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OF T H E 
FILM INDUSTR 

lv he film industry had reached the most 
decis ive and critical stage of its entire 
history. T h e steep decline in c inema 
admissions throughout the country de­
spite the increase in population, the sharp 
drop in the number of c inemas operating 
and the absence of Investment in the. 
exhibition segment of the industry are 
symptomat ic of the crisis now faced by 

.the industry. T h e r e t u r n o n i n v e s t m e n t 
in t h e e x h i b i t i o n s e g m e n t is p o o r t o 
the po in t o f be ing a l m o s t n o n - e x i s t e n t 
w h e n c o m p a r e d t o t he l eve l o f r e t u r n s 
in m o s t o t he r f ie lds o f b u s i n e s s , U n ­
derstandably, Exhibitors are ve r y w a r y of 
making new investment, wh ich is e s s e n ­
tial for the industry to serv ive and cater 
adequately to the needs of the c inema 
going public. Many Exhibitors have al­
ready gone out of business and many 
more will have little choice but to opt out 
of the c inema industry if relief is not 
urgently prov ided. 

T h e National film Corporat ion's ( N F C ' s ) 
viability as an institution is at all t imes 
directly dependent on the cont inued prof­
itability of the film industry as a whole J -
the cont inued profitability of c inemas in 
particular. Being a State monopoly, a 
major responsibil ity does rest on the N F C 
to ensure that c inemas continue to be 
financially viable and capable of generat­
ing returns commensura te with the high 
capital, investment and expenditure in­
c u s e d in operating c inemas. T h e N F C 
can best do that by making available 
adequate supplies of films with good box 
office' appeal on terms that allow profit­
able operat ion. 

2 
In 1978 the N F C , in keeping with the 

Gove rnmen t ' s open economy policy, did 
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away with much of its monopoly status 
operations but, in terms of the original 
N F C Act, permitted exhibitors, with the 
written • authority of the Chai rman, to 
source their requirements of Engl ish 
language films from members of the 
Motion Picture Expor t Association of 
Amer ica ( M P E A A ) (who make up the 
world's largest producer/distributor of 
Engl ish language films) as well as from 
other independent distributors. ( T h e pro­
v iso for exhibitors to import films with the 
written permission of the Chai rman w a s 
an intergral part of the N F C Act No . 47 of 
1971. Section 2 of the review deals more 
fully with this point). Under the present 
arrangements the contracts for import of 
films, including details of titles selected 
are approved by the N F C , imported and 
cleared by the N F C and v iewed by the 
Public Performance Board and a Certifi­
cate issued prior to exhibition. 

Wi th minimal investment on its part, the 
N F C receives from release cinemas in 
Co lombo exhibiting English Language 
films a level of income by way of over 
riding commission, film levy and special 
levy wh ich , in relative terms, is far more 
than what the N F C gets from arty other 
individual c inema it serv ices. 

3 
T h e N F C appears to have now come to 

the conclusion that the panacea for its 
huge and annually increasing losses is to 
arbitrarily rev ise terms and conditions 
applicable to the importation and exhibi­
tion of Engl ish language films. T h e N F C 
should rather examine critically and anew 
those of its operational areas causing its 
annual losses and introduce prudent fi­
nancial management. A n examination of 
the N F C ' s financial statements will reveal 

the areas that d e m a n d immediate and 
priority attention. 

T h e present policy of the Government 
encourages private sector competition 
with state institutions in numerous areas 
of activity, however inno. other a rea is the 
private sector participant called upon to . 
subsidise the losses, if any , incurred by 
the state sector institution competing with 
it. T h e Sri Lanka Transpor t Board (oper­
ating at a loss), Cey lon Shipping Co rpo ­
ration, Insurance Corporat ion of Cey lon , 
State Pharmaceutical Corporat ion and 
the many other state trading corporations 
competing with the private sector within 
the normal fiscal structure of the state do 
not impose terms and conditions includ­
ing the payment of tariffs and levies as a 
prerequisite to permit private sector par­
ticipation. T h e State sector in other 
spheres does not attempt to coerce the 
private sector into accepting a state 
monopoly status by resorting to archaic 
legislation - an anomolous situation which 
runs counter to the accepted 'open econ­
omy ' policies of the Government . 

Th i s review seeks to show w h y the 
existing terms and conditions relating to 
the importation and exhibition of Engl ish 
language films should not be arbitrarily 
vaired so that the Colombo release cine­
mas can operate viably. It will be evident 
from the submissions contained in this 
review that the N F C ' s decision to de­
mand more and more f rom selected 
exhibitors simply to recoup its avoidable 
losses, regardless of whether §uch / 
demands can be met, is an unbusinessl ike ' 
and shortsighted tactic that really jadds 
up, in effect, to these exhibitors subsidis­
ing inefficiency and even bad manage­
ment at various levels of the NFQf 

T h e film industry consists of three seg­
ments - the Producer, Distributor and the 
Exhibitor. T h e exhibitor (or c inema op­
erator) makes the largest investment in 
the film industry and also helps generate 
the highest employment i n the industry. 
Exhibitors are unquestionably the back­
bone of the industry. T h e 1985 Pres iden­
tial Committee of Inquiry into the film 
industry in Sri Lanka had this to say on the 
role of the exhibitor. "Howeve r , impor­
tant, production alone does not constitute 
the whole of c inema. W i t h o u t c i n e m a 
h o u s e s t o s c r e e n t h e m , f i lms w o u l d b e . 
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m e a n i n g l e s s a s a m a s s ar t ; h e n c e the 
we l l be ing a n d stabi l i ty o f the e x h i b i ­
t ion t rade a re a l s o essen t ia l t o the 
con t i nued e x i s t e n c e o f a c inemat i c 
cu l t u re " . (Emphasis added). 

T h e operation of c inemas is repidly 
ceasing to be viable for many reasons. 
Among them are:-

* T h e exhibitors being depr ived of any 
alternate source of supply of films be­
cause the N F C State monopoly - is the 
sole distributor of films in Sri Lanka. 

* T h e wide ranging bureaucratic inter­
ference by the N F C , in the day to day 
running of the c inema industry, including 
unilateral, arbitrary and unjustified direc­
t ives to continue to exhibit films for un­
economic periods. 

* T h e paucity of films with good mass 
appeal. 

* T h e imposition of 'ad hoc* levies on 
admissions by a State monopoly, ' the 
N F C , with the exhibitor being depr ived of 
their accepted share. 

* T h e failure of the N F C to offer incen­
tives to c inemas which incur extra ex­
penses in offering their patrons better 
amenities. 

* T h e heavy capital outlay and funding 
requirements for the replacement of plant, 
equipment and improvements to patron 
amenities. 

* T h e escalating operational costs that 
cannot be recovered due to the decline in 
income. 

* T h e serious encroachment in recent 
years by pirate v ideo film libraries and 
illegal v ideo film cinemas (not subject to 
any statutory controls) into the traditional, 
legal and long established c inema mar­
ket. 

* Competit ion for the leisure market 
from television. 

Another reason is the prevalent fiscal 
policies which subject the film industry to 
statutory levies such as entertainment 
tax, turnover tax, income tax etc. W h i l e 
compe t i t o r s s u c h a s v i d e o l ibrar ies 

and V ideo c i nemas , w i t h compara t i ve l y 
neg l ig ib le capi tal ou t lay , s u c c e s s f u l l y 
e v a d e the p a y m e n t of s u c h s ta tu to ry 
l ev ies , thereby enjoying a much higher 
return on investment than the film exhibi­
tion industry. A major portion of c inema 
admissions in the country is subject to 
entertainment tax at 25% of the admis­
sion rate. T h e revenues in respect of 
which turn over tax is payable by the 
var ious segments of the industry is com­
puted on the box office collection. T h e 
exhibitor pays turn ove r tax at the rate of 
6% on the entire box office revenue; the 
distributor and producer also pay 6% on 
their share of the box office takings. 

In 1986 the N F C introduced a new film 
levy on admissions; this additional in­
come w a s supposedly to help the N F C 
improve the supply of other language 
films for exhibition and also financially 
assist focal film producers. Despite this 
levy generating additional income of 
approximately Rs . 8.541 M in 1987 and 
R s . 7.918M in 1988, the N F C ' s supply of 
films had been woefully inadequate and 
has seriously affected box office admis­
sions. O n 22nd December 1989 the N F C 
introduced a further hire charge of Rs . 
2.00 term 'special levy' which is referred 
to in detail in Section 9 of this rev iew. 

* C inema admissions in 1979, accord­
ing to the N F C ' s o w n statistics, totalled 74 
Million, by 1988 admissions had dropped 
to less than 30 Million. 

* T h e number of c inemas operating in 
Sri Lanka in 1979 w a s 365, the number 
operating today is approximately 250. 

* T h e reveues from box office admission 
tickets in 1988 cover ing 250 c inemas 
Island-wide, and approximately 500 prints 
released that year , w a s only about Rs . 
150 M, or a monthly average of R s . 50,000 
per c inema, or R s . 300,000 per print; 
revenues from other activites related to 
c inema operations w a s around R s . 50M, 
making a total revenue of R s . 200M. 

* A conservat ive estimate of the total 
seating capacity of the 250 cinemas in 
the country (on the assumption that a 
c inema has 500 seats and operates two 
shows a day on weekdays and 3 shows 
on Saturdays and Sundays, and no shows 
on P o y a Days) is approximately 100 mil­

lion. T h e actual c inema admissions for 
the whole of 1988 was less than 30 mil­
lion, which is a capacity utilisation of less 
than 30%, or an average daily admission 
rate of 96,000 islandwide compared with 
Rupavahini 's prime time viewing publicof 
over 3 million. 

* T h e capital outlay in the industry at 
present market values is- estimated as 
being in excess of Rs . 1,000M including 
the investment in laboratories and work­
ing capital tied up in locally produced 
films. 

* T h e revenues w h e n related to the 
estimated capital outlay, reflect the pres­
ent state of the industry, a R s . 1,000 M 
outlay should generate a profit of at least 
Rs . 2000M and net revenues of R s . 200M. 

Despite repeated representations the 
N F C is as yet not alive to or concerned 
with the g rave predicament of the film 
industry particularly its exhibition segment. 
In stark contrast to the Government 's 
policy of privatisation and increasing pri­
vate sector participation, the legal ly and 
long es tab l i shed f i lm indus t ry in S r i 
L a n k a is p e r h a p s the o n l y pr ivate 
s e c t o r i ndus t r y that is sub jec t to c o n ­
t ro ls in e v e r y aspec t o f i ts act iv i t ies. 
But the newly arr ived, thriving but totally 
illegal pirate video film industry is left 
untouched, with the N F C making no ef­
fort whatsoever to exerc ise any control 
over it. 

T h e N F C ' s thoughtless insistence on 
sourcing bo th Engl ish Language and ori­
ental films mainly on a royalty basis with­
out considering the greater benefits of 
sourcing English language films on rental, 
g ives cause for much concern. T h e past 
performance of the N F C ' s English lan­
guage films sourced on royalty basis (as 
analysed in Appendix 1 of this rev iew) 
spotlights the losses incurred, and not 
profits made, as claimed by the N F C . T h e 
N F C ' s earnings on its films sourced on 
Royalty basis is now even more dismal 
than before because of the escalating 
exchange parity rates, costs incurred on 
attending film markets, enhanced public­
ity expenditure and poor box office re­
sults. 

5 
T h e advantages and benefits of dealing 

with M P E A A member companies and 
Contdonpage 14 
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—Contd. from page t l 
'others w h o supply on rental terms can be 
best seen f rom a comparison-of the two 
methods widely used ' by the exhibitors 

. wor ldwide to source films. 

R o y a l t y bas i s - Th i s has certainly 
p roved most advantageous in the case of 
oriental films, considering the much larger 
market for these films in Sri Lanka , wh ich 
permits the investment made as a Roy ­
alty payment to be more than amply re­
couped. 

< 

In the case of Engl ish language films, 
the supplier of the film charges a royalty 
which may va ry from U S $ 4,000 to as 
much as U S $ 15,000 depending on the 
a rea of distribution, the number of prints 
(of the s a m e film) to be re leased and, of 
course , a film's box office potential. Th i s 
s u m has to be paid in advance before the 
print is suppl ied. In addition, the local 
Importer has to meet print and publicity 
costs, wh ich would approximately be an 
additional U S $ 1,250. Having made all 
these payments in advance the Importer 
of Engl ish language films has to take a 
gamble on the limited earnings f rom this 
restricted market justifying the heavy fi­
nancial outlay already made. Further­
more , guaranteed Engl ish language box 
office w inners cannot be obtained on a 
royalty basis (for outright purchase) be- ' 
cause the cost of (or royalty on) such 
films wou ld invariably be beyond a Sri 
Lanka exhibitor's capacity to pay and 
recover . 

Ren ta l b a s i s • In this arrangement films 
are suppl ied with all requirements of 
publicity material, without the exhibitor 
having to make payment 'up front'. After 
the film has been exhibited, the supplier 
gets a share of the actual box office 
collection (but after deduction of all local, 
publicity costs, wh ich are borne by the 
supplier). 

A compar ison of these two alternatives, 
Royal ty v s Rental , spotlights the major 
advantages of Rental over Royal ty as a 
basis for obtaining Engl ish language films 
for the Sri Lankan market. 

* both the N F C and the local exhibitor 
are automatically protected against ser i­
ous financial loss should a film prove to 
.be a box office failure. 

* with royalty (or purchase price of a film) 
having no t daring on films supplied on 
Rental , e v e n the best (and otherwise 
prohibitively e. pensive) English language 
films become available t o t he film going 
public in Sri Lanka. 

* the funds that would be tied up as 
royalty on films could be utilised more 
profitably by the N F C , thus minimising 
the cost of capital. 

* the outflow of foreign exchange on 
Rental films is much less than that on 
Royal ty films because of market s ize . 

In evaluating the alternate options the 
following should also be considered:-

* T h e investment involved including 
foreign exchange component and other 
costs (also in foreign exchange) in at­
tending international markets. 

* T h e average earning potential of 
Engl ish films in Sri Lanka based on past 
performance. 

* Expendi ture such as turnover tax, cost 
of capital, publicity and other establish­
ment and administrative costs. 

* T h e extended credit facilities and inter­
es t f ree loans that are made available 
now by Engl ish language film suppliers 
actually supplement the working capital 
of the N F C . 

In Tab le 1 of this rev iew is a compu­
tation of the profitability based on the 
royalty cost of films being U S $ 4,000 
each and the box office takings being R s . 
400,000 a f igure that is higher than the 
industry norm. T h e revenues which should 
correctly be termed distribution commis­
sion and the income on film levy - items 
which the N F C would earn in any case 
e v e n w h e n distributing films on rental -
have therefore been excluded from this 
computation. T h e revenues on the spe­
cial levy have also not been taken into 
consideration in v iew of what is stated in 
Section 9 of this rev iew. T h e perform­
ance in 1989 at Colombo release cine-

. mas of Engl ish language films on Rental 
terms, the N F C achieved a positive con­
tribution unlike the negative contribution 
it now incurs on the films it sources and 
distributes. 

T h e information contained in this Sec ­
tion together with appendices I, II and III 
clearly establish that it is uneconomical to 
procure Engl ish language films on royalty 
terms. T h e N F C should also consider the 
fact that M P E A A products account for the 
most successful films; appendix IV of this 
rev iew sets out the box office hits, re­
leased in 1988 and 1989, indicating the 
distributors of each film. It is obvious that 
the N F C should reconsider its rev ised 
condition relating to the exhibition of N F C 
films (referred to in Section 8 of this 
rev iew) so that the movie going public will 
not be depr ived of the best entertainment 
fare that they have a right to expect , and 
which they will certainly have from M P E A A 
films. In the event the N F C persists in 
procuring films pn royalty basis from 
sources other than M P E A A , such films 
could be. released and exhibited in cine­
mas that do not deal with companies 
affiliated with M P E A A . 

6 
T h e N F C ' s present demand for a radical 

upward revision of the terms and condi­
tions applicable to c inemas exhibiting 
Engl ish language films is obviously the 
result of a misconception that c inemas 
releasing these films (and numbering just 
9 out of approximately 250) generate 
huge profits for their operators and that 
therefore the N F C is entitled to a larger 
share of this profit. In determining the 
income'earning potential of. these cine­
mas the following should be considered. 

* T h e average box office takings of an 
air conditioned c inema in Colombo ex­
hibiting Engl ish language films is higher 
than that from a c inema in the other 
category because of the enhanced ad­
mission rates applicable. T h e difference 
in the monthly boxoffice takings between 
an air conditioned c inema in Co lombo 
exhibiting Engl ish films and a non air 
conditioned c inema exhibiting oriental 
.films is approximately Rs. 70,000; but the 
exhibitor is no better off as more than half 
of this goes towards the film -hire and 
turnover tax payable, whi le the balance 
cannot fully meet the increased cost of 
electricity in providing air conditioning. 

* "Utility recovery charge" of an addi­
tional 50 cents is imposed at air condi­
t ioned cinemas on balcony and rear stall 
tickets, the electricity costs of an air 
conditioned c inema is about R s . 40,000 a 

14 Economic Review May/June 1991 



MEDIA 
month as against R s . 5000 a month for a 
non air conditioned c inema. E x p r e s s e d 
as a percentage, electricity for air condi­
tioning costs 70Q%more while the'utility 
recovery charge" is only 50% more - R s . 
1.00 f rom non air condit ioned c inema to 
R s . 1.50 f rom an air condit ioned c inema. 

* T h e share of film levy on e v e r y ticket 
accruing to an air conditioned c inema 
releasing Engl ish language films is 20 
cents - or in fact, 10 cents less than on 
each ticket sold in a non air condit ioned 
c inema exhibiting other films. 

* T h e capital outlay on an air condi­
tioned c inema in Colombo exhibiting 
Engl ish language films far exceeds that 
of a non air conditioned c inema in the city; 
the percentage difference in cost outlay 
between the aircondit ioned and non air 
condit ioned c inema is in the region of 
200%. 

* Maintenance costs for an air condi­
t ioned c inema are inevitably much higher 
than those for a non air conditioned cin­
ema . (For economic reasons one of the 

original airconditioned cinemas in Colombo 
out of the s e v e n air conditioned cinemas 
in t' >) country-all of which are located in 
Coiombo opted to change its status to 
non air conditioned and charge the lower 
rates of admission). 

* Because of location, local rates and 
taxes on air conditioned c inemas are 
considerably higher than those payable 
on other c inemas. 

* Higher insurance premia are also 
payable, as the cover required is on an 
enhanced figure to take account of higher 
building va lues and equipment. 

T o d a y instead of more air condit ioned 
c inemas to take account of increased 
population there are only six air condi­
tioned c inemas. If the c inema industry 
fails to attract n e w investment for much 
longer, there will soon be no air condi­
t ioned c inemas left; almost all c inemas 
airconditjoning equipment is at least 30 
years old today and most of them are well 
past their economic life span. T h e cost of 
replacing air conditioning equipment for 
each c inema is conservat ively estimated 
at R s . 3M. 

It is pertinent and relevant to take ac­
count of income lost due to under utilisa­
tion of capacity by c inemas being forced 

•to exhibit a stock of v intage, and badly 
scratched, films for the 9th time, including 
films with no box office potential, all be­
cause of the N F C ' s failure to ensure 
adequate supplies of films. At such t imes, 
cancellation of shows due to lack of pa­
trons Is not uncommon. Such losses in 
the c inema Industry, due to under utilisa­
tion of capacity, can never be recouped 
due to physical constraints, unlike losses 
in other businesses. T h i s predicament is 
unique to the film industry; In other busi­
nesses it is possible to recoup losses in 
income subsequently by working addi­
tional shifts, price hikes, promotions etc. 

A n examination of the income and ex­
penditure on operating c inemas releas­
ing Engl ish language films wou ld reveal 

. the level of returns on the investment at 
present market va lues, and the contribu­
tion made by these c inemas to the in­
come of the N F C without any serv ices 
being provided by it. T h e decline in 
addmissions has obviously affected not 
only box office revenues but also reve­
nues f rom other related sources such as 
refreshment bars and advertising which 
contribute to the overal l viability of cin­
e m a operation. 

In Tab le 4 of this rev iew is an esti­
mate for operating an air conditioned 
c inema in Co lombo, a n o n aircondit ioned 
c inema in Colombo and a non air condi­
t ioned c inema in one of the principal 
towns in the outstations. T h e s e estimates 
are based on c inemas being operated 
under normal conditions whe re admis­
sions are not affected by c i rcumstances 
beyond the control of the exhibitors, and 
with an uninterrupted supply of films from 
the N F C . T h e present return, f rom a 
business point of v iew, is meagre and 
positively inhibits further investment. 

A conservat ive estimate of the capital 
requirement for a new c inema requiring 
100 perches in Colombo would be in 
excess of Rs . 15M and a c inema in a 
principal town in Sri Lanka in excess of 
R s . 8M. In the event of c inema is to have 
air conditioned facilities and car parks, 
the incremental capital requirement would 
be approximately Rs . 3M. If the a rea 
occupied by c inema halls we re to be 

rented out for use as g o downs the return 
would definitely be much higher. T h e 
disparities in income earning potential is 
ev idence if a comparison is made be­
tween the gross revenue of a c inema and 
that of a grocery store operating in the 
same locality. 

In the light of what has been said, the 
reasons for the reluctance of these al­
ready in the exhibition segment, as well 
as entrepreneurs outside it, to invest in 
the industry become evident. It is a tel l­
ing c o m m e n t a r y o n the ex ten t t o w h i c h 
t he N F C h a s g o t its pr ior i t ies w r o n g 
that, 17 y e a a r s after the N F C A c t 
b r o u g h t it in to e x i s t e n c e , t he C o r p o r a ­
t ion h a s fa i led to l ive u p to o n e o f the 
A c t ' s G e n e r a l O b j e c t i v e s (Clause 4 (d), 
a n d h a s y e t t o es tab l i sh a s ing le c i n ­
e m a of i ts o w n i ns l andw ide . 

For new investment in the exhibition 
segment to be encouraged the following 
dese rve consideration. 

* T h e removal of the totally anamolous 
positon of having a State monopoly to 
cater to the needs of the movie going 
public as well as exhibitors. 

* T h e return on capital must be com­
mensurate with.the investment involved. 

* T h e income earning potential and 
capacity of a c inema should be fully 
exploited by the exhibition of films having 
box office potential for optimum occu­
pancy to be ach ieved. 

* Profits should be of a level to permit 
provision for replacement and upgrading 
equipment for improvement of amenities • 
of patrons, taking into consideration the 
unfavourable slide in purchasing of the 
Rupee . 

* T h e return on capital should be suffi­
ciently attractive for funds to be chan­
nelled for further lateral investment in the 
exhibition segment of the industry. 

* Restrictive trade practices, bureau-
craticcontrols and prohibitive tariffs should 
be eliminated. 

* Cogn izance should be g iven to alter­
nate opportunities available for untilising 
existing resources invested in the exhibi­
tion segment. 
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! In addition, and considering the peri lous 
.state of the Fi lm Industry the Government 
should provide relief in the form of changes 
in its present Fiscal Policies applicable to 
the C i n e m a industry. 

T h e N F C ' s trading activities can be 
broadly categor ised as fol lows: 

* import and distribution of films. 

* operat ion of a sound recording and 
film processing studio. 

* supply of materials and accessor ies 
for the film industry. 

T h e Import and distribution of films 
(descr ibed by the N F C as-its 'exposed 
film activity') can be classified as the: 

* distribution of nationally produced films 
on rental te rms. 

* Import and distribution of oriental films 
procured o n royalty basis. 

Import and distribution of western films 
procured on royalty' basis. 

* distribution of oriental films procured 
on rental terms. 

* distribution of western films procured 
on rental terms. 

' It needs to be st ressed that exposed film 
activity ach ieved: -

A . a p o s i t i v e contribution f rom the 
importation and distribution of Wes te rn 
films procured on renta l terms. 

B. a n e g a t i v e contribution f rom the 
importation of Wes te rn films procured on 
r o y a l t y basis as stated in section 4 of this 
rev iew. 

In respect of the other categories of its 
principal activities, the N F C has incurred 
huge and mounting losses. T h e opera­
tion of its sound recording and film proc­
essing studio incurred a loss of R s . 
6,027,367 in 1987 and a loss of Rs . 
7,078,588 in 1988. T h e fact that the 
majority of local producers still choose to 
have their films processed abroad is, 
perhaps comment enough on the quality 
of the serv ice offered by the N F C . Losses 
of R s . 849,630 in 1987 and R s . 1,787,098 
in 1988 w e r e also incurred by the N F C in 
supplying materials and accessor ies for 
the film industry. 

T h e expenditure levels of the N E C for 
the servicing of 250 c inemas, local film 
producers, local and foreign film suppli­
ers, the operation of sound recording and 
film processing laboratory and the movie 
going public, also deserve scrutiny. T h e r e 
are many areas in which wasteful and 

unproductive expenditure is incurred. In 
the year 1988 the overheads amounted 
to R s . 30,886,273 as against' R s . 
23,436,262 in 1987, an increase of R s . 
7,450,011. A n organisation recording a 
decline in income should endeavour to 
contain expenditure levels proportion­
ately. 

T h e N F C bel ieves that the easy w a y to. 
set off its annually increasing losses in 
the other areas of its activities lies in 
demanding more and more f rom selected 
exhibitors, regardless of whether such 
demands can be met instead of: 

A . identifying without delay those areas 
responsible for its losses. • 

B. exploiting commercial opportunities 
and other obvious avenues available for 
increasing revenue , including a regula­
tory control over the video market. 

T h e N F C fails to realise that, consider­
ing the nature and magnitude of its losses, 
it would be impossible to recoup such 
losses f rom a s u b ac t i v i t y such as the 
distribution of W e s t e r m films procured on 
rental terms, which only- accounts for 
approximately 20%. of the box office tak- , 
ings in the country and, in terms of num­
ber of prints re leased, for approximately 
25%. - . 

T h e objectives of the National Film 
Corporation should therefore be:-

* increase box office takings to a level 

In 1987 and 1988 the "exposed film 
activity" of the N F C generated a profit of 
R s . 8,055,593 and R s . 1,133,930 respec­
tively. T h e decline in profits in 1988 could 
be attributed to increased expenditure 
(referred to later in this section) and to the 
drastic drop in income of R s . 2,145,080 
.(1987 - R s . 6,494,120 and 1988 R s . 
4,349,040) f rom the importation and dis­
tribution of oriental films procured on 
royalty basis (procuring oriental films on 
royalty te rms is more advantageous as 
the market is ve r y much larger, enabling 
recovery of the investment involved). T h i s 
opportunity loss w a s primarily due to the 
N F C ' s inability to f inance the import of an 
adequate number of oriental films and 
also because of its refusal in 1988 to 
permit the private sector to supply films 
on rental terms. Consequent ly , neither-
the industry nor the N F C could maximise 
;the opportunities available. 

T a b l e 1 
Estimated Profitability on Importation A n d Exhibition of English Language Royalty 

• Films 

- -
P a r t t e u t t t s 

B o r O K U * t a k i n g s 

O s U W b n C o m r h l s s t o n ' ' l < B i " * " ' 
T u m o w T o * - S t e i n s I S O 0 0 3 

' 400,000 

warn rn- ., 
. I- (4.».0Q0) , , 

<9.000> 
t n c o r n e ~ ' - 150,400 

W r i t C o s t U S $ 4 0 0 0 9 P S 42 
S tamp D u t y - 3 % of R s 17XO00 
L C C o m m i s s t o n 
L C Advis ing C h a r g e s , 
Bin Cf taraes anc tCamm&« '&n 
Duty © O S O c t s pur Metro (3500MI 
T u r n o v e r 7m ~ " 
C t M r J r t j C r W r g e j „ " 
Publicity 
C o s o f t i e p l a r 
E x p e n d i t u r e 
l o f t ' , * • ; ' • • ; - > ~~ " • y -

172,000 
-' B . J 6 0 ' " 

T ' .•• 6 W 
1,000 ' ?soo ; -« 

• rt 1.750 , , 
' » * » ,' 

- ; - 3 * 0 0 „ ; , 
M f l O O • , . 
» , 4 0 8 

" i 265,468 
" n s , 0 B 9 

1. T h e Distribution Commiss ion , H i m L e v y and Special L e v y are exc luded in determining profits for reasons stated in Section 
4 o l this rev iew. 

2. T u r n o v e r T a x Is computed at the rate of 6% o n the R i m Hire Receivable excluding Distribution Commiss ion . 
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that would, ensure that an average of R s . 
10,000 per year is earned from each 
theatre by w a y of distribution commis­
sion, film levy and the N F C ' s share of the 
special l evy : ( income R s . 30M) 

* Maximum opportunities in the importa­
tion and distribution of films to achieve a 
contribution of Rs . 6M a year in exploiting 
its oriental film obtained on Royalty. (Th is 
contribution, excludes distribution com­
mission, film levy and the share of the 
special levy the N F C gets in its capacity 
as "distributor" but includes the supplier's 
share of the special levy on these Royal ty 
films). 

* Engage in other trading activities in 
competition with the private sector such 
as the import and distribution of raw films, 
c inema arc carbons, projection and sound 
equipment, spares, stationery etc to 
achieve a profitability of R s . 1M a year . 

* Explore possibilities of a joint venture 
for the operation of the sound recording 
and film processing laboratory to ensure 
a positive rather than a negative contribu­
tion. 

• * Contain overhead expenditure to a 
level not exceeding Rs . 24M per annum 
(excluding expenditure incurred on the 
studio). 

* Minimise losses on Bad Debts and 
Stock Write Offs by introducing effective 
and wide ranging internal controls and by 
giving cash management priority atten­
tion. 

* Ach ieve a profitability of Rs . 10M per 
annum after providing assistance of R s . 
3M per annum to the national film indus­
try. 

A s stated above the N F C ' s largest po­
tential source of income (Rs . 30M) is f rom 

its distribution activity and this can be 
achieved provided the N F C . 

* distributes films having box office po­
tential. 

* establishes realistic "holdovers" to 
ensure that capacity of cinemas are 
maximised. 

* desists from issuing unilateral, arbi­
trary and unjustified directives to con­
tinue exhibition of films for uneconomic 
periods. 

* rev ises annually its distribution flow 
down so that c inemas having earning 
potential (based on population, location 
and merits of c inema) are g iven priority in 
the exhibition of films. 

* liaises closely with exhibitors exercis­
ing greater supervis ion and providing the 
best mix of films for exhibition. 

* standards of admission rates depend­
ing on type of c inema and location so that 
realistic 'ticket prices' are effective. 

* eliminates competition from illegal and 
unlicensed v ideo c inemas and video li­
braries. 

* considers also distributing films on 
f ixed rental (to be decided on the box 
office potential of each film) which will 
help recover overheads on the N F C ' s 
Operat ions, investigations and Financial 
Divisions. 

In Tab le 5 are the grossing of all 
c inemas for the year 1988. It is evident 
that the N F C is not even recouping the 
cost of the serv ices it provides the major­
ity of c inemas; the objective should be to 
ensure a contribution in the form of 'distri­
bution income' (excluding exploitation 
income) of an average of R s . 10,000 from 
each of the c inemas the N F C serv ices. 
T h e present contribution to the N F C by 
each of the few cinemas releasing and 
exhibiting Engl ish language films is in 
excess of R s . 25,000 per annum. 

It is imperative that a commission be 
appointed early to study the working of 
the N F C at all levels and make rpno;,i-
mendations on how the N F C could be 
operated profitably, w i t hou t b u r d e n i n g 
———————— Contd on page 20 

T a b l e 2 
N F C Engl ish Language Film Gross ings At Colombo Release Cinemas 

R e l e a s e N a m e o f T h e a t r e P e r i o d G r o s s N F C S h a r e 
Da te F i l m S c r e e n e d C o l l e c t i o n 50% 

R s - C t s R s . C t s . 

2010.89 Whist le Blower Empire 2 w e e k s 41.143.25 20.571.62 
06.10.89 M o n a U s a R u b y 2 w e e k s 45.450.00 22.725.00 
13.10.89 Frenchmans F a r m Rio 2 w e e k s 44,967.05 22.483.52 
27.10.89 G o o d b y e Pork Pie Rio 1 w e e k 19.257.20 9.628.60 
15.09.89 Bruce L e e the L e g e n d Rio 4 w e e k s 143,682.55 71,841.27 
03.11.89 R o b o Vampi re C r o w n 5 w e e k s 104,206.60 52.103.30 
19.11.89 Man nt Fire S a v o y 3 w e e k s 118.511.10 59,255.55 
17.11.89 Gwendol ine Rio 2 w e e k s 31.835.20 •15.917.60 
22.12.89 A u t u m n Bells S a v o y 5 d a y s 16.793.55 8.306.77 
29.12.89 Y o u t h of a Gen ius S a v o y 17 d a y s 98.156.05 49.078.02 
19.01.90 Doctor & T h e Devi l Empire 2 w e e k s 45,911.30 23.455.65 
16.02.90 Creator Centra l 1 w e e k 18,082.15 9,041.07 
16.02.90 Shanghai Surpr ise Rio 1 w e e k 27.781.60 13.890.80 
02.03.90 Hal l M o o n Street Liberty 3 w e e k s 106.623.60 53.461.80 
02.03.90 A W o m a n (or Al l M e n Rio 6 w e e k s 271,885.05 135.942.52 
23.C3.90 Last outpost C r o w n 5 d a y s 4,802.35 2.401.17 
23.03.90 W h e e l s of T e r r o r S a v o y 3 w e e k s 102,075.00 51.037.50 
30.03.90 Frankenstein's G e n e r a l Liberty 2 w e e k s 75,019.30 37,509.65 

Hospital 
30.03.90 E a s y W h e e l s Centra l 3 w e e k s 94.848.00 47,424.00 
30.03.90 Willie Nelson's 4th R u b y 2 c a y s 3,202.35 1,601.17 

J u l y Picnic 
R u b y 2 c a y s 

05.04.90 A Cho ice Una Majestic 3 w e e k s 146.897.85 73,448.67 

N o t e s 

1. T h e following films obtained by the N F C o n Royalty terms have been banned by the Public Performance Board (it is unclear 
as to whether the costs incurred Including duty, landing a n d clearing charges . T u r n o v e r T a x etc are recoverable f rom the 
suppliers) 

Cr ime W a v e C a r Trouble 
• e v i l s Paradise Mixed Blood 
Executioner 's Song ' S h o w g u n A s s a s l n 

2. A n Engl ish language film that d o e s not perform satisfactorily In Co lombo (4 to 6 w e e k s ) will not prove attractive to outstatlon 
exhibitors, and its out of C o l o m b o earning potential is consequently v e r y limited. 

3. It is a 'rule of thumb' that total earnings o n outstation screenings of films with g o o d box office appeal are approximately 
equivalent to the earnings o n these films in Co lombo. 

4. T h e N F C ' s earnings o n film levy a n d special levy h a v e not been taken into consideration in v iew of what is stated in Section 
4 o l this review. T h e N F C ' s share of the gross takings, Include its distribution commission wh ich , in fact, should be discounted. 

5. It is clear that the N F C will incur huge losses o n their films released in 1989 as not e v e n royalty costs would have been 
recouped from their share o l the Co lombo box office takings, as each film would have cost at least R s . 125,000 ( U S $ 2,500 
a print). 
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T a b l e 3 
Box Office Hits 1988 -1989 

T o p T e n F i lms-1988 

Un i ted K i n g d o m Un i t ed S ta tes O l A m e r i c a 

R a n k F i l m D is t r ibu to r O r i g i n F i l m D is t r i bu to r O r i g i n 

1. Fatal Attraction ( U I P ) U S Ra in Main ( M G M / U A ) U S 
2. Crocodi le Dundee ( U I P ) A u s W h o F r a m e d (Buena Vista) U S 

3. T h r e e M e n and a Baby 
R o g e r Rabbit 

(Buena Vista) 

3. T h r e e M e n and a Baby (Touchs tone / 
R o g e r Rabbit 

4; A F ish Cal led W a n d a * 
W a r n e r ) U S Coming to Amer ica (Paramount ) U S 

4; A F ish Cal led W a n d a * (U l ) U K Big (20th F o x ) U S 
S. Coming to A m e r i c a ' • (U l ) U S • T w i n s (Universal ) U S 
6. G o o d Morning V ie tnam (Touchs tone / Crocodi le 

(Universal ) U S 

W a r n e r ) U S ' Dundee (Paramount ) A u s 
7. T h e Last Empero r • (Co l /Tr i Star) U K Die Hard (20th F o x ) U S 
8. T h e Jung le Book (D isney /Warner ) U S Cocktai l (Buena V is ta U S 
9. Buster • (Ves t ron) U K T h e Naked G u n (Paramount ) U S 
10. Beetlejulce (Warne r ) U S Beatlejuice ( W a m e r ) . U S 

<§> 1989 Entertainment Data, Inc - - " •-

T o p T e n F i lms-1989 
1. Batman (Warner ) U S Indiana J o n e s ( U I P ) U S 

' A n d the Last 
( U I P ) 

C rusade 
2. Indiana J o n e s A n d 

Last C r u s a d e (Paramount) U S W h o F ramed Roger ( T o u c h s t o n / W a m e r ) U S 
3. Lethal W e a p o n II (Warner ) U S Batman W a r n e r ) U S 
4. H o n e y I Shrunk T h e Kids Buena Vis ta U S Rain Man U I P U S 
5. Ghostbus ters II (Columbia) U S T h e Naked G u n U I P U S 
6. Look W h o s e Talk ing (T r i Star) U S Licence to Kill ( U I P ) U S / U K 
7. Paren thood Universa l U S Lethal W e a p o n II W a r n e r U S 
8. D e a d Poets Society (Buena Vista) U S T w i n s U I P U S 
9. W h e n Har ry Met Sal ly (Columbia) U S Dead Poets (Touchs tone / 

Society W a r n e r ) U S 
10. T u r n e r and Hoocj (Buena Vista) U S Cocktai l Touchs tone / 

W a r n e r • U S 

N o t e B o x to da te u p to D e c 3,1989 

N o t e s 

1. 'Deno tes independent distributors w h o are not members of the M P E A A 

2. T h e above information has been extracted from Sc reen Intrnational Magazine Issue ol J a n u a r y 6th 1990 

'3 

Ccntd. from page 17 
jthe e x h i b i t o r s a n d the m o v i e g o i n g 
pub l i c m o r e a n d m o r e . T h e N F C after 
all, is one of the severa l state owned 
undertakings known :to be running at a 
loss and cannot be unaware of His E x c e l ­
lency President P remadasa 's ultimatum 
iearly last yea r to all Gove rnmen t Corpo­
rations that they make themse lves finan­

cially v iable. It- is unimaginable that the 
Presidential directive calling for financial 
viability v ia efficient management could, 
jin fact, be used by the N F C as the osten­
s ib le imprimatur for its blatant attempt at 
extort ion, to cove r up plain bad manage­
ment of its o w n affairs. 

8 

! T h e N F C ' s stated reason for changing 
its terms and conditions is because of 
"changing c i rcumstances and the f inan­
cial plight of the Corporat ion" Al though 
exhibitors have sought for long to focus 
on the financial plight of the Corporat ion, 
the N F C has used this point ostensibly to 
justify demands that are clearly unjustifi­
able while at the same time dismissing 
references to its bad financial manage­
ment as "hair splitting arguments". T h e 
rev ised terms demanded by the N F C for 
g' int ing approval to exhibitors for sour­
cing their requirements of Engl ish lan­
guage films are ; 

1. A minimum commission of .16% from 
the opening day of each'f i lm, 

2. No payment of commission by N F C to 
the Agents in respect of outstation screen­
ings of Agen t s 'F i lms . -

3. T h e Main. Re lease Stations should 
sc reen .alternately K R S films and N F C 
films. ! 

i . •• • • . , . . 

; 4. Duty su rcharges , clearing charges on 
each of the films, and accessor ies sup­
plied under these contracts to be borne 
entirely by the Exhibitor: , 

5. T h e respect ive.c lauses in the A g r e e ­
ment with regard to the cus tody f and dis­
tribution of films to be amended by substi­
tuting " N F C ' J o r f E x h i b i t o r " . . 

...... . ; • > " . ' ' V. T - ' . ' • • ' • ' V 

T h e observat ions on the NFG's^rev ised 
terms and cohditons are:-

•• . ' r: -
•:< V. T h e over-r iding commission accruing 
to the N F C . ( f r b m 5% now w h e n the film 

28 

hire payable to the supplier is 40% to 10% 
from the opening day) on the Co lombo 
release screenings will, in absolute terms, 
be approximately 200% more (not 100%) 
than what accrues to it under the present 
ar rangements. 

2. In their capacity as local agents, 
exhibitors are entitled to a commiss ion, 
the quantum having been agreed on after 
a three w a y discussion involving the 
exhibitor, supplier and the N F C . In the 
event the N F C is unwilling to collect and 
pay the commission due to the agents, it 
could consider':-

A . paying the principals w h o in turn will 
' settle with the agents, or 

B. stop distributing such films to the 
outstation c inemas. 

T h e combined agency commission that 
accrues to the local agents of M P E A A i.e. 
Cey lon Thea t res and Liberty C inemas. 
Limited on the exhibition of M P E A A flims 

in c inemas other than from Colombo re­
lease c inemas is only in the region of R s . 
600,000 annually. Payment of agency 
commission is ah accepted business 
practice and is also declared for tax pur­
poses. 

3. T h e discretion to exhibit films should 
lie with the exhibitors w h o from exper i ­
ence are the best judges of the product 
they can market. T h e comments made in 
the last paragraph of Section 4 of this 
review should also be considered. 

4. Having originally got Exhibitors to 
agree to a 5% commission to cover its 
expenses on Customs Duty and clear­
ance charges on Engl ish language films, 
the' N F C now demands an increased 
commission of 10% while at the. same 
time refusing to handle the very tasks for 
wh ich . the commission w a s agreed, on 
initially T h e overall commission of 5% the 
N F C rece ives . at- present on films re­

l e a s e d is in excess of the overall customs 
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duty.and clearing charges thatjthe N F C 
incurs on these f i l m s . - " Tab le 7 of this 
rev iew lists.tbe M P E A A films released in 
1988 indicating (against.each film the over­
riding commission of 5% received by the 
N F C . A scrutiny of customs duty and 
clearing charges incurred by the N F C .will 
reveal the unnecessary costs incurred by 
way of demurrage and transport. 

. 5 . T h e existing contracts ciearly stipu­
late-that any amendment must be by 
mutual agreement , .hence the N F C ' s at­
tempts to arbitrarily and unilaterally vary 
the terms and conditions is a clear viola­
tion. T h e M P E A A have indicated that 
such variation would be unacceptable to 
;them. 

It is unfortunate that the N F C only 
stresses on its income on overriding 
commission while choosing not to men­
tion ,its substantial income (for no serv­
ices) from the other/components of the 
'ticket price'. ' ' . 

Under the present arrangements the N F C 
gets:- .. _ 

A . 53% of the film levy from the ve ry first 
day of exhibition with the exhibitor receiv­
ing 27% and the supplier of the film 20%. 

B. 5% over-riding commission on the 
box office'takings dependant on whether 
a film is classified as a 'special ' or a "non-
special" with .80% of the films falling into 
the "non-special" category. 

( T h e N F C receives the 5% overr id­
ing commission on non specials from the 
2nd week onwards. O n , specials the 
exhibitor pays film hire to the supplier for 
the first two or three weeks .a t p e r c e n t 
ages vary ing from 70% to 50%, based on 
a film's cost of production and box office 
potential, thereafter the share payable is 
40% with the N F C receiving an over­
riding commission of 5% for the rest of the 
film's run). 

C . Of , the special levy.of Rs . 2.00 the 
N F C gets R s . 1.55 with the-exhibi tor 
receiving 45 cents. T h e comments made 
in Section 9 of this rev iew elaborate fur­
ther." ; ,.. ' ' 

Comparat ive charts in appendices VI I 
a n d V I I I ( b a s e d ; o n the capacity of the 

Regal C inema Colombo) illustrate the 
division of box office takings including the 
Utility Recove ry Charge , Film L e v y ' a n d 
Special L e v y w h e n the film hire payable 
to the supplier is 60%, 50% and 40% in 
the following scenarios. 

A . Present terms (but before Special 
L e v y imposed) 

B. Following the introduction of the 
Special L e v y ; 

(I) under the present te rms; 

(II) increasing the over-riding commis­
sion to 10% from the opening day : 

(III) with the N F C appropriating the 
suppliers' share of the special levy. 

It must be emphasised that as film hire 
payable to the supplier on "specials" is at 
times also 70% and 65% on the first one, 
two or three weeks , and T u r n o v e r T a x at 

6% is on the gross receipts, the share 
accruing to the exhibitor wi l l be v e r y 
m u c h l e s s t han t he p e r c e n t a g e s 
ind icated in these charts. It is clear that 
the share already accruing to the N F C 
with minimal investment and serv ices on 
its part, is more than adequate and the 
N F C has no .grounds to make further 
demands. 

T h e revenue from a film ("ticket price") is 
shared among the exhibitor, distributor 
and supplier/producer on a predetermined 
percentage basis (excluding entertain­
ment tax) . Th i s is the most equitable 
basis and is accepted international prac­
tice in Sri Lanka, however , the " t icket 
p r i c e " c o n s i s t s o f fou r c o m p o n e n t s -
A d m i s s i o n Ra te , Ut i l i ty R e c o v e r y 
C h a r g e , F i lm L e v y and Spec ia l L e v y -
where the percentage share accruing to 
the three segments vary depending on 
each component of the overall ticket price. 
Th i s deviation from the usual practice 
makes the sharing inequitable. T h e two 

Estimated Annual Income & Expenditure By Type Of Cinema 

Par t i cu la rs A l r c o n d i t i o n N o n A i r C o n - N o n A i r C o n d i t i o n e d 
C o l o m b o t i oned C o l o m b o Ou ts ta t i on 

R s . R s . R s . 

Box Office Receipts 2,400,000 1.800,000 1.200.000 
Utility C h a r g e s 420,000 • 340,000 260.000 
Fi lm L e v y 300,000 260.000 240,000 
I n c o m e 3,120,000 2,400,000 1,700,000 

Film Hire 1,200,000 990,000 624,000 
FHm L e v y 210,000 143.000 132,000 
O v e r h e a d s 240,000 240,000 120,000 
Salar ies and W a g e s 450,000 300,000 200,000 
Bonus 37,000 25,000 17,000 
Over t ime 60,000 40.000 30,000 
E P F 54.000 36.000 24,000 
Trus t F u n d 13,500 9,000 6,000 
Gratuity 18,750 12.500 8.500 
Electricity 480,000 75,000 55.000 
Repairs and Maintenance . 150,000 100.000 60,000 
Repairs and Maintenance Air C o n 60,000 0 0 
Printing and Stationery 24,000 18.000 12,000 
Operat ing R o o m E x p e n s e s 60.000 50.000 40,000 
Postage and T e l e g r a m 2,400 2.400 2,400 
Travel l ing and Transpor t 12.000 12,000 18,000 
Te lephone 18,000 12,000 12.000 
T u r n o v e r T a x 187,200 144,000 102,000 
Rates and T a x e s 125,000 55,000 15,000 
'Depreciat ion 200.000 150,000 100.000 
Insurance 24,000 16,000 14,000 
U c e n c e 2,500 2.500 1.000 
Genera l E x p e n s e s 12,000 12,000 . 1.000 
Securi ty F e e s 60,000 30,000' 20,000 
E x p e n d i t u r e 3,736,350 2,492,400 1,625,900 

Contribution of Fi lm Exhibit ion 616,350 • 92,400 74,100 
Refreshment and Bar Profits 350.000 250.000 120.000 
Slide and Filmlets Income 50,000 50.000 24,000 
Other Income 20.000 15.000 15,000 
P r o f i t / ( L o s s ) . (196,350) 222,600 233,100 

N o t e s . . 

' 1. T h e annual depreciation charge would be much higher for new c inemas 

2. T h e special levy has not been taken into consideration in v iew o l the dispute with suppliers. 

Economic Review May/June 1991 29 



MEDIA 

T a b l e 5 
Rank Theatre t T o w n 

61 J a y a n m i . 
Rex 

Panadura 747.889 62 
$3 

J a y a n m i . 
Rex BaduRa i , 715,840 64 

' 6 5 ' Regal Ambalangoda 709.509 66 
67 NewTrivoB. WEI i ya . . 

Matara 
702.909 6B 

69 New Cinema 
WEI i ya . . 
Matara 688.308 70 

71 Tarzan Kegalle . 675.328 72 
73 Quintan ' Niigegoda 658.198 74 
75 Chandra ' A'saweDa 630.157 76 
77 S . K . Matara 629,374 78 
79 Skjiry . B'arawela 617,214 80 
81 Jezima ' Colombo 803,586 82 
S3 Samudra Wattala 584,316 84 
85 Seedevi Piliyandala 580,757 88 
87 Ashok Beruwela 556,817 88 
89 Windsor Jaffna 540,482 90 
91 Ahura 'A tangoda -. 537548- 92 
93 Wi)eya Badalkumbufa 513.631 94 
95 Raja 

Kaduweta** 
508.607 96 

97 Wijaynthi' Kaduweta** 500,247 98 
.99 Apsara Homagama 682.992 too 
101 Pearl Chllaw . • 472.738 102 
103 Sri Lanka W p u w a ' 455540 104 
105 Wi|eva Ampara ' '457.394 106 
107 Modem . ICnegala.. 445.840 108 
109 Dharchana Koswadfya • 436.462 110 
111 • Regal •• Dlyatalawa 422.569 112 
113 Gaminl . Mlrfgama' 405,616 , 114 
115 " Samodaya Mawalagama 396.640 116 

. 117 EfhwU B*we!a 383,060 119 
119 Manohaia Ja f fna ' ' 379.301 129 
121. Neeta Oankotuwa . 371.300 122 
123' New T o w n - EmblfipWya . 368,748 124 
125 Sandya Gampota 368.081 126 
127 Genkanda Pelmadulla 359,950 128 

.129 Ubetly Hatton .. 351.173 130 
131 .Midland ' Wpittya-. 347541 132 
133 • Jeewanl Atawwa ' 344562 134 

'135 Chaya "Nawanella 336.359 136 
137 Mlnnerl Hingurrakgoda 326.970 138 
139 Sarasavi Alawwa 325552 140 
141 Samupakara Hlnguiankgoda 311,694 142 

. 143 Nlmall ' ,' HanweHa - 308.012 144 
145 M l n t e " Passara • 303,163 146 
147 Manel'f Moratuwa . '302.098 148 
149 Eight Kochchikade 289,596 150 

•151 . vllasinl . Wetlampltjya 283,140 , 152 
. 153 L S . Uragasmanhandrya281,574 • 154 

155 NewRohana Tissamaharamaya 272,903 156. 
157 N. 1. T . ^Yatfyantota . 270,116 156 
159 Samga Dumnialasuitya 257587 160 
161 Hasalaka Hasalaka . 253.651 162 

• 163 Gamfnl' Malugama 238.05S ' 164 
165 Veenus . Mawanelta 237,984 166 
167 H. R. Cinema 'Dickwala 233530 168 
169 Sriya ' Wartyapota 231.745 170 

. 171 Liberty .Atuthgama 229,189 , • 172 
: 173 1 Pathma- Ratmalana' 215.045 ' '• 174 
•175 Reafto • Kahjtara' 205.723 178 

177 New Indranl WeHmada 203.780 178 
179 Ruwan Matnthumagala 199.138 180 
181 Wins Wadduwa 192.895 182 

- 183 Indranl -Narammafa 190.822 .184 
185 Hartschandra Krinolwela 183.255 166 

. 187 Befco BeDatta 176,139 188 
189 Gemunu Nfltambuwa 183585 " " '90 
191 Samanala Maisfpura 188,532 . 192 
193' Mahaweft Bibila 159,693 194 ' 
195 Samanala K'jruwlta 158,399 . 198 

. 197 Sujatha Mate 151,772 199 
• 199 Ruhunu TangaRa • 136,679 200 

291 Nawajolhy '. 'Galgarnuwa 134,540 202 
203 Diamond , Gatadedexa 130590 204 

" 205 Qamlnl . Ehalyagda 128547. 208 
207 .Pamkrama Kegafle 124537 208 
209 Saratha Galgamuwa 121,614 . 210 
211 Sjjranganie Kochchlkade 116.129 212 

' 213 vlsaka Dambutla 109.611 214 
215 Hsathl AgunukolapeDassa 103,927. 216 
217 " SriMunjgan vavuntya 102.459 216 

• 219 Ranjanl ;Kadana 101,806 220 
221 Dhaisnana Akuressa 93567 222 

za Nanda NBcewamUya 87586 ' 224 
225 . Jayamtni NoohcHyagama 83598 226 
227 India - Pundatyoya 79,754 228 

, 229 Anura Madrtgltfya 77,484 • 230 
' 231 Anoma • Kantate 75.698 •'• 232 

233 N e w Q e m 7 Ragama 73.794 234 
235 Eastern SammantftuiBl 69596 238 
237 Laksliml ' Nemady 68587 238 
239 Leo - Agiapathana 68.842 ' 240 
241 tndianl .' Nlkawaratfya 64,144" 242 
243 Wellington ' -Kantatal 60,546 244 

. , 245 Cnandrlka' Bandaragama 57522 248 
1 247 Western UdupusseDawa' 56,039 248 

249 Kalyanl ' • Athuiugifya ' 65,451 .'. 250 
251 Shanthl ' *- ; Jaffna 46.778 - 252 
253 Andrew. '.Trincomalee 

Matiabege 
- 45569 '. '254 

255 Rldgeway -
'.Trincomalee 

Matiabege 37553 256 
257 E a s w a r a n ' Klllnoehchl 39.405 . . 258 

.' 259 " Pauline . Pesalal 34.410- 260 
261 Nilantha Kahatagasgjilya 30,404 . 262 
263 Creasem Putruuam 26,627 264 
265 Parashakthl ' " KUnochcH 20500 , 266 

• 267 vl|aya Batllcaloa 19.437 • 268 
. 269 Regent Rambukkana 17.988 270 

271 Shanthl . 'chenkalady 16.634 272 
, 273 Aynn Mannar 12505 274 

275 Rajanayaki ' t K. K. S. _>12,167. 
9509 

~" 276 
'277 SeM Pandltftlilppu 

_>12,167. 
9509 ' 278 

. . 279 Yoganayakl V . V . T h u t a l 8565 280 
281 P. T . S. Katutara 8,400 282 
283 . LakmM Warakagoda 3.405 284 
285 Orchid HlripSlya 1595 2B6 
287 Slvajothy MullaiUvu 745 

Rank Theatre 

NewMInerwa 
Gemunu 
Central 

Vijandra 
N. I .T . 
Broadway 
Zafnstan 
Jupiter 
New Cinema. 
Eros 
Shamrock. 
N e w R e k a 
Don Plaza 

Jayanthl 
A . S . G . 
Stoiry 
Rani 
Regal ' 

' Malekam 
Prisa 
Asoka 

Nanda 
W p h a 
Levlnla 
Swamamakje 
China 
Chandanl 
Dinusha'. . 
Anada 
Lekha ' 
Asoka 
Wellington 
Sri Mahal 
Swama 
Piyakanj 
Mihlia , 

Wiftha • 
Princess ' 
CeyMovieton 
NewJanaM 
Sandalanka 
Samanala 
Ranfam 
Dhanasiri 
Soortya' 
Karan 
Kameedfya 
Tharanga 
N IMn l ' 
Cen t ra l . ' 
Shanthl 
Etphtnstone 
Thusilha 
Rani 
RupTka -
Royal 
Jfthy 
Wasan 
Sallya 
Sudharch! 
Champika 
Regfria 
Everest 
TNsara 
Vasanthl 
Samara 

. Crtsantha 
VasamN 

Kamal 
Astra 
Wasana 
Kumaran 
Lakshmi 
Wesley 

• Nahame. 
Yarl 
Ubeity 
Saradha' 

Kalutara • 
Wattala. 
Matale 
Galls 
A'pura 
Avfssawella 
Matara 
Cotombo 
ICnegala 
tCnegala 

. Colombo 
W p u w a 
Kaduwela 
Katutara 
Negombo 

i Ingirtya 
Koswatte 
Pnanjwa 
Elpitiya 
Veyangoda 
Jaffna 
Ampara ... 
KuGyapHfya 
Kalutara 
Horana 
ChUaw 
Jaela 

Nugegoda 
Mahawewa 
Katutara 
WeDgama -
FTpWya 
Gampola 
Homagama 
Puttalam 
Jaffna 
ICpluya 
Gatowela 
Warakapola' 
Mtrigama 
Embtlplt lya. 
Maskeliya 
Hatton -
Darugama 
Matugama 
Sandalankawa 

.'Padukka 
Warakapola 
Weimada 

.MadurankuO 
M'wangoda 
EhaByagoda 

.Kpt t i ya 
MedawachcN. 
Colombo 
Denlyaya 
KeWrawa 
DtvuBpltlya 
Kahawatta 
Gataha 
Beltapane 
Ainbalangoda 
Anamaduwa . 

WalsmuDa 
Ruwanwella 
Madampe 
Pussellawa 
Naththandiya 
Blngirtya 
Vfvunlya 

Royal 
Kafyani 
Wallatine 
Ranjanl 
Daepa 
Weelngton 
Lakahmi 
Gamtni 

'Sooriyamahal 
. Ganga 

New Rex 
' Saraswathl 
Uchchavi 
LakmaO 
Rani 

. Rajeswari 
Devendra 
Subharajee 
SripaO 

. Abtiaya 
Pragash 
Nahams 
Udo 

; Lanka 
Astra 
JantH 

. 'Shlhara 

Vavuntya 
Rambukkana 
Wethara 
Hettlpota 
Nhtligala 
Valchcharia) 
Trincomalee 
Ragala 
Hembantota 
Yakkalamulla 
Alawathugoda' 
Trinco • 
Afuthagama -

-Ragala 
Kotmale 

Chavakachcheri 
Batllcaloa 
Warakaopta 
Hukjganga 
Pundatuoya 
Chunnakam 
Jaftna 
Wadduwa 
Katunayake. 

Trinco 
Katawanchikudi 
Deranfyaoala,. 
Katunayake 
Hirtpitfya 
Mannar 
Nel&ady 
Manfpay 
Mannar 
K. K. S. 
Alchuvely 
Chenkalady 

Re. 

741,778 
714,168 
703,292 
700.027 
681,165 
666,932 
657.795 
630,019 
627.720 

,606.664 
592,904 
580,901 
563,140 
542559 
537,529 

• 531,720 
509.420 
503,750 
487543 
477,726 
471,378 
455,035 
477595 
438.497 
433583 
417.434 
399.688 
383.852 
381,691 
378.530 
370.790 
368542 
365.046 
351,960 
346588' 
346588 
342,542 
332,300 
326,047 
315,047 
311.405 
307.992 
302,984 
297.792 
283,007 
283.040 
280,775 
271,110 
265,324 
257.289 
253551 
237.995 
235,403 
232.989 
231588 
224,874 
210.967 
205.759 
200.759 
193,079 
191.950 
156553 
181.616 
173,732 
168.888 
159,908 
158.801 
157,829 
140,749 
135.540 
131,192 
129573 
127,329 
124565 
118,008 
115.913 
104.129 
103.500 
102.176 
96.640 
88.048 

' 85,146 
'79.771 
77.696 

. 76,611 
75.615 
.71.311 

- 68.761 
' 67.634 

65.748 
63.590 
59.468 
56.468 
55575 
54562 
46.080 
44,134 
39,430 ' 
35.604 
34500 
28.758 
21.132 
19.740 
18520 
17.000 

'16:477 
12,679 
10,760 
7565 
5599 
4.422 
3545 
1565' 

' T o w Grossfntjs R s . 133509542 

components of the 'ticket price' which 
have been introduced ad hoc by the N F C , 
and which are also shared contrary to 
accepted international practice, are the 
Film levy and the Special levy. 

T h e utility recovery charge of Rs . 1.50 
on admissions' to air conditioned cinemas 
and R s . 1.00 on admissions to non air 
conditioned c inemas was imposed in mid 
1982 and early 1983 with the benefit 
accruing to the exhibitor to offset escalat­
ing utility costs, particularly the increased 
cost of electricity. T h e local authorities, 
recognising the predicament of the ex­
hibitor, exempted this charge from the 
payment of entertainment tax (interna­
tional practice accepts that, by mutual 
agreement , the entirety of a particular 
charge of component of the ticket price 
may accrue to only one segment to meet 
a specific cost borne additionally by that 
segment alone). T h e equitability of this 
arrangement (in respect of the Uti l i ty ' 
Charge to meet the exhibitors' increased 
cost of electricity) has now been nullified 
by the introduction of the Speical L e v y , as 
will be evident from the following:-

9 
T h e film levy of Rs . 1.00 imposed on all 

admissions with effect from October 1986 
does not attract entertainment tax on 
admissions to nationally produced films, 
whilst on admissions to imported films 
25% entertainment tax is payable, thus 
reducing the film levy on this category of 
films to 75 cents. T h e film levy is shared 
as follows :-(See Tab le 6) 

T h e Special L e v y of Rs . 2.00 introduced 
in December 1989 by the N F C gave the 
exhibitor 45 cents, the balance Rs . 1.55 
being payable to the N F C , Rs . 1.15 of this 
Rs . i .55 is passed on to the local pro­
ducer, and 40 cents is retained by the 
N F C . T h e N F C have advised exhibitors 
that this levy does not attract entertain­
ment tax, but exhibitors have yet to re­
ceive confirmation from the'-respective 
local authorities. 

Th is hire charge of_Rs;2.00 is applied to 
all-admissions irrespective of the existing 
"ticket price" to the var ious classes or half 
rate and service tickets. T h e c inema-
goer therefore is, in fact making an addi­
tional contribution to the N F C ' s coffers 
without?eceiving any additional benefits. 
Had - t he normal admission' rate been. 
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MEDIA 

T a b l e 6 

Exhibitor Distributor Supplier Entertain 
ment 

Producer T a x 
* . • ; Cts p t s Cts Cts 

Nationally Produced Films 30 10 60 nil 
Imported English Language Rental, Films 

- Release Cinemas 20 40 15 25 
- Other Cinemas 30 45 # » 25 

Imported Oriental Films 30 45 *# 25 

•** Although this levy was introduced in October 1986, the basis of sharing has yet to be agreed 
upon, the NFC has offered only 10 cents of the levy whereas the supplier has insisted on 15 
cents in terms of their discussions with the NFC. 

* The NFC being the sole Importer of Tamil language films purchased on royalty basis, the 
suppliers' share also accrues to the NFC. 

T a b l e 7 
Overr iding Commiss ion T o NFC O n Engl ish Language Fi lms-1988 & 1989 

T i t l e C i n e m a ' Supp l i e r R e l e a s o B o x O f f i ce N F C 
Date G r o s s C o m m l s s o n 

5% 

Staying Al ive Liberty P A R • 01.01.88 172.162 3.579 
W o m a n In R e d R e g a l F O X 01.01.88 126,479 • 3.984 
Butterfly Revolut ion Centra l C P L 01.13.89 90,715 , 2,439 
R a w Deal Liberty . C P L 01.13.89 332,741 8,995 
Y o u n g L a d y Chatter ly II Cent ra l C P L 01.15.88 659,022 \ 28.152 
Fire Wa lke r Majestic C P L 01.15.88 281.828 6,287 
Hercu les Emp i re C P L 01.15.88 102.565 1,241 
R e m o R e g a l ' F O X 01.22.88 78,927 1.716 
F x Murder By Elution Majestic F O X 01.27.89 177.692 • '3,321 
Club Paradise Liberty W B 01.29.88 13,007 6,501 
T w o of A K ind R e g a l F O X 02.05.88 37,300 ' 1.865 
Viiolent Street Emp i re U A 02.05.88 9.804 0 
Hard Knocks Empi re S T R 02.10.89 48,824 964 
Murphy 's R o m a n c e Empi re C O L 02.12.68 17,517 0 
Whi te R o s e s F o r M y 
Coloured Sister ' Rega l S T R 02.12.88 20,658 0 
Gir ls Fo r Ren tq ' Cent ra l S J 02.17.89 236,086 8,913 
Out of Afr ica Liberty U N I V E R S A L 02.19.88 114.508 2.127 
T h e Ice Pirates Emp i re M G M 02.19.88 16,656 0 
Moving Violat ions R e g a l F O X 02.19.88 47,736 1,254 
G i v e My Rega rds T o 
Broad Street Majestic F O X 2 
J a g g e d E d g e Rega l C O L 02.24.89 63,619 1.605 
Burglar Liberty W B 02.24.69 33,874 0 
Platoon Majestic F O X 02.24.89 849.879 3,1009 
Stuck on Y o u Empi re D G T 02.24.89 112.526 3,181 
Black Cauldran Empi re W B 02.26.88 30..091 631 
Bols ter Millions Liberty U N I V E R S A L 03.03.89 67,772 1.352 
L ive A n d Die In L a Majestic U A 03.04.88 323.384 11.846 
Living Dayl ights Rega l U A 03.04.88 527,266 10.303 
Pickup Artist • R e g a l F O X 03.10.89 28..413 0 
Pol ice A c a d e m y Liberty . W B . 03.11.88 141709 1,885 
J i m Kata Empi re ' M G M 03.11.88 83..199 2423 
Bever ly Hills C o p II Liberty P A R 03.17.89 209.663 5...126 
Raising A r i zona Empi re F O X 03.17.89 14363 0 
Gir l F r o m India Empi re D G T 03.24.89 51611 1,227 
Heartbreak Ridge Cent ra l W J O 03.31.89 87.834 2.436 
Exorcist Cent ra l W B 04.01.88 134,787 6,739 
Wi tness Liberty P A R 04.02.88 676.571 2.074 
Quick Silver Empi re C O L 04.02.88 20,570 0 
T h e C r a z y Jung le 
Adven tu re Emp i re C L P 04.07.89 53.436 1,074 
Ex t reme C lose U p Emp i re S T A 04.08.88 139,408 4,506 
Fantasia Majestic W B ' 04.15.88 41.935 0 
Delta Fo rce Liberty • C P L 04.15.88 894,100 38,340 • 
Fr iday T h e 13th Part II Cent ra l P A R 04.21.89 23,257 0 
Karate Kid T w o Majestic C O L 04.22.88 177,051 3.728 
Bad Medicine Emp i re F O X ' 04.28.89 34,344 483 
Best Defence Cent ra l P A R 04.29.88 15,617 0 

increased by R s ^ 2.00 on which Enter­
tainment T a x of 25% (or 50 cents) would 
have been payable the exhibitor's share 
would have been 75 cents, the balance 
75 cents being shared by the supplier and 
t h e - N F C . T h e basis of sharing the R s . 
1.55 payable to the N F C by exhibitors on 
admissions to other language films pro­
cured by the N F C on rental terms w a s 
not a g r e e d u p o n at the time fo the impo­
sition of this new hire charge. Agents 
representing suppliers of films on rental 
terms and suppliers have protested and 
made submissions' with regard to the 
apportionment of this special levy. 

T h e overal l basis of dividing the various 
components of the "ticket price" w h e n 
film hire to the supplier is 60%, 50% and 
40% of the admission rate is illustrated in 
Tab le 8 and Tab le 9the basis of sharing 
the Utility R e c o v e r y ' c h a r g e , Film L e v y 
and. Special L e v y is as stated earlier in 
this section. T h e observat ions on these 
appendices are as follows:-

1. F'ribr to the imposition of the special 
levy the exhibitors' share of the "ticket 
price" w h e n the film hire payable to sup­
plier was 60%, 50% and 40% was 47.10%, 
54.98%. and 58.94% respectively. 

2. T h e N F C ' s share of the "ticket price" 
prior to the impositon of the special levy 
w a s 4.04% w h e n the film hire t o ' t he 
supplier was 60% and 50% and 7.98% 
w h e n the film hire payable to the supplier 
was 40%. 

3. Consequent to the introduction of the 
special levy the share accruing to the 
exhibitor w h e n the film hire payable to the 
supplier is 60%, 50%, and 40% declined 
to 42.96%, 49.53% and 52.82% respec­
tively. 

4. T r ie share accruing to. the N F C 
following . the introduction of the 
special levy increased from, 4.04% w h e n 
the film hire payable to the suppliers is 
60% and 50% to 6.71% (over 66.09%) 
and w h e n the film hire payable to the 
supplier is 40% it increased from 7.98% 
to 10.00% (over 25.31%) 

5. In terms of the proposed increase in 
the over-riding commission the exhib­
itors' share of the"ticket price" w h e n the 
film hire payable to supplier is 60%, 50%. 
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and 40%' drops drastically to 36.40%, 
42.97% and 49.54%; when turnover tax 
is also taken into consideration theshare 
accruing to the exhibitor is only 30.40%, 
36.87% and 43.54%. T h e N F C ' s share 
under the proposed arrangements, fur­
ther increases to a constant 13.28%.. 

6. T h e N F C ' s attempts to increase its 
share from,'4.04% and 7.98% to a con­
stant 1.3.28% an increase of approxi­
mately 228% and 66% without any input 
on its part (the exhibitor now being called 
upon to bear customs duty and c learance 
charges) will be a crippling blow to exhib­
itors and will prove counter - productive, 
in that the c inemas which have been the 
N F C ' s major sources of revenue will opt 
out of the industry in favour of o ther : 
business avenues offering a more realis­
tic return on capital investment. 

.7. T h e inequitability and unfairness of 
the N F C ' s attemptto appropriate for iteself;. 
the percentage of the "special levy".which 
is rightfully due to the suppliers is evident 
from the fact that 22.94% of the "ticket 
price" accrues to the N F C (without any 
investment on its part) leaving, only 
40.66%, 34.09% and 27.52% for the 
supplier of the film w h e n film hire payable 
is 60%, 50% and 40% respectively. 

8. T h e disparity of the division is further 
amplified if half rate and serv ice tickets 
are taken into consideration. In Tab le 9 . 
where , for purposes of illustration of 
this disparity, the capacity is computed 
at half rates and the division applied, the 
unfairness is crystal clear. A norm can be 
struck by considering 10% of the admis­
sions at "half rate" ticket prices and the 
balance at "full rate". .-. 

At the risk of being repetitive it must be 
reiterated that the contribution (in excess 
of Rs . 25,000 per month) to the N F C by 
cinemas releasing Engl ish language films 
in Colombo is ; in, relative terms, much 
higher than the contribution of any other 
individual c inema in the rest of the coun­
try. Th i s contribution is without the provi-' 
sion of any serv ice by the N F C unlike in 
the case of other c inemas. T h e N F C ' s 
own statistics on its income from Distribu­
tion, Commiss ion , Film L e v y and Special 
Levy will establish the veraci ty of this 

.assertion. . 

T a b l e 8 

36.58% 

50% - 6.00% 

57.42% 

41.41% ' 
[ 

IB -41.41% 

9.23% 14.51% 

40%' 

60.85% 

27.78% 

49.36% 

I 1 
Supplier 

T a b l e 9 -
Suppliers 

Share 
Prior to 

Special Levy 
Rs. 1.15 ofSpedal Levy to 

Supplier..-. 
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T h e N F C ' s allusion to "the plight of the 
Corporat ion" is admission enough that 
the N F C is a continuing and annually 
increasing burden on the public purse. 
Whi le c inema exhibitors and the N F C are 
agreed on that, whe re they clearly differ is 
on how to resolve the problem of the 
N F C ' s rising and recurring losses. 

It is the exhibitor's considered v iew that 
no useful purpose will be se r ved , e v e n in 
the short te rm, by the N F C attempting, as 
it we re , to s w e e p its losses under the 
carpet and maintain a facade of e x e m ­
plary management simply by tightening 
its stranglehold on a c inema industry that 
is already financially battered. 

T h e N F C must examine critically and 
anew those of its operational areas caus­
ing its mass ive annual losses and en ­
deavour to put its house in order without 
delay. T h e r e can be no substitute for 
prudent financial management in all 
spheres of human activity, even organ­
ised charities, w h e n run properly and 
wel l , are invariably managed like a busi­
ness venture. 

T h e N F C ' s decision to va ry terms and 
conditions only for 9 of the approximately 
250 c inemas in the Island, with all other 
c inemas continuing with unaltered terms 
other than of course the film levy and the 
special levy (both of which we re appli­
cable to all c inemas) , confirms that they 
are under a mistaken impression. Had 
the N F C responded to the exhibitors' 
offers to provide it with complete details 
on the operation of c inemas, the N F C 
would not have sought any variation in 
the existing arrangements. 

T h e principal causes of the present 
shortage of films which has depr ived the 
movie going public of the entertainment it 
has a right to expect are:-

A . T h e N F C ' s non payment of long out­
standing dues to the M P E A A member 
companies, resulting understandably in 
the M P E A A stopping further shipment of 
films on contracts already approved by 
the N F C . 

B. T h e arbitrary introduction of the spe­
cial levy by the N F C and its unilateral 
variation of terms and conditions, wh ich 

.prompted M P E A A member Compan ies 

to direct that their films not be re leased for 
screening. 

C . T h e N F C ' s failure to approve four 
contracts for 1989 covering 33 films 
concluded with Columbia Pictures Indus­
tries Incorporated, M G M / U A Commun i ­
cations Company , Universal International 
R i m s Incorporated and Paramount Pic­
tures Corporat ion although contracts 
cover ing 42 films from 20th Century F o x 
International Corporat ion, Buena Vis ta 
International, Or ion Pictures Corporat ion 
and Warne r Brothers International for the 
same period were earlier approved by 
the N F C . 

Al though the N F C has announced that 
the import of Engl ish language films has 
been liberalised no private sector exhib­
itor has yet imported any films on the 
N V C ' s revised terms and conditions; put 
simply, the importation of films on the 
new terms is no longer a business propo­
sition. W h e n other state sector monopo­
lies we re liberalised the private sector 
w a s quick to move in and se ize all avail­
able opportunities because the liberali­
sation w a s not accompanied by restric­
tive and/or prohibitive terms and condi­
tions, as the c inema Industry is faced with 
today. 

T h e N F C ' s proposal to revise terms and 
conditions for 9 Colombo c inemas, com­
ing on top of the Special L e v y of R s . 2.00 
imposed by the N F C as recently as 
December 1989, which adversely affected 
the exhibitors' share of income, will make 
operation of these cinemas unviable. 
Equally important is the exhibitors' v iew 
that the proposed revisions cannot prove 
to be a permanent panacea for the N F C ' s 
numerous shortcomings, and is nothing 
more than another example of ad hoc 
policy changes which can only result in a 
deepening of the crisis that the N F C and 
the c inema industry both find themselves 
in today. 

10 

Th is review reiterates that the continued 
monopoly by the N F C on the import and 
distribution of films runs counter to the 
Government ' s accepted and oft-reiter­
ated principle of not having the State 
sector encroaching on what is essentially 
and exclusively the preserve of the pri­
vate sector. 
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