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T he m otion pictu re stu dio

History & Econom ics

A brief description of the process-
u ncha ng ed  for a b ou t a  centu ry

u 3 sta g es in prod u ction
– Prod u ction

v G etting  from  initia l id ea  to the m a ster print
– Distribu tion

v G etting  copies of the m a ster print ou t to the thea ters
v Prom otion a nd  a d vertising

– Exhibition
v The thea ter itself

In the beg inning

u 1896 - 190 8
– Cha os
– M ovies a re tw o reelers presented  a s novelties
– Era  of nick elod eon
– Low er cla ss a u d ience
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Ea rly consolida tion 190 8-17?

u “Tru st”
– Ed ison interests com bine w ith others to control a ll essentia l

pa tents
– no interest in prod u ct innova tion
– m ovies still low  cla ss

u Ind epend ents a re a  response to this
– W ho a re w e ta lk ing  a bou t

v Zu k or, W a rners, Fox, La em m le, M a yer
– Stu d ios from  ind epend ents

– M ost ha ve a  reta il ba ck g rou nd  (m ost in clothing )
– Shu t ou t by Ed ison interests
– Sta rt in exhibition
– Innova tion: fea tu re leng th film , sta r system  (M cDona ld )

T he Stu dio Era  1920 ?-1950

u Big  stu d ios a re fu lly integ ra ted  in m ovies
– prod u ction
– exhibition
– d istribu tion

u Innova tions
– contra ct pla yer system
– sou nd  solid ifies integ ra tion into thea tre ow nership

v note tha t sou nd  is a ctu a lly introd u ced  by w ea k  stu d io
(W a rners) over opposition from  strong er stu d ios

u Bi-Coa sta l M a na g em ent
– m oney in NY, m ovies in LA

Stu dios in stu dio era

u Big  five fu lly integ ra ted
– M G M , RK O, Pa ra m ou nt, W a rner’s, 20 th Centu ry - Fox

u Colu m bia  a nd  U niversa l prod u ce a nd  d istribu te,
bu t ow n no thea tres

u U nited  Artists fu nctions only a s d istribu tor, bu t
w ill fina nce if it ha s to
– U A thea tre cha in is a  sepa ra te com pa ny

u Now  a d d  Disney, RK O g one
u Specia liza tion
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Stu dios a nd sta rs du ring  stu dio era

u M ost sta rs u nd er long  term  contra ct
u Ra re for sta r to ha ve ow n prod u ction com pa ny

– Contra st w ith pre-stu d io era
– Exa m ple of M a ry Pick ford

u Som e sha ring  contra cts

Stu dios a nd  exhibitors du ring  stu dio
era

u Stu d ios ha d  thea tre cha ins
– No stu d io prod u ced  enou g h m ovies to m eet a ll of the need s

of their cha in
– G eog ra phic concentra tion of cha ins

v Stu d ios d id  not lim it pictu res to ow ned  cha ins

u Non-stu d io exhibitors
– Bloc book ing
– Clea ra nce system

Post-Stu dio Era

u “Pa ra m ou nt” d ecrees force stu d ios to split off
exhibition, bu t a re a llow ed  to k eep prod u ction a nd
d istribu tion
– M G M  is la st to settle (1956)

u This tim ing  coincid es w ith 2 m a jor trend s
– rise of television
– m ove to su bu rbs a nd  a ssocia ted  d ecline in centra l bu siness

d istricts
u Stu d ios now  look  lik e old  U A, they fina nce a nd

d istribu te
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Ea rly Post-Pa ra m ou nt

u Television a s com petition
– red u ced  film  ou tpu t (see slid es to follow )
– no need  for contra ct pla yers thou g h vestig es of

contra ct system  la st to m id  1960 ’s
u Sta rs m a na g e ow n ca reers
u Increa se in conting ent com pensa tion
u Cha ng e from  “a ssem bly line”

– Increa se of m u lti-fu nction ta lent
– M ovies ta k e long er to m a k e
– W ha t u sed  to be “B” m ovies is now  television

Stu dio Vs. Independent in Ea rly
Post Pa ra m ou nt Era

u W ha t ca n w e sa y a bou t the sw itch from  stu d io
to “ind epend ent” prod u ction?
– Look  a t Robins’ find ing s:

v stu d io prod u ctions w ere chea per (su rprise) bu t
v less profita ble
v stu d io prod s exhibit less cross-section va ria tion in revenu es

– sa m e old  sa m e old
v bu t ind ies exhibit less va ria tion in ca sh flow

Cha ng ed  Produ ction M ethods

u Prod u ces fu nd a m enta l cha ng e in la bor
rela tions

u Cha ng es in w ha t sk ills ea rn hig h pa yoffs
– Look  a t M iller & Sha m sie

v It look s lik e d u ring  stu d io era  there is a  big g er pa yoff to
property ba sed  a ssets
– sta rs u nd er contra ct
– thea tres

v After 1950 ’s retu rns look  lik e they a re tied  to sk ills in m ovie
m a k ing
– Osca rs
– Cost controls

– Bu t be ca refu l here, I view  this a s a  very explora tory
stu d y
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La te post pa ra m ou nt

u M ove to m ore integ ra tion
– Stu d ios g et in bu siness of prod u cing  TV show s
– Stu d ios ow n netw ork s

u Less d epend ent on box office
– The m ovie bu siness cha ng es so tha t box office is a

sm a ller fra ction of tota l revenu e
v Bu t note tha t box office still d rives tota l revenu e a s

everything  feed s off of it
– M ove into television
– M ove into sports

v Bu t note tha t W a rner’s film ed  U SC-Notre d a m e g a m es in
the 1920 ’s

Anti-T ru st in the Indu stry?

u M otion Pictu re Pa tents Com pa ny
– Controls a ll m a jor pa tents for film stock , ca m era s,

projectors
u G enera l Film s Co.

– Controls virtu a lly a ll film  excha ng es in every m a jor city
v Sole exception is W illia m  Fox in New  York
v Fox a lso ha s role in introd u ction of sou nd

u Q u estion: if m onopolize prod u ction, w ha t is g a in
to m onopoly in d istribu tion?

Exa m ple of m a rk et pow er

u Pa ra m ou nt
– Form ed  in 1914
– Controls virtu a lly a ll m a jor sta rs
– “Bloc book ing ”
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Evidence of m a rk et pow er du ring
stu dio era

u Su ppression of sou nd
u Possible collu sion in la bor contra cting

– Big  sta rs ra rely cha ng e stu d ios (Ca g ney)
u Pow er of stu d ios w .r.t. Exhibitors

– Bloc book ing
– Clea ra nces

u Decrees sepa ra te exhibition from
prod u ction/d istribu tion
– This m a y red u ce efficiency if control of exhibition m a k es

d istribu tion m ore efficient, sa y by inform a tion
g enera tion

Som e stylized fa cts

u Evid ence on stu d io ou tpu t
u Evid ence on sha re perform a nce
u Evid ence on sta r ou tpu t

Annual Ouput by Major Studio
(studios extant for 1930 - 1990)
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Average Annual Output by 6 Studios
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Box Offic e  Re venue and Attendance
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Studio Portfolio CAR
(Adjusted to have 0 mean over entire period)
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How  did  bou nd a ries of firm s
cha ng e?

u System  sta rts w ith vertica l integ ra tion of
prod u ction a nd  d istribu tion
– This is im porta nt w hen sta rs d evelop
– Eventu a lly sta rs becom e em ployees
– Specia liza tion of m ovie type
– Role of centra l prod u cer
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Sou nd com es in

u Integ ra tion of exhibition
– M a ssive ca pex requ ired

v By ea rly 1930 ’s rea l esta te is m a jor stu d io a sset
– U se of exhibition to g enera te inform a tion for

fu tu re d istribu tion
v This is fa cilita ted  by joint ow nership of thea tres a nd

stu d ios

Sta rs a s em ployees du ring  stu dio
era

u Stu d io invests in sta r ca reers
– Think  of m inor lea g u e ba seba ll
– Som e sta rs free-la nce
– Stu d io ha s interest in proper ca reer d evelopm ent

u Now  sta rs m a na g e ow n ca reers


