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This article introduces the analysis of strategic management of film production companies. The first part presents
processes and models of strategic management and introduces a new and unified model of strategic management. It
is noteworthy that the film/film industry value chain helps to understand the notion that the links between separate
stages have an impact on the company’s competitive advantage and reveal how the main product in the film
industry, the feature film, is developed. Therefore, the following part analyses models and composition of film
industry value models. The final part of this article analyses the main features of a film production company and the
sources of funding thereof. The strategic model of independent film production companies is based on the

characteristics of strategic management and the value chain models of independent film projects.
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Introduction

The analysis of independent film production, which in principle does not belong to the Hollywood system,
reveals that it is fragmented, poorly structured and, therefore, a highly complicated business (Finney, 2008, p.
107). The main problem is related to its incapability of sustainable development. Even though film sector
receives state support through various instruments (e.g. reduced tax rates, etc.) (Strazdas, Cernevidiiite, &
JancCoras, 2014, pp. 28-29), it is not enough for a successful development of a film company.

It is noteworthy that the development of the company depends on its strategic management which,
according to Domazet, StoSic, and Zubov, is the fourth stage of the planning system (2011, p. 80), and which is
based on the strategy (Melnikas & Smaliukiené, 2007, p. 8). In other words, strategic management is a
constantly repeated process of organisation management which connects the adoption, planning, and execution
of the current solution and the long-term strategy of organisation (Ambler, 2016).

A properly crafted and implemented strategy (which differs considerably from that of the competitors) can
help to ensure the development of the company. It is noteworthy that the budget of film projects/feature films
can be as high as several million euros. Therefore, the company must form its model of strategic management
in a way that it would allow structuring the activity and maintaining the integrity.

The aim of this article is to analyse the process of strategic management of independent film companies. In
order to achieve this aim, systematic scientific analysis of literature has been conducted.
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Processes of Strategic Management

Scientific literature deals with various processes of strategic management. In his analysis of strategic
management, O’Shannassy (2003, p. 59) suggests a process of strategic management that consists of two main
parts: strategic thinking and strategic planning. The process between these two elements is continuous.

According to Fishel (2008, p. 23), strategic thinking is a process that reveals the prospects of management
of future activities by taking into account all types of environment as contributing factors. It is an ability to
connect the present with future prospects. It is claimed that strategic process starts from strategic thinking, with
the latter being present throughout the entire process of management. This is confirmed by Figure 1 which
reveals the composition of the map of strategic thinking.

] Flexible inputs:

External environment . Technology:;

. People/skills/shared values;
. Structure;

o Systems and processes.

!

Strategic thinking:

. Outward orientation;

. Information analysis;

. Considered assumptions;
e Generation of new ideas. Strategic aims/changes

Problem resolution

e Thinking in time

!

v/

Participation of internal and
external stakeholders

N

Production, output:

. Solving strategic problems;

. Strategy formulation and
implementation;

. Speed of response to customers
and markets, etc.

Strategic changes:

. Management factors;

. Evaluation of strategy;

. Practical experience;

. Promotion of strategic thinking.

Figure 1. Map of strategic thinking. Source: Based on O’Shannassy (2003, p. 58); Swayne, Duncan, and Ginter (2008, p. 12).

Figure 1 shows that strategic thinking consists of information analysis, outward orientation, assumptions
and generation of new ideas. Additionally, it must include problem resolution, thinking in time, strategic
aims/intentions, contribution (people, skills, etc.), and participation of stakeholders, in case of a larger company.
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According to O’Shannassy and as seen in this figure, the process of strategic management includes the strategic
planning. Strategic thinking is followed by production/output, and strategic changes that feature the following
parts of strategic planning: case analysis, strategy formulation, and implementation planning (Swayne, Duncan,
& Ginter, 2008, p. 12). Strategic thinking influences the entire process of strategic management, because it
helps to adopt solutions, implement aims, etc.

Not only does the process of strategic management consist of strategic thinking, it includes strategic
planning as well; the said planning includes the determination of organisation’s plans which allows achieving

the mission of organisation (Gates, 2010, p. 3). Strategic planning can include certain elements illustrated by
Figures 2 and 3.
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Figure 2. The main components of the strategic planning process. Source: Hill, Jones, and Schilling (2015, p. 13).

According to the data provided in Figure 2, the formulation of strategy consists of an existing business

model, mission, vision, value, aims, SWOT, and various levels of strategies and feedback. There are four levels
of strategies:
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(1) Corporate strategy. The top-level strategy that indicates what the company should be like. It establishes
the structure of the company, the formula of its future and actions that enable competition (Ritson, 2011, p. 19);

(2) Global strategy defines production and provision of services on the global level (Peng, 2014, p. 19);

(3) Business and competition strategy; orientation towards the increase of the competitive advantage
(Valentinavicius, 2009, p. 132) in order for business to survive and grow in the future (E. Papulova & Z.
Papulova, 2006, p. 4);

analyses how different functions of business (marketing, production, finances, etc.) help corporate and business
strategies (Ritson, 2011, p. 19). All functional activities must be coordinated and supplement each other,
because each strategy is an integral part of a strategy listed above it.

Strategy formulation is followed by the next stage—implementation. It consists of management and ethics,
organisation control, structure and cultural design. Feedback exists in all stages and elements.

Gates distinguishes two main blocks of strategic planning, What and How, depicted in Figure 3.
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Figure 3. Typical elements of strategic planning. Source: Gates (2010, p. 4).
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The What block consists of two subsections: the present and the future. It is noteworthy that when creating
the strategy for an organisation, the first thing to do is to find out where organisation is at the given time
(present) and what it wants (future); only then it is possible to start considering how organisation will achieve
its aims. Usually organisations focus only on How, without knowing what they want and where they are;
consequently, this might result in a failure.

Salas and Huxley (2014, p. 110) note that once the strategies are created and developed, another important
step is communication of the said strategies and actions related to them in the entire organisation. Usually
managers provide their employees with limited descriptions only, indicating what they should do and why the
tasks provided are important. This can also result in failure. Communication between the employees must be
developed in order for all actions, initiatives, and strategies in the organisation to be implemented successfully.

Comparing these two breakdowns of strategic planning (Figures 2 and 3), it can be said that the said
elements are similar yet named differently. The key difference between these breakdowns is the fact that Gates
emphasises the position of organisation at the moment and what kind of future it wants.

If we add the elements of strategic planning and strategic thinking into the composition of the
aforementioned strategic business model by Hill, Jones, and Schilling (2015), we can achieve a more detailed
breakdown of the strategic business process. However, this would not be the only breakdown of strategic
management process. Frynas and Mellahi (2011, p. 6) suggest a breakdown of strategic management process
that consists of three elements of the following order: strategic analysis, strategic development and, finally,
implementation of strategy. The authors do not identify strategic management as a cyclical one. In this case,
everything ends with implementation of the strategy. One can agree with the said authors, except the fact that
the definitions of strategic management refer to it as a process that repeats itself constantly. However, this
process should be actually depicted as ceaseless. If we compare the approach of these authors to process stages
suggested by O’Shannassy (2003), Swayne, Duncan, and Ginter (2008), one can say that they provide a broader
approach for strategic management, because their process includes strategic thinking as well. One can also
wonder why Frynas and Mellahi do not include the stage of strategy formulation. Maybe it is included into the
step of strategy implementation; however, it is not clear based on strategic management stages named by the
authors.

Strategy is the key for strategic management. It is included into every definition and model of strategic
management process and reflected in Morden’s scheme of strategic management process (Figure 4).

This process (Figure 4) also distinguishes strategic analysis as well as formulation and implementation of
strategy. There is an additional stage of strategy choice which follows strategy formulation. It means that there
are several strategies formulated and several strategic solutions adopted; only then, the most suitable one is
selected. As visible from the picture, it is a continuous process. Alongside the strategy process, feedback and
training take place as well. Training enables the improvement of strategic solutions and encourages strategic
thinking. It can be said that strategic planning and thinking elements are listed in the smaller circle. All
elements form the entirety of solution adoption process.

The analysis of the strategic management breakdown is continued by the introduction of another
breakdown (Figure 5) which is more detailed than the previous one.

Comparison of this Model of Strategic Management (Figure 5) to Strategic Planning Elements by Gates

(Figure 3) reveals that strategic planning consists of the following main elements: the present (where
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organisation is now), future (where the organisation wants to be), and How. It is noteworthy that assessment is
also distinguished, because it is important for organisation to conduct analysis of actions in order to figure out
whether it has achieved its goals. The figure shows that the section of Employee Performance is distinguished
and featured as including employee feedback monitoring, increase in mutual communication, etc. There is also
the management performance which includes leadership competences, continuous development of management
team, etc. It shows that successful strategic management requires a strong team and good communication.
Figure 5 shows that after the overview and analysis of actions, the next stage is that of comparative
analysis. Usually this analysis is conducted for the most efficient organisations and market leaders. This
analysis is oriented at any improvement of business process using the best practice, rather than a simple
measuring of results. The study of best practices enables organisations to gain strategic and financial advantage.
Comparative analysis is mostly focused on identification, analysis, and adoption of best practices as well as
achieving the outcomes (Kelessidis, 2000, p. 2). Therefore, the process of strategic management consists not
only of the internal analysis, and analysis of the actions carried out, but also through the study of competitors in
order to outperform them. The breakdown depicted by Morden (Figure 4) includes training that allows the
improvement of strategic solutions. This can be compared to the external comparative analysis, as it involves

learning from the market leaders and thus encouraging the strategic thinking.
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Figure 4. Strategic management process. Source: Morden (2007, p. 19).
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Figure 5. Model of strategic management. Source: Failte Ireland (2013, p. 5).

After the analysis of strategic management processes established herein, a summarising model of strategic

management processes is provided in Figure 6.
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Figure 6. Process of strategic management. Source: Compiled by the author.

This process of strategic management (Figure 6) consists of evaluation of three blocks of strategic thinking:
Present, Future and How. It is noteworthy that the assessment and control is executed in each block. The
process of strategic thinking is continuous and repetitive. However, it starts from the point at which
organisation is at the moment: stakeholders, mission, values, environment analysis, and assessment of the
obstacles that interfere with the achievement of goals defined and which determine the future of organisation.
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The achievement of goals results in implementation of the vision. However, in order to achieve them, one must
formulate the strategy and implement it as well. At this stage, communication with employees also plays an
important role, because it enables easier implementation of the strategy and reduces the resistance, if any.
Therefore, organisation creates a plan about how to achieve the goals that would bring it to the point in the
future where it sees itself to be.

In conclusion, there are various processes of strategic management. The following parts of the process are
distinguished as the main ones: strategic thinking, mission, vision, goals, formulation of strategy (strategies:
functional, business, corporate level, and global), selection of strategy, implementation of strategy, strategic
analysis, external comparative analysis. The actions are coordinated and evaluated during the entire process;
training is also a part of the said process. In order to implement strategy in an organisation, the quality of
communication must be high. It is noteworthy that when implementing a strategy, the organisation must realise
where it is at the moment, what it wants and only then can it plan how to achieve it. Strategic management is a

continuous and repetitive process for the management of the entire organisation.

The Model of Independent Film Industry Value Chain

The market of film industry is ever-changing, unpredictable, and involving continuous creation of new
strategies. Strazdas, Cernevi¢iiité, and Jandoras (2014, p. 35) claim that in the market of cultural goods,
strategies are based on intuition, emotional knowledge rather than standard market studies. One can agree with
the opinion of authors, except for their claim that studies are unnecessary. Studies in the cultural field and film
industry contribute to a better understanding of the audience and competitors; therefore, it facilitates the
prediction of the success of a film, company activity, audience reach, etc. The creation of the most important
product of a film production company, the (feature) film, requires great financial resources; therefore, it is very
risky to rely on the intuition only.

One can say that consumer taste for films is hard to predict (Lorenzen, 2008, p. 3); however, the
knowledge of one’s audience and its preferences might help to attract them by, for example, casting their
favourite actor, introduction of innovations in the distribution process, educational activities, etc. When
creating a strategy which in its turn forms the basis for the strategic thinking, one must first comprehend the
film industry value chain. According to Mickeviciené (2011, p. 8), the value chain helps explain the notion that
elements connecting different links have a decisive influence on competitive advantage. It is like an
environmental analysis that allows identifying chains in which organisation is vulnerable or holding the
advantage.

Film industry distinguishes various models of value chain. Finney provides the value chain of independent

film sector depicted in Figure 7.
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Figure 7. The existing film value chain model with seven stages. Source: Finney (2014, p. 5).
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This chain (Figure 7) introduces the main parts of film industry: production, distribution, and screening.
However, the author distinguishes the main parts of film industry without putting the emphasis on the main
elements of its constituents. It starts from the development and is followed by financing, mostly involving the
producers and writers. It is noteworthy that there is no guarantee that the work of producers and writers shall
create value. “The extended Film Value Chain leaves the producer far away from the consumer, and is often
uninformed about market demands and user behaviour” (Finney & Triana, 2015, p. 5). Relationship between
European film producers, sales, and distributors is essentially unstable (Finney, 2014, p. 5) and it might
endanger the film project additionally.

Figure 7 reveals that there are three stages before film production (the beginning of shooting): development,
funding, and pre-sales. Usually film projects do not even reach the production stage, if one of the said
preceding stages has not been completed successfully. Production is followed by sales, distribution, and
exploitation. Exploitation stage can be treated as a screening stage. However, these stages are not described in
detail.

Finney suggests another value chain model depicted in Figure 8.

Producer => Aggregator => Consumer

Figure 8. The new value system. Source: Finney (2014, p. 6).

The New Value System (Figure 8) emphasises the main participants of film industry: producers, aggregators,
and consumers. In this case, the role of aggregators is filled by the likes of Google, Amazon, Apple, etc. (Finney,
2014, p. 6) wedged between the producer and consumer, thus reaching the widest audience possible. Film
industry is closely related to technologies; however, to achieve accuracy, one value chain should include all of its
components. For example, in film industry, an important role is played by stars whose presence in the film
might attract the viewers. It might also serve as a part of marketing which Kiing distinguishes in her film
industry value chain as well (Figure 9). It should be noted that marketing ought to be started as early as in the
production stage, while the shooting still takes place. Marketing plan includes advertising, production of trailers,
publicity (articles about the film, media, interviews with film stars, etc.) (Kiing, 2008, p. 72). However, there is
a difference to Finney’s value chain (Figure 7). It is noteworthy that Kiing mentions marketing in the
distribution stage (where it usually takes place); however, it is also included in the screening and licensing stage.
Marketing starts from the production stage and follows throughout the next stages thus taking an important
position in film industry.

The value chain in Figure 9 provides more insight on what it concludes a certain stage and its main
features. For example, the first stage consists of the screen play, contracting talents, and securing financing.
Production stage consists of planning, filming, and editing & post-production, thus providing additional details
about the composition of the value chain in film industry. However, not only should the chain include screening
in cinema theatres and home videos, but it should also distinguish the digital (through IT) film distribution and
screening as suggested by Finney in his value chain (Figure 8). Nilsen and Smistad (2012, pp. 5-8) notice that
the Internet, IT and other similar factors tend to edit the value chain. All of it enables the development of
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innovations in the stages of film production, licencing, distribution, and screening. Figure 10 reveals the flow of
digital content in film industry.

Marketing
Acquisition/ Cinema realise
4 Production Licensing Distribution
Development
Home video
Planning Filming Editing & post-prod.
Broadcast
licensing
Screen play Contract talent Secure financing

Figure 9. Value chain—The film industry. Source: Kiing (2008, p. 71).

Digital flow

Manual flow

Manual flow

Figure 10. Digital cinema—Content flow. Source: Nilsen and Smistad (2012, p. 6).

Figure 10 shows a distinction between a manual and digital distribution. IT, television and other
media-related elements are treated as a part of the flow of the digital content. Cinema theatres use external
drives for screenings; therefore, they are assigned to the category of manual flow, because external drives and
cinefilms must be transferred manually. In case of the digital flow, the film reaches the consumer at any place
without the use of external drives or cinefilms required to watch them. The producer can, of course, distribute
film through the digital flow at once and thus transfer it to distributors or film goers and consumers. However,
this is more often the case with short videos, short-length films, trailers, etc. There are various channels for
distribution besides cinema theatres, including the Internet, cable television, etc.

Wirtz’s value chain is similar to chain values compiled by other authors; it includes
procurement/pre-production, film production/post-production, trade of rights/movie rental and exploitation.
There is no stage of distribution, as it is treated as a part of the trade of rights/film rental stage (Wirtz, 2011, p.
216). Daidj (2015, p. 254) claims that marketing must be developed in all stages, starting from the development.
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However, it is risky to start marketing as early as in the budget planning stage while still looking for financing
sources. Independent film companies cannot always be guaranteed that a film they plan will receive funding. It
is better to start marketing, when funding is received and film production has been started.

Value chain models are not entirely detailed, per se; each model has its drawbacks and requires certain
improvements. However, the analysis of value chain models suggested by other authors (Aarhus, 2011; Bloore,
2009) reveals that similar parts are mentioned in them as well: development, financing, and pre-sales,
production/shoot and post, international sales and licensing, international distribution, exhibition and
exploitation, and consumption. Legal advisors, accountants, and consultants work in all stages of the work.
Value offer (product/service proposition) is located between the stages of exhibition and consumption.
Therefore, the value offered is the film at the screening stage. There are various market segments distinguished:
film critics, the entire society, persons that have great influence on film industry, etc. (Aarhus, 2011; Bloore,
2009).

It is noteworthy that the most difficult stage is that of financing and pre-sales. In terms of investment, a
feature film is the most expensive form of art (besides architecture). Each investor has its own needs and
creative attitude which might affect the film. In this stage, independent films usually draw in a wide range of
business collaborations, consultants, and investors (Bloore, 2009, p. 9). In the first stage, the risks related to the
investment are considerably higher than when moving towards the final stage. Moving closer to the consumer,
investment risk potentially decreases.

It can be said that the greatest power in the production stage belongs to the film director, when shooting,
editing and other related activities take place. When the film is completed, it is sent to distributors. Usually a
certain per cent from distribution earnings returns back to investors. In the consumption stage, the consumer
sets the film value and its long-term reputation (Edictive, 2013). It is noteworthy that Bloore distinguishes the
“Long Tail” stage, which starts at the screening stage and ends at the stages of international sales and
distribution. It is a value chain, in which distributor or producer relaunches the film and its merchandise
(Edictive, 2013).

Each stage of the value chain takes a certain period of time. For example, the development stage might
take two to eight years, financing and pre-sales might take %2 year to two years, production might last %2 year,
etc. However, it does not mean that the same intervals are applied in all cases. In each film project, the intervals
are different and depend on the project itself (Bloore, 2009, p. 15). However, in film industry, the film itself is
not the only product. Franchising is an increasing form of cooperation among companies which allows the
exploitation of secondary products in film industry (e.g. video games, toys related to films).

In conclusion, there is a variety of value chain models. The value chain of independent film project
includes the development, financing, pre-sales, production, shooting, post-production, international sales,
licencing, international distribution, exhibition, exploitation and consumption. Legal advisors, accountants, and
consultants work in all stages of the work. It is noteworthy that marketing takes an important role in the film
industry. It starts at the production stage. Consumers who participate in the final stage contribute as determiners

of film’s reputation.

The Model of Strategic Process Management in Independent Film Production Companies

Each feature film is a project (Finney, 2008, p. 107), because each film production contains project

characteristics (e.g. limited time, access to a strict or limited budget, etc.). The main manager of the project
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(from the beginning until the end) is film producer who takes a very important role in the process. Producers
participate in the main stages: development, production, and distribution (Finney, 2008, p. 109).

The organisational structure of film production might vary depending on the size of the film, company,
producer’s management style, etc. Hope (2016) notes that the varying treatment of organisation structure
reveals that the process is approached differently as well. This means that film production process differs too.
There is no unified model for companies to base their work on.

Maurer has compiled the map of film development process which is introduced in Figure 11 below.

1
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Figure 11. Map of the film development process. Source: Maurer (2008, p. 67).

Figure 11 shows that the process is cyclical until the stage of completion and launch of the film. The entire
map consists of three main parts: ideation, production, and debriefing. If comparing to value chains analysed in
the previous chapter, it could be treated as one more film industry value chain; however, this map puts more
focus on the production of the film itself, emphasising the links between the most important stages of film
creation; for example, between the final audition of actors and shooting, the course of action is always a
cyclical one. Moreover, this process reveals the most important film production stages.

In order to start film production, it is necessary to secure funding. Funding of independent film production
companies is more difficult than in the case of Hollywood studies. Film producer looks for various sources of
financing; the following sources are possible:

* Private investors;

* Banks (loans, etc.);

* “Angel” investors (Finney & Triana, 2015, p. 84);

* Risk capital companies;

e State subsidies;

* Various financing funds (local, regional, international);

* Income from product placements;

* Hedge funds (Campisi, 2012, p. 20);

* In case of an international coproduction, it is possible to receive financing from foreign funds. It might
include not only the accumulation of the necessary budget, but creative elements as well, other resources of the
country, taking advantage of tax deductions and similar incentives (Morawetz, 2007, p. 9);

* Fiscal incentives (tax incentives in the country of operation);
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¢ Funds from pre-sales;

* Crowdfunding;

¢ Television broadcasters;

* Funds of the company itself;

* A contract with major film studios'.

In the European film industry, financing usually consists of the combination of public and private sources
(Jackel, 2003, p. 43). It is noteworthy that independent film producers face the paradox: they cannot select
talents and develop the production screen plays without financing; however, they cannot also receive financing
without talents and a flawless screenplay (LCA, 2006, p. 5). This paradox is highly prevalent in recently
established film production companies, in which film producers do not take a solid position in the film market.
In such case, it is advised to start from short films as they require less funding and help to establish connections
in film industry.

According to Goettler and Leslie (2004), such authors like Desai, Loeb, and Veblen claim that financing
strategy is the main variable that shapes the industry. For example, co-financing, when several companies share
film production costs and revenue is used even by major film studios. This practice might be illustrated by a
highly successful high budget film Titanic which was produced by two competing studios, Fox and Paramount.
Co-financing helps to manage the risk and studios can invest into high budget films.

Strategic management is a mechanism best revealed in the analysis of film companies. One of the largest
independent film companies in the UK is Vertigo Films (currently, with the team of 20 employees). Within
three years, this company has increased its revenue by almost 600 per cent. One of the strategies of the
company is to find a talented yet still unknown director and help him to create a good low budget film. Another
part of company strategy is to become involved into every stage of film development, i.e. production,
post-production and special effect, sales and distribution. The company never looks for outside funding
(Yakowicz, 2016).

It is noteworthy that it is not enough for film production companies to take into consideration the
individual qualities of film production; the management of the entire company must also be taken into
consideration. In this case, one has to formulate the overall strategy of the company the shaping of which starts
from the overall company business model. There might be various business models to choose from. For
example, there is a product-oriented model, when decision making is focused on the product, by aiming at the
best quality of the product, expecting that the market will evaluate the quality of the product positively (Guild
& Joyce, 2006, p. 266). Each company forms an individual business model which is the best for their needs.

However, one should not forget that film production companies are highly influenced by micro- and
macro-environment. Micro-environment has a direct influence, while macro-environment has an indirect one.
Micro-environment includes such factors like funding institutions, funds, clients, media, sponsors,
governmental organisations, all-level policymakers, competitors, etc. Macro-environment consists of eight
main blocks: economic, political and legal, global, environmental, natural, social, cultural, technological,
informational, and digital, as well as random factors (Varbanova, 2013, p. 87). It should also be mentioned that
pirating also affects the companies as it reduces their revenue.

Figure 12 depicts a possible strategic management model of an independent film production company.

' Major film studios like Paramount Picture, Warner Bros, etc. based in the USA, belonging to Hollywood studio system.
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Figure 12 shows that strategic management model includes the value chain of film industry. It signifies
that when formulating the strategy, independent film companies cannot only focus on the development and
production stages. The company must also plan the distribution, estimate the suitability of other companies for
cooperation, and consider a possibility to establish a distribution division as one of its subdivisions as well.
Film production companies are also advised to include a marketing plan into their strategy. Marketing can be
started in the production process already, when financing is secured and shooting has already started. It is
important that the screening/exhibition stage is just implicit, as it is executed by distribution companies, since
they are in charge of where the film is going to be screened. The screening itself is executed by various
companies that undertake in the screening of films; for example, cinema theatres, television companies, and
similar establishments. However, film production companies can execute this stage by employing digital
technologies (e.g. to make a film accessible on the Internet). Formulation and implementation of the strategy is
executed and based on the stages of development, production, and sales. It is noteworthy that when making
films, an important role is played by the financial structure, because the budget for production of feature films
can amount to several million euros. Therefore, this model highlights the financing stage. The (aforementioned)
sources for film funding can be divided into three main stages:

* industry sources (e.g. income from the pre-sales);
* lenders, creditors (e.g. banks);
* investors (Vogel, 2007).

Franchise is listed as a separate category; however, it is usually the main financing source of major film
studies. Let us take Harry Potter franchise for example. It is a cultural phenomenon, the brand name of which
has earned Warner Bros and its partners almost 20 billion US dollars. It is a highly viable franchise: films that
were based on the books shall be further exploited through theme parks, video games and other means that will
continue to generate income to J. K. Rowling, Warner Bros and its partners (Emst & Young, 2012, p. 8).
However, franchise can be used by independent film production companies and their partners as well.

Not only do film production companies focus on the production of individual films and their realisation,
they must also work with the development of the entire company as well. Therefore, each company must first
define where it is and what its mission is, and analyse the current situation of the company as well as its micro-
and macro-environment. Then it is possible to define what the company wants for its future: its vision, goals,
actions to achieve them and such. According to Nielsen (2009), the aim of an independent Danish film
company Zentropa is to become a European mini studio, even though it has more ambitious plans related to its
international activities.

If the company knows what it wants to be in the future, it can then start planning how to achieve it, work
on its strategy determined by company’s business model, development and other important stages. However,
not only should a company focus on the production of the film, it must also pay attention to other activities. For
example, having invested a part of its revenue to filming equipment, it is possible to reduce production costs
and also generate revenue by lending the said equipment.

It can be said that strategic thinking is involved in all stages. It helps make a link between the present and
the future prospects. Implementation of strategy also includes good communication with company employees.
If employees are misled, or if they receive negative information, they might express resistance to certain

changes in the company.
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In conclusion, film development process consists of three main stages: ideation, production, and debriefing.
Film budgets must be sustainable. There are three main stages to secure financing: industry sources,
lenders/creditors, and investors which are also included when creating a strategic management model for film
production company. The main parts of this model are as follows: company’s present, future and the vision of
how it sees itself in the future. All stages involve strategic thinking, while strategy formulation and

implementation feature certain parts of the value chain.

Conclusion

(1) There are various models of strategic management processes, featuring the following components:
strategic thinking, mission, vision, aims, strategic formulation, selection and implementation, strategic analysis,
and external comparative analysis. During all stages of the processes, the actions are adjusted and training takes
place. In order to implement the strategy successfully, the communication in the company must be elaborate
and thorough. When creating its strategy, the company must realise where it is at the moment, what it wants,
and how it plans to achieve it.

(2) There are several types of film industry value chains. Independent film project value chain consists of
the following stages: development, financing and pre-sales, production, shooting and post-production,
international sales and licencing, international distribution, exhibition and exploitation, consumption. Legal
advisors, accountants, and consultants work in all stages of the work. Marketing takes a very important place in
the chain because it starts in the production stage already.

(3) Film development process consists of three main stages: ideation, production, and debriefing. Film
budgets must be sustainable. There are three main stages to secure financing: industry sources, lenders/creditors,
and investors. The main parts of strategic management model of independent film companies are as follows:
company’s present, future and the vision of how it sees itself in the future. All stages involve strategic thinking.
When formulating the strategy and looking for ways to implement it, it is important to take into consideration
marketing, development and production and other stages of the main product that enable a successful reach of

the customer.
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