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2. 
History of Russian Cinema

2-1. 
Incunabula of Russian cinema

Russian cinema has a long history. The first cinema screenings in Russia were organized by Lumière brothers in Moscow and Saint-Petersburg in May 1886. During the same period, French cinema cameramen filmed the first motion picture in Russia: on coronation of Nicolas II in the Kremlin. 

The history of Russian feature cinema is closely related to the creation of “Stenka Razin” (1908, other titles: “Stenka Razin and the Princess” (“Stenka Razin i knyazhna”), “Cossack Freedom” (“Nizovaya volnitsa”) that was a short screen adaptation of Vassiliy Goncharov’s play (“historic epic”) “Cossack Freedom” based on the plot of a famous song by D. Sadovnikov “From Behind An Island to the Midstream”.

Aleksandr Drankov was the producer of the film and the first Russian cinema businessman. A. Drankov asked a famous composer Mikhail Ippolitov-Ivanov to compose the music for the film. Six episodes of the play were consecutively filmed by director Vladimir Romashkov. The premiere of the film that took place on October 15, 1908 is considered to be the date of birth of Russian cinema.

The most famous Russian cinema producers of that period include Aleksandr Khanzhonkov and Ivan Mozzhukhin, who released “Defence of Sevastopol” (“Oborona Sevastopolya”) (1911), a full-length feature film filmed at the sites of historic battles.

In 1912 Yakov Protazanov released “Departure of the Grand Old Man” (“Ukhod velikogo startsa”), a silent film on Leo Tolstoy based on his short story “Father Sergius” (1890).
[image: image1.jpg]CTERbKA-PASHAL,





Poster of “Stenka Razin”, 1908
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Aleksandr Khanzhonkov (1877 – 1945)

Aleksandr Khanzhonkov founded the first Russian film factory, which contributed to rapid development of film production. In 1910, in just two years after the release of the first film in 1908, Russians released 30 films, 73 in 1991, and 330 in 1914.

It should be noted that many films of that period were made following the Western practice. Nonetheless, the national film industry was growing, and it was influenced by the abundant cultural traditions of Russia and its art heritage. Cinema attracted the attention of prominent Russian cultural figures: writers, artists, theatre actors. Leo Tolstoy, Maxim Gorky, Aleksandr Blok, Leonid Andreyev, Aleksandr Serafimovich expressed their opinions on various cinema aspects: they noted the mass scale and efficiency of the new type of entertainment, its educational potential.

By 1914 the number of cinema theatres had exceeded four thousands, with more than 2 million viewers able to visit them daily. The tradition of communal viewing of motion pictures on the big screen was emerging, and it still persists.

The Great War led to a substantial decrease in the number of imported pictures, which gave an additional impetus to the growth of national film industry.

The quality level of films released during that period was extremely varying, with cup-and-saucer dramas, detective adventures, and comedies constituting the overwhelming majority. The public success of action films, like “At the Fireplace” (“U kamina”) and “Forget the Fireplace” (“Pozabud pro kamin”) (directed by P. Chardynin), was mostly due to the talent of the first Russian cinema star Vera Kholodnaya. The film industry witnessed a significant growth in volume terms, with around 500 films released in 1916.
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Ivan Mozzhukhin in “Father Sergius”, 1917

We can single out among them “Home of the Gentry” (“Dvoryanskoye gnezdo”) (1915) directed by V. Gardin and filmed by cameraman A. Levitskiy. “The Queen of Spades” (1906) directed by Y. Protazanov, starring I. Mozzhukhin as Hermann became a prominent event against the general cinema background of that period. The film “Mute Witnesses” (“Nemiye svideteli) (1914) by E. Bauer based on a script by A. Voznesenskiy touched on issues of social inequality.

Solid animation films by V. Starevich, starting from his first film “Lukanus Servus” (“Prekrasnaya Lukanida”) (1910), were a contribution to the world cinema practice. Stage actors started appearing on the screen more and more frequently; Fyodor Shalyapin starred in the film “Tsar Ivan the Terrible” (“Tsar Ivan Grozniy”) (1915). The work of stage director Viktor Meyerkhold on “Portrait of Dorian Grey” (1915) is of certain interest. A. Khanzhonkov created a scientific film division in his film studio, which gave birth to “educational cinema”. Filming of Leo Tolstoy’s life by A. Drankov was the first Russian documentary.

Immediately before 1917 the national film industry reached a certain level and acquired some production experience; the best films contemplated democratic traditions of the Russian literature; the industry attracted new creative resources.

“Father Sergius” released in 1917 was the last film of this cinema era. A film directed by Yakov Protazanov based on the eponymous short story by Leo Tolstoy, it was released already after the Great October Revolution. The film was a remake of “Departure of the Grand Old Man” (1912).
2-2. 
Soviet period

The Soviet period in the Russian cinema history includes many internationally acclaimed pictures. “Battleship Potemkin” (“Bronenosets Potemkin”) released by Sergey Eisenstein in 1925 became one of the most famous films of the XX century.
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Poster of Battleship Potemkin, 1925

The revolution and subsequent civil war destroyed almost everything that              had been created in cinema before revolutionary transformations. Many   artists abandoned the country and took their films, film stock and             valuable equipment with them. Pre-revolutionary cinema studios were left bare walled.

To restore cinema production the Soviet Government adopted the Decree on Nationalization of Film industry of August 27, 1919, but the growth only started after transition to the New Economic Policy. A government organization “Sovkino” (Soviet Cinema) was created in 1924 to combine individual cinema entities of the Russian Soviet Federative Socialist Republic (Sevzapkino, Kino-Moskva, Proletkino, etc.). Sovkino launched regular production of new films, restored and expanded the network of cinema theatres.

These first successful steps allowed the Soviet cinema to gain a substantial share in the domestic distribution market already by the late 20s, while it         had been almost fully occupied by foreign films before. But the most important achievement was involvement of a new generation of talented professionals in cinema: S. Eisenstein, V. Pudovkin, A.Dovzhenko, D. Vertov and so on. Films “Battleship Potemkin”, “Mother”, “Land”, “Man with a Camera” directed by them became the classics of Russian and world cinema. They provoked a real outburst of interest not only towards the young, nascent Soviet cinema, but towards the country on the whole.

The 30s were marked by the arrival of sound in cinema. Creative and production issues arising in transition to the sound cinema were in many respects solved due to the work by Russian inventors of sound cinema systems A. Shorin and P. Tagher. The triumph of “Ticket to Life” (Putevka v zhizn), “Periphery” (“Okraina”), the legendary “Chapayev” was reinforced by     “Jolly Fellows” (“Veseliye rebyata”), popular “Youth of Maxim” (“Yunost Maksima”) and a whole series of other outstanding and interesting films.              The artistic career of such directors as L. Kuleshov, G. Aleksandrov, B. Barnet, brothers Vassilyev, G. Kozintsev, V. Petrov, I. Pyriev, M. Romm, S Yutkevich and others reached maturity.
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 Poster of “Circus”, 1936

“Circus” (“Tsirk”) (1936), a Soviet musical comedy and melodrama directed by Grigoriy Aleksandrov at Mosfilm and starring Lyubov Orlova, became one of the most popular motion pictures released in the 30s.

The world cinema community appreciated the achievements and growing authority of the Soviet film industry. Soviet films confidently won awards of the first international film festivals in Venice winning over their rivals from Hollywood and most advanced European cinema industries.

The key feature of the Soviet cinema – its ethnic plurality – enriched its choice of expressive means. Various ethnic traditions, including folklore and contemporary motifs, were woven into the warp and woof of the films. Already the silent film “Eliso” by Georgian director N. Shengelay and Ukrainian “Bogdan Khmelnitskiy” released in the late thirties by I. Savchenko demonstrated, each in its own way, the ethnic pluralism of Soviet cinema. Decades later, during the Thaw, S. Paradjanov, O. Ioseliani, T. Abuladze,             V. Zhalakyavichus were the top names in the informal directors’ ranking, as well as their films “Shadows of Forgotten Ancestors” (“Teni zabytykh predkov”), “Leaf Fall” (“Listpoad”), “Repentance” (“Pokayaniye”), “Nobody Wanted to Die” (“Nikto nie khotel umirat”).

The period of the Great Patriotic War was a serious test for the Soviet cinema. Film studios, film equipment factories, distribution systems, training, research and other cinema-related organizations were urgently evacuated. In a few weeks the whole Soviet film industry was moved deep into Russia’s heartland and restarted its work in new conditions, while literally still “on wheels”.

Many films released in evacuated studios became real masterpieces of the Soviet and world cinema, including such films as “Mashenka” by Yuliy Raizman, “She Defends Her Motherland” (“Ona zashishayet Rodinu”) by Friedrich Ermler, “Two Soldiers” (“Dva boytsa”) by Leonid Lukov.
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Poster of “Aleksandr Nevsky”, 1938.

In the 40s the most popular films included “Aleksandr Nevsky”, a historical drama by Sergey Eisenstein and Aleksandr Vassilyev released in 1938 and “Ivan the Terrible” (Part I was released in 1944, Part II, in 1958). The works by war documentary cameramen were combined into the famous cinema chronicle “Great Patriotic War”.

Post war cinema, as the country on the whole, was healing its wounds. With the beginning of Khrushchev’s Thaw, the film industry saw a rapid revival. Grigoriy Chukhray filmed his “Forty-first” (“Sorok perviy”) in 1956, and in 1957 M. Kalatozov created his “The Cranes Are Flying” (“Letyat zhuravli”) that then amazed the entire world.

Starting from this period the national film industry witnesses an overall growth: technical re-equipment was underway; mass production of colour films was launched; new forms of film projection, such as widescreen, wide-format and panoramic films introduced in a fast and efficient way; production of TV films launched.

The period of “short films” was over, and the government adopted the strategy of rapid and large-scale expansion of film industry. Already in 1953 the Soviet film industry produced 20 feature films, i.e. twice as many as a year before. In the following 1954 the amount of film output was doubled again, with 45 films released.

66 new Soviet films were released in 1958. By 1960 the Soviet film industry passed the threshold of 100 films per year, while steadily increasing its output capacities.

The brilliant film collection of those years includes “Fate of a Man” (“Sudba cheloveka”) by Sergey Bondarchuk, “The House I Live in” (“Dom, v kotorom ya zhivu”) by Lev Kulidjanov and Yakov Segel, “Lenin’s Gate” (“Zastava Ilyicha”) by Marlen Khutsiyev (also known as “I Am Twenty” (“Mnie dvadtsat let”)), “Ballad of a Soldier” (“Ballada o soldate”) by Grigoriy Chukhray, “Chairman” (“Predsedatel”) by Aleksey Saltykov, “There is such a Fellow” (“Zhivyot takoy paren”) by Vassiliy Shukshin, “Ivanovo detstvo” (“Childhood of Ivan”) and “Andrey Rublev” by Andrey Tarkovskiy. Comedies by Eldar Ryazanov, Georgiy Daneliya and Leonid Gayday enjoyed enormous success.
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Poster to “The Cranes Are Flying”, 1938

The late 50s – early 60s saw “Ballad of a Soldier” (1959) by Grigoriy Shukhray and “The Cranes Are Flying” (1957), a war drama by Mikhail Kalatozov. The film “Height” (“Vysota”) (1957) by Aleksandr Zarkha is considered by right to be one of the best films of the 1950s.

Pursuant to the government’s decision, most old-time cinema studios in a number of Soviet Republics (Lithuania, Latvia, Estonia, Moldavia, and Kazakhstan) were reconstructed, and new ones were constructed in short periods.

The so-called period of “stagnation” in the 1970-80s, proved to be the Golden Age of the national cinema in terms of creativity. This period saw the nascence of such films as “Kalina krasnaya” by Vassiliy Shukshin, “The beginning” (“Nachalo”) by Gleb Panfilov, “Mirror” (“Zerkalo” ) by Andrey Tarkovskiy, “Voskhozhdeniye” (“The Ascent”)by Larisa Shepitko, “Agony” (“Agoniya”) by Elem Klimov, “Unfinished Piece for Mechanical Piano” (“Neokonchennaya pyessa dla mekhanicheskogo pianino”) by Nikita Mikhalkov, “Check-up on the Roads”(“Proverka na dorogakh”) and “Twenty Days Without War” (“Dvadtsat dney bez voiny”) by Aleksey Gherman, “Uncle Vanya” (Dyadya Vanya”) and “Siberiada” by Andrey Konchalovskiy, “Scarecrow” (“Chuchelo”) by Rolan Bykov, “Autumn Marathon” (“Osseniy marafon”) by Gerogiy Daneliya. That was always the period that gave us hits that are still screened on TV, such as “The White Sun of the Desert” (“Beloye solntse pustyni”) (1970) by Vladimir Motyl , “Queen of the Gypsies” (“Tabor ukhodit v nyebo”) by Emil Loteanu, “The Irony of Fate, or Enjoy Your Bath!” (“Ironiya sudby ili s lekhkim parom”) by Eldar Ryazanov, and “Ivan Vassilyevich Changes Occupation” (“Ivan Vasilyevich menyayet professiyu”) by Leonid Gaidai.

The 1970s witnessed the success of such films as “Solaris” (1972) by Andrey Tarkovskiy, “Seventeen Instants of Spring” (“Semnadtsat mgnoveniy vesny”) (1973) in which Vyacheslav Tikhonov starred as Standartenführer Stirlitz. 
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Screenshot from “The Barber of Siberia” (“Sibirskiy tsiryulnik”), 1998.
2-3. 
Post Soviet period

The collapse of the Soviet Union resulted in substantial recession of the national cinema. Within more than a decade film theatres were dilapidating, shut down or redesigned for different occupation. The industry’s output tumbled down. The professional level of the film industry was in decline. The crisis, as it progressed, became systemic.

Just a few films were acclaimed and released on big screen, including “Burnt by the Sun” (“Utomlenniye solntsem”, 1994), and “The Barber of Siberia”, 1998) by Nikita Mikhalkov.
2-4. 
Contemporary period

The Russian film industry managed to overcome the adverse trends in the beginning of the new century. New national feature films were first released as TV versions, and then more and more actively moved to the big screen. New film theatres and advanced cinema halls are being constructed, with their number currently approaching 1.5 thousand. The number of released national films is growing on an annual basis, while the share of domestic films in national film distribution is increasing. The country gradually educates new national film industry professionals, establishes the basis for commercial films and film business, and gradually creates the national culture of film production. 

The new Russian cinema enters the world film industry step by step. The films “Night Watch” (“Nochnoy dozor”) and “Day Watch” (“Dnevnoy dozor”) by director Timur Bekmambetov and producers Anatoliy Maksimov and Konstantin Ernst opened a new phase for the domestic film industry, in which Russian films became extremely popular domestically.    
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Poster of “The Island” (“Ostrov”), 2006

The high achievements by contemporary Russian cinema include “Aleksandra” by Aleksandr Sokurov, “Russian Ark” (“Russkiy kovcheg”) (2002), “The Sun” (“Solntse”), (2004), a film by Andrey Zvyagintsev “The Return” (“Vozvrashcheniye”) (2003) that was awarded with two prestigious prizes of the Venice Film Festival, “The Island” (“Ostrov”) by Pavel Lungin, and “12” by Nikita Mikhalkov. These and other films received highest prizes at international and Russian festivals. 

At the same time, the issue of government support for the national cinema, without which its development will not become sustainable and irrevocable, is still of importance.

The current situation in the Russian film distribution market is marked by high growth rates of box office receipts from distribution of Russian and foreign films. Both the overall amount of box office receipts and box office from distribution of national films are increasing. The growth is due to the increase in the number of domestic films, creation of films that have been acclaimed by mass audience, expansion of film theatre and cinema hall networks, and also due to higher ticket prices. The following audience demand trend is obvious: mass audience are ready to pay more, if the offered product meets their requirements, released at a high direction, performance and technical level, and if advanced quality cinema services are provided.

The chart below shows the overall growth of the Russian audio and visual market in volume terms.
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Chart 1. Box office, 2001-2008, USD mn

Factors constraining box office growth include insufficient solvency of viewers, low level of access for most population to modern film theatres due to substantial differentiation in amounts and level of cinema services by region and territory (currently the bedrock audience does not exceed 14 million people), insufficient number of films capable of attracting audience to film theatres.

The increase in the number of domestic films in the Russian audio-visual market is quite characteristic. There is no secret that in previous years most filmed pictures were never released in film theatres due to lack of interest towards them by distribution companies. The last years’ trends show that this problem is being steadily solved. It is essential that both the number of films accepted by distribution market agents and the amount of gross proceedings from screening are increasing, i.e. the ultimate consumers have obviously acknowledged domestic cinema products.

The table shows the domestic cinema market trends.

	Index
	Year

	
	2001
	2002
	2003
	2004
	2005
	2006
	2007
	2008

	Number of released Russian films
	39
	42
	40
	50
	60
	69
	89
	81

	Gross box-office receipts from release of Russian films, USD
	2,0
	6,2
	8,3
	32,5
	93
	113,6
	156,9
	211

	Average box-office receipts from release of a domestic film, USD‘000
	51
	147
	207
	650
	1633
	1646
	1782
	2 605

	Growth rate of box-office receipts from Russian films, %
	
	210
	34
	292
	186
	22
	38
	34

	Growth rates of the number of released Russian films, %
	
	8
	-5
	25
	20
	15
	29,0
	-9

	Growth rates of average box-office receipts per released Russian film, %
	
	188
	41
	213
	138
	0,8
	8,3
	46


Table 1. Russian film market trends, 2001-2008
81 Russian films were released in 2008. Box-office receipts of all Russian films reached a record amount of almost USD 211 mn, which is by one third higher than in previous year, and 200 times higher than in 2001. Average gross receipts per Russian film increased in 2008 by 46% to USD 2.6 mn.

In recent years the audience’s interest in domestic films has been ever increasing, as witnessed by the increase in the share of box-office from Russian films in the total box-office by 9 times since 2001 from 3% to 27%, while the ratio between the number of Russian and foreign films released in Russia remains approximately the same. The share of domestic films became 29% in 2005 and has been maintaining 26-29% during four last years. The chart shows performance of the ratio between Russian and foreign box-office receipts in Russia.
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Chart 2. Box-office receipts from foreign and Russian films, 2001-2007
The current share of gross receipts from release of domestic films in the overall distribution proceedings is comparable to some foreign countries, where the government provides substantial support for film production and distribution and applies quotas (France, South Korea, and Iran).

	Russia has seen the appearance of the films able to collect a great box-office. Three of ten top box-office films of 2008 are of domestic production. The leader of the Russian distribution is The Irony of Fate: Sequel (“Ironia sudby. Prodolzhenie”) that was seen by 10 mn spectators.  

№
	Film
	Distribution company
	Box-office, USD mn
	Revenue per film print, USD

	1
	The Irony of Fate: Sequel (“Ironia sudby. Prodolzhenie”)
	Fox
	49.9
	914

	2 
	Madagascar-2
	Universal
	40.8
	850

	3 
	Admiral 
	Fox
	33.7
	1 107

	4 
	The Mummy: Tomb of the Dragon Emperor 
	Universal
	27.7
	854

	5 
	The Best Film (“Samy luchshiy film”)
	Karo
	27.5
	702

	6
	Wanted (“Osobo opasen”)
	Universal
	26.3
	859

	7 
	Hancock 
	BVSPR
	25.9
	645

	8 
	Kung Fu Panda 
	Universal
	20.9
	821

	9 
	Quantum of Solace 
	BVSPR
	18.1
	750

	10 
	Indiana Jones and the Kingdom of the Crystal Skull
	KaroProkat
	17.0
	811


Table 2. Ten top box-office films in 2008
The share of gross BO receipts from 10 top box-office domestic films amounted to 70% in the overall BO amount of Russian pictures. Such distribution of box-office is inherent to feature films in all countries with emerging and fast growing film distribution market and complies with global trends in the film industry. Individual projects become hits, while the bulk of released film products do not produce high box-office receipts, or are distributed as direct-to-video products.

However, production of films that do not attract much audience when released and do not provide box-office comparable to market leaders is necessary for the industry to develop.

The attempts to reduce film output at the expense of loss-making film projects will inevitably lead to overall decline in film production and, as a consequence, to lower quality of grossing films.

In general, the appearance of several Russian films with high attendance and box-office proceedings witnesses gradual progress of the national film production and distribution industry and higher competitiveness of Russian films. 

With the growing list of films raising more than USD 5 mn post release, the share of top grossing films in the overall box-office gross from Russian films will be decreasing. The concentration of box-office gross from Russian films, which reached 91% in 2004, is already annually decreasing approximately by five per cent.

In 2003-2006 the number of foreign films in the Russian film distribution market remained almost intact, whilst the penetration of domestic films grew by 10 films per year. Year 2007 made a record both in terms of the overall amount of films present in the market, and increase in the number of domestic and international films. And though in 2008 the number of distributed domestic films dropped, it would be early to discuss the drop in domestic film output. The data on dynamics of films number in the Russian film distribution market in 2002-2008 are shown in the chart.
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Chart 3. Distributed films. 2002-2008

3. 
Legislative Basis of the Russian Film Industry

3-1.
National legislation and international law

In the Russian Federation, products of intellectual effort are protected by national legislation and international treaties.

The national legislation governing intellectual effort relationships includes the Constitution of the Russian Federation, Civil Code of the Russian Federation, Criminal Code of the Russian Federation, Code of Civil Procedure of the Russian Federation, Code of Criminal Procedure of the Russian Federation, Code of Arbitration Procedure of the Russian Federation, Customs Code of the Russian Federation, and other legal acts.

Before January 1, 2008 copyright relationships were also governed by a special legislative act: Law No. 5351-I of the Russian Federation of July 9, 1993 “On Copyright and Related Rights”. After the enactment of the new Part of the Civil Code that comprises a relevant section, the above law became void.

Pursuant to Article 1225 of the Russian Civil Code the products of intellectual effort (...) that are provided legal protection (intellectual property) include: works of science, literature and art; applications for computers (software); databases; performances; audit records; air or cable transmission of radio or TV programmes (broadcast by air or cable broadcasting organizations). Intellectual property is protected by law.

Intellectual property rights to the products of intellectual effort and equivalent individualization means include both the exclusive right that is a property right and (in cases provided for in the Civil Code) personal non-property rights and other rights (artist resale royalty right, the right of access, etc.) (Article 1226 of the Russian Civil Code).

The newly adopted legislation provides more accurate regulation of the rights to the products of intellectual effort and equivalent individualization means (product of intellectual effort and individualization means). The following intellectual property rights are acknowledged with respect to the above items:

· the exclusive right, which is a property right;

· personal non-property rights in cases provided for in the Russian Civil Code);

· other rights (artist resale royalty right, the right of access, etc.).

Pursuant to Article 128 of the Russian Civil Code intellectual property is an independent object of civil rights separate from corporeal rights, works and services, information and intangible benefits.

Article 1227 of the Russian Civil Code sets out the relationships between intellectual property rights and ownership rights to tangible medium (tangible property item) that carries relevant products of intellectual effort or individualization means.

Intellectual property rights are not dependant on ownership rights to the tangible medium (tangible property item) that carries the relevant product of intellectual effort or individualization means. Thus, assignment of ownership rights to a tangible property item does not imply assignment or provision of intellectual property rights to the product of intellectual effort or individualization means recorded on such tangible property item, except if the original work is disposed of by its owner who has the exclusive right to such work, but is not the author of such work, the exclusive right to the work passes to the acquirer of the original work, unless otherwise provided for in the respective agreement (Cl. 2 Art. 1291 of the Russian Civil Code).

An individual whose creative endeavour resulted in a product is deemed to be the author of the intellectual effort product. At present the law explicitly states that individuals who have not contributed personal creative endeavour to the creation of such product, including those who have only provided technical, advisory, administrative, or material assistance or aid to its author, or who have only assisted in registration of rights to such product, or assisted in its use, and who have monitored performance of relevant works, are not deemed to be the authors of the product of intellectual effort.

Exclusive rights to products of intellectual effort and individualization means set out in international treaties of the Russian Federation and the Code are applicable in the territory of the Russian Federation.

Personal non-property and other intellectual property rights that are not exclusive are applicable in the Russian Federation in compliance with paragraph 4 Article 2 of the Russian Civil Code.

If an exclusive right to a product of intellectual effort or individualization means is acknowledged in compliance with an international treaty of the Russian Federation, the contents, validity, restrictions, implementation and protection of such rights shall be governed by the Code regardless legal provisions of the country of origin of such exclusive right, unless otherwise provided for in such international treaty or the Code.

The rights to product of intellectual effort created as a result of creative endeavour by two or more individuals (co-authorship) shall be co-owned by the co-authors.

Individuals who have not contributed personal creative endeavour to creation of a product of intellectual effort, including those who have only provided with technical, advisory, organizational or material assistance or aid to its author or who have only assisted in registration of the rights to such product or use thereof, and who have monitored performance of relevant works, are not deemed to be the authors of such product.

An individual whose creative endeavour results in creation a work of science, literature or art is deemed to be the author of such work. The person stated as the author in the original or copy of a work is deemed to be its author, unless proven to the contrary (Art. 1257 of the Russian Civil Code).

The exclusive right to works of science, literature and art covers (Art. 1256 of the Russian Civil Code):

(1) works published in the Russian Federation or unpublished, but existing in any objective form in the Russian Federation and is deemed to be owned by the authors (their assigns) regardless their nationality;

(2) works published outside the Russian Federation or unpublished, but existing in any objective form outside the Russian Federation and is deemed to belong to the authors (their assigns) who are citizens of the Russian Federation;

(3) works published outside the Russian Federation or unpublished, but existing in any objective form outside the Russian Federation and is deemed in the Russian Federation to be owned by the authors (their assigns) who are nationals of other States in compliance with international treaties of the Russian Federation.

A work is also deemed to be first published in the Russian Federation, if it was published in the Russian Federation within thirty days after the date of first publishing outside the Russian Federation.

When a work is provided protection in the Russian Federation in compliance with international treaties of the Russian Federation, the author or another initial owner of the right to such work shall be determined in compliance with the law of the State in which the legal fact that served as the basis for providing copyright to such work took place.

Protection of works in the Russian Federation under international treaties of the Russian Federation is provided with regard to works that have not acquired the public domain status in the country of their origin on expiry of the validity of exclusive right to such works in such country and that are not in public domain in the Russian Federation as a result of expiry of the validity of exclusive right thereto as provided for in the Code. In case of protection provided to works under international agreements of the Russian Federation, the validity of exclusive right thereto in the Russian Federation shall not exceed the validity of exclusive right set out in the country of its origin. 

Works of science, literature and art are copyright items regardless their quality, purpose and means of their expression.

Copyright covers both published and unpublished works expressed in some objective form, including written, oral (in the form of public uttering, public performance or other similar form), in form of images, audio or video record, in three-dimensional form.

Copyright does not cover ideas, concepts, principles, methods, processes, systems, ways, solutions of technical, organizational or other issues, discoveries, facts, and programming languages.
Copyright covers any part of a work, its title, a character in a work, if their nature allows considering them to be an independent product of the creative endeavour of the author and meets the requirements set forth in clause 3 Article 1259.

For the purposes of notifying of an exclusive right owned by him or her, the right holder is entitled to use a copyright mark, which is placed on each copy of the work and comprises the following elements:

· Latin letter “C” in a circle; 

· Name of the right holder;

· Year when the work was first published.

International treaties to which Russia is a member country include inter alia the following treaties:

· related to intellectual property (including industrial property, copyright and related rights) – Convention Establishing the World Intellectual Property Organization of July 14, 1967;

·  related to copyright and related rights – Berne Convention for the Protection of Literary and Artistic Works of September 9, 1886, Universal Copyright Convention of September 6, 1952; International Convention for the Protection of Performers, Producers of Phonograms and Broadcasting Organizations (Rome Convention) of October 26, 1961, Convention for the Protection of Producers of Phonograms Against Unauthorized Duplication of Their Phonograms (Geneva Convention) of October 29, 1971.

International treaties of the Russian Federation form an integral part of its legal system. The Russian Federation applies a rule stating that if the international law sets out other than national norms and rules, the international rules shall prevail.

3-2. 
Intellectual property

Existence of intellectual property as legal institute in Russia is provided for in the Constitution of the Russian Federation, which reads as follows: “every person shall be guaranteed the freedom of literary, artistic, scientific, technical and other types of creative endeavour and education. Intellectual property shall be protected by law”. (Article 44).

The term “intellectual property” was first introduced to the Russian legislation in the Law “On Property in the Russian Soviet Federative Socialist Republic”, Article 2, where works of science, literature and art, and likewise the products of other types of creative endeavour were referred to the intellectual property items.

The Civil Code of the Russian Federation, Article 128, includes, besides other objects of civil rights (tangible property, including money and securities, other property, including property rights; works and services; information; intangible benefits), intellectual property that means “the products of intellectual effort, including exclusive rights thereto”.

The list of intellectual property objects is set out in the Convention Establishing the World Intellectual Property Organization (WIPO), adopted in Stockholm on July 14, 1967. The Russian Federation is a party to the Convention. Intellectual property is broken down to the following categories: 

· literary, artistic and scientific works;

· performances by artists, phonograms and radio emissions;

· inventions in all areas of human activity; 

· scientific discoveries;

· industrial designs;

· trademarks, service marks and trade names and brands;

· termination of unfair competition.

At the same time, the law does not provide legal protection to such intellectual property as ideas, methods, processes, systems, ways, concepts, principles, discoveries, facts due to their lack of a certain form that allows to individualize them, and a number of other items that are of public significance, or that are lacking a specific author, in particular, official documents (laws, court judgments, other legislative, administrative and judiciary documents), and likewise official translations thereof; State symbols and signs (flags, coats of arms, orders, banknotes and other State symbols and signs); folklore; communications of informative nature on events and facts.
3-3. 
Copyright

Before January 1, 2006 copyright and related rights were governed by the Law “On Copyright and Related Rights” that became effective on August 3, 1993. This law covered two types of intellectual property and legal relationships arising in connection with creation and use of works of science, literature and art (copyright), and phonograms, performances, theatre etc. staging, broadcasting by air or cable broadcasters (related rights). Copyright is applied to works of literature, science and art, and use thereof.

Under the Law, the list of works that are covered by copyright includes:

· works of literature (including computer software);

· drama and musical drama, scripts;

· choreographic works and pantomime;

· music works with or without lyrics;

· audiovisual works (cinema, TV and video films; slide films, film strip, and other cinema and TV works);

· paintings, sculptures, graphics, design works, graphic stories, comics and other graphic art works;

· scenery and decorative works;

· architectural urban panning and landscape design works;

· photographic works and works produced using methods similar to photography;

· geographic, geologic and other charts, plans, drafts and plastic works related to geography, topography, and other sciences;

· derivative works (translations, adaptations, annotations, précis, summaries, reviews, stage versions, orchestration and other adaptations of works of science, literature and art);

· compilations (encyclopaedias, anthologies, databases) and other compiled works that represent a product of creative endeavour from standpoint of selection or arrangement of materials.

Derivative works and compilations are copyright protected irrespective of whether the works they are based on, or include, are subject to copyright or not.

Legal protection is related to exclusive property rights arising with respect to above items. The exclusive right consists in prohibition for third parties to copy products created.

Such exclusive right is applicable for a long period. It is one of the objects of civil rights in free civil turnover.
3-4.
Related rights 

The law on related rights contains provisions on the following right categories:

· rights of performers to their performances and staging (performer rights);

· rights of phonogram producers to phonograms (phonogram rights);

· rights air and cable broadcasters.

The specific feature of the law on related rights is that related rights were not regulated in Russia before enactment of this law.
3-5.
Changes in legislation and introduction of stricter copyright protection measures

Over the last decade Russia has been actively developing the national legal copyright protection system, created legal mechanisms for efficient protection of trademarks and brands. The legal system of Russia broadly complies with international standards set out in TRIPS (Agreement on Trade Related Aspects of Intellectual Property Rights). Russia has ratified major international agreements and treaties in this area. The Russian legal system is transparent and compliant with the requirements to WTO members.

Years 2006-2007 were a turning point for Russia in terms of amendments to the copyright legislation. In April 2007 the Russian President Vladimir Putin signed the Federal Law “On Amendments to Article 146 of the Criminal Code of the Russian Federation” adopted by the State Duma on March 7, 2003 and approved by the Council of Federation on March 26, 2003.

The law now provides for six-year imprisonment for breach of copyright and related rights (Article 146 Part 3 of the Russian Criminal Code) and for breach of rights to trademark or appellation of origin (Article 180 Part 3 of the Russian Criminal Code). In the former case, the imprisonment term has been increased by a year, while in the latter case imprisonment is introduced instead of a fine up to RUR 300,000. Introduction of more severe punishment transfers intellectual property offences from the category of medium crimes to the category of felonies, like robbery with violence or like rape.

The new 4th Part of the Civil Code has become effective since January 1, 2008. It defines mechanisms regulating legal relationships related to intellectual property.

The amendments provide for copyright, including exclusive rights to products of intellectual effort, and allow for restriction of exclusive rights, including without consent by the right holder, but with the right holder retaining the right for remuneration.

The amendments also govern the procedure for using products of intellectual effort. Such products may only be used under an agreement for disposal of the exclusive right or under a license agreement. If the agreement lacks a provision on remuneration amount or on procedure used to assess such remuneration, such agreement shall be deemed to be void. The amendments define the contents and form of agreements, implications of their breach, specific provisions related to their execution with respect to objects of certain rights, copyright, patent rights, rights to selective breeding products, etc.

Additionally, the Code now sets forth additional guarantees for copyright protection: exclusive rights of the author to the product of intellectual effort; assignment of right to other parties solely under an agreement. Employed authors who are not right holders are provided with the right to receive remuneration from the employer for creation and use of work for hire.

The amendments provide for winding-up by court of a juridical person or prohibition of further business by self-employed businessmen as a punishment for repeated or gross breach of copyright. They also provide for seizure of equipment, devices and materials used to commit an offence and their destruction for the account of the offender.

Moreover, if production, distribution, other use and import or storage of tangible media result in breach of exclusive right, such tangible media are deemed to be counterfeit and are to be seized and destroyed pursuant to a court judgment.
3-6. 
Authors’ associations

The Russian Authors’ Association (RAO) is the largest copyright organization in Russia. The General Meeting of Member Authors of the Association is the supreme management body of RAO. The Meeting elects the Board of Authors and the Management Board of the Association that manage day-to-day operations of the Association.

Besides RAO, Russia has other copyright associations, e.g. recently created Russian Association of Right Holders in the Audiovisual Area (ROPAS). Its goal is to collect royalties for authors in the film industry, i.e. for script writers, directors, etc. ROPAS tracks the use of their works not only on television and in film distribution, but also distribution of video tapes, other audio and video media, and in the Internet.

ROSP (Russian Association for Related Rights) is another similar association. Its purpose is to collect fees for the use of related rights (rights of performers, phonogram producers, air and cable broadcasters).
3-7. 
Legal regulation of co-production

Co-production is governed in the Russian Federation by the European Convention on Cinematographic Co-Production adopted in Strasbourg on October 2, 1992. The Russian Federation joined the Convention on March 30, 1994.

The Convention is applied to:

· to co-productions involving at least three co-producers, established in three different Parties to the Convention; and

· to co-productions involving at least three co-producers established in three different Parties to the Convention and one or more co-producers who are not established in such Parties. The total contribution of the co-producers who are not established in the Parties to the Convention may not, however, exceed 30% of the total cost of the production.

Assimilation to national films is one of the key Rules applicable to co-productions:

· European cinematographic works made as multilateral co-productions and falling within the scope of the Convention are entitled to the benefits granted to national films by the legislative and regulatory provisions in force in each of the Parties to the Convention participating in the co-production concerned. 

· The benefits are granted to each co-producer by the Party in which the co-producer is established, under the conditions and limits provided for by the legislative and regulatory provisions in force in that Party and in accordance with the provisions of the Convention.

4.
International Relations

4-1.
International cinematographic activities

A paramount aim of the national film industry is to enhance competitiveness of national films at international markets. International cooperation is aimed at expanding Russian involvement in the global cinema business and, thereby contributing to an upgrade of the status of Russian cinema and its promotion to international markets.

International cinematographic cooperation is performed in the following areas:

· Promotion of Russian national films to international markets via free public screenings;

· Participation of Russian national films in international film festivals outside Russia;

· Preparation and implementation of international film festivals in the Russian Federation; 

· Scientific international cooperation.

Cinematographic organizations and artists actively participate in reinforcement of international cinematographic relationships.

4-2.
International film festivals

Over 300 screenings of Russian films take place at international film festivals every year, within the scope of festivals and Russian cinema weeks, and retrospectives of films made by Russian directors. The best national films are screened at the most prestigious international film festivals of the world. Many Russian films receive top prizes and awards.

Over 20 international film festivals are held in Russia on an annual basis. They cover all major genres and trends of the global cinema: documentaries, animation, kid films, CIS and Baltic films, debut films. Participation in international film festivals and scientific events has become a tradition that contributes to a better image of the national cinema at international markets. The chart below shows the dynamics of film festivals in terms of their number.
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Chart 4. Dynamics of the number of international film festivals, 1996-2008.

4-3.
Quotas and restrictions

There are no quotas or other special restrictions to imports and national distribution of audiovisual products in force in Russia. Distribution certificates are issued without any restrictions subject to requirements that are the same for national and foreign films.

In recent years the share of national films on the country’s screens has been steadily growing and has already exceeded 27% in terms of box-office receipts. This factor witnesses sound trends in the evolution of the national film production and does not require creation of a system of special protective measures or restrictions in the domestic film market of Russia. In this respect, the number of people supporting quota introduction for imported films is very insignificant, and no quotas are planned to be introduced.

4-4.
Co-production

In Russia the international cooperation prevailed to the maximum extent in the 80s and early 90s: there were up to 20 co-produced films a year. In the middle of the 90s the co-production as a form of attracting of investments and a form of cooperation almost disappeared. Only 3 to 4 films were co-produced a year.     
A positive trend has just recently appeared. For example, in 2007 there were eight released films co-produced by Russia with different countries. They constituted about 5% both by number and box-office of all domestic films. Half of them were co-produced with Ukraine. Germany and Kazakhstan acted as co-investors twice. “The Mongol” became the only top box-office co-produced film: it has collected RUR 163.9 mn in 456 film prints. Besides, the film was nominated for Oscar as the best foreign film from Kazakhstan.

Russia plans to develop cooperation with a number of countries participating actively in the international cinema process. However, at the legislative level the co-operation development is encumbered by lack of bilateral agreements on cooperation between countries. Adoption of such agreements shall simplify the procedure for co-operation, starting from the settlement of custom dues and taxation problems to the optimization of the system of the government financial support system. Today such bilateral agreements are at the planning phase. In particular, the government bodies are making preparations for signing the intergovernmental agreements with Germany, India, Chile, and Venezuela. In 2008 the intergovernmental Agreement on cinema co-production was signed with the CIS countries.
	№
	Film
	Release
	Box-office, USD mn
	Film prints
	Country of production

	1 
	Treasure Riders (“Forsazh da Vinchi”)
	03.04.08
	0.80
	147
	Russia, USA

	2 
	Red Pearl of Love (“Krasny Zhemchug Lubvi”)
	08.05.08
	0.36
	98
	Russia, Ukraine

	3 
	Aliens (“Chuzhie”)
	13.11.08
	0.27
	106
	Russia, USA, Egypt

	4 
	The Captive (“Plenniy”)
	11.09.08
	0.13
	100
	Russia, Bulgaria 

	5 
	George (“Georg”)
	06.03.08
	0.10
	8
	Russia, Finland, Estonia

	6 
	Caucasus (“Kavkaz”)
	06.03.08
	0.05
	70
	Russia, Azerbaijan

	7 
	Beatus (“Blazhennaya”)
	24.04.08
	0.05
	50
	Russia, Ukraine

	8 
	The Game of Words: Interpreter of Oligarch (“Igra slov: Perevodshitsa oligarha”)
	28.02.08
	0.04
	31
	Russia, Switzerland 

	9 
	At Genghis Khan’s Dictation (“Po veleniyu Chingiskhana”)
	28.11.08
	0.02
	10
	Russia, Mongolia, China, USA

	10 
	A Gift for Stalin (“Podarok Stalinu”)
	14.12.08
	0.01
	5
	Russia, Kazakhstan 

	11 
	“Dollars” (“Baksy”)
	02.10.08
	0.01
	3
	Germany, Russia, France, Kazakhstan

	 
	Total co-production
	 
	1.8 
	628
	 

	 
	All domestic films
	 
	4 167.9
	16 593 
	 

	 
	Share of co-production
	 
	0.0%
	3.8%
	 


Table 3. Co-produced films, 2008
In the context of market, the co-production development is encumbered by lack of foreign spectators’ interest in the Russian films and, as a consequence, by poor box-office of such films. 

In 2008 11 co-produced films were released; it is three films more than in 2007. However, their total box-office constituted only 1.1% of the total box-office of domestic films while the last year box-office of co-produced films was 5%. 

All co-produced films were released in small number of copies. The best box-office (RUR 20 mn in 147 film prints) was collected by Treasure Riders (“Forsazh da Vinchi”). 13 countries acted as co-producers. Most often the co-production witnessed: the USA (three films), Kazakhstan and Ukraine (two films each). 

5.
State regulation of the Industry

5-1.
Government agency for management of film industry
The management and regulation of the Russian film industry is provided by the Ministry of Culture of the Russian Federation (hereinafter “the Ministry”). In compliance with Regulation approved by Decision No. 40b of May 29, 2008, the Ministry is the federal executive agency performing the functions related to management of government-owned property, provision of culture and cinema related public services and reporting to the Ministry of Culture and Mass Communications of Russia.

The Ministry is operating in compliance with the Constitution of the Russian Federation, federal constitutional laws, federal laws, acts by the President of the Russian Federation and the Government of the Russian Federation, international treaties of the Russian Federation, regulatory legal acts by the Ministry of Culture and Mass Communications of the Russian Federation and the Regulation for operation of the Agency.

The Ministry is to hold tenders, within its competence and in due manner, and sign government contracts for placement of orders for goods supply, performance of works, provision of services, performance of research and development for public purposes, in the relevant area of operation, including film industry.

The Ministry is to ensure safe storage and restoration of film heritage, storage of source materials for national films and provides the following services:

· keep the State Film Registry;

· issue distribution certificates for films create in the Russian Federation or acquired abroad for distribution in the Russian Federation;

· issue national film certificates.

The Minister of Culture is appointed and can be dismissed by the Government of Russia.  The Minister of Culture currently has four Deputy Ministers.

Cinema issues are regulated within the Ministry by its functional unit: Cinema Department managed by the Department Director and includes the following divisions:

· National Feature Film Production and Distribution;

· Non-feature and Animation National Film Production and Distribution ;

· Domestic Film Event and Festival Support;

· State Registry.

· Researches.

5-2.
Government policy goals and tasks in film industry

The key strategic goal of government film industry policy is to ensure its long-term sustained development, enhance competitiveness of Russian films and ensure their availability for mass film theatre audience.

Another strategic goal of the government policy is to preserve the Russian cinematographic works as the national cultural heritage, including film libraries and archives, museum exhibits, and scientific achievements.

Long-term sustained development of the national film industry assumes:

· maintaining the growth rates of the film industry economic performance in the longer run;

· proportional and balanced development of individual film industry segments;

· overcoming substantial differences in the state and development of the film industry between Russian regions; development of film industry infrastructure and the film industry on the whole in all Russian regions, including Siberia and Far East.

Based on the strategic goals, the tasks of government policy with respect to the film industry are as follows:

1.
transition to government financial support for production of national ordered films: large-scale film projects that may be considered as works of national significance based on such criteria as importance of issues raised in the films for contemporary audience, their artistic and cultural value, and expression of Russian national identity and humanity ideals;

2.
enhanced competitiveness of national films aimed at mass audience and large-scale distribution;

3.
expanded film variety on the domestic market by producing specialized products: animation, children films, debut films, non-mainstream films;

4.
availability of national films to general public; develop infrastructure and advanced screening technologies; 

5.
enhanced competitiveness of Russia in the international film process; facilitate promotion of national films on the international markets as cultural phenomena and commercial products;

6.
favourable conditions for development of market relations in national film production and distribution; gradually introduce the re-investment system of financing film projects;

7.
development of professional education system to provide the national film industry with required professional resources;

8.
preservation of the national film heritage, including creation of necessary storage conditions, development of technologies and equipment for technical control, restoration, reconstruction and transfer of films to advanced media.

9.
maintenance and development of the material, production and technical facilities in the film industry; improvement of its institutional and organizational structure; development of cinema equipment and technologies and their early integration into the cinema process.

5-3.
System of government support for film industry
Government support for cinematography is provided in accordance with Federal Law No. 126-FZ of 22.08.1996 “On government support for film industry in the Russian Federation” (“Law No. 126-FZ”).

Consistent government policy had substantial impact on dynamics of film production and attendance of Russian films. Under the applicable law, projects were selected by expert boards, with support provided to film production and distribution, and film promoted internationally. Recent years witness a trend of changing the principles of government regulation: the government decided to introduce a reinvestment system to finance film production and gradually reduce the share of government involvement in the film industry (Federal Target Programme “Culture of Russia (2001-2005)”). Since 2002 tax and customs benefits for the film industry have been cancelled. The industry-based approach has been gradually replaced with a target programme approach, which views cinema as an instrument of achieving strategic goals of the government cultural policy (Federal Target Programme “Culture of Russia (2001-2005)”).

In recent years the government financial support for film industry has been aimed at further stimulation of national film output, diversification of themes and genres in Russian cinema, creation of works in demand by mass audience. At the same time the understanding of the need to build up domestic film output was reflected in Order No. 1299-r of 18.09.2002 by the Russian Government that set a target of ensuring production of up to 100 feature, up to 65 animation and up to 330 non-feature national films per year by 2006, and to increase the share of national films in the overall amount screened in Russian film theatres to 25%.

In 2006 this intermediate target set by the Russian Government for the national film industry was achieved. In particular, the industry supported by the government produced 105 full-length feature, 459 non-feature and 65 animation films. 

In April 2008 Vladimir Putin, the President of the Russian Federation, put forward the initiative of developing a new strategy to provide the government financial support for film industry. 

The particular measures to implement were singled out at the meeting “On domestic cinema development” held on October 7, 2008 in Saint Petersburg and headed by Vladimir Putin, the Chairman of the Government of the Russian Federation. In particular, these measures concern the increase in the amount of government support for the Russian cinematography and creation of the films being of the nationwide social and culture value.      

Following the Letter to the Federal Assembly of the Russian Federation by Dmitry Medvedev, the President of the Russian Federation, the instructions of the Government of the Russian Federation and the State Duma, the Cinema Department of the Ministry of Culture of Russia in 2008 started preparation for the regular open competitive tenders to select contractors for implementation of the projects of national feature, animation and non-feature films to be financially supported by the Government in 2009-2010.

Government support for national film industry is focused on production of films facilitating cultural and moral education of individuals that impart ideal concepts of the national identity and humanism and reflecting crucial issues of the contemporary Russian society. The government supported films are divided into several sectors:

The first sector includes historical, military and patriotic films, adaptation of Russian classic literature, works on vital social and moral issues. This category accounts for at least 25% in the total federal budget expenses for government support for feature film production. The share of government engagement in financing of this category of projects reaches up to 70% of their estimate cost, or up to RUR 29 mn per film (RUR 23 mn in average).
The second sector of government feature film support covers production of films that ensure genre diversification of the national film industry, promotion of various genres complying with the preferences of modern audience. This category accounts for up to 30% in the overall federal budget expenses for government support for feature film production. The average amount of budget allocations per film of this category amounts to up to   RUR 29 mn.
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Chart 5. Sectors of government support for film industry, 2008
The third most important sector of government support for Russian feature film industry is production of films for pre-teen children. Last year this category received over 15% of the overall federal budget expenses for government support for feature film production. However, the list of children films evidently lacks genre variety: musicals, comedies, sci-fi films, or fascinating fairy tales. The above genres also fall in the category of the most expensive products requiring special equipment and highly qualified professionals. It is also important that children films enjoy the right of government financial support of 100% of their production cost.

The forth sector of government financial support for film production is support for debut films and experimental works that contribute to enrichment of expressive means in modern cinematography and enhance the professional level of film direction. Government support averages RUR 15 mn per debut film, and RUR 24 mn per independent film, with the government share reaching up to 100% of estimated production cost. This category of films accounts for at least 30% in the overall federal budget expenses for government support for feature film production.

The above film categories additionally include production of full-length animation films that are full-fledged members of film distribution and enjoy increasing acclaim by the audience and increasing box-office.

As to animation films, the task of maintaining the best practices of national animation remains a priority, with the focus on both production of interesting short films for children (with government participation reaching 100% of cost estimate) and rapidly growing production of full animation films and series (with government participation reaching up to 70% of cost estimate).

The mechanisms of government financial support for film industry are governed by Federal Laws No. 126-FZ of 22.08.1996 “On government support for film industry of the Russian Federation” and No. 94-FZ of 21.07.2005 “On placement of orders for supply of goods, performance of works and provision of services for government and municipal needs”.

The procedure set forth in the above legal acts provides that a cinema organization claiming government financial support for a film project is to submit such project to an open tender for selection of contractors for implementation of the national film production plans. Such tenders are held by the Federal Agency for Culture and Film Industry on a regular basis. Information on dates of tenders and required documentation is provided in tender notices and relevant tender documentation published in the newsletter “Konkursniye torgi” (“Competitive Bidding”) and on the web-site of the Federal Agency for Culture and Film Industry.

Government support is provided both to mass audience films and to art-house (avant-garde) films with limited output. The artistic value of the latter is proven by their awards received at Russian and foreign film festivals.

Irrespective of specific economic targets of government support for national film production and distribution moral and artistic contents of films has always been the priority of government policy, which primarily has been implemented via selection of film projects for government support of their production and distribution.
Subjects of projects selected for tenders are chosen based on monitoring of current production operations of film studios, priority plans and programmes, based on regular conferences and working meetings attended by representatives of the Federal Agency for Culture and Film Industry, film producers and artists that discuss current issues of the Russian society and areas of film industry development with the highest potential, and allow outlining the amount of orders for production of national films.

The Russian Federation has legal provisions in force that exempt box-office gained from distribution of national films from VAT, which provides advantages for national film production.

5-4.
Amount of government support in 2008

In 2008, the government financial support for the Russian cinema was allocated to the following sectors:
· cinema production;

· cinema distribution and cinema services to people;

· international cinema cooperation;

· centralized acquisition of foreign films;

· research, design and experimental activities

In 2008 the amount of the government financial support for the domestic cinema sector was RUR 3.030 mn net of investments and expenses for cinema education (?).
In 2008, RUR 2.740 mn were allocated from the government budget to the national films production. After heavy growth of the government support in 2002-2003, the increase in financing came to stabilization in 2004-2007; the amount of financing was increasing at the rates comparable to the growth of inflation. Meanwhile the government financial support has increased by over 2.5 times for the last six years.
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Chart 6. Government financial support for film production, RUR, mn
The government financing structure to the cinema production in the context of main types of film products is presented in the chart below:
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Chart 7. Structure of government financial support for film production

In 2008, the following products were created with the government financial support:
· 88 full-length feature films;

· 160 animation films (including the number of separate films in series);

· 612 non-feature films and video films (including the number of separate films in cycles).

Following the results of competitive tenders, 136 feature, 252 non-feature and 39 animation films were launched in 2008.
6.
Russian Film Industry Infrastructure

6-1.
Film production output

Recent years have been witnessing a steady trend of increase in feature film output. The following factors affect the production growth: increase in the amount of government support for film production; introduction of new mechanisms and sources of film project financing; general increase in population welfare; expansion of the network of film theatres and audience (and, as a result, higher box-office).

Constraints of film production growth include: low payback of film projects, limited amount of external investments in film production, including lack of a system of loan financing and reinvestment in film projects.
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Chart 8. Dynamics of film production
Domestic films are still primarily low-budget projects, with the production budget of most films not exceeding USD 1-2 mn, while budgets over USD 10 mn are a rare exception. Production of 81 films released in 2008 cost USD 544 mn, with an average budget of USD 3 mn.

	Budget
	Number 
	Share

	Up to USD 1 mn
	5
	0.3%

	USD 1 – 2 mn
	22
	74%

	USD 2 – 3 mn
	21
	14.1%

	USD 3 – 4 mn
	9
	23.2%

	USD 4 – 10 mn
	12
	25.9%

	over USD 10 mn
	3
	29.1%

	Total
	72
	100%


Table 4. Structure of production budgets of the films released in 2008

Low film budgets do not allow achieving high quality of products from technical standpoint, especially in terms of special effects, which reduces competitiveness of national films. On the other hand, existing box-office results prevent producers from raising investments and increasing budgets, for they cannot pay back invested amounts. The capacity of the film production market assessed as the aggregate of budgets of all films produced over the year is primarily increasing due to the growth in the number of films produced.
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Chart 9. Dynamics of the cinema market capacity, USD mn.
The share of films produced with private investments without government support is in the range of 25-30% and is ever increasing. The last two years were a turning point: while no national feature or documentary films could be previously made without government support or sponsorship, the overall market growth and consistent government support in recent years have led to larger commercial financing of film production. The existing trends prove that national feature film production economics can be relieved from its dependence on government budget, which can gradually be replaced with market financing sources. This trend may be changed by global financial crisis that will enhance the importance of the government support for film industry; meanwhile the foundation was laid for the cinema sector as an independent industry.
6-2.
Film companies

Under different estimates, from 200 to 400 companies are engaged in film production in Russia. The wide range of estimates of their number is explained by that many companies are created as vehicles for specific projects and are wound up after their completion. In general, concentration in the production industry is quite low. As a result, there is a problem of continuity and accumulation of experience. Additionally, small companies are unable to apply the “portfolio” approach, i.e. create a certain portfolio of film projects, some of which will prove profitable and cover costs of failed projects. Western majors operate using such approach. 

	A stage of growth of film companies in volumes is over now. The Russian cinema is currently in the process of market structuring that can help resolving some abovementioned problems. According to the experts’ forecast the situation will become stable within next three years. During this period a circle of main film production companies in the cinema market will be finally shaped and each of the companies will produce not less than ten films a year providing high quality of the films.
№
	Film company
	Box-office, USD mn
	Number of films 
	Film prints

	1-2
	DAGO
	18,4     
	1
	937   

	1-2
	Cinema Direction (“Direktsiya kino”)
	18,4     
	1
	937   

	3
	The 1st Channel
(“Pervy kanal”)
	15,9     
	3
	1 718   

	4
	Baseleus Production (“Bazelevs Prodiction”)
	15,0     
	1   
	914   

	5-6
	Karoprokat
	13,6     
	1   
	702   

	5-6
	TNT
	13,6     
	1   
	702   

	7
	А-1 Cinema Video 
(“A-1 Kino Video”)
	8,1     
	2   
	511   

	8
	Central Partnership
	7,4     
	5   
	 1 174   

	9
	NTV
	7,2
	2
	423

	10
	STV
	6,6
	7
	1 537


Table 5. Ten top successful film companies 2008
The absence of finally defined circle of main film companies results in the situation when it is impossible to use a resource of the film companies’ brands to promote the films. Upon reorganization of big state-owned film studios into technical service providers (film factories), their brands as film makers were lost. The emerging private production companies have yet to acquire their own images that can become brands and serve as a driver to enhance competitiveness of the national feature films.
6-3.
Film factories and production capacities

To date three major film production facilities can be pointed out in Russia: Mosfilm, RWS and Media City. A list of film production facilities is presented in the table below:
	Name 
	Area, ha 
	Number of stages 
	Stage area, sqm

	RWS Cinema Studio
	3
	13
	10,700

	Mosfilm
	34
	14
	10,362

	Media City (Amedia)  
	4
	9
	6,500

	TV Film (ТТО Novela)
	-
	5
	5,000

	My studio
	
	5
	4,700

	Lenfilm
	23
	6
	3,500

	Television Creative Association
	-
	3
	3,300

	Gorky cinema studio 
	35
	5
	3,200

	Pavilion Production
	-
	3
	3,000

	“Telemost” Group of companies
	-
	3
	2,700

	Magic Film
	-
	3
	2,200

	National film centre 
	3
	5
	2,100

	Way film
	-
	1
	1,100

	Sverdlovsk film studio
	2
	2
	1,085

	TOTAL
	- 
	77
	59,447


Table 6. Major film production facilities in Russia

One of essential issues of Russian film production is lack of film studios with advanced equipment. There is a steady demand for film studio services, which is increasing every year due to high growth rates of national film production. Such growth of film production output implies availability of at least 300 film production stages in the country (currently around 77). 
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Chart 10. Stage number growth dynamics
Utilization of production capacities of existing Russian film studios differs depending on studio due to a number of reasons. First, production capacities of many film studios cannot be fully utilized as they are too worn out. Secondly, film studios lease out facilities providing outdated services. Thirdly, most film studios are unable to offer the entire range of services required for film production (producers tend to do all in one place to save money and time).
	No.
	Name
	Date of establishment
	City

	1
	CineLab
	2001
	Moscow

	2
	RWS
	1998
	Moscow/Saint Petersburg

	3
	Bogdan and brigada
	2000
	Moscow

	4
	X-Ray
	1999
	Moscow

	5
	Astakhov
	1999
	Saint Petersburg

	6
	Renatacam
	2004
	Moscow / Saint Petersburg /Kiev

	7
	IMT Group
	1992
	Moscow

	8
	Kinotechnica
	1990
	Moscow

	9
	Mosfilm
	1920
	Moscow

	10
	KinoRentService
	2003
	Moscow


Table 7. Major rental houses in Russia
The production industry is currently serviced by a large number of medium and small-size companies that are trying to expand their range of services to the maximum extent possible, offer high quality services, advanced equipment to the market in sufficient amounts. However, these companies are still lagging behind the rapid growth of demand from film producers and have investment constraints. In general, market relations and competition contribute to the growth of this film production segment.
6-4.
Film distributors

47 private distribution companies were operating on the film distribution market in 2008. The overwhelming majority of them have no Russian nationwide distribution certificates for domestic or foreign films, and even no CIS or Baltic certificates. Additionally, 74 regional State-owned distribution companies are engaged in film distribution. They mostly acquire Russian films and service the network of unreconstructed film theatres.

Depending on their specialization, distribution companies are divided into several types:
· Companies bound by exclusive agreements with Hollywood majors or acting their representatives in Russia (UIP, Buena Vista Sony Pictures (BVSP), 20 Century Fox/Gemini). In some cases they complete their portfolios with Russian films. 

· Independent distribution companies acquiring various films at domestic and international film markets and directly from producers (East-West, Luxor, Kaskad, Piramida, Panorama).

· Film producers that independently promote their films (Karo, Paradiz, Central Partnership, Gemini, Lizard).

· Specialized companies oriented at exclusive promotion of European products, national films and art-house products (Intercinema, Kino bez granits, CP-classic, Volga).

The results of 2008 outlined a group of 6 leading companies on the film promotion market each of which collected over USD 50 mn from the film distribution.

One of the leaders in distribution of films is Universal (UPI) with over USD 200 mn of its box-office receipts. The second and the third places are taken by the film companies that are the representatives of the Hollywood majors – 20 Century Fox and BVSPR. The main domestic distribution companies Central Partnership and Karoprokat take the fourth and the fifth places accordingly.

	No.
	 Distribution company 
	Number of films
	Box-office, USD mn
	Share in terms of box-office

	 1   
	UPI
	24
	200.5
	24.7%

	 2   
	20th Century Fox CIS
	21
	141.1
	17.3%

	 3   
	BVSPR
	22
	108.9
	13.4%

	 4   
	Central Partnership
	27
	66.6
	8.2%

	 5   
	Karoprokat
	17
	63.5
	7.8%

	 6   
	Karo Premier
	19
	62.4
	7.7%

	 7   
	Paradise
	29
	35.0
	4.3%

	 8   
	Kaskad
	20
	29.9
	3.7%

	 9   
	West
	19
	24.1
	3.0%

	 10   
	Top Film Distribution
	20
	19.3
	2.4%


Table 8. 2008 film distribution by top Russian distributors, USD mn
We can identify the following trends in evolution of film distributors in Russia; further centralization and concentration of film distribution; ousting of small companies from the market; tougher competition between distribution majors; integration with production companies or own film production. The last trend will positively affect film production output, on the one hand, and distribution results; on the other hand, for distribution companies are much more interested in successful distribution of a film and will apply additional promotion efforts.

6-5.
Film theatres

Over the last years the Russian film exhibition market was rapidly growing, while the infrastructure ruined in the 90s being restored step by step. The number of operating film exhibition facilities was constantly growing in the Soviet Union over a long period. The film exhibition network was divided in terms of reporting to State-owned, trade union and government agency facilities. Urban and rural State-owned film exhibition facilities amounted to over 69 thousands as of 01.01.1980, with rural facilities accounting for 86% out of them.

By 1990 the overall number of film exhibition installations (both urban and rural) amounted to 77 thousands, or 12% more than in 1980.

The developed infrastructure ensured wide exhibition coverage of population and high box-office receipts from exhibition of national films in film theatres. The audience of each out of top ten national films in the 80s reached from 30 million to 40 million people. During the last attendance peak in Soviet film exhibition industry, in 1980, 3.4 billion viewers attended film shows, that is, 14 visits to cinema per inhabitant in average, which is almost threefold higher than the current U.S. level (around 3.6 visits per inhabitant).

By 1995 the overall number of film exhibition facilities had dropped to 34.6 thousand, while film theatre attendance had gone down almost 16 times.

The restoration of exhibition infrastructure started in the late 1990s, when the first film theatres with modern screening equipment were launched, that is, facilities with high resolution projection equipment, DOLBY sound system, ergonomic seats, and high-quality screen.

In 1999 Russia had 100 cinema screens furnished with advanced process equipment (around 5% of the overall number of urban cinema screens in Russia at that time), while the number of cinema screens in Russia can reach 2,000 by the end of 2009. The increase in the number of advanced cinema halls is accompanied by reduction of their overall number due to shutting down of some rooms which have not been re-equipped. The total number of film exhibition facilities amounted to around 14,550 by the end of 2008, including 2,210 urban facilities. As of December 31, 2008, Russia had 1,864 modern projection screens in 736 film theatres. The average number of screens per a cinema keeps increasing and is currently stands at 2.53 screens per a film theatre. 
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Chart 11. Modern film theatres in RF
In 1999-2003 Russia saw a period of active construction of film theatres. Old Soviet legacy theatres were re-equipped. Engineering specifications of respective buildings prevented from launching a large number of cinema halls; accordingly, the growth rates of the number of theatres and screens were almost identical. Since 2004 not only the growth rates have substantially dropped due to the market saturation in large and medium cities and towns of Russia, but a significant gap between the growth rates of the number of film theatres and the number of cinema halls has occurred. This is linked to the completed re-equipment of old film theatres and beginning of their building in shopping or entertainment complexes.
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Chart 12. Dynamics of film exhibition market growth
Relatively high rates of new cinema construction are due to the nature of income distribution between film theatres, distributors and producers.

The existing ratio of box-office distribution, where 50% are given to film theatres, 7-8% to distributors, and not more than 40% to producers, is market driven and has emerged for purpose.

Many cinema owners reinvest their share of box-office receipts in construction of new cinema halls, which, in its turn, entails broader access by audience to film theatres and overall increase of box-office.

In general, experts estimate that at least 3 thousand advanced cinemas need to be constructed in the country to ensure normal operation of the film industry, i.e. twice as many as current figures. Such construction will ensure an average national ratio of 3 cinema halls per 100,000 people in terms of urban population.

We need to outline two trends. On the one hand, in large cities cinemas are primarily built in shopping malls, trading and cultural facilities. Such development options allow construction of multiplexes (5 in average and maximum 16 screens) that have such a competitive advantage as simultaneous projection of a large number of films meeting the preferences of different target audiences.
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Chart 13. Dynamics of cinema halls location 

As of December 31, 2008, over 51% of all Russian modern cinema halls were located in the trading centres. However, the experts forecast the reduction of construction rates of such film theatres with the film exhibition market and shopping and entertainment market becoming glutted in large Russian cities and due to the slowdown in global economic growth in 2009.  

The other trend consists in almost total lack of construction of modern film theatres in small towns as population living standards are much lower in such towns as compared to cities with population over 500 thousand people. Moreover, film theatre coverage of the Russian regions and territories is evidently misbalanced. As a consequence, localities with population below 250,000 people experience a considerable unsatisfied demand in quality cinema services. 

The coverage of the Russian Federal Districts by film theatres as of 31.12.2008 is given in the table below.

	District
	No. of film theatres
	No. of cinema halls
	Market share by the number of cinema halls

	Moscow region
	104
	415
	22.3%

	Volga Federal District

	121
	333
	17.9%

	Central Federal District (net of Moscow Region)

	116
	233
	12.5%

	Siberian Federal District

	106
	230
	12.3%

	Saint Petersburg

	36
	185
	9.9%

	Urals Federal District

	83
	174
	9.3%

	Southern Federal District

	74
	151
	8.1%

	Far East Federal District

	56
	78
	4.2%

	North-Western Federal District (net of Saint Petersburg)

	40
	65
	3.5%

	Total in Russia

	736
	1,864
	100%


Table 9. Coverage of the Russian Federal Districts by modern film theatres as of 31.12.2008

The importance of opening modern film theatres in small towns is determined not by the industry needs alone in terms of expanding audience of national films, but by social and cultural significance of this task at the national level as well.

There also exists an independent trend consisting in reinforcement of network operators’ positions: 10 largest cinema networks own 40.5% of the market in terms of cinema halls. Karo film is the leader accounting for 8.9% of the market.

Some cinema networks (like Karo and Paradiz) are members of integrated companies that cover the full cycle from production to distribution of films, which reflects the market trend of integrating various segments of the film industry. The entry by network operators to the film production industry has a positive impact on production output and film budgets, as proceedings from actual film exhibition in film theatres is redistributed in way benefiting production of new films, which allows producers to cover a significant gap between a film budget and respective income. Top ten network operators as of December 31, 2008 are shown in the table below.
	Place
	Network operator
	No. of film theatres
	No. of cinema halls
	Market share by the number of cinema halls
	Head office

	1
	Karo Film
	35
	166
	8.9%
	Moscow

	2
	Cinema Park
	13
	105
	5.6%
	Moscow

	3
	Kinomax
	23
	92
	4.9%
	Moscow

	4
	Crownwork Cinema
	13
	80
	4.3%
	St. Petersburg

	5
	Formula Kino
	14
	67
	3.6%
	Moscow

	6
	Rising Star Media
	5
	62
	3.3%
	Moscow

	7
	Premier-hall
	43
	57
	3.1%
	Yekaterinburg

	8
	Art Signs Cinema
	15
	50
	2.7%
	Novosibirsk 

	9
	Luxor
	10
	41
	2.2%
	Moscow

	10
	Paradise
	7
	35
	1.9%
	Moscow

	Total by operator
	178
	755
	40.5%
	

	Total in Russia
	736
	1864
	100.0%
	


Table 10. Top cinema network operators in Russia as of 31.12.2008
6-6.
Digital technologies
Qualitative changes in the film exhibition market capable of leading to substantial changes in the entire film industry consist in the use of digital and electronic technologies that will result in material cost reduction, as delivery of films in digital copy to film theatres can be substantially less expensive than production and transportation of film prints.

The first digital film theatre was launched in Russia in 2006 by Kronwerk Cinema in Saint Petersburg By the end of 2006 three digital cinema halls had operated in Russia. As of December 31, 2009 there were already 92 digital cinema halls in Russia. The number of the halls increased 45 times.
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Chart 15. Dynamics of the number of digital cinema halls

Development of this segment faces some obstacles, as it requires significant investments with long payback period. Advanced digital film exhibition equipment in the basic configuration for a cinema hall costs not less than USD 130 thousand. This significantly complicates expansion of digital exhibition network in Russia considering relatively low offer of digital films and lack of shaped demand of audience in digital exhibition. Our country is lagging behind by several years behind European countries in terms of rapid and efficient introduction of new film exhibition technologies; however this gap is gradually decreasing. The digital network could not develop without proper content.  

The situation changed with appearance of new digital full-length films and animation films that became extremely popular. The crucial point was the release of Beowulf 3D, the first digital stereo, In November 2007. It was the event which gave an impulse to growth in the number of digital and 3D-cinema halls in Russia. Foreign and domestic film companies are planning currently to release 3D-films. On the immediate horizon the growth rate in the number of digital films will only increase. 3D-demonstration showed a quality transition from simple demonstration of possibilities of various subjects’ projection by using new technologies to 3D cinema as to the independent direction of cinema art development. People are changing their attitude to 3D films and start thinking that these films are not just attractions but motion picture films. Animation film “Volt” with the Russian box-office of RUR 325 mn can be considered as an example of successful distribution of 3D film.

The location of digital cinema halls can be explained mostly by the Russian geography and its centres of business and commercial activity: the majority of the cinema halls are located in the European part of Russia. However, digital and 3D rooms are already in Siberia and the Far East.   

Digital content is currently delivered in hard USB-disks as everywhere in the world. Meanwhile, some test transmissions are being already made through satellite channel. The Main Computer Information Centre (GIVZ) is already delivering films up to 150 GB to some film theatres. The cost for such transfer is still quite high, thus this method will be unlikely to become widely used in the nearest future. But with additional satellites put into operation and cost of transmission reduced, this will be the main method. Russia’s geography considers satellite transmission to be the most effective method.
6-7.
Human resources in film industry

Reproduction and increase of human resources is one of the key challenges in developing production and distribution of feature films. The table below shows the dynamics in the number of students in industry higher and secondary specialized educational institutions of Russia.

	Educational institution
	Number of students
	Departments

	VGIK
	1,445
	7

	SPGUKiT
	6,061
	6

	VKSR
	63
	-

	Sergiev-Posad cinemavideotechnical college
	115
	3

	Rostov-on-Don cinema and television college 
	760
	2


Table 11. Cinema educational institutions

Higher education institutions provide over 1 thousand higher education graduates and over 850 specialized secondary education graduates per year.

The increasing demand for professionals, for training and continuing education requires expanded education logistics. Experts estimate the shortage of professional resources in the industry at 30-35% in terms of both key creative staff and auxiliary professionals.

The film industry currently lacks professional film technicians, electricians, cameramen, second directors, assistants, professionals specialized in special effects, biological models and computer graphics. The rates of emergence of new technical capabilities and technologies aimed at quality film production considerably exceed the rates of HR training in the industry, which aggravates the problem of development lag of the national film industry in terms of technical progress.

Russian State University of Cinematography named after S.A. Gerasimov (VGIK) is a Federal state educational institution of higher and post-graduate professional education of the Russian Federation. VGIK trains specialists in cinema, television and other screen arts: actors of drama theatres and cinema; directors, animation and computer graphics specialists, sound designers, cameramen, film writers; literary experts in cinema and television, historians and theorists of cinema and television; film, television and video critics; editors of cinema, video and television studios; art directors, costume designers; animation and computer graphics art directors; audiovisual products production and distribution managers. 

Saint Petersburg Cinema and Television State University. Over 4,500 students take classes in the University. Applicants could choose any of 18 fields and have specialization in any profession of engineering faculties namely: department of audiovisual technology (FAVT); department of cinema and television equipment and systems (FPSKT); department of photography and technology of recording materials (FFiTRM); department of economics; department of mass communications (FMK), and department of screen arts (FEI).

Script writers and Directors Higher Courses is a non-state educational institution of additional professional education which focuses on second higher education in the following specialties: feature film director, documentary film director, cinema and television producer, script writer. The Courses were established in 1963. Almost half of currently popular and hardly working script writers and directors of the Russian cinema graduated from the Courses. 

Mosfilm Studio Courses are the courses for qualified specialists training. The Courses programme is heavy and full of a wide range of subjects, primarily specialized and general ones, for example: history of world cinema, history of foreign and Russian theatre, history of sound cinema, history of costume, film direction, cinema dramaturgy, cameraman’s art, film production, etc. The Courses also educate specialists of “the second team”, i.e. assistants to casting director, assistants to costume designer; scene painters, camera equipment mechanics, assistants to cameramen and second cameramen, property masters, costume designers, managers of film crew, film and script editors, dailies editors, film editors.
