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TITLE: CONTINUITY IN TECHNOLOGICAL CHANGE: A POLITCAL
ECONOMIC ANALYSIS OF DIGITAL FILM EXHIBITION

MAJOR PROFESSOR: Dr. Eileen Meehan

This thesis analyzes the current transition totaiginema projection
technologies within the film exhibition businedsegin by discussing two historical
cases of technological change in film exhibitiochteology, and | identify the
corporations that successfully controlled periofi®ohnological change in order to
solidify their position atop the film industry. tirawing from these historical case
studies, | examine the current transition to digitaema projection technologies by
discussing the structure of the film exhibition imess and identifying those exhibitors
that are controlling the transition to digital ame. | find that the top three exhibitors —
Regal Cinemas, AMC Entertainment, and Cinemarke-cantrolling digital cinema
through two joint ventures: Digital Cinema Implertegion Partners (DCIP), and

National CineMedia (NCM).
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CHAPTER 1

TOWARD A POLITICAL ECONOMY OF DIGITAL FILM EXHIBITION

The transition to digital cinema is underway alevith the accompanying rhetoric
proclaiming the arrival of a unique film-viewing@erience. This transition has been a
slow process due to unresolved issues relatingctanical standards, adequate security
measures, and a lack of funding for the implemeartadf digital cinema systems (Culkin
and Randle, 2003; McQuire, 2004). With these issudficiently addressed, theaters in
the United States and around the world have bewgtaliing digital projectors in
preparation for the exhibition of digital conterithis thesis investigates the transition to
digital cinema by focusing on the political econoafyechnological change. In other
words, | focus on the industrial implications ofteological change, which focuses on
the ownership structures within the film exhibitibasiness and identifies the individuals,
corporations, and associations holding the larfyesicial stake in the transition to
digital cinema. | begin by explaining the relevamd this topic of study and providing
additional information regarding my rationale farrguing this topic, including a review
of the relevant literature. These consideratieasl lto a series of questions that guided
my research process. | then explain the speciéthods employed in conducting my
research. Finally, | conclude with a discussiotheffindings as well as possible
scenarios for the future of film exhibition.

Film exhibition has been a largely overlooked avgain film studies, but a small
and growing corpus of scholarship is taking notéhefimportance that exhibition has
played throughout film history (Acland, 2003; WaJl&995; Gomery, 1992; Musser,

1991). Acland (2008) refers to this emerging seldfas “exhibition studies,” which



seeks to “document the historical making and rengaki cinema’s exhibition contexts”
(88). This study contributes to exhibition studigscontextualizing the current transition
to digital cinema within the history of technologichange in the film exhibition
business. Previous studies dealing with the im@duististory of film exhibition have
focused on the managerial decisions, diffusiomnbvations, and technological changes
that have shaped the industry (Gomery, 1992). Weweather than privileging
technology as the primary factor accounting fomgfea | examine the power relations
that constitute a broader structural context withimch technological change is possible.
In doing so, my approach resists technologicalrdgtesm in order to identify the
political, economic, and legal frameworks that dedltechnological transitions.
Technology may be understood as dialectically stidetween democracy and
capital. When used for democratic purposes, tdolgganterconnects citizens from
around the globe for purposes of organizing pdalitection, facilitating dialogue, or
enabling cultural exchanges. In order to be useg@dirposes such as these, technology
must be participatory. That is, citizens must hineeability to access the technology and
be able to use it to connect with others. On therchand, technology may be controlled
by capital, particularly within an industrial cortgin order to extract greater surplus
value from commodities by supplanting labor proesss eliminating spatial and
temporal barriers that impede the rapid circulabbnommodities (Braverman, 1974).
Therefore, technology needs to be viewed as a @aglienomenon that interacts with
the economic, political, and socio-cultural spherelsfe. However, the technological
changes discussed here occur within the indusiniailext of the United States film

industry and have been carefully orchestrated btgicekey corporations for the



maximization of profit. Although the historical mixt within which each technological
change takes place may vary, the process of cdgooatrol remains consistent.
Therefore, technological change in an industrittlrsgis always controlled by capital
and used for the maximization of profit, regardlesthe aesthetic novelties promised by
each technological change.

Indeed, film history is often defined in terms ethnological change: silent films
were followed by sound films, which eventually ada®lor, surround sound, computer-
generated imagery, etc. Such a neat chronololistdry of film technology suggests
that changes in technology were rational and iablét However, the adoption of a new
technology rarely occurs because of technologmahistication, but rather as a result of
a broader set of existing power relations amongtin®ns (Wasko, 1994). Corporations
secure patents for inventions, granting them adidhmonopoly for the commercial
exploitation of the technology. Then, corporatide$end their monopoly and stifle
competition by securing patents for hundreds osjds variations on the technology
(Noble, 1977). In doing so, the corporation iseabl license a technology for widespread
industry adoption, thereby maximizing profit whitelividual inventors become reliant
on corporations for the development of their ide@erefore, technological change in
any industry needs to be viewed as a carefullyutaied and highly controlled
undertaking within an economic, political, and lefgamework that allows for
commercial exploitation. To this end, | demongtadw two previous changes in film
technology illustrate this tendency. Specificalligcus on the advent and adoption of a
standardized film projection system and the impletaigon of a standardized sound

format for film exhibition.



CHAPTER 2
FILM EXHIBITION AND TECHNOLOGICAL CHANGE

Technological change is rarely an inevitable dgwelent within an industrial
context (Gomery, 2005). Rather, technological geas driven by profit motives
inherent in capitalist industrial enterprise. Aatiagly, | demonstrate how film
exhibitors have sought to capitalize on new teabgiels throughout the history of the
film industry. Specifically, | explain how film pfection technology was successfully
controlled by Thomas Edison and the Edison Manufagg Company. Similarly, the
advent and adoption of sound technology was cdattdly Western Electric, a wholly
owned subsidiary of American Telephone and TeldgrdpT&T). In each case,
corporations were able to secure the necessamtpdte each technology, which
allowed for the commercial exploitation and widesal adoption of those technologies.
Furthermore, each corporation acted within the enva and political structure of the
time and was supported, for a time, by the law.w&swill see, Edison’s Motion Picture
Patents Company was eventually dissolved in 198 tife U.S. government filed an
antitrust suit against the company (Conant, 196®ill begin with a discussion of early
projection systems, and then | will focus on theusion of sound in film exhibition.

The history of film projection technology offers arcellent case study for the
link between aesthetics and economics. The dewetapof film projection technology
in the United States is tied to Thomas Alva Edisatévelopment of the phonograph. By
using the profits he had earned from the developmwiethe phonograph, Edison sought a

way to add a visual element to his phonograph, wvlad to the development of the



Kinetoscope (Richardson, 1967)The Kinetoscope was developed in 1891 by W.K.L.
Dickson while working at Edison’s research labonatolrhe device was patented in 1893
and was designed to exhibit an approximately 30rs@motion picture to a single
viewer, who activated the machine by depositinicket in the machiné. Within a year
of its development, the first Kinetoscope parloswaened in New York City in 1894,
which featured five Kinetoscopes showing differerdtion pictures to customers. Soon
thereafter, Kinetoscopes were installed in parloogels, and storefronts in cities around
the United States (MacGowan, 1954). In this seiheeKinetoscope provided the
impetus for the formation of a motion picture ingtysbut the single-viewer restriction of
the device was antithetical to a form of mass ¢éamtenent. In order to reach a mass
audience, motion pictures would need to be projectdo a screen.

The idea of projecting motion picture images orraan was not new in 1894 but
the technology was yet to be developed. After @aing Edison’s Kinetoscope on
display in Paris (Neale, 1985), Auguste and Louwimlére were the first to actually
develop a motion picture projector. The Lumiérethers gave a public demonstration of
their Cinématographe machine in 1895, which suéalgprojected moving images onto
a screen. The device solved the single-viewettdition of Edison’s Kinetoscope by
allowing for multiple viewers to enjoy a projectidage. Although Edison noted in his

Kinetoscope patent that the device could possiels projector, he had not seen the

! Edison’s Kinetoscope was just one of many dewvieaeloped to showcase motion pictures. | have
focused on Edison’s device primarily because afdls in providing a foundation for the motion pire
industry in the United States.



benefit of developing such a device (MacGowan, 19%bwever, within a year of the
Lumiere brothers’ exhibition of their projector,i&dn gave a public exhibition of the
Vitascope, which was developed by Thomas Armat@niérancis Jenkins. The two
inventors had originally called their projector tfhantoscope,” but the name of the
device changed to “Edison’s Vitascope” when prounctights were granted to Edison.
This capitalized on the widespread recognition @iBn’s name as well as the patents
Edison had pending on the film stock to be usatiénmachine via an exclusive
agreement with Eastman KodakThus, Thomas Armat successfully developed the
motion picture projector and licensed his projettorhomas Edison, which provided the
impetus for creating a form of mass entertainmaseld on the exhibition of motion
pictures. During the years leading up to the tfrthe century, rival firms and inventors
sought to capitalize on the burgeoning motion pectadustry by producing films in
violation of Edison’s patents and by importing caasefrom Europe where Edison’s
patents were not valid. Between the years 189&-180ison defended his position by
engaging in patent litigation that either put rezalit of business or forced them to abide
by his terms (Musser, 1991).

In the years that followed, Edison was embroilegatent litigations to maintain

his monopolistic position over the motion pictunelustry. As Edison focused his energy

2 Originally, viewers paid $0.25 to an attendanactivate the motion picture, but Edison was ableuto
labor costs by installing the nickel-in-the-slobétion.

% This information was taken from an autobiographéssay written by Thomas Armat in 1935. The &rtic
can be found in Fielding, Raymond (ed.). (198VY.echnological History of Motion Pictures and
Television.Berkeley, CA: University of California Press



on battling other firms for control of the industtiie demand for film continued to grow
and hundreds of independent firms began producwiipm pictures. During the early
years of the twentieth century, the creation afma production company was still
relatively easy as it did not require extensive ante of capital. Consequently, this time
period was marked by open competition in which medd of independent firms worked
against Edison and other large firms for contrahef burgeoning motion picture
industry. Since Edison’s attention was primardgdsed on obtaining patents for his film
cameras, he was not actively engaged in competitigtiae smaller independent firms.
However, once Edison’s patents were recognizethégourts, Edison used his patents to
bring lawsuits against the independent firms fdepainfringement. To effectively
dominate the industry and eliminate the hundredsdd#pendent companies, Edison
allied with the seven largest American film prodaoctfirms, two French producers, and
the leading American importer-distributor of filrsform the Motion Picture Patents
Company (MPPCo) in 1908, which pooled all membpaténts together for tighter
control over the industry. All members of the MPPCo acknowledged Edisontspis

and agreed to work exclusively with those firmg thed received licenses from the
MPPCo. By controlling the industry in this way,i&eoh and the other top firms could
structure the industry according to their terms emgdite barriers that would inhibit
smaller firms from entering the business. Startm#909, the MPPCo used its patents

and patent litigation to block entry of independextibitors into the industry and to

* The MPPCo members included The Edison CompanyAhterican Mutoscope and Biograph Company,
The American Vitagraph Company, The Essanay Filmi&cturing Company, The Selig Polyscope



force non-MPPCo film companies out of the industResponding to this, the industry
the United States government filed an antitrusslahagainst the company in 1912,
alleging that the MPPCo had “engaged in unreasenaitraint of trade and (had)
monopolized commerce in films, cameras, projectams, accessories” (Conant, 1960,
20). The MPPCo abandoned these practices in It 4vyas finally dissolved in 1918.
This brief overview of motion picture projectiorchanology illustrates three very
important points. First, the history of motionfpie projection illustrates the importance
of controlling new technologies by using the legaparatus, specifically by securing
patents on technological devices. Second, we $ae&e how patent litigation was used
by Edison to stifle competition and maintain hisifion of power atop the oligopolistic
motion picture industry. Finally, the creationtbé MPPCo provides an excellent
example of how multiple firms can pool their resms together in order to effectively
dominate and structure an industry according to teems. Moreover, Edison and the
members of the MPPCo had access to tremendousilcagsiburces, thereby giving them
power to dominate the industry. Edison’s exclusigeeements with Eastman Kodak for
the film stock to be used in motion picture produtiand threatening to withholding
films from exhibitors not in compliance with Edissrterms are two indicative examples
of the exclusionary practices that the MPPCo ugdthough the MPPCo was eventually
dissolved, its patent litigation caused many indeleat producers to flee to Los Angeles
where they were able to operate under relativelreefrom MPPCo interference. The

MPPCo represents the culmination of motion pictadeistry control through patent

Company, The Lubin Manufacturing Company, The Ka@ompany, American Star, American Pathé, and
the distributor George Kleine.



litigation. The industry would not witness praescsimilar to those of the MPCCo until
the introduction of sound.

The introduction of sound provides another exaroplgowerful corporations
shaping and controlling the motion picture industmpugh patent litigation. Although
attempts to link sound to motion pictures were utadken as early as 1889, | will focus
on the widespread adoption of sound technologydsi@s within the motion picture
industry. Specifically, two different methods oéedding sound to motion pictures were
developed in the early 1920s and each vied for spckad industry adoption: 1) the
Vitaphone system, a sound-on-disc technology deeeldy the Warner Brothers film
studio and controlled by Western Electric, a whollyned subsidiary of the American
Telephone and Telegraphy Company (AT&T); and 2)Rhetophone system, a sound-
on-film technology developed by General Electri€j@nd its co-owned subsidiary the
Radio Corporation of America (RCA)An additional sound-on-film technology, known
as Movietone, was developed by Theodor Case andthiviFox and was primarily used
for Fox Movietone newsreels (Gomery, 2005). ThevMitmne system was also

controlled by AT&T’s Western Electric through a $ubnsing agreement that allowed

® At this point, RCA was a co-owned subsidiary oh&el Electric and Westinghouse, which, along with
AT&T, had comprised the main players in the papardl created by GE at the request of United States
Navy when the US enter&tlorld War I. All three firms held key patents fmanufacturing wireless point-
to-point communication systems. The resulting Balklephone Patent Pool continued after the wdr wit
AT&T controlling wired communication (telephonyf3E and Westinghouse controlling wireless
communication (radio); and all three companies grpenting in radio broadcasting. RCA was created
by AT&T, GE and Westinghouse to specifically cohttee radio stations previously owned by American
Marconi. The US Navy had appropriated those siatduring the war due to Marconi’s association with
the British Navy. Because the post-war continuatibthe patent pool was illegal, the Anti-Trust Bien

of the Department of Justice investigated GenedesdtEc, Westinghouse, and AT&T in the

1930s. Ironically, AT&T was simultaneously attempgtto claim all of radio for itself. The upshoas
complex but included GE and Westinghouse buying?di&T's share of RCA.
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AT&T to cross-license its technologies and blocknpetitors from entering the industry.
Therefore, AT&T's Western Electric controlled battsound-on-disc technology and a
sound-on-film technology, whereas RCA controllety@sound-on-film technology.
Consequently, Western Electric’s sound-on-discplitsmne system would briefly become
the industry standard, but RCA continued to uselitstophone sound-on-film system in
its newly created film corporation, Radio-Keith-@Qgum (RKO). In what follows, |
provide a brief description of Photophone and \itape systems, as well as illustrate
how the corporations controlling these technologlesped the structure of the motion
picture industry.

Warner Brothers was the first American motion pietstudio to introduce sound
films through its Vitaphone format. The Vitaphaystem combined sound with motion
pictures by using a phonograph disc that accomgah& motion picture. Warner Bros.
was a smaller studio in comparison to the otheomdpllywood film studios at the time:
Fox Film Corporation, Paramount Pictures, RKO, boew’s Incorporated, owner of the
Metro-Goldwyn-Meyer (MGM) studio. However, Warrtgmos. was more financially
aggressive than the larger studios. When Warnes.RBlecided to take a risk on the
Vitaphone sound system, the studio relied on firdassistance from Goldman Sachs to
offset the cash-flow problems it was having attitre® As a result, the Vitaphone

Corporation was established, which formally leagedVitaphone sound system from

® Earlier, historians depicted Warner Bros. neakhatcy at the time it leased the Vitaphone souwstiesn
(see Conant, 1960), but later research has shatthg company was experiencing cash-flow problems
associated with aggressive business practices)Gele, 1996).
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AT&T’s Western Electric (Cook, 1996). AT&T contiad to improve the quality of the
sound-on-disc technology, and the Warner Bros.istsubsequently released the first
feature-length sound filnThe Jazz Singem 1927 (Conant, 1960).

In addition to the sound-on-disc technology devetbpy Warner Brothers,
AT&T's Western Electric also controlled a sound4dm technology known as
Movietone, which was developed by William Fox arfteddor Case. Fox and Case
attempted to exploit their sound-on-film technoldyyproducing newsreels that would
accompany motion picture exhibitions. However,mythe early 1920s, the Fox-Case
Corporation did not have access to the resourcadaaketo achieve such exploitation.
Consequently, Fox-Case approached GE and RCA tgestéprming an alliance since
GE had also developed a sound-on-film technolo@ather than partner with the
smaller Fox-Case Corporation, GE and RCA decidembtopete with Fox-Case by
creating RKO Pictures to enter the motion pictmcustry directly (Gomery, 2005). Fox-
Case decided to turn over its patents to AT&T'’s WesElectric, which could more
effectively compete with GE and RCA. As a res\llgstern Electric held patents for
both sound-on-disc technology as well as soundton-fBefore commenting on the
extent of Western Electric’s power, | will discubge development of the Photophone
sound-on-film system controlled by GE and RCA, vahpcovides the second major form
of sound film technology.

When Fox-Case approached GE and RCA to form aamal, GE had already

developed a sound-on-film technology known as Rfutaoe. Sensing the possibility of
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earning additional profits from its technology, @G&ve its patent to its subsidiary RCA in
order to exploit the technology in the motion pretindustry. However, RCA was

unable to compete with the powerful position of Yées Electric. When a committee of
five film studios — Paramount, MGM, Universal, Eiational, and Producers
Distributing Corporation — formed in 1927 to deterenwhich sound format would be
chosen as the industry standard, Western ElecWitdphone system was chosen in favor
of RCA’s Photophone. In response, RCA enteredrtbgon picture industry directly by
creating RKO, which was a fully integrated film poration (Wasko, 1982). Although
RKO would continue to exclusively use RCA Photophisnund reproduction equipment,
RCA could not compete with the powerful positionAat&T’s Western Electric.

AT&T’s Western Electric became one of the most pdwiecorporations in the
motion picture industry, controlling 90 percentsolund film production through
Electrical Research Products Incorporated (E.R,R.licensing division that established
exclusive agreements with producers (Conant, 19%60)s fact becomes even more
pronounced when one considers that Western Elextdats parent company, AT&T,
were previously not involved in the motion pictimdustry. However, Western Electric
became dedicated to exploiting commercial oppotiespther than the telephone in
1926 when it created E.R.P.l. Therefore, E.RWak responsible for exploiting multiple
patent holdings for sound film technology througlehsing agreements in the motion
picture industry. E.R.P.l. accomplished near catgptontrol of the motion picture

industry in two ways: by withholding films from thters not using Western Electric

" The Fox-Case sound-on-film technology differedhfrtne GE/RCA technology in that it used a variable
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sound equipment and by requiring producers to pggities on all sound film
productions. In this sense, E.R.P.l. engagedmilai exploitative behaviors to those of
the MPPCo when projection technologies were intcedu

These case studies demonstrate how two previohsdbagical changes were
developed and implemented within the motion pictadeistry due to the decisions made
by a few key corporations and their subsidiarigsspite the differences in historical
context and the corporations involved, the sama@oac logic seems to undergird the
actions taken by the corporations in question. sEhmrporations established an
oligopolistic structure within the motion picturediustry during a period of technological
change. Moreover, a single corporate entity wae mboremain atop the oligopoly by
exploiting a pool of patents for each technoloffythe case of film projection
technology, Thomas Edison solidified his positibrotigh patent litigation. When
Edison and other large firms felt threatened bypehdent competitors, the large firms
pooled their patents by creating the MPPCo, theceimgolidating power into a single
entity that was able to eradicate competition thlolitigation. In the case of sound
technology, two basic formats were developed, bil&Rs wholly owned subsidiary
Western Electric was able to successfully explaittiple patents by establishing
exclusive licensing agreements with producers tlindats wholly owned subsidiary,
E.R.P.l. Both MPPCo and E.R.P.l. illustrate theeakto which technological change

can be driven by corporations and their subsidiahat effectively monopolize industrial

density recording as opposed to the variable aearding used by GE/RCA.
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standards. With these considerations in mind]linew discuss the objectives guiding

my research.
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CHAPTER 3
RESEARCH OBJECTIVES AND METHOD

The preceding discussion focused on the corpomatimet successfully shaped the
structure of the motion picture industry duringipds of technological change. The
current transition to digital cinema systems presid contemporary technological
change that can be understood in relation to thihcal precedent outlined above.
Accordingly, | identify the firms controlling digat projection technology, including the
exhibitors that stand to benefit financially frohetdigital transition. By identifying the
latter, | determine the ways in which the film dxtion business is being structured in
relation to digital cinema. Specifically, | wantedknow whether any relationships exist
between corporations that may suggest collusivaamopolistic behaviors similar to
those of the MPPCo and E.R.P.I. Ultimately, | ogeanalysis of the digital transition to

suggest possible scenarios for the future of fikinilgtion.

In sum, then, the following research questions gtin research process:

RQ1: What is the current structure of ownershiplm exhibition (i.e., what are
the largest cinema chains, and how much of the ebald these chains
control)?

RQ2: Which firms are controlling digital projectid¢@chnology through joint
ventures, ad-hoc organizations, or collusion?

RQ3: Which exhibitors stand to benefit financidhgm the transition to digital

cinema and how?
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To address the research questions outlined abaeaducted document analyses.
This section will discuss how | employed this methd begin by discussing the sample,
procedure, and measures for my document analgsisiding my justification for using
document analysis. The first portion of my reskdocuses on determining the current
structure of film exhibition, specifically focusiran those entities controlling digital
projection technology. | identify the major theatbains in the United States and assess
their size as measured by number of movie screenet as the geographic scope and
location of their theaters. Having identified tésms, the second portion of my
research focuses the ways in which certain firragasitioned to benefit financially from
the transition to digital film exhibition. Speda#lly, | discuss how those firms have
structured their business operations in order tefiefrom the digital transition.

The present study is informed by a critical poditieconomic perspective.
Critical political economists investigate the powelations underlying the production,
distribution, and consumption of resources (Mo2€889). The political economic
perspective stands in opposition to neoclassiaai@mnics or, more simply, economics,
which developed in the late nineteenth and eargntieth century when quantitative
models were used to explain and predict economea@mena. Rather than relying on
the application of quantitative models or formulpeljtical economists maintain that
economics is inherently political because econatemsions are characterized by both
normative and teleological assumptions (Myrdal, )9 7Therefore, political economy
responds to neoclassical economics by stressingib@tance of the power relations

that undergird economic affairs.
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Traditionally, critical political economists havelied on a counter-hegemonic
reading of official documents to determine thegrais of ownership and control within
corporations (Bettig, 2009). Accordingly, | anaydocuments from both primary and
secondary sources. Primary documents includedrgoment filings, such as 10-K reports
filed with the United States Securities and Exclea@gmmission (SEC) and annual
corporate reports. Given the business disclogqgeirements in the United States as
defined by the Securities Act of 1933, | used tB€Silings to determine the ownership
structures and business operations of major thehtens and their connections, if any,
with larger corporations conducting business irep#éreas of the film industry. In
addition, the SEC filings also allowed me to detesrany strategic partnerships or third-
party agreements the company has negotiated.

Aside from primary documents filed with the U.Svgmment, | also relied on
additional sources. For example, press releasasdorporations, professional
organizations, or ad hoc entities involved in ttaasition to digital projection
technologies provided additional information thapglements official government
filings. Finally, trade publications provided retsoon film exhibition in the form of
news, commentary, or officially sanctioned corperadmmunications. The disclosures
made in these secondary sources were comparesicloglires made in the primary
documents, which yielded additional data concertiegstructure and business
operations of the entities in question.

Overall, my document analysis was concerned withiolmg qualitative
disclosures about the ownership structures, busiogsrations, and intellectual property

rights for the corporations involved in the traiwitto digital projection technology.
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Data was culled from a close reading of the docuswerth special attention given to
possible sources of bias. For example, the 10ukg8 with the SEC are prepared for
potential investors and include “forward-lookingtsiments” that may conceal the actual
state of affairs within the corporation. Althougly document analysis provided me with
the advantage of a non-reactive approach to rdsdaremained aware of selective
deposit and selective survival when analyzing suekerials (Webb, Campbell,
Schwartz, Sechrest, & Grove, 1981). Selective siéjpmd selective survival refer to the
purposive inclusion or exclusion of certain typésdata, respectively, and therefore
caused me to consider the political, social, ecaopamd cultural context within which

the documents were created.
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CHAPTER 4
RESULTS
The transition to digital film exhibition in the itad States occurs at three
distinct tiers. The first two tiers are directlysaciated with the hardware used in digital
projection. Specifically, the first tier includpatent holders for digital projection
technology. The second tier involves the corporetithat have been granted licenses to
manufacture digital projectors using patented tetdgy. Finally, the third tier involves
the movie theaters in which the digital projectars installed. | will begin by discussing
the first two tiers of the digital transition, inicling the ad hoc organization responsible
for developing standards for digital projectionavihg identified the patent holders,
manufacturers, and standards for digital projecsigstems, | then discuss the current
structure of the motion picture theater businegsh@nUnited States by providing
guantitative data concerning the number of scraaedsheater sites for the largest theater
chains. According to statistics for the film exhidn business, the top four theater chains
accounted for 56% of the total box office revenue2008 (AMC Entertainment Inc,
2009). However, | will focus specifically on thadiness operations and ownership
structures of the three largest exhibitors — R€ya¢mas, AMC Entertainment, and
Cinemark — because these three exhibitors are mgtkgether to control the transition
to digital cinema. Finally, | discuss the specifiays in which the Big Three are
controlling digital cinema through joint venturdmt exploit business operations outside
of film exhibition.
In 2002, six major film studios — Disney, Fox, Rant, Sony Pictures

Entertainment, NBC-Universal, and Warner Bros. #isid formed a coalition known as
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Digital Cinema Initiatives (DCI), which was creatiedestablish standards and
specifications for digital cinema. The DCI spemtions established standards for digital
cinema systems in the following areas: digital maesystem frameworks, digital cinema
distribution, packaging, compression, transportatexhibitor or theater specifications,
projection standards, and security measures. Afthahese standards established
specific guidelines for digital cinema, the stamidawere broad enough to cover multiple
digital cinema formats, including differing projemt technologies and resolution
formats. Currently, however, digital projectiocheology in the United States is
dominated by Texas Instruments and Sony.

Texas Instruments holds the patent for digitaltligtocessing (DLP) technology,
and Sony holds the patent for silicon x-tal refleedisplay (SXRD) technology. DLP
technology was developed in 1987 by Dr. Larry Heclbwhile working at Texas
Instruments and is currently the most widely ussthmology for digital projection.
However, Sony’'s SXRD technology is gaining a mogaificant presence in movie
theaters because the company is primarily focusgat@ducing higher resolution
projectors. Generally speaking, digital projectams manufactured to project images in
either 2K or 4K resolution. Although the cost &f grojectors has started to decrease,
the projectors are still more expensive when coegbéw 2K projectors. On the other
hand, 4K projectors offer nearly four times highesolution than 2K projectors. With
such a significant difference in resolution, theustry is moving toward 4K projectors as
the standard for digital cinema systems. Howedérprojectors require additional
hardware to function properly, such as a 4K settvatr can handle the digital film file

(Karagosian & Macdowell, 2005). Because of thek#iteonal factors associated with
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installing 4K systems in theaters, 2K projectorgehgained widespread adoption in
theater chains. Moreover, Texas Instruments edgyresater use of its DLP technology
by licensing the technology to independent hardwaiaufacturers, whereas Sony has
chosen to use its proprietary SXRD technology gateSony projectors. Table 1.1
provides a listing of the three corporations grdrigenses to manufacture digital
projectors using Texas Instruments’ DLP technolaggluding the location of each
corporation’s headquarters. In what follows, keof& brief description of each company’s

business operations.

Table 1.1

Licensed Manufacturers of Digital Projectors UsipgP Technology

Company Location

Christie Digital Systems Kitchener, Ontario
Barco Kortrijk, Belgium
NEC Corporation Tokyo, Japan

Christie Digital Systems is a privately held comp#mat describes itself as a
visual solutions company, providing projection teclogies for entertainment, business,
visual environments (i.e., virtual reality), ancht@l rooms (Christie Digital Systems,
2010). The second licensed manufacturer is Bavhash describes itself as a global
technology company that designs and develops visu@n solutions for medical
imaging, media and entertainment, infrastructuick wilities, traffic and transportation,

defense and security, education and training, angocate audio-visual needs. Barco
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conducts business in more than 90 countries arteg&638 million in 2009 (Barco,
2010). Finally, NEC Corporation divides its buss@perations into six categories:
information technology (IT) services, IT produatetwork systems, social infrastructure,
personal solutions, and electron devices. For 2REZL’s consolidated net sales totaled
¥4215.6 billion (roughly $46 billion) and the conmyaanked #727 on Forbes list of the
world’s 2000 largest companies (NEC Corporatiof§®0-orbes.com, 2010).

In sum, Texas Instruments and Sony hold patenta@most widely used form of
digital cinema projection technologies. While Sdwg concentrated on developing and
manufacturing higher resolution projectors, Texedruments has gained widespread
adoption of its DLP technology because it has hesenal in 2K projectors. Furthermore,
Texas Instruments has granted licenses to Chrigtieo, and NEC for manufacturing
projectors using DLP technology. Sony, on the oktasd, has focused on producing 4K
projectors using its proprietary SXRD technologhjah offer higher resolution than 2K
projectors. As the cost of 4K projectors continteedecrease, more exhibitors may
choose to install 4K projectors in their theatdrsthis sense, exhibitors will have a
significant impact on how the transition to digitahema will progress. In order to gain a
better understanding of how digital cinema is caolfed at the level of exhibition, | will
discuss the current process of structuration unamithin the film exhibition business
in the United States.

The motion picture theater industry in the Unitedt&s is currently dominated by
the top three theater chains — Regal Cinemas, AMi@€rEainment, and Cinemark
(collectively referred to as “the Big Three”) — whihave consolidated their size and

power atop the industry through acquisitions andgers. Furthermore, the Big Three



23

theater chains are working together to controltdiginema. Table 1.2 provides a
guantitative assessment of the concentrated paapitlae motion picture theater
industry and the trend toward consolidation iskelli to cease any time soon. In fact,
AMC Entertainment recently agreed to purchase tbegotes Theatres chain, which will
further consolidate theater ownership in the topdlexhibitors. The merger will result
in AMC owning the entire Kerasotes Theaters chath the exception of three
properties that will be retained by Kerasotes (Ketes Theaters, 2010). To understand
the ways in which the Big Three are solidifyingithmosition at the top of the motion
picture theater business, we need to considerubiadss operations and ownership
structures of the Big Three exhibitors as wellresgpecific ways they working together
to control digital cinema.

The largest theater chain belongs to Regal Cinénfsgal claims to “operate the
largest and most geographically diverse theatanchahe United States,” which
includes the wholly owned subsidiaries of Edwartisdters, Hoyts Cinemas, and United
Artists Theater Company chain (Regal Entertainn@noup, 2010). Regal Entertainment
Group is the ultimate owner of all Regal propertiasluding the aforementioned wholly
owned subsidiaries. The company’s theaters asgddcsolely in the United States where
the company has a presence in 39 states as bk &istrict of Columbia. The highest
concentration of theaters is located in the sth@atifornia where the company owns 97
theaters. Furthermore, Regal’s theaters are ld¢até4 of the top 50 markets in the

United States, giving the company a significanspree in major urban areas.
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Table 1.2

Top Ten Movie Theater Chains in the United States@anada

Company Screens Sites
Regal Cinemas 6,778 549
AMC Entertainment 4,612 307
Cinemark USA 3,769 293
Carmike Cinemas 2,288 250
Cineplex Entertainment Ltd. Partnership 1,337 213
Kerasotes Theaters 933 95
National Amusements 920 67
Marcus Theaters Corporation 657 52
Hollywood Theaters 536 49
Rave Motion Pictures 473 30

Note.From National Association of Theater Owners (NAT@}rieved March 15, 2010
from http://www.natoonline.org/statisticscircuitnt

The second largest exhibitor is AMC Entertainmeurtitich provides one of the
more interesting and complex cases for the purpaisess study. AMC Entertainment is
owned by Margquee Holdings Inc., which is owned B Morgan Partners (BHCA) L.C.

and other funds affiliated with J.P. Morgan Parsreand Apollo Investment Fund V, L.P.

8 Unless otherwise noted, the information for tiistin has been taken from the 10-K filings for Big
Three and their associated companies.

° Note that these figures apply only to Cinemark WSl does not include Cinemark’s international
theaters. In total, the Cinemark chain operatdsthd@aters with a total of 4,896 screens.
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Marquee Holdings Inc. conducts no business opersb its own, but serves strictly as a
holding company for AMC Entertainment. The mergeMarquee Holdings into and

with AMC Entertainment occurred at the end of 2084 AMC Entertainment

underwent significant structural transformationgibring in March of 2005. AMC
Entertainment began divesting itself of theatecated in foreign markets, such as Japan,
Hong Kong, Spain, Portugal, Argentina, Brazil, @hénd Mexico. In addition, Marquee
Holdings acquired LCE Holdings Inc., which servedfze parent company for the Loews
Cineplex Entertainment Corporation. InterestingE Holdings was formed by
investment funds associated with Bain Capital RastnSpectrum Equity Investors, and
The Carlyle Group, all of which are major privatpigy firms. The resulting theater

chain owned by AMC Entertainment includes the Loeawd General Cinema brands, and
AMC Entertainment now owns theaters in 30 statesadisas the District of Columbia in
the United States. Similarly to Regal, AMC's thezatare located in major urban markets
throughout the United States. In addition, AMC ewvineaters in Canada, France, and the
United Kingdom as well as a partial interest in tleaters located in Hong Kong.

The third of the Big Three is Cinemark. Cinemawkns itself as well as the
Century Theaters chain. However, Cinemark is umigom the other two of the Big
Three in its geographic scope. Cinemark owns ¢nedtoth domestically and
internationally. Domestically, the company owneaters in 39 states with its largest
presence in the state of Texas where it owns 7Zdhethat account for 1,024 screens.
As opposed to the major urban markets served bglRegl AMC, Cinemark’s domestic
theaters are primarily located in mid-sized marké{s a contrast to its domestic theater

operations, Cinemark owns theaters in major urktmlAmerican markets, including
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Brazil, Mexico, Chile, Columbia, Argentina, Perwguador, Honduras, El Salvador,
Nicaragua, Costa Rica, Panama, and Guatemala. Sipgticantly, 72% of Cinemark’s
international theaters have no direct competitromfother theater operators, giving the
company a monopolistic position within those mask€inemark Inc., 2010).

While each of the Big Three has unique charactesisthe size and scope of their
operations become staggering when considered @featore. The Big Three account
for nearly 40% of the total screens in the Unitéatés, and the inclusion of Cinemark’s
international theaters provide an additional 13atars with 1,066 screens in thirteen
Latin American countrie¥’ Furthermore, the Big Three maintain a connediioa major
financial institution via J.P. Morgan’s ownershifpgAdMC. The connection to J.P.
Morgan allowed the Big Three to receive $525 millto aid in the rollout of digital
cinema projection systems (DiOrio, 2009). Asidwmirtheir access to capital resources,
however, the Big Three have controlled the traosito digital cinema in other important
ways.

The Big Three have pooled their resources to e¥felgtcontrol the transition to
digital cinema systems through two joint ventureragions. The first joint venture,
known as Digital Cinema Implementation PartnersI@®Cis an independent corporation
that secures funding and negotiates agreementswafbr film studios for the
implementation of digital cinema systems. The sdgoint venture is known as National

CineMedia (NCM), which serves as an in-theater gthreg network and distributor of

19 According to statistics from the National Assoitiatof Theater Owners for 2009, the Big Three aatou
for 39.2% of the total indoor screens and 38.6%heftotal screens. When AMC acquires Kerasotes, th
Big Three will control approximately 41.7% of thetal indoor screens and 41% of the total screens.
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non-feature film content. In what follows, | diss these two joint ventures in greater
detail by focusing on their business operations.

All business operations of the Big Three relatedigmtal cinema take place
through DCIP. Accordingly, each of the Big Threaimtains an equal voting interest in
the company, which was created to finance, pro@amne,deploy digital cinema projection
systems. Primarily, the company negotiates with §tudios and financial institutions to
secure funding for the digital transition. As puodrs and distributors of digital films,
studios will save on costs associated with shippnaderial film prints to exhibitors.
Consequently, studios have agreed to pay virtuat fees to exhibitors to offset the
savings of shipping material film prints. Thesgual print fees will be collected by
DCIP through its subsidiary Kasima. In additiorGIP announced it had secured a total
of $660 million for the rollout of digital cinemgstems, which includes $445 million
from major financial institutions, such as J.P. §ar, GE Capital, Sumitomo Mitsui
Banking Corporation, Barclays Bank, Credit Suiddergan Stanley, Bank of America
Merrill Lynch, Deutsche Bank, and Citi (Digital @ma Implementation Partners, 2010).
Undoubtedly, these financial institutions see digiinema as a viable investment
opportunity** In addition, DCIP offers to lease digital cineeguipment to other
exhibitors that negotiate agreements with DCIPis Phnovides the Big Three with one
way to control the diffusion of digital cinema peofion technology to competing
exhibitors. Since smaller independent or regidinehter chains do not have access to the

types of funding provided to the Big Three via DCibose exhibitors may rent digital
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cinema equipment from DCIP if they are unable tuseindependent funding for the
transition. While DCIP is primarily focused on theancing and deployment of
hardware for digital cinema projection, the secpmatt venture of the Big Three provides
a means to exploit content-related business opesati

Through the second joint venture, National CineMdtlCM), the Big Three
offer an in-theater advertising network as weltiessribution of non-feature film content
through its subsidiary Fathom Events. NCM is gligifferent from DCIP in its
ownership structure. Whereas the Big Three ownFD&2jually, they hold differential
ownership stakes in NCM: Regal owning 25%, AMC awni8.5%, and Cinemark
owning 15%, which accounts for a total of 58.5% evehip. The remaining 41.5% is
owned by National CineMedia Inc., which serves aslding company for the operating
company National CineMedia LLC. Through the ogagatompany, NCM develops,
produces, sells, and distributes content that nsbébed via its on-screen pre-feature
program calledrirstLook The advertising programs featuredrinstLook primarily
come from national advertisers, but the NCM netwadlaws local vendors to purchase
advertising spots within the program cycle. Irstbense, thEirstLook program operates
in a manner similar to local television broadcastsereby local vendors may purchase
advertising time from the network affiliate but ioa@ial ads are also featured. In addition,
NCM offers advertising programming for display reater lobbies, thereby immersing

moviegoers in what might be called pre-show “acdarhent.” The advertising

11 Consider, for example, the inclusion of GE Cagitahis investment group. GE owns both GE Capital
and NBC-Universal, which owns Universal Studios.
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operations of NCM account for 88% of its total newe, but NCM also distributes non-
feature film content to its network of theatersotigh its Fathom Events subsidiary.

Fathom Events markets and distributes alternatwéent throughout the NCM
network. Alternative content, in this sense, reternon-feature film content, such as live
and prerecorded special events like contemporasiamencerts, theatrical
performances, and sporting events. For exampbdgramming recently offered by
Fathom Events included live performances at the Mervk Metropolitan Opera, Glenn
Beck’'sThe Christmas Sweater: A Return to Redempadive concert performance by
The Black Eyed Peas, a live performancé éfrairie Home CompanigmRifftrax Live,
the Floyd Mayweather versus Juan Manuel Marquemigaxatch, and a screening of the
documentaryiving in Emergency: Stories of Doctors Without &ns which was
followed by a live discussion with some of the dwstfeatured in the documentary. In
addition, Fathom Events enables theater space usdxfor a variety of other purposes,
including corporate meetings, training seminarggetigious services. In order to access
the events offered by Fathom and the advertisibgor& provided by NCM, exhibitors
must enter into an exhibitor services agreemenAjEsat grants NCM exclusive rights
to sell advertising as well as meeting and commatign services in their theaters.

In sum, the Big Three control the digital trargitin two important ways: at the
level of finance and hardware as well as at thellef/digital content. Through AMC’s
close ties with J.P. Morgan, the Big Three sectimedinancing necessary to equip their
theaters with digital cinema projection technolodyrthermore, NCM and Fathom
Events provide advertising revenues and alternativeent to theaters owned by the Big

Three. Any other exhibitor wishing to benefit fr@aocess to the premium alternative
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content offered by Fathom Events must sign an aggaethat grants NCM exclusive
rights to sell advertising as well as meeting amahmunication services in their theaters.
Unless independent or regional exhibitors are tthtecure independent financing for the
implementation of digital cinema projection tectoges in their theater chains, they may
be forced to subscribe to the services offerechbyBig Three. In such a system,
independent and regional chains may become depeodé¢he Big Three for access to

the benefits promised by digital cinema.
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CHAPTER 5
DISCUSSION

Throughout this thesis, | have shown how corponatisave effectively controlled
periods of technological change. | began withsgussion of two examples from film
history, whereby corporations used periods of tetdgical change to solidify their
position atop the film industry. Specifically,ddused on the Motion Picture Patents
Corporation’s (MPPCo) control over film projectiteachnology as well as the control of
sound technology by Electrical Research Producisrporated (ERPI), a subsidiary of
AT&T's Western Electric. In each case, corporairtml of these technologies reshaped
the structure of the film industry and ushered mexarchy of power, whereby smaller
firms were forced to comply with user agreemenés Would grant them access to the
new technology of the larger firms. In using thegse case studies as an historical
background, | showed how similar practices arenkilace today as film exhibitors
experience the transition to digital cinema progectechnologies.

| demonstrated how Regal Cinemas, AMC Entertainpreerd Cinemark —
collectively referred to as the Big Three — havebmed their resources to control the
transition to digital cinema through two joint vergs. On the one hand, the Big Three
have created DCIP to secure the funding and hasdnezessary to equip their theaters
with digital cinema projectors. On the other hathé, Big Three have created NCM,
which serves as an in-theater advertising netwsnkell as a distributor of non-feature
film content. Fathom Events, a subsidiary of NGdecifically focuses its business
operations on marketing and distributing alterreatientent that can be exhibited to

theaters that subscribe to the service. In oalgain access to NCM'’s services,
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including the alternative content offered by FathBwents, exhibitors must enter into an
agreement that would grant NCM exclusive rightset advertising as well as meeting
and communication services within the theatersso$ubscribers.

The two joint venture operations of the Big Threevide an interesting turning
point for the film exhibition business. The Bigrék have now formally entered into
business operations that have historically beeactied from film exhibition, such as
distribution operations now being conducted by N&h\ Fathom. This fact becomes
particularly striking when one considers the histrpractice of fully integrated film
studios providing access to premium first-run feafilms only to those theaters owned
by the studid? Historically, this type of business practice iedependent exhibitors to
lobby for antitrust legislation, which eventuallgme in the form of the Paramount
Decrees. This, of course, begs the question atéther independent theaters or regional
chains will be adversely affected by the busineastes of the Big Three. For the
moment, the trend toward greater consolidationiwithe film exhibition business does
not seem likely to slow down. Therefore, the féxhibition business is becoming
structured according to a distinct hierarchy of pawThe Big Three have firmly
established oligopolistic control over other regiband independent theater chains.
Indeed, AMC Entertainment recently announced itpigsition of Kerasotes Theaters,
one of the largest regional theater chains in tiebAdstern United States. At the time of
acquisition, Kerasotes was a subscriber to NCMFRatdom Events. Despite the

resources provided by NCM and Fathom, Kerasotesalithave access to the same types
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of funding provided to the Big Three, which raise®ther important issue when
considering the digital transition.

As stated in the introduction to this thesis, ohthe primary reasons that the
transition to digital cinema projection systems wash a slow process was due to a lack
of funding. Studios and exhibitors simply could agree on who ought to be responsible
for funding the implementation of digital projectorThe Big Three received an initial
$525 million to fund the transition within theireéters due to their connection with J.P.
Morgan. Subsequently, the Big Three received aitiadal $660 million with $445
million coming from J.P. Morgan and other largeafigial institutions. These funds were
handled by the DCIP joint venture. Access to thie of funding has placed the Big
Three at a significant advantage compared to intdgr® and regional cinemas. Without
the ability to fund the transition to digital cinarprojection technology independently,
smaller theaters have sought alternative meansémuring digital cinema systems.
Moreover, exhibitors who wish to access the contéiered by Fathom are required to
sign agreements with the Big Three via NCM, thengtoyiding the Big Three with
access to advertising revenues within the theafdtseir competitors. In this sense,
AMC'’s purchase of Kerasotes may provide the firstreple of similar events to occur in
the future as the new hierarchy of power takeselraghe film exhibition business.

The Big Three exhibitors received funds from J.rg&n and other financial
institutions but, in order to understand the curfescal state of film exhibitors, we need

to consider some historical context. Theater can8bn boomed beginning in the late

12 studios were vertically integrated in productidistribution, and exhibition as well as horizongall
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1970s and continued into the 1990s. SpecificHilyaters were being turned into
multiplexes and megaplexes featuring numerous ssrger theater. Moreover, newly
constructed theaters were conveniently locate@imnaercial zones with many attached
to shopping malls. To reduce initial investmerdgtsassociated with theater
construction, exhibitors chose to lease space #loopping center developers. By saving
on construction costs and remaining financiallpaluring the 1980s, exhibitors
attracted investment from the financial commun@wlback, 1987). Theater construction
continued into the 1990s and many older theatere vefurbished to attract consumers to
a unique viewing experience. Thus, cup holdergglaeat backs, extravagant lobby
designs, restaurants, and even gourmet food in sases became part of the standard
movie-going experience. Eventually, continued tmtsion and refurbishment during
the 1990s caused many exhibitors to become overdadefinancially. As a result, nine
of the largest theater chains in the United Stilieg for chapter eleven bankruptcy
status in the early 2000s. When one considergabisthe increasing consolidation of
ownership in the film exhibition business is und@nslable as exhibitors restructured
their business operations and ownership structurés. transition to digital cinema
provides another key moment to restructure thestrgalong distinct power lines.
Overall, I have attempted to establish the fourmadeafdr a more nuanced political
economic analysis of film exhibition here by foawgibn the current transition to digital
projection systems. The transition provides ong twainderstand the current structure

of the film exhibition business, as well as the svaywhich the Big Three are controlling

integrated in exhibition through the ownership dfieater chain.



35

the digital transition. Fueled by investment mofreyn J.P. Morgan, the Big Three are
solidifying their position atop the hierarchy ofvper in the film exhibition business.
With access to significant amounts of capital,Binge Three are able to undergo the
transition to digital cinema systems more quickigrt other theater chains. In addition,
the Big Three are conducting business operaticatsalhil force other theater chains to
become dependent on their services in order tasaaeclusive content, such as the New
York Metropolitan Opera, live sporting events, certs, and other types of special
programming. Therefore, the careful planning anglementation of technological
change by corporations provides an opportunitgsdructure the industry according to
the terms of those controlling the technology. MWhhave contextualized the current
transition to digital film exhibition within two Btorical case studies of technological
change in film exhibition, a more nuanced analgsisid focus on other important
aspects of technological change. In what follavasscuss possible areas for additional
research.

To begin, a more solid theoretical understandindigital technologies would
establish an important conceptual framework thated digital technologies within the
dialectical relationship between capital and demogr | would argue that such a
framework ought to stress the social aspects dhtaogy rather than purely technical
characteristics. Technology and the process dtizhtjon can enable greater access to
creative or cultural goods but, in order for tlugdke place, the technology needs to be
truly participatory. Otherwise, digital technolegisimply further the expansion of

capital relations.
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Within the context of digital cinema, digital projen technology has the
potential to exhibit progressive forms of digitaihtent, including locally produced
media, non-commercial, avant-garde, alternativeadical media productions. If digital
cinema technology were used for these purposes thieater chains could provide an
exhibition outlet for independent media produceesking with digital equipment,
thereby truly democratizing the film industry. &pmendent and smaller theater chains
could also use digital technologies to network waitie another in creative ways, which
would establish a reliable distribution network fiedependent producers. However, the
Big Three have carefully coordinated the transitimdigital cinema in order to provide a
reliable network of theaters for the exhibitioneatclusive content, particularly
Hollywood films in 3-D format. In this sense, daifilm exhibition simply becomes
another format for recycling and repackaging ietlhal property held by the major
media conglomerates like News Corporation, TimeMgrDisney, National
Amusements, and General Electric.

In order to truly democratize theatrical digitahema, a reliable theater circuit
would need to exist for the exhibition of indepentdeontent. However, this begs the
guestion as to whether the traditional form of theal exhibition remains a viable outlet
for independent content, especially when onlin&itistion and access provides a much
easier means to accomplish such a goal. Thegweuisely the issues that a more solid

theoretical understanding would account for as agllindertaking a more broadly based

13 As of this writing, General Electric and Comcaavé preliminarily agreed upon terms to transfer
ownership of NBC-Universal. If the deal is consuatad,Comcast will assume 51% ownerslaipd
General Electric will retain 49%.
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interrogation of the ways in which exhibition aretass play an important role in media
economics.

Secondly, my case studies have demonstrated hqwretions and their
subsidiaries have carefully orchestrated the psoétechnological change within film
exhibition, but each case study occurred withimigue historical context. For example,
| briefly discussed how the costs associated wéltiag a production or exhibition
company were very inexpensive when film projectiechnology was first introduced.
Anyone with access to a camera and space for eximtmould easily enter the film
industry. Indeed, Edison faced competition fromdneds of independent producers and
exhibitors looking to profit from the high demarat filmed entertainment. This was
precisely the reason for the formation of the MPPCo

By pooling the members’ patents, the MPPCo threatéa sue independent
producers and exhibitors for infringement upon ptee devices and materials. Rather
than engaging in a legal battle with Edison anduift®Co, many producers and
exhibitors simply chose to shut down their operatioThose producers and exhibitors
that wanted to continue operating would need tdeaby licensing agreements
established by the MPPCo. In this sense, techydlag was being used on the periphery
of the burgeoning film industry became centerethencore, which was comprised of
powerful corporations looking to exploit the comuwial potential of projection
technology.

Similarly, the Big Three are concentrating digpabjection technology within
their theater chains and restricting competito€sess to the technology by requiring

rival exhibitors to abide by licensing agreemer@ly by agreeing to these licensing
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agreements can rival exhibitors gain access tadh&ent provided by NCM.
Consequently, the licensing agreements allow tigeTBree to derive revenue from
advertising sales within rival theaters. In suing, process of structuration during times
of technological change remains the same even theagh change occurs within
different historical contexts.

Thirdly, | have focused specifically on the digitednsition within the United
States. The global transition to digital cinemanslerway as well. Neither Regal or
AMC own theaters outside the United States, bue@iark owns properties in Latin
America. Moreover, we know the Big Three have ing substantial amounts of capital
from J.P. Morgan and other financial institutioasatcelerate the rate of implementing
digital cinema systems. Further research tradiegrtays in which capital, digital
projection, and digital content is being distriisground the world would provide
important insights into the global digital transiti Such research may reveal significant
interconnections among the corporations controllind financing the digital transition at
the national and international levels.

The establishment of a global digital cinema nekweitl have important
implications for international film distributionDepending on the scope of digital
integration, we may witness a significant changthespatial and temporal dynamics of
film distribution. For example, digital cinema ¢dumake possible the simultaneous
release of films on a global basis. Arguably, ttusld reduce or eliminate piracy. The
effectiveness of this tactic, however, is dependentiffering national contexts and the

results remain to be seen.
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Fourthly, aside from the spatial and temporal aspeica global analysis,
additional research might also concentrate on @heas associated with the digital
transition, including companies specializing iniigcinema system integration. | have
discussed the digital cinema system implementatgaices provided by DCIP, but
DCIP is not the only company providing such a ssviThe Cinema Buyers Group,
which is controlled by the National AssociationTdfeater Owners, has contracted
AccessIT* as the preferred vendor for digital cinema sysiestallation for its smaller
and independent member theaters in North AmeriedigNal Association of Theater
Owners, 2008). Aside from AccessIT, Kodak and Teablor also offer digital cinema
implementation services and similar firms exist baide. Corporations like these can
provide an additional area for research that cgidld interconnections among those
corporations, the corporations controlling digitedema, and global financial institutions.
The full extent of these interconnections is cutyedifficult to discern because the
transition is still underway both domestically anternationally. As the transition takes
shape internationally, we will need to interrogiuese types of interconnections within
national contexts while remaining conscious ofgladal connections as well.

Fifthly, the types of programming made available®tiyh the use of digital film
prints and digital networks deserves closer atantiAfter all, the rhetoric surrounding
digital cinema focuses on its ability to providéhdoitors with greater choice in the types

of content shown in their theaters. | have brieilgntioned a few examples of content

% The contract for digital cinema installation wasgaaded to AccessIT, but the company changed itenam
to Cinedigm Digital Cinema Corporation in 2009. el¢dompany is publicly traded and specializes in
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exhibited in digital format, but digital cinema s enable theatrical space to be used
for many different types of purposes. If digitdinf exhibition truly democratizes the film
industry, then we ought to be able to documenttime@and alternative uses of digital
cinema space. Rather than simply providing spacedrporate meetings, recycled film
texts, or advertainment, digital cinema space @uded to connect citizens around the
world. This scenario seems unlikely, however, sibhevould require Hollywood and the
Big Three to relinquish a certain amount of contr@in the other hand, independent or
alternative media producers may choose to licdmsie content to NCM, which would
give them a substantial theatrical release for iheiependent content. A systematic
examination of the types of programming made alkglay NCM would determine the
degree to which such collaboration is possible.

Finally, further research will also need to additkesimplications that the digital
transition will have for laborers working in thénfi exhibition business, especially
projectionists. Projectionists skilled in the ambé/ of material film prints and
maintenance of film projectors will face signifi¢asinallenges. In fact, skilled
projectionists may be out of a job altogether asitidlustry begins to distribute digital
film prints. Presently, material film prints at@ ffrom obsolete, but the implementation
of digital cinema systems eliminates the need kdlesl projectionists. Traditionally,
films have been sent in canisters that contairsrefelilm stock. Projectionists then
splice the film print together as well as the &eslthat will precede the feature film.

Once assembled, the film is placed on a spool fare@ded through the projector.

services associated with the transition to digilaéma, such as technology, software, finance cantent
delivery.
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Projectionists are also trained in troubleshootingase any part of the system
malfunctions. At the end of the theatrical rurg fitm print is disassembled and shipped
back to the distributor. Digital film prints, ohd other hand, are currently delivered in
three different ways: via satellite uplink, fibgptac cables, or by shipping a hard drive
containing the film. In each case, the exhibitor@y needs access to a decryption key to
access the film. In this sense, accessing difjitalprints operates similarly to
downloading a file to your computer, which elimiesthe need for skilled laborers.
Those projectionists wishing to keep their jobs rimagt recourse in receiving training for
digital projector maintenance and operation. Haavethe effects of the digital transition
raise some serious issues regarding the natueelofological change and its effects on
the labor process.

The transition to digital film exhibition provides important and germane
moment for political economic analysis. The filkh#ition business is becoming
structured according to a distinct hierarchy of pawSpecifically, the Big Three
exhibitors in the United States are controllingitdiigcinema at the levels of finance,
hardware, and content. In order to gain accefitgervices provided by the Big Three,
exhibitors must surrender rights to sell advergsamthin their theaters. Such
exclusionary business practices are reflectivere¥ipus technological change when the
film industry was restructured according to therteiset by powerful corporations and
their subsidiaries, such as the MPPCo, Generatrifleor AT&T's Western Electric and
E.R.P.l. The fact that the Big Three exhibitors working together to control digital
cinema in the United States certainly calls for en@search and detailed analysis as the

digital transition continues in the coming years.
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The digital transition will have significant conssnces for the relationship
between exhibitors and film studios as well asstioelios’ parent companies. If the
largest movie theater chains become fully digitjzgddios and their ultimate owners will
further usurp the rulings of the Paramount Deanek948 that ordered the divestiture of
theater operations. | foresee a more concerted éff reintegrate movie theaters into
larger media conglomerates, which Time Warner aatiddal Amusements, owner of
CBS and Viacom, have already done. Undoubtedéyjustification for further
reintegration of theaters would allude to the coopia of digital technologies capable of
providing access to content. Theatrical exhibitibven, would simply provide one of
many options for accessing content, and media comgflates would claim that
reintegration is a logical step in removing oldrims that inhibit free trade. To resist
greater consolidation and control within the pafac context of film exhibition, we need
to understand the underlying logic of the Param@etrees, which stressed barriers to
open competition and exclusionary business practivée need to reassert the
importance of open competition, diversity, and deraoy in ever-consolidating media
industries.

The transition to digital cinema projection techogeés is still an ongoing process
and the novelty of the film viewing experience preed by digital cinema may not
continue to entice consumers. While the Big Tlaeeestablishing a network of theater
space that can be used for new and unique purpgbsegast majority of productions
shown using digital cinema technology have not wutt&lly altered the movie-going
experience. Old films have been recycled in digitahree-dimensional formats, as was

the case for Disney’s re-releaselaly Storyin 3-D. Audience members pay an
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additional $3 to $7 for ticket prices when attergdépecial events or three-dimensional
exhibitions. Currently, some audiences seem wjltmpay the additional cost for the
aesthetic experience, but | do not expect audietacesntinue paying higher ticket
prices, especially for recycled content. On thheeohand, News Corporationfs/atar
was produced specifically to showcase the capisilaf three-dimensional cinema.
While the film was a success at the box office,absthetic novelty of the film needs to
be kept in perspectiveAvatarwas produced specifically for three-dimensionalileiion
from the first day of production. By contrast, mfiens are still produced for two-
dimensional exhibition, but films released by matudios have been converted into
three-dimensional formats to profit from higheketprices. For example, Time
Warner’'sClash of the Titang/as released in three-dimensional format even tindlog
film was not intended for three-dimensional exhdvit

While we may not yet understand the full implicataf the transition to digital
projection, we can certainly find examples frontdrg that underscore the tendency of
corporations to control periods of technologicampe. Popular rhetoric and corporate
publicity campaigns tend to emphasize a uniquéhaistexperience. However, we need
to consider the intersection between aestheticeaodomics. When one considers the
ownership structures and business operations oiancetiglomerates, technological
change simply provides an additional means foratpy the intellectual properties held
by those firms. Within the specific context of filen exhibition business, technological
change has historically allowed a few corporatimnsestructure the industry according to
their terms. Although technological change carbnancreased creativity and greater

democratization, these ends are not met when tigithnologies are controlled by
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capital and corporate interests. In this sensgocate control provides an example of

continuity throughout periods of technological chan
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