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Studios adjust to digital distribution
Pics now play in as many as 250 formats

A movie used to enjoy a second life on DVD. Now that has exploded into third,
fourth, fifth and more lives on digital platforms as studios adjust to the new ways
people watch movies outside of theaters.

In addition to slotting discs into traditional DVD players, average Joes and Janes
are now downloading or streaming entertainment to PCs, gaming consoles, iPods
and other portable devices. To capture that emerging business, studios must
distribute movies to dozens of new digital retailers that were virtually unheard of
just a few years back, including Xbox Live, PlayStation Store and Amazon Video on
Demand.

A single movie can be offered in as many as 250 digital formats worldwide to
accommodate the various video resolutions and encoding guidelines of these digital
retailers.

Faced with such new responsibilities, studios are changing business models to
better cater to digital. Today, many titles launch on cable/satellite video-on-
demand, Web-based download sell-through/rental services and physical DVD
simultaneously. Historically, studios would give DVD a head start on store shelves,
thinking that's where consumers go most.

"We know that consumers are changing their patterns from one platform to
another. And we don't want to lose that consumer," says Steve Nickerson, president
of Summit Home Entertainment. "If you don't offer it at the same time, you risk
losing the sale."

Since its launch two years ago, Summit has rolled out its titles to nearly all available
digital services day-and-date with their DVD bow.

Many other studios do continue to impose about a weeks-long window between
DVD street and cable/satellite VOD, in the hopes of promoting the more valuable
sale over rental transaction. But even that is disappearing as studios are chasing the
increasingly digital consumer.

In fact, Warner Home Video decided to street "Observe and Report" and "Ghosts of
Girlfriends Past" to certain cable/satellite providers several days before their
September DVD releases.

Sony Pictures Home Entertainment began launching select titles day-and-date with
VOD this year, starting with August release "Obsessed."

"It's much more beneficial if the consumer buys content (instead of) renting
content," says Sean Carey, SPHE exec VP digital distribution. "That being said, we do feel that, for some titles, moving
the VOD date to the same day as sell-through can grow (the business)."
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Download sales are also rising in prominence at Sony, where more than 3% of home entertainment revenues for "Nick
and Nora's Infinite Playlist" came from iTunes transactions.

"This is still a small portion of the home entertainment pie, but digital is becoming an increasingly significant portion,"
Carey adds.

With the help of the Entertainment Technology Center, studios are engineering an interoperable digital master format
(IMF) to further boost their digital businesses. Studios would seriously simplify -- and save money on -- the distribution
process with one movie file, instead of 250, that could be delivered to fit most digital retailers.

Based at the U. of Southern California, the ETC has been overseeing regular studio meetings toward this IMF goal. The
ETC expects to create a master specification by early 2010, having already completed more than half the work by
September.

"We have an outline for all the necessary components required to make the IMF work," says David Wertheimer, ETC
executive director. "We are all pleased with the progress. Everyone wants more efficiency in the system. This will
definitely take what is now a highly people-intensive, manual process into something that is automatic, predictable and
reliable. Studios want to make it easier to get content out as broadly as possible to as many companies that provide
digital entertainment."
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