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Foreword by João De Deus Pinheiro 
  
The European audiovisual industry is today undergoing extremely rapid and complex change. Many parameters converge in the process: the advent of innovative technologies, new market patterns, diversification of audiovisual products and the way they are consumed. 
  
The modernization and strengthening of the programme industry, with its immense cultural and economic value, must be based on correct perception and analysis of the state of play. In this context, every contribution to the transparency of the industry deserves to be met with gratitude and interest. Such is the case with this work completed by MEDIA Salles, an initiative of the European Union's MEDIA Programme. 
  
The "White Book of the European Exhibition Industry" is the fruit of research based on 1,500 exhibitors across Europe and represents a major contribution to improved understanding of this key area. Despite the significant developments in new media, the cinema remains a natural and preferential point of contact for film and audience. Cinema release is also a vital launching pad for continued exploitation of a film via other media. 
  
Several elements make up the current exhibition situation. Single cinemas are being replaced by multiplexes; independent exhibitors face stiff competition from major circuits; the geographical concentration of structures is increasingly intense. All this at a time when European films are fighting to hold on to a 24% market share on their home continent. The White Book looks at all these elements. 
  
As well as recording data, the authors of the study map out some interesting possible lines of intervention to strengthen the presence of European films in cinemas, one of our priority objectives. In this respect, they make a positive contribution to the debate provoked by the European Commission's Green Paper on the audiovisual sector and to raising awareness of professionals over the urgent need for action. 
  
Professor JOÃO DE DEUS PINHEIRO 
Member of the European Commission

Presentation 
  
While preparations are already under way for next year's centenary celebrations of the first public screening of a film, which took place on 28 December 1895, MEDIA Salles, the project addressing cinema theaters under the aegis of the European Union's MEDIA Programme with the support of the Italian Government, presents the White Book of the European Exhibition Industry, the first study specifically dedicated to the overall make-up of this essential part of the European audiovisual industry. 
  
Just as they have an essential, irreplaceable role to play as social centres and structures servicing the community, cinemas are also vital to the continued production of films, and therefore also of European films, as was recently highlighted by the Green Paper on the audiovisual industry published by the European Commission. This fundamental role relates to the still considerable share of receipts derived from the box-office and to the significance of the "importance of the screening in the cinema, where success can determine the fate of a production (the film must be seen in the cinema)". 
  
But what is the pattern of cinema exhibition in European countries today? What are the influences on the future of this form of entertainment and culture which in the first hundred years of its existence has become a crucial part of our individual and collective lives? What is the role played by cinemas in that special part of European industry, the audiovisual sector, where culture and business converge in fascinating, but far from conflict-free interaction? 
  
These are some of the questions that lead MEDIA Salles to include specific research on the topic in its programme of action. This has borne fruit in the shape of the European Cinema Yearbook and subsequently in that of the White Book. 
  
Performing in this fashion one of the tasks set at the moment of its institution by the Council of Ministers of the European Union, in the field of information on the cinema system, MEDIA Salles, with the European Cinema Yearbook, supplies an annually updated survey of key statistics on the industry. With the White Book, it now addresses the far more ambitious objective of providing an overview of the current state of European cinema exhibition, via an in-depth qualitative analysis, and of highlighting the phenomena shaping its future. 
  
The fulfilment of this objective, a priority purpose for the Executive Committee of MEDIA Salles, was made possible thanks to the knowhow of London Economics and BIPE Conseil, two highly qualified research institutes, which completed the survey that for the first time directly involved a large number of professionals in the industry, in concert with MEDIA Salles' member associations, representing cinema exhibitors at national and international level. 
  
With the aim of facilitating liaison between the researchers and the industry, MEDIA Salles set up a special task group. This kind of cooperation sets the White Book apart from other material on cinema operation, which all too often fails to reflect the problems faced by exhibitors. 
  
Although active in maintaining contacts between the research institutes and the actual operators of the European exhibition industry, MEDIA Salles gave absolute priority to the independent nature of the study. MEDIA Salles considered the impartiality of the researchers to be one of the essential conditions for drawing up the White Book. 
  
The researchers therefore were fully responsible for the content and approach of the White Book, while MEDIA Salles has set itself the task of stimulating comments and proposals from inside the industry, as also between the sector and public institutions at various levels. 
  
It may easily be imagined that not all the Book's observations and conclusions will meet with the same degree of agreement and approval; this in itself reflects the marked diversity of cinema exhibition from country to country, underscored precisely by the White Book. 
  
More specifically, the Research Committee notes that the econometric calculations in Volume 2 made by London Economics are based on data derived from a number of selected cinemas in the U.K. and have, therefore, no general significance. They also lead to conclusions that may seem obvious to insiders. The statements about different support measures in the Synthesis are apparently meant to be objective "pros and cons", which in itself deserves approval. However, in the case of the "pros and cons" regarding regulation of the release windows, which is a very important issue for the whole film industry, to the "pros" should have been added that these regulations are beneficial for film production because of their maximizing effect on total earnings from exploitation. On the other hand, the Research Committee judges the "cons", although objective, as being rather weak. 
  
The MEDIA Salles Research Committee hopes that the White Book will be used over the coming years both by the industry and by public authorities as a useful tool for defining policy and strategies and as a basis for further research. Finally, it is hoped that the White Book will give a more accurate and in-depth view of a set of subjects which until now have received only occasional and disjointed consideration. 
  
  

	Romano Fattorossi   
President of MEDIA Salles  
 
	Joachim Ph. Wolff   
Vice-President of MEDIA Salles  
Chairman of the Research Committee 


Preface 
  
The White Book of the European Exhibition Industry was commissioned by MEDIA Salles, an initiative of the MEDIA Programme of the European Union with the support of the Italian Government, and prepared by London Economics and BIPE Conseil. 
  
MEDIA Salles Cinema d'Europa 
  
MEDIA Salles Cinema d'Europa was set up by the MEDIA Programme at the beginning of 1992 to encourage cinema exhibition in Europe. It aims to promote the cinema as a service to local communities, and as a major means to disseminate film as well as a means to promulgate European films. Members of MEDIA Salles are the national and international associations representing the professionals of cinema exhibition in Europe. A full list of members is given at the end of each Volume of the White Book. 
  
The main areas of MEDIA Salles' activities are in Promotion, Information and Training. 
  
The White Book of the European Exhibition Industry is part of MEDIA Salles' information activity that began in 1992 with the publication of the European Cinema Yearbook, the most exhaustive collection ever available of essential information on the exhibition sector in Europe. 
  
The European Cinema Yearbook filled an information gap on the overall pattern of cinema exhibition in Europe, which was found to be one of the causes for the often mistaken assessment of the economic and social role played by the over 19,000 screens that constitute the European cinema system. 
  
It provides about 30 different types of information on each of the 19 West European countries examined: the 12 EU countries together with Austria, Finland, Hungary, Iceland, Norway, Sweden and Switzerland. 
  
Alongside figures on attendance, box office, average ticket price, the number and density of screens, the European Cinema Yearbook provides further information on such aspects as technical levels of screenings or taxation policies in the various countries, which give an accurate overview of the relative states of the cinema industry in general and exhibition in particular. 
  
The European Cinema Yearbook, which covers statistics since 1989, is published yearly and is distributed to professional operators, press sources and public institutions. 
  
Based on the quantitative data contained in the European Cinema Yearbook and on information collected on the field, the White Book of the European Exhibition Industry takes up where the Yearbook left off. Providing an in-depth analysis of cinema exhibition in Europe, the White Book highlights phenomena affecting the sector and outlines perspectives in years to come. 
  
Members of the MEDIA Salles Research Committee involved with the production of the White Book of the European Exhibition Industry are:       

J. Ph. Wolff (The Netherlands), chairman 
J. Rykaer (Denmark) 
W. D. von Verschuer (Germany) 
E. Brunella (General Secretary of MEDIA Salles)

  
For more information, please contact: 

Elisabetta Brunella 
MEDIA Salles 
Via Soperga, 2 
20127 Milan 
Italy 
Tel: (39 2) 6698 4405 
Fax: (39 2) 669 1574

  
London Economics 
  
Established in 1986, London Economics is Britain's leading independent economic consultancy. Its activities span the UK, Europe, Asia, Africa and Australia. Alongside extensive work in the organisation of utilities including energy policy, its portfolio embraces health, environment, media, competition policy and regulation. London Economics also provides macroeconomic advice. Its clients include international and government agencies, private and public corporations. It has played a key role in water and energy privatisation and regulation in the UK and internationally. 
  
Its work in the media sector includes extensive studies for the MEDIA Business School and other parts of the MEDIA Programme, research into employment in the film and television industries, into the supply of television programmes and the emergence of the television production market. It is involved in competition and regulation questions affecting the film, television and music industries. Work in telecommunications in Europe and the United States completes the media portfolio. 
  
London Economics brings together a team of 55 full-time staff covering the full range of economic techniques as well as numerous industry specialists. Its academic associates include many of the UK's leading economists. Senior management have backgrounds in industry, public policy, trade, finance and international agencies. 
  
For more information, please contact: 

Tom Hoehn or Jonathan Davis 
London Economics 
91 New Cavendish Street 
London W1M 7FS 
United Kingdom 
Tel: (44 71) 436 2991 
Fax: (44 71) 436 2638

 
BIPE Conseil 
  
Since 1958, BIPE Conseil is one of the leading European research and consulting groups. The 80 consultants at BIPE Conseil offer consulting and studies in various sectors: industry, telecommunications, environment, and also in cross sector specialisation, such as local development and human resources. 
  
In the communication sector, BIPE Conseil is, in France, the close partner of decision makers of the sector. The Communication Team developed analysis and forecasting for the French Government and strategy consulting for TV-broadcasters, producers, cable-operators, financiers, etc. 
  
For more information, please contact: 

Nathalie Coste-Cerdan or Marc Minon 
BIPE Conseil 
Axe Seine 21 
12, rue Rouget de Lisle 
92442 Issy-les-Moulineaux Cedex 
France 
Tel: (33 1) 46 62 33 00 
Fax: (33 1) 46 62 62 20 

Introduction 
  
This document presents the results of Part 1 of the study of the cinema exhibition industry in the European Union (EU). It was commissioned by MEDIA Salles, an initiative of the MEDIA Programme of the European Union with the support of the Italian Government, and undertaken by BIPE Conseil. The study includes the results of a field survey carried out by BIPE Conseil with the contribution from the Centre National de la Cinématographie. The document aims to describe the principal characteristics of the cinema exhibition sector in Europe: cinema ownership and concentration; relationships between the different players in the value chain; the provision of screens, in terms of location and technical standards; the position of art-house and experimental cinemas, and state intervention in the industry. It is therefore intended to complement the European Cinema Yearbook first produced by MEDIA Salles in 1992 than revised annually. The Yearbook provided the principal statistical information on Europe's screens. This report is the product of several research initiatives carried out jointly by BIPE Conseil and a team of national consultants(1): 
(1) The national consultants are listed in Annex 4 
  

· In each country, a survey was undertaken based on interviews with a sample of exhibitors and distributors as well as the public authorities. These national surveys enabled the collection of comprehensive information, summarised in the monographs appended to this report. 

· Thorough documentary research, complementing the information collected in the national surveys. 

· A questionnaire-based survey of a sample of screens was carried out in the spring of 1993 in each country. The survey had three objectives: 

· to collect empirical data on the sector which were unavailable from existing sources 

  

· to fill in gaps in the data relating to certain aspects of the exhibition industry in all the countries of the European Union, notably with regard to the technical characteristics of cinemas 

  

· to compare the conditions governing exhibition in relation to specific criteria, including location, circuits versus independents and screen size. 

More than 3,000 screens were surveyed by postal questionnaires, with a telephone "follow-up" in most cases. Nearly 1,000 questionnaires were completed and returned. Our sample represented 6 per cent of all screens in the EU - a respectable proportion for a survey of this kind. 

  
These different sources were brought together to produce as complete a picture as possible of the cinema exhibition industry in the European Union. 
  
Main Findings 
  
 The principal weaknesses of the European exhibition industry 

 The strong variations in national markets constitute a formidable obstacle to policy-making at the European level. These variations are particularly evident at the levels of: 

· the structure of the industry (density, types of cinema) 

· the position of the sector vis-à-vis the public authorities 

· the integration of the sector and the nature of the dominant players (national players, subsidiaries of the US majors, etc.). 

  The case of Greece, where the exhibition sector is almost dying, in the absence of any intervention by commercial players or the public authorities. 
 
 The recent trends in the market (the increasing importance of multiplexes, the internationalisation of companies active in exhibition) seem to favour the US communications groups, which may well be at the expense of the European players. This phenomenon seems imminent in the case of markets lacking strong national players and without any substantial State support. 
 
 At the European level, there is a weakening of the position of the less integrated players, particularly independent self-programming exhibitors. This weakening is accentuated by the absence of corporate structures which could bring independents together in consortia, and give them negotiating power with distributors and other players within the sector. 
 
 Programming strategies are not used as a way of differentiating individual cinemas or circuits. This phenomenon is encountered throughout Europe and, with the exception of the networks of Art and Experimental cinemas, there is no fundamental difference in approach between the independents and the circuits. This state of affairs seems difficult to avoid in a context where the distributors' control over cinema programming is very great. 
 
 The increasing marginalisation of the non-national European film at the European level in terms of admissions should also be noted. 
  
The strengths of the European exhibition industry 
 
 The existence of a handful of European players, who must work to maintain their national position and their expansion into the other European countries (the French circuits, Kinepolis Group, UFA, Lusomundo, Nordisk, etc.) and adapt their strategy to the new needs of the market (the creation of multiplexes, cinema modernisation, etc.) 
 
 A sector which is still well-catered for in terms of the number of screens, even in countries which have experienced a strong market contraction (like Italy). 
 
 A well-established tradition of industry organisations in the sector (numerous associations or specific agencies for the cinema were created after the Second World War) which provides a corporate or regulatory framework for an activity which otherwise is based on an economic model of an extremely competitive market. The existence of this administrative or associative framework provides the vehicles for creating a European strategy for the sector. 
 
 The good health of the Art and Experimental sector, which functions as a network of its own. Even if the fact that art-houses have become the main channel for European films is to be deplored, one notices that Europe still boasts one group of exhibitors that have suffered little from the contraction of admissions. In certain countries, this sector even shows a potential for growth. It is necessary to turn our attention to the notion of art-houses, to look to enlarge them, and to maintain a modern concept of the activity of these cinemas, which are often the guarantors of a choice of programming in exhibition which is becoming increasingly standardised. 
 
 The maintenance, at the European level, of a respectable share for national films in each country. 

1.1 Number of screens 
  
The current situation   
  
The exhibition sector in the 12 EU country comprised 16,621 screens in 1992. The 12 EU countries, with a population of 347 million, therefore had at their disposal less than two-thirds of the number of screens in the US: there are some 24,233 screens in the US serving a population of 249 million. These figures represent one screen per 20,900 head of population of Europe, against one screen per 9,900 in the United States, which illustrates the substantial decline in the installed base in Europe in the last twenty years. 
  
Obviously, there is considerable variation in capacity between the different countries. The average number of screens per EU country is 1,509 (see Figure 1 and Table 1). France and Germany have the largest number of screens, and between them account for nearly 50% of the total number. At the other extreme, the total capacity of Belgium, the Netherlands, Greece, Denmark, Portugal and Ireland added together accounts for about 12% of European screens - as compared with nearly 16% of the population. 
  
For the purpose of international comparison, however, density (number of screens per 100,000 population) is probably a more significant indicator than absolute values - See Figure 2 and Table 2. This indicator varies considerably - by a ratio of 1:4 - in the twelve EU countries: there are a little more than two screens per 100,000 head of population in Portugal, compared with 7.7 screens in France. France has at its disposal two and a half times the number of screens that the UK has, even though the two countries have comparable populations and admissions levels. We will see that the reason for this variation lies with the provision of cinemas in communities with less than 20,000 population. But even with its level of cinema provision, France is still short of the US population-per-screen. 
  
Amongst the many factors which explain these differences, two are probably particularly important: 

 the differences in the number of visits per year per head of population, which are themselves influenced by numerous factors: some environmental, like population shifts, the development of alternative methods of viewing feature films, films on offer, means of film promotion, the social function of cinema-going, the amount of competition, etc; others appertaining to better management of cinemas by exhibitors: modernisation of screens, ticket prices, how well the cinemas present themselves and the quality of ancillary services provided (e.g. refreshments, parking, and programming). The close relationship of these supply indicators with the frequency of cinema-going (Figure 3) shows that, with two exceptions, the group of countries with the highest density of installed sites is broadly the same as the group with the highest number of visits per year per inhabitant; on the other hand, the countries which have a lower density of sites have much lower levels of cinema-going. Two countries do not conform to this tendency: they are at the two extremes - the UK, where sites are high-yield, and France, which where the inverse applies, and the industry is relatively over-supplied with cinemas. It should be noted that there exists a strong correlation between the density of population and the density of screens in the EU (greater than 0.85). This explains why the Netherlands, in particular, have one of the lowest screen densities in Europe.
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	 Table 1 Installed base by country, 1992

	Country
	Number of screens, 1992
	% of screens per country 

	Belgium
	431
	2.6

	Denmark
	315
	1.9

	France
	4,402
	26.5

	Germany
	3,630
	22.0

	Greece
	405
	2.4

	Ireland
	189
	1.1

	Italy
	3,020
	18.1

	Netherlands
	416
	2.5

	Portugal
	232
	1.4

	Spain
	1,807
	10.8

	UK
	1,757
	10.6

	Total
	16,604 (1)
	100.0

	(1) Total cinemas in EU, including Luxembourg: 16,621  
Source: MEDIA Salles
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	 Table 2: Density of installed base, 1992

	Country
	Number of screens per 100,000 head of population

	Belgium
	4.3

	Denmark
	6.1

	France
	7.7

	Germany (1)
	4.5

	Greece
	3.9

	Ireland
	5.3

	Italy
	5.2

	Netherlands
	2.7

	Portugal
	2.4

	Spain
	4.6

	UK
	3.0

	European Average
	4.8

	(1) 5.2 for West Germany only  
Source: MEDIA Salles/BIPE Conseil 


  

  
 

 public intervention to help maintain cinemas in areas of low-density population. These political subsidies are provided either by national or local government agencies. The State intervenes by offering aids to investment, help with running costs and subsidies for additional prints in France, Germany and Denmark. To be precise, the total aid in the case of France - or more accurately the re-distribution of box office receipts - represents on average more than 5% of exhibitors' revenues. Lower-tier public authorities (regional and local government) apply their efforts to providing premises for exhibitors and giving them grants. 

 

These different factors give us a map of the European Union with stark contrasts in terms of screen density. Obviously they have repercussions on public perceptions, and on the public's use of cinemas: either as a local service to enliven even the smallest communities, or as an urban leisure pursuit, generally limited to the big population centres. 
  

  
Trends 
  
Taking both these models into account, exhibition throughout the EU has experienced the same drastic reduction in capacity: in 32 years, the EU exhibition industry has lost over 40% of its screens (see Table 3). By contrast, the US has experienced continuous growth since the beginning of the 1970s - with a growth rate of nearly 300% in 20 years. Dwindling European capacity is linked to falling attendance, which we shall see has been particularly marked over the period. The situation seemed to be improving in the mid 1980s: from 1985-1992, there was a net decrease (closures minus openings) in the number of screens of only 9%; this contrasts with 18% in the previous five years. 
  
Several factors combine to explain the slowing down in the rate of cinema closures in the last five years: the opening of multiplexes, with 8 screens or more, has had a positive effect on capacity in several countries, particularly in outer-cities (the UK, Ireland and Belgium). In many cases, the advent of the multiplex has been accompanied by a resurgence of cinema-going in the cinema's catchment area, which in turn has given the older establishments an incentive to modernise, and, in certain cases, to increase their capacity. This is particularly the case in the UK. 
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1.2 Numbers of admissions   
  
Total number of admissions 
  
In 1992, the total number of admissions in EU cinemas was around 560 million. Numbers of admissions vary less than the number of screens from one country to another. In Greece, people certainly go less often to the cinema than they do in Ireland, but the difference is only moderate: Greeks go about once a year while the Irish go a little less than two-and-a-half times a year (see Figure 5), and the weighted average is a little more than one and a half times-a-year. This is substantially less, however, than in the US, where people go to the cinema on average almost four times a year (964 million admissions for 249 million people), and this in a market where VCRs are in 75% of homes. 
  
Looking at the average, the fall in number of admissions is now stabilising: the average number of admissions in the whole of the EU has only dropped 4% in the last five years, whereas from 1980 to 1992, it fell overall by 38%. But this convergence towards two visits-a-year per inhabitant is the result of greatly contrasting shifts in demand: countries are clearly divided into two groups, as Figure 6 and Table 3 show: 

 the countries which have demonstrated an increase in numbers of visits, or a slowing down in the fall in numbers of visits. In the case of both the UK and Ireland, the overall trend is one of increase. In Belgium and Germany it is more accurate to talk of a slowing down in the fall, and the explanatory factors are different: without doubt, in Germany and Belgium admissions have reached their nadir; the rapid development of multiplexes has halted the fall in numbers of admissions. 
 
 the countries in which one observes, in contrast, a continued fall in the number of admissions: Italy and Spain. In Italy, notwithstanding sizable investments in the sector, multiplexes have not yet developed; Spain has suffered from an inadequate level of modernisation in the last five years. France is a case apart: it has seen a fall of 5% in total admissions in the last five years. Everything indicates that there is a time lag between changes in France and those in other European countries. In fact, during the 1970s, the number of admissions was saved from falling by the creation of multi-screens and by the maintenance of national film production, then, during the 1980s, admission levels suffered from the increased prevalence of satellite television and feature films being available on video, and the maintenance of the sector is now mainly due to the involvement by the public authorities in the running of the less-favoured parts of the sector. However, in several countries (France, Netherlands), the year 1993 saw a significant increase in the number of admissions.
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	Table 3: Changes in numbers of admissions and screens since 1960, by country.

	 
	No. of admissions 1960-1992
	No. of admissions
1980-1992
	No. of admissions, 1985-1992
	No. of screens
1960-1992
	No. of screens, 1980-1992
	No. of screens, 1985-1992

	Belgium
	-79%
	-20%
	-7%
	-74%
	-22%
	-11%

	Denmark
	-80%
	-46%
	-23%
	-31%
	-33%
	-26%

	France
	-67%
	-34%
	-34%
	-23%
	-2%
	-14%

	Germany (1)
	-85%
	-35%
	-10%
	-53%
	-5%
	5%

	Greece
	-96%
	-45%
	-12%
	 
	-42%
	-10%

	Ireland
	-81%
	-17%
	74%
	-31%
	16%
	40%

	Italy
	 
	-64%
	-28%
	 
	-64%
	-38%

	Netherlands
	-74%
	-47%
	-10%
	-24%
	-18%
	-10%

	Portugal
	 
	-60%
	 
	 
	-47%
	-29%

	Spain
	 
	-52%
	-24%
	 
	-56%
	-42%

	UK
	-79%
	0%
	44%
	-42%
	10%
	38%

	Average (2)
	-80%
	-38%
	-3%
	-40%
	-24%
	-9%

	(1) Excluding East Germany  
(2)Unweighted average  
Source: MEDIA Salles/BIPE Conseil


  

Rate of capacity utilisation: average admissions per seat 
  
In order to gain a picture of what is happening to the provision of screens and to admissions, comparisons can be made for capacity utilisation, expressed in terms of the number of admissions per seat, which show that, here as well, there is a considerable diversity in exhibitors' fortunes in different parts of the European Union (see Figure 7 and Table 4). The rate of admissions-per-seat varies at the two extremes from 3.8 per week in the UK to 1.79 per week in Greece, which is a ratio of 2.1:1. This of course points to the wide diversity in relative profitability of the exhibition industry in the different countries of the European Union. 
  
Contrary to all expectations, a few larger countries have capacity utilisation rates which are lower than the European average: 

 Germany and France, where, as we have emphasized, part of the sector owes its survival to an active policy of subsidising the exhibition industry, and regional development by local or national governments. Even where the sector has been modernised, as in France during the 1970s with the creation of multi-screen cinemas, and in Germany more recently with the creation of multiplexes, the sector still includes cinemas which have a very low number of admissions. It is worth noting that although a screen in Paris might attract on average 80,000 spectators a year, a screen in a town with a population of 200,000 and over will only attract 47,000 spectators on average, and a screen in a rural area (with a population of less than 20,000) will operate with an average of 10,000 admissions. Capacity utilisation rates in France suffer, therefore, from the high screen density. 
 

The four southern European countries have relatively similar rates of capacity utilisation: 

 Portugal, which has the highest rate (because of the recent closure of numerous cinemas which has not translated into a fall in admissions). 
  
 Spain, which paradoxically has an important exhibition sector, and a relatively high number of annual admissions per head of population, but whose capacity utilisation rate is one of the lowest in the EU, is characterised by a large number of screens with large seating capacity. The average number of seats per screen was 498 in 1992, compared to 221 in France and 200 in Germany. 
  
 Italy and Greece, where the single screen cinemas represent the large majority. 
 

Conversely, as we shall see, Ireland, the UK and Belgium illustrate the favourable impact which multiplexes with more than 8 screens have exerted on admission rates in the densely populated areas (complexes with 10 - 15 screens in highly-populated urban areas, and, outside the main cities, increased advertising of film releases, with its favourable impact on total admissions, and its knock-on effect encouraging the modernisation of other cinemas, etc.). The Kinepolis complex in Brussels has one of the best capacity utilisation rates in Europe, with eight admissions per week per seat. Denmark's position is also worth mentioning, and seems to be based on cinemas being confined to the big population centres. 
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	 Table 4: Number of admissions and capacity utilisation rate (weekly admissions per seat in 1992), by country 

	Country
	Number of seats (1992)
('000)
	Number of admissions per year (Millions)
	Number of admissions per week per seat

	Belgium
	101
	16.5
	3.1

	Denmark
	52
	8.6
	3.2

	France
	972
	115.9
	2.3

	Germany
	725
	105.9
	2.8

	Greece
	100
	9.3
	1.8

	Ireland
	43
	7.9
	3.5

	Italy
	902
	83.6
	1.8

	Netherlands
	95
	13.7
	2.8

	Portugal
	96
	11.8
	2.3

	Spain
	900
	83.3
	1.8

	UK
	520
	103.6
	3.8

	Total
	4,506 (1)
	560.1 (1)
	 

	Average(2)
	 
	 
	2.4

	(1) Total number of seats, including Luxembourg: 4,509  
     Total number of admissions, including Luxembourg: 560.7  
(2) Weighted Average  
Source: MEDIA Salles/BIPE Conseil 


  

These factors are confirmed by the quantitative survey, which places the average admission rate per seat per week at around 3, which is an average occupancy rate of about 15% per seat (see Table 5). 
  
Conclusions 
  
On the basis of these two criteria - density of screens and capacity utilisation - it is possible at a macroscopic level to classify countries into four groups: 

  

 Weighted average: 5.24 cinemas/100,000 head of population
  
  

	1992
	Density greater than the EU average
	Density less than or equal to the EU average
 
	Weighted average: 2.40 weekly admissions/seat

	Admissions rate greater than European average
	Ireland 

Denmark
	UK 

Belgium 

The Netherlands
	

	Admissions rate less than or equal to the European average
	Italy 

France 

West Germany 
	Portugal 

Greece 

Germany (E & W) 

Spain
	


  

  

Two main typologies of the cinema exhibition industry in the European Union suggest themselves: 

 the intensive typology, represented by the UK, Belgium and the Netherlands, where the recovery of the sector has been in response to market forces of the last twenty years, accompanied by an active policy of modernisation, which has caused the admissions rates of cinemas to rise. 

 an extensive typology, represented by Italy, France and (West) Germany, where cinema density is still high, and capacity utilisation rates are comparatively and relatively low. These countries are characterised by the continuance of cinemas serving small populations, sustained by local or national government, because cinema in the wider sense, including film production, is seen as a vital part of the national identity. The cinema here is often still seen as the central point of the film industry. It is worth emphasizing the relatively weak role of circuits in several of these countries.

 

Is European film going to be swallowed without trace by the liberal model proposed by the US majors, which can be seen particularly in Britain? We hope to bring together factors which answer that question in the last chapter. 

   

	 Table 5: Distribution of EU screens by capacity utilisation per week (1992)

	Less than one admission per seat
	34.7%

	1 to 2.99 admissions per seat
	31.3%

	3 to 4.99 admissions per seat
	14.9%

	5 to 9.99 admissions per seat
	12.0%

	More than 10 admissions per seat
	7.1%

	Source: MEDIA Salles/BIPE Conseil 


  

1.3 Geographical distribution and data on screens 
  
Screen provision by population area 
  
The relative depopulation of the countryside, the fall in the number of admissions and the mounting costs of exhibition create increasing problems in ensuring the profitability of cinemas in areas of low population. The last ten years have therefore been marked by closures of cinemas situated in areas where the number of potential spectators is no longer sufficient to cover a cinema's running costs; the number of closures varies from country to country. 
  
By contrast, the shift of multiplexes (8 screens or more) to the outskirts of the major towns has impelled a trend in the opposite direction: some of the new cinemas have located at the edge of population centres, often in smaller communities, which statistically inflates the contribution of middle-sized population areas, even where they form part of the catchment areas of large conurbations. 
  
Although countries like France, Germany and the Netherlands have a relatively even spread of cinemas (in France, for example, cinemas located in towns with populations under 20,000 represent 40% of the sector, although these account for 20% of the population), in many other countries there is a concentration of cinemas in the main cities, with populations generally above 250,000. This is the case for Portugal, where cinemas are mostly concentrated in Lisbon and Oporto; for Denmark, where exhibition is concentrated in Copenhagen, Odense, Aarhus, Alborg and Horsen. It is even true of Belgium, where less than 15% of screens serve 20,000 head of population or less, and of Greece, where 68% of screens are located in Athens. 
  
In seven out of the twelve countries, the shift of screens to the densely populated areas is very clear. In several countries, the capital compares strongly with elsewhere, accounting for 35-50% of the number of screens (particularly Greece, Portugal, Denmark and Belgium). It is only in countries where the economy is decentralised (like Germany and the Netherlands) or where public authorities have adopted an altruistic policy of maintaining the sector in the rural areas (like in France) that the geographical distribution is different (see Figures No 8 and 9). 
  
The information gathered about admission rates and the generally-observed trend of small communities and rural areas losing their screens, would suggest that this movement will continue in the next ten years, unless the authorities choose to intervene. 
  
The other interesting issue thrown up by the study is the location of screens within the big cities. By and large, all the screens in the big cities are in the city centre (80% of them); even the weight of the multiplexes with more than 8 screens is not sufficient to compensate for this traditional dominance of town-centre cinemas (see Figure 10). 
  
The survey also showed that the majority of single-screen cinemas have catchment areas of less than 100,000 (see Table 6). At the other extreme, every multiplex with more than 8 screens has a catchment area of more than 250,000 population. In countries where there are few large conurbations, the potential for development of multiplexes with more than eight screens is limited: this is the case in Ireland (no city, with the exception of Dublin, has a population of 250,000 or more), and in Greece and Portugal (with two urban areas each with over 250,000 population). If one accepts that the multiplexes are the most dynamic component of the exhibition industry, it follows that these countries will face an increasing geographical concentration of screens in particular areas; for the rest of the country, an increasing "desertification" is likely. 
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Analysis of admissions by geographical area 
  
Numerous indicators show how, as one might expect, the larger the catchment area (in terms of population), the healthier the exhibition sector (in terms of number of screens per cinema, modernisation, capacity utilisation, number of weeks of opening, etc.). However, the capacity utilisation rates vary considerably for cinemas situated in areas with more than 100,000 head of population: the quantitative survey showed that they ranged between 3.4 and 5.8 admissions per seat per week (see Table 7). 
  
In the course of the analysis, it also became evident that the type of area was just as important in determining the nature of programming for the cinemas: it was the middle-sized towns which suffered most from a lack of programming variety (in terms of the numbers of films per cinema and the nationality of films). The cinemas situated in the less-populated areas were those which showed the greatest number of national films, including a selection of experimental and art-house films, probably as a result of government intervention, as the small towns have municipal cinemas. 
  
   

	 Table 6: Distribution of types of screen, in relation to the population of area served

	Population:
	0-100,000 
	100-250,000 
	250,000-1 million 
	more than 1 million 

	Single screen cinemas
	52.3%
	13.3%
	8.4%
	26.0%

	2 screens
	54.1%
	13.6%
	10.3%
	22.0%

	3 - 5 screens
	46.5%
	26.6%
	13.1%
	13.7%

	6 - 7 screens
	11.2%
	45.5%
	16.4%
	26.9%

	More than 8 screens
	0.%
	5.3%
	53.3%
	41.4%

	Source: MEDIA Salles/BIPE Conseil


  

  
  

	 Table 7: Rate of seat occupancy in relation to the population of area served (Number of admissions per seat per week)

	Population:
	Less than 25,000
	25,000 to 50,000
	50,000 to 100,000 
	100,000 to 250,000
	250,000 to 1 million 
	More than 1 million
	Overall Average

	(Average) number of admissions per seat per week
	 

1.81
	 

1.88
	 

1.84
	 

3.40
	 

5.77
	 

4.09
	 

2.42

	Source: MEDIA Salles/BIPE Conseil


  
  

1.4 Distribution of screens by size of cinema complex 
  
Multiscreening in Europe came about as a result of a change in the film industry: risk-spreading over several screens and the possibility of varying screen size over a film's run made it possible to improve profitability in a declining market. The motives for this strategy were not only management of risk and better roll-out of products, but also for commercial reasons: the strategy sought to improve the quality of service offered to customers (comfortable seating, improvements in sound quality, foyers etc.). 
  
However, it must be emphasized that the creation of multi-screen cinemas occurred at different stages in the life cycle of the exhibition sector in different EU countries. The three French circuits initiated the trend, at the beginning of the 1970s; this helped France to maintain numbers of admissions longer than other EU countries. In the middle of the 1980s, the baton was taken up by multiplexes (cinemas with more than eight screens) driven by national capital in Belgium (the Bert family opened the first multiplex in 1975) and by the US majors (trailblazed by independent, AMC) in the UK. The EU market became a strategic target for the majors, with integrated groups like UCI and Warner seeking to establish themselves. It needs to be emphasised that the concept of multiplex which prevails in Belgium (24 screens in the Kinepolis complex) is very different to that in the UK (where there are around 8-15 screens per establishment). Multiplex building has only been marginal in most countries; Spain has kept cinemas with more than 1,000 seats or more in the provinces, and Italy, although a process of renovation has taken place, is still characterized by 1-2 screen cinemas (see Figures 12a and 12b). 
  
Looking at the different situation in different countries, it is evident that the centre of gravity of exhibition in the EU is still the single-screen cinema (see Figure 11 and Table 8): these still accounted for nearly half the total of installed sites in 1992. The intermediate complexes, with 3 to 5 screens, constitute about a quarter of the EU total. It is worth noting that the complexes with more than 6 screens make up 11% of the current total by mathematical average, and 9% when the average is weighted by the importance of each country in the overall EU context. 

  
  

	 Table 8 Breakdown of screens by type of cinema and by country (%)

	Number of Screens
	Single
	2
	3-5
	6-7
	8 or more

	Belgium
	17.4
	11.6
	36.0
	10.4
	24.6

	Denmark
	33.3
	21.0
	36.5
	3.8
	5.4

	France
	32.3
	13.4
	35.8
	13.5
	5.0

	Germany
	32.4
	20.0
	36.0
	7.0
	4.6

	Greece
	99.5
	0.5
	-
	-
	-

	Ireland
	16.9
	25.4
	37.6
	3.2
	16.9

	Italy
	97.6
	1.3
	0.5
	0.3
	0.3

	Netherlands
	13.2
	21.6
	60.4
	4.8
	0.0

	Portugal
	68.5
	10.3
	13.4
	7.8
	0.0

	Spain
	57.7
	8.0
	23.7
	6.9
	3.7

	UK
	18.7
	12.3
	33.3
	11.2
	24.5

	Source: MEDIA Salles


  

The barriers to entry raised by the strategy of creating multi-screen cinemas has undeniably given the circuits an edge over the independent exhibitors, especially in countries where there are two or more major players in competition with one another. Table 9 shows how the number screens in multi-screen cinemas is much greater for cinemas belonging to circuits than for independents and publicly-funded cinemas. 

  

	 Table 9: Number of screens in cinema according to ownership

	No. of screens in cinema 
	 
Single 
	 
2
	 
3-5 
	 
6-7
	 
8 or more 

	Cinemas belonging to a circuit
	37.6%
	8.8%
	30.8%
	9.1%
	13.8%

	Cinemas belonging to an independent
	 

59.1%
	 

12.8%
	 

25.1%
	 

2.6%
	 

0.3%

	Cinemas belonging to the public authorities or to a non profit-maximising organisation
	 

63.9%
	 

21.3%
	 

4.1%
	 

-
	 

-

	Source: MEDIA Salles/BIPE Conseil
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2  Integration of Exhibition in the European Union 
  
 2.1 Horizontal integration 
  
The integration of the sector 
  
The degree of integration of the cinema exhibition industry can be measured by reference to the numbers of screens controlled by the three most important operators in each country as a percentage of the total number of screens in a country (see Table 10). 
  
Cinema exhibition in the EU described in this way shows considerable uniformity. Three tendencies emerge: 

 at one end, the United Kingdom and Ireland, where the top three companies control over 50% of the sector 

 

 at the other end, the three countries in southern Europe (Italy, Spain and Greece) where the sector remains fragmented: ownership of cinemas is very dispersed, the development of national circuits is very limited, and the three main operators control less than 10% of the sector 

 

 Between the two extremes, the other European countries, where the leading exhibitors own between 11 and 35% of the number of screens; Portugal and the Netherlands have the highest level of concentration amongst these.

On an unweighted basis, the three main players in each country control about 28% of the national market; if we weight that average to reflect the relative sizes of the national markets, the figure is 18%. However, the percentage of independently-programmed screens is around 60% (thus, a little less than 10,000 screens throughout the EU), a similar figure to the US, where 50-60% of screens are in the hands of local companies of independents, and where the number of independent single-screen cinemas is estimated at 5,000-6,000. 
  
  

	 Table 10a: Horizontal integration in exhibition (1992) - Number of screens controlled 

	 
	Belgium
	Denmark
	France
	Germany
	Greece

	Main player
	Bert-Claeys (3) 
	Nordisk Films/MGM 
	UGC
	Riech
	Assos Odeon 

	Number of cinemas
	8
	8
	 
	 
	 

	Number of screens 
	72 (16.7%)  
	41 (13%) 
	231 (5.2%)  
	420 (11.5%)  
	14

	Number of admissions
	6,550,000  
	3,000,000  
	17,100,000  
	 
	 

	Market share of admissions
	40%
	34.5%
	14.8%
	(15%) (e)
	 

	Player II 
	UGC
	Dagmar Scala
	Gaumont
	Flebbe 
	Spentzos

	Number of cinemas
	3
	2
	 
	 
	 

	Number of screens 
	29 (6.7%)  
	9 (2.8%)  
	193 (4.3%)  
	130 (3.6%)  
	 

	Number of admissions 
	2,050,000  
	847,000  
	13,213,000  
	 
	 

	Market share of admissions
	12.5%
	9.5%
	11.4%
	(7%)
	 

	Player III
	Heylen (2)
	Grand Teatret 
	Pathé 
	UCI 
	 

	Number of cinemas 
	10  
	1 
	 
	 
	 

	Number of screens 
	25 (5.8%)  
	6 (1.9%)  
	93 (2.1%)  
	42 (1.2%)  
	 

	Number of admissions 
	1,200,000
	367,000  
	8,460,000  
	3,600,000  
	 

	Market share of admissions
	7.5%
	4.5%
	7.3%
	3% (1)
	 

	Total for 3 Main Players   

Number of cinemas
	21 
	11  
	 
	 
	 

	Number of screens
	126 (29.2%)  
	56 (17.7%)  
	517 (11.7%)
	592 (16.3%)  
	(10%) (e)  

	Number of admissions
	9,800,000  
	4,214,000  
	38,773,000  
	 
	 

	Market share of admissions
	60%
	48.5%
	33.5%
	25%
	(20%) (e)

	(1) Box office receipts   
(2) The Heylen network went into liquidation in September 1993. Since then, the third biggest Belgian network is Hanne (with 22 screens)   
(3) The Bert-Claeys network opened a new multiplex at the end of 1993 "Metropolis" in Antwerpen.   
   
Source: MEDIA Salles/BIPE Conseil


  

	 Table 10b: Horizontal integration in exhibition (1992) - Number of screens controlled 

	 
	Ireland
	Italy
	Netherlands
	Portugal
	Spain
	UK

	Main player  
	Ward Anderson
	Cinema Cinque
	MGM 
	Lusomundo  
	Cinesa (UCI)
	MGM Cinemas 

	Number of cinemas 
	29 
	22   
	 
	 
	25
	128  

	Number of screens
	80 (42%)  
	43 (1.4%)  
	66 (15.8%) 
	58 (25%)  
	73 (4.0%)  
	414 (23.6%)  

	Number of admissions
	3,736,000  
	2,791,400  
	 
	5,500,000 (e)
	8,000,000  
	29,900,000  

	Market share of admissions
	47.5%
	3.3%
	26% 
	55%
	10%
	28.9%

	Player II  
	UCI 
	Safin  
	Jogchem's Theatres 
	Castelo Lopes 
	Empresa Balana  
	Odeon Cinemas 

	Number of cinemas 
	2
	 
	 
	 
	12
	72

	Number of screens 
	22 (11.6%)  
	30 (1%)  
	46 (11.1%)  
	14 (6.0%) 
	30 (1.7%)
	306 (17.4%)  

	Number of admissions 
	1,750,000  
	 
	 
	 
	4,000,000 
	21,600,000  

	Market share of admissions
	22%
	 
	10%
	10%
	5%
	20.8%

	Player III 
	MGM Aldephi Carlton  
	 
	Wolff  
	Atalanta 
	Bautista Soler 
	UCI 

	Number of cinemas 
	2  
	 
	 
	 
	15 
	24  

	Number of screens 
	8 (4.2%)  
	 
	27 (6.5%)  
	16 (7.0%)
	23 (1.3%)  
	213 (12.1%) 

	Number of admissions  
	840,000
	 
	 
	 
	3,000,000  
	17,800,000 

	Market share of admissions
	10.5%
	 
	9.5%
	5% (e)
	3.75%
	17.2%

	Total top 3 players  
	   
	(2 players)
	   
	 
	 
	 

	Number of cinemas  
	33
	52  
	 
	 
	52 
	224

	Number of screens  
	110 (58%) 
	73 (2.4%)  
	139 (33.4%) 
	88 (38%)  
	126 (7%)  
	933 (53.1%) 

	Number of admissions  
	6,326,000  
	 
	 
	 
	15,000,000 
	69,300,000  

	Market share of admissions
	80%
	5%(e)
	45.5% 
	70%
	18.7%
	66.9%

	Source: MEDIA Salles/BIPE Conseil


  

Integration of the sector in terms of admissions 
  
The degree of integration can, however, also be measured by the market share (in terms of the numbers of admissions) of the three main players in each country (see Table 11). 

 The extent of integration of exhibition in the various national markets is, based on share of admissions, very high, as the three main players' (unweighted) average share of their national market was about 48% in 1992. The weighted average was 34%. 
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 By contrast, looking at the EU market as a whole, the degree of integration is low. The five main players in the EU control 14-18% of recorded admissions in the ten countries studied. So exhibition is still fragmented and compartmentalized at an EU-wide level, in the hands of different companies in each country. 

 The degree of integration of the market is also very variable: ranging from 10% (Italy) to 80% (Ireland). This variation suggests that defining a common, coherent and relevant regulatory regime for the whole of the European Community will prove difficult. 

 The countries where the highest degree of integration occurs are mostly the smaller ones. Here one company, or a group of companies, tends to control nearly all the market (in terms of admissions): this is the case in Ireland, with Ward Anderson, Belgium with the Bert-Clays group, and Portugal with Lusomundo. In these three cases, the companies concerned are all nationally-owned and controlled. In the United Kingdom, there is also a high degree of horizontal integration. But the structure of the industry there is different: the market is obviously substantially larger than that of the countries mentioned above; it is also by nature more oligopolistic, as the proportion of the market controlled by the main player does not exceed 30%; the major players are also North-American companies or their subsidiaries(2). 
The Netherlands' industry also belongs to this group of highly-integrated countries, as a fourth player, Minerva, closely follows Wolff; it controls 9% of the market. The four main players between them account for 73% of admissions (including programmed cinemas). 

 The degree of integration is lower in Denmark and France, where the proportion of the market by admissions controlled by the three main players is 30-50%. Netherlands and Denmark are characterised by the power of MGM's cinemas (a 50/50% joint-venture with Nordisk in Denmark), however in France the three main circuits are national players. 

 In Germany and Spain, the market is more fragmented, and the three main players account for less than one third of admissions. The degree of integration is at its lowest in Italy, as, apart from Cinema Cinque, the rest of the sector was dominated by regional companies until 1992. The founding, in 1993, of a new cinema network by Cecchi Gori has to be taken into account, but has not, as yet, fundamentally altered the situation. Moreover, the big international players (particularly UCI and Warner) are now taking an active interest in Italy. It is worth noting in this context that these three countries - Germany, Spain and Italy - are countries where regional factors are very strong, a fact which undoubtedly creates a powerful obstacle to the creation of national networks within the exhibition sector. These countries constitute the majority of the "extensive pole" of the exhibition industry as defined above. 

 If their contribution is measured by admissions rather than numbers of screens, then the part played by the market leaders is mostly larger, as Figure 14 shows: there is a marked "leader-effect" which is by no means confined to exhibition, but which, in exhibition, is derived chiefly from the fact that the screens of the main players are almost invariably in the best locations. This "leader-effect" is also linked to the nature of programming of the circuits, as the "leader" can benefit, in terms of advertising, choice of films and cinema quality, to a greater extent than the rest of the sector. 

 The difference between screen share and admissions share is not uniform across countries. It is particularly high in Belgium, Portugal and Denmark; this is partly because the three main players' numbers of admissions and the number of weekly admissions per seat are both higher there than elsewhere. By contrast, the difference is more moderate in the UK and Ireland, which reflects the fact that the big networks there (MGM and Odeon in the UK, Ward Anderson in Ireland) have a mixed bag of cinemas: certainly, some of these are modern and profitable, but there are also some old cinemas of which it is difficult to dispose.
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	 Table 11: Horizontal integration in each country

	 
	% of screens controlled by the three main players
	% of total admissions accounted for by the three main players

	Belgium
	29.0%
	60.0%

	Denmark
	18.0%
	49.0%

	France
	12.0%
	33.5%

	Germany
	16.0%
	25.0%

	Greece(e)
	10.0%
	20.0%

	Ireland
	58.0%
	80.0%

	Italy (e)
	3.0%
	10.0%

	Netherlands
	34.0%
	45.5%

	Portugal
	38.0%
	70.0%

	Spain
	7.0%
	19.0%

	U.K.
	53.0%
	67.0%

	Unweighted Average
	28.0%
	48.0%

	Weighted Average
	18.0%
	34.0%

	Source: MEDIA Salles/BIPE Conseil


  

The circuits and joint-programming arrangements 
  
The arrangements for programming screens allows us to create another indicator to measure integration. In order to increase their bargaining power vis-à-vis the distributors, exhibitors effectively band together to form groups or programming collaborations. 
  
Cinemas can be classified into four main categories: 

 Cinemas owned by a circuit ("belonging to a circuit") 

 Cinemas which are not owned by a circuit, but which are programmed by a circuit or a group ("affiliated to a circuit or a programming group"); the group is a legal entity, distinct from the cinemas which belong to it. 

 Cinemas which are not owned by a circuit, but are part of a programming agreement ("sharing programming arrangements"); this is a more flexible arrangement, where there is no legal entity formed. These arrangements can cover cinemas which are more or less geographically widespread. 

 Cinemas which are independent and responsible for their own programming. 
 
 The Circuits 
  
Alongside the principal national circuits, whose significance we have already considered in the previous section, there are also regional circuits in several of EU countries, whose activities are limited to a town, a district, a province, a region, or a "Land"; this is the case in Ireland (32% of admissions), Belgium (29% of admissions, with UGC particularly, whose activities are restricted to Brussels), Denmark (7.5% of admissions), Italy (5%), Germany (5%), France (5%) and Spain (4.3%). 
  
 Programming groups 
  
Programming groups are both most numerous and most powerful in France. For the most part, they operate nationally. About 412 screens are affiliated to at least one of the three national groups. In only four other countries, notably the three southern European countries, do programming groups operate, and they play a less significant part: Italy, where about 250 cinemas are managed by Cinema Cinque, Spain, where the Cinesa group brings together about 40 affiliated cinemas, and the Netherlands, where 73 screens, some 18%, have an agreement with at least one of the four circuits. 
  
 Programming alliances 
  
France is also the country where voluntary associations of independent cinemas are most developed (there are 30 regional alliances). In Spain, 48 cinemas are affiliated to the ACEC. In the rest of Europe, programming alliances are either forbidden, as in the UK, or play only a minor part. 
  

	 Table 12a: Circuits and programming agreements (1992)

	Circuit, group or alliance
	Relevant markets
	Belgium
	Denmark
	France
	Germany
	Greece

	Principal circuits   
(screens owned)
	National
	Bert-Claeys   
72   
  
40%
	MGM/Nordisk   
41
	UGC         231 (14.8%)   
Gaumont 193 (11.4%)   
Pathé         93 (7.3%)   
                   33.5%
	Riech   

420   
10-15%
	Assos   

14

	(Principal circuits, number of  
screens owned, share of  
admissions)
	Regional
	UGC           29 (13%)  
Heylen (1)  25 (7%)  
Hanne        22 (5%)  
Rastelli       16 (3%)  
Drieghe      16 (3%)  
Hemelaer    15 (3%)  
34%
	Dagmar }   
Warner } 9 (9.5%)   
Scala }
	Soredic   
Davoine  
Raymond   
Other 
	Flebbe   

130   
  
7%
	 

	Principal circuits or groups   
(screens affiliated)
	National
	 
	MGM Nordisk    
  
15
	 
	 
	 

	(number of screens affiliated,  
share of admissions)
	Regional
	 
	 
	 
	 
	 

	Principal alliances;
	National
	 
	 
	 
	 
	 

	(Principal alliances,  
number of screens;   
members' share of admissions)
	Regional
	 
	 
	 
	 
	 

	Independent, self-programming  
cinemas
	 
	 
	 
	 
	 

	Number of screens    
% of all screens     
Share of admissions
	247   
57%   
26%
	246   
79%   
52% (2)
	2,640   
60%   
40%
	3,157   
87%   
75%
	 

	(1) The Heylen circuit went into liquidation in 1993   
(2) With the Grand Teatret   
   
Source: MEDIA Salles Survey


	  Table 12b: Circuits and programming agreements (1992) 

	Circuit, group or alliance 
	Relevant markets 
	Ireland 
	Italy 
	Netherlands 
	Portugal 
	Spain 
	UK 

	Principal circuits   

    

    

    

(screens owned)   

    

(share of admissions) 
	National   

 
	Ward Anderson   
80   

   

   

42% 
	Cinema Cinque 43   
Istituto Luce 10   

 
	MGM(6)    66  
Jogchem's  46  
Minerva     36  
Wolff          27  
  
  
  

42%   
  
  

55%
	Lusomundo 58  
Castelo Lopes 14 Atalanta 16  
  
  

   
  
  
  
  

70%
	Cinesa 35  

8.5%  
  
  
  
  
  
  
  
  

10%
	MGM }  
Odeon }  
Warner }  
UCI } 1161  
Apollo }  
Nat.Am.}

	(Principal circuits, number of screens owned, share of admissions) 
	Regional 
	UCI 22 (12%)  
MGM 8 (4%)
	Other circuits (30  
to 50 cinemas each): Safin,  Arco Film,  
Germani-Poggi,  
Quilleri-Di Sarro
	 
	 
	Empresa  
Balana  
(Catalonia)  
30  
5%
	Minors  
80

	Principal circuits or groups  
(screens affiliated)
	National
	Marginal
	Cinema Cinque  
(programs for 250  
cinemas)
	73 screens which have an agreement with at least one  
of the four major  
distributors: 
	Marginal
	Cinesa  
38 affiliates  

 
	Marginal

	number of screens  
affiliated, share of  
admissions)
	Regional 
	 
	Marginal
	MGM        10   
Jogchem's 39   
Minerva      7   
Wolff        17   
18% 
	 
	 
	 

	Principal alliances; 
	National 
	 
	 
	 
	 
	 
	 

	(Principal alliances,  
number of screens;   
members' share of admissions)
	Regional 
	 
	 
	 
	 
	ACEC  
48  
1.5%
	 

	Independent, self-programming   
cinemas 
	 
	 
	 
	 
	 
	 

	Number of screens   
% of all screens   
Share of admissions 
	79 (4)   
42%   
20% 
	2,550 (5)   
89%   
88% 
	168  
40%  
27%
	130 (e)   
55%   
29% 
	N.D.  
69%  
65%
	420  
25%  
20% 

	(4 ) Independent cinemas = ICAI (the Independent Cinemas Association of Ireland)   
(5)  Of which FICE: 294 members - 9% market share   
(6)  From 1994, there is a cooperation between MGM and Minerva.   

Source: MEDIA Salles Survey


  
  

Market share of jointly-programmed screens 
  
The share of the total EU market (in terms of admissions) of jointly programmed screens (including circuits, groups and alliances) is about 56% (unweighted) or 53% (weighted to take into account the sizes of different national markets). 
  
Once again, this indicator shows considerable variation around the mean: 

· 60% - 80% in Belgium, France, the UK, Ireland, the Netherlands and Portugal 

· 30% - 60% in Denmark, where the majority of cinemas are self-programming 

· less than 30% in Italy, Germany, and particularly in Spain, where independent programming is the rule. 

  

	 Table 12c:

	 
	Percentage of total screens represented by independent self-programming screens
	Share of total admissions of independent self-programming screens

	Belgium
	57%
	26%

	Denmark
	79%
	52%

	France
	60%
	40%

	Germany
	87%
	75%

	Greece
	80%
	80%

	Ireland
	42%
	20%

	Italy
	89%
	88%

	Netherlands
	40%
	27%

	Portugal
	55%
	29%

	Spain
	69%
	65%

	U.K.
	25%
	20%

	Unweighted Average
	62%
	44%

	Weighted Average
	68%
	47%

	Source: MEDIA Salles/BIPE Conseil


  

Independent cinemas probably encounter most difficulty in obtaining prints of the films they want in the first two groups of countries, or may find it increasingly difficult to do so. Independent exhibitors are likely to become increasingly marginalised as the power of multiplexes grows. 
  
It is worth noting that in certain countries - the Northern European ones - dealings between self-programming independents and distributors are generally facilitated by the existence of standard conditions for the exhibition of films which are negotiated between the distribution companies and the exhibitors' trade associations. 
  
The intensity of competition within local markets 
  
In order to understand better the extent of competition within the principal European countries, we have split the urban areas into three categories: 

 the capital cities 
 big towns, with a population greater than 250,000 
 medium-sized towns, with a population of between 100,000 and 250,000.

Table 13 shows, for each of these categories, the position of the first-run cinemas, which allows us to get a better sense of the level of horizontal integration. 
  
The capital cities  
  
The capital city tends to be the most competitive market within each country: thus in Portugal where the sector is effectively monopolistic, the presence of independent and "specialist" cinemas in Lisbon means a degree of diversity in the range of films available. In at least three other countries (Germany, Italy and the United Kingdom), independents still play a significant part in exhibition in the capital, even though it is mostly integrated (with Germany and Italy we are talking about the major centres: Berlin, Frankfurt, Hamburg, Munich, etc. and Milan as well as Rome). 
  
However, even in the capitals, first-run cinemas are increasingly programmed by the major circuits: in France, Parisian cinemas owned and/or programmed by Gaumont and UGC account for 66% of admissions; with the exception of specialist exhibitors, self-programming independents have now practically disappeared from the capital. In Belgium, UGC and the Bert-Claeys group together control 93% of the Brussels market; in Ireland, Ward Anderson, UCI and MGM control all of Dublin's cinemas except for two. In Spain, circuits play the most significant part; in the Netherlands, MGM has a monopoly in the exhibition sector of the big towns in the west of the country.  
  
In urban areas outside the capital 
  
Outside the capital, the nature of competition varies from country to country: 
  
In the large cities (more than 250,000 population), monopolies are found in Denmark, the Netherlands, Belgium and Portugal, and certain French cities. In general, independent operators have disappeared in these markets, to the benefit of the circuits. In the UK, the choice of cinemas in the large cities is less than in London, mostly because of the establishment of multiplexes, which soon put paid to independent exhibitors, even if some still remain. In France, independents do continue to be significant in some parts of the country, but the circuits are equally dominant. 
  
In middle-sized cities (from 100-250,000 population), monopoly is the rule in the majority of EU countries, but the nature of the dominant players differs: in the UK and Denmark, independents may even control some local markets. In some other countries, it is the circuits which matter, mostly occupying a monopoly position (Ireland and several of the regional circuits which dominate in France). In the rest of the EU, there is competition among few competitors (Italy, the Netherlands, Spain, etc.). 
  

	 Table 13a: Intensity of competition within local markets (1992)

	Local Markets
	Germany
	Belgium
	Denmark
	Spain
	France

	Capital
	Strong competition
	Duopoly: Kinépolis + UGC = 93% market share
	Oligopoly: Nordisk + municipal exhibitors; Nordisk: 20%
	Dominance of the major circuits   
(Madrid, Barcelona)
	Dominant position of two circuits, UGC and Gaumont;    
Competition between independents

	Big towns   

(*more than 250,000)
	Varies from town to town
	Quasi-monopoly: Antwerp: Heylen (2)  85%
	Aarhus: Oligopoly: 3 exhibitors
	Few competitors: 1-3 circuits per big town
	Often duopoly (1) or dominant position of two circuits   

 

	Middle-sized towns   

100,000-250,000
	Varies from town to town; regional circuits
	2 quasi-monopolies; 2 duopolies; 1 dominant position
	Odense (Nordisk)   
Esbjerg (Nordisk)   

Monopolies
	Few competitors
	Dominant position or monopoly (due to recent swaps of cinemas between the circuits)

	(1) In France in the big towns, 2 circuits control between them 60-85% of the market; there are some monopolies (Caen; Nancy)   
(2) In September 1993, the Heylen circuit went into liquidation. In October 1993, the Kinepolis group opened a multiplex in Antwerp, which gave them a quasi-monopoly of that market.   

Source: MEDIA Salles/BIPE Conseil


  
  

	 Table 13b: Intensity of competition within local markets (1992)

	Local Markets
	U.K
	Ireland
	Portugal
	Netherlands
	Italy

	Capital
	Strong: all national circuits + independents and art-houses
	Dominant pos.   
Ward Anderson - UCI - MGM   
But competition from art-houses
	Dominant position    
Lusomundo   
Some independents
	Dominant position   
MGM (+specialist cinemas)
	Dominant position Cinema Cinque - Safin; some independents   

 

	Big towns  
(*more than 250,000)
	Dominant position   
(Multiplex+ Odeon or MGM + independents)
	not applicable
	Dominant position or monopoly Lusomundo
	Rotterdam and the Hague: monopoly MGM; other towns: competition between circuits and independents; Utrecht: duopoly MGM and Wolff (and art-house and experimental cinemas)
	Strong competition in the North & Centre (except Florence); average in the South   

 

	Middle-sized towns   
100,000-250,000
	Odeon or MGM or minors +   
indep. in some cases
	Monopolies (Ward Anderson or independent)
	Monopolies
	Duopolies: circuits and a little competition from independents
	Average competition

	 Source: MEDIA Salles/BIPE Conseil


  
  
Internationalisation of the sector 
  
The degree of internationalisation of the sector is still small. Only nine players are present at any significant level in more than one national market. 
  
The most active moves towards internationalisation come from US-based companies: UCI, MGM and Warner. Basing their operations originally in Britain, these firms have since gone on to penetrate other EU countries. In Germany, UCI and Warner are now present, and even though their influence is still limited, their plans to build multiplexes (8 screens or more) allow us to predict that their share of admissions will rapidly grow. Elsewhere, they have avoided direct competition with each other: MGM has chosen the Netherlands and Denmark; UCI, Spain. 
  

	 Table 14: The top five European exhibitors (1992)

	 
	Numbers of admissions
(Millions)
	Share of EU market

	MGM (with MGM/Nordisk)  
           (MGM on its own)
	39.3

35.6
	7.0

6.4

	UCI   (with Cinesa)  
         (without Cinesa)
	31.8

23.8
	5.7

4.2

	UGC
	25.6
	4.6

	Odeon
	21.6
	3.8

	Gaumont
	19.0
	3.4

	Higher total:
	137.3
	24.5

	Lower total:
	125.6
	22.4

	Source: MEDIA Salles/BIPE Conseil survey 


  
  
There are far fewer EU companies active in more than one national market, and the extent to which they are internationalised is limited compared to the US majors: 

· The French players, despite modest results, have to date been the most active players abroad, profiting from the size of their national market: UGC is in Belgium; Edeline in Spain. Of the three groups, UGC owns the greatest number of foreign screens, with its three complexes in Brussels (29 screens). 

· The Bert-Claeys family (the Bert group, the Claeys group and the Kinepolis group), apart from being the Belgium market leader, has developed several projects in France (notably in Lomme), and in other European countries. 

  
By contrast, the low level of integration of the Italian and German markets does not encourage the emergence of an export-oriented dynamic. 
  
Exhibition in the EU is gradually opening up, but recent investment has mainly been by US companies. International investment projects almost always take the form of the construction of multiplexes. The three US Majors currently operating in the EU will probably wish to continue to develop their international profile (development being limited in their own market due to US regulatory constraints) and will turn their attention to countries in which exhibition continues to be fragmented, where there is scope for screen refurbishment (as in Italy) and where the market share of US films is high. The countries which attract US investment will also need to have a healthy exhibition sector, and one where the barriers to entry are not crippling: large groups of foreign operators might well have trouble in Greece, where the exhibition sector is in too poor a state to attract foreign capital. In France, the entrenched position of national players and the nature of State intervention within the exhibition sector (a barrier which favours Pathé over MGM, for example) makes entry difficult by foreign players. 

(2) As of November 1993, MGM, the largest exhibitor in the UK, is controlled directly by Crédit Lyonnais in Paris, rather than by MGM/U in Burbank, CA. 
 
2.2 Vertical integration 
  
The two forms of vertical integration 
  
 Distributors' involvement in exhibition 
  

·  There is more to the analysis of the vertical integration phenomenon than measuring whether distribution and exhibition activities are carried out by the same group through different subsidiaries. The major distribution companies (particularly the US majors) can in practice either have direct links (subsidiaries or a majority share) or indirect links with the major exhibitors. In order to define the level of vertical integration, it is often necessary first to determine the degree of independence of the different companies. In several EU countries, the Warner, UCI and MGM groups state that the links between the distribution and exhibition companies which they control are weak. This is even the case for several directly integrated groups, like UGC, whose distribution branch is more interested in optimising the profits of that activity than in supplying the cinemas owned or programmed by the group. A discussion of the degree of autonomy of the different levels of activity is therefore vital to our understanding of such a sensitive sector. 

In our analysis, we have taken into account the financial links between the exhibition and distribution arms, but have also tried as far as it is possible to give weight to the cases where the companies consider themselves to be independent.

  
Distribution companies directly involved in exhibition, and their importance as exhibitors 
  

· In every EU country, with the exception of the Netherlands, distributors are also involved in exhibition. This can be judged by looking at Table 15 and Figure 15. 

· In Portugal, vertical integration is at its strongest, as two players control 60% of the distribution market and 65% of cinema admissions. Lusomundo essentially controls all channels of the Portuguese film industry. 

· The United Kingdom also has a very integrated market, with over 70% of exhibition controlled by firms who are also involved in distribution. 

· The influence of distributors is strongest in exhibition in Ireland, Denmark and France, with, respectively, 47%, 48.5 % and 33.5% of total admissions. However, while in France (UGC - Pathé - Gaumont) and Ireland this integration has been achieved by national players, elsewhere it is the province of the subsidiaries of US-based groups. 

· Although very precise data on Greece is not available, it is known that distributors control an important part of the exhibition sector in that country. 

· Vertical integration is much less pronounced in other markets: the distributors' market share of exhibition does not exceed 13% in Spain and Belgium, and is 6% in Germany. In the Netherlands, there is no vertical integration. 

	 Table 15: Vertical integration by country (1992)

	 
	Principal distributors involved in exhibition
	Combined market share at distribution level
	Combined market share at exhibition level

	Belgium
	Belga (Hemelaer)  
Indep. Films  
Cine-libre  
Excelsior (1)
	25.0%
	12.0%

	Denmark
	Warner  
Camera  
Metronome
	31.7%
	48.5%

	France
	UGC  
Gaumont  
AMLF (Pathé)
	30.2%
	33.5%

	Germany
	Warner  
Neue Constantin
	40.0%
	6.0%

	Greece(e)
	Elke  
Spentzos  
Prooptiki
	13.5%
	15.0%

	Ireland
	Abbey  
(Ward Anderson)
	12.0%
	47.0%

	Italy
	Penta (Cinema Cinque)  
Istituto Luce
	37.5%
	3.3% (2)

	Portugal
	Lusomundo  
Castelo Lopes
	60.0%
	65.0%

	Spain
	UIP (Cinesa)  
Lauren films
	25.0%
	13.0%

	U.K.
	UIP (UCI)  
Warner  
Rank
	51.0%
	71.6%

	(1) Excelsior went into liquidation in September 1993  
(2) Only Penta  
  
Source: MEDIA Salles survey


  

  
 "Indirect" vertical integration: "alignments" 
  
In order to have an accurate picture of the sector, it is important to take into account programming agreements, which have the effect of "indirectly" establishing the mechanisms of integration as well as constituting vertical restraints on the operation of the market. 
  
In numerous countries, the extent of vertical integration is effectively doubled by more or less formal exclusivity agreements between distributors and exhibitors, commonly known as "alignments". The UK market is one arena for exclusivity agreements between the US majors, film suppliers and the circuits. In Spain, some distribution patterns in small towns have the characteristics of exclusive agreements, whereas in Greece, distributors are increasingly hiring cinemas, in order to control directly the release of their films. But these practices are rarer where multiplexes are involved, as these cinemas have to have an "all product" programming policy because of the number of screens and the need for a multiplicity of suppliers to fill them. 
Even if the cinemas directly owned by the distributors are not restricted to showing "own" films, the access of independent films to screens might seem to be hampered by the extent of vertical integration. However, despite the strong trends towards vertical integration within the market, the operators who responded to this part of the qualitative study showed that this was rarely the case: vertical integration does play a part in limiting access to the films which are extremely profitable, where a distribution subsidiary of a group can give preferential treatment to its sister companies, but in the majority of cases, the difficulty of access of cinemas to films was attributed to distributors' lack of interest in the less profitable screens, or to too few prints being put into circulation. 
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 Regulation 
  
Table 16 shows legislation and regulation in the various EU countries which deal with programming practices which could be considered anti-competitive. 

· For a distributor, exclusive programming, involving granting exclusive rights to films to one exhibitor at the local level, is not the subject of any specific regulation in most EU countries but it is covered by the provisions of general competition law. In France, by contrast, the Fair Trading Act 1984 specifically covers this type of practice. 

· The practice of "block-booking", granting to cinema operators a profitable film on the condition that they also take other films with less commercial potential, is not specifically forbidden by regulations except in France, Spain (where a tribunal defending competition exists) and Ireland. Nevertheless, the application of the law in these cases is far from straightforward. 

· In France, the resolution of any conflict concerning practices seen as abuses of market power by one party is speedily referred to the Mediator. In countries where corporate structures are well-defined, mediation is guaranteed by competition authorities. Elsewhere, as a general rule, the only source of redress is through the usual legal channels. Whatever redress is available, the efficacy of it is questionable, as exclusive practices continue in every country, and taking legal action remains both expensive and difficult for an independent exhibitor. 

	 Table 16a: Access of cinemas to films

	 
	 
	Belgium
	Denmark
	France
	Germany
	Ireland

	Exclusive programming at the local level
	Regulatory position
	General law
	None
	Competition is regulated
	General law on competition
	No law pertaining specifically to exhibition

	
	Regulatory authority
	An action is being referred
	-
	The Cinema Mediator; Tribunal if legal action taken
	"Cartel Office" at Länder and Federal level
	-

	
	Powers of the authority
	Restrictive
	-
	An indicative decision
	Legal sanctions
	-

	
	Effectiveness - actual position
	Exclusivity does exist: US films  the circuits;   
Films from Ind. Ind. cinema
	No problems of exclusivity 
	No sanctions (self-regulation)
	-
	Outside Dublin: monopolies    
exclusive relations   
Dublin, multiplex = "all products"

	Block-booking (rental of packages of films)
	Regulatory position
	General law
	Not practised
	Forbidden by regulation
	Not forbidden
	Illegal

	
	Regulatory authority
	-
	-
	The Mediator
	-
	-

	
	Powers of the authority
	-
	-
	Indicative
	-
	-

	
	Effectiveness - actual position
	-
	Not practised
	Often elaborate
	-
	-


	  Table 16b: Access of cinemas to films

	 
	 
	Italy
	Netherlands
	Portugal
	Spain
	UK

	Exclusive programming at the local level
	Regulatory position
	New cinema law since March 1, 1994
	General competition law
	New cinema law 
	General law on competition in 1989
	Films Order, 1989

	
	Regulatory authority
	Anti-trust authority
	Ministry of Economic Affairs
	-
	Tribunal defending competition
	Office of Fair Trading (OFT)

	
	Powers of the authority
	(1)
	Legal arbitration
	-
	Legal sanctions
	Little authority; mostly self-regulation

	
	Effectiveness - actual position
	Regulatory authority has never been invoked
	Exclusivity: standard practice in commercial cinemas, but changes since 1.1.93
	Lusomundo in the position of a quasi-cartel
	Distribution patterns comparable to exclusive agreements in small towns
	Local exclusivity - applies in 18 cities (and Dublin)

	Block-booking (rental of packages of films)
	Regulatory position
	No law
	Practised, but not official
	General law
	Forbidden (by competition law)
	General law "Fair Trading"

	
	Regulatory authority
	-
	Arbitration by the Federation
	No specific body for the cinema
	Tribunal defending competition
	OFT

	
	Powers of the authority
	-
	Arbitration
	Not used
	Legal sanctions
	Rarely used

	
	Effectiveness - actual position
	-
	Few conflicts
	Practised
	Elaborate regulation by distributors
	Exclusivity occurs


(1)  Possibility of intervention in case of high market concentration 

2.3 Market failure (3) 
  
The extent of competition in EU markets 
  
The extent of competition in the market place is effected by both vertical and horizontal restraints. The diagram below (Figure 16) plots the position of countries in terms of two criteria: the market share of the different circuits (horizontal integration) and the distributors' share of the exhibition market. According to the diagram, the farther towards the top right-hand corner a country is positioned in the graph, the more imperfect the competition. Without taking account of agreements between distributors and exhibitors, nor of eventual correction mechanisms, it appears a priori that the problems of access of independent films to the cinemas and of independent cinemas to films will probably be most acute in Portugal, Ireland and the United Kingdom. 
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Competition within the theatrical sector 
  
Obstacles to competition within the theatrical sector occur in two dimensions, shown in the table below (4). 

  

	 
Barriers to access
 
	Films with significant commercial potential
	 
Other films
 

	Cinema programmed by a circuit  

 
	 

- -
	 

 

	Independent, self-programmed cinema 
	 

+ +
	 

- -
 

	++ strong;                          -- weak 


  
  
  

  Access by independent exhibitors to films 
  
We have already shown that the problem of restricted access by independents to films because of exclusivity is mainly confined to a limited number of local markets: elsewhere the circuits have gained a monopoly position, or the position of the small cinemas has been improved in some way by additional print subsidy mechanisms. In a sense it is rather late to address the access issue in the European Union where nearly 20% of all screens are now owned by circuits and about another 40% are programmed by them. 
  
However, for the remaining 40%, the problems of access to copies are different depending on the market served: 
  

· In a competitive area (a large urban area, or the capital), the problems of access to copies are a function of the advantages which a cinema owned by or affiliated to a circuit naturally has: it tends to be better located, better equipped etc. For the US-based distributors, who usually release a film simultaneously to a large number of cinemas, the circuits can respond better than the independents to their needs, as release to the latter would require numerous separate negotiations. 

· In a less profitable local market, typically in small and medium-sized towns, the exhibitor may well encounter problems of access to a copy upon release which come simply from the limited number of copies available, as the more profitable exhibitors are given priority. This problem can be resolved by a policy of subsidising copies. Physical access to the film arising from the problem of limited releases of copies is the problem most often cited by independent exhibitors. 

 · Access by non-"blockbuster" films to the cinemas 
  
As will be seen in greater detail in the section analysing programming, the techniques of "intensive" exhibition commonly practised by the circuits throughout the EU make difficult the access to the big complexes and circuits by independent films with less commercial potential. Only a few copies are made available, their distributors do not commit the level of advertising investment of the US majors or the subsidiaries of vertically-integrated companies, so these films very rarely achieve the "cross-over" to being shown in the more important cinemas. When they do arrive, they are only played in the big urban complexes for a very short time, as the complexes prefer to maximise the return on their screens by showing the high profile films for a short period, rather than waiting for word of mouth to spread the fame of an auteur film. 
  
A strategy which guarantees the existence of an "independent" channel of programming in the face of the integrated circuits, and which provides a channel that gives films other than "block-busters" privileged entry into the exhibition sector, will have first to resolve the problems facing films with only limited audience appeal. It will be made even more difficult by the fact that exhibitors, whatever their standing and their degree of independence, still need "block-busters" to establish their business in such a way that they can give screen time to "independent" films and optimise the returns from their cinemas. Which leads us into the problem of exhibitors' access to films. Only cinemas which are dedicated to "specialist" films escape this need to get hold of the top films as soon as they are released nationally. 
  
 Conclusions 
  
A picture emerges of a "two-speed" exhibition sector: on the one hand, the cinemas organised into circuits, groups or programming agreements which mainly show films on an exclusive basis, and on the other, the independent cinemas, in a delicate position in relation to the distributors. This situation is counterbalanced a little by the actions of exhibitors' associations or public authorities in some countries (Germany, France); they protect the exhibitors' position, and guarantee them fair access to films, as far as they can. 
  
The access of less profitable films to cinemas is limited by the arrival of intensive release practices. There is a possibility that in the future there will be a ghetto of independent cinemas in the competitive local markets which leave space for alternative programming. 

  

(3)  These issues are largely dealt with in section 2.2 on vertical integration strategies.  

(4) In the majority of countries, barriers to access take the following two forms: 
     * access to films with significant commercial potential by self-programmed indipendent cinemas 
     * access to cinemas belonging to circuits of films with small commercial potential. 
3 Relationships Governing Exhibition 
  
3.1 Commercial relationships between distributors and exhibitors 
  
Main contractual forms 
  
In the exhibition sector, five different types of contractual relationships exist between distributors and exhibitors: 
  

· a proportional share of takings, without a guaranteed minimum 

· a proportional share of takings, with a guaranteed minimum 
  

· a proportional share with a minimum for the exhibitor 

· a fixed fee 

· the hiring of cinemas by the distributor. 

The dominant form throughout almost all of Europe is that of a proportional share of the takings without a guaranteed minimum. 
  
Some exceptions: 

· In Portugal, the most usual form is a proportional share of takings with a minimum guaranteed for the distributor. In certain countries (Spain, the Netherlands), the practice of guaranteeing a minimum has been revived for certain types of exhibitors (in the less-populated areas). It also exists to some degree in Belgium, Denmark and France. 

· Other types of contractual relations between exhibitors and distributors do exist in a marginal way: fixed fee occurs in Ireland, and, exceptionally, in Belgium; distributors hire cinemas in Portugal, etc. 

Film rentals  
  
Film rentals (the sums paid to distributors by exhibitors) are determined in most markets by the interplay of supply and demand. However, in certain countries rentals are fixed by agreements between the distributors' and the exhibitors' associations (particularly in Germany, in Italy and in the Netherlands). Only in France and Belgium does the law fix minimum and maximum levels for rentals (see Table 17). 
  
The rental rates shown in Table 18 are generally calculated on the basis of box office net of sales and any special taxes. The estimates of average rentals presented here must be treated with caution: the "average" rental for each country does not reflect dominant commercial practice, particularly in relation to the largest players. Ireland springs to mind here - the average rental appears very low when compared with the EU average, but rentals paid by the circuits in Dublin are similar to those found in the United Kingdom (more than 40% of box office after tax). The lowest average national rentals reflect the existence of low fixed-fee rates offered to exhibitors in rural areas. Moreover, the exact average rental is very difficult to estimate accurately. Certain countries do not have precise statistics of the sector's turnover (Portugal and Greece), so in these cases the rentals we show are estimates. 
  
Even so, comparison of rentals reveal significant differences. In Spain, Portugal, Belgium, France and Italy, average rentals are the highest, corresponding on average to around 50% of box office after tax. By contrast, in the UK, Ireland, the Netherlands and Germany, the exhibitors' share is higher. The hierarchy of rentals exactly shadows the hierarchy of national markets according to the level of involvement by the US majors in exhibition. One of the reasons US investment is attracted to a market is the prevailing rentals. 
  
These differences can only marginally be explained in terms of the variations in the divisions of roles and responsibility for providing films between distributors and exhibitors. In general, the exhibitor does not bear the costs of the print. He participates in the local advertising of films, but takes no responsibility for any advertising costs at the national level. The only exception to this is the costs of shipping prints; they are paid entirely by the exhibitors in Belgium and Italy, and 50% in Denmark and the Netherlands. In the other countries (France, Germany, Portugal, the UK) these expenses are only met in certain cases by the exhibitors. In the Netherlands, a regulation currently in force splits the costs between exhibitor and distributors. Whatever the nature of the differences, they are not sufficient to explain the differences in rental rates between countries. 
  
Finally, it is worth emphasizing that the formalisation of agreements by written contract is still far from being the norm. It occurs systematically in countries with trade associations, where it is recognised as being quasi-regulatory. In France and Germany, agreements have been announced to bring written contracts into general use. 

  
   
  

	 Table 17a: Commercial relations between distributors and exhibitors

	 
	Belgium
	Denmark
	France
	Germany

	Dominant form of commercial relationship  

1 proportion of takings, no guaranteed minimum   
2 proportion of takings, with guaranteed minimum   
3 proportion with a minimum for the exhibitor   
4 fixed fee   
5 the hiring of cinemas by the distributor
	1) Standard Practice   
2) Marginal   
4) For small exhibitors
	1) Standard 4 exhibition groups  4 methods of remuneration (%)   
2) Guaranteed minimum = at least 650DKr 
	1)Standard (1)  
2) Minority (3-4%) of screens (in the suburbs), the regions (south) and small towns
	Germany   
1) Standard practice   
2) Marginal (for small exhibitors) (260-300DM)   

 

	Average rentals  
   
Proportion paid to the distributor   
(as a % of box office net of tax)  
 
	49% of box office net of tax
	47% of box office net of tax
	47% of box office net of sales and tax and TSA (2)
	45% of box office net of tax (negotiated at national level for each film by the Associations)

	Expenses covered by the exhibitor  
   
1) Prints   
2) Advertising   
3) Shipping of prints
	1) Rarely   
2) Local advertising   
3) Yes
	1) No   
2) Local advertising   
3) 50% (one way)
	1) No   
2) Local advertising and publicity   
3) Varies
	1) No   
2) and 3) Paid by the exhibitor with a contribution from the distributor

	Formalisation of agreements between parties  
   
Written contracts   
Verbal agreements
	Telephone agreements first, then written follow
	Mixed
	Verbal agreement until 1992 - a recent law enforced the obligation of a written contract
	1) yes, very short (contracts negotiated by the associations)

	Regulations fixing the method of remuneration of the said parties.
	A ministerial order, based on an all-industry commission: fixed guaranteed minimum and maximum rentals
	Conditions are fixed by the four sets of distributor/exhibitor negotiations (rental fixed at 25% for small cinemas by the Danish Film Institute for national films)
	Fixed by the CNC: minimum rental 25%, maximum 50% (no regulation concerning a guaranteed minimum)
	Rental and terms fixed nationally by the exhibitors' and distributors' associations (between 36% and 53.5% of box office net of tax)

	(1) Decreasing rental after three months   
(2) Higher where a minimum guarantee is provided 


  

  
  

	 Table 17b: Commercial relations between distributors and exhibitors

	 
	Ireland
	Italy
	Netherlands
	Portugal

	Dominant form of commercial relationship  
   
1 proportional share of takings, no guaranteed minimum   
2 proportional share of takings, with a guaranteed minimum   
3 proportional share with a minimum for the exhibitor   
4 fixed fee   
5 the hiring of cinemas by the distributor
	1) Standard (Dublin = House nut, others: number of seats)   
4) For small rural cinemas
	1) Standard   
2) Marginal (small cinemas)
	1) Standard   
2) In some cases   
(guaranteed minimum very low - Fl 200-250)
	2) Standard   
5) Marginal

	Average rentals  
   
Proportion paid to the distributor   
(as a % of box office net of tax)
	33% of box office net of sales tax (1)
	50% of box office net of sales tax (30 - 53% of box office net of tax)
	39% of box office net of tax
	Around 50% of box office net of sales tax

	Expenses covered by the exhibitor  
   

1 Prints   
2 Advertising   
3 Shipping of prints
	No, except in exceptional cases
	1) No   
2) Local promotion and advertising   
3) Yes
	1) No, except in exceptional cases   
2) Partially   
3) Partially at the expense of the exhibitor
	Mixed

	Formalisation of agreements between parties  

Written contracts   
Verbal agreements
	 
	National: written contracts   
Local: verbal agreements
	Written contracts in principal, verbal modifications
	Mostly verbal

	Regulations fixing the method of remuneration of the said parties.
	None
	Industry agreement between ANICA/UNDF (National Union of Distributors) and AGIS/ANEC (2) (National Association of Exhibitors)
	Industry agreement (between exhibitors' and distributors' associations)
	None

	(1)  Reduced because of reduced rates offered to small rural cinemas   
(2)  Amounts fixed by categories of towns and cinemas


  

  

	 Table 17c: Commercial relations between distributors and exhibitors

	 
	Spain
	UK

	Dominant form of commercial relationship  
   
1 proportional share of takings, no guaranteed minimum   
2 proportional share of takings, with a guaranteed minimum   
3 proportional share with a minimum for the exhibitor   
4 fixed fee   
5 the hiring of cinemas by the distributor
	1) Standard for 80% of screens   
2) Marginal   
3) No   
4) For cinemas serving small local markets   
5) No
	1) Standard practice   
("break figure" or "house nut")   
Others: marginal

	Average rentals  
   
Proportion paid to the distributor   
(as a % of box office net of tax)
	53% of box office net of tax (estimate) (56% of box office net of tax for cinemas which practise straight box office splits)
	41% rental net of sales tax (VAT)

	Expenses covered by the exhibitor  
   
1 Prints   
2 Advertising   
3 Shipping of prints
	1) No   
2) Local promotion   
3) No
	1) No   
2) and 3) sometimes (small exhibitors)

	Formalisation of agreements between parties  
   
Written contracts   
Verbal agreements
	Written contracts    
Verbal agreements, sometimes
	Written contracts (SFD standards)

	Regulations fixing the method of remuneration of the said parties.
	Level of fixed prices for small cinemas fixed by the associations (Agreement generally not respected by distributors)
	None


  
  

	 Table 18: Average rentals by country

	Country
	Average rentals

	Belgium
	49%

	Denmark
	47%

	France
	47%

	Germany
	45%

	Greece
	50%

	Ireland
	33%

	Italy
	50%

	Netherlands
	39%

	Portugal
	50%

	Spain
	53%

	UK
	41%

	European Average  
  Unweighted  
  Weighted
	 
46%
47%


  

3.2 Commercial relationships between exhibitors and the public: the ticket price 
  
Tariff policy by country 
  
To determine the price of a ticket it is usual to divide revenues reported by exhibitors for tax purposes by the number of admissions. At the same time, the uncertainties surrounding the ticket price in certain southern European countries have to be taken into account. In Greece and Portugal estimating the number of admissions is difficult, because failure by exhibitors to report grosses to distributors and difficulties in counting admissions (particularly for open-air cinemas). We emphasise, however, that the results of our quantitative survey corresponded to those provided by official bodies, and by the various exhibitors' Associations (see Figure 18). 
  
The ticket price varies significantly throughout the EU. It averages at 4.00 ECU (see Table 19 below). However, it is only 2.63 ECU in Portugal but is twice as high in the Netherlands, where it is 5.51 ECU. Adjusting for purchasing power parity in the different countries, the differences remain, and this calculation does not significantly modify the hierarchy of ticket prices (see Figure 17). 
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The cinema, therefore, is an expensive leisure pursuit in the Netherlands and France, less expensive in Italy and the UK in relation to local disposable income and, at the other end of the scale, in Spain, Portugal and Greece, the price is lowest. It is difficult to identify the reasons for such a range, as so many factors effect it: price regulation; level of modernisation, the progressive disappearance of second-run cinemas, etc. And as we have already suggested, the ticket price and a policy of adjusting the ticket price could have an influence on the number of admissions. 
  
A linear correlation between the ticket price and the level of admissions is not always evident. The lowest numbers of admissions per head of population are recorded in countries where the ticket price is highest (e.g. the Netherlands) as well as the lowest (Portugal, Greece). It is interesting to note that in the two latter countries marketing policies are at their least sophisticated: discounted prices are rarely offered here, and there is no concerted policy in the sector for stimulating attendance at national level (like, for example, establishing a day with reduced prices, or organising action for promotion and enlivening the cinemas). 
  
 Tariff policy by type of exhibition  
  
The EU survey confirms that the cinemas owned by the circuits charge the highest prices (4.3 ECU average) and the municipal cinemas and associates the lowest price (3.4 ECU). On average, price levels are higher in the middle-sized towns than they are in the big cities or the less populated areas. 
  

	 Table 19: Ticket price in ECU including Tax

	Country
	Average rentals 

	Belgium
	4.26

	Denmark
	4.84

	France
	5.11

	Germany
	4.32

	Greece
	2.85

	Ireland
	3.38

	Italy
	4.45

	Netherlands
	5.51

	Portugal
	2.63

	Spain
	2.75

	UK
	3.92

	European Average  
           Unweighted  
            Weighted
	 
4.00
4.19


 Sources: MEDIA Salles - BIPE Conseil 
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 3.3 Exhibitors' takings  
  
Annual revenue of EU exhibitors 
  
The results which appear in Table 20 are the balance between the ticket price and the rate of taxes levied by the public authorities. We must state that they only give a partial view of the revenues of exhibitors. We should look beyond that relationship; the additional revenues from the cinema (such as from the confectionery sold) represent a crucial part of the turnover of exhibitors. By ticket sold, exhibitors receive the largest share expressed in ECU in the Netherlands, and, to a lesser extent, in France, Ireland and Germany. This is because, in the Netherlands, exhibitors have succeeded both in raising the ticket price and in appropriating an important proportion of cinema revenues; France owes its classification to a policy of high ticket prices amongst the exhibitors; Ireland because of a favourable relationship that benefits the exhibitors over the distributors.   
  
Calculating the European exhibitors' average revenues per screen gives a sum of 63,000 ECU per year. In the majority of the countries studied, the revenue per screen is very close to the European average, with the notable exceptions of Greece (which is partly explained by the fact that many cinemas only open for six months per year, but which remains weak even if it is annualized) and, at the other extreme, the UK, Netherlands, Belgium and Ireland. 
  
In terms of annual revenues per screen, the countries in which the industry is most intense are the UK, Ireland, Belgium and the Netherlands (which heads the European league table). In the Netherlands, the high level of ticket prices combines with low rentals to benefit the exhibitors. In Ireland, commercial conditions and a high number of admissions provide the favourable factors. In Belgium and the United Kingdom, the good financial results are more positively linked to the "return" on the cinemas, due to the "multiplex" effect. The good position of Spanish cinemas is undoubtedly less significant, as it is linked largely to the large capacity of screens. The large countries where the screens are numerous and concentrated in smaller size multiplexes, (France, Germany) are characterised by lower average revenues per cinema
	 Table 20: Exhibitors' revenues by country (1992) 

	Country
	Average ticket price (ECU)
	Total tax per ticket (ECU)
	Average price per ticket net of tax 
(ECU)
	Exhibitors share of ticket price including tax
%
	Exhibitors share of ticket price net of tax 
(ECU)
	Exhibitors average share of annual box office receipts (ECU '000)

	Belgium
	4.26
	0.60
	3.66
	51%
	1.87
	72

	Denmark
	4.84
	1.26
	3.58
	53%
	1.90
	52

	France
	5.11
	0.88
	4.23
	53%
	2.20
	58

	Germany
	4.32
	0.40
	3.92
	55%
	2.16
	62

	Greece
	2.85
	0.46
	2.39
	50%
	1.20
	13

	Ireland
	3.38
	0.42
	2.96
	67%
	1.98
	82

	Italy
	4.45
	0.95
	3.50
	41%
	2.30
	52

	Netherlands
	5.51
	0.93
	4.58
	61%
	2.79
	92

	Portugal
	2.63
	0.18
	2.45
	50%
	1.22
	62

	Spain
	2.75
	0.20
	2.55
	47%
	1.22
	55

	UK
	3.92
	0.82
	3.10
	59%
	1.83
	108

	Average Weighted
	4.19
	0.65
	3.54
	53%
	1.93
	63


  
 Conclusion 
  
With only a few exceptions, and despite the important differences in structure of the sector and in levels of taxation, there is still an alignment of revenues received by exhibitors per cinema for all the countries within the Community. We notice once more the positive economic impact of the creation of multiplexes. The UK, in particular, is different from the rest of Europe when it comes to revenues from the high income cinemas: intense activity in the multiplexes results in a considerable increase in occupancy rate per seat per showing, and a high level of activity (cinemas open all year round, with numerous showings per week); it optimizes the exhibitors' returns within an integrated market. The negative impact of a rise in number of sites on the average revenue of an exhibitor is also worth noting (France, Germany, Italy). 
   
But these results do not prove that a decrease in the size of the sector automatically increases the revenues of the rest of the exhibitors. Greece provides a counter example here; it illustrates that if the density of sites falls beneath a certain threshold, the entire economy of the exhibition industry is threatened. 
3.4 Relationships between the exhibitors and the public authorities 
  
Subsidies (Table 21) 

The issue of the intervention of public authorities in the cinema exhibition industry is particularly complex. There are three distinct types of subsidy to the exhibition industry: 

· subsidies to investment in modernisation 

· subsidies to exhibition itself 

· subsidies to the release of copies 

         Subsidies to investment 
  
The importance of these subsidies, dedicated to renovation or, more rarely, to the construction of new cinemas, is highly variable according to country: it is vital in France, where more than 40 million ECU are donated annually to the cinemas. It is important to emphasize here that these sums are essentially achieved by forced savings on admissions, and therefore should be distinguished from the financial aid granted by the State from public funds. Subsidies everywhere else do not exceed 7 million ECU; the level is very low in countries like Germany, but higher in Denmark, and, to a lesser extent, in Italy and Spain. 
  
With the exception of France, Denmark and Germany, where a proportion of the subsidy is allocated automatically, subsidies are always allocated selectively. 
  
Local governments increasingly plays a role in maintain the public financing of the exhibition sector. The full amount of their participation, particularly that of the town councils, is very difficult to quantify. Nevertheless, the contribution of local government is known to be substantial in Germany, Denmark, the Netherlands and Italy. 

  
         Subsidies to exhibition 
  
In all the countries, subsidies destined for cinema operation (primarily for programming and for enlivening the cinemas etc.) are limited: they are less than 2 million ECU in both the large and small countries of the Community. They seek, on the whole, to maintain exhibition in less favourable geographical areas, particularly rural cinemas (Denmark, France); Art and Experimental cinemas providing so-called "quality" programming. Italy has, relatively, the most significant amount of this sort of subsidy (with its emphasis on the quality of programming). 
  
         Subsidies to the release of copies 
  
Here again, France stands out on account of the funds which are guaranteed to the release of copies: this resulted, in 1992, in a release of nearly 3,000 copies of 100 French and foreign films (including some American films). Two other countries, Denmark and Germany, main- tain the release of copies, particularly in rural areas, but both do this at a much more modest level. 
  

	 Table 21a Support for Exhibition

	 
	 
	Belgium
	Denmark
	France
	Germany
	Ireland

	Investment Subsidies
	Type of Subsidy   
(Automatic or Selective)
	Selective
	Automatic: 521,000 DK   
Selective: 100,000 DK   
Local Councils: 88,000 DK
	Auto: 146.9M FF and Select: 54.2M FF
	Auto: 3.4M DM  
Select: 0.5M DM
	 

	
	Grand Total (1992)
	about 12M FB   
0.288M ECU
	Total 709,000 DK   
0.094M ECU
	201.1M FF   
29.4M ECU
	3.9M DM   
1.93M ECU
	 

	
	Number of establishments benefiting (1992)
	1
	 
	A: 886   
S: 1,500
	2,722
	1

	
	Agency responsible for subsidy
	Ministère de la Communauté française
	FSI (Federation financed by public authorities and professional bodies)
	A: CNC   
S: ADRC
	FFA
	Irish Film Centre

	Exhibition Subsidies
	Type of Subsidy   
(Automatic or Selective)
	Some selective subsidies
	Selective: 9,000 DK
	Selective
	Selective
	None

	
	Grand Total (1992)
	< 5M FB     
0.1M ECU
	9,000 DK + a proportion of the contributions made by local councils
	34.4M FF  
5.0M ECU
	Federal: 1.2M DM   
Länder: 5.4M DM   
Total:   6.6M DM   
           3.27M ECU
	 

	
	Number of establishments benefiting (1992)
	2
	 
	1,549 screens
	100
	 

	
	Agency responsible for subsidy
	Walloon and Flemish communities
	 
	ADRC
	BMI + Länder
	 

	Print Subsidies
	Type of Subsidy   
(Automatic or Selective)
	None
	Selective
	Automatic and Selective
	Selective
	None

	
	Grand Total (1992)
	0 ECU
	1M DK   
0.12M ECU
	38M FF   
5.55M ECU
	2.3M DM   
1.0M ECU
	 

	
	Number of establishments benefiting (1992)
	 
	8 films   
17 copies
	100 films   
2,990 copies
	650
	 

	
	Agency responsible for subsidy
	 
	FSI
	ADRC
	FFA
	 

	   Note: There are no public subsidies for exhibition in Greece


  
  

	 Table 21b Support for Exhibition

	 
	 
	Italy
	Netherlands
	Portugal
	Spain
	UK

	Investment Subsidies
	Type of Subsidy   
(Automatic or Selective)
	Selective
	Only for Municipal cinemas
	Selective
	Selective
	Selective

	
	Grand Total (1992)
	40 Bn Lire (1991)   
2.5M ECU
	1.3M ECU
	371,000 ECU over 6 years; Annual average 0.062 ECU
	210M Pesetas
	0.7M £sterling (1)   
1.0M ECU+

	
	Number of establishments benefiting (1992)
	Renovation and refurbishment
	27
	76 (between 1985 and 1992)
	20
	38   
(49 screens)

	
	Agency responsible for subsidy
	Ministry of Tourism and Entertainment (2)
	Municipal councils
	 
	ICAA (3)  
BEX (4)
	BFI

	Exhibition Subsidies
	Type of Subsidy   

(Automatic or Selective)
	Selective subsidies made available for "quality programming"
	Subsidies for communal cinemas
	Municipal cinemas only
	Automatic for rural areas
	Selective

	
	Grand Total (1992)
	2 Bn lire (1991)   
1.25M ECU
	 
	 
	80M Pesetas   
0.6M ECU
	 

	
	Number of establishments benefiting (1992)
	-
	 
	 
	 
	 

	
	Agency responsible for subsidy
	Ministry of Tourism and Entertainment (2)
	 
	 
	Autonomous regions + ICAA
	 

	Print Subsidies
	Type of Subsidy   
(Automatic or Selective)
	None
	None
	None
	For films which benefit from distribution subsidies
	None

	
	Grand Total (1992)
	 
	 
	 
	Budgeted: 80M  
Disbursed: 0
	 

	
	Number of establishments benefiting (1992)
	 
	 
	 
	 
	 

	
	Agency responsible for subsidy
	 
	 
	 
	ICAA
	 

	(1) Subsidies from town councils need to be added to this  
(2) Since 1993: Presidency of Councils of Ministries  
(3) Ministry of Culture  
(4) Banco Exteriore


  
  
         The balance of public subsidies 
  
Without question, the French public authorities play the most active role in the exhibition industry, through a subsidy regime essentially based on transfer mechanisms within the circuit: subsidies in this country represent about 5% of the turnover of exhibitors. Everywhere else, public subsidies are limited to 1% of the revenues of the sector. 
  
If one uses as an indicator the average total subsidies per cinema, then France and Denmark pull away from the rest of the countries studied. We must emphasize the considerable effort Denmark makes (subsidies there are not a systematic transfer, as in France), and the importance on France of the subsidy to the release of copies, a proportion of which is automatically given to the middle-sized towns and rural areas. This practice, although opposed by several exhibitors in France (because the money is paid to distributors), seems to respond to a need which was expressed in all the studies, particularly in areas where the subsidies offered were few, like in Ireland. 
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	 Table 22: Public Subsidies to Exhibition by Country : Summary

	 
	Total Subsidies to Exhibition
ECU M (1)
	Total Subsidies per Screen
ECU
	Total Print Subsidies
ECU M
	Total
 
ECU M

	Belgium
	0.4
	928
	0.0
	0.4

	Denmark
	4.3
	13,650
	0.12
	4.42

	France
	34.4
	7,814
	5.55
	39.95

	Germany
	5.2
	1,432
	1.0
	6.2

	Greece
	0.0
	0
	0.0
	0.0

	Ireland
	0.0
	0
	0.0
	0.0

	Italy
	3.75
	1,242
	-
	3.75

	Netherlands
	1.3
	3,125
	0.0
	1.3

	Portugal
	0.173
	746
	0.0
	0.17

	Spain
	2.18
	1,206
	-
	2.18

	UK
	1.0
	569
	0.0
	1.0

	Total 11 countries
	52.7
	3,174
	6.67
	59.37

	(1) These figures do not include the increase in subsidies from regional bodies to cinemas.  
  
Source: MEDIA Salles/BIPE Conseil 


  

  
Overall, it seems that public subsidies contribute effectively to the maintenance of an industry with numerous sites; when they are split up by country it seems that these subsidies have little impact on the average national level of admissions. But a definite correlation can be discerned between the level of public subsidy - both in the exhibition sector, and in the cinema industry as a whole - and the variety of programme choice, as much in the level of national films as in the number of different films distributed by country by year (for example, in the UK, 267 films were distributed to the first-run cinemas in 1991, compared with 438 in France, and that is for a number of admissions which is only 10% lower in Great Britain). 
  
 Other interventions by public authorities in the exhibition sector 
  
The three other types of intervention by the public authorities in the exhibition sector are: 

·  direct management of cinema operation by the public authorities 

· tapping resources through tax, and transfer systems to redistribute exhibition revenues to other sectors, like production or authors' rights societies, or in the form of a "forced saving" destined for the exhibition sector 

· Legal and regulatory interventions 

· Exhibition outlets 

· Cinema programming quotas 

· Other mechanisms 

  Direct management of cinema operation by the public authorities 
  
In almost all the countries in Europe, town councils and regional authorities are increasingly intervening in the direct management of cinemas, in order to avoid their disappearance, particularly in the rural areas and small towns. This phenomenon is particularly acute in France, where the town councils intervene directly in about 1,000 cinemas, either in terms of upkeep, or in terms of their operation. Spain and the UK are also involved in this kind of intervention: over a hundred cinemas in Spain are managed by government bodies and town councils; about 50 cinemas in the UK are managed by town councils. 
  
In the "small" countries, emphasis should be placed on Portugal (26 cinemas) and the Netherlands (27 cinemas). Other operating systems also exist, like the cine-clubs, which are either maintained by town councils or by regional organisations (Ireland). 
  
In certain countries (like France and Italy), the practice of town councils managing cinemas has developed in order to counteract the economic difficulties facing the commercial cinemas. In France, this practice has generated a real economy of its own, parallel to the exhibition industry, based on cinemas which no longer face the same financial constraints as commercial establishments, because of the intervention of the councils. 
  
·    Fiscal tapping of resources 
  
Discussion here is limited to showing the differences in indirect taxation. We must first emphasize the enormous variety of rates of taxation in different countries. They vary from 5.3% in France to 25% in Denmark. When we look at local taxes, the rates are even different within the same country (Belgium, Greece). In France, which appears to have the highest levels, this taxation is accompanied by a special cinema tax, which is redistributed automatically and selectively to the whole sector (TSA). This tax in France played an important part in the modernisation of cinemas during the 1970s and 1980s, a movement started by the circuits and certain independent operators. Certain countries apply a preferential rate of VAT to the cinema exhibition sector; others impose on them a maximum rate. The amount of public subsidy granted to the sector is sometimes correlated to the rate of taxation (eg. Denmark). 
  
  

	 Table 23a: Other Kinds of Intervention by Public Authorities in the Exhibition Sector

	Indicator
	Belgium
	Denmark
	France
	Germany
	Greece
	Ireland

	Management or Operation of Cinemas by Public Authorities
	Number of Screens
	1
	7
	± 1,000
	20 (e)
	None
	Irish Film Centre   
(2 screens)

	
	Market Share
	N.S.
	 
	22%
	< 1%
	 
	0.5%

	
	Competent Authorities
	Film Museum
	Local Authorities
	Local Authorities
	Local Authorities
	 
	Irish Film Centre

	Taxes
	VAT (Rate)
	6%
	25%
	5.3%
	7%
	8%
	12.5%

	
	Other Taxes (Rate)
	Local Taxes (av. 9.6%)   
Music Rights: approx 1%
	Music Rights (0.90%)
	Music Rights (1.5%)
	Music Rights (0.49%)
	8%
	-

	
	Transfer Mechanism
	No
	No
	TSA: 11%
	Film Fund: 1.5-2.5% of takings
	No
	-

	Regulatory Intervention
	Release Windows
	No Regulation
	No Regulation
	Regulation by the CNC:   
Video 1 year's sales   
TV: 2-3 years   
C+: 1 year
	No regulation:   
In practice:   
Video 16 months   
Rental 6 months/transaction
	No standard practice
	No. Practice is: Video 6 months,   
TV: 3 years

	
	Cinema Programming Quotas
	 
	 
	Yes: 5 weeks of EU films per quarter (1953 law, but not applied)
	 
	None
	No

	
	Other Regulation
	 
	 
	Various CNC regulations
	 
	None
	Censorship Act

	Source: MEDIA Salles/BIPE Conseil


  
  

	 Table 23b: Other Kinds of Intervention by Public Authorities in the Exhibition Sector

	Indicator
	Italy
	Netherlands
	Portugal
	Spain
	UK

	Management or Operation of Cinemas by Public Authorities
	Number of Screens
	10 
	27
	26
	100
	49   
(38 cinemas)

	
	Market Share
	-
	4.8%
	-
	-
	1%

	
	Competent Authorities
	Ente Cinema: 10   

 
	Local Authorities
	Town Councils, National Audiovisual Secretariat
	Autonomous regions, local authorities, Madrid Film Institute
	BFI

	Taxes
	VAT (Rate)
	9%
	17.5%
	5%
	6%
	17.5%

	
	Other Taxes (Rate)
	9% - Entertainment tax   
2.1% - Music rights
	Music rights:   
Exhibitors' share = 0.37%
	Levies:   
2.2 ECU each showing.   
Right to exhibit: 27.7 ECU/screen
	Authors rights 2%
	Business Rates: 2.5%   
Music Rights: 1%

	
	Transfer Mechanism
	No
	No
	Only up to 1991. Currently being negotiated
	No
	Voluntary until 1991; currently in negotiation

	Regulatory Intervention
	Release Windows
	Actual:   
TV:        24 months   
Pay-TV:  12 months   
Video:     8 months
	Fixed by professional associations:   
Video:    6 months   
TV:       2 years   
Pay-TV: 18 months
	Yes.   
TV 2 years from importation   
Video: 2 years from importation
	Fixed by law (May 1992) for films with subsidies. Others:   
Video 6 months   
TV 1 year
	No   
Actual:   
Video: 6 months

	
	Cinema Programming Quotas
	No
	No
	Yes, but not applied
	Yes, 1-3 EU films per cinema (1)
	No

	
	Other Regulation
	 
	Regulation of the professionals' organizations (NFC)
	1973 law not applied. New law being negotiated.
	ICAA regulation (2)
	Film Order 1989

	1. Distribution quotas for Spanish films to obtain a licence for dubbing.   
2. 1 day of EU film for each 2 days of foreign film, or 1 day EU for each day of foreign if the EU film has been on release in Spain more than 2 years.      
Source: MEDIA Salles/BIPE Conseil


  
  
· Legal and regulatory intervention 
  
Exhibition outlets 
  
France and Portugal are the only countries where outlets are regulated according to the different mediums of exhibition. In Spain and Germany, outlets are only regulated for films which have been publicly subsidized. In the other countries, the hierarchy of cinema showings, video and television are regulated by the sector's own practices. It is worth noting that the practices fixed by the interprofessional associations can have a quasi-regulatory authority: this is the case in the Netherlands and Germany. Where it is not regulated, video distribution follows six to nine months after cinema showings. 
  
Cinema programming quotas 
  
There are very few regulations in this area. The Spanish example described in the following chapter (programming) is worthy of mention: the important quota for European works which is imposed on exhibitors there constrains their programming freedom - for every two days of American films screening, there must be one with EU films. This system receives considerable criticism from the Spanish exhibitors, as they object to its effects on their profitability; European films have a substantially lower ability to fill cinema seats than films originating in America. 
  
Release windows 
  
In four member states, release windows are fixed by statute; in one country (the Netherlands), they are the result of agreements between the professional associations. In other countries either there are no arrangements or only de facto ones. In practice, even where windows are governed by state regulation, they are frequently subject to exemptions ("dérogations"), notably in relation to films financed wholly or in part by TV broadcasters. The current debate features arguments, on the one side, for the need for harmonised regulation, across the European Union, to make easier cross-border releases by regularising release patterns. This is deemed all the more necessary because of the proliferation of separate outlets (pay-TV, pay-per-view, etc.). On the other side, the view expressed is that release patterns must be based on commercial judgements and free negotiations between the parties. Exhibition, which current arrangements serve to protect, may be threatened by encroachment by other media. The same could be said for the video rental window, which is narrowing in favour of sell-through, and of the video window as a whole, which is being eroded by pay TV. But those in favour of liberalisation argue that the value of exhibition as a showcase means that constricting the theatrical window, by potentially reducing the value of subsequent windows, would not be in anybody's interest. 
  
Conclusions about public intervention 

· At the European level, public subsidies to exhibition are still limited: they represent only 2% of the gross takings of the sector. Government attitudes vary from one country to another: from an almost total absence of intervention in the exhibition sector (Belgium, Greece, the Netherlands, Ireland) to a presence at every operating level of the sector (regulation, finance and management of cinemas in France). 
By the importance of funds distributed and actions taken, the action of the public authorities is the most structural in the cinema's economy in France out of all the European countries. It is important to state that the major contribution of the State to this domain is to organise a system of transfer of takings within the audiovisual circuits: the majority of funds distributed are derived from levies on ticket prices (through a special tax, or a reduced rate of VAT). Specific systems of taxation exist in France, Germany and Denmark. Denmark is the exception amongst the smaller countries, distributing important subsidies to support the cinema sector, despite a limited industry. 

Looking beyond actions by the national governments, an increasing trend towards involvement in management of the exhibition sector by local councils is evident. Throughout all the countries in Europe, a large proportion of the single-screen cinemas in less populated areas are owned by the local authorities; they constitute a separate segment of their own within the sector.

· The impact of public subsidies is an extremely complex one to analyze, and evaluating it is beyond the bounds of this study. However, the characteristics of the areas where the State intervenes in the sector voluntarily are: 

· where there are numerous sites, and their contraction has been slower than that of numbers of visits 

· where there are important numbers of art and experimental cinemas within the sector 

· where programming choices are more varied. 

  
By contrast, the positive impact of subsidies on numbers of visits at global level is imperceptible. It is possible to say that subsidies have a positive impact on the cultural function of the exhibition industry, by encouraging the maintenance of cinemas for its citizens, and by guaranteeing a certain breadth of programming choice. On the other hand, they do not seem to markedly improve the commercial results of the sector. 
  
  

	Table 24 Breakdown of cinemas by direct and indirect public subsidies

	Exhibition subsidies
	Investment subsidies
	No subsidies

	9.1%
	9.8%
	76.2%

	Source: MEDIA Salles/BIPE Conseil


  

4 The Commercial Position of the Cinemas 
  
4.1 Technical equipment 
  
Principal indicators 
  
The indicators chosen to define the level of technical quality and cinema modernisation, shown in Table 25, firstly take into account the sound system (particularly the percentage of cinemas equipped with Dolby); this is probably the most obvious sign of the level of cinema modernisation. The proportion of single-screen cinemas in the industry, and the proportion of multiplexes, as well as the level of computerised ticketing have also been measured. Finally, screen density which is closely associated with population density, reveals how easy access is to a cinema. This completes the list of criterion for examining the level of cinema modernisation. 
  
On the other hand, we have not considered the proportion of large format screens (too complex to evaluate) or the number of connected products on offer (catering, etc.)(5) which is linked to cultural habits (a bar or restaurant often form part of the cinema establishment, particularly in Southern countries) and which do not necessarily constitute a criteria for modernisation. 
(5) These are analysed below. 
  
The position country by country 
  
In this context, there are stark contrasts between the various European industries. Three groups of countries can be identified as follows: 

  
 Countries where cinemas in general are of good quality 
  
Firstly, Belgium and Great Britain, where cinema renovation has occurred most recently, coinciding with the growing influence of the multiplexes. It is in these countries that most of the modernisation statistics (percentage of screens with Dolby, percentage of screens with computerised ticketing, percentage of multiplexes) are highest. 
  
Germany, Denmark and the Netherlands also offer the public good quality cinemas; their renovation has sometimes been carried out with government help (particularly in Denmark and the Netherlands, where only municipal cinemas benefit from subsidies for renovation). In France, cinema quality is quite good, although varied, and is linked to the strategy of the three main circuits and certain independents of creating multiplexes as well as the modernisation policy in rural areas. But many single-screen cinemas still remain in France and Germany which are both ancient and less well-equipped (especially for sound). 
  

  Countries where some of the sector satisfies quality criteria 
  
In Spain, recent investment has enabled improvements in technical levels in a part of the sector, but there is a considerable number of insufficiently equipped cinemas alongside these modern cinemas. 
  
In Ireland, where a watershed divides the independently owned cinemas and the multiplexes. 
  

  Countries where, in general, cinemas have not benefitted from the investment necessary for modernisation 
  
  
These include Italy, Portugal and Greece. In Italy the lack of financing means for new cinemas has not allowed the construction of multiplexes. In Portugal it is undoubtedly lack of competition which explains the situation; the operators have no incentive to modernise their establishments. Modernisation will only occur as a result of the advent of the multiplexes. In Greece, the industry has not benefitted either from the attention of the authorities or the large international groups, and sites are very run down, clearly below European standards. 
  
The position regarding type of cinema 
  
It comes as no surprise that, on average, facilities such as computerised ticketing and Dolby sound are mostly the prerogative of the multiplexes (they account for 90% of computerised ticketing systems, as opposed to only 7% for single-screen cinemas), and the same applies, in lesser proportions, for the split between circuits and independent cinemas. By contrast, 16mm film projection is confined to less popular cinemas and films, in municipal cinemas and the like. 
  

  The presence of powerful circuits generally goes hand in hand with good quality cinemas. These companies effectively have the capacity to finance the necessary renovation policies themselves; this is far from being the case for the independently owned cinemas. We should emphasize that, in France, this policy of renovation has been actively supported by the authorities, the investment subsidy being defined by the amount of levy on tickets sold (TSA). 
  

  However, this general rule has exceptions: 

· Any monopoly curbs the propensity to invest and improve the quality of service to the consumer. This is the situation in which Portugal finds itself, and cinemas there remain run down. 

· On the other hand, against all the odds, the absence of dominant circuits has not hampered Germany from undertaking a continuous renovation of its cinemas. 

  
Whatever the country and the type of cinema, ease of access to the cinema and, particularly, availability of parking, is still very limited: 60% of cinemas do not offer privileged access to a car park, and this percentage increases the larger the population catchment area served (i.e. inner cities are worse). 
	 Table 25: Analysis of Cinema Facilities

	 
	Density
Number of Screens per 100,000 Population
	Sound Quality
% with Dolby
	Cinemas
% with more than 6 Screens
	Cinemas
%

Single Screen
	Ticketing
% with computerised ticketing
	 

General Indicator

	Belgium
	**
	***
	***
	***
	***
	***

	Denmark
	***
	**
	**
	**
	**
	**

	France
	***
	**
	***
	**
	*
	**

	Germany
	**
	**
	**
	**
	***
	**

	Greece
	*
	*
	-
	*
	*
	-

	Ireland
	**
	**
	***
	***
	**
	**

	Italy
	**
	**
	*
	*
	*
	**

	Netherlands
	*
	***
	*
	***
	***
	**

	Portugal
	*
	*
	**
	*
	*
	*

	Spain
	**
	**
	**
	*
	**
	**

	UK
	*
	***
	***
	***
	***
	***

	EU Average
	**
	**
	**
	**
	**
	**

	Source: MEDIA Salles/BIPE Conseil


  
  
  

	 Table 25b: Legend to table 25 - Methods of estimating quality levels

	 
	*
	**
	***

	Density  
Number of Screens per 100,000 Population
	1.5 < x < 4
	4  x  6
	6< x < 8

	Sound Quality  
% with Dolby
	10% < x < 30%
	30%  x  55%
	55% < x

	Cinemas  
% with more than 6 Screens
	0.5% < x < 5%
	5%  x  15%
	15% < x

	Cinemas  
% Single Screen
	x > 60%
	30%  x  60%
	x < 30%

	Ticketing  
% with computerised ticketing
	0% < x < 20%
	20%  x  35%
	x < 35%

	General Indicator  
Total number of points
	5 < x < 7
	7  x  12
	x < 12

	Source: MEDIA Salles/BIPE Conseil
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	 Table 26: Percentage of cinemas equipped with computerised ticketing

	Single-screen cinemas
	7.1%

	2 screen complexes
	30.8%

	3 to 5 screen complexes
	50.4%

	6 to 7 screen complexes
	62.3%

	Complexes with 8 or more screens
	90.0%

	All Screens
	39.3%

	Source: MEDIA Salles/BIPE Conseil


  
  

	 Table 27: Percentage of cinemas equipped with computerised ticketing

	Cinemas belonging to a circuit
	63.7%

	Independently owned  
cinemas
	17.3%

	Cinemas owned by public authorities, or a non-profit making organisation
	 

24.1%

	Source: MEDIA Salles/BIPE Conseil


  
  

	 Table 28: Projection equipment 

	 
	16mm Projector
	35mm
Projector
	70mm
Projector

	All Screens
	9.1%
	99.0%
	5.8%

	Cinemas belonging to a circuit
	4.5%
	98.9%
	5.1%

	Independently owned cinemas
	8.5%
	99.2%
	5.8%

	Cinemas owned by public authorities, or a non-profit making organisation.
	 

43.2%
	 

98.2%
	 

11.5%

	Source: MEDIA Salles/BIPE Conseil 


  
  
Conclusions 
  
The level of cinema modernisation is varied. The creation of cinema complexes brought with it in the 1980s the rise of modern multiplexes, but the next stage, which consists of equipping the cinemas with top of the range equipment (stereo; catering infrastructures) has only been carried out by the circuits and a handful of independent cinema owners in countries where the government has not implemented a policy of renovation, or where the appearance of the multiplexes has been delayed. The influence of the multiplexes on the average quality of cinemas is evident, in countries like the United Kingdom, Belgium or even Germany. For the spectator, the development of the multiplexes meant cinemas endowed with a technical quality and comfort hitherto unknown. Moreover, this increased competition constituted, without doubt, an incentive for other operators, forcing them to make a considerable effort to modernise. This explains why the Belgian cinema industry is, from the technical point of view, one of the best in Europe. Amongst the countries in southern Europe, Spain boasts the best conditions: the rate of installation of Dolby systems, and the proportion of multiplexes clearly ranks it higher than Greece or Portugal. 
  
 4.2 Programming 
  
The current situation 
  
At the national level, like the European, admissions become concentrated around an increasingly restricted number of films - some countries have witnessed the near-doubling of the percentage of admissions for the Top Twenty films. On the other hand, the total number of films distributed has considerably diminished during the course of the past few decades, and amongst them, the number of second-run films have declined spectacularly as a result of the electronic distribution channels, particularly video. 
  
On a European level, it is no exaggeration to say that distributors are no longer interested in "old" films, out for more than a year or indeed six months, and that cinemas which previously specialised in this type of scheduling are disappearing. This phenomenon has been particularly noticeable in some countries, such as Denmark, where the number of films distributed each year has fallen to 40% of the 1984 level, and where almost all the fall in volume is attributable to the decline of second-run films. 
  
It is appropriate to wonder whether, in the context of this change in releases, veering towards first-run films which, in a number of countries are increasingly of US origin, is healthy for the exhibition sector: in this context, it is interesting to observe that the US exhibition market retains a large number of second-run cinemas; these show a choice of films at reduced prices after they have been released as first-run and before (indeed in some cases at the same time as) they go out on video. 
  
The scheduling policies changed with modifications in the distributors' marketing strategy. They are moving in the direction of applying a strategy of releasing mainly American "blockbusters", which are only shown for a short period of time. The life cycle of films in the cinema is considerably reduced, changing from around 2 years at the beginning of the 1980s to less than 6 months nowadays. This increasing recourse to policies of "intensive scheduling" reinforces to an extent the position of the distributors, especially where screens are plentiful. Accordingly, the distribution sector is still more integrated than the exhibition industry, and is marked by a much stronger presence at the European level of the US majors. 
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	 Table 29: Number of films programmed in 1992

	 
	Annual Average

	Single-screen cinemas
	64

	2 screen complexes
	81

	3-5 screen complexes
	97

	6-7 screen complexes
	112

	Complexes with more than 8 screens
	138

	All Screens
	86

	Source: MEDIA Salles/BIPE Conseil


  
  
 The nationality of programmed films 
  
In the course of the last two decades, a rapid growth of the US films' market share has been witnessed, in terms of numbers of admissions to European cinemas: in France, the country least affected by this phenomenon, US films recorded 20% of admissions in 1973 and almost 60% in 1992! (see table no. 30). 
  
This progression was mainly at the expense of European films, particularly non-national films; during the same period, the share of admissions for European films effectively slumped. In 1992, the European average in terms of market share of admissions showed US films at 74%, European films (national and non-national) at 24% and the rest of the world at 2% in terms of total numbers of admissions. 
  
Part of this massive transfer of admissions to US films is tied to the changes in releases: in some countries, the number of national films decreased, becoming almost marginal, but films from across the Atlantic also gained market share in countries like France, where national production is still important. The market share of US films is also linked to the intensive release technique known as "American". 
  
In line with the pattern of intensive marketing, US films with considerable potential benefit from a high number of prints released simultaneously in a national market (400 prints in France, 500, or even 600 in Germany, against, in the larger countries, only about a 100 prints of a European film with relatively good potential)(6) which gives them an overwhelming advantage in the admissions stakes. Investment in advertising and promotion are maximised, allowing the majority of national admissions to be achieved over a period of one or two weeks. 
 (6) with few exceptions 

France stands out from the other European countries, with the lowest admission rate to films coming from the other side of the Atlantic, well ahead of the other European countries. This result must be principally due to the well made French films, which retain at the present time 35% of admissions, or almost twice the European average. National films also maintain an honourable level in the United Kingdom, Italy and Denmark. In countries where the operation of the cinema production industry is very small, it is completely marginalised (Portugal, Greece, Belgium etc.). In all cases, the decline in admissions is less a consequence of the greater influence of US films than a decline in European films. 
  
   

	 Table 30: Nationality of Programmed Films

	 
	US Films' share of admissions
	European films' share of admissions
	Of which national films
	Art-houses' share of screens
	Art-houses' share of admissions

	Belgium
	73%
	23%
	4%
	4%
	4%

	Denmark
	78%
	18%
	15%
	6%
	6%

	France
	58%
	39%
	35%
	14%
	15%

	Germany
	83%
	16%
	10%
	15%
	16%

	Greece
	93%
	5%
	2%
	0%
	0%

	Ireland
	88%
	12%
	8%
	2%
	4%

	Italy
	69%
	30%
	19%
	11%
	10%

	Netherlands
	79%
	16%
	13%
	11%
	8%

	Portugal
	85%
	10%
	1%
	8%
	3%

	Spain
	77%
	22%
	9%
	6%
	6%

	UK
	86%
	13%
	12%
	5%
	3%

	EU Weighted Average
	 

74%
	 

24%
	 

17%
	 

11%
	 

10%

	Source: MEDIA Salles, London Economics, BIPE Conseil


  
  
In the majority of countries where the nationality of films shown in cinemas is not subject to regulation (everywhere except Spain) the share of European films, not including the national films, comes between 2 and 6% of the total number of admissions. Italy, Belgium and Portugal are the exception to this. The importance of the non-national European film in Belgium and Portugal has to be put in parallel with the almost total absence of national films at the box office. European films which do not benefit from the same distribution strategies as the North American films are rapidly marginalised, and removed from the hoardings (few prints, therefore few cinemas, low promotional budgets and, as we have described in more detail, absence of dubbed versions). This low performance by European films is linked to the disappearance of European films with wide public appeal. 
  
Spain clearly stands apart from other countries when it comes to the market share of admissions for European films: its total share of European films is high (about 22%, making it the third country after France). However, over 12% of total admissions are linked to showing non-national European films, a result almost twice the European average. One cannot help but see in this result the direct effect of the Spanish exhibition quota, which oblige operators to schedule European films one day in every three. The quota badly received by the exhibition industry, benefits non-national European films the most, because the small number of Spanish films produced does not allow the national film to consolidate the share of admissions which, for example, a French film achieves in its own territory. 
  
The quota brings with it many unintended effects, particularly that of limiting the profitability of cinemas. A wilful strategy on quotas may have the side-effect of a deterioration of profitability for exhibitors. This effect drove the Spanish exhibitors to take strike action against the measures in December 1993. 
  
The subtitling and dubbing of films 
  
The survey confirms that in relation to this issue, there are two categories of European countries: 

· those who systematically subtitle films made in a foreign language: this is the case for most of the smaller countries, particularly in North Europe 

· those who systematically dub films with wide public appeal, even if they are released in some cinemas in their original version, and where only art-house and experimental films go out in a subtitled version (this is the case in France, Italy, Spain and Germany, and, to a lesser extent, in Belgium). 

All this affects the large majority of US films in non-English speaking countries. It seems, however, that neither dubbing nor subtitling changes the attitude of the public in relation to the film's nationality. 
  
The cinema audience of continental Europe is very different in this respect from the US one, for who, in cinemas as well as through the electronic media, a subtitled film (or one which has a soundtrack with regional accents) is automatically categorised, as a result of this criterion, as art-house (as the general public there is not at all accustomed to the soundtrack being at variance with the picture, they are therefore very resistant to dubbing, and that excludes European films from the main exhibition circuits). 
  
A comparable process is at work, to the detriment of non-dubbed firms, in the European countries mentioned above who practise dubbing; the audience there is not used to "consuming" subtitled feature films. For economic reasons, it does not pay to have a subtitled film (vital to satisfy audiences loyal to European and art-house films) and a dubbed version in order to offer the major circuits a film with wider appeal; the production of two versions is only economically justified by a very large number of prints. 
  
This technical problem combines with the limited power and the low level of internationalisation of European distributors to isolate the majority of non-national European films from the mass distribution channels, particularly in Germany, France and Italy, in spite of the various subsidies granted them by national governments or the EU. By targeting niche markets national producers seem to have cut themselves off from the general public, who are left to watch only American films. 
  
Programming strategies by type of exhibitor 
  
Generally, few exhibitors, and among them, even less of the independent cinema owners, have the opportunity to develop a proper programming "strategy". Globally, for circuits as well as amongst the independents, programming policy is very dependent on relationships with distributors, and on the number of prints in the market place. To all intents and purposes, cinema programming at a national level is carried out by the distributors, who control the distribution plan by giving a film priority screening at cinemas of their choice. 
  
Exhibition has little influence over cinema programming (outside Art and Experimental). In general there is little difference between the programming of the circuits and that of the independents, although some factors are different (particularly that more films from the rest of the world are shown at independent cinemas). The programming of municipal cinemas and associates stands out, at the EU level, from the other categories of exhibitor: the percentage of national films they programme is appreciably higher than the average for all exhibitors (20.5%); that is also the case for the percentage of films coming from the rest of the world (5% for municipal cinemas against 1.85% for the networks). 
  
This analysis is confirmed by comparing two other criteria (see Fig no. 25): 

· the percentage of all screens operated and programmed by independents, who choose their own programmes, and 

· the admission statistics for European film. 

There is no positive or linear correlation between these two indicators: countries where independently-programmed cinemas are most numerous do not turn out to be countries where European films fare best. This conclusion runs a little contrary to the hypothesis that independent exhibition favours European films. There is every indication that independent exhibition cannot be easily distinguished from the circuits' programming strategy. The independents are also looking for films with high potential, and to minimise their programme risks. 
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The survey revealed that the task of programming a cinema is especially complex when it involves a single-screen, and when this cinema is run by the local authority: if we look at numbers of different films programmed per year, a complex with 8 screens only shows twice as many different films a year as the average single-screen cinema (65 films per year); while a network cinema only programmes 80 films a year, a municipal cinema schedules 130. This is because single-screen cinemas have to be sure of a very varied programme so as to avoid boring their customers, particularly in less competitive customer areas, and because art-houses, which tend to be single-screen cinemas, opt more often than others for a repertory programme, which increases the number of film shown per screen per year. 
  
The number of films programmed in these cinemas multiplies the amount of negotiations with suppliers for cinemas which are responsible for their own programming; it obliges them to vary to whom they talk. 
  
This runs contrary to the programming strategy of the multiplexes and their impact on the rest of the sector. As we have seen, the principal multiplex operators carry out a policy of optimising their investment by programming the maximum number of showings a day per screen, and parallel to this, the increase in screens per complex allows them to simplify their programming to usually show only one film per screen per week. They tend to opt primarily for films with a high potential, which are principally American and less often national. This also drives them rapidly to remove from their screens films with less potential; these are only on view for a short time, and rarely therefore have time to build up word-of-mouth, which is so crucial to the success of an independent film. 
  
One therefore has good reason to believe that, in spite of their orientation towards a policy of supplying "all products", the multiplexes' impact on the various different exhibition markets will still work to increase the degree of concentration of admissions and on a small number of films, unless it is balanced by policy measures to diversify programming. 
  
Art-house and Experimental 
  

  The cinemas 
  
In some countries, the concept of "Art-house and Experimental cinemas" is not officially defined (Denmark, Portugal, Ireland, Belgium etc.). It then becomes a practical definition; the exhibitors who programme films which are not generally chosen by the main circuits are grouped together as "Art-house and experimental". In Greece, one can say that the concept of Art and Experimental cinema does not even exist in fact. In most other countries, the definition of an Art and Experimental cinema (or "art-house") is more precise, in the sense that it is often, as in France, a condition for allocation of subsidies. 
  
In these countries, giving a cinema art-house status is principally a question of its programming. In order to be classified as Art and Experimental, the majority of the cinema's programming must be of Art and Experimental films. But the definition of an art-house or experimental film is itself variable according to the country: 

· on the one hand, defined according to the types of films which appear in this category: 

  
According to the CNC in France, art-house and experimental films have the following characteristics: "films possessing incontestable qualities, but not having achieved the audience they merit, films having a much sought after character or novelty in the cinematographic domain, films reflecting the life of a country whose film products are not often distributed in France, re-releases which have artistic or historic interest, particularly those considered as "cinema classics", short films which refresh the cinema-going experience by their quality; [...] recent films which have received critical acclaim and public approval, and which can be considered as making an important contribution to cinematographic art; amateur films of exceptional character". 
  

on the other hand, defined according to the method of classifying films known as art-house and experimental as the same; this, despite definitions, will of course be arbitrary.

The programming threshold of this type of film which is necessary in order to classify a cinema as "Art-house and Experimental" also varies according to country. In France, an art-house and experimental cinema must programme between 35% and 75% of films which are classified as art-house and experimental. In Spain, a cinema only has to show un-dubbed films classified as art-house and experimental for between 25 and 100 consecutive days to belong to this category. 
  
The notion of art-house and experimental is extremely variable, and would merit analysis beyond the scope of this overview. Bearing such reservations in mind, the number screens varies widely according to country. There are about 500 each in Germany and in France, more than 300 in Italy, 80 in the UK and 48 in the Netherlands. Everywhere else, the sector is less than 20 screens. The sector represents about 15% of screens in France and Germany, 10% in Italy and the Netherlands, and less than 5% in the other European countries. 

  
	 Table 31: Art-house cinemas

	 
	Definition of "art and experimental"
	Number of
A & E cinemas
	As a % of all screens
	Number of admissions to the A & E cinemas
	Market share

	Belgium
	No official definition
	13 - 18 screens (6 - 10 cinemas)
	3-4%
	530,000 - 650,000
	3.12% to 4.1%

	Denmark
	Not formalised
	18 screens
	6%
	1,500,000
	6%

	France
	Definition by CNC: cinemas classified as A&E must programme 35-75% A&E films
	562 (1990)
	14%
	20,200,000 (1991)
	15%

	Germany
	Defined by the Federation (Programkino)
	5001
	15%
	16,000,000
	16%

	Greece
	None
	 
	 
	 
	 

	Ireland
	In practice cinemas showing films not distributed by the leading networks
	3 in Dublin +  
25 film societies in the provinces
	2%
	340,000
	4%

	Italy
	Cinemas scheduling films of artistic, cultural and technical interest, or coming from countries whose films are lesser known
	330
	10.5%
	8,000,000
	10%

	Netherlands
	Defined by the Dutch CICAE: films with little commercial potential
	48 screens  
(21 commercial  
27 municipal)
	11%
	1,100,000
	8.5%

	Portugal
	No official definition 
	15-20
	8%
	360,000 (e)
	3% (e)

	Spain
	Defined by the ICCA: theatres showing 25-100 consecutive days of films in original language version
	According to official definition: 0  
100 showing original language version films
	6%
	 
	6%

	UK
	Art-house: CAA  
Repertory: Yellow List (BFI)
	50 cinemas  
(80 screens)
	5%
	3,000,000
	3%

	1. Of which 300 consider themselves to be A&E.  
  
Source: MEDIA Salles/BIPE Conseil


  

The percentage of admissions achieved by these cinemas is very varied. They attract a sixth of the admissions in France and Germany. Elsewhere their number of admissions represents between 3 and 10% of the total admissions. 
  
In spite of their marginalisation in many European countries, art-house cinemas attract a dedicated audience, fond of old films and small audience films. This is why, in certain European countries, the rate of cinema-going is higher than that observed in the industry -in general. The causes of the relatively buoyancy of a sector known for its elitism and the weak commercial potential of its programming are, without doubt, complex, but one cannot ignore the fact that the art-house sector is the only sub-group of the exhibition sector which has an identity of its own. These cinemas are not only distinguished by a more subsidised economy, but also by well-targeted programming, by having worked at building up a public committed to the cinemas, and by a group of distributors with whom these cinemas have regular and privileged relationships. 
  
It should be noted, however, that in all the countries cited, access to art-house and experimental films is often the privilege of those living in the capital (especially in smaller countries), where almost all the cinemas which belong to this category are concentrated. 
  
Conclusions 
  
The changes in cinema programming strategy in the various countries studied have brought us, in every case, to consideration of the impact of the industry's structures and of the main players in distribution.The distributors effectively control the programming of European cinemas. This sector is both more integrated than cinema exhibition at a European level, and more dominated by the subsidiaries of the US majors or the companies which distribute their products. The absence of any real, common programming strategy amongst European exhibitors taken as a whole plays into the hands of the US distributors with their plans to release profitable films and distribute them through all the available media. 
  
A certain number of factors contribute to reinforcing the American films' ascendancy and their dominance over admissions: particularly the shifting of screens throughout Europe into multi-screen complexes, structures which are not receptive to the non-national European film. The only group of exhibitors who appear to follow a specific programming strategy are those concentrated in the sector known as art-house and experimental. The status of this sector is very varied in different parts of Europe, as its survival, at least in parts, depends on policies of public subsidies. 
  

4.3 Quality of service 
  
As well as the technical level of the infrastructure and the nature of programming, a third dimension helps us characterise the commercial position of the cinemas: the quality of service. This includes, amongst other things, the sale of related products, new methods of payment and the number of weeks per year that the cinema opens: these are the factors which we have chosen to consider here. 
  

The sale of related products 
  
The sale of related products is closely tied to a strategy of cinema renewal: the modernisation of a cinemas is accompanied in many cases by a restructuring of the foyer and the positioning there of a confectionery counter: automatic dispensers have also been successful as a substitute for in-auditorium sales, and more recently cafés have been introduced (see Figure number 26). 
  
Whatever the sales method, confectionery gives a net profit margin of 30-35%. The new methods of marketing related products can, in the most modern complexes, represent sales of 1-1.3 ECU per spectator, or 30-40% of the exhibitors' takings, which is very close to the average results observed in the United States. In cases like these, the suppliers become the real partners of the cinemas. However, in the majority of European cinemas, the turnover achieved by related products remains limited to between 10 and 15% of takings. 
  
This market is still embryonic, and could see substantial developments. But it presupposes an ability to invest the necessary for the relevant modernisation, which nowadays only the multiplexes can generally achieve. 
  
The picture does, of course, vary between a country whose sector conforms to the intensive model, where related product revenues form an integral part of cinema services, and a country following the extensive model, where there is only a marginal diversification of products. Some southern countries form exceptions to this rule (Greece, Portugal), as cinemas there are also bars. 
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 Cinema opening hours 
  
The cinema's hours of business, expressed as the number of weeks open per year and the number of weekly screenings per screen, increases with the number of screens on a site. The hours of business are equally high for circuits and independently-owned cinemas. Multiplexes which do not open 52 weeks of the year are rare, however, only 33% of single-screen cinemas open all the year round. All the others are closed for several weeks, or give way to non-cinema operations (live show etc.). The average European cinema shows films for 48.5 weeks a year, and has around 20 screenings per screen per week (or a little less than 3 screenings a day) (see Tables 32 and 33). 
  
The multiplexes are not only distinguished from the others by a greater diversification of service; they differ from single-screen cinemas because they provide a continuous service. 
  

	 Table 32: Average number of weekly screenings per screen

	 
	Annual Average

	Single-screen cinemas
	16.28

	2 screen complexes
	16.47

	3-5 screen complexes
	19.50

	6-7 screen complexes
	25.16

	Complexes with more than 8 screens
	26.08

	All Screens
	19.82

	Source: MEDIA Salles/BIPE Conseil


  

    

	Table 33: Breakdown of screens by number of weekly screenings per screen and cinema ownership

	 
	Less than 7 screenings per week
	7 to 14 
screenings per week
	15 to 24 screenings per week
	More than 25 screenings per week

	Owned by a circuit
	8.0%
	11.5%
	31.4%
	49.1%

	Owned by an independent
	10.6%
	27.9%
	47.5%
	14.0%

	Owned by a public authority or a non-profit making organisation
	26.6%
	34.5%
	30.1%
	8.8%


  
  
New methods of buying tickets 
  
To develop customer loyalty, exhibitors have introduced new methods of buying tickets, particularly season tickets. These season tickets illustrate real marketing skills: they help the exhibitor be sure of customer loyalty, by allowing pre-payment (and thus making a substantial financial gain); they also constitute a way of predicting behaviour patterns, and facilitate the introduction of new pricing strategies. 
  
The circuits have made abundant recourse to this method of payment. For example, UGC announced that it achieved 15% of its ticket sales through its Privilege Card, which offers the user greater convenience (no queues, preferential prices). 

5  Prospects 
  
 5.1 Installed sites 

  
Number of screens 
  
The future of Europe's cinemas is linked to changes in the balance of openings and closures of theatres. The preceding analyses have indicated that the capacities of the exhibition industry are still going to be limited, despite the upsurge in admissions in several countries. 
  
The extent of the decline will depend on the number of factors: 
  
 · Factors exogenous to the exhibition industry 
  
The economic context 
The maintenance of high rates of interest will penalise the exhibition sector, both in terms of their ability to invest and in terms of their capacity to meet crucial financial obligations. The stagnation of disposable income and unemployment particularly affect young Europeans, who are the heart of the cinema's target audience in numerous countries. Slow, sustained economic growth, provoked by the maintenance of high interest rates, could well hamper, or even damage, the plans of the American groups, who have announced they will build around 120 multiplexes throughout Europe, and the projects of European operators, who have a less strong financial base. The small, single-screen operators will feel the full force of these economic conditions. This pessimistic scenario will accentuate the decline in the number and quality of cinemas. 
  
The technological context 
At the technological level, the next ten years will bring a considerable diversification of the various methods of access to audiovisual products and film in particular. "Pay per view" services are going to be put in place in countries where cable has achieved a sufficient level of penetration (cf Germany in particular). The advances in digital compression will make it possible from 1998 to offer commercial services described by the Americans as "near video on demand", with a wider catalogue for pay per view. These technological innovations will profoundly alter the competitive position of the cinema, and cinemas will have to define their competitive advantages vis-à-vis the home-based services. 
  
Numerous indicators lead one to think that these innovations are likely first to hurt the video market more than the cinema-going one. But as their commercial position grows stronger, negative influences on cinema admissions may ensue in the countries which are well cabled (the Netherlands, Belgium, Germany). Everything will depend on the way US distributors leverage the various different channels for achieving a film's value. 
  
 · Factors endogenous to exhibition: 
  
As well as factors external to the cinema industry, the industry's prospects will depend on trends within each country. To enable an understanding of these, the best variable for anticipating the magnitudes of changes is undoubtedly the occupancy rate of seats. Four countries show a substantial deviation from the average in a negative direction: Spain, Portugal, Italy and Greece. The sector in those countries will experience more closures, often in significant proportions, amplified compared with those of the last ten years. It is precisely in these countries that the largest proportion of "single-screen cinemas" is found. Germany and France will probably see some decline in their exhibition sectors, lessened if the national or regional government implements ambitious policies for the infrastructure which, at the moment, seems unlikely. On the other hand, in the other countries in the EU the movement will be much slower, even if the closure of run-down theatres continues to occur in every country. 
  
These tendencies towards closing cinemas will be compensated for by a regeneration of a part on the sector centred around the multiplex. We note that the only US investors, UCI and Warner, have announced the construction of nearly 1,200 extra screens in the next five years, that is about 120 multiplexes, which represents an investment of nearly $1 billion dollars. Already, in Great Britain, the major players (Warner, MGM, Odeon, National Amusements, UCI) have invested hundreds of millions of ECUs since 1985. (The trade association's figure is 850 million ECUs.) 
  
As in the United Kingdom, Ireland and Belgium, the process of regenerating the sector in highly populated areas is well advanced (one or two supplementary complexes are still to be built in Belgium; UCI and Warner have some projects planned in the London suburbs), the investment to create new capacity will benefit: 
  

· Germany, where UCI has initiated an energetic policy of constructing multiplexes (so far, though, only 3, out of the 14 multiplexes that UCI had proposed to open, have seen the light of day). 

· France, where the national networks have already begun the construction of new cinemas with more than 8 screens (like the Pathé complex recently built at Toulon), and where numerous plans are announced for the next two or three years: Paris-Bercy, for UGC; Lyon and Paris for Gaumont; Thiais (Parisian region) for Pathé, and Lomme on the outskirts of Lille for the Bert family. These initiatives stem from a need to reinforce the position of the integrated European distribution/exhibition companies, and to ward off any eventual potential US entry. The US companies do not have at this moment any concrete project in France, but if the share of French films in the cinemas continues to fall, France may well become a desirable territory for Warner or UCI. 

· Important potential exists for new cinemas in Spain, driven particularly by Warner-Lusomundo and UCI in the big cities, which at the moment are dominated by large capacity screens which are under-used. 

· Italy has so far been bypassed by the grand strategies of the US players but is at present the most attractive market for them in Europe: UCI and Warner are thought to be considering buying out Cinema Cinque. Technical improvements to the industry have been nationally undertaken in recent years, but despite its decline, Italy has retained a cinema-going tradition which is favourable to a resurgence in activity. 

· By contrast, in countries such as Portugal and Greece, investment in new cinemas has been very limited, because cinema-going is nowadays limited to a small number of large towns. 

From a macroeconomic point of view, there will undoubtedly be a contraction of the industry in the next five years, but in smaller proportions than the decline which occurred in the preceding period. Indubitably, as in video and television, the field for new  investment in this strategy of revitalisation of cinemas will shift towards southern Europe. 
  
A portrait of exhibition 
  
Everything tends to suggest that, if the present trends continue, the "intensive" model described in the first chapter will also gain ground: the absence of powerful Europe-based groups in the production and distribution industry sectors leaves the field wide open to US films. 
The market share of US films is therefore likely to increase further, and that will in turn give the US companies an incentive to control all downstream channels, including those in countries where they are not yet present. France springs to mind in particular, where a plausible hypothesis is that, as the role of French films continues to diminish, US interests will seek a foothold in the market. 
  
These changes will bring with them: 

· a reduction in the number of single-screen cinemas: in 10 years' time, it is likely that the importance of    single-screen cinemas will have substantially declined, even if it is probable that they still represent 20-25% of                screens. Two pillars will still support the single-screen cinema: 

· the prestige cinema, which has developed in some capitals, and which achieves substantial                         occupancy rates by a policy of massive advertising; 

  

· the municipal cinema, a centre of social life of the neighbourhood, or in the town, which will remain the standard for areas with low population density. 
 

· a movement of cinemas to the outskirts of towns in the countries of Southern Europe: in ten years' time, the centre of gravity of the exhibition industry is likely to have shifted to the outskirts. Firstly, social changes have worked in numerous countries to bring about a depopulation of inner-cities. Then the concept of a multiplex involves very large and concentrated investment, and this entails an out-of-town location: the land costs are less, the "outing" requires the use of a car by the spectator etc. 

 
5.2 Admissions 
  
We have shown that, globally in the last five years, the accelerating decline in admissions bottomed out in some parts of Europe, the long-term trends would suggest that there will be a convergence towards a European average of 1.5-2 admissions per inhabitant per year. 
  
If some factors are exerting downward pressure to decrease average levels of admissions (particularly economic and technological factors, as we have seen) the real dynamic of the sector is in the opposite direction; it is favourable if the continent of Europe is taken as a whole. This is certainly the case in the UK, Belgium and Ireland. In fact, the multiplex is in step with the change in demand: towards the "cinema experience", drawing on an intensive advertising strategy, offering technical quality, optimum comfort and easy access. These characteristics are boosting admissions. Certain exhibitors feared that audiences would only be to the detriment of existing cinemas. The English and Belgian examples prove otherwise; neither resulted in a major destabilisation of existing exhibitors: in fact, the market potential created by the multiplexes encouraged the traditional operators to make the necessary investment to raise standards to those of multiplexes. 
  
In contrast, in Germany, as shown by J.Ph. Wolff and R. Bähr, the development of multiplexes has been to the detriment of existing cinemas (see further chapter 1 of Volume 2). 
  
It is important to state that these factors will have their greatest influence in the next five years in countries situated in the south of Europe, but will have much less influence in Great Britain and Belgium. If the surrounding factors prove favourable, exhibition in the EU as a whole could regenerate, with a slow increase in the number of admissions.
Key Points 
  
1. The main weaknesses of European exhibition 
  

· The extreme diversity of national markets makes it difficult to implement action on a truly European scale. This diversity makes itself especially felt at the following levels: 

- structure of the sector (density, type of exhibition) 

- status of the sector vis-à-vis the State 

- concentration in the sector and identity of the key players (nationals, subsidiaries of U.S. majors) 
  

· The case of Greece, where exhibition has almost completely collapsed due to the inertia of both the State and the private sector. 

· Recent market trends (the rapid spread of multiplexes, increasing numbers of multi-nationals as players in exhibition) seem to favour U.S. communications groups, potentially to the detriment of European players. This seems an imminent reality in markets without strong national players or real State support. 

· At European level, we are witnessing a progressive weakening of the less integrated players, especially independent exhibitors with own programming. This weakening is more severe where independents have failed to join forces in associative structures capable of giving them negotiating strength in respect of distributors and other players in the industry. 

· The absence of any real programming strategy on the part of exhibitors is lamentable. It is a failing typical of the industry as a whole, with arthouse screens as sole exception, there being otherwise no appreciable fundamental difference in approach between the independents and the circuits. It is difficult to see how this state of affairs can be avoided in a situation where distributors exert massive control over programming in cinemas. In the circumstances, vertical integration would appear to be the only way of obtaining a measure of control over the type of films shown and their schedules. 

· Again at European level, we may note the increasingly marginal place of non-domestic European product in box-office terms. 

2. The strong points of European exhibition 
  

· The existence of a handful of strong European players, who must secure their national positions and expand into other EC territories (circuits français, Kinepolis Group, UFA, Lusomundo, Nordisk...) by adapting their strategy to fit the new market requirements (creation of multiplexes, modernization of cinemas...). 
  

· Continued high density of cinemas, even in countries where exhibition has shown a marked decrease (such as Italy). 

· A longstanding tradition of organization of the industry (numerous associations or regulatory packages specifically for the cinema were created after the Second World War). This gives a representative or regulatory framework to an industry otherwise based on a highly competitive market economy model. The existence of such administrative or associative units, already in place and operational, could potentially provide the vehicles for a European strategy for the sector. 

· The healthy state of the arthouse sector, which functions as a self-contained branch. Although it is to be regretted that arthouse cinemas should become the preferential vehicle for European cinema, it may be observed that in Europe this is a sector of exhibition which has suffered only a slight decline in admissions, and could even potentially be a growth sector in certain countries. We should maintain, perhaps even extend the arthouse concept, and support a modern conception of the activities of these theatres, which often guarantee a degree of variety in the increasingly standardized programming shown in cinemas. 

· The continued foothold, at European level, of domestic product in the respective markets. 
Annex 1 
  
• Belgium 
   

· Low VAT rate at 6%. 

· Film rental charges set by order of Ministry for Trade. 

· Cinema dependent on the country’s three communities. 

· Low-key regulation (no regulations on block-booking, no attempt to regulate intervals before first releases). 

· Some specific subsidization of exhibitors on occasion. 

  

	 Breakdown of figures

	BELGIUM (1992)
	ECU

	Tax per ticket
	0.6

	Subsidies per ticket
	0.02

	Difference
	0.58

	% of ticket price
	13.61%


  

Results of State intervention 

· Negligible effect as there is very little direct intervention, apart from on rental charges. 

  
• Denmark 
  

· Ceiling on film rental charges for small exhibitors. 

· Funding for investment in modernization, especially sound equipment. 

· Funding for exhibition (in-house activities). 

· No special subsidies to arthouse cinemas. 

· Funding for production and distribution. 

  
  

	 Breakdown of figures

	DENMARK (1992)
	ECU

	Tax per ticket
	1.26

	Subsidies per ticket
	0.50

	Difference
	0.76

	% of ticket price
	15.7%


  
  
Results of State intervention 

· Effective support for cinema modernization. 

· Failure to halt slide in cinema numbers, partially offset by near-capacity admission levels. 

· Average admissions per inhabitant close to European average. 

· No arthouse sector however. 

  
• France 
  
State 

· Regulation of intervals before first showings on tv/video. 

· Tax on admissions ("TSA" = 11.5% of ticket price) and on turnover (4.5%) of television networks, with proceeds going to the cinema support fund, of which a part is used for exhibition (cinema modernization...). 

· Minimum and maximum film rental levels - between 25% and 50% of net receipts. 

· Print subsidies. 

· Special subsidies for the arthouse sector. 

  
Regional bodies 

·  20% of screens are owned and managed by local authorities. 

Upstream 

· "TSA" tax in favour of distribution and production. 

  

	 Breakdown of figures

	FRANCE (1992)
	ECU

	Tax per ticket
	0.88

	Subsidies per ticket
	0.30

	Difference
	0.58

	% of ticket price
	11.3%


  

Results of State intervention 

· A decisive contribution alongside the circuits towards modernization of cinemas. 

· Support for keeping cinemas open, including in low population density areas. 

· Maintenance of significant national production levels in terms of number of films, although the average earning capacity of domestic product is lower than that of non-EC product. 

· Average admissions per inhabitant are slightly above the European average, but not significantly higher. 

· Arthouse sector performs well. 

  
• Germany 
  
Origin 

· Federal subsidies (national film institute), and especially funding from Länder. 

· 2% tax on net receipts. 

  
Destination 

· Interest-free loans to exhibitors. 

· Funding for renovation. 

· Funding for print publishing. 

· Subsidies to exhibition for specialized programming. 

· Subsidies to production and exhibition. 

  
  

	 Breakdown of figures

	GERMANY (1992)
	ECU

	Tax per ticket
	0.40

	Subsidies per ticket
	0.05

	Difference
	0.35

	% of ticket price
	8.1%


  

Results 

· Maintenance of number of cinemas, including in low population density areas. 

· Major domestic production levels, although about 25% of German product never goes on theatrical release. 

  
• Greece 

· Very little intervention in favour of exhibition. 
  

	 Breakdown of figures

	GREECE (1992)
	ECU

	Tax per ticket
	0.46

	Subsidies per ticket
	0.00

	Difference
	0.46

	% of ticket price
	6.1%


  

Results of State intervention 

· Negligible because very little specific action taken. 

  
 • Ireland 

· No specific measures in support of exhibition; no programming quotas, no regulations on film rental or the issue of exclusivity. 

  

	 Breakdown of figures

	IRELAND (1992)
	ECU

	Tax per ticket
	0.42

	Subsidies per ticket
	0.00

	Difference
	0.42

	% of ticket price
	12.4%


  

Results of State intervention 

· No results as no specific intervention in exhibition. 

  
 • Italy  
  
State 

· No specific legislation on vertical or horizontal integration of service. 

· Intervals before first release: video 8 months; pay-TV 12 months; TV 24 months. 

· Tax breaks for cinemas programming at least 25% Italian or EC product per quarter. 

· Specific subsidies for arthouse cinemas (exhibition and investment). 

  
Regional bodies 

· Delays in State subsidies to arthouse sector and exhibitors’ Associations. 

  

	 Breakdown of figures

	ITALY (1992)
	ECU

	Tax per ticket
	0.95

	Subsidies per ticket
	0.04

	Difference
	0.91

	% of ticket price
	20.4%


  

Results of State intervention 

· Performance of arthouse sector matches European average. 

  
 • Netherlands 

· No specific measures in support of exhibition; no programming quotas, no regulations on film rental or the issue of exclusivity. 

· On the other hand, arthouse cinemas receive specific funding from local authorities. 

  

	 Breakdown of figures

	NETHERLANDS (1992)
	ECU

	Tax per ticket
	0.93

	Subsidies per ticket
	0.01

	Difference
	0.92

	% of ticket price
	15.2%


  

Results of State intervention 

· No results as no specific intervention in exhibition. 

· Arthouse cinemas perform well, with a market share above the European average (non-commercial arthouse cinemas). 

  
• Portugal 

· Funding for cinema renovation: levy for subsidies to exhibitors. 

· Programming quotas have been dropped. 

· Tax on admissions (used to finance Portuguese Cinema Institute) also dropped in 1981. 
  

	 Breakdown of figures

	PORTUGAL (1992)
	ECU

	Tax per ticket
	0.18

	Subsidies per ticket
	0.01

	Difference
	0.17

	% of ticket price
	6.4%


  

Results of State intervention 

· Major modernization effort, still insufficient but has resulted in increased attendance per inhabitant. 

  
• Spain 

· Regulated admissions and aid to box-office (covering equipment and programming). 

· Quotas for European product in schedules (1 day of European product for every 2 days of non-European product). 

· Restrictions on commercial television showings: 2 years after first cinema release before first showing on a private channel - reduced to 6 months for coproductions). 

· Automatic and selective subsidies and state participation. 

· Funding for cinema renovation in rural areas. 

  

	 Breakdown of figures

	SPAIN (1992)
	ECU

	Tax per ticket
	0.20

	Subsidies per ticket
	0.03

	Difference
	0.17

	% of ticket price
	6.1%


  

Results of State intervention 

· A major modernization effort partly absorbed by State help 

· Very high box-office levels for European product compared to other European countries 

· Offset by reduced profitability of exhibition, which frightens off investment in modernization 

  
• United Kingdom 

· No specific measures in support of exhibition; no programming quotas, no regulations on film rental or the issue of exclusivity. 

  

	 Breakdown of figures

	UK (1992)
	ECU

	Tax per ticket
	0.82

	Subsidies per ticket
	0.01

	Difference
	0.81

	% of ticket price
	20.6%


  

Results of State intervention 

· No results as no specific intervention in exhibition. 

  

	 Marketing and receipts of exhibition country-by-country

	Indicator 
	B
	D
	DK
	E
	F
	GR
	I
	IRL
	NL
	P
	UK
	EU average

	Average ticket price (ECU)
	4.26
	4.32
	4.84
	2.75
	5.11
	2.85
	4.45
	3.38
	5.51
	2.63
	3.92
	4.19

	Total tax per ticket (ECU)
	0.60
	0.40
	1.26
	0.20
	0.88
	0.46
	0.95
	0.42
	0.93
	0.18
	0.82
	0.65

	Total subsidies per ticket (ECU)
	0.02
	0.05
	0.50
	0.03
	0.30
	0.00
	0.04
	0.00
	0.09
	0.01
	0.01
	0.09

	Difference
	0.58
	0.35
	0.76
	0.17
	0.58
	0.46
	0.91
	0.42
	0.92
	0.17
	0.81
	0.28

	Inclusive % of ticket price
	13.6
	8.1
	15.7
	6.1
	11.3
	6.1
	20.4
	12.4
	15.2
	6.4
	20.6
	6.6


  

Annex 2: Country Studies
  



Belgium


 Key Points 

 Concentration of exhibition. 
  
 The absence of vertical integration. 
  
 The number and size of multiplexes (up to 24 screens). 
  
 The foreign development plans of the Kinepolis group. 
 
 The high technical quality of the complexes. 
 
 The absence of significant intervention by the public authorities.

  
Screens and Admissions 
  

	 
	 Belgium
	EU
	Belgium
	EU

	 
	Admissions
	Admissions
	No. of screens
	No. of screens

	1960-92
	-79%
	-80%
	-74%
	-40%

	1980-92
	-20%
	-38%
	-22%
	-24%

	1985-92
	-7%
	- 3%
	-11%
	- 9%


  

	 1992
	Belgium
	EU

	 
	 
	Average*
	Total

	Number of screens
	431
	 
	16,621

	Number of seats ('000)
	101
	 
	4,509

	Number of admissions per seat
	163
	124
	 

	Total number of admissions (millions)
	16.5
	 
	561.0

	Number of admissions per head of population
	1.64
	1.61
	 

	* unweighted average


  
  

Concentration in Exhibition 
  

	 1992
	Belgium
	EU

	 
	Screens
	Admissions
	Screens
	Admissions

	Market share of Top 3 players
	 

29%
	 

60%
	 

18%
	 

34%

	Market share of independents responsible for own programming
	 

57%
	 

26%
	 

68%
	 

47%


  

Along with Ireland, the United Kingdom, Portugal and the Netherlands, Belgium is undoubtedly one of the European countries where exhibition appears the most concentrated: the three principal players - the Bert-Claeys-Kinepolis group should be seen as a single player - together represent 60% of the market. The cinemas belonging to the Bert-Claeys-Kinepolis group alone account for 40% of admissions. With the opening of the Metropolis at Antwerp, at the end of 1993, its share of the market should then exceed 55%. 
  
In aggregate, the three leading Belgian exhibitors control 126 theatres: they are all directly owned by the companies themselves. The only two outside cinemas whose programming is provided by a circuit are the Beverly Screens Complex and Super City One at Leuven; their programming is provided respectively by Albert and Koen Bert (of the Bert-Claeys-Kinepolis group). 
  
The structure of these leading players and the nature of the cinemas which they own are, however, profoundly different: the Kinepolis group, as it is known, in fact refers to cinemas owned separately or jointly by the Bert and Claeys families, operating as a unit in other respects, as a result of family ties. They are a family-owned company which had its birth in the dramatic development experienced by two exhibitors twenty years ago. This group's sites consist of multi-screen complexes, located in various urban centres throughout the country (Liège, Hasselt, Courtrai), but also, and most importantly, of multiplexes: the Decascoop in Gand, and, in Brussels, Kinepolis, which is considered the largest cinema complex in the world, with 24 screens and more than 3 million admissions per year. In the near future, the group will also be opening another multiplex with more than 20 screens, in the suburbs of Antwerp. 
  
The UGC "circuit" is a subsidiary of the French company of the same name: it owns three complexes, all situated in the capital. 
  
Finally, the third Belgian network, the Heylen "network" (with 25 screens located in Bruges and especially in Antwerp) went into liquidation. This circuit went out of business in September 1993 when bankruptcy proceedings were filed against the proprietor, Baron Heylen, one of the founders of the Belgian exhibition industry. 
  
As well as these leading players, the market contains other "circuits" of a more regional nature: Hanne (since September 1993 the third Belgian network), Rastelli, Hemelaer and Drieghe etc. Superclub, of the Philips group, also owns a complex, in Louvain. 
  
Access by Films to Screens 
  

	 Companies involved in both distribution and exhibition - 1992 
	Distribution market share
(% admissions)
	Exhibition market share
(% admissions)

	Belga (Hemelaer)
	6%
	3%

	Independent Films
	13%
	1%

	Cinélibre
	5%
	<1%

	Excelsior (Heylen)*
	1%
	7%


  * Following the declaration of bankruptcy proceedings against the Heylen group, the company ceased trading in  September 1993. 

  
Looking at Belgium, it cannot be said that access to films is made particularly problematic by the presence of vertically integrated players. There is, effectively, quite a clear separation between the functions of exhibition and distribution: the most important distributors are hardly present in exhibition; the principal exhibitors only exercise a marginal distribution function. UGC, for example, does not carry out any distribution activity in Belgium. 
  
One is entitled, on the other hand, to inquire about the consequences of the concentration experienced at the local market level in the exhibition sector. When looking at films with wide popular appeal, these repercussions appear to be negligible. Without exception, the leading exhibitors are in fact benefitting from a monopolistic or quasi-monopolistic situation in each of the provincial markets where they are present; this makes the question of access to films de facto scarcely pertinent. In Brussels, where competition is lively between UGC and Kinepolis, films are programmed in parallel, owing to the considerable geographical distance between the complexes (Kinepolis on the outskirts, and UGC in the city centre). 
  
For specialised films, the position is only a little more difficult. The distributors which specialise in this segment (essentially Cinélibre) will give priority treatment to the Art and Experimental cinemas which they own, or with which they have close relationships. But this type of programming has little overlap with the provincial programming policy of the principal circuits, so it is reasonable to assume that there is very little cause for conflict. 
  
The problem does, however, become more acute for "quality" films which have received substantial media coverage, as these are at the same time both indispensable to the Art and Experimental cinemas, and to the complexes belonging to the circuits outside Brussels. In practice, the latter seem to benefit from an effective exclusivity over feature films distributed by the majors, whereas Cinélibre gives priority to the Art and Experimental cinemas. 
  
This situation causes conflict. Besides, we cannot rule out within the hypothesis the likelihood that the future will bring an increase, if not an acceleration, of the movements towards concentration which are already occurring. The principal circuits will surely be tempted to use their dominant position in the capital and the large towns to try and obtain exclusive control over particular provincial markets. This trend is likely to be reinforced by the lack of any specific regulation seeking to limit exclusivity practices, as the only recourse for an aggrieved exhibitor is to take an action with reference to the necessity for them of obtaining a specific film. 

  
Ticket Prices and Exhibitors' Shares 
  

	 1992
	Belgium
	EU average

	Average ticket price incl. taxes (ECUs)
	4.26
	4.19

	Average rental as a % of box office net of tax
	49%
	47.2%

	Exhibitor's average share (%)
	51%
	52.8%

	Exhibitor's share of ticket price (ECU)
	1.87
	1.93

	Exhibitor's average share per screen (000 ECUs)
	72
	63


  
  
The average price of a ticket (171 Belgian francs, including tax) corresponds closely to the European average. On the other hand, it is lower than the price reported by neighbouring European countries (France, UK, Germany etc.). Competition, which is particularly strong in Brussels between UGC and Kinepolis, however inhibits any further increase in price. 
  
Agreements to supply films to cinemas are most often in the form of proportional rentals. Sometimes distributors obtain a minimum guarantee from the weakest cinemas. In the case of very small establishments, rentals are sometimes based on a fixed fee, but this practice is quite unusual. 
  
A government order fixes the maximum level of rentals as a function of "reference levels", that is to say, in terms of the average number of admissions to the various cinemas. In principle, the rentals cannot be higher than 50% of net takings (35% for cinemas recording an average weekly attendance of less than 300). If, however, during the screening of a film the tickets sold total more than the "reference level" for the cinema concerned, then the maximum rate can be 55% (40% for smaller cinemas). This mechanism has been formalised by an agreement between exhibitors and distributors which provides for a "sliding scale", as a result of which the exact remuneration of the distributor is determined with reference to the commercial terms negotiated between himself and the exhibitor, the recorded performance of the film, and in relation to the "reference level" of the theatre. 
  
In spite of their legal status, these terms are not always respected: one quite often sees distributors - amongst them the independents - applying less favourable (to the exhibitors) conditions than those provided by the regulations. Despite this, there are very few cases brought to court; the majority of exhibitors prefer to settle amicably their differences with the distribution companies. 
  
According to the National Institute of Statistics, box office receipts (including tax) are distributed as follows: VAT, local taxes and copyright, 14.6%; distributor's share, 38.1%; exhibitor's share. 47.3%. In relation to net receipts, the distributor's share increases to 44.6%. This estimate, however, is a lot less than the 49% rental posited (for 1987-88) by the national cinema federation, the FCB. If this latter estimate, which effectively corresponds to the figures which circulate within the profession, is correct, it would mean that Belgium would stand alongside Portugal and, of course, Italy, as one on the countries where exhibitors experience the least favourable marketing conditions. 

  
Cinemas Provision 
  

	 1992
	Belgium
	EU*

	Number of screens per 100,000 population
	4.3
	5.24

	Number of seats per screen
	235
	266

	% large screens
	39%
	24%

	% Dolby
	72%
	51.4%

	% multiplexes (7+ screens)
	30%
	10.7%


* weighted average 

  
The decrease in the number of admissions to cinemas resulted in profound restructuring of the exhibition industry: a decrease in the number of screens, a reduction in the average number of seats, and, as a corollary to these two preceding phenomena, a rapid fall in the total capacity of the sector (ie the number of seats) which has been divided by eight in the space of thirty years. 
  
These movements have obviously affected the rural and semi-rural areas most; the areas of higher population proved more resistant to change: whereas 10% of screens were located in the large towns (more than 100,000 population) in the country 30 years ago, today nearly 45% are there. Inversely, communities with less than 20,000 inhabitants, which in 1960 had two-thirds of the cinemas, today only possess a mere 15% of the screens, and account for only 4% of box office. 
  
In a first instance, in the towns, multi-screen complexes were developed. The population density (more than 300 inhabitants per square kilometre) and geographical concentration of Belgium both favour the building of multiplexes (more than 10 screens) in Brussels, Gand, Charleroi, Mons, and now at Antwerp. Amongst the country's five cities, only Liège does not yet have a multiplex, but there, too, there is a project to build one. 
  
For the audience, the development of multiplexes brought hitherto unknown comfort and technical quality. Moreover, this competition acted as a spur to other operators, forcing them to put considerable effort into modernisation. This explains why the Belgian sector is, from a technical point of view, one of the best in Europe. 
  
This modernisation has especially helped to check, or in some cases, to stop, the slump in the number of visits: the opening of the Decascoop in Ghent has already, since the beginning of the 1980s, brought a revival of cinema-going in that town. In Charleroi, the number of admissions increased by nearly 50% in the 4 years following the opening of Carollywood, and in Brussels, the figures leapt 30% in 3 years after the opening of Kinepolis. Moreover, the largest complexes show the best films; have the best seat occupancy rates (for example, nearly 8 visits per seat per week at Kinepolis against a national average of 3.5); seats are more expensive there; and they record the best monthly results per screen (nearly BF 2 million per screen at Kinepolis, against a national average of BF 0.5 million). 
  
  
Programming 
  

	 1992
	Belgium
	EU*

	US films' market share
	73%
	74%

	European films' market share  

          - of which national films
	23%

 

4%
	24%

 

17%

	Art-house & experimental: screens as % of all screens
	4%
	10.8%

	Art-house & experimental: share of admissions
	4%
	9.7%


* weighted average 

  
As the principal circuits try to achieve a quicker return on investment, the number of showings per screen has clearly increased: from 713 showings per year in 1980 to 1,002 in 1991. 
  
In other respects, the increasingly urban nature of the sector has worked to limit the number of cinemas which close certain days each week, or for certain periods during the year. In 1960, only one cinema in two was open all year round; but as a result of these trends, this proportion is now more than 70%. 
  
The increase in the number of screens per complex has led exhibitors more and more to organise their programming according to the principle of one film per screen. Among the cinemas open all year, there are scarcely more than one in five which present two or more different programmes each week. 
  
Allocating one film to each screen each week constrains the exhibitors to choosing films which seem most likely to prove profitable, that is primarily American films. The market share of American films was less than 60% in 1986/87; it nearly achieved a level of 80% in 1991/92. During the same period, the market share of European films has dropped, from 32.6% to 18.9%. Other statistics confirm this phenomenon: amongst the 20 top films at the Brussels box office in 1991/92, only two films were not US productions. 
  
Many European films, which achieve performances below the increasing levels demanded by the complexes, are quickly taken off the screen, without being given a chance to get established. It seems that occasionally even the self-image of these new complexes may preclude the more demanding films. It is also significant that specialist films, coming from the EU frequently achieve better results in the modest Art and Experimental cinemas than they do in the large complexes in the capital or principal towns. 
  
Despite the above mentioned trends towards concentration, about a dozen cinemas still survive in the large towns which can be grouped together into the "Art and Experimental" category. In fact, they are the only cinemas to show a wide variety of non-national EU films. Their market share is obviously limited (between 3 and 4%), particularly as these establishments are not found - with the exception of Courtrai - outside the larger urban areas. 
  
  
Role of the Public Authorities 
  

	 1992
	Belgium
	EU*

	Taxes:  

- VAT  
- Other taxes  
- Rights (musical)  
 
	 

 

6.00%

9.60%

1%
	 

 

10.80%

5.18%

-

	- Total/ticket (in ECU)
	0.60
	0.65

	Financial assistance:  

- Total (in ECU Millions)
	 

 

0.40 (est)
	 

 

52.7

	          - Per ticket (in ECU)
	0.02 (est)
	0.09


* unweighted average 

  
Cinema admission is subject to VAT at a reduced rate of 6%. There is also, in most places, a local tax on exhibition, which is also applied to box office. This latter can vary, according to the area, from 0 to 20%. It averages at 9.6% of box office. The cumulative effect of these two measures is to return to the public authorities nearly BF 400 million per year, that is an average of BF 1 million per screen. 
  
Since 1980, cultural affairs have ceased to be the responsibility of national government, and have become that of the three Communities: the French, the Flemish and the German. When it comes to economic affairs, exhibition still comes under the national government, as a responsibility of the Ministry of Economic Affairs. It was this Department which was responsible for the regulations relating to film rentals. 
  
With the exception of that regulation, intervention in the exhibition sector has been rather rare: there is no specific regulation in existence, for example, to limit exclusivity practices or block-booking. Finally, there are no regulations seeking to define rules concerning windows for feature films (cinema, video, pay TV, free TV). 
  
Public subsidies to the exhibition industry also depend on the country's various "Communities". There are no subsidy mechanisms in Flanders or Wallonia for investment or operation. Even the Art and Experimental cinemas are not generally in receipt of subsidies. 
  
Some of them, however, benefit from a specific aid, which is given in practice case by case. Some cinemas also benefit from a refund, or indeed an exemption, from local taxes on exhibition. The European support from MEDIA Salles or Europa Cinémas must also be mentioned. Whatever the source of the subsidy, total aid given to cinemas is less than BF 20 million, which is 20 times less than the amount collected by the public authorities from its levies on tickets. 
 
Annex 2: Country Studies   



Denmark


Key Points 

 The structural influence of industry groups and associations of exhibitors. 

 The geographical concentration of the exhibition industry in the capital (50% of admissions). 

 The scarcity of multiplexes. 

 The continued strength of national films, and the decline of European films, in terms of admissions. 

 The substantial intervention of public authorities, through high taxation. 

 The strategy of the American majors (associated with the leading national players).

  
Screens and Admissions  
  

	 
	 Denmark
	EU
	Denmark
	EU

	 
	Admissions
	Admissions
	No. of screens
	No. of screens

	1960-92
	-80%
	-80%
	-31%
	-40%

	1980-92
	-46%
	-38%
	-33%
	-24%

	1985-92
	-23%
	- 3%
	-26%
	- 9%


  

	 1992
	Denmark
	EU

	 
	 
	Average*
	Total

	Number of screens
	315
	 
	16,621

	Number of seats ('000)
	52
	 
	4,509

	Number of admissions per seat
	165
	124
	 

	Total number of admissions (millions)
	8.65
	 
	561.0

	Number of admissions per head of population
	1.68
	1.61
	 

	* unweighted average


  
  

Concentration in Exhibition 
  

	 1992
	Denmark
	EU*

	 
	Screens
	Admissions
	Screens
	Admissions

	Market share of Top 3 players
	 

18%
	 

49%
	 

18%
	 

34%

	Market share of independents responsible for own programming**
	 

78%
	 

62%
	 

68%
	 

47%


* weighted average 
** the Grand Teatret is included in both categories which explains why the total number of admissions is greater than 100% 
  
  
The vast majority of Danish operators are independents responsible for their own cinema's programming: they account for 72% of screens excluding those operated by associations and town councils, and 78% of all screens. With 62% of admissions, the independents are in the majority, and control a much bigger share of the market than their European counterparts. 
  
The leading player is the Nordisk-MGM group, with 30% of the national market by admissions. It has a vertically-integrated structure and the advantage of the best sites, as well as a privileged relationship with distributors, MGM-Nordisk Film Biografer AS, it managed 8 cinemas in 1992 (4 of which are located in Copenhagen), and a total of 47 screens. With only 14% of sites, the group accounts for 30% of national admissions, and they are the only operator in Denmark which a real "industrial" strategy. The other circuits bring together only a handful of screens each. Nordisk is a national enterprise which has played a dominant part in the evolution of the Danish cinema industry. 
  
There is therefore very little centralised programming; outside the theatres held by the circuits and the three cinemas affiliated to the MGM-Nordisk distribution network (for which the group does the programming), the other operators are all responsible for their own programming. 
  
Parallel to the marked dichotomy of this market, with, on the one hand a small number of circuits operating in the best locations holding a privileged position in respect to access to distribution, and, on the other hand, a majority of small family-run single cinemas, it is worth noting the vital importance in the economy of the sector of associations of exhibitors who contribute to strengthening the negotiating power of the small isolated exhibitors. 

  
The four principal associations form groups which negotiate terms of business for showing a film in their theatres with the distributors. They are: 

· the association of first-run cinemas in the big cities (Copenhagen, Århus, Odense and Ålborg). They group together all the circuits, and a few independents, and control between them 65% of admissions (in only 14 cinemas); 

· the association of big regional cinemas, located in the major towns, which group together 14 establishments and represent 16% of the market by admissions; 

· the association of regional cinemas, which accounts for 19 establishments and 10% of admissions 

· and finally, the association which covers small cinemas, bringing together the rest of the operators, representing 9% of the market. 

 

Access by Films to Screens 
  

	 Companies involved in both distribution and exhibition - 1992 
	Distribution market share
(% admissions)
	Exhibition market share
(% admissions)

	MGM-Nordisk
	40% (Nordisk)
	36%

	Dagmar Scala-Warner
	22% (Warner-Metronome)
	9.5%

	Grand Teatret
	3% (Camera)
	3.7%


  

The two main "integrated" players are also the two biggest exhibitors(7): MGM Nordisk and Dagmar Scala-Warner. 
 (7) and are linked to foreign companies 
  
Nordisk, which has a 50% holding in the MGM Nordisk group, both produces and distributes films (its distribution operations represent 40% of the market in terms of admissions). In Denmark MGM is part of UIP. The two US majors, MGM and Warner, have a 50% share in the exhibition circuits through MGM Nordisk and Dagmar Scala respectively. Warner controls 50% of the distribution company Warner-Metronome, whereas MGM is not, however, as strong in the distribution field in Denmark, because within the vertically integrated group this function is carried out by Nordisk (which remains the main channel for Danish films). 
  
The most marked feature of local market competition is the dominant position of Copenhagen. It brings together, within the city area, 40% of total admissions; including the suburbs this figure is 50%. The vast majority of local markets, outside the 5 main cities, are monopolies where there is only one cinema for each catchment area. 
  
So it is evident any new market entrant would need to be present in the big urban areas and particularly Copenhagen in order to win a substantial share of the national market. This is the reason why Dagmar Scala, which only manages 3% of Danish cinema screens controls over 9% of admissions: it is only present in the main cities. 
  
The problems of gaining access to prints of successful films are different depending on the group of exhibitors to which a cinema belongs. At the national level, available prints are given to the different groups of exhibitors, with the most profitable being given priority. The cinemas which are known as "exclusive first-run" cinemas in the big cities are guaranteed a copy the moment the film is released. For the other three negotiating groups, access to a film depends on the number of prints made available by the distributor. 
  

The operators claim that the main problems are that the number of prints of successful films is very limited, and that this creates several months delay between when the films are shown in the big cinemas in Copenhagen and when they reach the small exhibitors in the provinces. The monopoly situation which prevails in the majority of local markets makes the problems posed by exclusivity agreements less relevant. The principal obstacle for the cinemas of access to films is not exclusivity agreements; it is the number of prints of the film put into circulation. 
  

Ticket Prices and Exhibitors' Shares 
  

	 1992
	Denmark
	EU average

	Average ticket price incl. Taxes (ECUs)
	4.84
	4.19

	Average rental as a % of box office net of tax
	47%
	47.2%

	Exhibitor's average share (%)
	53%
	52.8%

	Exhibitor's share of ticket price (ECU)
	1.90
	1.93

	Exhibitor's average share per screen (000 ECUs)
	52
	63


  
Commercial agreements between players are not subject to regulation; the only restriction is the way that the Danish Film Institute allocates aid to distributors, which imposes on them a maximum rental of 25% for the small exhibitors. 
  
The contractual relations between distributors and exhibitors are determined by the industry associations. In general, commercial mechanisms in Denmark are extremely complex: firstly, as we have already seen, the negotiations between distributors and exhibitors are carried out separately by four groups of exhibitors. Each negotiating group has its own method of calculating payments to distributors and different rental rates. And the calculation itself is also complicated: distributors are paid a proportion of receipts, but a minimum payment is also standard. The rental rate is on a "sliding scale", calculated according to the volume of admissions, and the length of time the film is shown. 
  
Despite the variations in rental rates between groups, in 1992 the average national rental rate of around 47% was close to the European average. 
  
Cinemas Provision 
  

	 1992
	Denmark
	EU*

	Number of screens per 100,000 population
	6.14
	5.24

	Number of seats per screen
	167
	266

	% large screens
	15%
	24%

	% Dolby
	53%
	51.4%

	% multiplexes (7+ screens)
	6%
	10.7%


* weighted average 

At the beginning of the 1970s, almost all cinemas were single screen. The process of transformation occurred from single theatre to multi-theatre sites between 1975 and 1985. The structure and the number of screens has now stabilised. 
  
The standard of equipment in the theatres is relatively good, particularly when it comes to sound, as the Danish government made a particular effort to renovate sound equipment in the 1980s. The majority of screens have stereo sound-systems. It is again worth noting the difference between the different categories of exhibitors: it is obviously the first-run cinemas in the big cities which have the highest technical standards. The second group, the big regional cinemas, has however encouraged its members to modernise by the unusual device (and one which expresses the influence of the industry organisation of the sector) of making an agreement in principle with the distributors whereby the association invests in upgrading its members' cinemas. 
  
Denmark has not witnessed the widespread development of multiplexes. Up to the present, there is only one development of this type, which is the 17 screen complex run by MGM-Nordisk, in Copenhagen. In the whole of Denmark, only a score of establishments have more than three screens. 
  
During the period under consideration, screen performance measured by the average number of admissions per seat per year has consistently fallen (from 275 in 1960 to today's figure of 165). However, this is still a relatively high figure when compared with the European average. This comparatively good sustained rate is partly explained by the low density of sites, and partly by the size of the auditoria which corresponds better to lower levels of cinema going than is the case in most other European countries. 
  
  
Programming 
  

	 1992
	Denmark
	EU*

	US films' market share
	78%
	74%

	European films' market share  

     - of which national films
	18%

 

15%
	24%

 

17%

	Art-house & experimental: screens as % of all screens
	6%
	10.8%

	Art-house & experimental: share of admissions
	6%
	9.7%


* weighted average 

  
As we have already seen, the majority of exhibitors programming decisions are principally determined by print availability. For the majority of them, it is not therefore possible to talk of a programming strategy. Only the theatres in the big complexes at Copenhagen can work out a distinctive programming strategy. 
  
US films' share of admissions is slightly above the EU average (about 78). This proportion has grown rapidly in the last few years, as it was only 58% on 1985. This increase in the attractiveness of films from the other side of the Atlantic is mainly at the expense of European films, with the exception of those from Denmark, which, thanks to a resurgence of Danish cinema since 1989, has kept hold of a respectable share of the market (15%). At present, almost all admissions are either to American or Danish films (93%). 
  
Denmark does not provide any official support or specific aid to the art-house sector. Cinemas which are classified here as art-house are those which offer to the public films outside the mainstream, in other words half of their films are European, or from other parts of the world, or otherwise classified as more specialist. With the sector defined thus, the sector is extremely concentrated, as two-thirds of the admissions are provided by a single cinema: the Grand Teatret in Copenhagen, of which the parent company also controls a small specialist distribution company (Camera). This cinema alone therefore accounts for the biggest share of the art-house sector. 
  
  
Role of the Public Authorities 
  

	 1992
	Denmark
	EU*

	Taxes:  

- VAT  
- Other taxes  
- Rights (musical)  

 
	 

 

25.00%

-

1.00%
	 

 

10.80%

5.18%

-

	- Total/ticket (in ECU)
	1.26
	0.65

	Financial assistance:  

                              - Total (in ECU Millions)
	 

 

4.30
	 

 

52.7

	                    - Per ticket (in ECU)
	0.50
	0.09


* unweighted average 

 The total state levy on box office receipts is very high: the rate of VAT (25%) is equivalent to more than double the European average. This money is however to some extent returned to the exhibition sector in the form of various sorts of financial assistance, which has contributed to maintaining the high quality of cinemas in Denmark. 
  
The Danish government is therefore involved in the economics of exhibition. There are specific regulations for the exhibition sector in Denmark, and various institutions which specialise in the management of financial assistance and the promotion of cinemas. Public funds destined for the exhibition sector are collected by the Danish Film Institute, created by the 1972 Film Act. These funds are managed by the FSI, the inter-industry film committee. It organises festivals and sponsors promotional events at cinemas and seminars. These bodies are also responsible for the regulation and the codes of practice of the sector. 
 
Annex 2: Country Studies


France


  
 Key Points 

 The large number of sites. 

 The high level of integration of the three leading national players. 

 The central role of the public authorities. 

 Paris' privileged position in the economy of exhibition. 

 The absence of international players in the French exhibition industry. 

 The maintenance by European films of a substantial share of admissions. 

 The phenomenon of "municipalisation" of theatres in rural areas.

  
Screens and Admissions 
  

	 
	 France
	EU
	France
	EU

	 
	Admissions
	Admissions
	No. of screens
	No. of screens

	1960-92
	-67%
	-80%
	-23%
	-40%

	1980-92
	-34%
	-38%
	-2%
	-24%

	1985-92
	-34%
	- 3%
	-14%
	- 9%


  

	 1992
	France
	EU

	 
	 
	Average*
	Total

	Number of screens
	4,402
	 
	16,621

	Number of seats ('000)
	972
	 
	4,509

	Number of admissions per seat
	119
	124
	 

	Total number of admissions (millions)
	115.9
	 
	561.0

	Number of admissions per head of population
	2.03
	1.61
	 

 


* unweighted average 
  
  
Concentration in Exhibition 
  

	 1992
	France
	EU

	 
	Screens
	Admissions
	Screens
	Admissions

	Market share of Top 3 players*
	 

12%
	 

33%
	 

18%
	 

34%

	Market share of independents responsible for own programming
	 

60%
	 

40%
	 

68%
	 

47%


* theatres owned by them 

  
The market share of independent exhibitors is still high in France, in line with the European average. The existence of numerous groups of independents should, however, be emphasized: these carry out their programming in a centralised fashion, or coordinate with other members of the group to which they belong. Cinemas where programming is carried out in a centralised fashion, either through circuits, or through groups of independent cinemas, are estimated to have a 60% share of all admissions. 
  
The exhibition sector is dominated by three national circuits, collectively bringing together 517 screens which they own, or nearly 1,000 (if we include all the screens which they programme). They therefore own only a half of the screens which they programme, the others being affiliated and which benefit from the circuit's programming in exchange for a share of their takings. Their market share of admissions is 33.5% for the theatres which they own, and more than half the French market by admissions if we include the screens which they programme. 
  
Amongst the three dominant circuits, UGC leads with 14.8% of the market by admissions with only 5.2% of the screens owned. This big group integrates the majority of activities of the audiovisual sector: production, distribution and advertising. It is also present in foreign exhibition markets, and its Belgian subsidiary manages three important complexes in the city of Brussels. The UGC cinemas, like those of the other two circuits, are located exclusively in urban areas with more than 100,000 inhabitants, and the group's strategy is orientated towards top quality cinemas and multiplexes programmed with a majority of "mass market" films. 
  
  
Access by Films to Screens 
  

	 Companies involved in both distribution and exhibition - 1992 
	Distribution market share
(% admissions)
	Exhibition market share
(% admissions)

	UGC
	8.5%
	14.8%

	Gaumont
	7%
	11.4%

	Pathé
	15% (AMLF)
	7.3%


The national market is distinguished from its European counterparts by the significance of the vertically integrated national players within it. All three principal exhibition circuits are in fact also present in the distribution sector, where they are solidly established, with a cumulative market share of over 30%. UGC and Gaumont also engage in feature film production. It is generally agreed that the maintenance of the positions of the three circuits protects the market against the constitution of either a quasi-monopoly around a national player, as can be seen in Portugal or Ireland, or, more importantly, from the penetration by US players into all segments of the film industry, as is the case in the United Kingdom. 
  
The level of competition between the exhibitors who are found in local markets differs according to the type of geographical area. It has been considerably modified in the last two decades as a result of a large number of cinema swaps, carried out by the three national circuits (particularly Gaumont and Pathé). Following these agreements, Pathé have almost completely withdrawn from the Paris area, and a certain number of provincial cinemas have been exchanged, to achieve, in several towns, monopoly situations for one circuit over the whole catchment area. 
  
It is remarkable to note that, nationally, the cinemas of the three circuits - owned and programmed - control 70% of the sites and 95% of the admissions in towns with more than 100,000 inhabitants, which bestows on them a privileged position in the majority of the most profitable markets. (There are, of course, still some urban areas where an independent exhibitor, with several establishments, controls the majority of the market, but this is more often the case in middle-sized towns than in the main urban areas.) 
  
Because of its statistical importance (23% of the market) and also because of its historic role as a cultural and economic centre, the Parisian area plays a determining role in the success of film releases: a run in the capital's cinemas, or rather the cinemas in key parts of the city decide the success of a film at national level, and is a staging post which cannot be ignored in a successful release strategy. 
  
There is a specific structure in France for resolving conflicts between the various players involved in the distribution of films to cinemas: the "Médiateur du Cinéma". Although this cannot impose sanctions or fines, it has a role of arbitration and mediation; it is a unique arrangement and an increasing number of exhibitors have asked this mediator for help. Conflicts are rarely linked to vertical integration. They mostly concern disputes between the bigger independent exhibitors in the provinces and other independents or the circuits, and deal with the access by cinemas to specific films, granted exclusively to another establishment (named or otherwise). 
  
Ticket Prices and Exhibitors' Shares 
  

	 1992
	France
	EU average

	Average ticket price incl. taxes (ECUs)
	5.11
	4.19

	Average rental as a % of box office net of tax
	47%
	47.2%

	Exhibitor's average share (%)
	53%
	52.8%

	Exhibitor's share of ticket price (ECU)
	2.20
	1.93

	Exhibitor's average share per screen (000 ECUs)
	58
	63


  

The CNC closely supervises all the commercial practices of players in the film industry. It is a public body which has oversight over exhibition. 
  
It regulated ticket prices until 1986. Nowadays, they are not regulated, and are at a level substantially higher than the European average. Some feel that such high prices create a barrier to increased cinema-going. 
  
Strictly proportional remuneration dominates commercial practice. Rentals estimated at 47% after tax, are also relatively high in relation to levels observed elsewhere in Europe. 
  
By contrast to what happens in Germany, Denmark and the Netherlands, French industry organisations (the exhibitors' federation and exhibitors' associations) rarely get involved with negotiations about the commercial conditions which govern relationships between distributors and exhibitors. Rental rates in practice are negotiated case by case between exhibitors and distributors, but they are nevertheless formalised by the State, which stipulates that rentals must be between 25 and 50% of net takings (the average in practice was 47% in 1992). 
  
After deductions of the various levies, and paying the distributors, the exhibitors' share of box office receipts still remains higher than the European average. Part of the levies taken by the State are returned to the exhibitors in the form of subsidies to renovation or to programming. 
  
  
Cinemas Provision 
  

	 1992
	France
	EU*

	Number of screens per 100,000 population
	7.69
	5.24

	Number of seats per screen
	221
	266

	% large screens
	10%
	24%

	% Dolby
	50%
	51.4%

	% multiplexes (7+ screens)
	11%
	10.7%


* weighted average 
  
The density of sites is particularly high in France, as it reaches 7.7 screens per 100,000 inhabitants, which is 50% more than the European average. This high density partly explains why the performances of screens, expressed in terms of admissions per seat (118), is lower than the European average (124), despite a high annual number of visits in France. 
  
The level of modernisation is very uneven: the creation of cinema complexes resulted in the 1980s in there being a majority of multi-screen establishments, but the subsequent stage, which consists of equipping theatres with top of the range equipment (stereo sound, amenities, restaurants) has only been attained by the circuits and a handful of independents. The State is now planning action to improve cinema quality throughout the sector (particularly the "Sound Plan", which seeks to equip 100% of theatres with stereo). 
  
The concentration of public subsidies on the renovation of theatres in the less populated areas, combined with the effect on the industry of the construction of multi-screens in the big cities, must result in a significant improvement in the average quality of the screens in the short term. 
  
The larger multi-screens - 8 screens or more - have only been operating in France since 1991. The initiative to build came mostly from the national circuits, who were already dominant (UGC, Pathé, Gaumont). The complexes already built include up to 15 screens and are located near the centre of the big cities (Lyon, Lille, Toulon, Marseille) and, above all, in Paris, which also accounts for most of the planned multiplexes. 
  
In 1992, complexes with more than 8 screens made up 5% of the market (by screens); those with more than 7 screens made up 11%; this corresponds with the European average, but is still significantly lower than Belgium and the United Kingdom. 
  
  
Programming 
  

	 1992
	France
	EU*

	US films' market share
	58%
	74%

	European films' market share  

  - of which national films
	39%

 

35%
	24%

 

17%

	Art-house & experimental: screens as % of all screens
	14%
	10.8%

	Art-house & experimental: share of admissions
	15%
	9.7%


* weighted average 
  
Although American films have risen at a lightning speed in terms of numbers of visits to the French cinema in the last twenty years (20% in 1973; 60% in 1992!), France is still distinguished today from the other European countries by the lowest penetration rate of films from the other side of the Atlantic, far weaker than the countries in North Europe, where the US films have a market share of 80% or more. This statistic is mostly due to the strong position of French films - admittedly, supported by the public authorities - and not to the maintenance of "consumption" of European films in general. In practice, the market share of films which come from the rest of the EU (4-5% by admissions) is not very different from that found in other EU countries. French films still attract 35% of admissions, which is nearly twice the European average for the market share of national films. 
  
The big integrated circuits each have slightly different approaches to programming: particularly Pathé, which has developed a slightly more "cinéphile" programming policy than the other networks, like UGC. This is because of the history of the company, and of the Edeline family who are closely linked with it, and their involvement in both production and programming at key periods in the evolution of the French cinema. 
  

Generally, few exhibitors and, amongst them, even fewer independents, have sufficient freedom to develop a proper programming strategy. Globally, for both circuits and independents, programming policy is very dependent on relationships with distributors, and on the number of prints released on to the market. 
  
Independent exhibition has therefore not developed around programming policies different from those of the integrated circuits; it is only distinct from the circuits because of a lack of integration, and because of more limited means. 
  
  
There is, however, a sub-group of independent exhibitors with a particular identity: this is the art and experimental cinemas, distinguished by a subsidised economy, a precise schedule of conditions on the subject of programming, and a network logic. The targeted programming of the Art and Experimental sector, and the significant subsidies given to its approximately 600 theatres (these theatres are classified as "Art and Experimental" by the CNC if they programme a significant proportion of films which are themselves classed as art-house and experimental) have enabled the cinemas in this group to maintain a substantial market share (15%) and a satisfactory level of performance, since their share of admissions is higher than their share of theatres, a rare position amongst the different national cases studied. 
  
  
Role of the Public Authorities 
  

	 1992
	France
	EU*

	Taxes:  
                              - VAT  
                              - Other taxes  
                              - Rights (musical) 
	 

5.30%

11.00%

1.50%
	 

 10.80%

5.18%

-

	- Total/ticket (in ECU)
	0.88
	0.65

	Financial assistance:  

                              - Total (in ECU Millions)
	 

 

34.4
	 

 

52.7

	                    - Per ticket (in ECU)
	0.30
	0.09


* unweighted average 
  
  
The system of public subsidies to the film sector is one of the most distinctive elements of the French market. Measured both by the size of funds distributed, and by the diversity of actions taken, France is the country in Europe where the public authorities play the greatest structural role in the cinema's economy. 
  
The amount of subsidy per ticket sold is effectively three and a half times that of the EU average. However, it must be stated that the major contribution of the State in this domain is to organise the re-distribution of revenues within the audiovisual sector: the majority of funds distributed come from levies on tickets (TSA) and on the returns of the other audiovisual industries (broadcasters, pay TV etc.). 
  
The effect of this transfer system on exhibitors' returns is quite significant, because TSA represents 11% of gross takings. However, the rate of real taxation (VAT) is lower than those practised in the rest of Europe. 
  
Amongst the different types of subsidies granted, we must emphasize the importance of print subsidies print. The ADRC - a dependent agency of the CNC - manages a programme financing the making of supplementary prints destined for provincial cinemas. A significant number of prints resulted from this measure in 1992 (nearly 4,000) for a total of 100 US and European films. 
  
Owing to the ADRC's activities, a large proportion of the subsidies are specifically directed towards encouraging exhibition in the regions: particularly its initiative to renovate and maintain the quality of cinemas in the less-populated areas. 
  
As well as action by the national public administration, local government is also significantly involved in the management of the exhibition sector: it is estimated that nearly 20% of screens are owned and at least partly managed by the local authorities. A large proportion of the single-screen cinemas in areas of low population are owned by the local council, and constitute a separate segment of the exhibition industry. The programming of these cinemas is not very different from that of commercial cinemas. 
  
This wave of local government involvement in the exhibition industry is gathering momentum. A large number of regional governments have now signed agreements with CNC concerning the development of exhibition in their area of influence, and are already involved in the financing of programmes to support exhibition. 
  

Annex 2: Country Studies


Germany


  
Key Points 

 The low degree of concentration in the market. 

 Very little vertical integration. 

 The influence of the development of multiplexes on the economics of exhibition. 

 The split between practices in the West and the East of the country. 

 The role of the federal organisation. 

 The part played by industry organisations in the economics of the sector.

  
  
Screens and Admissions 
  

	 
	 Germany*
	EU
	Germany
	EU

	 
	Admissions
	Admissions
	No. of screens
	No. of screens

	1960-92
	-85%
	-80%
	-53%
	-40%

	1980-92
	-35%
	-38%
	-5%
	-24%

	1985-92
	-10%
	- 3%
	5%
	- 9%


* West Germany only 
  

	 1992
	Germany*
	EU

	 
	 
	Average**
	Total

	Number of screens
	3,630
	 
	16,621

	Number of seats ('000)
	725
	 
	4,509

	Number of admissions per seat
	146
	124
	 

	Total number of admissions (millions)
	105.9
	 
	561.0

	Number of admissions per head of population
	1.32
	1.61
	 

	* West & East Germany   
** unweighted average


  
  
Concentration in Exhibition 
  

	 1992
	Germany
	EU

	 
	Screens
	Admissions
	Screens
	Admissions

	Market share of Top 3 players
	 

16.3%
	 

25%
	 

18%
	 

34%

	Market share of independents responsible for own programming
	 

84%
	 

75%
	 

68%
	 

47%


  
  
The first thing that is striking about the cinema exhibition industry in Germany is its "fragmentation": the industry is composed of a large number of screens and of companies involved in exhibition (about 1,200 in 1992), and of independent cinemas, mostly family owned and run. Another characteristic of the sector is the largest proportion of single-screen cinemas in northern Europe (Italy, Greece and Spain also have a majority of single-screen sites). The fragmented nature of the market is further accentuated by its strong regional structure, which makes the sector very difficult to penetrate at the national level by an integrated player. 
  
However, a process of concentration is beginning, as much at the level of geographical distribution of admissions as in the number of companies involved in exhibition: the contribution of single-screen cinemas to the industry is diminishing rapidly, influenced by the entry into the market of big multi-screen complexes located in the main urban areas. The smaller operators who find themselves near to the catchment areas of the multiplexes are beginning to lose ground. 
  
The leading exhibitor in Germany is well ahead of its competitors in terms of the number of screens it controls: the Riech group manages over 400 screens via its various subsidiaries (UFA Theater Ag, Olympic, Heinz Riech etc.). The majority of screens are located in towns with populations of more than 100,000. This company has concentrated, since it was founded in 1945, on the exhibition sector, and now holds a market share in the region of about 15%. The group does not bring together production and distribution activities; it does however control screen advertising in the country. The group is organised regionally, with its administrative centres in the principal cities of North Germany (Berlin, Hamburg, Mainz and Düsseldorf, where it is headquartered). 
  
  
Access by Films to Screens 
  

	 Companies involved in both distribution and exhibition
	Distribution market share
(% admissions)
	Exhibition market share
(% admissions)

	 
	1990-1992
	1992
	1992

	Neue Constantin
	6%
	4%
	1%

	UIP
	17%
	16%
	3%

	Warner
	25%
	26%
	0.2%


  
  
There is only small-scale vertical integration of distribution and exhibition in Germany. The big exhibitors are not involved in the distribution sector, and the distributors (Neue Constantin, Warner) only play a symbolic part in the exhibition industry. 
  
However, it is reasonable to anticipate a growth in the degree of vertical integration parallel to the development in multiplexes: in practice, the firms which enter the multiplex market in Germany are already firmly entrenched in the distribution market (such as Neue Constantin). Moreover, there is a substantial presence amongst them of subsidiaries of the US majors, like UCI and Warner, which are dominant in the distribution sector, particularly internationally. UCI, with 3 multiplexes, is already the biggest non-domestic exhibitor in Europe, and Warner is also present with 1 multiplex. 
  
As far as one can tell, however, vertical integration of distributors and exhibitors does not substantially influence programming strategy: the distributors who control cinemas manage their activities in the different sectors as separate profit centres, and the cinemas are not granted any favours as a channel for the distribution of their films. Nor are the other exhibitors deprived of prints in order to enhance the profit of the cinemas controlled by a vertically integrated group. 
  
The majority of Länder (regional governments), that regulate commercial practices, tolerate exclusive distribution agreements with exhibitors located in the main towns. Certain Länder allow a block-booking practice. Conflicts are rare, and there are regional offices of fair trading who can be called on to arbitrate. 
  
  
Ticket Prices and Exhibitors' Shares 
  

	 1992
	Germany
	EU average*

	Average ticket price incl. taxes (ECUs)
	4.32
	4.19

	Average rental as a % of box office net of tax
	45%
	47.2%

	Exhibitor's average share (%)
	55%
	52.8%

	Exhibitor's share of ticket price (ECUs)
	2.16
	1.93

	Exhibitor's average share per screen (000 ECUs)
	62
	63


* weighted average 
  
The average ticket price is in line with European norms, but emphasis must be placed on the large discrepancy between the prices charged in the East (2.66 ECUs) and those charged in the rest of the country. 
  
Film rental rates are fixed nationally by the distributors, and in the case of films with great potential, which command higher rates, they are negotiated between the exhibitors' and distributors' trade associations. In practice, certain preferential rates are applied to showings in the less profitable local markets where the infrastructure for exhibition is more fragile: this is why industry organisations have fixed the maximum rental for single screen sites in areas with a population of less than 50,000 inhabitants at 45%. 
  
The average film rental charged by the distributors has increased significantly over the last ten years: it has changed from 35% of gross receipts in 1980 to 42% in 1992, that is about 45% of net receipts. This increase in the average reflects the decreasing importance of films outside the exclusive first-run market and shorter time runs of higher rates at the beginning of the period of the run. 
  
  
Cinemas Provision 
  

	 1992
	Germany
	EU*

	Number of screens per 100,000 population
	4.56
	5.24

	Number of seats per screen
	200
	266

	% large screens
	19%
	24%

	% Dolby
	55%
	51.4%

	% multiplexes (7+ screens)
	11%
	10.7%


* weighted average 
  
The first multiplex with more than 9 screens was built by UCI in 1990, and included within the same complex leisure facilities and a restaurant. Nowadays, there are 7 complexes of this sort, which together have 90 screens. In 1992, the total admissions for these theatres, which only represent 2.5% of sites, was more than 6.5% of the national total. In the areas in which they have been built, they have breathed new life to cinema-going. 
  
These multiplexes are beginning to play a crucial role in the exhibition industry. The success of this type of establishment has resulted in a wave of projects emanating from the current operators, particularly UCI, Warner (in conjunction with Neue Constantin), UFA and the Flebbe group, which plan to build more than 20 new multiplexes in the big German urban centres over the medium-term. 
  
The influence of the multiplexes on the average quality of German sites is obvious: the sound equipment of the theatres, now mostly fitted with Dolby stereo systems, is an indicator of the movement towards modernisation which the big complexes' high quality screens have begun. In common with the rest of Europe, the least well-equipped cinemas are those with only one screen, outside the urban areas, which are increasingly rare, and tend to disappear unless aided by the town councils or the Länder. The cinemas in former East Germany are also clearly distinct from those in the rest of the country: they are characterised by single-screen sites, with a big screen and a larger seating capacity than the German average (329 seats in the theatres in the East compared with only 234 in the West). 
  
The large size of East German cinemas in relation to new exhibition strategies is also reflected in the level of their commercial performance: exhibitors in the East achieve only 94 admissions per seat per year, compared with 122 in West Germany. 
  
Average performance in terms of seating occupancy of German cinemas is clearly below the European average (124), and particularly below the average recorded in countries which have a strong multiplex presence (Belgium, with 163 admissions per seat per year, and the UK, with 199). This confirms the duality of the market, which, despite radical changes spearheaded by the presence of multiplexes, is characterised by numerous single-screen operations and still experiencing poor performance levels. 
  
  
Programming 
  

	 1992
	Germany
	EU*

	US films' market share
	83%
	74%

	European films' market share  

  - of which national films
	16%

 

10%
	24%

 

17%

	Art-house & experimental: screens as % of all screens
	15%
	10.8%

	Art-house & experimental: share of admissions
	16%
	9.7%


* weighted average 
  
The codes of practice for programming have evolved alongside distributors' marketing strategies. This relates to the release of mostly American "blockbusters", which are only shown for a very short period. The distributors make available to the exhibitors an increasing number of copies of these films (300 - 600 of the most successful), enabling them to "flood" the market on the first week of a run, and to concentrate admissions into a maximum period of six weeks (compared with the average run at the beginning of the 1980s of three months). 
  
It is interesting to note that this practice, which has developed at the expense of repertory, of second-run films, or of more specialised films (where films are released with fewer prints) has incited exhibitors to seek a limit to the number of prints of top films, in order to protect the programming diversity offered by cinemas. This proposal, which has not yet been implemented, goes against the flow of exhibitor's wishes in other countries in Europe. They favour the release of a maximum number of copies for "blockbusters", in order to benefit from the nationwide promotion of the film, and to stimulate more visits to their cinemas. 
  
Despite the large size of the art-house sector, US films account for an increasing share of admissions, a trend which will no doubt accelerate with the growth of multiplexes. 
  
Distributors' and exhibitors' trade associations define art-house fairly loosely, as establishments where programming includes a large variety of types of films. About 200 screens are thus classified by the industry organisations and 300 classify themselves as "art-house". This section of the cinema market has tended to grow slowly, reaching 16% in 1992. It is, however, worth noting that programming in these cinemas now includes an increasing number of very popular films, and this is in spite of subsidies for quality of programming granted by many of the Länder. So it would be too simplistic to impute the good performance of these theatres solely to art-house films. 
  
  

Role of the Public Authorities 
  

	 1992
	Germany
	EU**

	Taxes:  

                              - VAT  
                              - Other taxes  
                              - Rights (musical) 
	 

 

7.00%

2.00%*

0.49%
	 

 

10.80%

5.18%

-

	- Total/ticket (in ECU)
	0.40
	0.65

	Financial assistance:  

                             - Total (in ECU Millions)
	 

 

5.2
	 

 

52.7

	                   - Per ticket (in ECU)
	0.05
	0.09


* average 1.5-2.5% 
** unweighted average 
  
The Länder governments hold most of the responsibility for regulating exhibition located within their jurisdiction. However, Germany also has a public body which is responsible for supervising the sector at the federal level: the Filmförderungsanstalt (FFA). The role of industry associations is also important: the SPIO, which supervises and brings together the different professional committees for the film industry, is often consulted about, and used as a mediator over, regulatory decisions and the implementation of new commercial practices. 
  
Taking into account interest-free loans, over DM 20 million of public funds were distributed to the exhibition industry in 1992 by the different federal and regional bodies. The FFA made DM 13 million worth of interest-free loans to exhibitors, and part of the federal subsidies came from a system of taxation of cinema takings (which corresponds to less than 2% of net receipts). 
  
The principal institutions dispensing these funds are the FFA, financed by the tax on exhibition and by levies on the distributors and on video clubs, and the Ministry of the Interior (BMI). The FFA finances cinema renovation programmes, and a subsidy to the release of prints of films to towns with a population of less than 20,000. The BMI favours subsidising exhibition, and specialist programming. Over and above this, certain Länder, especially the regions of Nordrhein Westfalen and Bavaria, have provided important financial assistance (DM 2.7 million each), and play an important role in the development of the cinema exhibition industry in Germany. 

Annex 2: Country Studies   



Greece


  
 Key Points 

 A bi-partite exhibition sector with winter cinemas, and open-air summer cinemas. 

 A high level of vertical integration (the exhibition market is controlled by distributors). 

 The run-down state of the sites. 

 Few multi-screen complexes; no multiplexes. 

 The absence of foreign investment. 

 The absence of support initiatives by the public authorities. 

 A unique partnership: sponsorship of cinemas by firms with mass-market brands.

  
Screens and Admissions 
  

	 
	 Greece
	EU
	Greece
	EU

	 
	Admissions
	Admissions
	No. of screens
	No. of screens

	1960-92
	-96%
	-80%
	NA
	-40%

	1980-92
	-45%
	-38%
	-42%
	-24%

	1985-92
	-12%
	- 3%
	-10%
	- 9%


  

	 1992
	Greece
	EU

	 
	 
	Average*
	Total

	Number of screens
	405 (est)

(155 screens in winter)
	 
	16,621

	Number of seats ('000)
	100 (est)
	 
	4,509

	Number of admissions per seat
	93
	124
	 

	Total number of admissions (millions)
	9.3 (est)
	 
	561.0

	Number of admissions per head of population
	0.90
	1.61
	 

 


* unweighted average 
(est) estimated total for both summer and winter theatres 
  
The structure of the Greek cinema industry is very peculiar: exhibition is effectively divided up into two markets: 

· that of the summer theatres, which operate from June to September. These are open-air cinemas located on holiday sites, which do not programme first-run films. 

· that of the winter theatres, which take part in a more "classical" exhibition economy. This segment is very old-fashioned, almost totally made up of single-screen cinemas, which do not function in the summer. 

The summer cinemas are about 250 and they operate under difficult economic conditions (the operating period is too short to permit investment in upgrading; less popular films etc.). They are therefore in a bad state technically, and their activity is declining. The net trend is towards reduction of this sector of "screens", with owners ceding ground to property developers as they lack the power to make their operations profitable and renovate their buildings. 
  
The winter cinema sector has dwindled to less than half the size it was in 1970, and now seems to have stabilised. 
  
  
Concentration in Exhibition 
  
Precise statistics are not at our disposal concerning the market share of different kinds of exhibitors in Greece. From the results of the quantitative survey we can, however, deduce that 80% of screens in the sample are independent family-owned operations, 4% are communal theatres, and 16% of the industry is owned by the circuits. 
  
The circuits own a limited number of screens, and are organised regionally. The principal groups are found in Athens and Salonica. These cities account for more than 50% of the population and the economic activity of the country. In the exhibition sector, the estimated share of total admissions of these two urban areas is around 70%. 
   
  
Access by Films to Screens 
  

	 Companies involved in both distribution and exhibition - 1992 
	Distribution market share
(% admissions)
	Exhibition market share
(% admissions)

	Elke
	NA
	10% (Assos Odeon)

	Spentzos
	NA
	2.5%

	Prooptiki
	NA
	1.5%


  
Commercial relations between distributors and exhibitors are distinguished by vertical integration. Firstly, systematic practices of exclusive agreements between two parties exist (each exhibitor has "his" regular distributors, who are his exclusive sources of all programming material). The distributors decide the release plan of their films, and of the theatres. Only the cinemas which experience a very high number of visits (+ 200,000 admissions/year) have any possibility of providing themselves with films from distributors other than those with whom they have an exclusive agreement. 
  
In addition to the level of vertical integration caused by the commercial practices described above, one notes also the significant degree of direct integration between distributors and exhibitors, as the leading distributors maintain the principal circuits, which they use as a privileged channel for the release of their films. Since 1985, in fact, the three main Greek distributors have hired cinemas located in the most dense areas of population, and have thus gained control of about 15% of the exhibition market. 
  
These vertically integrated distributors, like Elke, have also become associated with sponsors in order to revitalise their circuits, to increase the public profile of the sponsor on the one hand, and the potential returns from film distribution on the other. 
  
There are no regulatory obstacles to vertical integration or to exclusive agreements. 
  
UIP is present in the Greek distribution market. However, foreign players like UIP have not invested in the exhibition sector as yet, nor in the construction of multiplexes. 
  
  
Ticket Prices and Exhibitors' Shares 
  

	 1992
	Greece
	EU average*

	Average ticket price incl. taxes (ECUs)
	2.85
	4.19

	Average rental as a % of box office net of tax
	50%
	47.2%

	Exhibitor's average share (%)
	50%
	52.8%

	Exhibitor's share of ticket price (ECU)
	1.20
	1.93

	Exhibitor's average share per screen (000 ECUs)
	13
	63


* weighted average 
  
The level of prices charged in Greece are, compared with the EU average and not taking into account any differences in purchasing power, the lowest in the Community. 
  
The same applies to the average share of box office receipts per screen received by the exhibitor: it is nearly five times smaller than the average returns per theatre received by an exhibitor throughout the countries studied. This estimate would undoubtedly be higher if we excluded returns from summer cinemas which only average 10,000 admissions p er season per screen, all staying well below the average in European countries. 
  
The method of remuneration of distributors is proportional in the winter cinemas (40 to 50%); the rate is fixed per film per screen. The exhibitors in summer cinemas, on the other hand, pay a fixed price of the order of 30 ECUs per day for the showing of the film. 
  
  

Cinemas Provision 
  

	1992
	Greece
	EU*

	Number of screens per 100,000 population
	3.9
	5.24

	Number of seats per screen
	-
	266

	% large screens
	80%
	24%

	% Dolby
	15%
	51.4%

	% multiplexes (7+ screens)
	0%
	10.7%


* weighted average 
  
The quality of the Greek industry is well below that of European norms. The density of the industry is very low (even when the statistics take account of the total numbers of sites, including the summer cinemas) with only 1.5 screens for every 100,000 inhabitants. 
  
Globally, the move to renovate cinemas began late (in the middle of the 1980s) and it is only really relevant to the circuits. No new cinemas have been constructed in Greece in the last twenty years, be they new cinema complexes or isolated screens. 
  
As for the "multiplex" concept, it is not relevant to the market, as Greece only possesses two multi-screen establishments, each with two screens; one is located at Athens, and the other at Salonica. 
  
Amongst the winter cinemas, those which are sponsored (in particular the Assos Odeon) have benefited from recent renovation, and have the best technical standards. 
  
The summer cinemas are extremely decrepit, and their bad quality discourages distributors from releasing exclusive premiere films during the summer. This is the reason why all new film releases are through the winter cinemas. 
  
  
Programming 
  

	 1992
	Greece
	EU*

	US films' market share
	93%
	74%

	European films' market share  

  - of which national films
	5%

 

2%
	24%

 

17%

	Art-house & experimental: screens as % of all screens
	0%
	10.8%

	Art-house & experimental: share of admissions
	0%
	9.7%


* weighted average 
  
If one only considers the economy of first-run films, therefore, one can state that cinema exhibition ceases during the summer months. 
  
Programming only therefore occurs from October to May, which limits the operating margins of distributors and exhibitors, and reinforces the ties of vertical integration and the exclusive nature of agreements. 
  
The share of admissions of US films reaches a European record level in Greece, with 93%. It is also one of the three countries (with Portugal and Belgium) where the national film makes the lowest contribution (2%). By contrast, the Greek film still held a market share of 40% in the 1960s. In thirty years, therefore, the consumption of the Greek films in their native territory has almost completely disappeared. 
  
  
Role of the Public Authorities 
  

	 1992
	Greece
	EU*

	Taxes:  

                              - VAT  
                              - Other taxes  
                              - Rights (musical) 
	 

 

8.00%

8.0%

-
	 

 

10.80%

5.18%

-

	- Total/ticket (in ECU)
	0.46
	0.65

	Financial assistance:  

                    - Total (in ECU Millions)
	 

 

0
	 

 

52.7

	                    - Per ticket (in ECU)
	0.00
	0.09


* unweighted average 
  
Up to today, none of the actions taken to try to stem the shrinkage in the numbers of screens and admissions have been initiated by the public authorities. 
  
The Greek exhibition sector has witnessed the appearance of a type of player new to Europe, who have brought with them financial support for cinemas: these are commercial sponsors. These enterprises are distributors of mass-market brands (like drinks and cigarettes), and have chosen to encourage the exhibition sector in exchange for the use of the sector as a communication channel, or for publicity for their brands. The architecture and the name of cinemas reminds the public of the brands concerned, and the enterprises are able to communicate through other media the programming and films taking place in the cinemas, while mentioning their brands, which enables them to increase the public profile of their products, and sometimes, particularly in the case of cigarettes, to bend the rules which forbid advertising. 
  
Even so, it is the commercial companies like BSN (Kronenbourg) which are trying to heighten public awareness of the decline in the summer cinema sector, which, despite its financial difficulties, is an integral part of the Greek cinema culture. 
  
A new film law was put forward in 1993, and the recent assumption of responsibility for exhibition by the Ministry of Culture, leads us to hope that the sector will benefit in years to come from more attention from the public authorities. 
  
The Greek exhibition industry will not probably attract foreign investment until the sector benefits from a general trend of subsidies and support by the State. The number of visits has already fallen to less than a time a year per person, so measures to preserve the image of cinema-going in the eyes of the public are therefore urgent. 
  

 
Annex 2: Country Studies


Ireland


  
Key Points 

 The highest rate of cinema attendance in Europe. 

 The density of the sector in the provinces, and the high number of multiplexes in Dublin. 

 A record degree of integration, but a trend towards less concentration. 

 Some very British characteristics: the practice of "alignments" and the presence of US investment. 

 The absence of intervention by the public authorities.

  

 Screens and Admissions 
  

	 
	 Ireland
	EU*
	Ireland
	EU

	 
	Admissions
	Admissions
	No. of screens
	No. of screens

	1960-92
	-81%
	-80%
	-31%
	-40%

	1980-92
	-17%
	-38%
	16%
	-24%

	1985-92
	74%
	- 3%
	40%
	- 9%

	* unweighted average 


  

	 1992
	Ireland
	EU

	 
	 
	Average*
	Total

	Number of screens
	189
	 
	16,621

	Number of seats ('000)
	43
	 
	4,509

	Number of admissions per seat
	183
	124
	 

	Total number of admissions ('000)
	7.85
	 
	561.0

	Number of admissions per head of population
	2.22
	1.61
	 

	* unweighted average


  
  
Concentration in Exhibition 
  

	 1992
	Ireland
	EU

	 
	Screens
	Admissions
	Screens
	Admissions

	Market share of Top 3 players
	 

58%
	 

80%
	 

18%
	 

34%

	Market share of independents responsible for own programming
	 

42%
	 

20%
	 

68%
	 

47%


  
  
One can distinguish, in Ireland, three main groups of exhibitors: the Ward Anderson group, US majors and independent exhibitors. 
  
With 29 cinemas, the Ward Anderson group owns, throughout the country, 80 screens, which is 42% of all screens. They are a family-owned group originally involved in the distribution sector, which essentially developed by acquiring theatres encountering financial difficulties, first in the provinces, then, after Rank pulled out in 1982, in Dublin. 
  
The US majors (UCI and MGM) are only present in Dublin and its surrounding area. UCI, controlled by Universal and Paramount, in fact possesses two multiplexes, one with ten screens and the other with twelve, in the suburbs of Dublin, and has a 11.6% share of sites. MGM (previously Cannon), controls the Adelphi-Carlton group, which has two complexes with four screens in Dublin. The number of screens owned by this company will double in 1994 after the opening of an 8 screen complex in Parnell Street, in the centre of the capital. 
  
Finally, there are 48 cinemas, which is six-tenths of all cinemas managed by independent exhibitors. These are mostly members of the Independent Cinemas Association of Ireland, and only possess between them 79 screens (42% of the sector). The majority of their cinemas are single-screen establishments, located in the small towns. 
  
The market therefore is a highly concentrated one: in terms of admissions, the three main circuits hold a market share of more than 80%, which makes Ireland the European country where cinema exhibition, according to this criteria, is at its most concentrated. We must emphasize that there is, however, a new phenomenon of "de-concentration" occurring which is rare in Europe: until as recently as three years ago, Ward Anderson could be considered the incontestable leader of the sector, and was in a position to impose its views on distributors. But, since the opening of the UCI multiplexes in Dublin, its market share has fallen. In response to that, the Irish network created a new complex with 10 screens, located only quarter of an hour's drive from one of the UCI multiplexes. But, even after that, its impact on the market is only a little more than a quarter of admissions. In a significant way, its complex, the Savoy at Santry, which was considered, a few years ago, to be beyond the realms of possibility for a national outlet, nevertheless achieves less admissions than UCI's Tallaght. 
  
  
Access by Films to Screens 
  

	 Companies involved in both distribution and exhibition - 1992 
	Distribution market share
(% admissions)
	Exhibition market share
(% admissions)

	Ward Anderson
	12% (Abbey Films)
	47%


  
One encounters, in the Irish market, different cases of vertical integration. This does not seem to affect significantly the access to films of other exhibitors. 
  
As well as its theatres, Ward Anderson has a distribution company (Abbey Films) which specialises in American productions. Its market share in distribution is however limited. Where Abbey Films gives priority treatment to the theatres within its group, it does not seem to give them any degree of exclusivity. 
  
The other case: MGM films are distributed in Ireland by UIP, and reciprocally the MGM exhibition group is "aligned" with the same distributor. Nevertheless, it is important to maintain the practical separation between the two activities of distribution and exhibition. UIP also supplies to UCI in Dublin, yet UCI is one of the two principal competitors to MGM. 
  
Beyond the phenomena of vertical integration, the problems of access to films obviously depend on the competitive position observed in each local market. The position in this regard is very different according to whether a cinema is located in Dublin, in a provincial town, or in a rural area. 
  
In Dublin, competition is lively between the three main circuits. In this market, like in the United Kingdom, an "alignment" formula is prevalent, in other words there are informal exclusivity agreements between the US majors, suppliers of programmes and the circuits. This is how Ward Anderson benefits from an agreement, inherited from Rank Odeon, with Fox, Columbia and Buena Vista, just as MGM is linked with UIP. 
  
Because of their numbers of screens, the multiplexes however have an "all-product" supply policy. These establishments are located in the suburbs, and are not, up to the present, affected by the "alignments" of theatres in the city centre. It is, however, doubtful whether the current system will continue to operate without modifications after the opening of the MGM multiplex, which will be located in the heart of Dublin. 
  
Given the size of the provincial towns, there is only room in each of them for one, or two establishments at most. In the cities (Cork, Galway, Limerick, Waterford, Wexford etc.), cinemas are normally in the hands of the Ward Anderson group, just as they are in the hands of independents in the little towns and rural areas. But whatever the situation, the practices of alignments and exclusivity have no reason to apply here, as, in each local market, there is a monopoly situation. 
  
  

Ticket Prices and Exhibitors' Shares 
  

	 1992
	Ireland
	EU average*

	Average ticket price incl. taxes (ECUs)
	3.38
	4.19

	Average rental as a % of box office net of tax
	33%
	47.2%

	Exhibitor's average share (%)
	67%
	52.8%

	Exhibitor's share of ticket price (ECU)
	1.98
	1.93

	Exhibitor's average share per screen (000 ECUs)
	82
	63


* weighted average 
  
The average ticket price lies between £2.75 and £3.00. It is therefore lower than the European average: this undoubtedly explains why, in a country which has one of the lowest standards of living in Europe, the number of visits per year is particularly high (2.22 admissions per inhabitant per year, compared with a European average of 1.61). 
  
Except for establishments located in very small local markets (see below), film rentals are remunerated proportionally, without the payment of a guaranteed minimum. It is important to mention that the cinemas located in rural areas are the exception to this rule (Smaller Exhibition Theatres or SETs); distributors are not paid for these proportionally to takings, but take a form of weekly fixed price, which is about I£60 a cinema. 
  
For the cinemas located in urban areas, the rentals vary according to a sliding scale. In the big provincial towns, this sliding scale is different from distributor to distributor. Typically, it will be decided on the basis of criteria like numbers of visits and the size of the theatre. If, for example, the number of admissions registered in a week is less than 2.5 times the number of seats in the theatre, the rental will be 25%, from 2.5 to 5 times 35%, and from there upwards, 50%. 
  
In Dublin, the system for calculating it is different, because the weekly cost of operating the screen ("the nut") is taken into account, the amount of this being subject to agreement between the distributor and the cinema management. Until the takings reach this ceiling, the rental is only 25%, but above that, practically all the returns go to the distributor, as the rental is 90%. 
  
The average rental is estimated by the Irish Film Institute at 33.3% of takings after VAT: if this estimate is correct, then Ireland experiences one of the lowest rental rates in Europe. It must be emphasized, however, that the fixed sums paid by the SETs are taken into account; these contribute to the lowering of the average national rate. 
  
Despite the low ticket prices, this level of rental guarantees to exhibitors a good level of return, higher in any case than the European average. 
  
  

Cinemas Provision 
  

	 1992
	Ireland
	EU*

	Number of screens per 100,000 population
	5.34
	5.24

	Number of seats per screen
	228
	266

	% large screens
	33%
	24%

	% Dolby
	50%
	51.4%

	% multiplexes (7+ screens)
	17%
	10.7%

	* weighted average


  
With 5.3 cinemas per 100,000 population, the Irish exhibition industry is one of the densest in Europe. This situation is due to two phenomena - on the one hand the considerable increase in number of screens (plus 40% between 1985 and 1992) which has accompanied, in recent years, the opening of multiplexes; on the other hand, the maintenance of activity in cinemas with uncertain profitability but supported by advantageous commercial conditions in local markets where, elsewhere in Europe, all cinemas would have undoubtedly disappeared. 
  
The particularly dense nature of the sector has to be seen in relation to the record number of visits, of which it is both cause and effect. The opening of multiplexes in Dublin and its surrounding areas has had a disruptive effect on market statistics. Globally, it coincided with a time when numbers of visits, after decades of falling, had begun to rise again. As in the United Kingdom, it is difficult not to see the creation of these establishments as one of the major factors in this reversal of trends. Thus in Dublin, numbers of admissions rose from 2.5 million in 1989 to 4.2 million in 1992. At the same time, the provinces, which did not experience the same impetus for modernisation, lost 900,000 admissions. As the catchment area of establishments grew, it is not impossible that some of the audience transferred to the multiplexes, as the UCI complex, Tallaght, is located in the suburbs far from Dublin. But, given the state of communications in Ireland, particularly the poor state of the motorway network, these phenomena of transfer are necessarily limited. There has therefore been a spectacular change in consumer habits in places where choice has improved, and a continuation of the fall in areas where the changes in the industry are less appreciable. 
  
These changes are even more obvious when looked at in a qualitative framework; since the opening of the multiplexes the state of the Irish exhibition industry appears to be one of stark contrasts. The multiplexes have, in fact, in Ireland as elsewhere, rapidly imposed new standards of quality. But this movement, very obvious in the capital, has only partially affected the provinces. 
  
Even if some new cinema complexes have been opened, the number of these, and above all the importance of efforts to modernise old cinemas is limited; exhibitors generally think that the renovation of an old theatre will not generate sufficient numbers of extra admissions to pay off the investment. The Ward Anderson Group preferred to close its cinemas at Waterford and Wexford, and open new ones, rather than refurbish. But what is possible in the big provincial towns is obviously not possible in the small towns, where cinemas are still a long way from generating sufficient cash-flow to allow them to opt for such a strategy. 
  
  
Programming 
  

	 1992
	Ireland
	EU*

	US films' market share
	88%
	74%

	European films' market share  

  - of which national films
	12%

 

8%
	24%

 

17%

	Art-house & experimental: screens as % of all screens
	2%
	10.8%

	Art-house & experimental: share of admissions
	4%
	9.7%


* weighted average 
  
Given its size (less than 4 million inhabitants), the Irish market obviously shows some specific characteristics. With the exception of Dublin, all the local markets are too restricted - Limerick, the third largest city in Ireland, has, for example, a mere 75,000 inhabitants - for there to be any hope of developing programming which is not restricted to the main successful films. Under these conditions, the job of the programmer essentially consists of obtaining prints of feature films as quickly as possible. 
  
And, above all, this explains why the number of films distributed is particularly low: in 1992, it did not rise above 150. Despite all this, programming practices in Ireland have experienced the same changes as elsewhere in Europe: one notes, for example, a strong trend to concentrate returns on an increasingly restricted number of titles. In the course of the first 16 weeks of 1993, 3 films realised between them 60% of admissions. 
  
Inevitably, this contributes to increasing the power of the successful distributors, when it comes to films with the highest potential, to negotiate "special terms" with the exhibitors in order to increase the level of return on the costs of the release. 
  
These films in practice require a significant number of prints (up to 50 or indeed 70), a necessary condition for the practice of "intensive programming" techniques. 
  
These movements have above all profited from American products, which now realise nearly 90% of admissions in Ireland. 
  
With only a few exceptions, European films are considered too exacting, and they are not shown except in the cinemas which specialise in art and experimental film. There are three cinemas of this type, all situated in Dublin, of which one is part of the Ward Anderson group. 
  
Together, they represent at most 4% of admissions, which is clearly a lower score than the European average, but which nevertheless shows the sector's good performance rates, because it represents only 2% of the number of sites. 
  
  
Role of the Public Authorities 
  

	 1992
	Ireland
	EU*

	Taxes:  

                              - VAT  
                              - Other taxes  
                              - Rights (musical) 
	 

 

12.50%

0

0
	 

 

10.80%

5.18%

-

	- Total/ticket (in ECU)
	0.42
	0.65

	Financial assistance:  

                              - Total (in ECU Millions)
	 

 

0
	 

 

52.7

	                    - Per ticket (in ECU)
	0
	0.09


* unweighted average 
  
VAT on admissions is 12.5%, which is half the normal rate. There are no other taxes, neither local nor national, on box office receipts. 
  
The intervention of the public authorities in film is essentially limited to the production sphere. There are no specific regulations regarding the cinema: no programming quota, dispositions relating to film rentals, nor particular rules on the question of exclusivity. 
  
Besides, Ward Anderson's (Abbey Films) low market share in distribution protects that group from any eventual measure designed to limit vertical integration. The high concentration of the sector is generally seen as an inevitable situation, within the framework of such a restricted sector. 
  
Release windows are also not the object of any particular regulations, but they have evolved from the practices of the sector. Video release tends to happen six months after cinema release; television three years after obtaining the censor's certificate. Anyway, the organisation of the video market is highly dependent on the British market. 
  
Finally, with the exception of support granted to the Irish Film Centre Cinemas, there is no public subsidy for exhibitors. 
 
Annex 2: Country Studies


Italy



  
Key Points 

 Concentration takes many forms. 

 The part played by programming agreements in each local market. 

 A particularly speedy fall in the numbers of screens after 1980. 

 The development of multi-screens and the progressive improvement in the quality of sites. 

 The importance of the art-house and experimental cinema network. 

 The actions of the regional and local governments.

  
Screens and Admissions 
  

	 
	 Italy
	EU
	Italy
	EU

	 
	Admissions
	Admissions
	No. of screens
	No. of screens

	1960-92
	-
	-80%
	-
	-40%

	1980-92
	-64%
	-38%
	-64%
	-24%

	1985-92
	-28%
	- 3%
	-38%
	- 9%


  

	 1992
	Italy
	EU

	 
	 
	Average*
	Total

	Number of screens
	3,020
	 
	16,621

	Number of seats ('000)
	902
	 
	4,509

	Number of admissions per seat
	93
	124
	 

	Total number of admissions (millions)
	83.6
	 
	561.0

	Number of admissions per head of population
	1.45
	1.61
	 

	* unweighted average


  
  

Concentration in Exhibition 
  

	 1992
	Italy
	EU*

	 
	Screens
	Admissions
	Screens
	Admissions

	Market share of Top 3 players
	3%
	6%
	18%
	34%

	Market share of independents responsible for own programming
	89%
	88%
	68%
	47%

	* weighted average


  
Since 1980, falling admissions have brought in their wake a certain concentration of the exhibition sector. But, in contrast to the experience of other countries, this has taken several forms. As numerous cinemas organised themselves into circuits, others associated themselves to programming groups or entered programming agreements; and the precise form that each of these took varied considerably. Certain circuits owned their theatres; in other cases they were simply affiliated; groups or agreements might programme the cinemas concerned, or merely give them technical, administrative or commercial support. 
  
The areas of activity of these circuits or groups is also very variable: they can cover a whole region, or just a province, or even just one locality. 
  
Given that such diversity exists, it is difficult to estimate the proportion of screens which are members of a circuit, a group or an programming agreement. Their number is, however, growing, and the power of these networks is developing. National circuits like Cinema Cinque, have begun to appear in a significant way only in the last few years. 
  
This circuit, created in 1988 by Fininvest, on the basis of establishments owned by Gaumont and by Cannon (Paretti), owns 22 establishments (43 screens) located in the main towns in the centre and north of Italy. With three million admissions, it controls barely 4% of the Italian market. But its market share is nearly 20% in Milan and Rome, and reaches more than 45% in Genoa. Besides this, as well as the establishments which it manages directly, Cinema 5 programmes about 250 screens located throughout Italy. 
  
The movement towards integration has only just begun, however. The existing circuits must effectively reinforce their positions in years to come. Cinema 5 has announced, for example, that it wishes to open new cinemas in Rome, Milan, Turin and Bologna. And other national circuits, particularly those linked to production or distribution houses (Cecchi Gori and Mikado) are in the course of being set up. 
  
The picture which emerges is increasingly an industry moving at two speeds: on one hand, the cinemas organised into circuits, groups or programming agreements, which programme the majority of first-run, mainstream films, and, on the other hand, a collection of independent cinemas, fragmented, and in a difficult position in relation to distributors. 
  
  

Access by Films to Screens 
  

	 Companies involved in both distribution and exhibition - 1992 
	Distribution market share
(% admissions)
	Exhibition market share
(% admissions)

	Penta
	37%
	3.3%

	Istituto Luce
	0.4%
	NA


  
The distributors, who have seen their power reinforced as a result of a reduction in the number of releases, and by the fact that films are released on the same day in the majority of towns (see below), generally prefer to deal with the circuits, alliances or groups, drawing up programming agreements with them. 
  
The situation is, however, very varied from one provincial centre to another. In certain "piazze" (areas) a group of exhibitors, organised into a kind of circuit or group, controls programming. When dealing with the distributors, they are therefore in a position of power, and can choose films according to their own needs and obtain exclusivity. The "piazze" thus seems to be locked-in by more or less permanent agreements between certain distributors and certain exhibitors. In other cases, however, the situation is more open. 

In the big Italian towns and cities, these programming agreements between exhibitors and distributors have existed for several years. 
  
This brings us to consideration of a factor which favours the progressive integration of the sector. These agreements or privileged relationships between actors seem to be multiplying everywhere, even including some independent distributors (like Academy Pictures) and the art-house and experimental cinemas. 
  
Distributors and exhibitors even hold some companies in common, in order to manage together a variety of services. And there are several cases of vertical integration: Cinema 5 belongs to the Berlusconi group, and accounts for 59% of its turnover from films distributed by Pentafilms, in which Silvio Berlusconi Communications (SBC) holds 50% of the capital. And, in a different sphere, Istituto Luce, a public network with a dozen screens, essentially programmes works with whose production it has also been associated. 
  
These practices of exclusivity and phenomena of vertical integration are not subject to any specific regulation, except for an article of the recent law of cinema (see Tab. 16b): up to now, there have not been any important judicial proceedings. Legal intervention has instead been positive, seeking to encourage the industry. The Emilia Romagna regional government, for example, has passed a law which seeks to promote and help cooperation between cinemas, or the formation of consortia. 
  
  

Ticket Prices and Exhibitors' Shares 
  

	 1992
	Italy
	EU average

	Average ticket price incl. taxes (ECUs)
	4.45
	4.19

	Average rental as a % of box office net of tax
	50%
	47.2%

	Exhibitor's average share (%)
	41%
	52.8%

	Exhibitor's share of ticket price (ECU)
	2.30
	1.93

	Exhibitor's average share per screen (000 ECUs)
	52
	63


  

The average ticket price is nearly 4.5 ECU: after the very significant rise in price recorded between 1989 and 1991 (an increase of 20%), it is now clearly higher than the average European price. These price increases explain the rise in box office receipts, despite the continued fall in admissions. 
  
Commercial relations between distributors and exhibitors take various forms: in certain cases, for certain provincial cinemas particularly, film rentals are on the basis of a fixed payment (generally between 150,000 and 200,000 Lit.); in other cases, it is subject to proportional remuneration (on box office net of tax) with payment of a guaranteed minimum; but the most usual form is that of a proportional remuneration without a guaranteed minimum. 
  
Precise rental conditions were the subject of an agreement in 1993 between the exhibitors' association (the ANEC) and the distributors' federation (the UNDF). Rentals are a function of gross takings and the duration of the showing. For the leading cinemas in the region, the reference percentage according to which takings should be split is 53% for a period of showing from one to three weeks. The rate generally decreases after three weeks. There are four different levels of rental depending on the annual revenues: 50% above 700 million Lit, 48% between 450 and 700, 40% between 200 and 450 and 30% below 200. 
  
The exhibitor also carries some of the cost of publicity (billboards, press, radio and local television). In certain exceptional cases, the costs relating to operating the theatre can be subtracted from rentals payable. Rentals therefore almost always fall between 40 and 50%; cinemas which are members of a group or a circuit generally obtain more advantageous conditions than the independent cinemas. 
  
 Cinemas Provision 
  

	 1992
	Italy
	EU*

	Number of screens per 100,000 population
	5.21
	5.24

	Number of seats per screen
	-
	266

	% large screens
	40%
	24%

	% Dolby
	33.3%
	51.4%

	% multiplexes (7+ screens)
	1%
	10.7%


* weighted average 
  
For a long time, Italian exhibitors have encountered difficulties in reacting effectively to the fall in admissions. Low investment, in particular, has hampered the renewal of the industry. 
  
It was not until nearly half way through the 1980s that the first signs of modernisation were evident. This movement was accelerated by the adoption of measures to provide subsidies for restructuring the industry (law n. 378/1980 and n. 163/1985). 
  
The development of multi-screens was therefore assisted: since that time, 72 establishments (totalling 179 screens) have been built consisting of 2 screens or more, and amongst them, at least 20 complexes with more than 3 screens. The Odeon in Milan, belonging to the Cinema 5 circuit, with 10 screens, is currently the largest complex in Italy. The same circuit has also announced plans to build much bigger multiplexes (up to 20 screens) in Rome, and in the Milanese suburbs. 
  
However, parallel to the improvements in quality, there has been an extremely rapid fall in the number of cinemas: from 8,450 in 1980 to 3,100 in 1991. 
  
Nevertheless, even if the density of cinemas (5.2 theatres per 100,000 inhabitants) is equivalent in Italy to the European average, finding a cinema which is open all week means living in a town with at least 15 to 20,000 inhabitants, and, in certain regions in the south, the situation is even worse. 
  
This restructuring of the industry has already contributed to a slowing down in the fall in admissions. But the movement towards modernisation is still far from over. The number of screens equipped with a Dolby system or with a 70mm projection, and the proportion of screens found in multi-screen complexes are all well below European averages. 
  
Programming 
  

	 1992
	Italy
	EU*

	US films' market share
	69%
	74%

	European films' market share  
  
               - of which national films
	30%

 

19%
	24%

 

17%

	Art-house & experimental: screens as % of all screens
	10.5%
	10.8%

	Art-house & experimental: share of admissions
	10%
	9.7%


* weighted average 
  
At the beginning of the 1980s, films were initially released in cinemas located in the leading towns in the different regions, before being programmed in other districts. Today, after the closure of a large number of cinemas in the city centre, in the suburbs and in the small towns, this practice no longer occurs: films are released on the same day in the leading regional towns, in the provinces and in other important towns, indeed even in the middle-sized towns. 
  
This practice of wide release of films allows investment apportioned to production or marketing to be paid off more quickly, and also frees works more quickly for the other windows (video, pay-TV etc.). It results, nevertheless, in an increased concentration of box office on a reduced number of titles. The art-house and experimental cinemas are defined as those which programme films "with cultural interest", traditionally excluded from the commercial cinemas. According to regulation, cinemas whose programming consists of at least 70% art-house and experimental films enter into this category, and have the right to subsidies reserved for this type of cinema. It is, however, difficult to collect accurate statistics for these cinemas, and even more difficult to estimate exactly either their revenues or their market share. This is particularly the case because some cinemas programme art and experimental films permanently, and others only show them on certain days of the week. 
  
The Italian Federation of art-house (FICE) has under its umbrella 294 adherents, which, together with about 30 cinemas affiliated to A.I.A.C.E., represents more than a tenth of Italian screens. A.I.A.C.E. is a non-profit making organization, born in 1962. One can therefore assume that more than one cinema in ten is "Art-house", which puts Italy level with the European average. In Italy, the position of these cinemas is, if anything, more favourable, as they benefit from growing public success, particularly amongst young people, and also various subsidies from national, regional and local governments (subsidies for modernisation, and operating subsidies). This situation explains why even private companies are considering the possibility of investing in this sector. And it is through this channel that the majority of European films manage to reach Italian spectators. 
  
  
Role of the Public Authorities 
  

	 1992
	Italy
	EU*

	Taxes:  

- VAT  
- Other taxes  
- Rights (musical)  
 
	 

 

9.00%

9.00%

   2.1%**
	 

 

10.80%

5.18%

-

	- Total/ticket (in ECU)
	0.95
	0.65

	Financial assistance:  

                    - Total (in ECU Millions)
	 

 

3.8
	 

 

52.7

	                    - Per ticket (in ECU)
	0.04
	0.09


* unweighted average 
** receipts net of tax 
  
Faced with the rapid restructuring of exhibition, a new law was published on March 1, 1994 (Law N.153). The law modifies the previous law dating since 1965. 
  
This new law abolishes the obligation to programme Italian or EU films. From February 1, 1995 tax incentives will be provided if at least 25% of days per quarter of year are programmed with Italian or EU films. 
  
As we have said above, there is no specific law which regulates access to films or the split of box office; box office is subject to a single control, by the Society of Authors and Publishers (SIAE) which, amongst its other activities, levies the VAT and the Entertainment tax. 
  
The Law on cinema contains an article (Art. 13) which limits the integration of the sector: the antitrust Authority can forbid the ownership or control, by a single operator, of more than 25% of distribution's market share and, at the same time, of more than 25% of the number of cinemas, both on national or local (for the 12 main cities) basis. 
  
The regulation defines the periods of the various release windows: 8 months for video, 12 months for pay-TV and 24 months for free-TV, starting from the first cinema release in Italy. 
  
The rate of VAT which is applied to box office receipts is 9%, on top of which there is an entertainment tax (also 9%). Moreover, it is important to take into account the various taxes which are levied at local level. As there are no local taxes which are specific to the cinema, the taxes affecting exhibitors are those levied on all enterprises: ICIAP (a tax on commercial activities), ICI (a communal property tax), ILOR and INVIM (other fixed levies), a refuse tax. 
  
For each day that an Italian or EU film is shown, a measure in the law of 1965 which is still in force provides for an exhibition tax refund of 35% to the exhibitors. 
  
Annex 2: Country Studies


Netherlands


  
Key Points 

 Regulation of the sector and practices spread out by industry associations. 

 A low degree of geographical concentration: the industry is spread out throughout the country. 

 The lack of vertical integration, but a high level of horizontal integration. 

 No multiplexes with 8 or more screens. 

 The highest ticket price levels of any EU country. 

 Crucial role of the art-house and experimental sector, both commercial cinemas and those maintained by local government. 

 No state intervention in the exhibition sector.

  
 Screens and Admissions 
  

	 
	 Netherlands
	EU
	Netherlands
	EU

	 
	Admissions
	Admissions
	No. of screens
	No. of screens

	1960-92
	-74%
	-80%
	-24%
	-40%

	1980-92
	-47%
	-38%
	-18%
	-24%

	1985-92
	-10%
	- 3%
	-10%
	- 9%


  

	 1992
	Netherlands
	EU

	 
	 
	Average*
	Total

	Number of screens
	416
	 
	16,621

	Number of seats ('000)
	95
	 
	4,509

	Number of admissions per seat
	145
	124
	 

	Total number of admissions (millions)
	13.7
	 
	561.0

	Number of admissions per head of population
	0.91
	1.61
	 

	* unweighted average


  
  

Concentration in Exhibition 
  

	 1992
	Netherlands
	EU

	 
	Screens
	Admissions
	Screens
	Admissions

	Market share of Top 3 players
	 

34%
	 

46%
	 

18%
	 

34%

	Market share of Top 4 players
	 

42%
	 

55%
	 

- 
	 

- 

	Market share of independents responsible for own programming*
	 

40%
	 

25%
	 

68%
	 

47%


* not including those theatres which have programming agreements with the four main players 
  
The Netherlands exhibition industry is concentrated around four main players. These networks, MGM, Jogchem's, Wolff and Minerva, between them own 42% of installed screens, and they also programme a number of independent cinemas (about 18% of total screens). The four main players control then 60% of the screens and 73% of admissions to theatres. 
  
In comparison to the European average, this means that the Dutch exhibition sector is relatively concentrated, dominated by an oligopoly of four networks which benefit from good seat occupancy rates in relation to the independent cinemas who select their own programmes, for their share of admissions (73%) is clearly superior to their proportion of installed sites. 
  
Jogchem's, Wolff and Minerva are national networks generally family-owned. 
  
The market leader is, however, MGM, which is controlled by foreign interests. The presence of a foreign market leader in the Dutch market is not new, because the cinemas which MGM now controls were previously under the direction of the Cannon group, which had acquired a chain from Rank and had bought two competing circuits. 
  
The power-base of the MGM network is its near monopoly situation in the big towns in the west of the Netherlands; Amsterdam, Rotterdam and the Hague, where they face very little competition. Despite that advantageous position and their long-term presence in the market, the MGM group, which has changed its management several times in recent years, is still an outsider in relation to the other circuits. Its medium term strategy particularly is uncertain: it consists of a policy of ceding some of its present cinemas, in order to invest in the creation of larger multi-screen complexes, and this is in spite of many experts' reservations about the viability of such complexes in the Netherlands (see below). 
  
  
Access by Films to Screens 
  
There are no distributors in the Netherlands with interests in exhibition neither are exhibitors engaged in distribution activities. The Netherlands does not boast a single example of vertical integration, outside the art-house and experimental market. Vertical integration only exists in the art-house and experimental sector, but as it affects less than 1% of admissions, it can therefore be considered as marginal. 
  
From the point of view of access of films to cinemas, it is important to look at exclusivity agreements between exhibitors and distributors. These agreements were the rule in the Netherlands until January 1993. Since that date, contracts between distributors and exhibitors no longer include a systematic exclusivity clause; these are now negotiated individually and by the main circuits on a national level. 
  
However, certain potential conflict situations arise when considering distribution in a local market of a film with major commercial potential: it seems that, in such cases, the circuits have sufficient clout to achieve access which, if not exclusive, is at least preferential for this type of film. In cases of conflict, arbitration is carried out by the federation's inter-industry committees whose findings are legally binding. However, exhibitors who feel that they are the victims of anti-competitive practices technically can also take a complaint to the Ministry of Economic Affairs. 
  
  
Ticket Prices and Exhibitors' Shares 
  

	 1992
	Netherlands
	EU average*

	Average ticket price incl. taxes (ECUs)
	5.51
	4.19

	Average rental as a % of box office net of tax
	39%
	47.2%

	Exhibitor's average share (%)
	61.0%
	52.8%

	Exhibitor's share of ticket price (ECU)
	2.79
	1.93

	Exhibitor's average share per screen (000 ECUs)
	92
	63


* weighted average 
  
The average ticket price in the Netherlands is very high by European standards. This pricing policy, combined with average rentals particularly favourable to exhibitors (39% of gross takings on average) explains why, despite a low number of visits per inhabitant per year (0.91 compared with the European average of 1.61), the average Dutch exhibitor experiences a good average rate of return per theatre. It is likely that the formalisation of commercial practices which the federation has brought about, which tended until a few years ago, to protect the interests of exhibitors against the occurrence of anti-competitive practices by distributors or other operators, has helped to guarantee cinemas' healthy position. But this formalisation is a thing of the past, except when it concerns the regulation of outlets and the competition between commercial and municipal cinemas. 
  
Rentals are proportional subject to a minimum amount, and the Federation fixes the minimum and maximum rentals which can be applied (actually between 27.5% and 60% of net takings). 
  
The negotiation of conditions of exhibition, which is carried out at national level, is very influenced by the corporate nature of the organisation of the sector. 
  
Naturally, the power of the circuits, who possess the most important cinemas, determines the timing of their access to the most profitable films, but it is still the case that collective negotiation of minimum and maximum rentals, release windows, and the establishment of standards concerning exhibition contracts which is carried out by the industry itself, gives to the exhibitors in the Netherlands some protection in their relationships with distributors. This situation also bears witness to a taking of initiative by the industry, compared with other European countries like France, where the State has a more interventionist policy, or even the countries in southern Europe, where almost all transactions are made on an individual basis, with the only limitation being the law of supply and demand, or the interests of the big integrated companies. 
  
  
Cinemas Provision 
  

	 1992
	Netherlands
	EU*

	Number of screens per 100,000 population
	2.76
	5.24

	Number of seats per screen
	227
	266

	% large screens
	10%
	24%

	% Dolby
	37.3%
	51.4%

	% multiplexes (7+ screens)
	0.5%
	10.7%


* weighted average 
  
The average quality of Dutch cinemas is good. Theatres are generally characterised by screens and capacity in numbers of seats only slightly below the European average, but by a high level of technical quality (lots of stereo installations). 
  
Up to the present, there are no multiplexes in the Netherlands with more than 8 screens, as there are in its neighbour, Belgium. Amongst the complexes which are currently running, there are only two cinemas with 7 screens each, and one cinema with 6 screens. 
  
The nature of numbers of admissions in the Netherlands, particularly in terms of geographical distribution - which is less concentrated around one or two large urban centres than admissions in the majority of European countries studied - make "big" multi-screen complexes less likely to be viable, as their economics require an enormous concentration of admissions in a small number of urban centres. 
  
MGM proposes to create some multiplexes, although their exact plans are not known. The risks, for the other circuits, of seeing a player associated with an integrated US major restructuring the exhibition market around multiplexes with more than 8 screens like in the United Kingdom or in Belgium, are real, but its ascendancy is not assured in the Netherlands: the even spread of cinemas throughout the country and the geographical fragmentation of admissions which are found here militate in favour of small complexes, of the order of only 6 to 8 screens at the centre of the big cities and one or two cities dominated by universities. However, because of the existing monopoly in especially Amsterdam, it may be necessary to establish a multiplex of a somewhat bigger size. In 1995 a multiplex with 8 screens will be opened by Warners in the Hague and probably more will follow. 
  
  

Programming 
  

	 1992
	Netherlands
	EU*

	US films' market share
	79%
	74%

	European films' market share  

  - of which national films
	16%

 

13%
	24%

 

17%

	Art-house & experimental: screens as % of all screens (commercial and municipal)
	11%
	10.8%

	Art-house & experimental: share of admissions
	8.2%
	9.7%

	* weighted average


  

As in the majority of European countries, it is difficult to distinguish in the Netherlands definite differences in exhibitors' programming policy. Cinema programming is defined, in practice by the distributors. 
  
At the national level, one notes that the number of visits is concentrated on an increasingly limited number of films: on one hand, the number of films distributed has decreased rapidly in the course of the past ten years (500 films per year in the 1950s to only about 200 films per year nowadays), on the other hand, the proportion of admissions to the 20 leading films has substantially increased (from 36% in 1980 to 70%). 
  
Cinema programming techniques have consequently changed. The national programming of cinemas in the Netherlands is characterised by a plan to release a large number of prints, with simultaneous distribution of the high potential films in a large number of geographical centres. "Blockbusters" might be programmed for 20% of the screens in the country at the same time, spread out throughout the country. The delays in release between the capital and the rest of the country are limited. 
  
This is a positive point for the whole industry, but it does not lessen the importance of stating that this aspect of programming strategy makes it all the more crucial that the independents have speedy access to films with popular appeal, in order to benefit from the national advertising which accompanies their release. There is hardly a local market where a circuit competes with independents. The competition between circuits and independents occurs at the national level, for example, in relation to obtaining prints of major releases. 
  
Another phenomenon which appertains to this "American" release model is that the average duration of exhibition of films is falling, so that it is nowadays only of the order of two or three months throughout the whole country. 
  
The art-house and experimental sector in the Netherlands benefits from a very specific economy. 
  
The art-house and experimental cinemas are divided into three categories: commercial art-house and experimental theatres; and two categories of municipal art-house and experimental theatres, A and B. Amongst these cinemas, only the commercial ones and those falling into category A meet the selection criteria of the CICAE, and it is those criteria which we have chosen to define the field of this sector in the statistics given below. It therefore includes 48 theatres, of which 27 are municipal. 
  
As we will see in the next chapter, the non-commercial art-house and experimental cinemas are subsidised by local government. They are also characterised by a particular operating method when it comes to programming. As for the commercial sector, the practices relating to supply of films to cinemas are defined by the professional associations. The municipal cinemas do not have access to films which are exclusively granted to the commercial cinema members of the Federation. Commercial distributors are authorised however by the associations to give them films which it considers have little commercial potential (this definition is, by default, the practical definition of the criteria for classifying films as art-house and experimental). 
  
The majority of cinemas which are considered as art-house and experimental by CICAE are subsidised. The Netherlands does not, however, possess a significant number of commercial cinemas orientated towards a "specialist" programming strategy distinct from the "mainstream". 
  
The current results of the art-house and experimental market, already positive as their market share is higher than the European average, can probably still be expected to improve with the recent success of this type of programming. 
  
  
Role of the Public Authorities 
  

	 1992
	Netherlands
	EU*

	Taxes:  
                              - VAT  
                              - Other taxes  
                              - Rights (musical)
	 

17.5%**
-

1.125%***
	 

10.80%

5.18%

.

	- Total/ticket (in ECU)
	0.93
	0.65

	Financial assistance:  
                              - Total (in ECU Millions)
	 

1.3
	 

52.7

	                    - Per ticket (in ECU)
	0.01
	0.09

	* unweighted average   
** net receipts    
*** exhibitors pay one-third (0.375%)


  

The Dutch government concentrates the subsidies which it gives to the cinema sector on national film production. These are disbursed by the "Film Fund", which grants no subsidies whatsoever to cinema exhibition. 
  
The non-commercial art-houses have the feature of being subsidised, not by the central government, but by the town councils on which they are dependent. It is because of this that they are called "subsidised art-house". The amount and the method of distribution of these subsidies is not available, but it is known that the relevant funds are used for the purposes of renovation, or to compensate for operating losses. This method tends to "municipalise" certain cinemas, a phenomenon found in several other European countries, particularly in France. 
  
The operation of the Dutch commercial exhibition sector is therefore exclusively privately funded, without any State subsidies, and with the State only intervening to regulate commercial practices. 
  
The NFC comprises the following members: the Association of Exhibitors, the Association of Distributors, the Association of Producers and the Association of Municipal Cinemas. All exhibitors and commercial distributors are part of this national association. 
  
Under the auspices of the federation, agreements are reached concerning windows and relations between commercial distributors and municipal cinemas. In addition, the federation occasionally intervenes even if the relationships between distributors and exhibitors is governed on a private contractual basis. The federation is the only statistical agency for the Netherlands and is also responsible for the collection and dissemination of information supplied by its members. The federation operates an arbitration office as mentioned above. 
  
Under the supervision of the federation, levies are collected for the purpose of marketing, market research and transport of prints, and the federation also collects royalties on sound recordings and compositions. The Exhibitors Association also manages the setting of salary scales, and the training of cinema technicians. 
 
Annex 2: Country Studies


Portugal


  
Key Points 

 The significance of vertical integration and tendencies towards concentration. 

 Lusomundo's dominant position, both in distribution and exhibition. 

 The problems of access to films encountered by independent exhibitors. 

 The appearance of multi-screens, and the beginnings of cinema modernisation. 

 The declining influence of European product. 

 The Portuguese Cinema Institute's subsidies.

  
Screens and Admissions 
  

	 
	 Portugal
	EU
	Portugal
	EU

	 
	Admissions
	Admissions
	No. of screens
	No. of screens

	1960-92
	-
	-80%
	-
	-40%

	1980-92
	-60%
	-38%
	-47%
	-24%

	1985-92
	-
	- 3%
	-
	- 9%


  

	 1992
	Portugal
	EU

	 
	 
	Average*
	Total

	Number of screens
	232
	 
	16,621

	Number of seats ('000)
	96
	 
	4,509

	Number of admissions per seat
	123
	124
	 

	Total number of admissions (millions)
	11.8
	 
	561.0

	Number of admissions per head of population
	1.20
	1.61
	 

	* unweighted average


  
  

Concentration in Exhibition 
  

	 1992
	Portugal
	EU

	 
	Screens
	Admissions
	Screens
	Admissions

	Market share of Top 3 players
	38%
	70%
	18%
	34%

	Market share of independents responsible for own programming
	 

55%
	 

25%
	 

68%
	 

47%


  

Made up initially of a collection of independent, single-screen cinemas, the structure of the Portuguese industry has changed dramatically in the last few years. By diversifying into downstream activities, the leading distributors have effectively been the source of a brutal movement towards concentration. 
  
Lusomundo is the most important film company in Portugal. By growing both externally (by absorbing other enterprises) and internally, it has gradually become the incontestable market leader in both distribution and exhibition: it distributes the products of several US majors (Paramount, MCA/Universal, MGM, Hollywood Pictures, Touchstone, Buena Vista, Walt Disney etc.) and controls an important cinema circuit. It is also present in other sectors (radio, newspapers, property etc.), and may well be tempted to extend its activities into Spain. 
  
This company directly controls the programming of 36 out of 56 theatres in Lisbon, 7 out of 9 in Cascais, and 5 out of 19 in Porto. It also manages a collection of cinemas in the less important towns. In total, it controls directly 57 cinemas, which gives it a share of about 25% of Portuguese screens. It is concerned with single-screen establishments, multi-screens and even small multiplexes (like, for example, the complex in the commercial centre at Amoreiras, which has ten screens, but only 1,330 seats in total). As the cinemas it manages all receive first-run films, its theatres achieve the best occupancy rates and the highest returns in the country. In terms of admissions, Lusomundo's market share in exhibition is estimated to be 55%. 
  
Castelo Lopes, another distributor (Fox, Gaumont, UGC, Renn Productions etc.) owns 14 screens (plus a 5-screen complex which is being built in Porto) and currently controls 10% of the market. 
  
A third distributor, Atalanta/Medeia, specialises in "auteur" films, and owns 16 screens, in which it presents an alternative programme, based on quality films and European productions. 
  
Outside these networks, with the exception of a network of a dozen screens owned by Paulo Martins, there are no players - private or public - who manage more than one or two, and in very exceptional cases, three, screens. Their market share together is low (less than 30%) and their commercial position is particularly weak. 
  
Only a few years ago, there was no foreign investment in the Portuguese exhibition industry. However, in 1991, Warner and Lusomundo drew up an agreement to operate multi-screens as a "joint-venture"; this agreement has already been applied in Lisbon and Cascais, and a complex with 7 screens is currently under construction in Porto. 
  
  
Access by Films to Screens 
  

	 Companies involved in both distribution and exhibition - 1992 
	Distribution market share
(% admissions)
	Exhibition market share
(% admissions)

	Lusomundo
	60%
	55%

	Castelo-Lopes
	-
	10%


  
The main characteristic of the Portuguese cinema sector is the particularly high level of vertical integration. It is likely to bring in its wake market distortions, both for exhibitors and for independent distributors, as the first are likely to find themselves denied access to successful films, and the latter are likely to find that their products are blocked out from local markets which are controlled by the integrated structures. 
  
The danger of this is all the greater, as there is no specific regulation which seeks to remedy the concentration of this sector. There are various general clauses which were originally intended to stop phenomena of vertical or horizontal integration, but they are very imprecise, and therefore of little practical use. 
  
The exhibition sector therefore appears very closed: a new entrant would be effectively compromised, as the integrated structures have succeeded in imposing a rule that, in the case of the reopening of a cinema, the new owner will have to meet all the debts and obligations of his predecessor, at the time the establishment ceased trading even if they were unknown to him. 
  
Moreover, and most significantly, numerous exhibitors emphasized the problems which they encountered in achieving an adequate supply of films, by reason of the fact that their cinemas were in competition with those belonging to the integrated structures. 
  
In order to obtain prints, the independent exhibitors depend on their competitors, and particularly the leading one (Lusomundo) or its associates (Warner) or other distribution houses relative to whom Lusomundo is clearly in a powerful position (Columbia). As they generally only get a chance to show B films, the room for manoeuvre of the independent exhibitors are thus very restricted indeed. 
  
Their position is made all the more fragile by the fact that they have to accept unfavourable rental rates, and that they are only rarely granted written contracts. 
  
In this context, there are two possible strategies in relation to the integrated players: that followed by independent cinemas which work within a market "niche" (auteur films), seeking, within that slot, to remain autonomous and to control their own supply (Paulo Branco), or that of exhibitors like Paulo Martins, whose programming depends on the integrated players, and which therefore accepts second-run films which they programme, or content themselves with US B films. 
  
  
Ticket Prices and Exhibitors' Shares 
  

	 1992
	Portugal
	EU average*

	Average ticket price incl. taxes (ECUs)
	2.63
	4.19

	Average rental as a % of box office net of tax
	50%
	47.2%

	Exhibitor's average share (%)
	50%
	52.8%

	Exhibitor's share of ticket price (ECU)
	1.22
	1.93

	Exhibitor's average share per screen (000 ECUs)
	62
	63


* weighted average 
  
There are no official statistics on the average ticket price: but our sources vary between 335 and 460 Escudos. The variation about the mean is therefore particularly high, 1:1.45; according to the location of the cinema, its nature and ownership, prices are in fact anywhere from 300-500 Escudos (between 250 and 350 on Mondays). 
  
Portugal experiences something rarely seen in Europe: there are some cinemas here which exhibitors rent the distributor, ceding to him their programming rights. However, this situation is fairly rare. As a general rule, the relationship between exhibitors and distributors takes the form of a proportional remuneration with a guaranteed minimum. 
  
Rentals vary from exhibitor to exhibitor, and is calculated as a function of expected returns and the average number of admissions per screen. 
  
The presence of the integrated players considerably complicates a precise estimate of average rentals, particularly as there is no regulatory arrangement concerning the split of returns between distributors and exhibitors. 
  
However, it seems that, in the case of contracts made with independent exhibitors, the distributor's share is valued at more than 50% of box office takings, which makes this one of the highest rental rates in Europe. 
  
  
Cinemas Provision 
  

	 1992
	Portugal
	EU*

	Number of screens per 100,000 population
	2.36
	5.24

	Number of seats per screen
	412
	266

	% large screens
	24%
	24%

	% Dolby
	15%
	51.4%

	% multiplexes (7+ screens)
	7%
	10.7%


* weighted average 
  
The last few years have seen a movement towards concentration of sites in the big urban areas. Lisbon and Porto now contain between them 43% of all screens, and 76% of first-run screens. They represent nearly 70% of screenings, and 64% of the total number of spectators. But the number of communities which no longer have any cinema provision is on the increase. These includes some district capitals and middle-sized towns, which, like Santa Maria da Feira (population 80,000) or Penafiel (39,000 inhabitants) no longer have a cinema. 
  
As in the other European countries, the location of cinemas within urban areas is also changing. Local cinemas in the main urban districts and those on the outskirts are progressively closing; which means that, today, the majority of cinemas are found either in the city centre, or in shopping centres. 
  
And, above all, the last few years have witnessed some modernisation of Portuguese theatres. This modernisation of the sector has two characteristics: 

·  The circuits have centred their strategy around the construction of multi-screens, dedicated to better standards of comfort and higher-performance technical equipment than the majority of single-screen cinemas. Already, there are 11 multi-screen complexes in the country (with more than 2 screens), of which 3 have more than 5 screens. 

· On the other hand, the public authorities have put into place a policy of subsidies for cinema renovation, chiefly to enable the modernisation of single-screen cinemas located in the provinces. 

  
The public has reacted positively to these efforts to modernise. The number of visits per year (1.1 admission per inhabitant per year) is beginning to rise again, even if it is still below the European average. The cinemas which are equipped with Dolby and higher performance projection equipment are recording the best results. This trend is sufficiently pronounced that, although modernisation was initiated by the circuits, other exhibitors are finding they must follow, particularly those in large urban areas or on the coast. 
  
Because of the original condition of the industry, these efforts to modernise are still proving insufficient. The proportion of cinemas with Dolby, or with 70mm projection equipment, is still below the European average. And 85% of screens are still located in single-screen cinemas. 
  
  
Programming 
  

	 1992
	Portugal
	EU*

	US films' market share
	85%
	74%

	European films' market share  

  - of which national films
	10%

 

1%
	24%

 

17%

	Art-house & experimental: screens as % of all screens
	8%
	10.8%

	Art-house & experimental: share of admissions
	3%
	9.7%


* weighted average 

  

The concentration of the sector has undoubtedly been accompanied by a contraction of the variety of films on offer. 
  
The managers of the network, in their determination to programme the same first-run films in all their different sites, look first to reduce the number of outlets. This is a sure sign of the decreasing range of programme offerings, and it is also accompanied by a decrease in the average length of runs. 
  
Such exhibition practices, made possible by using prints already released on foreign markets, are carried out primarily at the expense of European feature films. 
  
The number of European films released has fallen sharply: from around 85-90 a year in the mid 1980s, it fell, for the first time, to below the fifty level in 1991. In the same year, less than 30% of releases were European films. An analysis in terms of market share is even more worrying, as American films accounted for 85% of admissions, of which around 60% was just for the feature films distributed by the American majors. 
  
The "independent" network Atalanta/Medeia is trying to stand out against this dominant trend, by opting for a more demanding programme, in which European films play a significant role. The period of exhibition for these films is also longer than the national average. 
  
This circuit has also begun a considerable effort to arouse interest in films (getting the film's director to present his film, organising retrospectives etc.). It is joined in this drive by several "Art and Experimental" cinemas, even if a precise definition of this terms does not exist, which creates a certain amount of confusion with the "cinema-studios" which appeared under the Salazar regime, as an alternative to traditional exhibition. 
  
There are no more than 14 art and experimental screens in the whole country. Their market share, estimated at 3%, is less than half the European average. 
  
  

Role of the Public Authorities 
  

	 1992
	Portugal
	EU*

	Taxes:  

                              - VAT  
                              - Other taxes  
                              - Rights (musical) 
	 

 

5%

2%

-
	 

 

10.80%

5.18%

-

	- Total/ticket (in ECU)
	0.18
	0.65

	Financial assistance:  

                    - Total (in ECU Millions)
	 

 

0.2
	 

 

52.7

	                    - Per ticket (in ECU)
	0.01
	0.09


* unweighted average 
  
The regulatory position of Portugal is currently very unclear: the law of 1973, which regulates the exhibition sector, particularly by providing a quota for Portuguese films, is not applied, even though it is still on the statute books. A new law is in preparation, and currently under review, and will be adopted very shortly(8). 
 (8)  This text was written in the first half of 1993, and does not take account of the new law relating to the cinema, which was adopted in the second half of 1993. 
  
As we have shown above, there are no specific regulations which seek to control the concentration of the film industry, or its level of vertical integration. There are also no particular regulations concerning the split of takings. On the other hand, several different measures seek to control release windows: unless dispensation is given, there must be a delay of one year from the date of the import of the programme before it can be shown on video; the delay before television broadcast is two years. 
  
Since 1985, the Portuguese government, through the Cinema Institute, has been trying to speed up the modernisation of sites, by granting subsidies to exhibitors either to build new cinemas, or to renovate. 
  
Up to the present, 671 M Escudos (670,000 ECUs) have thus been given to 76 cinemas. During 1993, a sum of 288 M Escudos (170,000 ECUs) was set aside as a budget. These funds have so far benefitted the provincial cinemas the most (44 screens located in the small towns or villages) and independent exhibitors, or theatres dependent on town councils. 
  
Increasingly, the town councils (26 to date) are trying to counteract the lack of cinemas in their locality, by taking charge, usually with the help of the Cinema Institute, of the renovation or construction of establishments. 
  
In addition, the Lisbon authorities have instituted a regulation which demands the construction of at least one cinema in each area which has been the subject of property development, if this area has previously boasted a cinema. And in Porto, the city council has started a study to examine the conditions for maintaining the Batalha cinema. 
  
The rate of VAT applied to cinema admissions is 5%. With the exception of property taxes, local taxes do not directly affect exhibition activity. When it comes to national taxes, the exhibitor faces both professional taxes (400 Escudos, that is 2.2 ECUs for a single-screen cinema) and an exhibition licence, which currently costs 5,000 Escudos (27.7 ECUs). 
  
In addition, until 1989, the Portuguese Cinema Institute collected a contribution of 15% of the ticket price, in order to finance its activities. 
  

Annex 2: Country Studies


Spain


  
Key Points 

 The number and power of the networks. 

 The growing presence of foreign investment. 

 The market power of the distribution companies. 

 Particularly high rentals. 

 The number of multi-screen complexes. 

 The perverse effects of programming quotas.

  
Screens and Admissions 
  

	 
	 Spain
	EU
	Spain
	EU

	 
	Admissions
	Admissions
	No. of screens
	No. of screens

	1960-92
	-
	-80%
	-
	-40%

	1980-92
	-52%
	-38%
	-56%
	-24%

	1985-92
	-24%
	- 3%
	-42%
	- 9%


  

	 1992
	Spain
	EU

	 
	 
	Average*
	Total

	Number of screens
	1,807
	 
	16,621

	Number of seats ('000)
	900
	 
	4,509

	Number of admissions per seat
	93
	124
	 

	Total number of admissions (millions)
	83.3
	 
	561.0

	Number of admissions per head of population
	2.13
	1.61
	 

	* unweighted average


  
  

Concentration in Exhibition 
  

	 1992
	Spain
	EU

	 
	Screens
	Admissions
	Screens
	Admissions

	Market share of Top 3 players
	 

7%
	 

19%
	 

18%
	 

34%

	Market share of independents responsible for own programming
	 

69%
	 

17.5%
	 

68%
	 

47%


  

Exhibition in Spain is controlled by less than thirty players throughout the country. 26 circuits between them account for 80% of the market. And the five leading players, with 244 screens, receive over a third of the box office revenues. The vast majority of the circuits are family enterprises, which have progressively developed. However, four exceptions should be highlighted: 

· two circuits run by foreign operators: Edeline, linked to the principal French circuits; and, above all, the market leader, Cinesa, a subsidiary of UCI, which, with 73 screens, is responsible for 10% of the market. 

· two "circuits" resulting from the grouping together of independents: ACEC comes from the union in 1985 of 13 Catalan exhibitors, and Cines Centro, based in Galacia. 

As a general rule, establishments belonging to a circuit are also owned by it. However, Cinesa only owns half of the cinemas within its circuit; in the other cases, Cinesa either just programmes the cinema, or manages and programmes it, but does not own the business. 
  
In such a situation, the part played by exhibitors who choose their own programmes is obviously reduced: they are estimated to be less than 18% of the market. And this movement towards integration is far from over. The historical data which would allow comparisons to be made of the market share of the leading players at different times does not exist. But everything indicates that the sector has become increasingly integrated during the last five years, as a result of three phenomena: the closure of "independent" local and provincial cinemas, the acquisition of cinemas in financial difficulties by the circuits, and the creation, by the latter, of multi-screens. And these trends are both strengthening and deepening: the circuits are intending to open no less than 180 screens between now and 1995, of which nearly a quarter will belong to Cinesa. This company in fact has already invested in 1993 1.8 billion Ptas (12 million ECUs) in two markets, Valencia and Barcelona. 
  
In the course of the period from now to 1995, the presence of foreign investment within the sector will also be reinforced. Warner Bros, which until now had not a single Spanish cinema, has formed an association with the Portuguese firm, Lusomundo, the stated purpose of which is to open 50 screens in the country's big cities in the next three years. The first complex, with 8 screens, will open in a commercial centre on the outskirts of Madrid in 1994. With the intervention of a new "major" in the exhibition sector, and the development of Cinesa, more than 10% of screens (and 15% of screens open all year round) will, in the next three years, fall into foreign hands. And this is, if anything, a minimal estimate, which does not take into account the Spanish projects which the Belgian group Kinepolis are planning. 
  
  
Access by Films to Screens 
  

	 Companies involved in both distribution and exhibition - 1992 
	Distribution market share
(% admissions)
	Exhibition market share
(% admissions)

	UIP (Cinesa)
	17%
	9.5%

	Lauren Films
	8%
	3%


  

For exhibitors, access to films is firstly likely to be complicated by movements towards vertical integration. Nearly 200 screens (including a fifth of all-year round screens) are at present controlled by the big distribution houses like UIP (Cinesa), Yelmo Films, Lauren Film, Alta Films (Cines Renoir) and Izaro Films (Empresa Reyzabal). 
  
But we must emphasize that these vertical integration phenomena have very different consequences in terms of programming. Cinesa tells us that UIP only supplies 30% of its programming, but Lauren Films' cinemas show very little except the films which are distributed by their mother-company. 
  
As well as these vertical integration phenomena, there are numerous more or less formal ties between distributors and circuits. The ties between Warner Española and the Bautista Soler network are one example. 
  
Whatever ties there may be, the increasingly frequent adoption of "intensive programming" techniques helps reinforce the position of the distributors in every way, particularly as the distribution sector is peculiarly concentrated, with less than 10 companies controlling 90% of the market. The margin for manoeuvre of exhibitors, particularly the independents, is therefore considerably reduced. In these circumstances, it is very rare to see programming which is not determined by the distributors. 
  
In the smaller towns, the distributors generally channel all their films through a single establishment. In the more important ones, the distributors decide how films are shared out between the different exhibitors: this is why they are called "circumstantial circuits" ("circuitos de circumstancias"). Cinemas sink or swim according to the whims of the distributors. 
  
These practices have led several independent exhibitors, especially in major cities, to enter programming agreements with circuit owners, making it easier for them to access successful titles. In certain instances they may even obtain more competitive rates, since it is reckoned that a margin of 2-3% exists between rates paid by independents and those negotiated by the circuits. 
  
There are other programming agreements which allow independent cinemas access to successful films at the same time as the major circuits. 
  
Finally, in future, owing to a judicial decision, block-booking is now forbidden: this has until now been imposed by several members of the ADICAN (the association of distribution companies dependent on the "majors"). 
  
  
Ticket Prices and Exhibitors' Shares 
  

	 1992
	Spain
	EU average

	Average ticket price incl. taxes (ECUs)
	2.75
	4.19

	Average rental as a % of box office net of tax
	53%
	47.2%

	Exhibitor's average share (%)
	47%
	52.8%

	Exhibitor's share of ticket price (ECU)
	1.20
	1.93

	Exhibitor's average share per screen (000 ECUs)
	55
	63


  
The average ticket price stands at 350 Ptas, which is certainly higher than Portugal, but clearly lower than the prices recorded in the majority of European countries. Despite the variations recorded according to the location of the cinema and the nature of the establishment (in certain cinemas in Madrid and Barcelona, the lowest price is 600 Ptas) it still seems that the cinema is good value in Spain. Cinesa initiated the practice of declaring Wednesday the "spectator's day", and, as a result, numerous cinemas now apply a general reduction of 50% on that day. 
  
There are basically two forms of contractual relations between distributors and exhibitors: proportional remuneration and a fixed payment. 
  
The proportional remuneration system is strongest in theatres where box office receipts are more than 25 million Ptas. These are essentially theatres located in the big cities. Rentals are not fixed by any specific regulation. Consequently, it varies according to the likely success of the film, and the period for which it is likely to be shown. Thus, for a film with high commercial potential, the rental in the first two weeks is likely to be 60%. For an average film, in the fourth week of showing, it is 50%. A variant on this system of remuneration is to review the rental in terms of the receipts received during the screening of the film. 
  
With some exceptions, a guaranteed minimum is not applied. The distributor's share, however, is one of the highest in the European Community: in the case of proportional remuneration, the average proportion of takings is 53%. This extra cost is therefore significant in relation to other European countries. 
  
Cinemas which receive less than 25 million Ptas a year, that is establishments in rural areas or small towns, are subject to a system of fixed remuneration, except for successful films for which a proportional remuneration is applied. The precarious financial position of this type of cinema has led the Association of distributors (the FEDCINE) to make an agreement with the exhibitors' association, in order to set a maximum rental for this type of cinema. It is currently 60,000 Ptas per film. This agreement, however, is not respected. 
  
  

Cinemas Provision 
  

	 1992
	Spain
	EU*

	Number of screens per 100,000 population
	4.63
	5.24

	Number of seats per screen
	498
	266

	% large screens
	27%
	24%

	% Dolby
	40%
	51.4%

	% multiplexes (7+ screens)
	8%
	10.7%


* weighted average 
  
The Spanish exhibition industry has undoubtedly seen significant efforts to modernise in the last decade. In fact, 50% of screens have now been renovated, or are part of recently-built cinemas. 
  
This modernisation drive has mostly consisted of building multi-screens. At the beginning of 1993, there were 200 complexes of this sort, which together possessed 684 screens, which is 38% of all screens, and nearly 70% of the screens which are open all year round. The majority of complexes have appeared since 1980, and modernisation investment since then has almost exclusively affected towns with more than 100,000 inhabitants. 
  
By contrast, the profitability of the single-screen establishments in the small towns is too low to allow their operators to undertake any of the necessary modernisation. The technical state of this part of the sector has hardly changed, and stays very mediocre compared with the sector as a whole. It is on the basis of these reports that distributors state that Spanish exhibition is 10 years behind the countries of Northern Europe. All the more so since it seems that, due to insufficient maintenance even some recently-opened cinemas run the risk of ageing quickly. 
  
Nevertheless, Spanish exhibition undoubtedly has at its disposal several cinemas which are in a better state than any other Mediterranean country: the number of screens equipped with Dolby, computerised box offices or air-conditioning, as well as the proportion of multi-screens, are clearly higher than for instance in Greece or Portugal. 
  
The impetus towards modernisation, in Spain as elsewhere, is driven by the circuits. 
  
The market forces which brought these changes have also caused the closure of a significant number of cinemas located in the small towns. Of the 5,222 closures recorded between 1966 and 1991, more than 4,000 were in rural areas, or in communities with less than 50,000 inhabitants. In Andalusia, some provincial capitals only possess one cinema. 
  
On the other hand, the new multi-screen complexes are clearly well-established in the big towns, often in commercial centres located in the outskirts. When it comes to the big urban areas, it is clearly closeness to other commercial activities, and the ease of access and parking, which appear to be the decisive factors in the location of the new cinemas. 
  
  
Programming 
  

	 1992
	Spain
	EU*

	US films' market share
	77%
	74%

	European films' market share  

  - of which national films
	22%

 

9%
	24%

 

17%

	Art-house & experimental: screens as % of all screens
	6%
	10.8%

	Art-house & experimental: share of admissions
	6%
	9.7%


* weighted average 
  
Since 1980, programming practices have also witnessed a profound transformation: in a few years, the number of films distributed has decreased by half. There is also a growing concentration of admissions towards a small number of films: in 1980, the top ten films recorded less than 10% of admissions; in 1992, they achieved more than a quarter (25.7%). 
  
Moreover, as the scale of releases has grown, the life cycle of the film in the cinemas is significantly reduced, from 2 years at the beginning of the 1980s to less then six months currently. 
  
This "intensive" programming policy particularly favours products from the other side of the Atlantic: the market share of American films is growing significantly, attaining a level of just a little less than 80% at present, whilst it was only 41% in 1981. By contrast, European films' market share, despite programming quotas (see overleaf), is in free fall: more than 50% in 1981, just a little more than 20% twelve years later, which shows, amongst other things, the fact that, calculated by showings, the performance of EU films is a long way below that of American products. 
  
Spain is distinct from other European countries in that the proportion of non-national European films remains higher (as a result of quotas). 
  
According to the law, Art and Experimental cinemas are classed as "those which programme films which, according to the Institute of Cinema and Audiovisual Art (ICAA), display either cultural interest or have an experimental form" for at least a minimum number of days, fixed according to the location of the cinema (every day in the year in Madrid and Barcelona, 25 days per year in the towns with less than 50,000 population). 
  
This very strict definition dates from the Franco period, and its aim was to limit the numbers of this type of cinema - it has effectively caused the almost total disappearance of cinemas which, in strict terms, could be defined as art or experimental. By contrast, there has been a slight growth in the number of cinemas which now show films in original language version. 
  
  

Role of the Public Authorities 
  

	 1992
	Spain
	EU*

	Taxes:  

                              - VAT  
                              - Other taxes  
                              - Rights (musical) 
	 

 

6%

-

0.66-1%
	 

 

10.80%

5.18%

-

	- Total/ticket (in ECU)
	0.20
	0.65

	Financial assistance:  

                              - Total (in ECU Millions)
	 

 

2.18
	 

 

52.7

	                    - Per ticket (in ECU)
	0.03
	0.09


* unweighted average 
  
The rate of VAT applied to all admissions is 6% (15% for films classified "X"). With the exception of taxes levied on all businesses (property tax etc.) there is no tax which applies particularly to exhibition. 
  
Since 1985, the ICAA, under the supervision of the Ministry of Culture, has been in charge of film policy. It is therefore this institute which monitors admissions. Since 1990, in order to accelerate computerisation, and to facilitate the adherence to regulations and the calculation of subsidies granted to producers, it has promoted the computerisation of box offices by meeting the cost of equipment and software. This explains the peculiarly high level of cinemas with computerised box offices. 

In the field of regulation, programming quotas are the most important characteristic of the Spanish industry. Since 1986, exhibitors who show dubbed films have, in practice, to show one day of EU films for every two days of foreign films. If a cinema does not abide by this regulation, sanctions are applied which go as far as the closure of the cinema. This system, supported by producers, has been the object of substantial industry criticism: it seems to have effects on profitability. Certainly it decreases demand for American "B" films, but it contributes to stimulating demand for the most successful US films. In the absence of regulation on rentals, it pushes the prices of these products up higher. Amongst other things, given the lack of success of European films, exhibitors claim that the regulation diminishes their operating returns to the extent that they are constrained from investing in the sector. 
  
In view of these criticisms, the next review of quotas may seek to lower them. 
  
On the subject of release windows, regulation is by contrast less rigid. As a general rule, films, be they Spanish or foreign, cannot be made available unless they follow the provisions of the law of 1988 on domestic television: this requires that two years elapse after cinema release before they are shown on television (6 months in the case of a co-production). Films which have benefitted from a subsidy are subject to even stricter rules: 6 months after cinema release for release on video, a year (reduced to six months for co-production) for a TV showing (pay TV or free TV, domestic or public). Other than that, there is no specific regulation concerning access to films, nor on the split of revenues. 
  
Public subsidies given to exhibition fall into three categories: automatic subsidies, selective subsidies and low-interest rate loans. 
  
For showing an EU film which receives a distribution subsidy, cinemas have received, since 1992, a maximum of 5% of gross takings recorded at the time they screened the work. For 1993, these subsidies rose to 100 million Ptas. 
  
There are also subsidies available for renovation of cinemas in rural areas or those which have low profitability. Their amount will depend on the ICAA's budget; since 1991, the budget designated for this was low (of the order of only 50 M Ptas per year), so the number of cinemas benefitting from these was necessarily limited (only a score of theatres a year). 
  
Finally, exhibitors who have an account at the International Bank of Spain are also eligible for a reduction in interest rates, thanks to an agreement made between that bank and the ICAA. 
 
Annex 2: Country Studies


United Kingdom


  
Key Points 

· Most concentrated exhibition sector of any major European market. 

· Spectacular revival of fortunes since 1985 with more than a doubling of admissions. 

· Multiplexes account for a quarter of the screens and half the admissions. 

· Domination of market by US films and  UK films financed and distributed by the majors (90 per cent of revenues). 

· Low rentals but very high investment by large distributors in marketing which is justified by considerable value of video and pay-TV markets (four times the size of theatrical). 

· Healthy commercial art-house sector in London and some other major cities, supplemented by 50-screen network of publicly supported Regional Film Theatres. 

· Virtually no other public intervention in exhibition, save for 27 municipal cinemas and stringent fire, health and safety regulations. 

· Powerful trade association acts as regulatory body. 

· Highest revenues per screen in Europe. 

 

Screens and Admissions 
  

	 
	UK
	EU
	UK
	EU

	 
	Admissions
	Admissions
	No. of screens
	No. of screens

	1960-92
	-79%
	-80%
	-42%
	-40%

	1980-92
	0%
	-38%
	10%
	-24%

	1985-92
	44%
	- 3%
	38%
	- 9%


  

	 1992
	UK
	EU

	
	 
	Average*
	Total

	Number of screens
	1,757
	 
	16,621

	Number of seats ('000)
	520
	 
	4,509

	Number of admissions per seat
	199
	124
	 

	Total number of admissions (millions)
	103.6
	 
	561.0

	Number of admissions per head of population
	1.8
	1.61
	 

 


* unweighted average 
  
The UK figures for attendances and screens seem at first sight to be in line with Europe as a whole. But they disguise a decline in the period up to 1985 which was deeper and faster than any other country. While the rest of Europe has seen a gentle reduction in both cinemas and cinema-going in the second half of the 1980s, the UK saw a steep recovery. Often associated with the arrival of multiplexes, the UK recovery for the most part pre-dated the opening of the new cinemas. Exhibitors point out that the recovery came in the wake of the abolition of special levies and quotas. Instead, the rise in attendances seems to coincide with a substantial increase in the marketing of feature films which is largely associated with the home video boom. Also, the commitment by the US majors (notably Warners and UCI) to exhibition spurred not only their own efforts but also those of their competitors, Odeon and MGM, to win back audiences to the cinema. Finally, cinema-building activity could be said to have contributed an atmosphere of excitement and urgency in the many cities where multiplexes were being created which served to make cinema-going a fashionable activity for the young and more attractive to older audiences (35 plus). 
  
Set against the general decline in Europe in cinema-going and, in the last three years, the strengthening grip of the recession, not to mention the dire state of domestic production, the UK trend towards increased audiences must be attributed both to creating a new audience and winning back former cinema-goers. That said, no more than 10 per cent of the population account for a very large (around 70 per cent) of all cinema-going. This encourages UK exhibitors who see scope to achieve a US level of visits-per-year-per-head which would translate into 200 million admissions annually. Even conservative forecasts anticipate a rise to 140 million over the next five to seven years. 
  
  
Concentration in Exhibition 
  

	 1992
	United Kingdom
	EU

	 
	Screens
	Admissions
	Screens
	Admissions

	Market share of Top 3 players
	 

53%
	 

67%
	 

18%
	 

34%

	Market share of independents responsible for own programming
	 

24%
	 

20%
	 

68%
	 

47%


  
Among the major national markets, the UK is by far the most concentrated. Despite the arrival of new players (notably Warners and National Amusements from the US and small, domestically-owned circuits like Apollo and Robins), the Top 3 - MGM, Odeon and UCI - account for a growing share of the market. This is achieved both by maintaining audiences at existing sites and the creation of new ones. MGM, with some 24 per cent of the screens and 30 per cent of admissions, is the leader. Odeon, which has divested itself of most if not all of its non-viable sites, has around 17 per cent of screens and 22 per cent of admissions. UCI, the company created by Universal and Paramount to develop multiplexes in the UK (it has only two non-multiplexes, both London West End showcases, out of 25 sites), accounts for 12 per cent of screens and 18 per cent of admissions. 
  
In practice, there are 1,450-1,500 commercial screens in the UK (excluding part-time, military and university screens). There are only 25 companies with more than two sites. The BFI (see below) with 51 sites is the seventh-largest circuit. 
  
That said, the pronouncements that the independent sector was set to disappear do not seem to have been well-founded. As in France, the major circuits tend to be restricted to the larger catchment areas. Elsewhere in the country, the market is left to the independents and smaller chains. In some important local markets, an independent operator will be able to maintain a monopoly, which gives him access to first-run prints of major releases (for Jurassic Park, independents reportedly took 90 - 22.5% - of the 400 prints). 
  
Bullish commentators see scope in the UK for 20 more multiplexes (on top of the 62 already in operation). To the extent that this comes about, it could be expected to lead to the closure of as many as one hundred independently-run screens but it would take an equal if not larger toll on city-centre screens owned by Odeon and MGM. 
  
Unsurprisingly, however, the trend towards opening new multiplexes has slowed down considerably in the past few years as the recession has forced even the exhibition sector to adopt an attitude of caution. 
  
  
Access by Films to Screens 
  

	 Companies involved in both distribution and exhibition - 1992 
	Distribution market share
(% admissions)
	Exhibition market share
(% admissions)

	UIP/UCI/MGM
	22.3%
	46.1%

	Warners
	30.9%
	4.1%

	Rank
	2.4%
	20.8%


  
Like the exhibition sector, distribution in the UK is highly concentrated: in 1992, six distribution companies (the five US majors and Guild) accounted for 43 per cent of the new films released and 90 per cent of box office). Three groups account for 56 per cent of the distribution side and 72 per cent of the exhibition side. However, the companies involved - UIP, Warners and Rank on the distribution side; UCI, MGM, Warners and Odeon on the exhibition side - all insist that the two sides are completely separate. Indeed there is no evidence of the two sides giving more favourable terms to one another than to third parties. Where alignments between distribution and exhibition exist, they are a function of who has the best films and the best cinemas, not of preferences for a circuit to handle the films provided by its sister distribution company. 
  
Where distributor/exhibitor ties become more of an issue is with more specialised, especially European films. Three groups - Artificial Eye, Mayfair/Curzon and Mainline - are acquiring films intended to be exhibited at their own cinemas. In London, which accounts for perhaps two-thirds of revenues for such films, the distributors will only play films in other outlets if their own cinemas are already full. Mayfair/Curzon, in particular, will grant its flagship Curzon cinema an exclusive for the Greater London area. It is argued that this kind of integration is the only thing which makes specialised films commercially viable in the UK. But this policy can be considered responsible for creating a scarcity of prints and very limited releases for a large number of films which, in other countries, will tend to enjoy a comparatively wider distribution. 
  
In general, despite the relatively fewer screens in the UK, exhibitors see an insufficiency of prints as being the main barrier they face to getting access to films, with many sites being forced to wait some considerable time after first release, and after most of the interest has waned, before being given a print. Also, distributors are tending to insist on increasingly long guaranteed runs which will tend to work against exhibitors in smaller markets. Distributors are also unwilling to sanction arrangements whereby cinemas share a print. 
  
  
Ticket Prices and Exhibitors' Shares 
  

	 1992
	UK
	EU average

	Average ticket price incl. taxes (ECUs)
	3.92
	4.19

	Average rental as a % of box office net of tax
	41%
	47.2%

	Exhibitor's average share (%)
	59%
	52.8%

	Exhibitor's share of ticket price (ECU)
	1.83
	1.93

	Exhibitor's average share per screen (000 ECUs)
	108
	63


  
At first sight, the UK looks to have the richest and most profitable screens of any country in Europe. This is because of the low number of screens relative to the size of the population. It is therefore striking to note that ticket prices fell in real terms in the 1980s until 1988, only overtaking the 1980 level in 1991. There has been little real increase in ticket prices despite the very high investment in cinema construction and renovation. 
  
As well as keeping down ticket prices, exhibitors have had to absorb VAT increases and increased rentals paid to distributors, so that their net receipts have only increased to the extent that they have succeeded in attracting new customers. Cinema advertising is a comparatively small business (around £35 million in 1992) and the share of expenditure on cinema advertising which flows back to exhibitors is, in any case, smaller still (as little as 25 per cent). 
  
To mitigate these trends, exhibitors have placed a large emphasis on concessions which will tend to yield in gross receipts amounting to 50 per cent on top of box office - higher than the European average. 
  
Rental levels are set by distributors, with one major distributor negotiating with each cinema (or, in the case of the multiplex circuits, UCI, National Amusement and Warner, with their headquarters) a "break figure" or "house nut", corresponding to the break-even point for each screen. The agreed figure is then accepted by all other distributors. The distributors, through their trade association, the Society of Film Distributors, also sets business terms for all exhibitors, in terms of amounts of credit, how prints are to be handled, exclusive runs etc. The normal arrangement on rentals, which applies to virtually all films and to the vast proportion of cinemas, is that the exhibitor retains 75-90% of box office up to the break figure, after which he keeps 25 (or 10) per cent. The exception to this is Odeon which pays rentals on the sliding scale basis common elsewhere in Europe. 
  
  
Cinemas Provision 
  

	 1992
	UK
	EU*

	Number of screens per 100,000 population
	3.10
	5.24

	Number of seats per screen
	296
	266

	% large screens
	26%
	24%

	% Dolby
	95%
	51.4%

	% multiplexes (7+ screens)
	29%
	10.7%


* weighted average 
  
On average, the UK is less densely screened than any other European country except the Netherlands and Portugal and has the most seats per screen after Portugal and Spain. The average figure may be misleading, however. The decline in the number of cinemas and screens has largely been at the expanse of less-densely populated areas, so that the screens that do remain (or have been built) are serving larger catchment areas. The major population centres may be as well - or possible better - served in the UK than in many other countries. The seats-per-screen figure are inflated by 10 cinemas with more than 1,000 seats, six of which are part-time cinemas. 
  
  
Programming 
  

	 1992
	UK
	EU*

	US films' market share
	86%
	74%

	European films' market share  

  - of which national films
	13%

 

12%
	24%

 

17%

	Art-house & experimental: screens as % of all screens
	5%
	10.8%

	Art-house & experimental: share of admissions
	3%
	9.7%


* weighted average 
  
At first glance, the breakdown of UK box office by country of origin of films seems to conform to the European average, but the underlying truth is that the respectable 12 per cent share achieved by UK films is thanks to a situation unique to the UK in which the US majors will frequently finance and distribute UK films. Notable examples in recent years include Shirley Valentine, A Fish Called Wanda, Memphis Belle and The Commitments. Perhaps more surprisingly, also qualifying as UK films were the Star Wars trilogy, the Indiana Jones films and Batman, not to mention films made by UK producers in the US (e.g. Lawnmower Man). Discounting these films and the UK share falls to below 6%. Also holding up the UK films' performance is the insistence of the UK industry in claiming as British films made as much if not more in Ireland as in the UK and using Irish talent: My Left Foot, The Crying Game, Hear My Song, The Playboys etc. Exclude these films and there is hardly any UK box office at all for UK films. 
  
Just as UK films often perform much better in other European countries than they do in their home market, so French and Spanish films fare as well in the UK if not better than UK films which, in any case, tend to be financed by television (BBC and Channel 4), receiving limited theatrical release (e.g. The Snapper, which was only shown in the cinema after being screened on BBC). 
  
The seemingly poor performance of non-domestic European films and the low percentage of admissions accounted for by art-house cinemas also conceals the reality: the specialist cinemas clustered in London's West End are some of the most profitable screens in the country, nearly all owned and operated by integrated distribution/exhibition companies (e.g. Mayfair/Curzon, Mainline, Artificial Eye). These are supplemented by a nationwide network of Regional Film Theatres which receive public funding and programming assistance from the British Film Institute. 
  
  
Role of the Public Authorities 
  

	 1992
	UK
	EU*

	Taxes:  

                              - VAT  
                              - Other taxes  
                              - Rights (musical) 
	 

 

17.5%

2.5%

1.0%
	 

 

10.80%

5.18%

-

	- Total/ticket (in ECU)
	0.82
	0.65

	Financial assistance:  

                              - Total (in ECU Millions)
	 

 

1.00
	 

 

52.7

	                    - Per ticket (in ECU)
	0.01
	0.09

	* unweighted average


  
Compared to France or Germany, the film business in the UK receives virtually no support from the public authorities. Since the abolition of the Eady Levy and the last remnants of exhibition quotas in 1984, the government has applied a rigorous free-market policy to exhibition. The industry has responded by perhaps the highest level of investment (certainly per screen) of any country in Europe: the exhibitors' trade association, the CEA, estimates total investment in building and refurbishing screens between 1985 and 1992 amounted to £654 million. 
  
What support there has been is confined to the monies provided by the British Film Institute for the Regional Film Theatres (RFTs), to cover everything from modernisation to employing educational officers. With their [51] screens, the RFT network has significant broking power. 
  
In 1993, the authorities did intervene with the establishment of an inquiry by the competition tribunal, the Monopolies and Mergers Commission, into all aspects of the supply of films in the UK. This inquiry follows similar investigations in 1966 and 1983 the result of which was to curb exclusivity arrangements and alignments (between exhibitors and circuits). The UK government ministry responsible for the film industry, the Department of National Heritage, is currently preparing to issue a policy statement which may reverse the last decade's trend towards benign neglect. 
  

Annex 3: 
Description of the methodology involved in the quantitative survey 
  
Here we describe the method used for the quantitative section of the study undertaken by BIPE Conseil and London Economics for MEDIA Salles. 
  
The information which came from a survey undertaken in the first half of 1993, of a sample of exhibitors from different countries in the EU, has been included in the White Book. The aim of this quantitative work was to gather information complementary to the dossier of statistics already published by MEDIA Salles (the European Cinema Yearbook 1992 and 1993 editions) by providing original data on the location of cinemas, their size, commercial policy, facilities, programming and performance. 
  
A questionnaire, created by BIPE, then submitted to the representatives of MEDIA Salles and subsequently vetted by the different national exhibitors' associations, was translated into eight national languages, and sent out, in the post, to a sample of 3,000 cinemas situated in the different countries within the Community. 
  
This sample was amassed at random from a database of lists of cinemas sent by the national associations or by official organisations, always taking care, according to the stratified sample approach, to represent in each country the structure of the industry according to the size of cinemas (ie the number of screens). In certain countries, stratified sampling was also used to represent the distribution of the industry according to different regions. 
  
When it was necessary, telephone follow-ups were used by the study's national correspondents, in order to maximise the response rate to the survey. 1,170 questionnaires were completed and returned, which is a response rate of nearly 40%, which is more than respectable for a survey of this type; however, there is no precedent for a quantitative survey concerning the industry throughout all the countries of Community. This response rate certainly attests to the interest manifested in such a study as much by the exhibitors' associations as by the management of the cinemas themselves. 
  
The data capture and the statistical treatment of the questionnaires was entrusted to a specialist firm, under the direction of BIPE Conseil. 
  
All the precautions taken and the existence of a very favourable response rate however does not necessarily avoid all risk of bias. 

· As for all surveys which require a voluntary collaboration by the people or companies questioned, it is possible that the pattern of non-responses alters somewhat the representativeness of the data obtained. When looked at country by country, the usable data showed, for example, an over-representation of single-screen establishments - this was particularly the case in Germany - and, in some cases, an under-representation of these cinemas and an over-representation of multi-screen complexes. 

Whenever it was possible, these biases were corrected by using the classical technique of weighted coefficients, in order to adjust the sample in each country within the structure of the national universe. 
  
The data capture and statistical processing of the questionnaires, extremely complex as numerous variables were involved, were entrusted to a specialist survey data processing company, under BIPE Conseil’s supervision. 
  
Two series of results were provided: unweighted and weighted, in order to adjust the national samples to reflect the distribution of screens within the national universe (using the variable: number of screens per cinema). 
  
We must state that the distribution of responses required from the correspondents were calculated on a the basis of distribution of screens by category of cinema; the rate of weighting used was calculated on the basis of the number of screens by category of screen, and not by the number of cinemas. 
  
The weighted results, using the distribution of screens by category of cinema (Single-screen, 2 screens, 3 screens etc.) were the ones we mostly used in the analysis. 
  
This type of bias was actually easy to detect, since precise country-by-country data on the variations in cinema distribution according to size of theatres was already available. It is not, however, certain that other biases were introduced for variables for which exhaustive information was not available. It seems, for example, that the response rate has generally been better from the large urban areas than from the smaller sized population areas. In the absence of reliable general data, however, it is impossible to redress this bias in a satisfactory manner. 
  
  

	 Weighting Coefficients

	 
No. of Screens
	Belgium
	Denmark
	France

	
	Pop %
	Sample %
	Coef
	Pop %
	Sample %
	Coef
	Pop %
	Sample %
	Coef

	1
	22.0
	22.2
	0.991
	34.5
	27.9
	1.236
	32.0
	22.9
	1.397

	2
	10.7
	6.3
	1.698
	21.5
	11.7
	1.837
	13.5
	12.4
	1.088

	3-5
	36.4
	34.9
	10.42
	36.27
	37.8
	0.959
	36.0
	42.5
	0.847

	6-7
	8.8
	11.1
	0.793
	4.0
	5.4
	0.741
	13.5
	13.7
	0.985

	8+
	21.6
	25.4
	0.850
	2.5
	17.1
	0.146
	5.0
	8.5
	0.588

	No. of Questionnaires
	63
	111
	153

	 
No. of Screens
	Germany
	Greece
	Ireland

	
	Pop %
	Sample%
	Coef
	Pop %
	Sample %
	Coef
	Pop %
	Sample %
	Coef

	1
	34.5
	55.0
	0.627
	99.0
	99.0
	-
	17.2
	10.8
	1.592

	2
	19.5
	16.3
	1.196
	1.0
	1.0
	-
	25.8
	15.4
	1.675

	3-5
	35.0
	24.0
	1.458
	 
	 
	 
	36.5
	49.2
	0.742

	6-7
	7.0
	3.1
	2.25
	 
	 
	 
	3.2
	9.2
	0.347

	8+
	4.0
	1.6
	2.5
	 
	 
	 
	17.2
	15.4
	1.117

	No. of Questionnaires
	129
	94
	65

	No. of Screens
	Italy
	Netherlands
	Portugal

	
	Pop %
	Sample %
	Coef
	Pop %
	Sample %
	Coef
	Pop %
	Sample %
	Coef

	1
	96.0
	90.1
	1.065
	14.9
	11.3
	1.318
	76.0
	55.3
	1.374

	2
	2.0
	7.2
	0.277
	21.0
	23.9
	0.878
	9.5
	14.5
	0.655

	3-5
	1.5
	1.8
	0.833
	59.3
	60.6
	0.978
	8.5
	17.1
	0.497

	6-7
	0.0
	0.0
	0.0
	4.6
	4.2
	1.095
	3.0
	-
	-

	8+
	0.5
	0.9
	0.555
	0.0
	0.0
	0.0
	3.0
	13.2
	0.454

	No. of Questionnaires
	111
	71
	76

	 
No. of Screens
	Spain
	UK
	
	
	

	
	Pop %
	Sample %
	Coef
	Pop %
	Sample %
	Coef
	
	
	

	1
	62.0
	56.5
	1.097
	18.0
	28.8
	0.625
	
	
	

	2
	7.0
	8.2
	0.853
	12.3
	11.4
	1.080
	
	
	

	3-5
	22.9
	22.4
	1.022
	32.7
	30.9
	1.058
	
	
	

	6-7
	4.0
	8.2
	0.487
	11.3
	18.1
	0.621
	
	
	

	8+
	3.5
	4.8
	0.729
	24.7
	14.8
	1.669
	
	
	

	No of Questionnaires
	147
	149
	
	
	


  

· For various reasons (the cooperation of associations, the commitment of exhibitors, the attitude of the major circuits, experience of this type of survey, the "culture" of enterprises etc.) the response rate and even the number of questionnaires returned varies considerably from country to country. 

  

	 Numbers of observations per country

	 
	Number of Questionnaires
	Percentage of Questionnaires
	No. of screens
	%

	Belgium
	63
	5.4%
	431
	14.6

	Denmark
	111
	9.5%
	315
	35.2

	France
	153
	13.1%
	4402
	3.4

	Germany
	129
	11.0%
	3630
	3.5

	Greece
	94
	8.0%
	405
	3.4

	Ireland
	65
	5.6%
	189
	34.3

	Italy
	111
	9.5%
	3020
	3.6

	Netherlands
	71
	6.1%
	416
	17.0

	Portugal
	76
	6.5%
	232
	32.7

	Spain
	147
	12.6%
	1807
	8.1

	UK
	149
	12.7%
	1757
	8.4

	Total
	1,020
	100.0%
	16,604
	6.1


  
At the European level, the overall structure of the sample does not therefore reflect either the relative importance of each country, or the number of screens, or admissions. For this reason, we recognised it was appropriate to work with unweighted averages. The principal European results were therefore calculated on the basis of arithmetical averages, which gave the same weight to each of the European countries. 
  
This method has the advantage of providing a representation of the corresponding reality in the "average" situation in Europe. But it also proves inconvenient: it is very difficult to apply to cross tabulate (between different variables). These latter results are therefore shown as weighted averages in the section of the synthesis report (weighted by the number of inhabitants in each country considered). The reader must not therefore be surprised by non-negligible differences which can exist between one and the other. 
  

· Despite the favourable response rate, the number of responses received and effectively usable was less than we had hoped for. All the exhibitors who had agreed to take part in the survey were not in fact in a position to answer all the questions in the document which we sent them. In addition, some exhibitors wished to keep certain information confidential. 

Moreover, the Spanish association wished to simplify all the documents sent to exhibitors in that country; the questions appearing in the data which were more "sensitive" (turnover, distribution of turnover etc.) were therefore removed. 

For certain questions, therefore, the replies received were relatively few in number. The results must therefore be interpreted with caution. And above all, it is very difficult in this situation to try and show clear relationships between different variables, because these split the sample into too many sub-groups which are too small in size. The variable "country", which, at the European level, appears with a dozen items, cannot be crossed with any other variable, at the risk of weakening considerably the representativeness of the results; this explains why the tables and figures which follow do not present the results country by country, but in terms of the European average.

· Finally, and undoubtedly most importantly, a fourth risk of bias comes from the way in which exhibitors responded to the different questions which they were asked. One cannot exclude the possibility that some of them saw good reason to provide responses which only imperfectly matched reality: this applies particularly, for example, to the issues relating to comfort or performance of theatres. 

Amongst other things, the mention in the questionnaire and in the accompanying letter from MEDIA Salles, will obviously have given the exhibitors questioned an incentive to minimise the proportion of their programming and their total revenues relating to US films. The regulatory intervention control has also played a part in much the same way, in all cases in countries where regulation exists relating to programming.

· Lastly, the risk of errors must not be underestimated, due to insufficient control by the exhibitors themselves of the data provided for their own cinema. 

Despite the many precautions taken, the risks of bias are far from minimised. It would therefore be erroneous, or in some cases hasty, to extrapolate from these results to the whole of the industry. Whatever its deficiencies, the information gathered does provide orders of magnitude in different areas, where, until now, information has altogether been lacking, and allows us to position the variables which were studied in relationship to each other. 

Annex 4: 
List of National Correspondents 
  
  

	Country 
	Name of Correspondent
	Address

	Belgium 
	Marc Minon
	LENTIC  
Chemin du Trèfle  
4000 Université de Liège  
au Sart Tilman

	Denmark
	Frands Mortensen
	Center for Kulturforskning  
Aarhus U  
Finlandsgade, 26  
8200 Aarhus N

	France 
	Nathalie Coste-Cerdan  
Marc Minon  
Catherine Lottier
	BIPE Conseil  
Axe Seine 21  
12, rue Rouget de Lisle  
92442 Issy-les-Moulineaux Cedex

	Germany
	Gerhard Neckerman
	Urban Strasse 47B  
10967 Berlin

	Greece
	Costis Petrou
	MSPS (Ciné News)  
350, avenue Syngrou  
17674 Athens

	Ireland
	Roddy Flynn
	c/o - Dublin Film Festival  
1 Suffolk Street  
Dublin 2

	Italy
	Giuseppe Richeri
	Makno Ricerca  
Via Dante, 14  
20121 Milano

	The Netherlands
	Dr P.H. Admiraal
	Erasmus University  
PO Box 1738  
3000 DR Rotterdam

	Portugal
	Herculano Trovao
	IPACA  
Rua San Pedro de Alcantara, 45  
1200 Lisboa

	Spain
	Jean-Luc Iwens
	LENTIC  
Chemin du Trèfle  
4000 Université de Liège  
au Sart Tilman

	UK
	Tom Hoehn  
Jonathan Davis
	London Economics  
91 New Cavendish Street  
London W1M 7FS


   

MEDIA Salles 
  
Members of MEDIA Salles are the national and international associations representing the professionals of cinema exhibition in Europe. 

Associazione Nazionale Esercenti Cinemas (ANEC) - Italy 
  
Fédération Nationale des Cinémas Français (FNCF) - France 
  
Nederlandse Vereninging van Bioscoopexploitanten (NVB) - The Netherlands 
  
Confédération Internationale des Cinémas d'Art-et-d'Essai Européens (CICAE) 
  
Fédération des Cinémas de Belgique (FCB) - Belgium 

Filmindustry's Steering Committee - Denmark 
  
Hauptverband Deutsche Filmtheater e.v. (HDF) - Germany 
  
Cinema Exhibitors' Association (CEA) - Great Britain 
  
Associação Portuguesa de Empresas Cinematográficas (APEC) - Portugal 
  
Federación de Entidades de Empresarios de Cines de España (FEECE) - Spain 
  
The Finnish Cinema Owners' Association - Finland 
  
Association of Independent Cinema Owners - Ireland 
  
KKL - Norsk Kino - og Filmfond - Norway 
  
Association Cinématographique Suisse (ASC) - Switzerland 
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