the light of research intelligence.

Thus far, FE UK has successfully provided a forum for discussion and debate within the sales sector, during a period of turbulence and uncertainty for public funding of film in the UK. However it has not been a mechanism to formally represent the sector to government or other external bodies. There has been a growing perception – among some members – that the representative function could have important benefits. 

The Team has evaluated the potential for FE UK to evolve and extend its activities beyond its current scope through an analysis of possible avenues of development for the organisation, including the possibility of formalising itself into a trade association. 

7.1.2
Objectives for Sector Representation

Those who wish to see a more formal effort to represent the sector have indicated their main objectives would include:

· a force to lobby London, UK and European governments for additional measures to support the sector and correct market challenges and imbalances

· a conduit for members to address and solve problems facing the industry in future, as technology changes the business models

· a focal point to liaise with trade bodies such as IFTA, EFEA, PACT and BSAC

· representation to discuss issues facing the sector with distributors, producers, training bodies, markets and festival organisations

· a centre for continuous research and data collection on the sector, including the kinds of data collected in this Study as well as information on markets

· Ensure that training opportunities for the sector are developed and delivered

7.2
Current Representation for the Sales Sector

Currently there are two international trade associations which represent the interests of UK sales agents, primarily the Independent Film and Television Alliance (IFTA) and, more recently, the European Film Export Association (EFEA). 

7.2.1
Structure, Value and Services of IFTA 

IFTA represents 150, mostly US-based companies, though overall these come from 16 different countries. IFTA members tend to be sales agents operating in the independent sector, exploiting film and television rights through territory-by-territory licensing to national distributors. IFTA members produce more than 400 independent films each year, generating US$4 billion in distribution revenues. 

The overall value of IFTA’s activities to its members appears to be largely in its services to members rather than its lobbying activities, which is only one small aspect of its advertised functions. Although its mission statement includes representation of members to governments and international organisations ‘concerning issues that could have an impact on the worldwide production and distribution of audiovisual content’, as an international trade association it in fact only lobbies supra-national government bodies such as the European Commission on issues of international policy. It does not lobby on behalf of particular members from one country (other than the US) on relevant national policy issues being debated within that country. 

Instead, its key activities are more focussed on improving the competitiveness of members through market and business-related services. From the outset, IFTA was responsible for what continues to be its most important function – producing the American Film Market. Other key activities include:

· Arbitration

· Assistance in collecting non-contractual copyright royalties

· Market research  and publications

· Independent Film and Television Export Alliance (IFTEA) – the US government certified export council for IFTA

British sales agents have expressed that the UK representation within IFTA is both appreciated and respected, having created a much stronger presence for UK sales agents within IFTA. Nevertheless, there remains a broad perception among some agents that the overall activities and interests of IFTA are more focussed on US sales agents than international members, so that while membership is considered to be something of a necessity its value to UK sales agents is not as significant as it could be. 

7.2.2
Structure, Value and Services of EFEA 

EFEA was created by Jacques Eric Strauss of Plaza Productions International, a French company, and was officially operating from January 2005 onwards. As a new trade association it has relatively few members, currently representing around 20, mostly French, companies, although its membership does include a small number of companies originating in various other countries of Europe. 

EFEA aims to offer its members a limited range of services which currently are principally related to dissemination of information regarding issues such as arbitration, markets, etc. EFEA also collaborates with the European Film Academy on increasing the distribution of European films both within Europe and outside Europe. 

Identifying the true value of membership of EFEA is impeded by how new the organisation is. Among some UK sector players, there is a perception that EFEA, despite being a European body, appears to be highly focussed on French companies and interests, and that there is little benefit to be gained from membership for UK companies. 

However, there is also a belief that EFEA has the potential to become a significant ‘player’ in the European film policy environment, as a unified voice for the sales sector across the continent. Of course this has yet to be demonstrated, and as with IFTA would probably not enable companies from a particular country to lobby on national issues, but should EFEA develop into a strong representative body it would be an important partner for FE UK in whatever form it continues to exist.

7.3
Possible Avenues for Development

There are a range of potential avenues of development for FE UK, depending on the sectoral needs which it is seeking to address. These, and the Team's assessment of their suitability, are outlined below. 

7.3.1
Remain Unchanged

The membership of FE UK could opt to ‘do nothing’, effectively continuing but not expanding the remit of the organisation beyond internal debate within the sector, and  informal dialogue with influential external bodies such as UK Film Council and UKT&I. 

However, there is a demonstrable interest by many members in greater representation and cohesion for the sector. Moreover, with the recent creation of a trade association (UK Post) for the post-production sector and the growing influence of PACT and other film industry bodies, the sales sector is now the only substantial aspect of the value chain without a mechanism to represent itself. The Team therefore does not believe that this is a preferable option for FE UK. 

7.3.2
Formalise a New Trade Association

Establishing itself as an entirely new organisation dedicated to representation of the UK sales community is clearly an option for FE UK, and one with a number of supporters. The Team believes that such a body would serve the sector and meet its needs effectively. 

There are, however, some obstacles to this avenue – a detailed explanation of these and other key issues are analysed below. Overall, the Team believes that trade association status would provide significant benefits, but as an option should be treated with careful consideration, particularly relating to cost.

	UK Post – A Possible Model?

In 2003 a report was published on the UK post-production sector, which identified the size and scale of the sector, as well as its particular strengths against international competition. Following this report, the sector decided to form a trade association to represent its interests and provide support to its members. It did so with some financial contribution from UK Film Council in its first years, while also seeking external sponsorship. 

The new trade association – UK Post – has developed a range of services for members, including training initiatives, discounted services, directory listings and industry updates. The real success of the organisation is yet to be established, since it is still very much in its infancy. 

Its relevance as a model for the sales sector might be questioned, since the constituencies represented are somewhat incomparable. With an annual turnover of £1.4 billion and 15,000 employees, UK Post has a larger and more commercially successful sector to represent. This is demonstrated by the fact that the impressive scale of the industry was one of the stated drivers of the sector deciding to formalise. The needs of the post-production sector at the time of the formation of UK Post were therefore probably substantially different to the current needs of the sales sector. At the same time, with a greater number of large companies within the post-production sector, UK Post is more likely to achieve the required level of membership fees as revenues than would a sales trade association, with only around 30 potential members, many of which are very small and financially unstable.


7.3.3
Working With an Existing Trade Association

One option which could provide the desired outcomes while avoiding some of the obstacles would be to transform FE UK into a specialised, dedicated ‘arm’ of an existing trade association. In this way FE UK could forego some overheads and potential competition with more established organisations which should in fact be its ‘partners’. 

However, identifying the right organisation with which to merge would be challenging. There are a few suitable candidates, though each presents a set of problems, some historical and some technical, which would have to be overcome before a merger could take place. These are outlined below:

Table 5:
FE UK Link Up Issues

	Organisation
	Suitability Issues

	IFTA
	Creating a UK chapter of IFTA might be the most suitable option. However, full IFTA membership is expensive for small companies, and IFTA in its current form is not designed to address the needs of particular nationalities.

	EFEA
	EFEA currently has little real presence or activities. Moreover, there has been little interest shown in establishing a relationship with UK sales agents, and there would anyway remain the problem that the organisation is focussed on pan-European, not national, issues.

	PACT

BTDA (British Television Distributors Association)
	The most relevant UK-based body to the sales agent sector. Historically this relationship has failed to be fruitful. Dialogue and explanation of the benefits to both parties of collaboration may be required.

Now part of PACT, there are numerous correlations between the activities of BTDA members and sales agents. However, there is a difference in focus regarding media (film and television), and may require dialogue as with PACT above.


7.4
Advantages and Disadvantages

A full analysis of the strengths, weaknesses, opportunities and threats of of FE UK formalising itself into a trade association are outlined in Appendix 6. The principal advantages and disadvantages are provided below.

7.4.1
Advantages

· Providing more cohesion to a sector 

· Creating a single ‘face’ or point of contact for dialogue between the sector and external bodies and sectors and for beneficial partnerships with other bodies

· Continuity and consistency for influencing policy development and decisions

· Ability for the sector to become proactive rather than reactive

· More formalised process for internal networking and dialogue within the sector

· Collecting and analysing accurate data on the UK sales industry

· Commissioning targeted market research on the film industries in key established and existing markets 

· Encouraging awareness of the sector and its importance to the wider film industry

· Enabling linkages with related strategies, such as training strategies, export and film industry

· Providing advice and recommendations to members 

· Establishing a recognisable ‘brand’ or mark of quality 

· Improving the professional skills of the sector through linkages with training schemes

· Promoting and increasing exports of British films

7.4.2
Disadvantages

· A new trade association for UK sales agents could be ‘overkill’ for  a small sector

· The companies most in need of an association (Small UK) are least able to afford its dues

· Some functions of a Trade Association might be provided elsewhere

· Difficulty in identifying its constituency and attaining a large proportion of them

· Several other organisations might claim to represent the same constituency

· The costs of setting up and running a trade association are not insignificant 

· Competition for membership fees with IFTA and/or PACT

· The sets of circumstances under which it is appropriate to create a new trade association (outlined in Appendix 6) do not currently exist

7.4.4
Assessment

Having canvassed views on the matter from all its consultees, there is little evidence of an overwhelming desire, accompanied by focussed objectives, for a formal trade association to emerge. This may be because a few FE UK members are generally opposed to belonging to too many 'clubs' (expressed by several consultees) unless the aims and objectives are very clear.

Furthermore, several of the Large UK companies have indicated they do not feel the need for such a group (and by implication would resist paying for its establishment) for the benefit of their own companies. Their smaller counterparts generally are in favour of an association but are concerned about the possible cost burden, since they are already operating in a cash poor environment and have minimal profitability. Overall, those companies which would benefit most from such a body are those which would be able to afford the membership fees the least. 

The general feeling from consultees is, perhaps to be expected, that an association would deliver some benefits – but these are hard to quantify. And the cost is uncertain and possibly a major impediment for a group of only 35 companies, of which seven are non-UK owned.

Having said this, there would be clear benefits to having a trade association which would meet many of the needs of the sector. Furthermore, public sector agencies may be more willing to develop relevant support mechanisms for a sector that demonstrates a willingness to provide for some of its own needs itself.

7.5
Recommendation

The Consultants believe that it would be beneficial for a trade association to be formed for the sales sector. However, there must be a recognition that the amount of revenues it would be able to raise with such a small membership must be balanced with a realistic assessment of the functions it will be able to perform. 

One option would be to establish itself as a local chapter of IFTA – assuming that this is an attractive proposition to that organisation. In this way it could use IFTA’s administration support therefore lowering overheads. 

It might also be possible to source ‘seed’ funding from public sources for the first two years of the organisation’s existence to cover start-up costs, as occurred with UK Post, the trade association created for the post-production sector. 

One of the most useful activities which a new trade association could undertake would be the collection of intelligence and data on the UK sales sector. The research undertaken as part of this Study has shown how difficult – and valuable – such information can be. A standing body which collects data on a regular basis would underpin the ongoing development of the sector.

The Team’s primary recommendation is that the sector should work together now to investigate in more detail how potential partner and/or parent organisations might enable the formation of a Trade Association, using the findings of this report as a basis for discussion. 

8.
Recommendations for Policy and Support 


	The core objectives of this section are:

· To identify policy options for the various public sector stakeholders in the UK sales sector

· Make recommendations for possible support mechanisms and policy initiatives relevant to the results of this Study


8.1
Continue Existing Support

Consultations revealed strong appreciation in the sector for the existing schemes currently run by various public sector agencies which benefit the UK sales agent sector such as the International Film Festival Support Scheme (see Appendix 3). In particular these focus on enabling attendance at markets, the London Film Focus event and directly helping sales agents to develop relationships with buyers from different territories, all of which are core needs of sales agents. 

Trade delegations in other areas of the creative industries, such as design, have shown that there is a need for persistence in such activities. It has taken two/three years of concentrated effort for the UK's design promotion in Japan to pay significant dividends. 

The schemes being run by UK public agencies are extremely valuable and should be continued and, if possible, expanded upon in scale.

8.2
Sectoral Responsibility

8.2.1
Formation of a Trade Association

There are numerous options for public policy support for the sales sector. However, it is essential that the sector take greater responsibility for securing for itself a more stable, sustainable future, and for addressing some of the many uncertainties it faces.

The previous section outlines the advantages, and challenges, associated with forming a trade association for the sector, and explains the Team’s overall recommendation that the sector should find a way to form such an organisation. Indeed, the success of many of the recommendations described below will be contingent upon the formation of and views expressed by such a body.

8.2.2
Incubator Scheme

Given that the sales sector is small and, in one segment at least, highly fragmented, the Team also believes it would be appropriate to form an incubator scheme. 

An incubator is a facility developed, usually for a specific sector or sub-sector, with the aim of growing very small companies, helping them to attract and develop new business by offering a mixture of advice, support and services. Typically an incubator will house a number of very small companies in a single physical space, and offer to those companies some or all of a number of relevant services, such as legal, managerial, office space and services, research libraries etc.

In London, the creative and media industries take up the largest quantity of incubator floorspace, according to a 2004 report by the London Development Agency
.

Small UK companies (average less than three employees) are numerous (16 in number), and all incur  similar levels of general business overhead. Research indicates that these companies  are not often able to access business advice or company support schemes, though they would undoubtedly benefit from doing so. 

An incubator scheme aimed at Small UK sales companies could:

Enable companies to share some common overheads, for example through shared offices or services

Provide targeted, cost-effective business advice to incubator participants

Signpost training opportunities relevant to sales agents

Include some production companies to encourage beneficial relationships

The aim of the scheme would be to encourage long-term sustainability and growth in small sales companies, and to address some of the challenges that face them by operating out of London. 

An example of such a scheme would be the Digital Incubator for London. Based in Shoreditch, it is supported by a mixture of private sector sponsors and public sector bodies, such as Social Enterprise London, Invest in Hackney, Islington Council and the East London Business Alliance. It provides discounted accommodation, technology, technical and business support and mentoring, training and access to business, legal and financial services to creative and IT sector start-up companies.

Such a scheme devised for the UK sales sector is likely to be achieved in partnership between the sector (through its trade association) and public sector bodies such as the London Development Agency, Creative London, Film London and the UK Film Council. 

8.3
UK Sales Sector and 'Specialised' Films

There is a danger that the sales activity for cultural and new talent for films will be ignored for any schemes that put sales agents and producers closer together. The Team also proposes that all public funding of ‘specialised’ films in the UK must insist that the budget contains money for marketing.

For publicly-funded films this factoring in of sales agents’ costs could be achieved at source by the structure of the funding package, which would insist upon these costs being included in the budget. 

8.4
Working Capital Loan Scheme 

8.4.1
The Concept

In a UK film context, the majority of public funding has focussed on development and  production. There is a movement, however, towards strategic policy for company development across the film sector. The Team believes that the next generation of support mechanisms could be geared towards corporate support of this type.

Assistance with cash flow, rather than grant funding or offering high-risk development or production loans, has the advantage of a greater likelihood of recovering the loan – since the problems causing cash flow difficulties are as much to do with delays in recovering specific outlays (marketing costs, which are generally recouped in first position), and in receiving earned commissions, rather than being unsure whether such revenues could actually exist.

8.4.2
Aims

The scheme is proposed in order to address the observations below:

· Observation 1 – smaller companies are often under-capitalised and unable to invest in films themselves;

· Observation 2 – the focus on minimum guarantees is preventing some sales agents from working with distributors to maximise UK films’ performance in each territory, leading to value being lost.

The Team proposes a Working Capital Loan Scheme:

· a facility provided to sales agents with sustainable 3-year business plans;

· with plans showing solid linkages with sources of supply of films;

· offering working capital to cash flow business overheads, particularly marketing costs. This is less risky than other forms of investment as these are ‘repayable’ items;

· applicants must prove how they will use the money to unlock medium to long-term value from territories that is currently being lost.

The scheme would build on the knowledge and experience of prior schemes, and the case studies of foreign support mechanisms in this report, which often include assistance (normally non-recoverable grants) for marketing costs and access to financing packages for the films itself. 

8.5
Minimum Guarantee Scheme

8.5.1
Rationale

The softening in the pre-sales market over the past 10 years has led to tougher times for independent sales companies, with only a few market leaders in the Large UK category currently in a position to offer sales advances in order to secure projects. 

The effect of the fall off in pre-sales and sales advances on the production sector was somewhat mitigated until 2005 by the emergence of various government-backed interventions and the increased availability of private equity for producers through tax efficient schemes from around the world. No similar assistance, however, has been available to those sales companies that market and distribute those films internationally.  

Unless a UK film is genre-driven, has well-known cast, is director-driven or is based on a well known literary project, it is presently very difficult to pre-sell the international rights for that film at any level before it is screened in its final form.  Producers would prefer to appoint a sales company to represent the film at the time at which its financing is being put together, so that a co-ordinated sales campaign can begin at the earliest stage, and so that financiers are comfortable about the revenue potential of the film. Indeed, financiers will often insist on this and on the sales company generating an acceptable list of sales estimates.

On some higher risk films (e.g. first-time director, or non cast-driven) the ability of a sales agent to offer a sales advance can sometimes be the difference between a film getting financed or not. Yet at present most UK companies servicing this sector cannot make such advances, even though their credentials as effective sellers are unquestioned. The significant cash flow problems faced by sales companies, particularly Small UK companies, has been described in Section 5.3. Only a very few Large and established sales agents are in a position to offer a sales advance, and only then on the more commercial projects. The ability of Small or start up sales ventures to compete for product is or therefore severely limited.

UK film sector public policy has often wished to see a 'distribution pull' effect, not solely production push. Supporting the financing of films through a Minimum Guarantee scheme available through sales companies would provide this effect.

Giving a sales agent (who understands the world wide market for films) access to such a scheme would provide the double benefit of:

· enabling some companies to pick up films at an earlier stage, and

· providing producers with a source of top-up funds that can fill the final gap in the finance plan.

The potential leverage of a scheme like this is considerable.

8.5.2
Proposal for a Minimum Guarantee Fund for Sales Agents

The proposal is to set up a new UK Film Council fund in the same vein as the specialised P&A fund.  The fund would provide individual award support direct to a UK film handled by a UK sales agent, enabling them to offer a sales advance of up to 10% of the film's budget, to a maximum of £250,000. The fund might be up to £2 million in size. 

The commitment would be in the form of a bankable guarantee, to be used as security by the producer to raise funding from the bank providing the overall banking facility for the films production.

The scheme should be aimed at more specialised/cultural films, and set up for an initial pilot period of, say, two years. It should be targeted at the segment most in need of this support – the Small UK companies which find it hardest to acquire attractive product at an early stage. Therefore  there would be a restriction on the size of company eligible.

The application process should include a demonstration of how the loan would improve the company's sustainability and business prospects. This could include a business plan showing linkage to particular producers, for example.

The selected films might also have funding from the UK Film Council's New Cinema Fund, so care should be taken not to contravene internal or external regulations regarding the amount of public funding in one project.

The films, and sales agent team, would be selected by a new department, body or person within the UK Film Council and monitored in a similar manner to existing funds.

There are several advantages to this approach:

· the sales advances would undoubtedly be used in the financing of productions, providing a further boost to the production sector, whilst remaining faithful to the “Distribution pull, not Production push” ideal.   

· as sales advances are traditionally recouped in first position (subject only to prior ranking bank loans, if they are used in the financing) there is a good chance of the award being partly secured or recouped by the time the film delivers, thus reducing the cash drain on UK Film Council reserves, or alternatively enabling the fund to generate more leverage.

· it gives sales agents the opportunity to negotiate better terms on films (including higher commissions) and therefore grow their business organically, retain more rights and hopefully ensure greater stability in the future.

· by giving access to risk capital it would provide another source of market-led funding for the more difficult or marginal films.

· it enables smaller sales agents to compete for product and provides viable alternatives for producers.

Selection of successful applicants would be (amongst other to-be-determined criteria) on the basis of the potential benefit to the applicant sales company as well as the eligibility of the film itself, with preference given to those films which are closer to being financed.      

8.6
State Aid Issues

The implications of any new scheme – whether in the form of a Working Capital Loan Scheme, or a Minimum Guarantee Scheme, must of course be compliant with State Aid legislation. In the context of European Commission regulation, the term 'State Aid' refers to state grants, subsidies and public funding that are regulated by the EU on the grounds that they distort market competition. 

8.6.1
State Aid Advice Working Capital Loan Scheme

State Aid is an immensely complicated area. Perhaps the easiest way to ensure that a funding scheme is State Aid compliant is to employ the de minimis rule. The de minimis rule limits the amount of money a funding body can offer to one individual/company. At low levels of investment the Commission deems that there is no danger of distorting competition and therefore aid is not illegal. It may be that for some applicants a low level of investment would suffice.

The basic principal of the de minimis rule is that it is the aid administrators responsibility that the cumulative total of de minimis aid given to any single company/individual does not breach the €100,000 ceiling over any rolling three year period. The advantage of a loan scheme is that there is the potential for having the amount of the aid deemed to be the difference between commercial loan rates and those charged by the scheme itself. By this calculation, most schemes would be safely de minimis. That is to say by calculating the award amount as the difference between commercial and scheme's own rate allows for an opportunity to make available significant funds whilst remaining State Aid compliant.  

There are further issues surrounding the employment of the de minimis rule, which would unnecessarily complicate this report. It suffices to remark for the moment that this new scheme should bear these issues in mind. 

8.6.2
State Aid Advice Minimum Guarantee Scheme

In this scheme support is given under the form of a guarantee. As support is being given in the form of a guarantee rather than cash, it is not completely clear how the Commission would regard it. However, assuming that the Commission deems that it is functionally equivalent to a cash investment in production, the scheme would need to be notified since the sums are too large to qualify as de minimis. 

The most obvious route for notification would be under the Cinema Guidelines, though this would have to be for culturally driven film, and it would mean that this aid would be added to other notified aid to calculate overall intensity limits. 

It would also mean that there would be the delay of the notification process itself, which can sometimes be extensive, particularly for notifications under the Cinema Guidelines. 

Please see State Aid for Screen Agencies Toolkit (Olsberg|SPI, November 2005) for further details of this and other State Aid issues. 

8.7
UK Film Council Investment Policy

UK Film Council could take the lead, supported by other public sector screen agencies in the UK, in protecting the interests of UK sales agents by resisting, as much as is possible, the trend towards pressuring sales agents into cutting and/or deferring commissions in the films into which it invests.

8.8
Future UK Film Council Funding Schemes for Production 

The most successful UK companies are those which are straddling various element of the value chain by taking on some of the functions of the producer. Consideration could be given to making development funding available to sales agents, as well as producers, to support their efforts in the latter stages of the development process, particularly relating to financial packaging.

In the same way that the Lottery-funded Film Franchises sought to encourage distribution-led production via the collaboration of discrete entities within the UK film industry, a new funding scheme along these lines could encompass the sales sector whilst promoting healthy vertical integration
. In the past sales agents have benefited indirectly from innovative support schemes in the UK (Film Franchises and Super Slates), by being part of a larger initiative where sales agents were/are not usually central to the activity
. 

Consideration could be given to a new, second-generation Franchise-style scheme, as innovative as the preceding schemes, whilst bearing in mind lessons learned from the past. The difference with any new scheme would be that this time it crucially and directly involves the pivotal sales agents. 

8.9
Market Intelligence/Future Trends

Sales agents export product globally. It has emerged in the Team's consultations that many UK sales agents are concerned that product is being sold under value in certain territories. 

There is a need for further market intelligence about these and other markets, for example countries included in UK Film Council's prioritised Export Promotion Strategy, e.g. India and Japan. This intelligence could be derived from organised annual trade delegations to specific targeted destinations, as well has hosted themed delegations from specific countries invited to the UK. Such activities are, of course, both for self-promotion and for fact-finding missions, and therefore more self-contained, highly -focused intelligence missions could be envisaged.

More formalised market research is often undertaken by a sector’s representative body, or trade association. The Team believes that this could be a key benefit of creating such a body for the sales agent sector, though there would of course be resource implications of such a service.

8.10
Research

This Study represents the first extended analysis of the sector. In its conclusion the present Study recommends the need for further research which would enhance both overall comprehension of the sector and follow up on issues highlighted in this report. There is for example a need for research to be undertaken into international benchmarking for UK films in a bid to understand what sales values are being realized in which markets; How many films are being sold in these markets; what are the average prices for UK films (no doubt UK films would have to be broken into a number of categories to give relevance); in which specific markets do companies think are being undersold and why. All such market intelligence would greatly enhance marketing strategy and help maximise profits for the sector.

8.11
Training 

The role of the sale agent involves a number of key skills (legal expertise, marketing, negotiation skills) as well as a thorough understanding of the industry across the value chain. Very little training is available for operators in the sales agent field. Discussions could be held with Skillset and the new Film Business Academy, once it becomes operational later in 2006, to develop training schemes which address the specific skills needs of the sales sector. It would be appropriate for these and other discussions to be carried out by a body representing the sector, such as a trade association, which could understand and express the specific training needs of the sector.

8.12
MEDIA Programme Re-Examination

This Study has indicated that certain smaller UK sales agents may be excluded from MEDIA support as a result of not having handled non-national product, or because their reach into various territories is insufficient. 

There is therefore a need to examine the structure of MEDIA support and to ask questions as to whether anything can be done to address this issue with the Commission. 

Given the ideological common market principal ensuring the free circulation of European product and the MEDIA Programme's current intentions to concentrate in the future on modifying the Programme to favour smaller Member States it may be difficult to change criteria in the near future to better favour UK sales agents. However, a consistent, informed and rigorous lobbying effort would have a significant chance of successfully modifying MEDIA’s regulations to the benefit of all European sales companies.

The current MEDIA Programme will expire and and new programme will be launched in 2007. Together with partners and colleagues from other European countries, UK sales agents and stakeholder organisations (FE UK, UK Film Council International) must work to ensure that the sales sector does not lose its current funding levels (given the announced cuts to MEDIA’s budget) and, more specifically, to create a realistic proposal for how current regulations might be reformed to the benefit of all European sales companies. If the sector can organise itself now in this manner it is likely that it will be able to effect change and influence the regulations of MEDIA schemes from 2007 onwards. 
In addition, in the absence of any immediate reform of the regulations there is a need to facilitate applications to the MEDIA Programme from UK sales agents. Current plans by the UK MEDIA Desk to run an awareness event for UK sales agents, which would provide advice and information exchange on accessing MEDIA support, is likely to require some help from partner organisations such as FE UK and UK Film Council to ensure it is well attended. There is also a need to support festival attendance for those which may fall through the MEDIA criteria net.Appendices
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Appendix 1
Role of the Sales Agent


1.1
Role of the Sales Agent

The role of a sales agent is illustrated by the diagram below, which identifies five key stages in the operations of a sales agent:

· Acquire rights (This may include directly financing film, acquiring a completed film, working with producer, etc.)

· Market and promote film (Preparing marketing plan, spend on p&a, providing sales information, attending markets, etc.)

· Complete sales (Preparation of contracts, achieve pre-agreed minimum sales prices, etc.)

· Delivery/fulfilment (Providing access to print materials, documentary materials, certificates of origin, etc.)

· Collection from distributors (Ensuring income from distributors from various territories is received)





1.2
Sales Agents as Fulcrum for Film Financing and Production

Sales agents occupy an important facilitating role within the independent film industry. Through the various aspects of a sales agent’s work, he or she will come into contact with a number of key individuals, representing various aspects of the film value chain, including financiers, producers and distributors. Sales agents actively work with these individuals at various stages of a project, offering services such as advice, negotiation, marketing and even funding of films themselves, while also enabling dialogue and discussion between key players in the financing and production process. In this way, UK sales agents can be a key source of production funding for UK films. As well as sourcing financing for projects, sales agents often also cover considerable legal costs, which may not be represented in the production budget.

If a sales agent is involved at an early stage, he or she can play an important strategic role, ensuring the implementation of a market-oriented approach throughout the lifespan of a project.

1.3
Enabling of Film Production Other than through Financing

UK sales agents can be an important source of production funding for UK films. As well as sourcing financing for projects, sales agents often also cover considerable legal costs, which may not be represented in the production budget.

In cases where sales agents do not provide production funding, this tends to happen with the smaller companies focused on emerging talent and first time directors,  they are often still involved in the financing of UK films. This involvement can take a number of forms, including:

· Acting as a catalyst for additional sources of production funding

· Giving advice about potential markets for the film both within and outside the UK

· Advising on budget and cost issues, in relation to the film’s potential market

If a sales agent is involved at an early stage, he or she can play an important strategic role, ensuring the implementation of a market-oriented approach throughout the lifespan of a project.

Because of the varied experience and contacts sales agents accrue, they often help enable discussions between various industry players operating across the value chain, for example between producers and distributors. This mediating role is illustrated in the diagram below. This aspect of a sales agent’s work is often overlooked and undervalued.



Appendix 2
Foreign Competition




2.1
Foreign Competition – France

2.1.1
French Competitors Overview

As noted in the Survey, there are a number of companies which are currently perceived, by UK sales agents, as emerging competitors and a potential threat to UK-based companies.
 In particular in addition to the traditional US competition, there is a recent and remarkable increase in competition from France. Three companies which appear as the greatest threat are:

Exception Wild Bunch

Celluloid Dreams

Film Distribution

In this present Section the report will analyse key characteristics of these three companies. 

Given the level and the organisation of state-funded support in France across the value-chain, it should come as no surprise that sales agents which are involved in various stages of pre and post-production should thrive in a context which supports and ensures the success of all aspects of a film's life.

In particular, Exception Wild Bunch and Celluloid Dreams are emerging as not only ‘up and coming’ entities, but businesses which have expansionist strategies. Both have recently acquired an international reputation for their commercial ambition, as well as the variety of independent product which they are currently handling. SPI's consultations have revealed that Film Distribution is more mainstream, commercially orientated and rarely gives guarantees.

2.1.2
French Competitors Business Model Analysis

We will consider the following factors in order to evaluate these three companies business models:

Is the company independently owned or part of a larger studio or broadcast body?

Are all the functions housed under one roof?

What is the mix of product sold?

Are the sales agents capable of financing films?

Do companies access national and European funding?

Evaluating the companies according to these criteria will give a strong sense of how each sales agency operates, as indicated in the table below.

Table A-1: French Competitors' Characteristics

	Criteria
	Wild Bunch
	Celluloid Dreams
	Film Distribution

	Independent?
	Independent 
	Independent 
	Independent 

	Housed under one roof?
	Paris, London
	Paris, Toronto, Berlin, New Zealand
	Paris

	Mix of product?
	Mostly auteur, but also buys more commercial material. World-wide portfolio. Some English language of which mostly US although some UK.
	High proportion of French material. Strong portfolio of international product. Has only recently moved into English-language film of which product is mostly US 
	Mostly French. Sells foreign features to foreign sales agents



	Financing Capacity?
	Yes and has funds to expand into pan-European distribution
	Yes
	Company can but rarely does

	Access to Funding?
	Beyond national funding available for attendance at markets provided via Unifrance, company successfully applies for and generates further monies with MEDIA programme funding and indeed is one of the top re-generators of MEDIA funding 
	Beyond national funding available for attendance at markets provided via Unifrance, company successfully applies for and generates further monies with MEDIA programme and indeed is one of the top re-generators of MEDIA funding 
	Beyond national funding available for attendance at markets provided via Unifrance, company successfully applies for and generates further monies with MEDIA programme


2.1.3
The Ecology of the French Sales Sector

The context of the sales agent in France is inevitably different from the UK context. Not only does there exist a range of support and schemes available in France, but also the ecology of the sector differs from the UK. Again we can conveniently sub-divide the “ecology” of the French sector into three sub-divisions: 

· Sales agencies which are part of larger studios/broadcasters for example StudioCanal and TF1 International. 

· Sales agencies which are part of a larger chain of theatrical distributors such as UGC International, Gaumont and MK2

· Sales agencies which are independent and handle a variety of international independent product, but whose main activity remains selling French films.

Many of the executives in the independent labels have previously worked for the larger companies and have took this experience on to create their own companies. In the context of French sales sector these smaller companies are currently flourishing and are able to grow  into serious rivals for the larger companies.

It is also worth noting that the overall funding resources for French cinema, the compte du soutien, is in part funded by pre-sales of films by television broadcasters. In 2003 this amounted to 23.3% of the overall contribution to the compte du soutien. This is a distinctive benefit which French sales companies enjoy over their UK counterparts.

2.1.4
French Competitors ' Lessons 

French sales agents can and do adeptly access MEDIA funding; all three of our considered companies obtain awards from MEDIA. It is perhaps important to note that the level of administration in applying for MEDIA funding is less daunting to French companies, used to such European administrative bureaucracy, than to UK companies. 

Wild Bunch and Celluloid Dreams have made use of initial injections of revenue from the fund, which generated money to provide minimum guarantees in Stage 2 of the Programme. Compared to the revenues generated by other French counterparts which received MEDIA funding, this points to a business acumen uncommon in other French sales agencies.

Currently it is Wild Bunch which is acquiring the most English-language material of the competitors reviewed. However, Celluloid Dreams are looking to expand this arm of their activity.

Many of the executives involved worked previously for major French companies and took that learning on to create other companies. 

Most marketing support and festival support in France, which ultimately comes from the CNC but which is administered by Unifrance, is principally directed at producers. This kind of marketing support (organisation of French film cultural showcases, trade delegations, financing the attendance of stars etc.) does, however, ultimately benefit and facilitate the role of the sale agent, at least indirectly. 

Funds available to producers for theatrical distribution P&A support directly benefits the French sales agent. Guaranteed promotion of the film not only facilitates the actual task of selling, but also allows for the promise of higher minimum guarantees, in turn generating more revenue. 

French sales agents have the added benefit of IFCIC, (Institut pour le Financement du Cinėma et des Industries Culturelles, see Section 6 for further details), which works with distributors and producers to more easily organise finance packaging and guarantee risk. SPI's consultations have revealed that strong sales estimates from a respected French sales agent is sufficient for IFCIC to take on a project.

The context for sales in France is currently propitious for expansion, given the benefit derived from both Unifrance and IFCIC. It would seem that Wild Bunch and Celluloid's hunger and astuteness, combined with France's institutional support, are the two key factors driving their current success. 

2.1.5
Exception Wild Bunch

Overview and History of the Company

Exception Wild Bunch current portfolio of films presented at this year's AFM suggest a variety of international product both in pre and post-production. Wild Bunch's market portfolio includes seven independent US films, but only two UK films. Wild Bunch deals with independent films from Serbia to Japan via Kazakhstan. 

Despite Wild Bunch's cultivated cutting-edge reputation, it also actively seeks more commercially exploitable films. Wild Bunch are also currently looking to acquire non-mainstream US material. Their current portfolio balances mainstream, genre and cutting-edge art-house material.  

Wild Bunch is based in Paris but operates an office in London. In France it operates across the value chain, acting as producer, distributor (both theatrical and ancillary) and sales agent, and also holds a substantial library. Wild Bunch's distribution subsidiary is Paneuropéenne. 

The company was formerly an affiliate of Canal Plus, but was launched independently in 2003 by a group of former StudioCanal executives. 

Future Plans

Wild Bunch recently announced the creation of a $145 million join venture that will allow it to manage the acquisition and co-production of feature films. This venture will be set up in England or Ireland. Dedalus, the US-based investment fund, has taken a 22% stake in the company and Iris Capital (Europe) has increased its equity to 12%. However, the original four executives still remain the majority shareholders 66%.

Wild Bunch now has plans for the creation of a pan-European distribution network over the next 18 to 24 months. The company is looking to create other distribution entities in the UK, Spain, Germany and Italy, with a first emphasis on Spain. Wild Bunch currently distribute eight to 10 films worldwide per year and are looking to distribute 20 per year in the time frame mentioned above. 

The company’s first objective will be to realise the range of operations it undertakes in France in Spain and Germany, and then subsequently in Italy and the UK. In Switzerland and Belgium it enjoys informal links with certain distributors. 

Wild Bunch is also actively seeking to buy library material, as it will need material to supply video-on-demand. 

2.2
Celluloid Dreams

As with Wild Bunch, the Paris-based Celluloid Dreams has acquired a reputation for selling provocative international ‘auteur’ product. Celluloid is also similar to Wild Bunch in being a vertically-integrated company working across the value chain (production, distribution and sales).

Founded in 1993 in Belgium, the company relocated to a Paris head quarters, and now has outposts in Berlin, Toronto and New Zealand. 

Press attention surrounding the company tends to focus on Celluloid's choice of product and its director-focused strategy.  This reputation and profile, which provokes international attention, to some extent precedes Celluloid's actual activity to date. It is only very recently that Celluloid has turned its attention to English-language commercial material – signalled by the fact that they have brought on board Charlotte Mickie a Canadian representative who focussed on English-language films – and is currently handling as little as five English-language films (four US, one Australian). 

On average the company acquires 15-20 titles per year and has a library with over 200 films, and there are strong indications that Celluloid is experiencing expansion and growth. 

2.3
Film Distribution 

Another talked-of competitor is Film Distribution (1997) – another Paris-based company. Film Distribution shares in common with Wild Bunch the fact the company was founded by sales executives who had 10 years of prior experience of working for Canal+, as well as UGC and Lumière.

Film Distribution began by selling features to French broadcasters, and subsequently developed its international arm. Typically the company acquires 10-15 films per year. Film Distribution’s work with foreign distributors and broadcasters is exclusively foreign feature films. 

Film Distribution has a library of 800 films, with a strong emphasis on French domestic product and in particular ancillary sales. Of their 800 films approximately 200 are sold internationally. They target library titles which are French classics internationally.

SPI's consultations have revealed that Film Distribution are more mainstream, commercially orientated and rarely give guarantees.

2.4
US Companies

2.4.1
US Competitors Business Model Analysis

Here we will consider the following factors in order to evaluate these three companies business models:

Is the company independently owned or part of a larger studio or broadcast body?

Are all the functions housed under one roof?

What is the mix of product sold?

Are the sales agents capable of financing films?

Evaluating the companies according to these criteria will give a strong sense of how each sales agency operates, as indicated in the table below.

Table A-2: US Competitors' Characteristics

	Criteria
	Lions Gate
	Lightening Entertainment
	New Line

	Independent?
	Large independent company. Works across the value chain  (producer, distributor and sales agent). Also owns Lions Gate studio in Canada


	Independent boutique distributor and sales agents. Executive links to Goldberg and Greenberg (video and TV distributor)
	New Line is a unit of Time Warner but still defines itself as the oldest and most successful fully integrated independent film company.

Acts as producer and, distributor for home entertainment and music. 

	Housed under one roof?
	Offices in LA, New York, Vancouver, Toronto. Also has in- house legal expertise. 
	LA
	New York and LA

	Mix of product?
	Broad range of independent comedy, drama, thriller, documentary.

Almost exclusively US product, only handling one UK film at AFM 2005. 

Promotes itself as family entertainment. 
	Adult  mid-budget comedy, thriller, romantic comedy, documentary.

Mostly US but some international product. No UK films presented at this years 2005.

Lighting handles 6-8 theatrical titles and 2-3 documentary films a year worldwide
	Mostly larger budget  independent US adult, but some international films handled. One Korean film presented at AFM.



	Financing Capacity?
	Yes 
	Helps package finance
	Yes

	Other Remarks


	Prolific library of 8000 titles

In October 2005 acquired UK's Redbus Film Distribution
	Looks to partner with US distributors with no foreign sales arm
	Links to Picture House Films.


Appendix 3
Support Mechanisms for UK Sales Agents


The core objectives of this appendix are to provide:

a review of UK initiatives which have helped the UK sales sector

a review of international initiatives which have helped film exports and to rank these schemes

3.1
Overview

The Team's research and consultations has revealed that in general, European support for national sales sectors is more coherent, structured and generous than the schemes which are currently available in the UK, and UK sales agents are not deriving maximum profit from pan-European funding.

It is notable that of the foreign competitors to UK sales agents identified, many are French. This is in part a result of the support available to sales agents in that country. 

French sales agents also appear to be more successful at accessing European Commission funding via the MEDIA Programme. For example, in 2004 (the last published results) 14 of the 20 companies that received funding were French. Each of the 14 companies received €25,000 for film promotion at markets – this totalled €350,000 in support for French companies out of an overall €450,000 allocated in Europe. 

MEDIA support for film exports was originally provided for the export of national films. The Team has discovered that the scheme was altered as a result of becoming dominated by French sales agents exporting French films.
 Support was therefore changed to target sales agents handling non-national films. This is likely to create a disadvantage to UK sales agents wishing to sell their own highly exportable, English-language, product. While not intentionally discriminating against UK companies, the current MEDIA scheme reduces access for UK sales agents handling UK films, while opening the door to non-UK sales agents to benefit from the success of UK films. 

In the UK there have been a number of schemes, forming a patchwork of different pockets of support, which have provided benefit. However none, to date, have succeeded in significantly improving the lot of the UK sales agent. The vertical integration ambitions of the UK Film Council’s Super Slate scheme, and the Film Franchises before it, have been forms of indirect funding for sales agents. The UKTI's IBS programme is non-specific to the sector, and counter-productive to the context in which a film sales agent does business, with its emphasis on emerging markets. The Film Exports Groups has been beneficial in creating targeted export intelligence-led strategy. 

3.2
Case Studies of UK Schemes

3.2.1
List of Schemes UK

The Consulting Team has provided individual analysis of the various support schemes available in the UK to UK sales agents. These include: 

The London UK Film Focus (LUFF)

International Festival Sales Support Scheme (IFSS)

· UKTI – International Business Scheme (IBS) and other UKTI funds

3.2.2
UK Support Schemes Summary Matrix

In the following matrix below is a summary of the funds available and the objectives of each of these schemes. 

Table A-3: UK Support Schemes Summary

	Scheme
	Funds 
	Economic Objectives
	Cultural Objectives

	LUFF
	£180,000
	Stimulates sales of British films.                   

Aims to attract major international film buyers.
	Raises the profile of UK films in general but in particular provides a platform for the selling of smaller independent UK films which may be lost in larger international festivals 

	IFSS
	£90,000
	Dedicated sales agent support scheme enhances promotional opportunities of selected UK films at major festivals.
	Raises the profile of UK films in general

	UKTI (IBS)
	£1,250 per participant
	Encourage new markets and first time attendance at festivals.

Promotes the exports of British SMEs
	Introduce exhibitors to the benefits of attendance at festivals.

In the particular context of the creative industries promotes British creativity

	UK Film Council Umbrella stand supported by UKTI
	£300 per participant
	Subsidises UK companies attendance at markets and therefore helps promotes the sales of UK films. This scheme is particularly helpful to smaller UK companies.
	An extension of the UK umbrella stand to a UK film brand may increase international visibility of UK films.


The appendices material also considers schemes which have indirectly benefited sales agents in the UK, namely:

· The UK Film Council's Super Slate Development Fund

· The Film Franchises.

3.3
UK Schemes – Summary of Key Points 

In the UK there have been a number of schemes, forming a patchwork of different pockets of support, which have provided benefit. However none, to date, have succeeded in significantly improving the lot of the UK sales agent. The vertical integration ambitions of the UK Film Council’s Super Slate scheme, and the Film Franchises before it, have been forms of indirect funding for sales agents. The UKTI's IBS programme is non-specific to the sector, and counter-productive to the context in which a film sales agent does business, with its emphasis on emerging markets. 

The UK Film Council's IFSS is a dedicated service for sales agents and is broadly appreciated by UK sales agents. However, the fund is young and comparatively small next to its French neighbour. With an increased overall IFSS budget of £90,000 in 2005, the French by comparison have raised overall annual funding for film exports by €730,000 to €9.3 million, according to plans announced by the French Senate for 2005.

3.3.1
The London UK Film Focus (LUFF)

Introduction

Launched in 2004, this three-day event was formed in partnership with the UK film industry and national and local government agencies in order to promote British films to international buyers. The showcase generated around £2.1 million in business in 2005 according to market research – a significant figure for such a short, concentrated period of business.

The number of films screened at the LUFF is growing and there is strong potential for it to become an important event in the international film calendar.

Background and Concept

Large markets such as Berlin and Cannes are becoming incredibly busy, with the high level of competition for screenings making it difficult to attract buyers. The concept behind LUFF is to provide a more relaxed and less competitive showcase opportunity for sale agents to screen and negotiate deals. In an increasingly competitive market, the LUFF should give a maximum exposure to British films and talent. In addition, LUFF strives to strengthen London’s position in the international media industry.

How It Works

The LUFF is modelled along similar lines to Unifrance’s Paris screenings and costs around £180,000. The major supporters and partners of the LUFF include: Film London, UK Film Council, Film Export Group UK (FE UK), the London Development Agency through Creative London, UK Trade and Investment, the UK Media Desk and the British Film Institute.

The three-day event takes place at the British Film Institute’s National Film Theatre (NFT) on London’s South Bank, using the NFT’s three screens and projection facilities. The event is primarily focused on film screenings with additional networking events. Press is kept out, and no video library is available.

The films that are showcased are carefully selected, with the producers of the films sponsored to attend by the Regional Screen Agencies. Each agency presents films made by companies located in its region. 

Preliminary Impact Assessment

· 168 international buyers from 30 countries (including the US, France, Germany, Scandinavia and Japan) attended the LUFF in its first year, and 24 films were screened. In 2005 LUFF attracted 190 international buyers and around 40 UK titles were screened. 

· Although it is too early to evaluate the long-term impact the event will have on the UK film industry, the LUFF clearly has the potential to become a firm fixture in the international film calendar.

· Despite an increase in the number of films that were screened in 2005, the big titles are still most likely to be unveiled at Venice and Toronto festivals or at Mifed and the AFM events.

3.4
International Festival Sales Support Scheme (IFSS)

Introduction

In 2004 the UK Film Council was granted a budget to set up an International Festival Sales Support Scheme (IFSS) in order to enhance the promotional opportunities of selected UK films at important international festivals and markets. The scheme is focussed specifically at sales agents, and aims to support the marketing-related costs of promoting UK films at the major international festivals. 

The budget for the 2005/2006 scheme is £90,000 (including a UKTI contribution of £20,000). Applicants meeting the schemes criteria are awarded a minimum grant of £1,500. 

Background and Concept

The scheme is dedicated to sales agents, with the level of funding determined by the promotional campaign. UK Film Council International allocates funds to sales companies to enhance the marketing and promotional potential of recent home grown films to encourage theme to achieve wider international distribution. 

The scheme also encourages the development of links between the production and distribution sectors thus improving the competitive position of UK films.
How It Works

Managed by UK Film Council International, in its first year the IFSS ran an initial budget of £70,000. The budget for the IFSS in 2005/2006 was increased to £90,000. Funding is provided for:

· production of subtitled prints

· travel and accommodation costs for the director and key stars

· press campaigns (including hiring an international Public Relations agency)

· marketing (production of press packs for the international press)

Applications are primarily accepted from UK and European sales companies – producers of eligible films may apply, but must have a sales agent attached by the time of the festival. Any offer of funding is made to the sales company and not to the producer. A sales company must be appointed prior to commencement of the relevant festival. 

Successful applicants are granted a minimum award of £1,500. Larger awards are only considered from applicants with high quality promotional campaigns for which additional support will clearly enhance the opportunities to exploit the film internationally. 

Only films with a world, European or North American premiere at an international festival for which funding is intended are eligible to apply to the scheme. The minimum running time of eligible films is 70 minutes (children’s films 63 minutes); with a production budget under £20 million; and with a strong potential for theatrical release. 

Any co-productions making an application must be certified as a UK majority (35%) co-production. Where a film has a distributor within the territory of the festival, support will only be available for items directly related to delivering wider international promotional value.

Preliminary Impact Assessment

· Since the Scheme began in December 2004 it has supported 14 films. Evaluation of the scheme is ongoing with each company sending a feedback report detailing the number and value ranges of completed sales in the three month period following the films' Festival participation. 

· Films supported by the scheme have secured successful distribution in a wide range of territories including: Argentina, Australia, the Baltic States, Bangladesh, Belgium, Benelux, Bosnia, Brazil, Bulgaria, Canada, China, Commonwealth of Independent States (Russia), Croatia, Czech Republic, Denmark, Estonia, Finland, France and Les Doms Toms, Greece, Iceland, India, Israel, Japan, Korea, Latin America, Luxembourg, Macedonia, Maldives, Mexico, Montenegro, Nepal, Netherlands, New Zealand, Norway, Pakistan, Poland, Portugal, Romania, Serbia, Slovenia, Spain, Sri Lanka, Sweden, Thailand, Turkey, UK/Eire, US.

3.5
UK Trade and Investment

3.5.1
UKTI-International Business Support Scheme (IBS)

Overview

UKTI organises a non-sector specific scheme, which can be used in a film context for attendance at markets. Problematically the emphasis of this scheme is to finance new exporters in order to help them become established in overseas markets, or established exporters to investigate new and niche markets. Over and above this new rules have recently been introduced which will limit the amount of funding available from this scheme.

Importantly, there has recently been a 58% cut in the UKTI's budget for commercial export.

Background and Concept

UKTI argues that the emphasis is put on new exhibitors and new markets as a learning experience to introduce new exhibitors to the benefits which can be derived from attendance at international trade shows. In addition UKTI's recent strategic focus is to move away from repeat subsidy to focus on a competitiveness and skills agenda. The idea behind limiting attendance at markets is to encourage participants towards proper preparation for the event in order to derive maximum benefit. 

How it works

Any SME can apply for the award capped at £2,500 to cover 50% of the cost of stand space, organisation and freight costs. With the introduction of the new rules the company will be allowed to apply for three such grants in total, down from the 20 allowed under former rules. When this limit has been reached the company can no longer re-access the scheme.

Preliminary Impact Assessment

The focus on providing support to new exporters is not well attuned to the UK film sales sector. The sector does not require new entrants to the market at present, but instead needs to consolidate, grow and stabilise those companies that already exist.

Given the number of international markets a sale agent may attend in any given year, this cap seems particularly ill adapted to the film sales sector. In addition, funds are paid after and not prior to participation in the event and after clearance with Education UK Events, which further complicates a sales agent’s challenge of managing cash flow.

3.5.2
UK Film Council  Export Umbrella Stands Supported by UKTI 

Overview 

The UKTI do however operate through advisory groups in specific sectors. In the case of film the UKTI works with the FEG (Film Exports Group). Other monies are available to film for specific general film export promotions. An example of this is the UKTI-funded Umbrella Stands.

Background and Concept

The subsidised umbrella stand, 'umbrella export office' is organised by the UK Film Council for UK sales agents at the AFM and FILMART. Subsidises UK companies attendance at markets and therefore helps promotes the sales of UK films.  This scheme is particularly helpful to smaller UK companies.

How it works

This scheme administers subsidies available for attendance at these festivals. The umbrella stand provides for sales agents a range of marketing and festival facilities including:

Exhibitor Badge accreditation for one person; 

Meeting space; 

Message taking;

Appointment scheduling;

Monitors to play 

Wallspace for posters;

Flyer space;

Lockable drawer;

Promotional tools:

Helpful staff on hand;

Press release to the trades

The cost of the schemes to participants vary. Where UK Film Council has secured UKTI IBS Exhibition Support for the companies located within the offices/stands they can recoup 50% of their costs up to a maximum of £2,500.

Preliminary Impact Assessment

An extension of the UK umbrella stand to a UK film brand may increase international visibility of UK films. With FILMART and AFM, cost savings created by UK Film Council co-ordinating the umbrella sales offices are handed onto the UK companies located in the office, providing an economically viable package.

3.6
Other UK Film Umbrella Stands

In addition it is worth mentioning two other schemes run as umbrella stands which benefits the UK sales community.

3.6.1
British Council's British in Berlin Stand

The British Council organises a sales umbrella at the European Film during the Berlin film festival, 'British in Berlin'. In 2006 the stand has 12 UK sales companies affiliated to the stand. The British Council's information desk is the main point of reference for information on British films. Services to delegates include messaging service. 

3.6.2
UK Film Council's UK Film Centre at Cannes. 

The UK Film Centre does not provide a sales office for UK films, but does promote UK films available for sale and information on where the sales agents are located in Cannes.

3.7
UK Mechanisms Indirectly Benefiting Sales Agents

3.7.1
UK Film Council’s Super Slate Development Fund

Introduction

‘Super Slate’ funding encourages vertical integration of the sector by creating links between sales agencies and producers with an established track record of developing feature films for theatrical distribution.
 

The Super Slate scheme awards eight slate companies grants ranging from between £250,000 to £500,000 per year for up to three years, subject to the annual performance review for each year. The total budget for the fund for the three years to 2008 is £7.5 million.

Background and Concept

Beyond encouraging vertical integration, the inclusion of sales agents and distributors in the consortium ensures that the film has an increased chance of market success, since it will have been developed and produced for the market with the input of the distributors and sales agents which are responsible for selling it. 

How It Works

Eligible applicants are joint venture companies, comprising more than one UK production company, with a demonstrable and direct link to a sales agent and/or a distributor. 

The strength of the link between producers, sales agents and distributors within a particular consortium is a key criterion in assessing the viability of applications. Sales agents and distributors are encouraged to provide regular, detailed, and creative input into the assessment and viability of all the projects in the slate.

Applicants must demonstrate links both with local and international broadcasters, and European mainland and US production partners. The same sales agent, distributor, broadcaster and financier may be associated with one or more applicants.

Preliminary Impact Assessment

· Bringing distribution and sales knowledge and expertise into the development process is broadly recognised as being beneficial in maximising the potential for British films to perform on the international market. 

· Allowing sales agents to secure international distribution rights at an early stage will enable them to build a valuable film catalogue, creating long-term asset value for the company.

· By allowing sales agents and distributors to be associated with one or more applications, UK sales companies have an increased chance of benefiting from the programme while increasing their overall market presence.

3.7.2
The Film Franchises

Introduction

When Lottery funding was first brought forward for film, it was invested on a film-by-film basis with no overall strategy. A weakness of our sector has always been its ‘cottage industry’ profile. The Film Franchises were an attempt to drive a more industrial approach to supporting the sector. 

Background and Concept

The Arts Council and Pact envisioned the establishment of few large production outfits capable of increasing UK film production levels significantly, thus creating a momentum for British film with commercially successful projects and thereby also indirectly fostering the development of other production and service companies. In May 1997, following an open competition, DNA Films, Pathe and The Film Consortium were selected from 39 applicant companies to form Film Franchises.

How It Works

Producers were allowed to use Lottery funds worth 20% of the production budget of each film and to raise the rest through external investments. Projects that were produced by the Film Franchise included successes such as the 51st State, Pride and Prejudice and The Summer of Love.

Preliminary Impact Assessment

· While some of the projects produced by the three companies were critical as well as commercial successes, some argue that there also were projects that were developed and produced too fast.

· Notwithstanding this reservation, it is a fact that the three winning franchises are still active in the market, and two of those three (The Works and Pathe) are often quoted as important players in the financing and selling of British films. 

· The fact that a fourth intended Franchise was not granted at the last moment was therefore perhaps a lost opportunity which might have provided more strength to the sector.

Appendix 4
Foreign Mechanisms – Case Studies


4.1
Case Studies of International Schemes 

4.1.1
List of International Schemes Case Studied 

This section provides individual analysis of the various support schemes available in the international sales agents via national schemes. These include: 

IFCIC

Unifrance

Spain – ICAA and Spanish Federation of Audiovisual Producers (FAPAE)

Scandinavia – Scandinavian Films

Australia – Austrade, Australian Film Commission and Film and Television Office, New South Wales

Canada – SODEC and Telefilm Canada

MEDIA Programme Support

4.1.2
International Support Schemes Summary Matrix

In the matrix below is a summary of the funds available and the objectives of each of these schemes, its mode of delivery and the advantages and disadvantages of each scheme. 

Table A-4: International Support Schemes Summary

	Scheme
	Objectives
	Delivery
	Advantages and Disadvantages

	France -  Institut pour le financement  du cinéma et des industries culturelles.

IFCIC (general schemes by IFCIC) 


	Facilitates production financing and underwrites risk. Aimed at producers and distributors                                              


	Upon completion of application forms and necessity to  fulfil criteria


	Mature body specialised in evaluating risk. Helps France produce impressive number of films. Scheme is only available to French production.  Scheme is only one element in overall French strategy to support all aspects of value chain.

	France IFCIC (specific sales export scheme by IFCIC)   


	New dedicated support scheme to guarantee finance of export of films. Available to sales agents and producers


	Upon completion of application forms and necessity to fulfil criteria


	Can guarantee up to 65% of finance required. Dedicated support scheme with precise export objectives. New and possibly temporary scheme.    

	Unifrance
	Promote French film as French culture abroad.  Promote export of French films
	Most help goes to producer but funds also available for sales agents attendance at festivals  
	High cultural visibility for French films. Strong emphasis on cultural aspects. Most benefits and funds are directed at producers.  

	Spain

Audiovisual SGR

(mutual guarantee fund)
	Aims to allow audiovisual SMEs better access to bank funds, provides consulting services on maximising public and private investment. Fund also grants personal guarantees allowing them to finance any activity within the audiovisual value chain
	€3 million ICAA €3 million EGEDA (producers' rights management body €45,000 SMEs in sector
	New fund. Too early to review operation but based on the IFCIC model in France. Likely to meet with the same successes.

	Spain

Programme for Support of Promotion Abroad (2001)
	To promote Spanish Film abroad at festivals 
	FAPAE = The Federation of Spanish Audiovisual Producer Associations

ICEX= Spanish Institute of Exterior Commerce
	Delivered 83 films in 62 countries. FAPAE draws revenues from membership fees, so funding of this scheme depends on industry support.

	Australia Austrade, Export Market Development Grants (EMDG)
	To provide SME exports with assistance in seeking out and developing export market
	Austrade – National trade and investment organisation.

Partially reimburses exporter's expenditure on export promotion 
	More generous than IBS support in UK but likewise not sector specific and not dedicated support for sales agents.

	Canada Sodexport
	Support businesses through various processes of exporting their product, from business planning to promotional material
	SODEC- Société de développement des entreprises culturelles

Financial support for creation of export business plans; providing 30% of anticipated costs of the development of new markets or a maximum of C$25,000 for new opportunities to exploit new markets. Also provides 50% of subtitling costs. Where films are shown under SODEC umbrella, costs of promotional material for markets, film festivals are covered by SODEC
	Out of a total budget of C$19.5 million in 2004/05, C$2.9 million was spent on aid to distribution and promotion of audiovisual product. In the same year, C$2.9 million was spent on SODEC's cultural export programme, C$1.2 million of which went to audiovisual companies.

	 Canada - Telefilm

Loan Guarantee Scheme 
	To provide Canadian financial institutions with loan guarantees as well as a professional appraisal of loan applications submitted by Canadian production, distribution and foreign sales companies. The scheme is intended for companies or projects that otherwise would be unable to obtain loans in the private sector
	Telefilm supplies an evaluation of the risks associated with each project and of the borrower's ability to repay the loan and can also guarantee up to 85% of the maximum amount of the loan. There are criteria governing the interest rate
	By providing backing to companies, Telefilm opens the possibility of additional and hitherto unreachable private sector funding to companies. 

	MEDIA
	Promotes the exportation/ circulation of non-national films amongst EU member states. Dedicated programme for sales agents part of wider programme
	Upon completion of application forms and necessity to  fulfil criteria
	Inadvertently disfavours UK sales agents. French currently profit most from scheme. Undergoing future changes to favour smaller Member States' films.

	European Film Promotion 
	A consortium of 22 national film promotion agencies. It is contributed to by the UK Film Council. UK sales agents benefit from the fund (by supporting all European product they represent).
	The maximum support per film per festival is €5,000. As of 2006, EFP charges a handling fee of 3% on every disbursed grant. Applications may be made for more than one film per festival. EFP's member organisations and appointed national contacts decide on the awards
	Support UK films at  Festivals in a number of FEG and UK Film Council identified key emerging export territories, as well as at Sundance and Toronto.

EFP provide UK Film Council International with festival and market intelligence on those events and territories.

It provides an excellent return on UK Film Council’s investment, to UK sales companies


4.2
Ranking of Foreign Support Schemes

The Consulting Team has attempted to estimate the relative value of these support schemes to sales companies in the country to which the scheme relates, balancing the financial value of each with the strategic value. The following ranking indicates the Team’s evaluation of the schemes, and reasons for each position.

1. France

If France's financing model of IFCIC cannot hope to be replicated in a UK context, the secondary aspect of IFCIC's role, facilitating overall production financing packages and providing advisory/consultancy services, is perhaps a model to consider.

Unifrance is an almost monolithic giant in the field, with dedicated reach for exports. It annually organises a number of perennial global events advertising French film internationally. In this way Unifrance reaches beyond its funding functions to become a dedicated cultural embassy for the promotion of French film.

The combination in France of the institutional support of IFCIC and Unifrance have combined to create a propitious context for French sales agents in which to operate. Although most award schemes directly benefit producers or distributors, by aiding the selling process this does indirectly aid sales agents. Particularly useful to French sales agents is the advisory financial services of IFCIC to facilitate packages. Beyond the scale of funds available in France across the value chain, a significant annual budget of approximately €9.3 million is set aside for dedicated French export strategy.

2. MEDIA

The EC's MEDIA Programme contains a sales agent specific element. Imaginatively it allows for regeneration of funds based on the performance of the company with the initial award allowing for company expansion and growth. However, to some extent, the criteria is currently dis-favouring UK sales agents.

3. Spain

Spain is making moves towards replicating the French model with increased root funding and the introduction of new consultancy and facilitating services with banks following the French model. Moreover. the Spanish government has announced new injections of funds for its national sales sector.

4. Canada

Téléfilm Canada provides dedicated help to the sales sector in the form of the Loan Guarantee Programme. As with the French and Spanish model this includes an element of access to financial and consultancy advice to evaluate risk. Téléfilm Canada actually supplies the evaluation of the risk. The scheme can guarantee up to 85% of the maximum amount of the loan capped at C$ 1 million (£494, 135) per project.

5. Australia

Australia's Austrade (Australia's equivalent of the UKTI) support is more generous than  the UKTI. Austrade, administers the Export Market Development Grants (EMDG) scheme which in 2003 granted an average award of £19,803 (A$45,945) to individual creative industry companies to encourage export. This is in contrast to the IBS scheme which is capped at £2,500. However, it is not sector specific and therefore perhaps too generic.

6. Scandinavia

Scandinavian Film's schemes help increase the visibility of Scandinavian product at international festivals. However, as it is specific to a grouping of culturally-aligned countries it is of less relevance to an UK context.

4.3
MEDIA Programme Support

4.3.1
Support for Sales Agents Across Europe

According to data compiled by the European Audiovisual Observatory, only 16 national film support agencies in Europe have designated support schemes for international promotion of national films
. Indeed, in terms of value of funding offered, funds towards promotion activity accounted for only 1.4% of funds spent by national funding agencies in 2002 in support of their audiovisual industries. The combined budget of Europe's 22 promotion and export agencies is less than 30% of the $100 million Warner spent on the international roll-out of The Matrix Revolutions
. 

4.3.2
The MEDIA Programme

Given this lack of support, one of the stated aims of the European Commission’s MEDIA Plus Programme is to improve the circulation of European audiovisual works. Approximately 8.5% of the MEDIA programme’s €350 million is to be spent on supporting the promotion of European film
.

In the mid-term evaluation of the MEDIA Programme, it was found that as a result of MEDIA’s distribution and sales agents support, 98 films were distributed outside their national territory from January 2001 to March 2003. In 2002, roughly 9% of the MEDIA and MEDIA Training Programme budget was spent on promotion support valued at approximately €8.2 million
.

4.3.3
MEDIA Programme – Distribution Support for Sales Agents

MEDIA Programme provides funds to sales agents in two stages:

· Stage 1: An automatic award of up to €25,000 based on the eligibility criteria and performance of the sales agent in the market over a given period

· Stage 2: A further grant amounting to 10-20% of a financial award generated by a specific project under the Automatic Distribution scheme.

The criteria for the Programme asks that a sales agent must prove that;

· for 2001/04 they were an appointed agent for eight recent European films, one of which must be non-national, and had the rights to sell in 10 member states of the MEDIA programme.

· they have sold at least four of these films in at least three non-national Member States.

MEDIA Plus support may cover up to 50% of the eligible costs of a project. In the second stage  maximum funds are available for films originating from new Member States in a bid to encourage film promotion for the new Member States.

There is limited data available on the success of the scheme but from 2001 to 2003, few applications were submitted and an average of 17 projects were selected annually
. Consultations indicate however that this programme is used increasingly by UK and other European sales agents. 

The mid-term evaluation suggested that MEDIA should identify the most promising markets and festivals at international level, as well as conducting an inventory of promotion and marketing tools.  

The report also underscored the precariousness of the sales agent sector and how a consistent policy must be maintained with regard to distributors and sale agents, as policies beneficial to one group may in fact be detrimental to the other
.

4.3.4
MEDIA Programme – Promotion Support for Sales Agents

In 2004, MEDIA began supporting European Film Promotion (EFP), a consortium made up of 22 national promotion agencies representing 24 European countries (including the UK via the British Council and UK Film Council), active in the field of promotion and marketing of European cinema. 

MEDIA has awarded €400,000 to EFP to support European sales agents and producers (if no sales agent is involved in the handling of the film in the respective territory) to promote/sell their films at international film festivals that they would not necessarily attend for financial/logistical reasons.

The Film Sales Support grants funds to cover 50% of the costs incurred by the sales agent or producer for promotional and marketing activities in respect of their participating films. The maximum support per film per festival is €5,000.As of 2006 EFP will be charging a fee of 3% on every disbursed grant. Applications can be made for more than one film per festival

EFP's member organisations and appointed national contacts decide on the awards. 

EFP focuses on two major events in North America, as well as developing markets in Latin America and East Asia. In 2005, EFP identified and targeted seven festivals: 

· Sundance

· Mar del Plata

· Buenos Aires

· Shangai

· Toronto

· Rio de Janeiro

· Pusan

In 2005, eight UK films/sales agents benefited from EFP’s Film Sales Support scheme. The vast majority of UK sales agents applied for EFP funding to assist in the promotion of films at the Toronto International Film Festival.

Appendix 5
Industry Forum


5.1
Introduction

The Sales Sector Industry Forum was held on the 30th of November 2005 at the Sanderson Hotel. Broadcasters, producers, sales agents and bank financiers were invited to give their opinion on the following topics:

· The elimination of trade barriers

· Status of the Sector: Challenges and Opportunities 

· Experience of Existing Support Mechanisms and Trade Bodies

· Emerging Ideas/Objectives for Future Support

· Issues Around Converting FE UK into a Formal Body.

5.2
Summary of Findings

Areas of concern, which emerged include, worry about the level of public funding support of European competitors, UKTI's lack of understanding of the sector, a general undervaluing of the cultural benefit of film exports, small commissions and the competition for product, the cost of working in the UK and challenges presented by new technology.

Areas of opportunity which emerged included the reputation of knowledge and integrity of the UK-sale agent, the advantage of doing business on GMT and that UK films were still a very exportable product.

Experience of accessing funding mechanisms revealed the complicated nature of the MEDIA application process. In terms of trade associations IFTA handled Brussels efficiently but had less focus on UK interests. EFEA was reported to be relatively inactive and  emphasised French interests.

It was noted that FE UK should be objective driven and include as members any stakeholder interested in exports. FE UK would also be most effective if it enjoyed decision making powers.

5.3
Industry Forum Attendees

The Industry Forum's invitees were as follows as categorised via occupation:

Sales Agents

Carey Fitzgerald, Highpoint Films

Nicole Mackey, Fortissimo Films

Gary Phillips, Moviehouse

Alison Thompson, Focus Features

Tristan Whalley, Goal Post Films

Broadcasters

Sue Bruce-Smith, Channel Four

Jane Wright, BBC Films 

Producers

Marc Samuleson, Samuleson Productions

James Spring, Fragile Films/Ealing Studio

Paul Webster, Kudos Films

Others

Ivan Mactaggart, Baker Street Finance and Meteor Pictures

Charles Moore, Wiggin & Co 

5.4
Detail of Industry Forum

The following were recorded as the detail of the challenges which UK sales agent face:
· General lack of support for the sector  in the UK;

· Banks are cautious about lending estimates; 

· Non-UK agents tend to give inflated estimates;

· Access to finance is difficult;

· There is a lack of commitment to sector, in particular there is an undervaluation of the both economic and cultural impact of the sector;

· There is a lack of transparency in EC documentation;

· There is insufficient incentive for UK producers to use UK agents;

· In general commissions are down;

· The cost of conducting business in London including the cost of overheads and marketing;

· New technology means the traditional model of territory by territory sale is under threat.

The following were recorded as the opportunities for UK sales agents:

· Conducting business on GMT is a benefit;

· UK enjoys a tradition of being a bridge to Europe and the UK and has a reputation for integrity of its agents;

· The UK is a site of international multi-party financial expertise;

· There is the possibility of working with US producers to access European finances;

· UK films are the most exportable product out with US product;

· There is a possibility of forging closer bonds between sales and production.

The following were recorded as UK sales agents experience of accessing support:

· Amounts were small;

· With IBS there is an emphasis on new markets;

· Film Focus UK should be accessed more by the production finance sector;

· MEDIA funding, in the past has favoured the larger member states. MEDIA is hard to qualify for, there is a great deal of administrative work involved in applications and is more widely used by European competitors.

The following were recorded as UK sales agents experience of established trade bodies:

· IFTA caters more for the aims of the US and there is a need for individual national representation;

· IFTA dialogues well with Brussels;

· EFEA has in the past lacked engagement with UK sales agents;

· BTDA is effective institution with similar needs to FE UK.

The following emerged as ideas for future support:

· There is perhaps a need for a soft lending scheme;

· UK Film Council could perhaps envisage a financial packaging support scheme;

· UK Film Council could perhaps include sales agents costs in UK Film Council funded production budgets;

· UK Film Council could focus on grouping/consolidating the sector.

The following issues emerged around the re-organisation of FE UK:

· There would be definitional issues surrounding who the association is for that is to say companies which sell UK films or for only UK companies?

· Membership subscription may quickly become expensive

· Where should the association be housed to limit overheads?
Appendix 6
Trade Association Status for FE UK


6.1
About Trade Associations

As a member organisation, a ‘trade association’ is comprised of business entities rather than individuals, all of which are active within a sector (or sub-sector) of an industry. The corporate interests of its members is the focal point of its activities, particularly through representation of the sector to government (lobbying) and other bodies, including trade unions working in the same industrial sector. Those interests are seldom understood as involving anything beyond material gain – even where the industry demonstrably has non-economic benefits, such as in the cultural and creative industries. 

Membership of a trade association must be open to all companies in the sector if the body will be able to claim credibility in terms of the constituency which it represents, and maximise its own revenues. An organisation which has not been able to attract the membership of the vast majority of its constituency will lay itself open to the charge of not truly representing the sector, and the threat of an alternative ‘rival’ association being created by disaffected non-members. In this sense, despite being focussed on the commercial success of members, trade associations provide a forum in which usually competitive entities work together to achieve a common goal
. 

The establishment of a new trade association usually involves at least one of three sets of circumstances: 

The birth of a new industrial sector;

An existing trade association losing its relevance to due substantial changes within the sector;

An existing trade association which loses the support of its members 

Influencing government policy through lobbying is often perceived as being the key element of a trade association’s activity, and one which takes place on an on-going basis rather than on an ad hoc, issue-based, reactive basis. This is because, firstly, an organisation must establish itself as a respected policy player over the long term if it is to receive the attention of the right people in government, and thereby achieve key policy aims. Secondly, the organisation must demonstrate that it understands and operates within the format that government operates under. Policy decisions are rarely made overnight, but instead are the result of a slow process of lobbying and debate.

Trade Associations also encourage competitiveness and high professional standards in the sector, and to some extent can act as a sign of quality, through setting out professional standards, or Codes of Conduct, as a condition of membership. Trade associations sometimes also offer business services to members, such as market data, adjudication and mediation, as well as member directories. In addition, a trade association will be frequently involved in industrial relations issues, representing its members as employers when negotiating with trade unions as the representatives of employees in their sector. 

The technical requirements of becoming a trade association are minimal. There is no need to register with any official body and there is no criteria that an organisation must meet in order to be considered a trade association. Unless there is a need to limit the liability of members, trade associations are generally unincorporated
. 

6.2
SWOT of Trade Association Status for FE UK

The principal strengths, weaknesses, opportunities and threats of FE UK formalising itself into a trade association are outlined below.

6.2.1
Strengths

· Providing more cohesion to a sector which has recently seen considerable turbulence

· Creating a single ‘face’ or point of contact for dialogue between the sector and external bodies and sectors, including national and local government

· Continuity and consistency for influencing policy development and decisions

· Ability for the sector to become proactive rather than reactive on issues which affect its development

· More formalised process for internal networking and dialogue within the sector, and for information delivery to members for example on which new business models are likely to be created as a result of new technologies 

· Such a body will inevitably encourage awareness of the sales sector and its importance to the wider film industry, consolidating a public perception of sales agents

6.2.2
Weaknesses

· Creation of new, fully functioning trade association for UK sales agents could be ‘overkill’ for  a small sector which tends to operate under somewhat informal processes

· The companies most likely to need an association (Small UK) are least likely to be able to afford its dues

· The principal need for the sector of such an organisation is lobbying – other ‘functions’ of a trade association such as business services are not necessarily required or justified, or are supplied elsewhere

· As demonstrated in this report, defining the sector – or the organisation’s target membership – is difficult in the case of the sales sector, since a sales agent’s activities are to some extent merging with those of producers. But it is essential for a trade association to identify its constituency and attain a large proportion of them as members

· There are a plethora of film bodies in the UK, therefore a new organisation representing a small (though important) sector may be ‘crowded out’

6.2.3
Opportunities

· Enable the sector to benefit from and create linkages with a wide range of related strategies, such as export support, film sector strategies, training strategies, and company development schemes

· Create beneficial partnerships as the ‘face’ of the UK sales sector, e.g. partnerships and relationships with other representative bodies (IFTA, Film Distributors Association, etc), and other film entities, e.g. major international festivals such as Cannes to improve the presence and visibility of British sales agents

· Analysis and engagement with upcoming core issues affecting sales agents – such as new technologies and changing distribution windows – and providing consequential advice and recommendations to members can ultimately make the UK sales sector more competitive than international counterparts

· Build on an existing perception of high standards associated with UK sales agents to establish a recognisable ‘brand’ or mark of quality through membership requirements and regulations

· Taking a strategic approach to improving the professional skills of the UK sales sector, both by creating linkages with relevant existing training and education schemes, and in a more long-term sense by ensuring that the needs of the sales sector are represented in any formulation of training strategy for the film sector

· Working with external bodies, such as UKTI and UK Film Council, to use the knowledge and insight of the sales sector to promote and increase exports of British films, and to ensure that any support schemes for film exports are designed to be relevant to the sector

6.2.4
Threats

· A new trade association for UK sales agents will operate in an environment in which several other organisations might claim to represent the same constituency. These would include PACT, IFTA and EFEA. Competitiveness between representative bodies encourages inefficiency and a lack of coherent lobbying. If a new UK trade association is created, clarity of its role and functions compared to these other organisations would be essential for positive partnerships and relationships to be formed

· The costs of setting up and running a trade association, even one with somewhat limited functions and services, are not insignificant if the association is to be successful in its activities. Office costs, member communication, promotional costs, salaries for an experienced secretariat, can all be real  financial burdens, even before any members have received any services

· The potential membership for the new organisation may not be willing to pay membership fees sufficient to cover the costs mentioned above, in particular where they are already paying membership fees to IFTA and/or PACT. Generating enough revenues to cover costs through other activities may therefore become a distraction from the organisation’s intended purpose of representing the sector

· In a broad sense, the sets of circumstances under which it is appropriate to create a new trade association (outlined above) do not currently exist. It could therefore be argued – by potential members and supporters/stakeholders, that if the sector has managed to operate and grow into an essential element of the film value chain without the aide of a trade association, it can continue to do so 
· The segmentation of the membership of FE UK (Small UK, Large UK and Foreign companies) may be an impediment to creating a more formalised organisation. Defining the sector which it represents would be very important to the new trade association, and decisions would have to be made (e.g. on nationality of companies, size and extent of activity of companies, and establishing the function of a sales agent as distinct from a producer) which may result in the exclusion of some current members of FE UK.
Appendix 7
Methodology


7.1
About Our Methodology

The quantitative and qualitative data in this document has been gathered through a combined process of:

· conducting  a survey of the UK sales agents sector;

· consultations with key industry figures;

· organising an industry forum

· desk and telephone research 

This process was agreed upon in close collaboration with the project steering group.

7.2
About the Sales Agents Survey

7.2.1 Purpose of Survey

The Purpose of the survey was to establish a sound evidence base from which to draw statistical information regarding the UK sales sector including size as indicated by company numbers and employment levels, activity as indicated by turnover, sales value and profit levels, composition as indicated by the size and type of companies present, and operation as indicated by the activities engaged in, and markets and festivals attended. 

7.2.2
Sample Selection

The small population of companies in the UK Sales sector required the selection of the full population as the sample.
 This is because the exclusion of even a couple companies could significantly alter the final results.

7.2.3
Response Rate

Questionnaires were returned from 29 of the 32 companies identified as belonging to the UK sales sector. This represents a response rate of 91%. In terms of the three sub categories of companies chosen for the analysis; 92% of the Small UK company sub-sector, 92% of the Large UK sub-sector and 86% of the Foreign companies with London offices sub-sector responded. The high response rate for the sample as a whole is therefore due to a strong response rate for each sub-sector. 

7.2.4
Currency Exchange

A number of respondents to the Sales Agents Survey supplied financial data in currencies other than Pounds Sterling. These figures were converted to Sterling using annual average spot exchange rates supplied by the Bank of England
. These are as follows:

Table A-5: Currency Exchange Rates

	Year Ending 
	Annual average Spot exchange rate, US Dollar into Pounds Sterling. 
	Annual average Spot exchange rate, Australian Dollar into Pounds Sterling. 

	31 Dec 01
	1.44 
	2.7866

	31 Dec 02
	1.5035 
	2.7664

	31 Dec 03
	1.6353 
	2.5138

	31 Dec 04
	1.8323 
	2.4905

	31 Dec 05
	1.8356

	2.3851



Source: http://www.bankofengland.co.uk/statistics/index.htm

7.2.5
Dealing with Missing Values

Usually, the key issue in surveying a sample of the population is the degree to which the responses from businesses can be regarded as representative of the population.  This depends both on the number of business surveyed and their attributes.  The more variation there is within the population, the more responses will be required to describe it.  However, there was an additional condition placed upon our survey because the population we are trying to understand is very small.  This required that we survey virtually the entire population because the relative importance of each company to the population is much larger than in most conventional surveys of much larger populations.  

Originally we attempted to survey the entire population, despite a good response rate we did not receive survey information from all the companies.  Due to the requirement to understand the total size of the sector as well as the variations over the 5-year period it was necessary to estimate (or impute) values for missing data in order to gross to the total size. Two approaches were taken to supplement the questionnaire data; where possible figures for employment, turnover and profit before tax were sourced from FAME, a Bureau van Dijk database of company financial data. When information was not available from this source the following imputation procedures were implemented.

7.2.6
Imputing Films Handled

Very little imputation was needed to fill in data for films handled. To impute values, the companies without data were compared to the companies with data on films handled.  Based upon expert knowledge, a suitable partner company was chosen for any company missing data.  This partner’s data was used to impute the missing values. 

In order to obtain estimates of gross sales, values corresponding to films delivered in the period 1998/2000 and pre-2000 were also required. To obtain a gross estimate of sales values for these periods a scaling factor was calculated. This was calculated as the ratio of Total Sales on films delivered 2001/05 (including imputed values) to Total Sales on films delivered 2001/05 (not including imputed values). This ratio was used to scale up the non-imputed sales values for films delivered in the two periods and thus account for any missing values. 

7.2.7
Imputing Sales

There was a greater need to impute Sales value data than films handled data.  Often companies would reveal the number of films they handled but not their sales value.  In order to impute data in this situation, we calculated the average sales per film (both UK and non –UK) for all companies with data for the period 2001 to 2005.  This allowed us to then rank companies in terms of sales per film.  Expert knowledge was then used to place companies with missing data into the appropriate “slot” based upon what their sales value per film was likely to be.  This imputed sales per company figure was then used to calculate total sales values based upon the number of films handled by the relevant company. 

7.2.8
Imputing Turnover

A similar process was used to impute Turnover data. Average turnover across the period 2001/05 was calculated for all companies with data. This allowed companies to be ranked in terms of total average yearly turnover. Again, expert knowledge was used to place companies with missing data into the appropriate turnover ‘slot’. This allowed average turnover for a benchmark year (2004 where possible) to be calculated. From this 2004 (or other) average turnover figure values for the other years were calculated using the average year on year trend for the original (non-imputed) sample.  Note that when PBT data was neither present in the original data nor obtainable through database sources this field was omitted. This was because there was no feasible way to predict these missing values with the available data. 

7.2.9
Imputing Employment 

Very little imputation was needed to fill in data for employment. In two cases companies had supplied employment data for only 2005 despite having been in existence prior to this. For these companies employment in the earlier years was calculated using the average year on year trend in employment for the original (non-imputed) sample. One company did not supply any employment data, for this company employment was calculated by using expert opinion to ‘match’ the company to the company thought to provide the closest match in terms of employment. 

Part time employment was assumed to be zero for companies which supplied full time employment figures, but no part time figures. 

7.2.10
Qualitative Aspects of Sales Agents' Survey

The survey of UK sales agents contained qualitative elements in order to garner the profession's perception on challenges, threats and opportunities for the sector

7.2.11
Sales Agents Survey Concluding Remarks

Based upon our methodology and the care taken to empirically impute missing values for the small number of companies which did not respond to the survey, we are confident that our results are a very good and close estimation of the actual population values. 

7.3
Consultations With Key Industry Figures

A total of 43 consultations were taken with leading national and international industry figures. All of the Team's consultations are confidential but the categories of consultees include:

· UK sales agents;

· International sales agents;

· UK producers and distributors;

· UK and international clients of sales agents;

· Customers of UK sales agents;

· Representatives of government;

· Representatives of film bodies with export support programmes in other countries;

· Other industry stakeholders;

· Representatives of industry bodies such as the UK Film Council and FE UK;

· UK subsidiaries of foreign companies.

7.4
Industry Forum

In addition the Consulting Team organised an Industry Forum with a number of high level industry professionals (broadcasters, sales agents, financiers and producers) in order to understand their perspective on the sector. In particular this Industry Forum was used as a platform to discuss the future strategy of Film Export UK (FE UK). Please see full details in Appendix 5 about the Industry Forum.

7.5
Telephone and Desk Research 

Qualitative information, provided by telephone and desk research, regarding the role of the sales agent, foreign competition and case studies of support mechanisms complements this information. 

7.6
Example of the UK Sales Agents Questionnaire

A Note on Definitions

· ‘UK’ films are those that have received the DCMS Certificate of British Nature of a Film
. 

· We are interested in activity across three time periods. The three categories of films are defined as; 

· films delivered calendar years 2001/05 (including any pre-sales associated with films that have finished principal photography by end of 05 but have not been delivered),

· films delivered calendar years 1998/2000 inclusive,

· films delivered pre-1998 (our definition of 'Library').

· Where detailed information is not available please make an estimate and indicate with “Est”

Preparation for Additional Discussion

As stated above, we will telephone you within the next two weeks to discuss the following market-related issues with you:

· Who are your main UK and non-UK competitors?

· What is the effect of piracy on your business?

· What are the six major territories for UK films?

· What territories are emerging as buyers of UK films?

· What territories are becoming less important as a buyer of UK films?

· What changes to distribution 'windows' are emerging?

· What are the trends in the (so-called) ancillary media – Pay television; DVD; free to air; Online; Video on Demand; mobile phones etc?

We would also like to discuss;

· What are your experiences of using UK and non-UK public support systems and trade bodies (MEDIA; IFTA; EFEA; UKTI etc)?

· What you would view as the three main opportunities your business faces in the next three years?

· What you would view as the three main threats?

1.
General Company Information (to complete and return)

	Company Name
	

	Contact Name and Position
	

	Address
	

	Town
	

	Postcode
	

	Email Address
	

	Telephone Number
	

	Fax Number
	

	Year Established
	

	Legal Status
	

	Description of ownership (and whether changed over last three years)
	

	As of December:
	2001
	2002
	2003
	2004
	Current

	Full Time Employees 
	
	
	
	
	

	Part Time Employees 
	
	
	
	
	

	Company Turnover 
	
	
	
	
	

	Profit/Loss Before Tax 
	
	
	
	
	


2.
Financial Data (to complete and return)

	
	
	2001
	2002
	2003
	2004
	2005

	Number of Films Handled
	UK
	
	
	
	
	

	
	Non-UK


	
	
	
	
	

	

	Sales Value of films delivered in the period 2001/05 inclusive
	UK
	
	
	
	
	

	
	Non-UK


	
	
	
	
	

	Notes (please use if you wish to provide any explanations of deals done)



	Sales Value of films delivered in the period 1998/2000 inclusive
	UK
	
	
	
	
	

	
	Non-UK


	
	
	
	
	

	Notes (please use if you wish to provide any explanations of deals done)



	Sales Value of films delivered pre-1998 (our definition of 'Library')
	UK
	
	
	
	
	

	
	Non-UK


	
	
	
	
	

	Notes (please use if you wish to provide any explanations of deals done)



	Average Marketing Spend per film
	UK
	
	
	
	
	

	
	Non-UK


	
	
	
	
	


3.
Can you please provide below a list of the UK film titles handled for each year 2001 to 2005 inclusive.

	Year
	Title

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	


4.
What activities does your company engage in? Please circle

	Pre-sales
	Yes
	No

	‘Post’ Sales
	Yes
	No

	Delivery
	Yes
	No

	Financing
	Yes
	No

	Executive Producing
	Yes
	No

	Development
	Yes
	No

	Other – please describe




5.
Which Sales Markets do you typically visit each year? Please circle all that apply.

	American Film Market (AFM)
	Yes
	No

	Asia Television Forum
	Yes
	No

	Berlinale European Film Market 
	Yes
	No

	Cannes Film Market
	Yes
	No

	FILMART
	Yes
	No

	MIFED
	Yes
	No

	MILIA
	Yes
	No

	MIPCOM
	Yes
	No

	MIPCOM Junior
	Yes
	No

	MIP-TV
	Yes
	No

	NATPE
	Yes
	No

	Other – please describe




6.
In addition, please name any Film Festivals without associated market which you typically visit each year to conduct business. Please indicate which of these festivals you feel are significant in terms of concluding deals and actual sales.

	Toronto International Film Festival
	Yes
	No

	Venice International Film Festival
	Yes
	No

	Sundance Film Festival
	Yes
	No

	Other – please describe




7.
Can you please provide an estimate for 2004 and 2005 of the amount of film finance you have raised for UK film production, including your own minimum guarantees, and pre-sales (to the extent that they were not supporting your own minimum guarantee).

	2004
	£ 

	2005
	£ 


8.
In relation to this financing:

	Did you ever provide guarantees either to the producer or in support of bank lending?
	Yes
	No

	How often on average do you do that per annum?
	

	How much as a % of budget are these guarantees on average?


	%


Appendix 8
MEDIA Award Tables









In this section we provide copies of the MEDIA award tables for sales agents from 2001/04 (last published awards). This information is public ally available.
 The tables are provided here to re-enforce the dominance of the French sales agents in acquiring funding.

Table A-6: Call for Proposals 49/2001- Sales Agents

Summary of potential funds generated by applicants 15/04/2002

	Ref No
	Beneficiary
	Proposed Contribution (€)
	Max % of financing

	0101DI090000IT-2039
	Adriana Chiesa Enterprises Srl
	20.339
	50,00%

	0101DI090000DE-1562
	Bavaria Media GmbH
	17.706
	50,00%

	0101DI090000FR-0383
	Celluloid Dreams
	27.131
	50,00%

	0101DI090000DA-1295
	Egmont Entertainment AS ( Nordisk Film International Sales )
	20.105
	50,00%

	0101DI090000UK-0207
	Film Four Ltd
	112.635
	50,00%

	0101DI090000FR-2287
	Films Distribution
	22.176
	50,00%

	0101DI090000DE-1807
	First Hand Films Weltvertrieb GmbH
	15.154
	50,00%

	0101DI090000FR-1675
	Flach Pyramide International ( FPI )
	59.463
	50,00%

	0101DI090000FR-2288
	France Television Distribution
	78.277
	50,00%

	0101DI090000FR-2087
	Gaumont
	29.376
	50,00%

	0101DI090000FR-0630
	Gemini Films
	20.184
	50,00%

	0101DI090000FR-1754
	Mercure Distribution
	39.390
	50,00%

	0101DI090000FR-2294
	MK2 SA
	30.168
	50,00%

	0101DI090000FR-2292
	Pathe International
	43.696
	50,00%

	0101DI090000FR-2290
	Président Films
	44.494
	50,00%

	0101DI090000FR-1526
	Studiocanal France
	43.134
	50,00%

	0101DI090000FR-2293
	TF1 International SA
	34.646
	50,00%

	0101DI090000FR-1517
	UGC International SA
	49.805
	50,00%

	TOTAL
	
	707.880
	


Table A-7: Call for Proposals 36/2002 - Sales Agents

Summary of potential funds generated by applicants 

	Ref N°
	Company
	Generation "step 1"
	Generation "step 2"
	TOTAL GENERATED (€)
	Comment

	0102DI090000ES-0141
	Aurum Producciones S.A.
	15.000,00
	6,35
	15.006
	

	0102DI090000DE-1562
	Bavaria Media GmbH
	15.000,00
	2.206,01
	17.206
	

	0102DI090000FR-0383
	Celluloid Dreams
	15.000,00
	23.544,51
	38.545
	

	0102DI090000IT-2491
	Filmexport Group Srl
	0,00
	0,00
	0
	Not eligible

	0102DI090000FR-2287
	Films Distribution
	15.000,00
	2.190,39
	17.190
	

	0102DI090000FR-1675
	Flach Pyramide International ( FPI )
	15.000,00
	22.090,09
	37.090
	

	0102DI0900000NL-2492
	Fortissimo Film Sale BV
	15.000,00
	3.214,82
	18.215
	

	0102DI090000FR-2087
	Gaumont
	15.000,00
	143.118,82
	158.119
	

	0102DI090000FR-0630
	Gemini Films
	15.000,00 
	30.945,22 
	45.945
	

	0102DI090000IT-2495 
	Intramovies Srl 
	0,00 
	0,00 
	0 
	Not eligible

	0102DI090000ES-1366 
	Kevin Williams Associates SA 
	0,00 
	0,00 
	0
	Not eligible territories so

	0102DI090000FR-2064
	M6 Droits Audiovisuels 
	15.000,00 
	101,55 
	15.102
	

	0102DI090000FR-1754 
	Mercure Distribution 
	15.000,00 
	24.789,13 
	39.789
	

	0102DI090000FR-2294 
	MK2 SA 
	15.000,00 
	79.996,27 
	94.996
	

	0102DI090000FR-2292 
	Pathe International 
	15.000,00 
	109.879,61 
	124.880
	

	0102DI090000FR-2042 
	Société Parisienne de Production 
	15.000,00 
	2.245,01 
	17.245
	

	0102DI090000FR-1526 
	Studiocanal France 
	15.000,00 
	205.694,50 
	220.695
	

	0102DI090000FR-2293 
	TF1 International SA 
	15.000,00 
	27.395,52 
	42.396
	

	0102DI090000UK-2493 
	The Works TSC Ltd 
	15.000,00 
	14.381,93 
	29.382
	

	0102DI090000DA-2291 
	Trust Film Sales 2 Aps 
	15.000,00 
	110.613,78 
	125.614
	

	0102DI090000UK-2494 
	Vine International Pictures Ltd 
	15.000,00 
	0,00 
	15.000
	

	TOTAL 
	
	270.000,00 
	802.413,51 
	1.072.414
	


Table A-8: Call for Proposals 42/2004 - Sales Agents

Summary of potential funds generated by applicants 

	Ref N°
	Company
	Generation "step 1"
	Generation "step 2"
	TOTAL GENERATED (€)
	Comment

	0404DI090000DA2291
	Trust Film Sales2 Aps
	25.000
	210.210 
	235.210
	

	0404DI090000DE1562 
	Bavaria Media GmbH 
	25.000 
	206.900 
	231.900
	

	0404DI090000FR2507 
	Studiocanal 
	25.000 
	124.539 
	149.539
	

	0404DI090000FR2755
	Exception Wild Bunch 
	25.000 
	103.121 
	128.121
	

	0404DI090000FR0383 
	Celluloid Dreams 
	25.000 
	57.639 
	82.639
	

	0404DI09000UK2493 
	The Works TSC Ltd 
	25.000 
	37.762 
	62.762
	

	0404DI090000FR0175
	Les Films du Losange 
	25.000 
	30.417 
	55.417
	

	0404DI090000FR2293 
	TF1 International SA 
	25.000 
	23.146 
	48.146
	

	0404DI090000FR2042
	Société Parisienne de Production EURL 
	25.000 
	21.305 
	46.305
	

	0404DI09000FR1517 
	UGC International SA 
	25.000 
	18.500 
	43.500
	

	0404DI090000FR0173 
	Pyramide SA 
	25.000 
	15.712 
	40.712
	

	0404DI090000FR-2292
	Pathe Distribution SAS 
	25.000
	 15.583 
	40.583
	

	0404DI090000FR2294 
	MK2 SA 
	25.000 
	14.112 
	39.112
	

	0404DI090000FR2287 
	Films Distribution 
	25.000 
	6.172 
	31.172
	

	0404DI090000FR2857 
	Mercure International 
	25.000 
	3.184 
	28.184
	

	0404DI090000SU2756 
	Nonstop Sales AB 
	25.000 
	1.768 
	26.768
	

	0404DI090000FR0630 
	Gemini Films 
	25.000 
	1.394 
	26.394
	

	0404DI09000UK2900 
	Visual Factory Ltd 
	25.000 
	0,00 
	25.000
	

	0404DI090000DE2046
	Media Luna Entertainment GmbH & Co KG 
	0,00 
	0,00 
	0,00
	Not eligible: no four films sold in at least three territories.

	0404DI090000FR2898 
	Roissy Films SAS 
	0,00 
	0,00 
	0,00
	Not eligible: no four films sold in at least three territories.

	TOTAL 
	
	450.000,00 
	891.464 
	1.341.464
	


Table A-9: Call for Proposals 93/2003 - Sales Agents

Summary of potential funds generated by applicants 

	Ref N°
	Company
	Generation "step 1"
	Generation "step 2"
	TOTAL GENERATED (€)

	0301DI090000IT-2039 
	Adriana Chiesa Enterprises Srl 
	25.000,00 
	3.301,00 
	28.301

	0301DI090000DE-1562 
	Bavaria Media GmbH 
	25.000,00 
	21.975,00 
	46.975

	0301DI090000UK-2754 
	Capitol Films Limited 
	25.000,00 
	126.076,00 
	151.076

	0301DI090000FR-0383 
	Celluloid Dreams 
	25.000,00 
	104.166,00 
	129.166

	0301DI090000FR-2755 
	Exception Wild Bunch 
	25.000,00 
	31.741,00 
	56.741

	0301DI090000FR-2287 
	Films Distribution 
	25.000,00 
	4.473,00 
	29.473

	0301DI090000FR-1675 
	Flach Pyramide International ( FPI ) 
	25.000,00 
	9.359,00 
	34.359

	0301DI090000NL-2492 
	Fortissimo Film Sales BV 
	25.000,00 
	249,00 
	25.249

	0301DI090000FR-0630 
	Gemini Films 
	25.000,00 
	9.781,00 
	34.781

	0301DI090000IT-2495 
	Intramovies Srl 
	25.000,00 
	17.019,00 
	42.019

	0301DI090000FR-2294 
	MK2 SA 
	25.000,00 
	16.152,00 
	41.152

	0301DI090000FR-2292 
	Pathe International SAS 
	25.000,00 
	24.104,00 
	49.104

	0301DI090000FR-2507 
	Studiocanal 
	25.000,00 
	208.251,00 
	233.251

	0301DI090000FR-2293 
	TF1 International SA 
	25.000,00 
	68.541,00 
	93.541

	0301DI090000UK-2493 
	The Works TSC Ltd 
	25.000,00 
	28.744,00 
	53.744

	0301DI090000DA-2291 
	Trust Film Sales2 ApS 
	25.000,00 
	227.231,00 
	252.231

	0301DI090000FR-1517 
	UGC International SA 
	25.000,00 
	143.507,00 
	168.507

	TOTAL 
	
	425.000,00 
	1.044.670,00 
	1.469.670
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� Export Values reported are those generated by UK owned and based companies. These and other financial statistics for ‘Foreign’ companies which are non-UK owned and have non-UK headquarters are not reported in the headline results due to the difficulty of separating out activities of the London offices from activities of the companies as a whole. 


� Specialised films are characterised by an innovative cinematic style and by an engagement with challenging subject matter. Predominantly made with a relatively low production budget, they are generally more script and character than effect and event driven and can be documentaries. Specialised films are not always easy to define or categorise, and often do not fit within popular, recognisable genres. Sales companies that take on these types of titles, do so because they believe them to have international commercial break out/crossover potential.


� The UK has 35 companies which are members of FE UK. IFTA, the industry’s global trade association, of which a senior British sales agent is currently President, counts a total of 150 members.


� Profit Before Tax


� Renaissance Films, Element X, Portman Film, HBO Films London, and long-time agent Bill Gavin all ceased to operate in summer 2005 according to Variety October 17-23, 2005.


� Approximately 8.5% of the MEDIA programme’s overall funding of €350 million is to be spent on supporting the promotion of European film yet in 2003 only €425,000 was allocated to the sales agents' support scheme. 


� The latter includes whether FE UK should become a formal trade organisation.


� However, only findings from publicly available information has been passed to either the UK Film Council or FE UK representatives, and no details of data collected through the Study have been disclosed. 


� Please see explanation in review of the MEDIA programme in the Appendix 4. Qualifying applicants are required to have been an agent for eight recent European films, one of which must be non-national, and had the rights to sell in 10 member states of the MEDIA programme.


� Turnover and PBT were both calculated omitting one particularly poorly performing company whose financial performance reflected its performance in activities unrelated to it’s function as sales agent.


� The strong recovery from 2001 to 2002 is largely driven by one company, this company was however retained in the context of the small sample of PBT figures available. 


� One company has been omitted from the films handled analysis as it was thought to be disproportionately affecting the results. 


� It would be interesting to analyse sales values per film, however given the imputation procedure used to calculate missing sales values (see Appendix 7) which itself used average sales per film and films handled data, any findings from such an analysis could potentially be spurious outcomes of the imputation procedure.


� An exception might be for genre-specific product where deal-making is more commodity-oriented and less complex; where budgets are lower and where production funding  is not dependent upon territory pre-sales.


� Interestingly, some of the Team's consultees remarked that this was the point when the sector's focus started to gradually move away from maximising medium and long-term revenues, to a much shorter-term approach


� One reason for this is a reduced appetite among distributors for taking risks. Larger, more commercial ‘Studio’ films with known and valued stars (not the typical fare of most UK sales agents) are easier to sell. Behind this lies the increased costs of distribution in most territories, and the increased marketing power of the major Studios, squeezing independents' market share.


� Many days and weeks of overhead can be absorbed by executives working on script issues, creative packaging matters, casting options. Then follows considerable effort devoted to seeking finance and discussing the great complexities of financing a film with producers and co-producers and their specialist lawyers.


�  According to the European Audiovisual Observatory, the percentage of UK films taken up by co-productions has risen from around 14% in 1998 to 32% in 2003


� This is despite the arbitration process available for IFTA members and the operations of collection agents which have some responsibilities in this field.


� Unifrance (1949) is the French body in charge of promoting French film world-wide. IFCIC (1983) Institut pour le financement du cinéma et des industries culturelles underwrites risk and provides access to finance. CNC (1946) is the Centre national de la cinématographie, the principal national film body in France.


� Funding available to sales agents is available in two stages. In the first stage the qualifying criteria stipulate that the sales agent;


for 2001/04 was an appointed agent for eight recent European films, one of which must be non-national, and had the rights to sell in 10 member states of the MEDIA programme.


during this period have sold at least four of these films in at least three non-national Member States.


In the second stage, if (and only if) you have completed successfully the conditions set out for the first stage, an additional potential fund may be available, which will be calculated as a percentage of the potential fund generated by distributors in another MEDIA scheme – the automatic support for distributors. Stage 2 Regeneration money is only available for the promotion of non-national films.


� Support for exports is also available from European Film Promotion’s Sales Support Scheme, which receives funding from MEDIA


� Unlocking Potential: Business Incubation Facilities in London.


� This has been demonstrated to be beneficial particularly to ‘commercial’ British films.


� It is worth bearing in mind that successful UK sales agents Pathé and The Works were born as a result of the film franchises.


� Amongst the non-French international competitors Bavaria (Germany) and Trust (Holland) were sometimes cited. However both these companies enjoy a domination in their national sector incomparable to any single UK company in the UK sector.


� The UK Film Council is currently encouraging UK broadcasters to increase the number of UK films shown by UK broadcasters. 


� However UK sales agents did not maximise potential funding. The Team's consultations have revealed that in the past and in the present some UK sales agents were daunted by the level of administrative bureaucracy, involved in making an application.


� Unlike other funding schemes both the Super Slate Development Fund and the former Franchises fund are not funds which individual companies can simply apply to for support. The scheme is now closed to applicants and it remains unclear whether the scheme will run a second time.


� Public Funding for Film and Audiovisual Works in Europe – A Comparative Approach, European Audiovisual Observatory 2004


� Melanie Goodfellow, “The Great Divide,” Variety December 2003


� Midterm Evaluation of the MEDIA Plus and MEDIA Training Programmes, 2003


� Midterm Evaluation of the MEDIA Plus and MEDIA Training Programmes, 2003


� Public Funding for Film and Audiovisual Works in Europe – A Comparative Approach, European Audiovisual Observatory 2004


� Midterm Evaluation of the MEDIA Plus and MEDIA Training Programmes, 2003


� Creating a New Trade Association by Boleat Consulting (Trade Association Forum)


� Creating a New Trade Association by Boleat Consulting (Trade Association Forum)


� The “Population” excludes a trivial number of small companies. A decision was taken (through discussions with the Project Steering Group) to drop these companies from the analysis due to their low participation (and impact) on the Sector. 


�  http://www.bankofengland.co.uk/statistics/index.htm


� For the year ending 31st December 2005, annual average exchange rates were not available at the time of calculation. Financial data for this year has therefore been converted using an average of monthly rates Jan 05-Oct 05. 


� Certification is achieved by: 


	Qualifying as British under Schedule 1 to the Films Act 1985


	Qualifying under a bi-lateral co-production treaty


	Qualifying under the European Convention on Cinematographic Co-Production


� This information is available at http://europa.eu.int/comm/avpolicy/media/distr_en.html
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