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The fast growth in the animation sector of
the media and entertainment industry is
attributable to the current demand for

content as TV and other production schedules
need to be filled. New technologies and direct
routes to the consumer will only serve to fuel the
growth in animation.
This report seeks to build on the success of our
two previous media industry publications, Film
2000 and Music 2000. Revised editions of these
will also soon be available.  It is really aimed at
the UK industry although the global nature of the
market means that international issues are very
relevant.
Our approach to this work, wherever possible,
has been to seek comment and quotes from the
industry.  “Voices from within!!”
We have also gathered relevant data from
Skillset, PACT and many others. Their 
co-operation in allowing us to reprint
commentary and factual data is much
appreciated.
The last decade was very important to the 
animation sector. The mid ‘90s saw the 
establishment of some important new initiatives
clearly aimed at promoting the sector and its
financial viability. For that reason we thought it
appropriate to look at some of those and how they
might have met their objectives.
This is not an exhaustive market research 
document. It is an overview of a very exciting
industry sector and an attempt at identifying some
of the problems affecting animation in the UK and
at offering some possible solutions.  Other more
learned and detailed works are mentioned within
the appropriate sections of our report.
Many thanks to the team at Baker Tilly who have
assisted in this: Sarah Macharg, Nicki Brookes,
Sally Dyson, Harry Hicks, Christine Corner, Ben
Collins and Karen Croft.
Grateful thanks also to John Coates and Norman
Kauffman from TVC and Snowman Enterprises
for their contribution and editorial input.

Stephen D. McMellon, Chairman, 
Baker Tilly Media Group

THE INDUSTRY’S PROBLEMS
Particular problems facing the UK industry seem
to be: distribution; US domination; staff
retention; and training.

Distribution
Distribution in Europe, especially in the UK, has
become fragmented which makes it difficult for
creators and producers to develop a 
consistent pattern of success even if they are able
to provide a constant flow of content. The 1994
Audiovisual Green Paper noted the 
following trends in Europe:
it lacked the structure to provide comprehensive
transnational distribution; there was a low level
of cross-border distribution; language barriers
(though less important in animation than in live
action) compounded difficulties.
That was a long time ago but six years later, these
issues remain relevant.  They certainly do not
seem to have been addressed.
Distributors have become a necessary but
sometimes costly intermediary due to their ties
with broadcasters and often due to their position
as cinema exhibitors.  They can take a percentage
of the rights to a programme as a matter of
course, as do any number of investors, co-
producers and ultimately broadcasters who join
the project and dilute the profit margin. 
Distributors can therefore be more like brokers in
animation, their success dependent on their ability
to develop and exploit broad business relationships
and thus sell programming.  Animators who do not
combine hardened business acumen with their
artistic abilities can be exploited:
UK animators “are content providers and it is a
really hard place to be in because the people who
handle broadcasting, control the means of the
distribution.  Shortly the means of distribution
will be in everybody’s hands and everybody will
be clamouring for content.”13

New technology means that new “means of
distribution” and successful new companies are
already emerging:
A new broadcasting/distribution company of note
is Atomfilms.com:  “We try and acquire broad

long-term rights to the world’s best short form
content. We then sell it to TV stations and we have
a website where we stream. We are the second
largest entertainment website in the world at this
point, we get 4 million hits a day, we stream well
over 2 million movies a month.” (Michael
Comish, Atomfilms).14 Atom syndicates content
to over 100 businesses including TV networks
(HBO, Canal+, Sci Fi), airlines (Continental,
New Zealand), technology companies (Intel, BT)
and other websites (Blockbuster.com, Warner
Bros). Atom’s site hosts web-exclusive footage
and is being described as the future of distribution
and broadcasting. 

Other successful British Distribution companies in
animation include Gullane Entertainment, Hit
Entertainment and Itel15.  Gullane, formerly
known as The Britt Allcroft Company, own one of
the classical intellectual properties in the form of
Thomas The Tank Engine. The Britt Allcroft
Company remains the creative arm of the Gullane
Group of Companies.  Gullane Entertainment
owns Media Merchants and has associate interests
including Sooty Productions and Catalyst. 
Hit Entertainment, which started life as an
animation production company, owns the rights
to popular series like Bob the Builder and now
some 60% of its turnover arises through the
exploitation of Hit-owned programming. Hit
now exploits a variety of worldwide licensing
and merchandising rights from leading shows
like Kipper and Jerry.
Itel was originally founded by Anglia TV and
continues to be a leading distributor of successful
British and US programs, such as The Foxbusters
and Animal Shelf.
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US domination
The volatility of the UK film and TV market and
a lack of co-ordinated distribution and funding in
British animation, has left it open to the onslaught
of foreign industrial giants, which has
exacerbated the problem of promoting British
interests.  In the US the deregulation of the TV
sector led to a series of acquisitions whereby
most of the country’s TV stations were bought
out by some two dozen companies. The result is
that fewer independent distributors are able to sell
their programmes and the US giants have set their
sights more on the global market for future
exploitation. 
Access to distribution has been cited by many
commentators as the main difficulty for British
film producers and leading US distributors have
admitted that “their primary purpose was to
distribute the films of their parent studios” from
the US.  Penetration of the UK market (and other
international markets) being the main objective.
A Finanacial Times article stated most UK
audiences reported that “too few British films
were shown” and added that “film was the most
significant medium for expressing the cultural
identity of a nation.” The recent influx of
American backed films like The Patriot,
Braveheart and in particular U-571 with their
particular reworked versions of history, suggest
more of an invasion of British culture.16

According to the Film Council, distribution in the
UK “does not prioritise British films.” 
“The deepening imbalance between the US and
its main audiovisual trading partners is the
clearest manifestation of the problems
preoccupying audiovisual policy makers.”17

A mid-90’s government report18 produced with
the help of PACT19 and other industry sources
highlighted, several issues which are worth
pointing out. It concluded that “there was a bias
in favour of the distribution and exhibition of US
films in the UK. Many UK film-makers now
worked for the major US studios because that
was the only way they could be sure to get
sufficient playing time for their films.”
In 1991 93% of UK box office revenues were
distributed by five major distribution companies
(20th Century Fox, UIP, Buena Vista (Disney),
Warner & Columbia) who dominated the
exhibition market, and of the 236 films released
56% were produced in the USA, or were US
financed.20

The British Film Institute commented that “much
of the revenue from that exhibition market was
repatriated overseas by the dominant players
and, as a result, new British production was
starved of capital from that potential source.”21

The combination of The Motion Picture Exporters
Association of America (MPEAA)’s “cultural
imperialism” and the business practice of US
distributors in Britain, threatens the ability of UK
companies to compete on an equal footing.  The
MPEAA aggressively promotes US interests to
overseas markets. One submission made in the
Parliamentary Papers was that the control of UK
distributors and exhibitors by US parent companies
and “the remittance of royalty income to the USA,
was a concerted practice carried out by the
MPEAA corporations which had as their objective
the prevention of competition in the production of
films in the UK.”22 It was also pointed out that “the
use by Rank (which owned the Odeon Cinema
chain) of its profits derived from the patronage of its
cinemas by UK cinema-goers in order to finance
the production of non-UK films was a matter which
affected the public interest.” 
Ex-Disney employee Gary Goldman (Titan A.E.),
who formed an animation partnership with Don
Bluth and has since worked at 20th Century Fox,
comments as follows on Disney’s business
practices:
“They’re very tough in the marketplace.  They’re
not going to let you play. We warned Fox, when
we got to the marketing of Anastasia, to beware
because we’d been experiencing it for 15 years.
Everywhere we went in the world: Germany,
Japan, Brazil, Spain – it was happening. In Spain
the Disney marketing people were calling the Fox
people, apologising that Disney had ordered
them to crush Anastasia any way they could.”23

He also describes how big US companies
organise their distribution, “telling cinemas that if

they don’t co-operate they mightn’t get another
Disney film. We did the same thing with Spielberg
and Universal: ‘If you don’t co-operate, you don’t
get the next Steven Spielberg movie.”24

The ownership of leading UK exhibition outlets
by US distributors/producers hampers the ability
of the UK animation industry to function at its
best through current mediums. A report by the
Financial Times25 showed the US share of the
British box office thus:

In the US, however, 96% of their box office was
taken by US companies, signifying a one way
relationship between the US and European
markets. 
The 1998 distribution figures produced by
Keynote26 show a 7.3% rise in favour of the five
major US distributors since 1996.  This is a
continuing trend. The UK industry is clearly still
affected by this US domination. 
Of the independent distributors, Entertainment,
Polygram and Film Four are the largest
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distributors in the UK. However Polygram was
sold to Universal Studios which became
Universal Pictures International (UPI),
potentially denying Europe and the UK the
benefit of a key European minded distributor.
Polygram was the largest single investor in UK
films through much of the ‘90s.27

Vivendi SA, Canal Plus SA and Canada-based
Seagram Co. have merged to produce a vast
global communications and media company.  The
new company will have interests in Europe,
Canada and the US and will be primarily
concerned with film, TV, music, publishing,
Internet and communications.  Keynote predicted
in 2000 that, if the Vivendi mergers were
successful, they would lead to “major structural
changes to the film production and distribution
industries in Europe.”28

Improvements in the British market
The acquisition of Rank’s Odeon and ABC
Cinemas by the Cinven venture capital company
earlier this year has returned a section of the
exhibition market to British hands.
Redbus Distribution Ltd (formerly known as
Redbus Film Distribution plc and originally
backed by British Internet supremo Cliff
Stanford) has recently sold a 51% stake to Helkon
Media AG, Munich. This motion picture and
video production and distribution group plan to
distribute throughout Europe and are backing
several British projects.
Pinewood Studios has been sold to a group of
investors under former Film Four boss, Michael
Grade. More US production is expected to take
place at this UK facility as a result and the
company plans to compete on a more global
scale. This should further support the film
industry of which animation is becoming an ever
more important part.
Some British distributors are aware of changing
trends in the animation marketplace. London-
based firm, Indigo Film, has focused on
maximizing the potential of its clients by getting
involved with a limited number of quality
productions and concentrating on financing,
finance projection, licensing, merchandising and
co-production structures.
“The increasing concentration of the major
distributors on propriety production and rights
management is leaving a major market gap for
the small independent producer.”29

International attempts to level the
competitive playing field

To counter US domination several countries have
set up defence mechanisms which have had a
significant impact on the marketplace in general.
Quotas and subsidies have been used throughout
Europe to stabilise a fragile market open to foreign
exploitation.  For example in France 60% of
broadcasting is required to be of European origin
or 40% in the French language.  French producers
also benefit from subsidies from the government
of up to 35% of their production budgets. British
producers often enter co-production agreements
with French companies in order to benefit from the
subsidy, which requires the majority of production
to take place on French soil.
At the 1993 meeting of the GATT (General
Agreement on Tariffs and Trade) organization the

US attempted to extend the gambit of the
agreement to “cultural goods” such as film and
TV.  MPEAA backed this in an attempt to rid
themselves of protectionist systems. The
MPEAA demanded punitive action in response to
such measures concerning audiovisual goods.
The US also lobbied against the subsidy systems
in place to support the audiovisual sector.
However, Canada and Australia backed the
stance of Europe. The World Trade Organisation
(WTO) continues to support America’s claims.  
Canada’s proximity and language affinity with the
US makes it a prime target influenced by the US
market, which has led to some protectionist
measures by Canada to avoid a saturation of
American film culture.  In Canada, all animated
productions are produced with tax subsidies which
contribute up to a third of the budget and in France
the French also enjoy significant tax benefits.
The EU commission is investigating alternatives
to quotas on European cultural goods, which still
remain exempt from international free-trade
agreements. 
Europe realises that subsidies are not a lasting
solution and European film director Wim
Wenders30 said, “In Europe we have fallen more
and more into a kind of ‘subsidy lethargy’, whose
symptoms are artistic self-indulgence,
indifference towards the audience or disregard of
economic laws.”

Retention of staff
There is a tendency for talented creative artists to be
attracted to the industry in the US.  The attraction of
experience, standard of living and “cash” cannot be
underestimated.  Without a growing talent pool the
industry has a limited future.  PACT have already
identified this as a problem – “the British animation
skills base is beginning to wither.”31

Others have commented that:
“All we need, if we are to hold on to these
talented artists in Europe, is the ability to
produce our own all-CG feature films.”32

“What we’re looking for is to create the workforce
here which we all need, and to stop frittering away
all our graduates to the south or to the US.”33

“According to a recent piece of research for Scottish
Enterprise, Scotland loses between 400 and 500
software graduates per year. Over 5 years, if they
had stayed in Scotland, the research estimates that
they would have helped generate £900 million for
the economy worth about 20,000 jobs.”34

US giant Industrial Light & Magic (ILM) has
little difficulty in retaining animators they have
trained or recruited:  “It’s simple.  We get great
projects.  It’s all about the people and we attract
the finest visual effects artists in the world to
come to ILM and work and that’s because we
have the reputation of making the finest digital
effects in the world.” 35 The average age of their
employees is 25.  Large companies such as ILM
are also able to offer attractive salaries which
plays a part in attracting UK animators.
Keeping animators is difficult in a business
reliant on the timing of the next contract and
companies with a number of staff must strike a
balance between keeping their animators
occupied with interesting projects and balancing
the books with other more lucrative kinds of
work. Gerard O’Rourke of Monster Production
describes the problem: 

“Production-for-hire work pays the overheads
and pays the bills and gives money towards
development. Broadcasters won’t commission a
second series in the middle of a first series. They
normally take a break for a few months then
approach you. You have to re-crew and try to get
the same people.”36

This process can be difficult given that there is a
finite resource of freelance animators and a high
demand for their skills.  Animation companies
generally report a limited pool of talent to choose
from.  In a recent Animation Committee
meeting37 at PACT it was pointed out by Iain
Harvey (Illuminated Film Company) that when
he has hired enough skilled workers to tackle his
next project, two other companies would
potentially end up short of staff. 

Training
Animation is a people business and a common
issue in the industry is the importance of skilled
staff who can operate the new tools of the trade,
although it is as important as ever to have the
creative skills required in pre-production. Training
and education form the backbone of any skills-
based industry and the UK may be lagging
compared to rival countries when it comes to
bringing on and developing new talent.  The UK
has limited sources of higher education for
animation but there are courses available and
some of these are listed in Appendix I.
Improvements in technology ought to lead to
increased productivity and will require a more
adaptable and expensive workforce. Most UK
animation companies are too small to take on
enough trainees and this situation is deteriorating.
Skillset found that the workforce is expanding but
also noted that:
“increased recruitment by individual companies
will not solve the problem of how to expand the
workforce”; companies expect digital animation
to become universal; 45% of companies believe a
lack of technical knowledge will be a problem
over the next 5 years.
Skillset also found that the animation workforce is
more stable than in the general broadcasting
sector, with longer contracts and a higher
expectation of job retention.  However, 38% of the
workforce had received no formal training in
animation and 73% of companies are forced to
give “on the job” instruction.  PACT cited this as
a key problem when its Animation Committee
met in October 2000. PACT, Skillset, the
companies and the employees all agree that there
is an immediate need for investment in structured
training schemes.  
Scotland is starting to lead the field.  The Regional
Business Development Agency has designated
funds of £25 million to develop networks and
facilities for “creative industries.” Some of this is
being channeled into a “computer games” campus
at Abertay University (the first European
university to set up a games degree) and Dundee
University, which already boasts one of the UK’s
top computer departments.  Dundee University’s
arts college also hosts one of Britain’s most
respected animation degrees.  Abertay University
will open a £10 million “IC Cave2, which will
become Britain’s first R&D centre for computer
games and digital entertainment (backed by
Government, lottery, University and EU grant).
Many local businesses are involving themselves
to a greater extent in higher education in Scotland. 
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SOME POTENTIAL
SOLUTIONS

Media partnerships
Media and advertising companies have created
some diverse partnerships with animation
companies allowing an injection of funds and
better access to the world market through new
media and other forms of content exploitation.
When EMTV (a giant German rights trading
group which distributes TV rights worldwide,
markets merchandising and is the world market
leader in children’s/family programming)
acquired The Jim Henson Company of Fraggles
and Muppets fame it accessed a valued source
of content and gave the Henson group greater
financial stability.  EMTV had already finalised
a joint venture with The Kirch Group called
Junior.TV, providing EMTV with a portfolio of
around 24,500 episodes of kids’ programmes.38

The stock market value of Digital Animations
doubled after it announced it was engaging in an
InternetInternet project with PA New Media, the
interactive department of the Press Association.  
Diversification is helping animation companies
to blossom.  Award-winning production house
Wild Brain has taken full advantage of a recent
international partnership, again with EMTV.
“Our relationship with EMTV further
demonstrates our ability to be a premier
producer of original animated entertainment
both here, in the US and globally.”39 We will
continue to produce for “film, TV, commercials
and for our website, www.wildbrain.com.”
Wildbrain’s client list includes 20th Century
Fox, Warner Bros, HBO, Microsoft, Lucas Arts
and the Cartoon Network. 
The Rupert Murdoch organization has become
involved in animation since his take-over of
Fox Animation prior to its production of
Anastasia. The film generated earnings of $140
million and has prompted a spate of Fox
projects to go into production.40

In this respect, animation differs little from
other sectors of the media industry.  Joint
ventures and partnerships are the way forward.

Commercials
Commercials provide an important source of
income to most production houses largely
because “more money per frame is spent on a
commercial than on anything else.”  The
“problem with (feature) film effects work is the
margin is very low.”41 Advertising uses a
smaller medium and the shorter production
times mean that costing is far easier to budget
than with wholesale projects.  ILM takes a
quarter of its total revenue from commercial
work and can produce a commercial every two
months.42 ILM is a cornerstone company in
global special effects and graphic animation
with recent projects Star Wars: The Phantom
Menace, Flubber and Mummy showing the
capabilities of its advanced technology.  
Thus advertising provides the animation
industry with a valuable source of income and
this is likely to be increased by: the growing
importance of the Internet; the advent of “new”
television mediums and related fast speed
technologies.

Even the Pixar animation studio which is now
owned by Disney and is thus probably
protected from “uncertainties of the film
market”43 was heavily reliant on advertising
contracts in its early days.  
However, even the support of a major company
like Disney cannot guarantee survival in the
animation business.  James Cameron, the
director of Titanic and co-founder of Digital
Domain, resigned after his company failed to
make a profit from its $30 million investment
in Titanic.  Why? According to Craig Zerouni44

“The business didn’t scale.  It’s a buyer’s
market for effects and animation houses are
eager to get high-profile jobs from the film
studios.” Fortunately this is not typical of all
animation and groundbreaking effects like
those in “Titanic” and Star Wars have
compelled companies to take the risks with
expensive new avenues in technology. 
In summary, work on commercials can be very
lucrative.  It is a growing market and a key
target for many animation companies.

Television
Channel 4’s subsidiary Film Four continues to
be a major contributor towards independent
UK productions for both cinema and
television:
this year’s budget for buying film increased by
40% to £36 million45; a new long-term
production and distribution deal with Warner
Bros offers good prospects for a more stable
platform that could promote animation
features.
Granada too has been a supporter of British
film and is now expanding its influence in
production and distribution internationally.
Granada Media Group plc recently acquired
Anglia TV and HTV, making it the largest
terrestrial TV company in the UK after BBC
and C4.
BBC Director General, Greg Dyke, announced
this year that he will be setting up a new film
division and the BBC is currently planning to
spend £8.5 million per annum on new features,
which should directly or indirectly assist parts
of the animation sector. 
British Sky Broadcasting Group plc (BSkyB)
added Cartoon Network to its Sky Digital
satellite platform in 1998.  It produces cartoons
for cable and satellite. 
CITV both commissions and acts as a platform
for many television animation series, for
example: Butt Ugly Martians, Molly’s Gang,
Red Fox and Watership Down.
Animators will never forget TV; terrestrial and
satellite channels continue to pay competitive
rates for quality content.  Competition is fierce
however and that is likely to increase.

Third Party Financing and
Fiscal Policy

This is such an important topic that section 7
(infra) is devoted to it.  In general, the sector
will benefit from:
a fiscal code positively discriminating in
favour of the industry grants and subsidies
fiscal policy assisting in the retention of key
staff.
These factors are covered in more detail later.

THE GLOBAL PICTURE
AN OVERVIEW

The graph above demonstrates growth in the
industry, showing the total industry value (US
dollars) for “commercial grade” computer
animation production.  Global growth continues
to increase and the nature of the industry is
changing worldwide with new faces joining the
established figures.  Bigger players are looking at
joint ventures with niche production companies,
those owning content are desirable partners.
Acomment made in relation to the development of
animation in Hong Kong, India, France and Japan
highlights the strategy of the newer global players:
“Rather than imitate the successful computer
generated formulas set by a handful of established
US giants, these newcomers from around the
world have dipped into their own cultural wells to
break new ground in feature-film animation.”46

Geographic distribution of the industry
The diagram below summarises global
distribution trends. The domination of America is
clear. The marketshare in Europe decereased
from 27% in 1997 to 21.9% in 1998 and is
accounted for by low-cost computer animation
platforms becoming more readily available in the

ANIMATION PART I

1998 Total Market

1997 Total

Source:  The Roncarelli Report the

Computer Animation Industry - 19989
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Far Eastern countries where production costs are
traditionally lower. This trend might continue
providing the low cost territories can provide
quality product.

France
According to Animation Magazine, the French
animation industry is the “biggest sector in an
expanding European Market.”  It dominates their
home market and links with Canadian companies
have helped French companies reach an
international audience. French companies receive
unparalleled support from their government and
“automatic support from French broadcasters.”47

This gives French companies a lead for securing
EU grants, which require proof of initial funding
from other sources. 
Core French broadcasters such as FR3, TF1, M6
and Canal+48 have also provided strong support to
the local industry and animated programming is
increasing as a direct result of such support.
International distribution may be France’s Achilles’
heel as recognised by Christian Davin (president of
Alphanim) who says “the weakness of France is
that we have not established big distribution
companies like those in the US, UK or Germany.”
France has also established itself in the animation
field by hosting the International Animated Film
Festival and the International Animated
FilmMarket. In 2001 it will host the 25th
International Animated Film Festival and the 11th
International Animated Film Market.
Recent projects of note:
Chaman Productions created Axis (which is a
popular French children’s series) entirely on
Windows NT Platform.  This may become
Europe’s first full-length digitally animated
feature.  France has “a strong history that
enables our artists to create exceptional visual
content and images,” says Axis producer Denis
Friedman.  He added “We had to demonstrate
our technical abilities to partners, co-producers,
distributors and audiences to prove we could
operate in a market dominated by major US
companies.” Chaman now has distribution in
Canada, Japan and France and is negotiating
terms in the US.

Hong Kong
“In Hong Kong, it is difficult to make futuristic
types of movies because that is not the focus of
our culture. It’s not like America, where they send
people to the moon,” says effects supervisor
Frankie Chung.
Recent projects of note:
Centro Digital Pictures/Golden Harvest used
over 500 effects, including a digital stuntman, on
the live-action martial arts saga A Man Called
Hero.

India
At the moment India falls behind Western
countries in terms of original content due to lack
of experience in “storytelling, storyboarding and
character development.”49 They seem to be
addressing this shortfall and in the meantime are
providing increasing sub-contract services to
Western companies.  They have a large and
relatively inexpensive workforce growing in

experience and act as studios for hire for many
US and European productions.
Recent projects of note:
Pentafour created the panoramic character
animation of Sinbad: Beyond the Veil of Mists.
Four hundred animators, programmers and artists
worked constantly for 15 months to produce the
first fully motion capture feature which is now
being released in US theatres.

Toonz Animation India are getting behind their
local industry and have opened a state-of-the-art
10,000 square foot production studio and
facilities, which house the latest digital
equipment. started up with some 150 animators,
employs an international award-winning creative
team to train apprentices in pre-production
techniques.
The site was opened by Rob Coleman (animation
supervisor at Industrial Light & Magic – Star Wars,
Mask) and the launch (A Week with The Masters)
included lectures on animation techniques by top
animators from around the world.

Japan
Japan’s tradition of comics and cartoons and
‘anime’ is well-known and well-regarded.
Japanese anime has been reaching US
audiences since the 1960s.  Noteworthy is its
stunning artwork and imaginative and futuristic
programming.  Voltron in the 80s and recent
examples, Dragon Ball, Sailor Moon, Digimon
and Pokemon have reached international
audiences and “emerged as a new cult
category”50 around the world.  Anime represents
a formidable base of content and creativity for
Japan and a highly valuable export.  Anime is
part of Japanese culture and thanks to Pokemon
will certainly remain central to the future of
animation.
Recent projects of note:
Studio Ghibli used expensive digital
technology (3D and cell animation manipulated
with a Softimage Toon Shader, now a part of
Softimage’s 3D package, on a SGI Indigo2
Workstation) to enhance Hayao Miyazaki’s
artwork into the animated feature Princess
Mononoke. It became the only film except
Titanic to break $150 million at the box office
in Japan on its release in 1997. Gundham, as
one of Japan’s biggest animation sources, has
grossed over $5 billion  and recently extended
its reach to Canada.  Doubling the potency of
Gundham’s popularity is the merchandise, in
particular toys, being produced by Bandai
America Incorporated.51 Bandai has 53
subsidiaries in 18 countries around the globe.52

It has expanded its interests into:
kids’ entertainment, video games, multimedia,
music, film, vending machines, trading cards,
sweets, clothing.

China
The low production and labour costs make China
ideally suited for contracted animation work from
large European, Japanese and American
companies, especially when it comes to drawing.
Although animation represents a major export
business and source of income “Government
officials don’t want to see foreign cartoons in
front of 250 million Chinese children.” (William
Brent, President of China Entertainment
Network).53 China lacks the skills of directing
and scripting which truly define ‘content’ but
what their industry lacks in style, it makes up for
in common sense and probably in economics.
Recent projects of note:
Shanghai Animation, China’s largest animation
company, produces enough material to make over
200 half-hour shows a year but last year’s
revenue only reached $4.2 million (a fraction of
what Toy Story 2 took in its opening weekend).
In a move worthy of Disney bosses’ attempts at
monopolisation, the Chinese state distributor held
on to the release of Disney’s Mulan until the
timing was just right, releasing it just prior to the
end of the lucrative school holidays.

Korea
The Korea Herald boldly states that, “In terms
of animation production, Korea ranks third in
the world behind the United States and
Japan.”54 By its own admission, however,
“labour-intensive drawing works for
Hollywood-produced animations account for a
large chunk of the production.”  Education in
animation is taken seriously. The Principal of
the Korean Animation High School, Whang
Sun-Kil, says “our school was established with
the purpose of attracting students with talent
early on in their lives, giving them the chance to
enjoy a suited education that includes state-of-
the-art facilities and a motivating learning
atmosphere.”55

The Korean Ministry Culture and Tourism
reported that the local animation industry
brought in $8.1 million through exports alone
last year. Foreign imports are popular in Korea
but according to Park Kyu (Korean animation
campaigner) “our animation industry has great
potential to make globally competitive works,”
which will boost its local popularity. 
The Korean Ministry of Culture and Tourism
has also decreed that public stations broadcast a
minimum 25% of Korean-made animation per
week.  The Korean Government has recognized
that creative originality is the key to success.
The Seoul Animation Centre is being built to
train and help finance young Korean animators
– Chung Kui-Lae believes that “cartoon and
animation will become Korea’s leading cultural
goods.”  The Centre has also launched a public
awareness campaign of the history of Korean
animation in an attempt to combat the
perception that Korean animation is second rate
compared to that of Japan.  Other private
institutions also offer courses in animation
production.  Thirty colleges and universities
have two-year courses on various aspects of
cartoon and animation techniques. 
Recent projects of note:
Korea’s creative ability is still struggling to find
worldwide recognition.  However, with their
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recent 3D sci-fi animation, The Steel Force B29
Enterprise signed a distribution and investment
deal with LightPoint Entertainment, a US
animated film company.  LightPoint will be
taking 60% of the rights! Korea has been
developing its digital capabilities for some time
and according to Kim Hyouk of Korean
company B29 Enterprise, Korea has something
to contribute to what is still a developing
technique: “Digital animation is the right
direction for the future but in it’s current stage
of development, it can’t fully express the
‘human aspect’.  By developing these skills, we
added a human dimension, which Disney lacks,
to digital animation.”56 The Steel Force was the
first Korean animation to be entirely produced
with digital technology. 
KBS and Sunwoo entertainment invested $6.5
million in a new fantasy style cartoon series
called Milo’s Bug Quest which is being aired
locally and is being touted to a number of
countries. The serial is being eyed closely by
US stations CBS and Fox as well as by the
BBC.57 The support of Korea’s local networks
gives it an ideal platform with which to launch
programming internationally.

Philippines
Labour costs in the Philippines rose during the
80s and 90s which has encouraged foreign
production outfits looking for cheap labour to
shop elsewhere, notably in China, Vietnam,
Korea and India.  Despite the fact that animation
production has not grown in the Philippines half
of the US overseas production contracts still end
up going there.  The reason might be that they are
still comparatively cheap!
Devan Nair (founder of Southernlights) believes
that the Philippines has the potential to produce
valuable content saying, “There is an abundance
of local talent in animation arts in the
Philippines.  One of the reasons why Filipino
animators are being snatched up by American
firms is that they’re good.”58

Recent projects of note:
Southernlights Inc, a Singapore animation
production house, has set up in the Philippines
and is helping to set up an Institute of Animation
Arts in collusion with a local computer school
called Asia Pacific College (APC).59

Devan Nair set up kids-tv.com, which will be
releasing an animated feature film called Bee
Happie at the end of this year.  It will be released
locally but has also been translated into English for
international distribution and an airing at Cannes. 

Malaysia
Malaysia is beginning to make its presence felt in
the animation field.
Recent projects of note:
Animation in Malaysia went a step forward this
year with the creation of a commercial that
contains live action with computer-generated
(animated) images. Local production house Lensa
Film was supported by a multimedia/animation
team led by Anuar Abdullah – he formed his team
out of a batch of honour students he taught at the
Multimedia University.  The project has been
described as “a ground-breaking milestone for the
Malaysian animation industry.”60

The commercial demonstrated competence in
wireframe modelling as well as mastery of a host
of operating systems including Alias|Wavefront
MAYA, Kinetix 3D Studio MAX and other
composition software packages. 

Canada
“Savvy Canadian animation companies have
stepped forward to fill the need for programming.
Canadian companies have earned a sterling
reputation for quality service work and creative
original programmes.”61

Canada’s proximity to the US has naturally led to
a spill-over of advanced techniques and a quick
development towards future trends in animation. 
An early move towards animated Imax production
has put Canadian companies at the frontline of new
animation techniques.  Pascal Blais Productions in
Montreal was one of the first companies to follow
this route, closely followed by Disney with its
Fantasia 2000. Pascal’s development director,
Howard Huxham, noted that “some of the big
studios that were set up in Canada, notably Disney,
have been shut down, because within the feature
animation world there seems to be a tendency to
move away from the high-end quality productions
that were really in demand 3 or 4 years ago.”62

General Trends
Animative style and demand “varies by
geographic region.  In Canada and the US,
computer animation, and to some degree stop
motion and other types of visual art and
animation, seem to be very strong and prevalent.
In Mexico and South America, there’s more of a
tendency towards traditional cell animation and
animation with live action.”63

Given their large workforces and low production
costs many of the Asian countries listed above could
become animation giants if their animators become
technically proficient and take on the blossoming
Internet market.  Though the US is the current
market leader in animation and effects and takes the
largest global share of box office revenue the future
of animation may offer a more open playing field,
again caused by the ability of these territories to
adopt a more aggressive pricing structure.
The development of associations between
animation and special effects will bring closer ties
between the animation and film industries, which
will lead to significant increases in animation
revenues worldwide, especially in the US.  For
example, in Canada, Northwest Imaging & FX
(which created the effects in Stargate, SG 1 and The
Outer Limits) is “generally asked for photo-realistic
kinds of work.  Character animation is rare because
it requires a massive amount of work”64 and
consequently scriptwriters have long believed that it
“should be avoided.”65 Set extensions and the kind
of scenes in Gladiator will become more common

in film but some of the bigger developments in
animation may come from other sources.

WHAT’s NEW:
A rapidly changing and

developing world
Technology is bringing together sections of
industry which will create a completely new
medium for the transmission of “programming”
or “content” in the future. Media,
telecommunications, and entertainment are
merging due to the arrival of interactive digital
television and broadband communication.  It is
predicted that there will be 50% household
penetration of interactive TV by 2005.
Advertising, games and now programming are
increasing the use of the Internet, which offers
great opportunities to the animation industry. 
Animation is particularly wellsuited to the new
technologies.  It is web-friendly because it
transcends language and cultural barriers, while the
Internet has an unparalleled ability to target
selective or niche audiences.  Film shorts are an
obvious choice for broadcast over the
InternetInternet.  The greater aptitude of children
versus adults using the Internet makes it an obvious
site for animators to exploit.  However the
continuing problem with the Internet is working out
how to make a profit.  Most of the business models
have serious defects - no revenue for instance.

Broadband technology
Broadband technology is a data-transmission
scheme in which multiple signals share the
bandwidth of a medium.  This allows the
transmission of voice, data and video signals over
a single medium.  Cable TV uses broadband
techniques to deliver dozens of channels over one
cable.66 It will dramatically increase the ability of
companies and individuals to transmit
audiovisual material to consumers through:
cable, satellite, Internet, digital terrestrial TV
(DTT), mobile phone67.
More information can be transmitted for little or
no cost.  Interactivity is central to the philosophy
of new communication technology and it will
therefore influence future programming.
This new technology will allow producers to take
their programmes straight to a cable network
provider, ridding them of the need for an
intermediary. A proliferation of new channels is thus
expected and survival will depend on popularity and
probably a very large marketing budget.
TV access to the Internet
Current access to the Internet via TV is
unsatisfactory due to the graphic quality caused by
limited screen resolution.  However, as this
improves there is no reason why Internet
audiovisual programmes cannot be viewed
alongside those from cable and terrestrial providers
through the same screen at the touch of a button. 
Broadband has excellent applications for cable
TV and new partnerships are being formed and
negotiated between cable networks and
entertainment companies (those owning content): 
Vis (video games company) has recently signed a
deal with UK cable operator, Telewest.  Vis will
supply multi-player games for use on Telewest’s
network – players will be able to interact with one
another using the games and the resulting images
will appear on their TV screens.

ANIMATION PART I
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Telewest has a separate website with an
interactive animation program called Flash
Boyfriend – a popular site for teenage girls. 
Websites having the ability to broadcast through
the TV might be seen as threats to both the TV and
animation industry but it would give the consumer
nearly unlimited choice.  Consequently, there is a
reticence to develop and introduce the technology.
“Internet protocols can be used to broadcast
products on the TV, but that will not happen any
time quickly because the manufacturers of the set
top box and the people controlling the gateway to
the television are not allowing access to the net to
show and stream entertainment products.”68

Advantages of Internet technology
Howard Huxham, producer at Pascal Blais
Production in Montreal69 observes the global trend
that companies with “dot-com spin-offs are growing
the quickest.” Even animators in the Philippines are
gearing up to provide “content for websites.”  
Internet as a marketplace
The following are examples of how publicity via
the InternetInternet can raise the profile of certain
projects:
The Blair Witch Project used its Internet
campaign to successfully promote the film.
Big Brother obtained a substantial web following
albeit with mostly poor images. More
programmes are becoming web-exclusive or
even using TV to promote Internet programming,
as with the Internet docusoap, “Fame Factory.” 
It is very easy to target niche markets via the
Internet.  Further examples of how the animation
industry is exploiting InternetInternet
opportunities are given in Appendix II.
Technological developments:
Spielberg’s ILM-produced (Industrial Light and
Magic) Jurassic Park proved that 3D computer
animation was the production tool of the future.
Advances in technology have led to faster and cheaper
hardware and off-the-shelf software programs. 
“Now for under $3,000 you can have a powerful
system that can do practically anything. Less
than a decade ago, 1 Gig of RAM would cost
approximately $45,000, now it can be had for
about $1,500.”70

Today, even the most steadfast 2D animators
have upgraded their facilities to face the future of
motion capture and CGI. 

Highlighted below are some of the leading
innovations with which modern animators have
tackled recent projects.71

3D Animation
Provides the ability to combine live action and
animation in a 3D environment where the characters
can be examined from every angle like a ‘real’object.

Ray Tracing
Renders 3D animation with advanced lighting,
which makes the animation look more life-like
through the addition of shadows and reflections.

Digital Scanning
Scans photos into your computer for use as
background or archive material, scanning of Cel
animation allows digital ‘ink and painting’.

Accelerators
Pentium’s line of faster processors and CPU’s
have greatly increased the speed and efficiency of
animation on PC workstations.

Vector Scanning
Helps animators avoid resolution changes in
images from scanning.

Patch Modelling
Reduces file sizes of complicated models and
provides a better solution for organic modelling. 

Motion Capture
Use of optical and magnetic tracking devices to
record human movement and applying that motion
data to computer-generated characters. It creates
animation much faster and cheaper than by
traditional means. Systems are now more flexible
than ever and available for under $100,000.

Inverse Kinematics
Enables animators to work like a “puppeteer” by
using defined images of the structure of their
animated creations to make more precise and
predictable movements.

Digital Ink and Paint
Digital systems are now available from software
companies for between $1,000 and $3,500 per
license, making it a viable alternative to traditional
techniques of ink-and-paint in cell animation.

Particle Systems
The use of particles in computer-generated special
effects, as seen in features like Titanic and The
Mummy, help animators create realistic scenes like
fire, smoke, explosions, snow, rain, storms and mist. 

Realtime Rendering
Open GL is a popular graphics protocol from SGI
which offers an interactive view in creating 3D
animation applications, allowing real-time update
of animation.

ANIMATION PART I
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Procedural Animation
Involves building a library of motions,
recalling them and creating animation by
blending them together.

Flash Animation
Allows animators to project their images across
the Internet without dependency on broadband
(e.g. Adobe).

Procedural Textures
Tools for providing animated characters with
realistic finishing through cloth and hair
simulators.

Internet income
Advertising is the most straightforward and
common form of raising income from the
InternetInternet.  

Banner advertising
Some companies have devised a means of
receiving income using this model.  Working in
partnership, companies share revenue when
business is gained from their partner(s) and
contact(s), the contact being traced via website
or portal.  According to an analysis in this
year’s Newswire72 the revenues generated by
banner advertising “doubles every year.” The
number of banner advertising networks and ad-
supported sites increased by 22% in the first
quarter of 2000 and it is now accepted as an
effective method of advertising.  Increased
bandwidth will allow for more innovative
(animation-based) banners.

Part Two continues tomorrow.
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