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Introduction

The Pacific Film and Television Commission (PFTC) welcomes the opportunity to respond to the invitation from Screen Australia to comment on its Draft Statement of Intent. 

The PFTC is the Queensland Government’s agency responsible for the film, television and related industries. 

The film industry programs developed and administered by the Commonwealth set the general framework within which state film agencies operate. 

In recent years, the Commonwealth has initiated, and the PFTC has responded to, a number of inquiries/consultation programs to address issues in the film industry, including:

· The House of Representatives Inquiry into Opportunities for Australia’s Film, Animation, Special Effects and Electronic Games Industries (2004), and

· Department of Communications, Information Technology and the Arts, Review of Australian Government Film Funding Support (2006). 

Minister’s Statement of Expectations

The Statement of Expectations by the Minister for the Environment, Heritage and the Arts for Screen Australia is welcomed. The Minister’s statement provides both clear direction and guidance for Screen Australia. The statement fills a gap in policy intent for the Australian screen industry. 

The PFTC noted in its response to the DoCITA Funding Support investigations that:

The PFTC believes that the skilled and talented people working in the industry, those contemplating education and training for entrance into the industry, those investing in infrastructure or projects and the general public deserve to have a clearer and more certain policy framework that charts the future growth and structural change for the industry. 

The PFTC considers that the Minister’s Statement fills this gap and provides a strong framework within which Screen Australia can respond in providing clear directions for the Australian industry.

The Minister’s statement expects Screen Australia to continue to do, and in some cases do better, many of the things that its predecessor organisations undertook such as: 
· Cultural development and screen culture;

· Support for documentary and emerging filmmakers;

· Development of creative talent, and

· Co-production development.

The greater challenges for Screen Australia are likely to be in areas identified by the Minister as new directions, including:

· Developing a more innovative and strategic approach;

· Undertaking a strategic business planning approach to business with measurable performance indicators;

· Developing ways to improve engagement with audiences, and by implication to reward those productions that achieve this objective;

· Encouraging a more competitive industry;

· Support for distribution;

· Expanding the National Interest program beyond documentaries, and

· Building a sustainable screen industry.

The Minister’s Statement presents an integrated and aligned vision. 

The response from Screen Australia works toward being similarly integrated and aligned, although surprisingly the response focuses on outlining the principles underlying proposed schemes and programs rather than taking a more strategic approach.

Nevertheless, the two-stage consultation process associated with the Draft Statement of Intent provides a means to address significant structural and performance issues and hopefully may achieve the Commonwealth government’s objectives for the industry. 

Principles and Broad Directions

The PFTC supports the broad direction of the Draft Statement of Intent (SOI), in particular:

· Aligning the Producer Offset with other Screen Australia programs;

· Focusing on meeting audience needs as a precondition for industry viability;

· Ensuring that there is a strong national interest program, and extending this program beyond documentaries;

· Rewarding achievement;

· Greater industry involvement, and 

· Increased cooperation with other agencies. 

These are all worthwhile principles and objectives. The issues raised below are about integrating these principles in a way that develops a commercially sustainable industry that balances cultural and economic objectives. 
Framework for Statement of Intent (SOI)

Screen Australia has opted to reconfigure a range of schemes and programs as its starting point in responding to the Minister’s expectations rather than adopting a strategic planning approach with clear goals, strategies and expected outcomes.

Although not entirely clear in the SOI, Screen Australia is no doubt working toward establishing a framework for responding to the Minister’s Expectations to develop effective strategic planning documents with measurable performance indicators to underpin and provide the future directions for the industry. 

It is interesting to note in this context the New Zealand Film Commission Statement of Intent for the period to 30 June, 2011. The methodology in this document starts from an assessment of the balance between cultural and economic objectives and proceeds through to specific strategies and outcomes. 

This kind of strategic approach when applied to the Australian context would increase the possibility that the specific schemes and programs – which are simply the tools to implement strategies - will achieve the stated objectives.
Consideration of the trade-offs between achieving cultural and economic objectives is complex and challenging, but a more strategic planning approach may have been a more effective starting point. 
A strategic planning framework would provide the tools for Screen Australia to address what is an extremely complex task.

There is a risk that if an integrated strategic approach is not adopted then a fragmented program response may result in failure to meet the stated objectives.  

Some of the underlying complex issues raised by the Minister (and in the Screen Australia Act) include:

· The definition of, and trade-offs between economic and cultural objectives;

· Determining the appropriate reward and risk structure for the industry in general and to each stage of the development, production, distribution and exhibition pipeline; 

· The requirements for a commercially sustainable industry (and by implication commercially sustainable businesses);

· Improving engagement with audiences especially in the feature film area where there is a profound disconnect with, and little incentive to connect to, audiences;

· The promotion of a development culture in the industry where there is sufficient capital for businesses to reinvest in the future by funding development activities;

· Means to encourage a script development process that extends beyond getting projects funded, to rewarding audience participation and box office performance; 

· How to balance slate funding concepts with the current flawed business model for the financing of feature films;

· The ways of developing industry and business that encourages producers to have the skills and incentive to develop screenplays that have a greater potential for box office success; and

· The development of a screen businesses model that links track record and performance with financial support.

Integration of Producer Offset with Other Programs

The Producer Offset program is a key program for the Australian industry and seems to be achieving its objective of increasing production. Screen Australia states that it must ensure that other programs reinforce and complement the Producer Offset. 

There is a major challenge in achieving the integration with the Producer Offset program as the Offset is fundamentally not linked with core Screen Australia objectives including audience outcomes and rewarding achievement. 

If these links are not made, there are risks to achieving the sustainable industry and business objectives. 

Without an audience focus it is hard to see how a commercially sustainable Australian screen production industry will be developed. 

There is however the opportunity for Screen Australia to build on the Producer Offset program by incorporating the concepts of discretionary reward for performance. 

The scope for this is to develop the “success bonus” to reward those behaviours that Screen Australia considers would achieve broader industry objectives such as audience participation that would lead to sustainable industry objectives. 

The level of rewards should be scaled to the degree to which objectives are met. A systematic assessment of the costs and benefits of each program is needed to ensure that scarce funds are most efficiently used to achieve the industry objectives. 

Over time, Screen Australia may decide to more fundamentally examine the pathways needed for an industry to be both commercial and sustainable and linked with audience outcomes. This type of more fundamental assessment will drive appropriate programs to achieve the Government and Minister’s objectives. 

There are a range of investment schemes (usually described as Automatic Funding Schemes) in operation in Germany, Austria, France, Finland, Norway, Sweden, Spain, Switzerland, Poland, Brazil, Belgium, Italy and Portugal that provide “automatic” financial support to a producer based on the past commercial success of a film, measured by box office receipts or admission numbers.  

The advantage of the linkage to box office is that it creates a strong relationship between a production company and the market.

Industry and Enterprise Development

A commercially sustainable production industry will depend on businesses that are both “commercial” and “sustainable”. The businesses will in turn need to have an incentive to foster a development pipeline, including script development. 

This will most likely occur where there are clear links between risks and rewards throughout the script development, production, distribution and exhibition pipeline. 

Presently, separate programs support separate stages of the pipeline encouraging enterprises not to take either a long-term or integrated approach to their businesses. 

The current system supports a system where:

· Feature film producers are disconnected from the market and hence tend to have low rewards and low risks from market success or failure, resulting in a large number of undercapitalised businesses unable to invest in future script development, and 

· Exhibitors have low production risks and low downside exhibition risks.

In contrast, producers of television content have a much closer connection to the market imperatives of ratings and have to share the risks and rewards, and to some degree content development, with television networks.

A condition for a sustainable industry is a sufficient number of sustainable businesses that can be supported by the market. To achieve this key goal, businesses need to be able to evaluate and manage the risks across the pipeline to develop sufficient strength to invest in future script and product development. 

This condition is most likely to be met in larger more integrated and more capable production businesses that have functions encompassing the development, production and distribution pipeline. 

In short there is a need to move away from project by project funding for specific and isolated stages of the pipeline. The consequence of adopting this approach to support enterprise development is that there must be rigorous measures in place to protect public investment.

The Enterprise Development approach is an excellent way forward toward achieving sustainability for the industry.  PFTC supports Screen Australia’s initiative in understanding the need to provide substantial working capital to producers to establish viable companies.

An Enterprise Development Scheme will need however to ensure that a proper corporate structure is put in place in the form of experienced managers to oversee the business so as to allow producers to be more effective in what they do best, which is to produce creative content.  

In an ideal world, Enterprise Development could herald a move away from the project by project funding model and bring a whole new focus on developing sustainable companies that integrate development, production and distribution across a range of diverse product.

To this end some thought could be given to supporting the training of in-house development specialists who can work alongside producers and who become integral to the business enterprise.  

As distinct from script editors working on a fee basis, in-house development executives remain with a project from beginning to end, are exposed over time to the entire development and production process (and indeed to the financing and marketing process as well) and are therefore able to provide more effective support to the production company by feeding their accumulated experience into the development of future projects.  

As to the back end of a business enterprise involving distribution: unlike television where the producer is much closer to the end user (and indeed the audience) through immediate and direct engagement with the broadcaster, the interface between producer and distributor in the area of feature film production is far more diffuse. 

Historically, production companies that had strong links with exhibition and distribution were successful and proved the truism that the industry needs a structural move from being production-led to distribution-led.  

Unless feature film distributors are willing to invest in the development process (as broadcasters invariably do) and assume more responsibility (along with producers) in providing pathways to the target audience, producers may need to establish their own sales networks and find their own connection to the marketplace by integrating corporately with distribution companies. 

A company structure that ensures there is the expertise to create market driven projects at the front end of the business and also has expertise in sales and distribution at the back end of the business has the best chance of being successful.

Production Financing-Documentaries

The PFTC considers that Film Australia played a very important role in the development of the documentary sector in Queensland and in Australia more generally. 

If Screen Australia is considering an outsourcing of this role to the production sector, there are risks that the significant benefits that Film Australia provided in the past will be lost.

Emerging documentary filmmakers have been well served by Film Australia’s Executive Producers, both at the development stages, in finessing the financing structures and most importantly throughout the post-production process to ensure that the broadcaster’s requirements are being met.

With outsourcing, commissioning editors will necessarily assume more responsibility and a greater workload and there is some danger that the emerging sector may not be provided with the same production opportunities. 

Marketing and Distribution

Paying the ticket price to see a film represents discretionary consumer expenditure in a very competitive market, and it is clear that advertising expenditure and promotion on Australian films has been inadequate. 

In promoting increased attendance, Screen Australia may need to ensure that the risk/reward profile between the production and exhibition sectors is properly apportioned.

Again the contrast with television drama is telling (and in less need of attention according to the SOI) and that is largely because the networks take more financial risk than distribution companies and therefore take on more responsibility throughout all the stages of development and production.

The business model for television production insists on an engagement with its target audience whereas the business model for feature film dislocates the producer from the intended audience.  

The producer relies on the sales agent, who in turn relies on an exhibitor who hasn’t been involved in the project at all and has little risk other than recovering the house nut.

The European Automatic Funding Schemes that link investment in feature films to the producer’s previous box office success appear to be a viable mechanism to encourage a closer engagement with audiences. 

Other Matters

It may be useful for Screen Australia to consider funding Ausfilm for the promotion of Australian talent. Funding would be used specifically to promote the skills/capabilities of Australian cast and crew to the overseas market.

As to the Producer Offset guidelines for feature film, Screen Australia may consider removing the guideline requiring 'all drafts' of screenplays to be written by UK/EU/Australian writers. This guideline is proving to be excessively restrictive with respect to high budget co-productions with significant international market potential.

Conclusion

The PFTC appreciates that Screen Australia is clearly under some pressure to integrate the complex functions of three agencies fairly quickly.  

There is some concern that the starting point for the SOI was more a reconfiguring of schemes and programs rather than taking a strategic approach with clearly stated goals, expected outcomes and performance indicators.  Schemes and programs are simply the tools used to implement a particular strategy.  

However, given that the focus of the SOI is more about programs than strategies, the challenge will be to ensure that the application of the proposed programs meet the objective of a commercially sustainable industry that in turn meets broader cultural and economic objectives.

PFTC therefore supports the general proposals in Screen Australia’s SOI and commends the underlying intention of the proposals. 

Rather than duplicate the specific schemes that Screen Australia proposes to implement, PFTC would like to complement those schemes through its own strategic plan to grow the Queensland industry and would welcome the opportunity to work more closely with Screen Australia on the journey to ensure that Australia has a sustainable screen industry.
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