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PROLOGUE: WHY THE KOREAN FirLm
INDUSTRY?

Since the birth of film in the late nineteenth century, this revolutionary
medium has drawn in a great deal of attention from a wide range of people
who seek to understand more about the workings of its industry. When
it comes to films, a large number of moviegoers have enjoyed watching
Hollywood blockbusters while French and Italian films still benefit from
their reputation for being artistic and cultural works. Therefore, numerous
academic articles and books have been devoted to covering Hollywood or
European films as well as their related film industries. To a lesser extent,
films from Japan and Hong Kong have also been at the center of interest
in more recent decades.

Among the film industries around the world that have received little
attention, the Korean film industry has slipped by under the radar among
many observers despite its consistent progress. Yet as it marks its one
hundredth anniversary in 2019, its achievements are coming to be recog-
nized. Notably, several films have received prestigious international film
awards. The most prominent example in this regard is the recent hit
film Parasite, which not only won the 2019 Palme d°Or at the Cannes
Film Festival but also went on to receive four Oscars in 2020 including
the prestigious Best Picture. As a result, several Korean directors such as
Bong Joon-ho and Kim Ki-duk as well as a number of Korean actors and
actresses like Jeon Do-yeon, Lee Byung-hun, Song Kang-ho, and Youn
Yuh-jung, have been known among film lovers.
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In fact, it is not only moviegoers or audiences who are interested in
Korean films, but also a number of countries, international organizations,
and film companies have begun to pay close attention to the Korean film
industry and its market. For example, as Hollywood studios were the
first to realize the promising potential of the Korean film market in the
1980s, they pushed the US government to open up the market for further
opportunities. More recently, a number of foreign companies have been
interested in both distributing Korean films and investing in the industry.
Even the United Nations Educational, Scientific and Cultural Organiza-
tion (UNESCO) has witnessed the Korean film industry’s influence grow
in its multilateral forum since that country opened up its market to foreign
companies.

The history of the Korean film industry is nothing short of profound
since the release of its first Korean film The Righteous Revenge in 1919.
During the Japanese occupation period (1910-1945), films were censored
and the Korean film industry was under the influence of the Japanese
authorities. Following the country’s liberation in 1945, the Korean film
industry began to make tentative steps on its own, but the Korean War
(1950-1953) interrupted these efforts. While the film industry managed
to emerge from the ashes of the Korean War and endure decades of
military rule, it would come to face a greater challenge. By the 1970s,
the industry was in a steep decline as few Koreans went to see domestic
films let alone even foreign titles. Having hit rock bottom by the 1990s,
Korea’s film companies then underwent a decade of painful and uncertain
industrial restructuring before experiencing an impressive revival around
the new millennium. After a brief plunge between 2007 and 2008, the
film industry bounced back and has since consolidated its success. Today,
Korean films enjoy a strong share of the domestic market while the overall
film market that includes foreign films is very healthy.

What has been behind such ups and downs? A number of existing
studies often raise the issue of censorship by the Korean government or
even the lack of cultural creativity and diversity. However, they cannot
fully answer the question by relying exclusively upon an analysis of the
industry’s cultural characteristics. Rather it becomes evident when exam-
ining the history of the Korean film industry that it has been shaped
by economic and business decisions—both foreign and domestic—which
suggest the need for an analysis centered upon these issues, including
those raised by film policies.
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This book constitutes a search for the main contours of an effective
film policy, one that is both friendly to culture and economically sound. In
this respect, Korea is the central character: by ensuring a better and stable
economic and regulatory environment, it has provided its film compa-
nies with the opportunity to take the lead in the successful reshaping of
the domestic film industry. Korea’s film policy therefore appears as an
attractive benchmark for other countries as they seek to develop their
own film industry. This result is important since, in almost every decisive
aspect, it challenges the approaches generally suggested when faced with
the growing dominance of Hollywood, such as using quotas and subsidies
for developing and advancing the domestic film industry.

Highlighting the uniqueness of the Korean film industry and its poli-
cies is a meaningful task, but it may place the reader in a narrow box. In
addition, while many studies have focused on Korean cinema, very few
have taken on a broader and comparative assessment of its film industry.
Such a gap in the literature has missed the important example that the
Korean film industry holds for others that wish to achieve a similar level
of success as well as enrich their cultural industries. To pursue this goal
with more rigorous and insightful research, we compare the Korean film
industry and its policies with its counterparts in the global film industry.
By doing so, it shows the status of the Korean film industry in an inter-
national setting in terms of production, consumption, and market. Such
an expanded comparison reveals the sharp differences in their film poli-
cies and helps to understand why certain policies have been effective while
others have not. Given that the Korean film industry emerged from almost
zero to one of the important global players today, it is meaningful to
examine how Korea has overcome such challenges while others have not.

This book has thus been developed entirely within an international
framework. It compares Korea with the five most important markets in
the world, specifically China, France, Japan, the United Kingdom (UK),
and the United States (US).! Furthermore, this study provides a compara-
tive analysis of the effects regarding the whole range of policy instruments

1 Together these six markets account for more than sixty percent of today’s international
box office revenues. The only large film industry not included in this study is India due
to lack of reliable data for this market. However, this absence is not a significant problem
for the period covered by this book: in 2018, the Indian film market is still smaller than
Korea or France in terms of box office revenues and is much less integrated into the
global film markets than the six countries covered in this study.
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used by these countries toward their film industries: import and screen
quotas, subsidies and tax reliefs, as well as regulatory measures and institu-
tions. By comparing these six film markets over the past four decades, this
book offers a comprehensive view of the Korean film industry’s impressive
growth. Today, this industry is a powerhouse which has “outperformed”
all of the major film industries around the world in almost every conceiv-
able economic criterion—a point not fully realized even in Korea. More
crucially from a cultural perspective, Korea’s “quantitative” successes have
not been achieved to the detriment in the “quality” of its films. This study
presents evidence showing that the average quality of Korean films over
the last decade fares better than that of French, UK, or even US movies.

This book relies on a vast data set compiled specifically for this publica-
tion. In particular, it makes use of data on the amount of subsidies and tax
relief schemes granted to film industries, on the laws and implementing
measures that regulate these industries, on the institutions in charge of
film policies, and on film quality in the key countries covered. Gath-
ering these data has required the recourse to primary sources since these
measures have almost never been explored in a comprehensive manner
within the existing literature. Data have been collected over long periods
of time, from twenty to seventy years, depending on the topic and avail-
ability. Such a long time frame ensures more robust results—too many
studies of the film industry rely upon short time periods, which fail to
identify major changes that may happen down the line given the high
volatility of the film industry. Long periods also possess the significant
advantage of revealing changes that are not perceptible if the time period
is too short.

In completing this book, we would like to thank our research assistants,
Dr. Yeon W. Lee and Dr. Wenyan Yin. We would also wish to extend
our gratitude to Dr. Kyuchan Kim for his support, critique, and insights.
Furthermore, we want to express our appreciation to Korean Film Council
(KOFIC) and Centre national du cinéma et de Pimage animée (CNC) for
sharing their knowledge and data with us. Special thanks goes to Stephen
Ranger for his editing and comments for this book. Finally, we are gratetul
to Springer Nature for their early reviews of parts of the manuscript and
helpful comments, and in particular to Ruth Jenner who recognized the
value of this book.

Finally, we would like to thank all the scholars who conducted research
on the Korean film industry. Without their previous works, which have
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been the base of this book, we would not have been able to produce this
work.

This work was supported by the Laboratory Program for Korean
Studies through the Ministry of Education of the Republic of Korea and
the Korean Studies Promotion Service of the Academy of Korean Studies
(AKS-2015-LAB-2250003).

Jimmyn Parc and Patrick A. Messerlin
Sciences Po Paris



The Korean Film Industry: From Domestic “Straggler”

CONTENTS

to Global “Outperformer”

1 Korea and the Korean Film Industry in the World
2 Korea’s Outperformance: A Snapshot in 2018
2.1 The Demand for Films
2.2 The Supply of Domestic Films
2.3 The Needs of Public Policies
2.4 The “Attractiveness” of Domestic Films
3 Korea in the Global Film Market
3.1 Catching Up in Absolute Terms
3.2 Outperforming in Per Capita Terms
4 Outperformance and Cultural Diversity
4.1 The Contribution of Domestic Films
4.2 The Contribution of US Films
4.3  What Has Been Learnt by Looking at Growth
Trajectories
5 Conclusion
References

Escaping the Import Quota and Why It Matters

1

The Korean Import Quota: An Economic Analysis

1.1  The Basic Flaws of an Import Quota: Ineffective
and Divisive

1.2 Qunota and Rents

18
19
20

23
25

26
27

X1



Xii

CONTENTS

2 The Negotiations of the Film Agreements
2.1 The 1988 US Lobbying Campaign: Breaking
the Windowpane
2.2 Estimating the Size of the Rents
3 The Effects of the Korea-US Film Agreements
for the Short to Long Term
3.1 The Film Agreements: Short-Term Effects
(1985-1995)
3.2 The Film Agreements: Long-Term Effects
(1995-2005)
4 The Driving Forces Bebind the Long-Term Effects:
Korea’s “Golden Duo”
4.1 The Korean Government’s Less-Interventionist
Approach
4.2 The Industrial Strateqy of a New Generation
of Korean Film Companies, Chaebols
5  Why Mexico Failed While Korea Thrived
5.1 NAFTA vs. Korea-US Film Agreements
5.2 Picking on the Wrong Target: The Screen Quota
5.3  Mismanaging the Right Target: The Privatization
Process
5.4  Gwing Up: The Return to Subsidies
6 Conclusion
References

From the Screen Quota to Cultural Cooperation:
Preferential Trade Agreements
1 Facing a New World: US Pressurves on Film Markets
Opening
1.1  US Disappointment Over its Past Film Policies
1.2 Facing Unprecedented Challenges
1.3 An Increasingly Complex Industry
1.4  An Important Caveat from an Economic
Perspective
2 The Korea-US Agreement and the Screen Quota
2.1 The Screen Quota: An Economic Analysis
2.2 The Screen Quota and the Bilateral Investment
Treaty Negotiations

30

31
32

34
34
37
38
38
40
43
44
46
47
50

50
53

55

57
57
59
62

65
66
69

69



CONTENTS

2.3 The Screen Quota Cut: The Cause of the 2007-2009
Dip?
2.4 KORUS FTA: The Broadcasting Sector
3  The Korea-EU Agreement: Between Ambition
and Reality
3.1 The Screen Quota and the KOREU FTA
3.2 The Protocol of International Co-production: What
Is Its Purpose?
3.3 The KOREU FTA Protocol of Cultural
Cooperation: Is It Up to the Task?
4 Has a Korean Agenda Emerged with Its International
Film Agreements?
4.1 Kovea: The Last Country to Swing to Bilateral
PTAs
4.2 Korea: A Major Signatory of PTAs with Provisions
on the Film Industry
4.3  Korea Builds Its Expertise in Negotiating Film
Agreements
4.4 The Basis for a Korean Agenda for the Future?
5 Conclusion
References

4 Subsidies: The Korean Exception
1 An Economic Analysis of Subsidies
1.1 An Unlimited “License to Subsidize”?
1.2 The Best Instrument, in Theory
1.3 Confronting Reality: Four Warnings on the True
Costs of Subsidies
1.4 The Case of the Other Financial Incentives
2 What Explains the Irvesistible Rise of Film Subsidies
in the World?
2.1 Implementing Quotas: Embroiled in Endless Feuds
2.2 Implementing Subsidies: The Sweet Sound
of Cooperative Behavior
2.3 The Flip Side of Financial Support: Easily Out
of Control
3 Public Financial Support: The Panacea for the World
Film Industries?
3.1 A Worldwide Boom
3.2 The Korean Exception

Xiii

71

72

73
75

76
79
82
82
84
85
88

89
91

95
97
98
99

103
105

108
109

111
112
115

116
117



X1v

CONTENTS

3.3  Changes in the Composition of the Financinl
Support

3.4 Is There an Ongoing Worldwide Competition
for Granting Subsidies?

3.5 Film Support: Increasingly “Internationalized”

3.6 The Addiction to Public Support: Dependence
and Fragility

4 Film Subsidies: Unexpectedly Harmful to the Film

5

Industry in the Long Term

4.1 The “Negative Impact” of Subsidies as They Grow
Over Time

4.2 Dustorting the Domestic Film Markets

4.3 Cost Inflation Effects
Conclusion

References

Governance: Regulations and Institutions

1

Korea’s Regulations: Protectionist or Restrictive?
1.1 The STRI Database
1.2 An Overview of the Korvean Measures
Comparing Korea to the Other Selected Countries
2.1 An Overview
2.2 International Comparisons of the Most Protected
Categories for Each Film Industry
2.3  Analyzing the Domestic Distortions Created
by the Regulations: The Korean Case
Comparing Agencies: Korea’s KOFIC and France’s
CNC
3.1 The French and Korean Agencies: Two Polar Cases
3.2 Differences in Funding Sources and Coverage
3.3 Is “Fiscal Autonomy” a Blessing or a Curse?
Comparing the Measures Used by the Kovean and French
Agencies
4.1 A Fundamental Distinction: “Direct” vs.
“indirect” Incentives
4.2 The Polar Opposite Cases of France and Korea
The Crucial Goal of Good Governance: Eliminating
Inconsistent Incentives
5.1 The Duo “Seat Tnx and Subsidies to Movie
Theaters”

118

120
121

124

124

125
128
131
133
134

139
141
142
143
146
147

148
149
154
155
158
159
160

161
164

166

167



CONTENTS

5.2 The Duo “Inx Relief for Domestic Filmmakers
and Tox Relief for Foreign Filmmakers”
6 Conclusion
References

6 Film Quality: The Golden Key for Sustainable Success
1 Measuring Film Quality
1.1  Three Main Challenges
1.2 Films as “Experience Goods”: Attractiveness vs.
Ounality
1.3 A New Approach to Measure the Quality of Films
2 Comparing the Evolution of the Film Quality
2.1 Breaking Prejudices
2.2 Short-Term Comparisons
3 Public Support and Quality
4 Conclusion
References

7 Distribution and Exhibition: Clouds on the Horizon?
1 The Curvent Debate and Its Critical Assessment
2 The True Impact of the Remedies: Lessons from the Past
2.1 The “Paramount Case”
2.2 The French “Anti-Screen Monopoly” Regulations
2.3 Summary
3 Overall Comparison of the French and Korean
Exhibition Markets
3.1 Concentration of the French and Korean
Exhibition Segment
3.2 Numbers of Films Admissions, Screens, and Seats
in Korea and France
3.3 The “Utilization” of Screens in Korea and France
4 Screem Monopoly and Diversity: Unexpected Results
4.1 The Performance of “Hits”
4.2 The Performance of “Non-Hits” Films
5 The Film “Turnover”: An International Comparison
6 Conclusion
References

Epilogue: Korea as a “Game Changer”

Index

XV

170
174
175

179
180
180

182
184
185
186
187
190
191
192

193
195
199
199
201
207

208

208

210
215
217
217
220
221
223
225

229
233



