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$0 wltere'. the b •• i" ... 
. i" Ca"adia" filmb".i"e •• ?· 

by Michael Bergman 

Directors, actors, writers, crews: tal e nt , 
tha t's what the Canadian film industry 
has by heapi ng measure - although it' s 
little realized or recognized by th e 
public. However, talent and technical 
ability - sometimes aided and abetted 
by tax shelters, broadcast funds and 
film development corporations - have 
produced a film industry that sputte rs 
and squeaks from pot-hole to rut search­
ing for the elixir that will oil its 
machine and smooth the way. Argu­
men t, in trospection, meditation and 
naval-gazing all pretend a solution: 
the problem is the public or the lack of 
it , to be precise. Or is it the bird to the 
south that blocks the sun - the American 
eagle, to be exact? Or is it the govern­
ment, so befuddled in its own fog that it 
cannot" see the forest of film, let alone 
the tree of culture? All this belies the 
real problem, the primordial essence 
from which the strength of any industry 
must arise : "business" or, more preci­
sely, the lack of it. 

It is the failure of the producing com­
m unity that has prevented the establish­
ment of a consistent and viable Cana­
dian film industry ; and I mean produ­
cing in the entrepreneurial and capita­
list sense. The function of the entrepre­
neur is to organize and bring togethe r 
ideas and a pool of capital with which to 
build a profit a ble outcome. His success 
is d e p e ndent on vision and will : th e 
vision to u se long-term strategies to 
achieve th e goal, and the will to bear the 
risk w here need be. 

\Vith some exceptions, th e prese nt 
cru p of Can adia n featu re-film producers 
w e re born ufthe appearance of film lax­
she lte rs in th e 1970 's. l'vlu c h like a film 
se t, it was the age of the " insta nt" film 
indus tr\' : a lot of front and very little 
de pth. 'Thuse who cam e forward to 
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present themselves as producers were 
by-and-large amateurs with little know­
ledge of filmmaking. They w ere attracted 
by varying degrees of glamour, the 
prospect of quick money and the real 
satisfaction of filmmaking. Their basic 
strategy to accomplish thi s v,'as s imple 
and in many ways still visible today. It 
can be broken down into thl-e e compo­
sents : ideas, sources of capital and 
long-term planning. The basi c idea was 
'to copy perceived America n film trends 
so as to produce a movie that would 
appeal to the perception of American 
film taste. This process brought no ori-

i ginality, it was and still is the photocopy 
approach to film ideas which generally 
ended in poor facsimilies . It does not 
seem to have dawned on these produ­
cers that American audiences do not 
need Canadian copies when they have 
th e American originals readily at hand. 
It is not that Canadian producers should 
not make mass-appeal, exploitative films 
but rather that they tried to emulate the 
perceived essential qualities of American 
movies without understanding them. 

The source of capital to fund the ideas 
was not only evident and available, it 
was at the time an endless fountain for 
anybody claiming to be a filmmaker. 
The film tax-shelter was both a boon 
and a bane to the film industry. The 
mixture of just about the highest tax­
deduction available and the attraction 
of " Hollywood North" resulted in a 
stampede of investors, not ,to mention 
s tockbrokers, lawye rs and accountants 
who saw instant tax-savings and huge 
fee s without underst a nding wh a t it was 
all about. Unfortunate ly Ifo r th e investors) 
th e producers also did no t unde rstand 
w ha t th e la x-s hel te r, le t a lon e film­
makin g, w as all about. But worse, th e 
eas\ ava ilability o f ta x-she lt e red fund s 
cau sed a comple te disinte res t in the 
in ve~ tors' need s or w a nts. Indeed , it 
must have been surprising that the 
im'estors could have had a ny need s or 
w a nts other than aVOiding tax.es. The 
kind of financing and legal st r uctures 
used to reach private investors d eve­
loped partially owing to the se lling, of 
tax-shelter units to numerous investors 
who had no con'tact with each other or 
the producer other than nominal repre-

sentation by a trustee . This had the 
important side-effect of keeping th e 
investors as distant as possible from any 
direct partic ipation in the project. It 
inhibited th e de ve lopment of a real 
producer/ investor rapport or concerted 
im'estor action whe n problems arose . 

This failure to appreciate that tax­
shelters w e re a " tool " in the hands of the 
wise entrepre ne ur with which to d e­
velop his own pool of investment capital 
and eventually no longer need the enti­
cement of su c h d evices, would be a 
major failing of the producing commu­
nity, and is still a recurrent theme. 

As for long-term planning there was 
none; neither was there, nor by-and­
large is there, any notion of the need for 
it. Long-term planning was ignored 
owing to inexperience, lack of insight 
and, primarily, misunderstanding the 
function of risk-taking, The Canadian film 
producer in the '70s, using tax-sheltered 
funds, incurred no risk. In fact, the project 
was specially designed so that he had no 
risk. The producer was paid up-front 
generous promotion and producing 
fees (particularly generous for an infant 
industry) which came from the l'eadily 
available tax-sheltered funds. Often 
added to these fees were sales and 
licenSing-agent commissions obtained 
through non-arm's length companies 
generally owned by the producer - the 
rest, including profit, was sheer gravy. 
While this did not necessarily make the 
producer rich , it structured his thinking 
to a nlOvie- b~' - movie approach. At the 
end of eve l')' movie h e should have a 
certain pe rsona ) s tore of funds from all 
th e up-front fees. This was how h e 
would make hi s mon ey - this was his 
purpose , Aft e r all. th e money was pro­
vided by inves tors tryin g to avoid paying 
ta ,\ , th e film w as made so any cinemato­
graphic and c reative de sires should be 
satisfied , a nd th e producer had hi s 
mOne\' . Any industrv must accept the 
needs of those who have input into it, 
and if th ese w e re th e needs of the parti­
cipants, th e n, fin e. Few, however, ap­
preciated that, whatever the needs of an 
industrv, th e needs of a "business re­
q~ired ' looking over ttIe : hOl'izon and 
planning in terms of y~ar,s. Risk-taking 
and sharing of the' b}lrden with ,those 

pro\'iding the capital are the dues 
whi ch any successful entrepreneur 
must pay. The Canadian film producers 
at th e time and, to some extent, Some 
s till do, believe that the "sweat\!' part 
can be leaped over. 

The e nd of the decade ushe red in the 
'80s to the popping of the film tax­
sh e lte r balloon. To say that the floor fell 
out from under it is generous. To many 
investors , film producers w e re "scoun­
drels" who made lousy films, no profit, 
didn't care about them, and generally 
mismanaged the whole affair. It is inte­
resting to note that, even now, few 
understand the point offilm tax-shelters; 
they were simply tax deferments where­
bv the investor, instead of giving his 
money to the government, gave the 
sam e money - and more - to the film 
producer. Its advantage was in the ex­
pectation of profit and the ability to use 
funds, otherwise payable to the govern­
ment, for more financially rewarding 
pur-poses. The tax-shelt.er is simply a 
fiscal device to encourage the develop­
ment of pools of capital to assist industry 
growth. By its nature it is temporary and 
should be withdrawn when capital is 
sufficiently attracted by the inherent 
financial prospects of the industry itself. 

Canadian film producers of the '80s 
have done very little to address the root 
causes of the problems left by the demise 
of the film tax-shelter as .a source of 
funds. Rather than examining their own 
conduct, they have by-and-large de­
veloped three app)'oaches to finding 
ne w capital. 

The official treaty co-production is 
probabh' th e most successful of these 
responses. There are certain important 
s id e-e ffects , though, which may not be 
apparent. Co-production tends to inhibit 
th e growth of Canadian film inl'estment 
capital as, by its very nature, it presumes 
th e Significant contribution of a foreign 
part ner as a principal level- to secure 
local funds . It has also been llsed prima­
rily in conjunction' with government 
funding which only further serves to 
create-1ht!''''flnpressi<Jn that fi'lmmakers 
dependent on ihis appl'Oach cannot 
I:aisc_ Canadian l1)Onevwilhout third­
pal'I," assistance. : Fe\\: co-productions 
result in films ideritifted in il:ny way 
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with Canada. This gives the impression 
that Canadian participation is purelv in 
the forlll of services; artistic, creative 
and financial control being elsewhere. 
In fact, it is probably true that most 
foreign participants in official treaty co­
productions are attracted to Canada as a 
means whereb~' their finan cial capability 
can benefit from the treaty status. The 
result is to s ubject the Canadian co­
producer to the rough seas of foreign 
participation which, \Vhen available, 
will leave him awash with little local 
money to bail him out. 

Secondly, producing on behalf of 
American companies or servicing them 
has helped to keep other Canadian 
producers afloat. This mode of film 
financing either excludes or seriously 
inhibits any desire by the producer to 
develop Canadian investors. This is 
because these producers are turning 
themselves into organizers of technical 
facilities instead of financial, managerial 
and creative units. Dependence on this 
approach will no doubt put the producer 
at the mercy of his American associate. 

Finally, it is probably universally true 
that Canadian producers look to govern­
ment initiatives, whether in the form of 
broadcast funds, film investment, R&D 
money or the licensing of pay-television 
to assure the survival bf their companies 
and enable them to produce films. This 
has resulted in the curious paradox of 
universal criticism of the effectiveness 
of government intervention against a 
universal "separation anxiety" at any 
thought of its reduction. Bad enough 
that government should be viewed as 
the means for filmmaking, the depen­
dence on government has almost made 
it the ends too. 

It is the familiar theme of failing to 
use the devices at hand to encourage 
private investment and capital so that 
the government may withdraw. After 
al l, government money m ea ns restric­
tions, dealing with the bureaucratic 
mentalitv and end less amounts of paper. 
Indeed, the bureaucrats admin iste ring 
the various film-funding agencies are a 
curious lot. Uncertain of whether they 
are advancing industry or culture, having 
very little film background and cons­
cious of the power they wield through 
their decisions, film-funding agencies 
have to dance on and inevitably break 
the eggshells of artistic and creative 
merit versus some kind of financial 
reliability. 

Much as students of business admi­
nistration do case-studies and examine 
models for marketing and managerial 
approaches, all good businessmen 
shou ld reflect critically on their previous 
methods to find weaknesses. Canadian 
producers with their limited success 
should look even harder for the weak­
ness in their business. The elemental 
question that must be asked is striking 
in its simplicity: how does the producer 
make money in the film business? The 
answers - and they are harder than the 
question - will solve much of the cur­
rent problems. 

Making money is not necessarily a 
function of profit. It is a function of 
creating a product which, because of its 
consistent qualities, will be in sufficient 
demand by the end-user. In other words, 
making films of a consistent minimum 
standard which break even is what is 
important. This develops reputation 
and reliability that inspires confidence 
in private investors. 

Come to 
Medallion. 

Making money means "nor' making 
monev in th e short term. It means 
sharing the risk on an equal basis w ith 
th e private investor and even giving him 
greater advantage. It means developing 
the legal and financial s tructures that 
favour the private investor and recogni­
ze him as a partner. It means reco­
gnizing that the producer' s WQI'k is a 
kind of capita l which he inves ts in the 
film with the investor and therefore 
prodUCing fees should also be at risk. 

Making money and making the film 
requires competent business personnel. 
The producer must attract to his team 
knowledgeable businessmen who are 
willing to learn the film trade and apply 
to it proper standards of businessman­
ship and business-like practices. 

Making money means an apprecia­
tion of the fundamental elements that 
attract the end-user: what do audiences 
like ? It is not enough to say everyone 
likes hOI·ror. There must be an apprecia­
tion of what makes a good horrol' script 
and a good horror film. Success in this 
requires a sixth sense, not a degree 
in cinema appreciation. The producer 
who lacks this intuition should hire 
someone who possesses it. 

Making money means long-term 
planning. The business of the producer 
is filmmaking. Each film is a small bit 
which helps accomplish this end. The 
producer should never operate on a 
film-to-film mentality. The structure of 
each film is tactics. The producer must 
equally concentrate on grand strategy. A 
producer is not making a single film; he 
should be thinking over a number of 
years. 

Most of all, money-making means 
attracting private investors, whether 

individua l or institutional. This, in many 
wa\'s. is predicated on the above but not 
comple teh '. Ultimatel\' the producel' 
must be able to se ll himself, his com pam 
and his business. He must estab lis h 
wide contacts with the Canadian busi­
Ile ss communitv. He must learn their 
preferences a nd a t the same time edu­
cate them to understand th e film busi­
ness. Only a knowledgeable inves tor 
can confident l\' and competently im·est. 
It is amazing that Canadian producers 
and their associations have done nothing 
to counter the negative image they have 
in the business community. Most Cana­
dian business publications periodically 
print horror stories of how film-investors 
have suffered, yet producers do IlOt 
eve n seem to have the self-interest to 
respond to these articles. EvelY associa­
tion of busine~sl1len regularly through 
publications, seminars or public rela­
tions, attempts to cl'eate a positive im­
pression of their industry. Producers' 
associations seem to define their aims 
narrowly, confining their interest to 
government lobbying without appealing 
to broader public support. 

Thel'e is no doubt that establishing 
pools of private capital in the Canadian 
film industry is difficult. There is no 
doubt that the industry faces other pro­
blems, American domination of the dis­
tributing system in the forefront. Never­
theless, the road to the door of the 
private investor must be travelled if a 
vibrant independent Canadian film 
industry is to take off. The final answer 
to making money in film is dependent 
on business and business practices. 

So where's the business in Canadian 
film? Nowhere, and that's the problem. 

• 

Most filmmakers 
dol 

To us, every film that comes.in for 
16 or 35 mm processing is an 
award winner. That's why, at 
Medallion, quality is everything. 
Technology. We have it. State 
of the art 011 the way. 
PeoRle. We have them. The best 
in the business. Experienced 
people who process your film 
with all the care you put into 
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shooting it.. . 
Facilities. We think ours are the 
most comfortable and attrac­
tive working and screening 
facilities in Canada. It's impor­
tant: for you and your clients. 
At Medallion, every film is 
important because, just like 
you, we're only as good as our 
last film! 
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