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4.4

The Future of Film mEUE_o: ang Exhibition

Janet Wasko

The Intarnat Is revoiutionizing TV ahd motion piciures.
Mayra Langdon Riesman, Filn Scouds'

You hava to open your eyes, and your vision has to encompass the whole picture. You really
have to feel it ... movies, ﬂm_ms ion, U<mu_ Internst. I¥'s ail the same thing, just different
configurations .. . it's an incredible landscape.

Quincy Jones, fusician and fim producer’

£-cinema s possibly ihe greatest revolution since Al Jolson openad his mouth on screen.
Palrick von Sychowski, Scresn Digest

Even though there is much ado over the Internet and digitet media, medels of disti-
pution and exhibition for riew media forms are st somewhat unclear. Atthough the
future Is ‘blurred and murky’, and the risks of speculating are well known, that does not
stop mahy media observers from engaging in rampant crystal-ball gazing and exvbsrant
predictions.

Rather than being swept into what Vingert Mosco has called ‘the near refigious tran-
scendence’ of cylerspace,” it is important to look at what is aciually changing, what may
change in the future and what may also remain the same because of the political economic
context i which these changes are taking place. Whitle ﬁ«mg_owﬁm new modeis of distri-
bution for the wide range of new redia is a formiciable and someéwhat perilous task, this
chapter will be limited to speculation about future distribution and exhibition models for
films, Mdre specificaly, it will focus on the commergial film industry in the US, otherwise
known as Hollywood. In addition, the focus is mestly on the US market, even though
Holliwood companies are all pait of trahsnationa! congiomeraias for which the global enter-
tainment market i inGreasingly iroportant.

Sf:m iss tricky to Sort out the Various technologies that may be involved and how they
may evolve, the following mwnmosm will explore %wo_a_au devetopments in film distribution
via video-on-demand {(vOD), Uliising the internet, cable, and telephone lines or digital
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m%mo:.g_\ ine ﬁmum_.v_ followed by an overview of digital cinemas or e-cinema. As the evol-
ution ow these developments is mcama not only by the technology .Mwm_m_ but also by more
general economic gnd politicat tendencies, some of this discussidn Em< well provide cluss
as to how the a_w%w:ﬁ_oa of other forms of new madia may evolve.

It also should be noted that sorne of the projects or systems discussed might be gone
by the time this chapter appears In pririt. Some of the claims should alsd be donsidared
‘forward-iooking statements’, a t&rm that US regutatory mmmmnmmm require mcﬁ@wmzonw o
use when speculating about expected future busingss.s

<_Dm0-0Z-U.m§>ZD” INTERNET

Some of the excitement over the inteimet has besn prompted by the possibilities for dis-
tributing new and interesting entertainmerit forms. Currertly, short fimé and some
inclapendent feature fimms are distrifuted via the Internet at sites such as Atomfims,
i, com, CiremaNow, CinemaPop and Hypnotic. Of course, Hollywood has always
looked 1o such independent and experimental mxmm:mﬁ_cmm for inriovative ideas, and, these
days, everyone seems to ne looking for the next Blair Witch Project : 209), Nevartheless,
the Bmmow Hollywood comipanies mostly have besn unsuccsssful in developing Internet
sites with new content.® N

Anpther posshility is the n:mg retease of wmmﬂa films via the Internet. On 5 May 2000,
SightSound.com released ﬁ:m Quantuim Project, biled as the ‘first direct-to-Internet movis’,
with a $3 million budgst which aliowsd for known actors and relatively high production
values. St major Holiywood fims continue to e released first in cinemas, with litfle dis-
tugsion of changing this release pattern.

Ta_zéooa seams mostly concerned with the internet as an additional outlet for the dis-
tribution of lms sore time after they have appeared in cinemas. In March 2001, Motion
Picture Assoclation of America [MPAA) head Jack Valenti announcad that, within a vear,
Hollywood features would be avallable to dowhioad from the Internet. “The studics have a
zmwomp\ of &mﬁoz:@. waiting and mﬁ%z@. They wotdd have preferred to be able to do that,
but the experience with Napster has toid them that option s not available,” says Skip Paul,
a former Unlversal executive who is now chairman of iFilm,.com.”

Even though ij studios are reported o be formulating seripus nternet strategies as of
Summer 2003, it i still unclear how the onfine distribution of Io_wgoam fims will unfold.
Ssveral scenarios were Dossible: independent sites or middlernen; each maior émr its own
site; one site for all majors; or severat jointly owned sites.

The dnjy option that does not seem likely is one jointly oémma channel, becalise of
obvious ma*;_ﬁmw violations.® While many may consider the distributors’ ownership of m:<
extibition outlsls to be problematic, It seems m_wmz that the majgrs will gather more
additional revenues from distribution to a pumber of different sites after issugs of control are
mmw_ma as Ewm be amwocmwma below. A faw examples of existing services or plans for future
sites Emm be a_wocmwmn_ briefiy i the Hext sections.
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EXAMPLE: INDEPENDENT SITE

SightSound Technclogies Is a six-year-old oomjuma< that claims to have rented the first ful-
_mjmﬂw filrn Qoss_a.mﬁma over the Internet in 1999, In January 2001, the service also offered
Miramax's 1889 featuré film Guinevere 1o be downloaded (not streamed) for a 24-hour
viewing ficence at $3.49. The claim is that it was the first Hollywood film offered online in &
legal, non-pirated way.® The Disney-owned Miramax also made a deal to offer 12 full-length
fgatures on SightSound.com, which offers other fims (mostly pomography and cheap
independcient films} for downlcading.

During the summer of 2001, the oo%@m% appeared {0 be struggling to stay afioat,
putting its workforce and complaining that: 'For the fast ten years, the major motion picture
stydios and the maier record wm,Umu_m have mainfained an unnatwral prohibition with their
content on the Internet. And itis their unwillingress 1o ulilise this hew and useful way to dis-
fribute movies and music Emﬁ has forced SigntSound Technologies to where it is today. ™

EXAMPLE: MAJOR STUDIO-OWNED SITE
In August 2001, five of the major studios announced plans for a joint on-demand service
that would offer oid and new releasis for broadoand Internet users in the US. The partici-
wm:mm included MGM, Paramount, Universal, Wamer Bros. and Sony. The site was likely to
be m varsion of moEm Z_osm._uz {but using another nams}, and planned to allow viewers to
Browse a “virtual' video store, lock &t the front and back of the *box’, and view film stills.
Anti-piracy software, or Digital Rights Management {DRM}, was to employ codes to prevent
uhauthorised copying. Significantdy, Disney and Fox wers not part of the aliance, but were
said 1o be cdnsidering a joint project offering hetr films to Internet customers.

~ Beyond the antitrust implications of sych arrangements, other complications involve the
amm.oﬂ studios’ corporate connettions with cable and video companies. For exampls,
Paramount’s onfine activitiés could run mto conflict with sister company, Blockbuster, as
would Warner BroS. with Time Wamers cable operations and AOUs online and television
ventres.

EXAMPLE: §_ZOB w.ﬂCD_O O<<Zm_u SITE

CinemalNow started w:mmﬁm@ _:Qmmmwgmﬁ films koth for free and for & fes In November
1099: The site is partly owned by Lions Gate Entertainment, but also hes recelved funding
ﬁoa Microsoft and Blockbuster. Oﬁmimzmvs\ offers fea-based films in their fraditional pay-
per-view window and a subscription service. In June 2001, holfywood.com foined
CinemaNow, which offers pay-per-view fims for $2.99 each, available for streaming at any
M_Bm during a 48-hour éﬁaos_ from the time of purchase. Cinemanow’s fibrary includes
more thar 1000 films, mostly from independient cormpanies (see plate 09),

INTERNET ISSUES
While the Internet continues 1o attract a good deal of attention, fechnological and
economic questiohs remain. The technology has %&508 rapicly, with broadband
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Internet connections angd compression technology making it possible H“o fransmit large
amounts of deti relatively quickly, Acgording to the US General Accouniing Cffice, mora
thari 100 milion Americans are onling in SOME waly; NOWeVer, anly about 12 per cent have
high-speed or broadband accéss. Thus, for most people, ﬂmom_sﬁ@ feature fims via com-
puters still is & relatively siow and cumbersome option and wit ﬂmamj so for the near futyre.
For wxmngm several reporiers reported nUMerous obstacles before managing to download
Guinevere when i bécame available in early 2001, One writer xmuonmu that, even at opti-
mum speed, it took approximately 24 hotirs for the actual Qoém foad to take place. Ancther
noteéd that, 'Watchinig a film . .. whils _mm;ﬁm forward staring atd i computer isn't exactly 8
pring-out-the-popeorr kind ow axperiencs, Fiftesn mihutes Inta the film | gave up and took
ry dog for a Emmx i \

Besides the gnawing question of whether there are encugh people who émmm pay i waich
movies on computers, the othér pressing issue, of course, is U_ﬂmo< In & world where digi-
tat copies of films do not deterioraie with éach copy, Hollywood is obviously concerned that
digital U:mwmm can easiy produce rcmm quantities of copies, cuickly, inexpensively and from
anywhere. <§3 the industry alreadly claiming a $2 bition loss from fhe piracy of audiovisual
products, n__m_wmma versions of Hollywood films present serious Qov ems.

One estimate is that Holiywood w._Bm are traded onlfine nearly 500,000 times each day
from hundreds of sites. MediaForce, 'an ondine company that tracks pirated digital contert,
o_mmBma tniat a mion pirated downloads oocurred during the montt of June 2001, inclld-
ing bok-office hits such as Lara Croft: Tomb Raider, Shrek and Péar! Harbor,

The _:acﬂém anti-piracy efforts are led by the MPAA, which is working on uo_aom_ 3ot
utions, S::m to convince governments to enact strong legal Qoﬁmoaozw such as the Digital
Millerinium OouS@% Act of 1998. Like the music labels, the studios have chaosen fo chal-
mmsmm piracy first in court. The industry todk on iCraveTy, an onfine re-broadcaster basad in
Om;mam and RecordTV, an oring video recorder made availsble to the public by a
company based in Agoura Hils, California. It then crippled Scour Exchange, which went
bankrupt within months of a suit being served.

In Lm:r_mé 2000, the major Hollywood studios won an _:ﬁomma battle when a US
Pigtrict Court found in their favour in a case that challenged the public posting of program-
ming code that makeas it easy to copy DVE movies. Most Hofywood movies on DVD include
C8S ﬁc%m% Scramble Systern), which has besn used since 1886, With the codea break-
ing wﬁﬂma galled DeCSS (Decrypt the Coritent Scramble mﬁﬁi DVDs oan be u_mﬁwa an
any system. The code was published in 2600: The Hacker Cluarterly, oommamaa the bible
of ymowmﬂ publications, end voﬁra on its Web site (www. 2600.com). Ong report summed
up the court's decision on 5@ cass, :o*_mm that, ‘The tialwas a rogt. The US District Court
Eu@m ruled in favor of the eight studios on every point.”™

Whils technologléal issues c_gBmﬁ_Z ey be sorted out, with some opvious help from
the mo<m_ nrment; :‘_www are st ecénomic questions to be answered. A major concern is how
to profit from this new form of a_mﬁv_.m_o: While othar distribution outiets have provided

additionat profits with little added costs {for example, telavision, cable, videocasssties,
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DVD, and so or}, Internst distribution may be differént. Content providers, such as the
major firm studios, may Have to pay per-stream icensing costs to software companies such
as RealNetworks or QuickTime so that customers gan view videos, as well as per-stream
charges to internst service n_.o<ﬁmwm such ag AT&T. As one analyst recently explained, ‘The
early model for broadband has been TV, But broadband is exactly the opposite of the
broadcast world. Your costs go up as your audiénce grows.™

This also expiains why advertising may not be included. The size of audience neaded to
support advertising may not be cOmmwwmm without prohibitive costs. Howaver, other analysts
assums that the major film studios will solvé these issues by distributing thelr fims from their
own servers, with relatively low distribution costs.™

if revenues are .wc;:mosw:m from some kind of Internet distribution, other questions
remnain about the timing, or ‘window’, of a film's Internet release, and whether uitimately it
will replacs video and/or pay-TV. m@Z,m to Internet distripution will have to be negotiated,
especially for past fiims where such rights have not besn imaghned, rmuch less specified.
These include issues refating to territory, as well as payments to talent and licensors.”
Certainly, internet distribution rights wit have to become an essential part of Hollywood
deals, if they are not airbady.

OTHER INTERNET USES
While the Hollywood majors are fighting a_m;mm pirates and sorting out ways to officially dis-
tribute their wares via the internet, they also are using the technciogy in other ways. |
additich to sites that offer industry risws and information, all of the majors have Web sftes
that promote thalr various businessses, as well as sites for Individual films. Currently, the
Intérnet could be thought of as ‘just another médiun to market in, like print, radio, theater
and ielevision','®
After all, the technology offers new possibilities for ‘one-to-one marketing', using date-

hases of moviegoers with uwwwmauomm and E&_mm, and targsted e-mail promotions. The
sites also can he used 1o 'build communities’, An example: Sony TriStar's Starship Troopers
site fadturad “Mobite Infariry’ that users could employ 1o join the battie against the giant

alien bugs, while Trooper 1D screeds provided links to other users’ sites. The Starship site
had attracted owver 30, 000 users by Summer 2000, thus Qosg:@ free 9039_0: for the
film. By 1997, 40 per ceént of the movie sites onfine had interactive mﬂzdcﬁmw_ such as
games or culizzes, and 30 per cént had communily fegtures.”

SUm0-0Z-OmZmb,ZU_ (VOD}: O>m_|w

Some commentators bellave that the rmajors would prefer an Internet/television combi-
naticn, moving from a personat computer Rmmo.é to a ielevision-ike platform. in other
words, they would prefér getting the potatoss back 1o the couch for ‘lean back” rather than
‘lean forward’ W@mxwomommmm. A television setting, with more sophisticated remote control
devices and interactive electronic télevisior] programme guides, will allow not only films to
be m._mw?maa on demand, but pizza and othef Bmmmwrmmammm as well.
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VOD revenue is predicted to be $192 million for 2001 and to increase fo $4.75 billion by
2005, Enthusiasts predict that VOB Househiclds will reach 378 miflon by 2005. However,
these estimates are made with the assumption that these semnvices wil be able to offer
Holywood films,® i 44 milion homes are using VOD by 2010, the mmarket may be worth
anywherg from $2 bilion to $6 bilion a year. One report estimates that at least $1 billon in
additionat revenues may be forthcoming for the studios, which generally get about 50 per
cént of pay-perview revenues from cable and satellite companigs.”

But VOD defvered by cable Is also dependent on the huge multiple-system operators
{MSOs}, such ag Time Warner Cable, Insight Communications, Cox and Comcast, Also
nvolved are the no«mwum:_mw prodticing the technology that will ag gregate and store the con-
tent, companies such as Concurrent, Dernand Vicieo, DIVA, nCUBE and SeaChange. When
VOD on cable f :m_z takes off, sales for such mgc_uam:w is expected to reach $1-2 bilion
per year within the next five years,

One of the senvices that could become a major player is IN Demand, the industry
pay- umvs@z consortium owned U< AT&T, Time Warner and Comcast, the three largest
cable operators in the US. However, cable systems are also developing their own VOD
SEMVICES.

Another verslor of film distribution via cable Is subscription VOD {or SVOD). For & single
monthly fee, usually between $6 and $10 above basic subscription fees, mc_umouwmﬂm have
access 1o a list of titles that change every rhonth. The movies afe available acumm the usual
pay-TV window. Early mmo;w to implement a varsion of SVOD includer Imwo and Time
Warnar's Full Service Network (FSN) trial in Orando, Florida, in the early 1990s, and
Viacdm's Showtime Anvtime, tested in Castro Valley, California, i 1893, The senvices
experienced techriical and economic challenges, but have contributed impdrtant consumer
rdsearch and business modsfing for these companies’ current plans.

HBO is wmmu:m an SVOD servics called HBO On Demand, in Columbia, South Carolipa,
which allows subscribers to watch driginal HBO programming, including The mowoamnom and
Sex and the Gity, as well as fims from Warner Bros,, DreamWorks and Fox. The service is
set up fke pay-per view, although subscribers can watch films whenever they want,
Shawtime planned 1o vm@_: wials sometime in 2007 with a sefvice that would offer films
from Paramouint and _<_D_§ plus original prograpming.

A m_B__mﬂ senvice is m_amnwv‘ offered by Starz Encore, & subsidiary of Liberty Medla, which
clejms that it is the largést provider of cable and satellite-delivered b:w_j_ua movie channsls

in the US, Starz Entoré owns 15 domestic channels and offers various themed film pack-
ages, includirig filmé from D_m:m<_ wo:< and Univarsal.

VIDEQ-ON-DEMAND; DSL

Another VOD option is delivery by way of Ews,mvmma Wm,muso:m lines. An example is
intertainer, a service that sénds its signals over private computer :95_95. connecting to
homes elther by DSL or mewm_ cable. Consumers buy a device mrmﬁ switches the m_m_mm_
from thelr computer to their television set. Most customers receiva the sepvice via DSLE,
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whiich involves going to the Intertainer icon on the DSL provider's home Web page th

them into the computer rigtwork, After typing in a password, customers o:oomw a w_& -
are billed either through their credit card or their DSL provider. Intertainer may m,@;cuzm MM
MMM_MHW as an added feature of Q_m_ﬂm_ cable, available througl: a set-top box with remote

Criginally formed in 1998, the project includes a range of investors, including Comcast
Intef, Microsoft, NBC, Sony ahd Quyast. The service offers recent motion pictures fom m.
number of major studios (Universal, Warner Bros., DreamWorks, Fox, New Line Cinema
Columbia/TriStarn and 0:05@ options that include pay-per-view and package options. <<§_m
Intertainer currently offers fi s after their home video release like other VOD senvices, it ks
unclear how much of its programme fees go to content providers. Afso, Comncast is the only
cable operator that is testing the senvice, so it will probably have to continue to rely mostly
on ﬁmwmu:o:w companies’ DSL services,

It i unclear how successful Intertainer will become, as much depends on relationships
with hoth the Io__saooa content providers and, eventually, cable Operators. A similar
service was Qmuzmg _umgmm:wwooxgman the video store giant, and Envon, a telecom-
munications company. EBEntertainmant was 1o be a ‘high-speed, closed phone lins VOD
service'. Howsver, only MGM agreed to offer its fim archives, and, without much support
from thee major Hollywood studios, the project foided in mid-2001. While Hollywond's lack
Q. co-operation may have represented & wait-and-see attituds, it also seems fkely that the
studios intended o prevent Biockblister from gaining an advartage in vet another lucrative
outlet for their products.

VOD ISSUES

Even though many feel that VOD, in cne fobrs or another, is inevitable, there are still soms
csamo_cma issues. it seems clear that gable companies want VOD to better compete with
satelife services, and they feel that they nesd Hollywood fims. However, one of their big
UBEm.Sm i the reluctance of Holtywood companies to w&uue content. As the head of
<wmoo& explained recently at & cable industry convention: ‘Paramount wanis to make
money with its films, and sa,.maiom-n_ﬁm:;m:a could end up displacing existing revenus from
video rentals and sales”.® Of course, home video is the single largest revenus source for
Heltywood films, attracting over $15 bilion it 2000. Thus, any form of VOD will need fo
supplement, but not defract from, home video revenuss, or else completely replace those

evenues.

The timing of VOD releases and the licensing arrangemmients between the studios and
<O._u companies are key issues, According to some ,,moc_\omm. the studlos are demanding
around 70 per cent of the revenue from VOD, aithough Universal's deal with iN Demand is
szid {0 be a 60 per cent deal® c%m some of thesa wmovg_.nww and economic wrinkles are
ironed out, video-on-dermand may continue to be, as many observers have already noted
videc on delay’.
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ELECTRONIC OR DIGITAL CINEMAS

People won't stay away from the theater. They like to be in & crowd, get out of the houss, go
oh dates — they like the whole movie-going mxnmnm:.om_ | do see onfine and thedters as
a_mm_wé release patterna. The online fimé will not be considered as good as what's in the
theaters, Today, if a movie is reledsed directly to video, or on cable, ¥ is seen to be subty
inferior. THat's not aways the case, but that's the way people see it, If you mads a really good
mowvis, <cm wouldr't ralease it online. Theatrical refeages will still be the way Timmakers warit

1o gat thelr fims out.
Roger £ben®

After years of speculation, the technology and support for electronic or digital distri-
sution of films 1o ¢iremas & developing rapicly. E-cinema or a_@_ﬁm_ cinema involves fim
prints converted o electronic form, digitised and mﬁoé_uwma then transmitted from a
central sefver to cinernas via DVD, satellite or fibre-optic iink, and projected on elec-
fronic projectors.

Over the past few years, varidus demonsirations have shown that the guality is improv-
ing and may finally be acceptable 1© the filrn Industry. Digital versions of Bmhoq fims have
besn demonstrated at trade shows, including a sereaning of Star Wars m_caco.m 1: The
Phantorri Menace at Showest '09. {Around that time, George Lucas vowad 1o reléase the
next Star Wars instalment only in a digital format.) In addition, a few difyital cinermas have
screened digital versions of Disnay's Mission fo Mars, Dinosayr and Toy Story B, as well as
_nsm__ Fantasy, during the summer of 2001,

“The industry is making proiysss in establishing tachrical standards through organis-
ations such as the Society of Motion Picture and Television Enginéers { (SMPTE) and the
Motich Picture Exgerts Group (MPEG); as well as the Nati iondl Association of Theatér
Owners, HZB.Q dnd thé MPAA* Several e-cihema systems sgem to be émerging. The onie
most often mentioned js Texas Instruments’ Digital Light muaowmmn:@ (DLP) system, which
usis a digital micro-mirror device. Thé company has three major ficensees, Barco, Christie
U.@mm_ and Digital wuammo:on and is Sgen by some as the indlstry leader. Meanwhile,
Hughes- -VE, a company owned by Sw Victor Company of Japan, is developing a m<wﬂm3
pased on Dirsct Drive Image Light Ampliier {D- -ILA), using liquid chystals on a 5080:5
Another contender s Technictlors Digitat Cinema, developéd In conjuriction with
Qualcomm, By mid-2001, 31 sltes were participating n a demongtration programme {hat
Bgcama Technicolon Texas Instruments m:u Disrney.

As noted above, distribution of digital Em is possible by DVD, sateliité or fibra-optic ink.
Uttimately, satellite distribution may ba the most sfficient metiibd and has been demon-
mﬁmﬁmu with technology developed by the Bobking Company. The systeri is supported by
the ocmjnmwzm military satellite experierice, presenting intaresting phiential m___m;omm >m_m§
Miramax has participated in mm% tests, offering its feature fiim Bounce for & trial rdn of the
syster in March 2000 and Spy Kids for another demonstration in March 2001
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Both Disney and moE, as well as other indusiry sources, have shown enthusiasm for
e-cinema. Accordingto a .wn.wmmm Digsst report, there are likely to be an estimated 10,000
amm:mwmoﬂmmsm worldwide by 2006 and a complete transition E._ﬁ: 20 years. The mw&wcm._,
astic report also predicis that almost 10C per cent of the major Hollywood studios’ films will
be available both in %@WE_ and convertional 36mm format by the end of 2004.%

Many of the advaptages cited by e-cinéma’s supporters are apparent. The most obvious
is the elimination of film nmmﬁm. which cost on average $3 miffion for a major film, or around
$1500 per print. Often 3000 to 4000 prints are produced for each film, with the total gichal
cost of prints estimated at $5 bilion each year® Digital versions of films also eliminate ths
wear and tear thaf is common with film prints, with fewer scratches and less dust. In
addition, multi-language audio tracks become possaible, as well as simultaneous worldwide
release dates. Distributors would be able to move poorly performing fims more easiy or
possibly after or re-edit fims Lan: g their theatrical runs.

m‘o_smbm are envisioned ag multi-format outlets featuring films, five concerts and other
mmnmomm_ events, corporate maetings, and s on, which could help some cinemas earn des-
_ummmﬂmmx needed extra revenues. .jmm type of aclivity is already happening in Canada at
Viacom’s Famous Players clnemas, which feature live pay-per-view wrestling from the
World Wresting Federation, emploving Bell FxpressVu satelfte operations. Another
additional source of income might be advertising from locat sourcas, which may be enthu-
siastically welcomed Dy some, while tredded by others. With digital projection, individual
cinamas right .m_mo be ahle to sthedue woﬂmm;mgmm more easily to accommodate public
dernand, as well a8 saving on |ess labour-intensive projection. Athough cinema projection
is alreally often mcwoam*ma. further wmﬁm.momo.:m in labour costs may be possible.

While there are clegr advantages and most believe that a..@wm_ cinema is an inevitability,
there are some formidable cuastions that witl need to be answersd hefore widespread dig-
zm_ exhibitlon is a realify. >m@m$. security and control are key issues. Even with encryption
systems, the potential for pirating cinema-quality versions of new films is far more ominous
than with current pirated prints, which often are copies of tapes shot from projected films
in cinemas.

With a number of companies developing digital cingma technology, there are likely fo be
compatibility issues. it is wg_ unclear whether there will be cne standard or ‘open architec-
ture” aljowing more than one system to Um used. In ma ition, questons prevail regarding the
compatibility of encryption and compression equipment.

m.,moﬁmﬂ issue that s-cinema enthusjasts seem to overlook has to do with the advantages
of filn projectors that are not only less expensive, but more rugged and universally adapt-
able as well. Fvan i the costs come down for electronic systems, the e-cinema equipment
3@_ rapidly becoms obsolete, EMU constant new developments in digital technology.

Moréover, there is the crifica) lssue of cost. Although prices for digital projectors are
dropping {from $220,000-$240,000 to $160,000 in just one year}, they still are major invest-
ménts compared to a2 35mm projection system that is currently priced at around
$30,000-40,000. Most analysts agree that digital systems miust be around $100,000 to be
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viable. With the total cost of converting 100,000 soreens around the world at an estimated
$25 billion, the big qusstion ¥s: who will pay? .

in a recent trads paper article, one exhibitor expressed the sentiments of many other
cinema owrlars, mxu_mmmwzmn “We Kndw exdotly what we are prepared to pay to move to
am@nmm“ nothing.'® §w3< of the major US cinema chaliis wilf be hard-pressed to make such
substantial 5<m%3m%m a8 recent cinema Upgrading has left a number of them in or near
Um:xERo« One proposal has suggested that a consortium 9« the major studios fund the
new projection systems, but It e untikely that the majors wil agree. More than one mEQwo
exacutive nas explained that it is ug to the exhibitors to fund the new technology a5 one of
thie cosis of doing Uﬁmﬁmmm Angthgr option i§ from Technicolor Digital: the corhpany wil
install systems at no cost 1o mxy__unoﬂm or distributors, but charde .mxnwgﬁoa 12.5 cerilg per
oaﬁo?mw and charge faes to studios to distribute films electrorically. Clearly, this is a ¢ru-
cial issue that will need to be resolved before e:cingmas become the norm.

Furthermore, even though the distributors seem 1o be the most Sbvious benefactors of
the new systems, it is unclear whether they will be wiling 10 give cinema pwners any
advantages in new exhibition licensing arrangements, where many woild argue that the
distributors now have the upper hand.

Nonetheless, the enthusiasm over - o_:wwam is @8&5@, with Qoé.:m repofis and claims
by industry spokespecple, who anticipate Emmo.ﬂ changes and Increased oppartunities.
Pattick von Sychowski, author of the previously mentioned Screen Digest report, com-
ments: ‘Slsctronic cinema s an entlraly new mediuzn and as yet the industyy hash't had the
opportunity 1o grasp its il Hnmow '® Eoiremas may be commonplace sornetime in the
futare; however, it is csanmf that these thorny issues will be sorted out in time for an all-
digital first run of Star Wars Episoda if when it is mowmac_ma ip open in 2005.

THE UNCERTAIN BUT mmmmmo.ﬁxmrm FUTURE
From this brief and speculative overview, it séems ceriain that there will be njmzemm in film
distribution ang exhibitior: In the future. In addition, these developments wil ooaﬁ_:mm o be
accompanied by a series of familar prornises and hopes. As with the introduction of cable
and video technologies, new fams of aﬁwm_ distribution and exhibitjon have been assodi-
ated with the prospect of more donsumer choice and oo&msw diversity, as well as more
independent produstion and expanded competition. Some have again predicted a 'shift of
power' frorn the studios to independent ag-ﬁ.mwma, Others have sugdested that; when all
is said and done, major films wil stil appear in cinemas with elactionic Bquipment, and
Weh-enable telévision will faature Hiferent tiers of content: mass market fare, ‘edgy’ pay-
cable channels, and _:am_ummam% and experimental fare for niche mca_m:mmm o

However, as this ciscussion mcmcmmwmy it may be safe to uﬂma_oﬁ that the major Io:«éooa
studios, as part oﬂ well-heslsd ransnational conglomerate oﬁm:_wmﬁ_osm will pontinue to be
the dominant forcas in guiding whatever models prevall, at least in the US market. They
have the desired content, they already dominate other distribution outlets anid they will con-
tinue 1o receive whatever help is necessary from a political system that mostly mcﬁv_onm their
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success. In other words, i i5 clear to at least some cbservers that video-on-demand and
e-cinema promise 1o maintain and exiénd the studios contra! over distribution

d._cm despite the cmomnm_m? about the future, It is safe to predict that soma things will
rermain ﬂ:m same. Again, there is continuity as well as change in store for the entertainment
industry. Moreover, it is certain that profit will continue Mo be the major motivation for
change. Despite the %m»o:o of providing choices and atcess for censumers, the self-
stated aim of the mwca_om is 10 maké money. More money. Lots of money. Decisions will be
made with that gdat in mingd. .

MPAA head Jack Valenti, has observed that the future is ‘blurred and muriy’, and the
only thing that is certain i that the studios will not distribute fi _3w in the same way any more,
What also sesms certaln I3 that the éntertalnment and Bma_m transnational corporations will
continue to dominate whatever new distribution and exhibition models evolve, operating
under the same cverall m:m&@mmm as in the past,
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