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Showdown of
the festivals:
clashing
entrepreneurships

and post- i postcommanist management of e wher e

withdrawal of a centralized approach to culture and

C O mmu n]_ S t its replacement with ‘hands-off’- and ‘laissez-faire’-

type attitudes led to seedy clashes between budding

m anage me nt cultural entrepreneurs. It builds on a case study of the

confrontation between two rival international film
Of Culture festivals that struggled for survival in the Czech Re-
public over a short period of time in the mid 19gos.*

By Dina Iordanova The Karlovy Vary International Film Festival, located
in a provincial Bohemian spa town, had been in exis-
tence for nearly 50 years and had functioned as the main
festival of the Soviet bloc throughout the Cold War period.
In 1995 it suddenly and secretively lost its prestigious A-
category status to a newborn festival that was established
in Prague and that, according to its supporters, was sup-
posed to have a better economic and cultural viability.

For two summers — in 1995 and 1996 — the festivals
ran side by side; the tensions of their contemporaneous
existence were accompanied by a highly publicized bitter
confrontation taking place within a flagrant regulatory
vacuum. Most people involved with the Czech film indus-
try had to take sides, and so did many members of the
international film community. Ultimately, by learning how
to operate in a business-like manner in the new environ-
ment, Karlovy Vary emerged as the winner. The organizers »
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of the rival Prague fest were left with the tarnished reputa-
tion of ruthless commercial undertakers and gave up.
When I and my colleague Andrew J. Horton started
looking into the history of the mid-199os showdown be-
tween the two festivals we were warned that we would nev-
er be able to disentangle what actually happened and that
the story we would hear from the parties involved might
differ to the point of incompatibility. It was apparently a
‘huge ugly spat that everybody concerned just wanted to
forget’.> And indeed, people were reluctant to recall the
festival showdown and those who agreed to talk did not
want to go on record. Nonetheless, we thought that revisit-
ing this nearly forgotten story would allow us to highlight
some important issues of the bumpy post-communist
transformation in managing the processes of cultural pro-
duction and distribution, a process that has not yet ended.

The goals of this study are:

To investigate an exemplary situation

where the laissez-faire type of regula-

tory vacuity of post-communism gave rise

to unsavoury entrepreneurial clashes.

To see what lessons might have been learned
when the abrupt post-communist regulatory
vacuity stumbled upon the oddly contrasting
overregulated universe of supranational accredi-
tation for large international cultural events.

To explore how left-wing nostalgia

gave rise to a unique corporate iden-

tity for the Karlovy Vary film festival.

To outline some of the inherent contradictions
of the current understanding of film festi-

vals (artistic showcase, alternative distribu-
tion network, industry marketplace or magnet
for tourism) and to raise questions related to
(over)regulation, economics and commer-

cial exploitation of international cinema.

The discussion of clashing festival entrepreneurships in
a context of an uncertain cultural climate and inadequate
regulation will allow us to consider issues that go beyond
the pure economic factors and reach to the intersection
of art and commerce. Investigating the showdown of the
two festivals will reveal why, even if advantageous from
the point of view of cost-effectiveness and feasibility, the
clear-cut commercial logic of the new festival lost out.

»h»
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Karlovy Vary vs.
Golden Golem: clashing
entrepreneurships?

1. Decline of Karlovy Vary

The film festival at Karlovy Vary (aka Karlsbad), about 70
miles west of Prague, had been in existence since 1946 and
is thus one of the oldest film festivals. Ever since its incep-
tion, it was the main film festival for the East Central Euro-
pean region; it held A-category status since 1956. Over the
Cold War period Karlovy Vary was one of the key cultural
events in the Soviet sphere, distributing a number of polit-
ically correct awards and attracting a host of ‘progressive’
international film-makers. After 1968 — a volatile period
marked by the attempted liberalization of the Prague
Spring, the ensuing Warsaw Pact military invasion and the
subsequent launch of a ‘normalization’ process of repres-
sive controls — the festival gradually lost its liberal appeal.

"The film festival at
Karlovy Vary (aka
Karlsbad), about 70
miles west of Prague,
had been in existence
since 1946 and is thus
one of the oldest fllm
festivals. Ever since
its inception, it was
the main film festival
for the East Central
European region...’

Above Opening Ceremony at the Granhotel Pupp (2006)
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Around 1978, calls were made to transfer the festi-
val to Prague, as the Czech capital would offer a big-
ger audience. However, as profitability was not the key
concern of the state socialist management of culture,
it was acknowledged that Prague had already a myriad
of cultural events; the festival stayed in Karlovy Vary.

The early 19gos were difficult. In the years of com-
munism, the festival had functioned as a biennial
event, alternating with the festival in Moscow. In the
aftermath of state socialism, however, these two cit-
ies were rapidly becoming centres of distinct cultural
spheres: newly emancipated Czechoslovakia aspired
to rejoin Europe while a more Russia-centred cul-
tural constellation was being formed around Mos-
cow. No longer linked to its twin, in 1994 Karlovy
Vary switched from a biennial to a yearly schedule.3

The Moscow—Karlovy Vary fall-out roughly coincided
with another, more important split: at the end of 1993
former Czechoslovakia split into two countries (the
Czech and Slovak Republics). In a generally uncertain
context Karlovy Vary’s high profile was endangered.

It was around that time when, haunted by a past repu-
tation of excessive ideological control over culture, the
Czech government undertook it to stop ‘interfering’.
The new radical ‘hands-off” approach to culture went
fairly deep and took the shape of funding withdrawal;
if cultural events were to carry on, they had to promptly
reinvent themselves as self-financing enterprises.

In this new regulatory climate, Karlovy Vary had to
act promptly and transform itself into a privately run
venture. The festival was soon registered as an indepen-
dent foundation headed by charismatic actor Jii Bartoka.
Eva Zaoralovd, former editor of the leading magazine
Film a doba, came on board in 1994 as festival program-
mer. Slovak-born producer Rudolf Biermann joined in
1995 as a third key member of the executive. The team’s
priority was to attract sponsors and make sure that
funds were in place to allow the festival to survive.

The self-financing era of the mid-1ggos was plagued
by financial duress and low attendance figures. During
that period the festival’s budget was about $1.4-$1.5 mil-
lion (circa 40—43 million Czech crowns (CZK)). Some
sponsors, however, failed to fulfil their pledges; the
organizing foundation regularly ran 15%—20% budget
shortfalls, yet support requests made to the govern-
ment remained without response. One of the main
festival sponsors, the koda auto works, withdrew.

The troubles climaxed in early 1995 when it was made
known that, after nearly 40 years, Karlovy Vary’s A-cat-
egory rating had been taken away and transferred to a new
international festival that was being launched in Prague.
The announcement triggered shock waves among the film
community both within and outside the Czech Republic.

2. Prague Golem rising

Why a new festival? Why Prague? Many plausible reasons
were quoted, all referencing the uplifting spirit of the
Velvet Revolution and the city’s booming status as a
favoured destination with a sizeable and vibrant commu-
nity of nearly 50,000 American ex-pats. Locating a film
festival in Prague could be particularly significant from
this point of view.

One of the active figures of the Prague festival project,
LA-based producer Evzen Kolar, declared that the new fest
intended to function as a ‘bridge between independent
filmmaking [sic] in both America and Europe’.* Locally,
the festival was perceived to be of importance for Czech
entrepreneurs who wanted to strengthen their
international contacts.

The new festival was called Golden Golem, after the
mythical creature of the sixteenth-century Prague ghetto;
itwas to award a ‘Golem’ statuette. A foundation, Golden
Golem, was promptly registered and an administrative
council appointed. The new festival’s general sponsor was
to be car manufacturer koda (who, until then, had been
the main financial pillar for Karlovy Vary), as well as eskd
spoitelna bank and insurer eskd pojiovna. Publicity for
the Prague fest created the impression that Karlovy Vary
would be wrapping up soon anyhow and its next step was
a transitional move to Prague. Prague supporters even
claimed that, as Karlovy Vary had only existed as a bien-
nial festival, Golden Golem was entering a ‘clean field’.

The situation was aggravated by the ‘defection’ of
veteran film director Antonin Moskalyk, who had acted
as Karlovy Vary president up until 1994 and who, in a
context of overall uncertainty and financial trouble,
resurfaced at the centre of efforts to start the Prague
festival. Moskalyk’s leverage helped to convert spon-
sors who had up to then funded Karlovy Vary (Holloway
1995). Besides Moskalyk, key figures of the Golden Golem
foundation were Karlovy Vary’s former manager Stan-
islav aft, and eventually Jan Knofliek, a chief executive
officer of Krdtky Film and head of the Union of Czech
Film Producers. Michael Kocdb, a popular rock star and
Velvet Revolution hero, became an honorary president.

Golden Golem’s projected budget was never revealed,
yet it was believed to be bigger than the $1.2 million bud-
get of Karlovy Vary. The festival was to be headquartered
at Prague’s Culture Palace; screenings were to be held at
five other cinemas around town from g to 17 June, closing
about two weeks before Karlovy Vary (which was to run
from 30 June to 8 July), an orchestrated timing that clearly
aimed to put the veteran festival out of business. Yet,
‘spokespeople then and now denied that the festivals were
ever really pitted against one another, and that the only
competition was for local financial sponsors’ (Gray 1997).

Long before the Prague opening, networking with »
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American reporters was plugged in to ensure that the
festival was hyped up in the international trade press.
Hollywood Reporter proclaimed it an immediate success,
defining it as an event where the ‘real focus is networking’
(Ulmer 1995).

Everything seemed promising for Prague. That is,
until the furore and the showdown over the A-category
status came about. No one could have possibly pre-
dicted that a much-lauded launch of a new film fes-
tival could trigger fierce resistance from a seasoned
yet compromised cultural event like Karlovy Vary.

3. A-category showdown

The coveted A-category for film festivals is deter-

mined by the Paris-based International Federation

of Film Producers’ Associations, FIAPF, which, in

the words of their chief executive, acts ‘as the qual-

ity control organization for the fast growing num-

ber of international film festivals’ (Moullier 2003).
FIAPF operates a film-festival franchise of sorts: it al-

locates territories to film festivals around the world (no

more than one festival per country and no more than

two A-festivals per region). It also makes sure there is

no overlap in the dates of A-festivals. Today, FIAPF ac-

creditation is given to about 50 international festivals, of
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‘An A-festival must run
for at least nine days;

it should not specialize
but cover all aspects of
film-making; a feature
competition with at least
fourteen films without

genre limitations is a
requirement. Only films
that have not played
at another festival

can compete at an A-
category festival...’

KVIFF Opening Ceremony 2006

which 12 are in the A-category.> An A-festival must run
for at least nine days; it should not specialize but should
cover all aspects of film-making; a feature competi-
tion with at least fourteen films without genre limita-
tions is a requirement. Only films that have not played
atanother festival can compete at an A-category festival,
arequirement that results in fierce rivalry between the
A-category festivals for attracting good-quality films.
FIAPF executives were alarmed to learn that the
Czech government was withdrawing funding and put-
ting Karlovy Vary’s very existence in immediate danger.
‘FIAPF’s policy in such cases is to ask local producers
which event they prefer and which should be Category
A, a FIAPF representative said (Gaydos 1994). They
turned to the Czech association that had acted proac-
tively, the Union of Czech Film Producers (UCP), headed
by Jan Knofliek, an economist and film bureaucrat from
Krdtky Film, whose advice to FIAPF was to select the
Golden Golem. Soon thereafter Knofliek became chair-
man of the Golden Golem Foundation (Kellner 1995).
Golden Golem had asked for the A-category status as
early as October 1994, two months before the UCP had
actually joined FIAPF (‘Zlaty Golem’ 1995).% The end of
state control over culture in the post-communist Czech
republic meant that the government no longer produced or
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distributed films, nor did it participate in the organization
and financing of film festivals. Therefore, UCP insisted,

it was entirely up to the Union to choose the location

for the festival. On 8 December, UCP’s board recom-
mended that the A-category status be given to Golden
Golem, a decision subsequently confirmed by FIAPF.

So on 22 December 1994, FIAPF awarded the A-category
to the new festival in Prague. The news caused a furore
among the Czech film community. Karlovy Vary execu-
tives described the circumstances under which FIAPF’s
decision was made as ‘mysterious’ (Priollet 1995).

Nobody had tried to ‘snatch’ the A-category sta-
tus from Karlovy Vary, Prague supporters claimed;
their A-category status was likely to be lost anyhow
(“Zlaty Golem’ 1995). In a way, Golden Golem was
simply on standby to step in and save the day.

Today, people involved in the festival showdown are
reluctant to revisit this controversial period; it is no
longer possible to reconstruct a fully accurate picture
of events. Even back then the Czech media had likened
the case to a detective story. Why was the A-category
standing so important to the Prague supporters? Ap-
parently, Prague felt it needed the A-category accredi-
tation in order to secure sponsorships: sponsors only
want to back high-profile festivals, so the A-stand-
ing was perceived as a key financial prerequisite.

Two areas remain particularly vague. The first one
concerns a mysterious document. After receiving two
applications for A-category festivals from the Czechs in
the autumn of 1994, FIAPF had sought the opinion of the
Czech Ministry of Culture. In response, they claimed that
a letter dated 8 November 1994 informed them that ‘the
Czech government does not organize, does not finance
and does not participate in film production and distri-
bution and also does not participate in organizing film
festivals held in the Czech Republic,” and that festivals
‘continue to be the affair of private organizations’. Hav-
ing been given this clear indication of the government’s
new ‘hands-off” approach, FIAPF sought the opinion of
the Union of Producers, who recommended the Prague
fest. Later, however, Deputy Culture Minister Michal
Procop claimed no explicit FIAPF query on the festival
issue had ever been received by his office. He insisted
that the quote was taken from an unrelated letter that
had nothing to do with festivals but concerned solely
UCP’s membership application to FIAPF (Kellner 1995).
According to the Czech Telegraph Agency, the widely
quoted excerpts had come from a leaked draft docu-
ment that had never been approved or officially sent but
remained on file at the Ministry (‘FIAPF led astray’ 1995).

The second shady area relates to the extraordinary
decision of FIAPF to grant the prestigious A-catego-
ry to a brand-new festival without any probationary

period. According to FIAPF’s chief executive:

To receive a FIAPF accreditation, a new festival must first
show evidence of compliance with the standards laid out
in the FIAPF regulations for international film festivals.
[...] New applicants first receive affiliate status for an
initial period of two years, during which their commit-
ment to the regulation is assessed. (Moullier 2003)

One is left wondering what could have triggered such
an unprecedented move. A plausible explanation could
be that FIAPF was led to believe that it was not about
choosing between a reputable festival institution and a
new enterprise (which effectively meant shutting down
the recognized one) but about transferring the exist-
ing festival from a provincial to a more central location.
I'would even speculate that there may have been some
considerations about Karlovy Vary’s communist pedigree,
a flawed image that could easily be shed oft if swapped for
the untarnished and emancipated standing of Prague.

By January 1995 it was clear that both festivals would run
side by side in the summer. Such close calendar proxim-
ity would inevitably make the two festivals play off against
each other with possible disastrous consequences and
financial disadvantages. Culture Minister Pavel Tigrid, a
veteran dissident intellectual who had returned from exile,
tried mediating and called on representatives of the rival
festivals to try reaching an agreement. A series of meetings
between groups (led by Jii Bartoka for the Karlovy Vary
festival and Jan Knofliek for Golden Golem) seeking a
mutually acceptable solution took place throughout Janu-
ary. The proposed compromise (which was rejected soon
thereafter) was that Karlovy Vary would be held for one last
time in 1995 and then, in 1996, it would relay to Prague.
Such an arrangement, however, would imply a temporary
restoration of A-category status to Karlovy Vary, something
that FIAPF would not consider. Another proposal (also
deemed unacceptable) counted on amalgamating the two
foundations’ funds to create a peripatetic festival based
in Karlovy Vary for five days and in Prague for another
five. A third possible scenario envisaged that Karlovy
Vary became a specialist event, drop the competition and
pursue a dedicated theme, thus yielding the lead to Prague
as a generalist A-category festival. ‘We’re trying to help
Karlovy Vary find an identity as a festival for more special-
ized films,’ Prague fest’s Knofliek said (Ulmer 1995).

Tensions continued well into 1995. FIAPF kept sending
letters asking the foundations to settle; at one point they
even threatened that the A-category may go to another
East European country altogether. Nonetheless both
festivals continued feverish preparations and worked
hard on arranging high-profile publicity deals involv-
ing the presence of American stars and industry repre- »
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sentatives (often declining to name who precisely had

agreed to attend in order to keep the rivals in the dark).
The A-category status given to Prague was for-

mally confirmed on 3 May 1995, about a month

before the festival’s official opening date.

4., Prague: a short-lived victory

It did not take long for the Prague backers to realize that
the festival’s A-category status was in fact a disadvantage.
It meant compliance with overregulation from FIAPF,
effectively restricting what the festival was allowed to
programme. The organizers experienced real difficul-
ties to bring in good films for the competition, provided
they were to compete for not yet screened titles against
far more established international festivals (where the
better films would normally be submitted). After only
two editions it became apparent that, facing a range

of difficulties in programming, organization, public-

ity and finance, the Prague venture would not survive.

The bickering around the A-category had resulted
in a wave of negative feeling: already by the festival’s
first edition in 1995, it was coming across as a hard-
nosed venture that had set out to destroy the vener-
able Karlovy Vary for the sake of a momentous hype.

The media coverage was unfriendly; some of the
journalists present at press conferences were openly
confrontational. The festival cinemas were scattered all
over the city thus resulting in location problems; the
monumental Culture Palace was an uninviting headquar-
ters; the festival had no focal point, no adequate social-
izing opportunities and no character of its own. Further
complications were linked to venues and last-minute
participant withdrawals, as well as to mysterious incidents
that could even be interpreted as sabotage (in one in-
stance, for example, all chairs disappeared from the site
of a press conference). To top it all, in breach of A-cat-
egory rules, the jury could not agree and did not award a
prize. A number of the sponsors did not honour com-
mitments, leading to problems with insurance and to the
collapse of the Golden Golem foundation later in 1995.

Prague organizers suspected that each and every gaffe
was a result of a conspiracy; this resulted in declining fi-
nancial support, as ‘with the public opinion of the Prague
festival at such a low level, corporations were not exactly
lining up to sponsor this social pariah’ (Gray 1997).

In view of the dismal performance of the first event in
1995 it was surprising that a second one materialized at
all. As soon as it became clear that Golden Golem had
failed, several Prague backers registered a new enterprise,
Bohemia Promotions, a private stockholding company
whose partners included Plsen Credit Bank, car manu-
facturer koda, and travel agency edok, later joined by
new shareholders and strong sponsors (such as United
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"The real battle was not
one between art and
commerce, nor between
refined tradition and dis-
respectful free enterprise.
The atmospheric and
nostalgic character of
Karlovy Vary also became
its consciously cultivat-
ed corporate identity.’

Distillers and Unilever). This time the funds for the $2.2
million (6o million CZK) budget were secured up front.

Jury president for the 1996 edition was actor Max
von Sydow, and guests included Polish directors Wajda
and Zanussi as well as British director Peter Green-
away; there was a production opportunities market
and a variety of concurrent panels. Yet, the press re-
mained antagonistic and public opinion unsympa-
thetic. Even then some of the core personnel at the
Prague film festival tried planning a third event, but
it soon transpired that it was not going to happen.

Late in 1996 the producers’ organization made
arecommendation to restore A-category status to
Karlovy Vary. FIAPF confirmed it on 25 April 1997.
Some of the staff at the Prague fest were given jobs
at Krdtky Film, some others were able to transfer
(or move back) to Karlovy Vary. A public reconcilia-
tion between Prague supporter rock-musician Kocdb
and Karlovy Vary’s Bartoka took place in 19g6.
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5. Karlovy Vary: a tough cookie

Ironically, the heavy-handed snagging of the A-category
status brought a surge of support for Karlovy Vary. Win-
ning the support of the international industry crowd
and the empathy of audiences appeared to have been
the most important element in securing the victory.

As a result, the government changed its attitude and
begun displaying public affection for Karlovy Vary.

Besides the people who were publicly engaged with
the festival, organizations like Barrandov studios and
Bonton distributors publicly renounced UCP, the pro-
ducers’ organization that had backed Prague. Further
support came from veteran directors like Jit Menzel,
from alternative film and television producers’ orga-
nizations, and from high-profile émigré directors like
Milos Forman. President Vaclav Havel and then For-
eign Minister Vaclav Klaus now spoke in favour of
Karlovy Vary; the latter even opened the 1996 fest.

The most important manifestation of allegiance,
however, came from journalists. FIPRESCI, the interna-
tional organization of film critics, stood firmly behind
the festival, and so did the majority of Czech journal-
ists. They stressed Karlovy Vary’s role as an impor-
tant cultural institution where film history had been
made, whilst the Prague fest was increasingly being
portrayed as one pursuing an overtly commercial ap-
proach. This coverage played a decisive role in turn-
ing the public’s opinion in favour of Karlovy Vary.

Even after its formal ‘victory’ over the competitors, Kar-
lovy Vary had a somewhat bumpy ride: in 1998 there was
the temporary dismissal of key team members, in 1999
some of the sponsors again pulled out causing a serious
deficit and a drop in attendance by 20%. Overall, however,
the festival managed to maintain good attendance figures
and kept attracting significant numbers of foreign journal-
ists who covered it widely in the international media.

The showdown had taught Karlovy Vary a lesson: the
festival had now learned to operate in a competitive envi-
ronment and had realized the importance of cultivating a
non-commercial image (which effectively became its cor-
porate identity) while simultaneously elegantly handling
all matters related to its commercial viability. As part of
the process, the festival had radically changed its strategy
in fundraising and promotion. First of all it secured a bud-
get increase of about 25%. In 1996 the budget was set at
about $1.85 million (circa 55 million CZK), which was still
less than Prague’s budget (around $2.2 million or circa
66 million CZK), yet it was an important step forward.

After several years of denying financial support for the
festival, the government contributed $330,000 to the Kar-
lovy Vary budget. Another $145,000 came from local au-
thorities. In comparison, the 1995 state contribution had
been only $30,000 (around 850,000 CZK), about twelve

times less than what the festival had asked for (Kondros
1996). In 1998 state support was set at $179,000 (around
5.4 million CZK), corresponding to less than 10% of the
festival’s $2.6 million budget (around 78 million CZK).

While before 1989 the festival funding was granted
entirely by the government, today the bulk of the funding
comes from private commercial sponsors and a fraction
from ticket sales (which are heavily subsidized to allow for
better student access). In comparison, only about 10% of
Berlinale revenues come from ticket sales (Kosslick 2003).

By way of further comparison, one could look at
the budget make-up of some other cultural organiza-
tions that rely on a similar combination of financing
sources. According to data from July 1994, the Rome
Opera was receiving 93% of'its funding from the public
sector, 7% from box office and 1% from the private sec-
tor; for Paris Bastille Opera the same correlation was
66%, 30% and 4%; while for New York’s Metropoli-
tan Opera the figures were, respectively, 2%, 67% and
31% (Gordon 2003). It is easy to see that in the case of
the Karlovy Vary festival the budgeting is closer to the
US model (as seen in the case of Metropolitan Op-
era) rather than the European public subsidy model.

More importantly, however, in 1996 the advertising
budget was increased ten-fold (Kondros 1996). Now
more than a quarter of the budget, nearly $500,000,
was spent on international and domestic promo-
tion. The number of accredited international journal-
ists and other foreign guests substantially increased.

By 1998 Karlovy Vary affiliates were in possession of
significant business acumen; a limited partnership com-
pany called Film Service and co-owned by festival director
Bartoka and general manager Rudolf Biermann came
in place to provide services for the next five years.” The
festival’s budget was established at around $2.5 million
($2.7 million in 1997, nearly double of the $1.35 million
of the early 199o0s). The festival’s main prize was raised to
$20,000; a number of other cash awards were introduced.
Later on the city also made investments in further develop-
ing the hotel base and the film theatres in town; in 2001
the town received a $600,000 facelift. A special marketing
strategy was developed in order to attract younger audienc-
es. Czech TV now pays for exclusive broadcasting rights.

Securing sponsorships became a top priority and
the festival scored significant success with back-
ers like Becherovka, Chemapol and the Pilsner
Urquell brewery. Having secured domestic support,
the festival then signed up a range of foreign spon-
sors and was particularly successful in enlisting the
support of multinationals like McDonalds, Pepsi-

Cola, Phillip Morris, Mercedes-Benz, and DHL.

Today, Karlovy Vary is run jointly by actor Jii Bar-

toka and programme director Eva Zaoralovd. While
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Zaoralovd remains the festival’s main figure on the
artistic side, Bartoka takes care of the business. They
describe their partnership as ‘an ideal marriage’ in which
each one of them has their ‘own bedroom’ and during
the festival they mostly stay out of each other’s way.

6. Some lessons

Today there is a consensus that the whole clash of the
festivals was a sheer nonsense. Everybody involved in
the conflict knew that hosting two analogous events
within a single summer month was the least desir-
able scenario and would harm both festivals.®

Yet, there is an element of truth in the conclusion that
Karlovy Vary ‘could not have achieved its present glory with-
out the threat of the usurping Prague festival’ (Gray 1997).
The Prague threat made Karlovy Vary raise standards, to
increase the variety of sidebars and become a really top-
rate event. Many films purchased by Czech distributors
are first seen here, thus the festival ‘admirably fulfils the
worthwhile cultural goals it set itself: to become a kind of’
alternative distribution circuit’ (Wellner-Pospiil 2001: 348).

Part of the festival’s reinvention was to promote itself as
an atmospheric cultural event, intentionally distinct from
larger festivals where big-film business is overtly paraded
on the red carpet. There was also the ‘nostalgia’ compo-
nent, mostly perpetuated by western journalists who took
the opportunity to display respect for a long-standing
tradition. It was a positive experience for many of them
who, even though vocal on issues of common cultural
concern, rarely manage to make much difference in their
own countries; the Karlovy Vary controversy was a welcome
opportunity to have their voice heard and show that their
presence matters, that it is they who ‘make’ the festival.

Ultimately, however, it was all self-deception. The
real battle was not one between art and commerce nor
between refined tradition and disrespectful free en-
terprise. The atmospheric and nostalgic character of
Karlovy Vary also became its consciously cultivated
corporate identity. The battle was between two events
that depended almost entirely on commercial sponsors
in a callous laissez-faire environment where the govern-
ment, previously controlling, was seeking a way out.

All festivals face economic pressures, and Karlovy Vary’s
survival was as much a lesson in cultural finance and
media savvy as it was in cultural management. Disguised
as a triumph of art-house sophistication over insolent
connives, Karlovy Vary’s victory was, in fact, a conquest
of a correspondingly mercantile nature. Prague’s Bohe-
mia Promotions, now defunct, was essentially the same
privately operated event service enterprise as Karlovy Vary’s
Film Service. The showdown of the festivals was not much
more than a brawl of clashing entrepreneurships. The real
question was not if commercialism would prevail but whose.
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What are film
festivals for?

Film festivals — and there are a lot of them these days — are

generally started for one of two reasons: cultural or com-

mercial. At the furthest end of the cultural spectrum, a fes-

tival is almost a Platonic ideal: the pure dream of a single

cinephile translated into an annual programme. At the

other end there’s a whole range of events born out of a de-

sire by a town’s director of tourism to fill the smart hotels

at the beginning or end of the season. (Mr Busy 2003: 10)

With respect to Europe, the festival circuit, I want

to claim, has become the key force and power grid

in the film business, with wide-reaching conse-

quences for the respective functioning of the other

elements (authorship, production, exhibition, cul-

tural prestige and recognition) pertaining to the

cinema and to the film culture. (Elsaesser 2005: 83)
Money invested in a film festival is never lost. It falls

largely back on the local economy and provides an indis-

pensable podium for an art and the industry behind it.

(Moritz de Hadeln (2000: 540), former Berlinale director)

1. The unruly world of film festivals

Over the past two decades there has been a significant
proliferation of new film festivals around the world; it
proves impossible to have a firm figure on the number
of festivals currently in existence. A conservative esti-
mate sets it at over 500 (Stringer 2001), FIAPF counts
about 700 festivals (Moullier 2003), while others believe
that ‘an outlandish-sounding New York Times estimate of
more than thousand fests around the world might not
be as wild as it seems’ (Turan 2002: 2). More impor-
tantly, there is a consensus that not only the number

of festivals, but also their importance, has increased
significantly over the past quarter of a century.

But what are all these festivals for? Are they important
as celebrations of cinematic art, do they provide alternative
venues or do they rather function as a marketplace? Or may-
be they are meant to help cities boost their tourist turnover?

There seems to be a growing consensus that nowadays
festivals have become a ‘circuit’ of sorts and operate as
an ‘alternative distribution network’ for world cinema
beyond Hollywood. The ‘alternative distribution network’
phrase is coined by Toronto International Film Festival’s
Piers Handling, who said: ‘A lot of work only gets shown
now at festivals. A lot of foreign-language film that would
get distribution ten years ago doesn’t get seen anymore’
(Turan 2002: 8). Mr Busy, Sight and Sound’s anonymous
industry commentator, corroborates Handling’s view:
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‘With a greater number of cinemas showing an ever nar-
rower range of films, festivals are often the only place
where the work of a promising young director can be
seen by enough people to enable the director to find the
money to make his or her next film’ (Mr Busy 2003: 10).
To Marco Miiller, formerly of Locarno IFF and now Venice
IFF director, ‘festivals should reveal what the markets
normally hide’. In his view, the role of festivals is also ‘to
complement and answer what is lacking in the current
cultural scene in films’ (Miiller 2000).° Film scholar Tho-
mas Elsaesser sees the festival network as an important
node in the system of distribution of cinema. He speaks of
‘points of contact and comparison between the increas-
ingly globalized and interlocking “European” model of the
festival circuit and the “Hollywood” model of world-wide
marketing and distribution’ (Elsaesser 2005: 93). While
he acknowledges that the festival network is stiffened by
the ranking system imposed by FIAPF, he nonetheless
sees it branching out quite complexly, ‘with nodes and
nerve endings’ with ‘capillary action and osmosis between
the various layers’; thus ultimately ‘the system as a whole
is highly porous and perforated’ (Elsaesser 2005: 87).
Once festivals begin to be seen as vital elements in a
distribution chain, the programming activity is seen as a
component of a cultural production circuit: no wonder
that festivals nowadays are frequently picking up themes
and sidebars from each other. If there is a Catherine
Breillat sidebar at some of the big European festivals, for
example, it is likely to see a variation of it scheduled at
several of the smaller European festivals within the next
year, and a few months later — at some of the American,
Asian and Latin American festivals.'® Big festivals enjoy the
reputation of sites of cultural celebration, but this facade
quickly fades away when one scrutinizes their tense and
competitive environment. Seemingly secondary concerns
like the rank of celebrities on the red carpet and the num-
bers of accredited journalists take over the art of cinema.
The ‘alternative distribution network’ of festivals is
overcrowded; leading festivals are often in competition
with each other even across borders. The twelve A-cat-
egory festivals must each screen at least fourteen brand-
new films, bringing the number of quality titles needed
to satisfy the A-festival circuit competition to a total of
at least 168 films annually. But usually only about 20—40
films are strong enough artistically, and it is those films
that the big festivals vie to programme. ‘The big festi-
vals have become like a bumpy conveyor belt, waiting for
the films that are ready,’ says Berlinale veteran Moritz de
Hadeln (Rodier 2003: 1). Former Venice head, Alberto
Barbera, believes that festival programmers’ control over
their own events is ever decreasing: ‘All major festivals’,
Barbera writes, ‘are starting to look like each other be-
cause their movie selections are largely determined by the

"The showdown of the
festivals was not much
more than a brawl of
clashing entrepreneur-
ships. The real question
was not if commerclalism
would prevail but whose.’

NARLOVY VERY
AT INTERMATIONRAL
FILM FESTIWAL
J0-6-BT0G

same contingencies. They all choose among the same
array of films. What determines their choices are just time
factors and studio strategy decisions’ (Hadeln 2000: 538).
A classical case of festivals that would be in fierce com-
petition is the Canadian example — Montreal’s Festival of
World Cinema, until recently the only A-category status
festival in North America, takes place in high summer
and occasionally its dates are extremely close to the dates
of the big festival in Toronto (in early September). Yet,
as Turan (2002) has shown, the two festivals occupy dif-
ferent niche positions in the international circuit: while
Toronto is a key showcase for films hopeful to find a North
American distributor, Montreal is respected as a non-com-
mercial celebration of cinematic art (Turan 2002: 172-80).
If we looked at the Prague—Karlovy Vary showdown
in such a context, we would realize that their confron-
tation is powerfully overshadowed by more serious
concerns about the competition between Karlovy Vary
and Moscow in regional terms (as both festivals endeav-
our to showcase East European production), a ‘turf war’
of sorts that further expands to encompass festivals
like the Berlinale and Thessaloniki (Greece). In terms
of time-slot, Karlovy Vary is in direct competition with
Locarno as both events take place over the same sum- »
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mer period and are disadvantaged by the fact that they
have to make their competition selection among ‘left-
over’ films that have not made it to Cannes in May and
are not likely to make it to Venice at the end of August.
Itis notable that it is a producer’s organization, FIAPF
(which represents producers but not distributors), that
ultimately controls festivals, thus suggesting that pro-
ducers regard the festival circuit as a ‘direct’ showcase
for their output, a situation that leaves out the power-
ful intermediaries of distribution (producers do not
have any similar levels of control over the mainstream
distribution network or over the exhibition chains, for
example). But if festivals are indeed seen as a key distri-
bution locus, one needs to clarify what precisely is the
relationship between producing and distributing here?
The organizers of the Prague festival operated out of
the assumption that sponsorship mattered most and that
the A-category status would guarantee it. Yet, a festival in
Prague would have been attractive anyhow, even without
the A-rating. In fact, other leading festivals lately have
been questioning the meaning of the A-category. The
festival in Montreal, for example, recently ventured into an
open confrontation with FIAPF over its rigid procedures;
its director Serge Losique renounced the A-category and
declared it ‘obsolete’, pointing to the formidable reputa-
tion of the festival in Toronto which is not competitive and
has only a third-category standing with FIAPE." The fes-
tival in Rotterdam has also ignored FIAPF classification.
Its previous director, Simon Field, has been outspoken
about this: ‘FIAPF would not deliver us any advantages
that we could not negotiate for ourselves’ (Timms and
Seguin 2003: 2). The high-profile Sundance festival has
neither held nor sought any accreditation from FIAPE.
And then, there is the issue of festivals as tools for
tourism and image-making for their respective cit-
ies. The in-flight magazines of large airline companies,
for example, regularly treat film festivals in the context
of tourist opportunities and feature articles that cover
cities and events side by side. The spectacular mod-
ern architecture of the Berlinale’s new headquarters on
Potsdamer Platz is favoured among various print and
broadcast media. In view of this growing importance
of festivals for the local tourist economies, Stringer
(2001: 140, 142) is right to insist that festivals should be
treated ‘as a constituent feature of today’s global city’
and as a tool that helps to ‘rejuvenate the value of urban
space through the mobilization of global interests’.
Ultimately, however, the question remains: which
function of film festivals proves more important
— marketing of new and alternative cinema (be it via
an officially attached market or by providing oppor-
tunity for industry contacts) or fostering tourism?
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2. More lessons

If we are to revisit the Karlovy Vary vs. Prague contro-
versy in this general festival context, we could draw
further conclusions in two other spheres. The first
one relates to issues of national cultural policy; the
second one to the dual function of film festivals as
an industry marketplace and tourist attraction.

The controversy explored in this case study would
most likely not have evolved if it was not for the articulate
‘hands-off” stance of the Czech government at the time.
Their new post-communist approach was not dissimilar
to the American laissez-faire model where the major-
ity of funding comes from private commercial sponsors
and is administered via foundations and where federal
agencies only make small disbursements. However, there
is no culture ministry in the United States of America,
in the Czech case there was a ministry in place but one
that was anxiously asserting that it did not have much of
a role to play. The Czech culture policy model from the
mid-199os differed from other main models function-
ing throughout Europe: from the federal socialist model
(e.g. Germany) where the public policy is in the hands
of local and regional authorities; from the ‘arms-length’
model of Scandinavia and the United Kingdom where
the central government is formally in control but policies
and finance are independently arranged; and from the
French one where the Ministry of Culture has a central-
ized control and actively manages local cultural matters.

The Czech crisis was triggered by the abrupt abandon-
ment of public support for cultural events, an attitude
that marked the policies in most former eastern-bloc
countries at the time. The way the crisis was handled
by the Ministry of Culture suggested unwillingness for
government-led harmonization and coordination of
cultural agendas for the sake of a higher common cause.
The result was a deadlock of cultural entrepreneurs, who
collided in a domestic regulatory vacuum while simul-
taneously trying to conform within the complex system
of regulation that dominated the international festival
circuit. The lack of domestic leadership resulted in a
stalemate that was left to commercial forces to resolve.

Things settled somewhat in the late 19gos. Within the
funding structure of the Ministry of Culture, film is now
considered part of media and is no longer categorized
alongside the other arts, a situation that grants more
adequate subsidies. Government support is given not
only to Karlovy Vary but also to other domestic festivals
such as Plze and Zlin. Since 2004, the Czech Republic
is a fully-fledged member of the MEDIA programme
of the European Union, opening access to European
funding available to festivals and other initiatives.

The picture is more or less the same with the other
film festivals across eastern Europe. Most of them now
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receive about 10% subsidies from the central govern-
ment and another 10% from local authorities, the rest
is to be secured through commercial sponsorships.
There are several bigger festivals in the region that op-
erate on budgets in the range of $200,000-$500,000.
Most festivals, however, function with significantly
smaller budgets (in the range of $20,000-$50,000).

In comparison, about 60% of the Berlinale’s $10 mil-
lion budget until recently came from central government
subsidies (Kosslick 2003). In 2003, Berlusconi’s govern-
ment slashed about $700,000 in subsidies or about 10%
of the Venice Festival’s total budget, a measure that jeop-
ardized the very existence of the world’s oldest festival.

Then, there is the question of a festival’s function as
a marketplace and/or as a tool for tourism. Faced with
the realization that they may be missing out on possible
business deals, Karlovy Vary opened a new film-industry
office (a meeting point for industry representatives) and
began publishing a film-industry guide. The belief was
that this could lead to some territorial distribution deals,
as well as help local film-makers secure financing. And
while Czech and East European film-makers are seeking
financing abroad, occasional independent US producers
come to Europe to seek financing as well. But the Karlovy
Vary attempt to run a film market in the late 1ggos was
largely seen as an ‘embarrassing’ experiment, as sales
agents set up shop but no buyers came. In addition, the
festival’s attitude towards business interests has been
volatile: in 1998 the market was seen as a means to drum
up business in the region and get established as a place
where distributors buy territorial rights to films; in 1999
setting up a market was deemed unaffordable. It did not
take long to acknowledge that the Berlinale’s booming Eu-
ropean Film Market was turning other markets obsolete.

With major studios’ interest in the Czech Republic
and the greater region blossoming due to the num-
ber of large-scale runaway productions, Karlovy Vary
came to function as a key meeting place for industry
executives involved with the region. So even though
no official market is now taking place, there are a
number of business-related forums, panel discus-
sions on law and taxation, on finance and market-
ing, all planned in tune with commercial demand.

On the other hand, there are considerations related
to tourism. Supporters of the Prague festival had in-
sisted that Prague was far more attractive than Karlovy
Vary to foreign guests who wanted to see the Charles
Bridge and the Prague Castle. Their opponents coun-
tered that, with or without a film festival, Prague’s
tourism was booming while Karlovy Vary’s directly
depended on the festival. The whole argument, of
course, is indicative of the underlying economic think-
ing about festivals as tourism enterprises, a context in

Things settled somewnhat
in the late 1990s. Within
the funding structure of
the Ministry of Culture,
film 1s now considered
part of media and is no
longer categorized along-
side the other arts, a sit-
uation that grants more
adequate subsidies.’

which the concern about cinema becomes secondary.
The argument that Prague was central and Karlovy
Vary peripheral raised a whole range of issues related to
the importance of location in culture. Prague had better
international transport links, true. But what if Nice, next
door to Cannes, decided to start a major festival in early
June on the pretext that France’s second-biggest airport
is there and the city attracts more tourists? On the other
hand, some argued that Prague was not suitable precisely
because it was the capital; but then, are not festivals like
Berlin, Tokyo and Cairo all taking place in the heart of
capital cities? Karlovy Vary was ‘out of the way’, some
said. But how much did this matter? In Latin America,
for example, Havana’s film festival, even muddled by
financial difficulties and government interference, and
facing major competition from rival festivals in Guada-
lajara (Mexico) and Cartagena (Columbia), is expanding
and still remains the key festival for the region (Turan
2002: 83). One can also point at a number of festivals »
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that are located out of the way and still attract significant
attention, such as the world-famous festival of silent
cinema which takes place in a small town two hours
commuting distance from the provincial Trieste airport
in Italy. Similarly out of the way is the popular Midnight
Sun festival that takes place beyond the Arctic Circle.

And then, one can point at examples that present
the opposite scenario. While the Prague film festi-
val perished, the South Korean film festival in Pusan,
which was established under similar circumstances
at the same time (with the Hong Kong fest in decline
because of the 1997 Chinese hand-over) and which
is equally ‘out of the way’, prospered and is today the
pivotal festival showcase for the East Asian region even
though it does not have (or seek) the A-category status.

Even if a festival would genuinely like to be non-com-
mercial, it is impossible to hide behind the fagade of
high culture and disregard the film and tourism indus-
tries’ interests: festivals are a place where culture and
commerce intersect and must coexist. Most high-profile
festivals, it is noted, have to ‘straddle the cultural/com-
mercial divide’ (Mr Busy 2003). The case we looked at
here was one of budding cultural entrepreneurs learning
the basics of management in the company of unforth-
coming post-communist policy-makers and diminish-
ing public support for the arts. Karlovy Vary achieved
what it wanted. Entrepreneurs in Prague were not left
out in the cold, either: what they would get via the fes-
tival, namely the international contacts and the busi-
ness, came to them anyhow via the success story of
the Barrandov Studios and the arrival of intense run-
away film business there. But that is another story.

So we ultimately come back to the question what are
festivals for? What is their main function? To be a cultural
event for the local population? To be a tool of glamour
tourism? To be a showcase for international film art? To
be a meeting place for industry people and a launch pad
for new production and distribution deals? There is no
evidence that Czech cinema would be doing any differ-
ent with the festival in Prague than it is doing now, with
Karlovy Vary; most likely it would still remain of secondary
interest. Because, while festivals are still clarifying identity
issues, they are still a long way from having established
the viable alternative distribution network for interna-
tional cinema that they could (hopefully) provide. ®

For lots more interviews,
features, festival reports

and reviews visit us at:
www.filmint.nu
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online journal Kinoeye (http://www.kinoeye.org/).

2. Here I quote from researcher Andrew J. Hor-
ton, who conducted a series of interviews aimed to
investigate the story of the festivals showdown.

3. While some solitary voices praised the Mos-
cow festival in the late 19gos, on the festi-

val circuit it remains with the reputation of a
lavishly organized and yet low-profile event.

4. Quoted in The Hollywood Reporter, 9 May 1995.

5. Besides Karlovy Vary, the A-category festivals
include Cannes, Berlin, Venice, San Sebastian,
Moscow, Tokyo, Cairo, Mar del Plata (Argentina),
Shanghai and, since 2002, Locarno. Montreal gave
up on its A-status in 2003 but regained it in 2005.

6. At the time, there were two producers’ organiza-
tions in the Czech Republic. The Union of Czech
Film Producers (UCP), recognized by FIAPF, had

34 members; their most important member was
Knofliek’s Krdtky Film. The other organization

was the Czech Association of Film Producers (APA,
headed by Pavel Strnad), of a similar size but not

a member of FIAPF; its best-known member was
Barrandov Studios. UCP supported Prague; APA sup-
ported Karlovy Vary. Due to the split in the ranks of
producers, after the festival controversy UCP lost in
reputation, effectively letting APA gain in importance.

7. In response to a new law prohibiting foun-
dations from running enterprises, the op-
eration was effectively transferred from the
festival foundation to the Film Service.

8. Recent developments (2003—05) with the two
rival festivals in Montreal (the embattled Montreal
World Film Festival (MWEF) led by Serge Losique
and the newly established Festival International du
Film de Montréal (FIFM) under the directorship

of Moritz de Hadeln), taking place within about

a month from each other, have provided a further
vivid illustration of the disastrous effect of clash-
ing cultural entrepreneurships and agendas.

9. It is beyond the purposes of this study to in-
vestigate the economic logic and viability of this
‘festival-circuit-as-distribution’ proposition. A
closer scrutiny may reveal, however, that seeing
festivals as an alternative distribution circuit is
unlikely to endure rigorous economic scrutiny.

10. This is also true of the programming at leading
cinematheques around the world that also func-
tion as a circuit. If the Munich cinematheque, for
example, puts together a Fassbinder retrospective,
for the next two years the cinematheques at Lon-
don, Paris, New York, Los Angeles, Mexico City,
Toronto, Hong Kong and Tokyo will feature it.

11. Losique gave up on this position in 2005
and declared that FIAPF’s accreditation is im-
portant as ‘it gives you a stamp of legitima-
cy, a stamp of approval’ (Seguin 2005).
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