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Introduction 

 
The term technological disruption has bounded about the common lexicon for many years now. 

Industries ranging from mass manufacturing to healthcare have felt the disruptive impact 

technology can bring. Some, especially mass manufacturing, have felt it more than others. Yet 

when technological disruption occurred within the recorded music and movie industries, it 

manifested itself in its own unique way. Both the recorded music and movie industries harnessed 

the progression of technology by opening new markets and finding new products to sell. Yet, the 

advent of the Internet caught both industries off guard. 

 

Recorded music has transitioned from vinyl to cassettes to CDs. Movies have transitioned from 

theatres to VHS to DVD to BlueRay. In each instance of technological transition, both industries 

have managed to embrace the emerging technology and channeled it either into an existing or an 

entirely new revenue stream.  The advent of the Internet changed everything. Two industries that 

once seemed undaunted by technological change were caught off guard by high school and 

college aged kids choosing to share their music and later movies over the Internet. The main 

narrative of technological disruption within the recorded music and movie industries is one of 

industries failing to take heed of what, at the time, seemed like a minor technological change, 

attempting to suppress it rather than embrace it and as a result seeing their business models 

decimated. Today’s consumer is an individual not only paying for the creative work itself, but 

also the convenience of having such work when they want it and how they want it. With the 

advent of the Internet, an artist or filmmaker can take his or her finished product and market it 

directly to the consumer; effectively circumventing the labels and studios. It would be illusory 

however, to limit the analysis of the disruption of technology to simply the advent of peer-to-peer 

sharing over the Internet. 

 

Equally important is the fact that reductions in the price of technology used to create music and 

movies has fallen, resulting in lowered barriers of entry for artists and filmmakers. Songs that 

once required the services of professional recording studios now can be created in a basement 

with a few thousand dollars worth of recording equipment. Professional quality videos can be 

recorded and edited with a single camera and a computer with the proper software.  

 

While the purpose of this article is propose an educated prediction of the future of the movie 

industry, it is an absolute necessity that the reader understand how both the recorded music and 

movie industries arrived to where they are today. As a result, this article utilizes the four 
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industrial process steps creation, manufacture, distribution and consumption, and uses these to 

guide the reader. Guiding the reader through the disruption technology caused, how the industries 

responded and what has happened since. The movie and recorded music industries have entered 

into an era of competitive democracy as the old guard crumbles among them. New creative 

expressions and new ways to distribute them will emerge. The consumer will vote with every 

dollar and determine which idea will succeed and which will be condemned to the dustbin of 

history along with the old industry business models. May the best idea win.   

  

 
The Recorded Music Industry  

 

The Effect Of Technology 

 
For the recorded music industry, not only has the advent of the Internet accelerated the 

pervasiveness of piracy, as piracy has always existed in the recorded music industry (think 

bootleg cassettes and CDs) but also the cost of the creating music has reduced the overall cost of 

recorded music. Recording sessions that once required professional studios and could only be 

afforded by the record companies can now be replicated in basements with only a couple of 

thousands of dollars worth of equipment.
1
 Peer to peer file sharing networks have evolved beyond 

the early days of Napster and have outpaced the recording music industry in providing music 

conveniently to the consumer at nearly zero cost to the consumer.
2
 As a result, the recorded music 

industry not only has been forced to adopt ever changing business model, but also a new 

generation of artists, consumers, and entrepreneurs unwilling to work within the traditional 

framework of the industry. 

 

                                                        
1
 This author has spoken to musicians who have confirmed the ability to buy the basic equipment necessary 

to record a song. The quality and amount of equipment fluctuates with the amount spent. 
2
 A quick Google search will yield dozens of peer to peer websites that allow an individual to download 

hundreds of high quality albums at no cost and with little to no risk of malware. 
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The recorded music industry’s business model relied almost entirely on selling one product: CDS 

(cassettes and vinyls before that).
3
 The industry generated billions in revenue through the sale of 

these physical products.
4
 Consumers who wanted a single song were often forced to purchase an 

entire CD or vinyl. In theory an artist with one widely popular song could drive revenues by 

strategically placing that song within a CD coupled with mediocre, unpopular songs. An artist 

with numerous popular songs could again drive the sale of numerous CDs through the strategic 

placement of such songs. As well, the existence of the physical product meant that the industry 

created bottlenecks in both the creation of the physical product and its distribution. The factories 

capable of creating the physical product could be used to stamp out any attempt to produce illicit 

copies.
5
 The presence of distributors, such as the defunct Tower Records or big box retailers, 

whose own business models relied on the sale of physical product, continued to promote the 

industry’s business model of selling physical products.
6
 This of course is not to say attempts at 

illicit copies were not tried. The advent of home cassette recorders and CD burners allowed 

individuals to create illicit copies of their own legitimate cassettes or CDs for distribution; 

motivated by profit or simple enthusiasm for the music.
7
 The recorded music industry was blind 

to the onslaught that the Internet would bring to the industry. 

 

With the emergence of widespread Internet availability beginning in the 1990s, music buyers 

across the United States began to see the possibilities the Internet could bring to the availability of 

music. Many stripped their legitimate CDs of music files and provided them for download to 

                                                        
3
 Jessica Wang, A Brave New Step: Why The Music Industry Should Follow The Hulu Model, 51 IDEA 514 

(2011). 
4
 Even in 1999 revenue for the record music industry was at $14.6 billion. David Goldman, Music’s lost 

decade: Sales cut in half, CNN Money (Feb. 3, 2010), 

http://money.cnn.com/2010/02/02/news/companies/napster_music_industry/. 
5
 By having a select amount of factories producing vinyls or CDs, the industry could monitor the amount of 

product being produced and the flow of that product.  
6
 Retailers, especially specialized retailers such as Tower Records, profited form the sale of physical disks, 

therefore there is an inherent desire to stop any threat to their profits. 
7
 Wikipedia, Bootleg Recording, http://en.wikipedia.org/wiki/Bootleg_recording (last visited 2014). 
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friends, family, and even strangers.
8
 A few services, such as Napster, attempted to consolidate the 

unwieldy distribution of free music across the Internet by providing a service that gave 

individuals a one-stop-shop for all their musical needs.
9
 Soon billions of songs were shared across 

the world.
10

 In less than a decade, the music distributors that once forced herds of consumers 

thorough their doors were faced with possibility of extinction. The recorded music industry itself 

suddenly faced declining revenue and consumers migrating to peer-to-peer file sharing 

websites.
11

 Rather than embrace the inevitable rise of the Internet, the recorded music industry 

chose to fight to preserve their outdated business model. In their attempt to keep their business 

model alive, the industry relied on legislation, litigation, and institutional controls.  

 
How The Industry Responded 

 

It is no secret that the Recording Industry Association of America (RIAA) wields immense 

political power, which has allowed the industry to utilize Congress to trumpet its own protection. 

For example, 1971 Congress passed the Sound Recording Amendment (SRA) giving provisional 

sound recording rights to music replayed on separate physical cassettes.
12

 This was a response to 

the rise of home cassette recorders and the emergence of bootlegs. As well, the Audio Home 

Recording Act (AHRA) preserved the businesses of personal media device manufactures but 

required the payment of between one to twelve dollars in royalties to the industry per device 

produced.
13

 In response to digital music, the RIAA pushed Congress to pass the Digital 

Performance Right in Sound Recordings Act of 1995 (DPRA)
14

 and the Digital Millennium 

                                                        
8
 The nature of peer to peer filing sharing requires someone to initially upload a copy of a song. In the early 

days of peer to peer file sharing these initial copies came from stripping CD albums of their songs.  
9
 Napster in essence was a program that catalogued all the songs that were being shared online and allowed 

an individual to search this catalogue through the use of keywords.  
10 From 2004 to 2009 approximately 30 billion songs were downloaded using peer to peer filing sharing 

websites. RIAA Frequently Asked Questions, Recording Industry Association of America, 

http://www.riaa.com/faq.php. 
11

 Between 1999 and 2009, industry revenue dropped from $14.6 billion to $7.7 billion. Id. 
12

 Sound Recording Act, Pub. L. No. 140, 85 Stat. 39 (1971). 
13

 Audio Home Recording Act, Pub. L. 102-563, 106 Stat. 4237 (1992). 
14

 Digital Performance Right in Sound Recordings Act, Pub. L. 104-39, 109 Stat. 336 (1995). 
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Copyright Act of 1998 (DMCA).
15

 Both significantly expanded the performance rights to 

copyright owners in the digital realm. As well, the RIAA pushed for criminal penalties. In 1997 

the No Electronic Theft Act (NETA) provided that large scale file trading, even if undertaken 

without any intent to profit monetarily, can constitute a crime.
16

 Most recently, the introduction of 

the Stop Online Piracy Act (SOPA) and the Protect IP Act (PIPA), introduced in the House and 

Senate respectively, attempted to coopt websites, online search engines, and Internet service 

providers into stopping infringements of copyrighted material.
17

  Both pieces of legislation failed 

after they were met with immense opposition at both the grassroots level and by the tech 

industry.
18

  Despite the immense political weight the RIAA threw around, legislation failed to 

stop the increase in illicit music downloads.
19

 Legislation was not the deterrence the industry had 

hoped in would be as evidenced by the fact that music piracy had increased dramatically during 

the very same decade these pieces of legislation were passed. 

 

While legislative attempts by the recorded music industry failed to stem an increase in online file 

sharing, attempts to deter peer-to-peer file sharing through litigation not only failed but also 

alienated an entire generation of music listeners. The RIAA, record labels, and even individual 

bands focused their litigation efforts on both the peer-to-peer service providers and the 

individuals that used them.
20

 Companies such as Napster, Grokster, and Limewire were targeted 

by the industry in a widespread attempt to crackdown of peer-to-peer file sharing.
21

 While the 

                                                        
15

 Digital Millennium Copyright Act, Pub. L. No. 105-304, 112 Stat. 2860 (1998). 

 
16

 No Electronic Theft Act, Pub. L. 105-147, 111 Stat. 2678 (1997). 
17

 H.R. 3261; S. 968. 
18

 Jonathan Weisman, In Fight Over Piracy Bills, New Economy Rises Against Old, New York Times (Jan. 

18, 2012), available at http://www.nytimes.com/2012/01/19/technology/web-protests-piracy-bill-and-2-

key-senators-change-course.html?pagewanted=all. 
19

 Katie Allen, Survey Finds Pirate Downloads At All-Time High And Set To Rise, The Guardian (Jul. 30, 

2007), available at http://www.theguardian.com/business/2007/jul/30/newmedia.musicnews. 
20

 Eric Bangeman, RIAA Launches Propaganda, Lawsuit Offensive Against College Students, Arstechnica 

(Mar. 1, 2007), http://arstechnica.com/tech-policy/2007/03/8953/. 
21

 David Kravets, Dec. 7, 1999: RIAA Sues Napster, Wired (Dec. 7, 2009), 

http://www.wired.com/2009/12/1207riaa-sues-napster/. 
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industry was successful in taking down most of such services through litigation, perhaps the most 

famous being when the band Metallica sued Napster, the industry entered into a war of attrition 

were when one site would be taken down another would quickly replace it.
22

 Lawsuits against 

those who used the peer-to-peer sites began as the industry hoped to deter future use.
23

 As the 

amount of lawsuits grew over the years, the industry found it not only losing the battle against 

peer-to-peer site use but also found public opinion turning against its efforts.
24

 One does not need 

to be a marketing expert to realize suing your customers is not the way to garner customer 

loyalty. As people began to view peer-to-peer file sharing as a way to strike back against the 

recorded music industry for its perceived oppression of individual music lover, the industry found 

itself in an even more precarious spot. 

 

Attempts by the recorded music industry to promote the use of so-called Digital Rights 

Management (DRM) technologies were as disastrous as the legislative and litigation attempts. 

DRMs were envisioned as a form of copyright control embedded within the actual physical 

product or digital file.
25

 Coupled with the DCMA, which made it illegal to break DRM 

technologies, DRMs worked well not in protecting copyrighted works but in alienating 

consumers.
26

 Those who chose to purchase the music were rewarded in turn by faulty software 

that prevented consumers from listening to the albums purchased, the inability to transfer music 

to different platforms (forcing the consumer to purchase multiple copies of a song), and issues of 

the DRM technologies violating user privacy and computer security such as the Sony BMG 

                                                        
22

 Jaan Uhelszki, Metallica Sue Napster For Copyright Infringement, Rolling Stone (Apr. 13, 2000), 

available at http://www.rollingstone.com/music/news/metallica-sue-napster-for-copyright-infringement-

20000413.  
23 Eric Bangeman, RIAA Launches Propaganda, Lawsuit Offensive Against College Students, Arstechnica 

(Mar. 1, 2007), http://arstechnica.com/tech-policy/2007/03/8953/. 
24

 Mike Masnick, Five Years Into Suing Fans, RIAA’s ‘Sue Everyone’ Strategy Has Failed, Miserably, 

Techdirt (Oct. 3, 2008), https://www.techdirt.com/articles/20081003/0945452446.shtml. 
25

 Wikipdiea, Digital Rights Management, http://en.wikipedia.org/wiki/Digital_rights_management (last 

visited 2014). 
26

 Jessica Wang, A Brave New Step: Why The Music Industry Should Follow The Hulu Model, 51 IDEA 

514 (2011). 
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rootkit scandal.
27

 The scandal involved the unauthorized installation of DRM software that 

modified operating systems to allow the software to hid itself, create reports of user listening 

habits, and create vulnerabilities for unrelated malware to exploit.
28

 Considering these faults, it 

should be no surprise that while DRM technologies continue to be promoted, they have failed to 

stop the growth of online piracy.   

 

The industry as a whole did little to embrace the technological change that had begun to wreak 

havoc. Any serious attempt to change the industry’s business model in accordance to the 

technological progression that occurred was lost in a traditional slowness to adapt to 

technological change.
29

 Questions of what, where, and how music would be available over the 

Internet for the consuming public could not be answered. In the meantime, the industry continued 

to lose sales to an ever-growing peer-to-peer file sharing community on the Internet.   

 

 
What Has Happened Since 

 

The recorded music industry’s choice to not embrace the emergence of the Internet but rather 

legislate, litigate and implement institutional controls was its ultimate downfall. The industry 

foolishly believed that it could control and dictate when, where, and what the consumer 

consumed. Simply put, it forgot the simple business adage: the customer is always right. The 

Internet has swung the pendulum of power to that of the consumer permanently. The Internet 

revealed that consumers were only willing to buy the songs they wanted to buy. It revealed that 

consumers wanted their music when they wanted it and how they wanted it. They did not want to 

be pushed into the means of distribution the industry wanted them in. Most importantly, it 

                                                        
27

 Dan Mitchell, The Rootkit of All Evil, New York Times (Nov. 19, 2005), available at 

http://www.nytimes.com/2005/11/19/business/media/19online.html?_r=0. 
28 Id. 
29

 Jessica Wang, A Brave New Step: Why The Music Industry Should Follow The Hulu Model, 51 IDEA 

514 (2011). 



 8 

revealed that the recorded music industry would need to adopt a new business model if it were to 

survive. 

 

This new business model has begun to appear in services such as iTunes, Google Play, and 

Amazon Music, which have allowed consumers to purchase the desired music when they want it, 

to a supported device, and at a fraction of the former price.
30

 Streaming services such as Spotify 

have allowed consumers to access a vast library of music at the cost of a monthly fee or the 

occasional advertisement.
31

 Video sharing websites, the most popular being YouTube, have seen 

a rise in songs being uploaded and consumers taking to such websites to listen to their favorite 

songs.
32

 The record labels, seeing an opportunity, have utilized video sharing websites to promote 

artists through the use of the traditional music video. The hope is that consumers will watch these 

“official” videos and either purchase the music or at least contribute advertising dollars. Freed 

from the barriers of a physical disk, consumers continue to utilize these new online services to 

seek out their desired music and create personal digital libraries and playlists resulting in the age 

old mix tape has been reincarnated in the digital form. The allure of downloading music at zero 

cost will always drive certain individuals to seek out illicit copies. However, the increasingly 

popularity of digital pay download and streaming services has shown that consumers are willing 

to pay for music. Sell instantaneous distribution and convenience along with the music itself, and 

people will buy it. Continue to force consumers to adopt a distribution model most favorable to 

the industry, and people will find a way around it.  

 

The recorded music industry’s desire to preserve an outdated business model blinded it to the 

inevitable change the technology brought. The industry’s adherence to its traditional business 

                                                        
30

 This author has purchased and listened to music through all three mentioned services. 
31

 This author has used both Spotify’s ad supported service as well the $10 monthly ad free service. 
32 Ethan Smith, Forget CDs. Teens Are Tuning Into YouTube, Wall Street Journal (Aug. 14, 2012), 

available at http://www.wsj.com/articles/SB10000872396390444042704577587570410556212. 
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model prevented it from being nimble and open minded enough to embrace the digital music 

revolution and perhaps even make even more profits than it had selling physical products. This 

“head in the sand” mentality allowed others traditionally outside the industry to gain the 

advantage. The best example of this being Apple’s rise in dominance in the digital music 

distribution space with its iPod digital music player and its iTunes service.
33

  By taking advantage 

of the devastation the Internet brought to the industry, and perhaps the incompetence of the major 

industry players, Apple not only set the price ceiling for individual songs, $.99 per song, but also 

geared the industry toward selling its iPod and other music enable devices.
34

 Had the recorded 

music industry embraced the digitalization of music, the industry very well could have dictated 

the price of music. It is plausible that the wider consumer public could have been paying more 

than $.99 per song.  

 

Yet, despite the shift of power outside the industry, the recorded music industry continues to 

pursue shortsighted attempts to preserve an outdated business model. The most popular being the 

so-called 360 deal which allows the record companies to take a piece of artist revenue derived 

from appearances, endorsements, and live concerts, being a increasingly important source of 

income for the artists.
35

 But the implementation of such deals has not settled well with artists nor 

has it become the silver bullet the industry had hoped would revive flagging revenue. Artists are 

naturally hesitant to begin sharing sources of revenue historically not under the contractual 

relationship between the artist and the recording company; and with the progression of 

technology lowering the barriers of entry into the industry artists are less likely to need a label to 

create their music and distribute it.
36

 

 

                                                        
33

 Jessica Wang, A Brave New Step: Why The Music Industry Should Follow The Hulu Model, 51 IDEA 

514 (2011). 
34

 Id. 
35

 Id. 
36 Id. 
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While labels will still continue to provide a valuable service in the marketing of an artist to a 

worldwide audience, the artist now can build a solid revenue stream from their music without 

needing a label. The ability to garner a fan base by using social media for marketing and the 

ability to sell music through digital channels directly to the consumer allows an artist to have a 

better bargaining position should a deal with a label present itself. The artist has the ability to 

shop him or herself around looking for the best deal for their career, rather than engaging record 

labels in the hope of getting a foot in the door. In other words, the artist now has something more 

than their talent to bring to the negotiating table. A good example would be the artists 

Macklemore and Ryan Lewis. The duo created their music and cultivated a large fan base without 

the assistance of a label; becoming a mainstay of the college and club scene throughout the 

United States.
37

 While it was not until the duo had signed with Warner Music Group’s Alternative 

Distribution Alliance (ADA) that the song Thift Shop, and the duo themselves, became a 

worldwide phenomenon. They, by bringing their established fan base to the negotiating table, 

nevertheless had a far better negotiating position than previous artists.
38

  

 

 
The Movie Industry  

 

The Effect of Technology 

 

The movie industry, much like that of the recorded music industry, has ebbed and flowed with the 

progression of technology. Long gone are the days of the so-called studio system where studios 

controlled every aspect of the movie industry within a vertically integrated structure, but the basic 

elements of the industry remain. Movies still require writers, directors, actors, editors, and other 

support staff. While some may work for free, due to a desire to gain experience or a passion for 

                                                        
37

 Zoe Chace, The Real Story Of How Macklemore Got ‘Thift Shop’ To No. 1, National Public Radio (Feb. 

8, 2013), http://www.npr.org/blogs/money/2013/02/08/171476473/the-real-story-of-how-macklemore-got-

thrift-shop-to-number-one.  
38

 Id. 
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the project, many still require compensation for their services.
39

 Technology however has lowered 

the barriers of entry into the movie industry. With the advent of digital recording technology, the 

era where movies were recorded on expensive cameras that used expensive reels films to record 

multiple takes has slowly faded. Replacing it is a new generation of digital cameras that are not 

only cheaper but are also only limited in the number of takes recorded by the size of the camera’s 

hard drive.
40

 Often directors can view a take on set almost immediately rather than wait for the 

film to be processed.
41

 This lowers costs as not only can bad takes be eliminated on set without 

requiring costly processing, but also the time length required for filming can be reduced as 

decisions are made far more quickly than before. Even more, this technological change has 

allowed indie movies to be made on a shoestring budget provided that labor costs can be kept at a 

minimum.  

 

In the fact, this is where the technological impact on the creation of recorded music and movies 

deviate. While technological progression has pushed the cost of recording music to a minimum 

by allowing musicians to record and produce songs effectively in their basements for a few 

thousand dollars, the production requirements of even the most basic indie movie prohibit such 

drastic reductions in cost.
42

   

 

Traditionally filmmakers would work under the supervision of large studios that paid the bills. 

Major studios such as Warner Brothers and Paramount historically had, and, to a large extent, still 

have the resources to create and distribute a movie. For decades these traditional studios were 

willing to take immense risk on relatively unknown filmmakers and their creative works. Many of 

                                                        
39 Henry H. Perritt, Jr., Technologies Of Storytelling: New Models For Movies, 10 Va. Sports & Ent. L. J. 

107 (2010). 
40

 Mike Eisenberg, Movie Technology: The Continuing Battle of Film vs. Digital, Screen Rant (2013), 

http://screenrant.com/movie-technology-film-vs-digital-mikee-105167/.  
41

 Henry H. Perritt, Jr., Technologies Of Storytelling: New Models For Movies, 10 Va. Sports & Ent. L. J. 

107 (2010). 
42

 Id. 
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what today are considered the greatest movies ever made were made with the backing of the 

traditional studios.
43

 As the traditional studios move toward so-called tent-pole movies, that is 

large budget movies intended to maximize profit regardless of artist value, the desire to fund a 

wide variety of creative works, works that may very well be a box office success, has shrunk.
44

 

As the traditional studios have consolidated and moved toward a business model driven by desire 

for higher quarterly results, the focus has become solely on big box office success.  

 

Stepping in to somewhat replace the former role of the traditional studios are the so-called 

independent studios such as The Weinstein Company (TWC), Lionsgate and Megan Ellison’s 

Annapurna Pictures. Having the appetite for risk the traditional studios once had, independent 

studios have financed recent Oscar winners and box office successes such as American Hustle,
45

 

The Hunger Games,
46

 and The Artist.
47

 Unfortunately for many aspiring filmmakers, the 

independent studios, while recognizing that movies are an artistic form, have focused their 

funding on movies thought to have the greatest possibility of box office success. At the end of the 

day, the independent studios are in business to make money.
48

 This means the independents will 

likely hedge by funding projects associated with familiar writers, directors, or actors. When a 

project does receive a capital investment it often comes at the price of the filmmaker giving up 

                                                        
43 The majority of the films on the AFI top 100 had major studio backing. AFI’s 100 Greatest American 

Films Of All Time, American Film Insitutue (2007), http://www.afi.com/100years/movies10.aspx. 
44

 Chelsea Acosta, Hollywood’s Imploding Summer Movie Strategy, Bloomberg BusinessWeek (Aug. 13, 

2013), http://www.businessweek.com/articles/2013-08-13/hollywood-s-imploding-summer-movie-strategy. 
45

 Ethan Sacks, Hollywood super-producer: Megan Ellison of ‘Her’ and ‘American Hustle’ is no longer 

industry’s secret, New York Daily News (Feb. 26, 2014), available at 

http://www.nydailynews.com/entertainment/hollywood-super-producer-megan-ellison-american-hustle-

article-1.1701397. 
46

 Brooks Barnes, With ‘Hunger Games’ Campaigns, Lionsgate Punches Above Its Weight, New York 

Times (Nov. 23, 2014), available at http://www.nytimes.com/2014/11/24/business/media/hunger-games-

studio-lionsgate-punches-above-its-hollywood-weight.html?_r=0.  
47

 Michael Cieply, Weinstein Sends Hollywood an Oscar-Time Mash Note, New York Times (Nov. 27, 

2011), available at http://www.nytimes.com/2011/11/28/movies/harvey-weinstein-pushes-the-artist-for-

oscar-consideration.html. 
48 Lionsgate is a public company making it inherently profit driven and TWC has spoken about its 

profitability. Dylan Stableford, Harvey Weinstein: ‘2011 Will Be Our Most Profitable Year’, The Wrap 

(Apr. 22, 2011), http://www.thewrap.com/movies/column-post/harvey-weinstein-grill-tribeca-26685/. 
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the ability to make decisions concerning final cut, marketing, and distribution to the studio. For a 

filmmaker hoping to break into the business or simply get a passion piece made, the possibility of 

funding from an independent studio is plausible but not likely.   

   

While the progression of technology has done little to reduce the cost of labor within the 

filmmaking process, the transition to a digital format has all but eliminated the lengthy and costly 

process formerly required to manufacture films for mass distribution. Previously when movies 

were recorded on film, a reel had to be edited, processed, and sent to every theatre wishing to 

show the movie.
49

 When VHS, DVD and BlueRay became ubiquitous within the home theater 

market faculties and distribution chains had to be set up and maintained.
50

 Not unlike the 

recorded music industry, the movie industry positioned itself around manufacturing and 

distributing a physical product to the consumer, be it through a theatre chain or a mass retail 

outlet.  

 

As movies quickly transitions to the digital form, the need to manufacture and distribute such 

physical products is being abruptly eliminated. Manufacturing and shipping costly reels to 

theaters is be replaced by the adoption of digital projectors in theatres.
51

 Similarly, consumers 

have shifted their purchasing habits online. Online stores such as iTunes and Amazon, and 

streaming services such as Netflix have slowly replaced purchasing physical disks at mass retail 

outlets.
52

 As consumers inevitably shift their purchasing habits online, the traditional 

manufacturing and distribution model the industry has surrounded itself with will fade. Just like 

                                                        
49

 Henry H. Perritt, Jr., Technologies Of Storytelling: New Models For Movies, 10 Va. Sports & Ent. L. J. 

107 (2010). 
50

 The physical nature of VHS, DVD, and BlueRay require manufacturing plants. 
51

 Henry H. Perritt, Jr., Technologies Of Storytelling: New Models For Movies, 10 Va. Sports & Ent. L. J. 

107 (2010). 
52 Madeline McMahon, Home Entertainment Spending Falls On Declining DVD Sales, Bloomberg News 

(Aug. 6, 2013), http://www.bloomberg.com/news/2013-08-06/home-entertianment-spending-falls-on-

declining-dvd-sales.html.  
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the vinyl presses and Tower Records of the recorded music industry, the facilities that produce 

the home video products have begun to fall silent and the space in mass retail outlets dedicated to 

the sale of those products have become smaller and smaller.  

 

As movies moved to a digital format, consumption of movies has shifted toward the Internet. The 

desire by the consumers to have their movies when they want it and where they want it has forced 

the industry to cope with a rise of online piracy, and declining theatre and home video sales. 

Initially the only way a consumer could view a movie was at a theatre; whether it was the early 

nickelodeons, named for the five cents it cost to buy a ticket, or the large theatre chains owned by 

the studios.
53

 While the studio owned theatre chains were deemed illegal by the United States 

Supreme Court in United States v. Paramount, theaters still continued to grow.
54

 While online 

consumption has not completely eliminated theatre sales, there has been a gradually decline in the 

United States for years.
55

 While the industry initially balked at the advent of the VHS, due to 

fears that it would cannibalize theatre sales to point of extinction, with then Motion Picture 

Association of America (MPAA) head Jack Valenti likening the VHS to the Boston Strangler.
56

 

Eventually the MPAA and the studios realized the revenue that could be made by selling copies 

of movies consumers had already seen.
57

 Since then the advent of online piracy has allowed 

consumers to wait out the theatrical release in hopes that a viewable copy of a movie will appear 

online. Summer ticket sales, the peak of yearly theatre revenue, has declined from just over 650 

                                                        
53

 Wikipedia, Movie Theater, http://en.wikipedia.org/wiki/Movie_theater (2014). 
54

 United States v. Paramount Pictures, Inc., 334 U.S. 131 (1948). 
55 Beth Stebner, Are Americans falling out of love with Hollywood? Cinema attedence plummets to 25-year 

low, Daily Mail (Jul. 24, 2012), available at http://www.dailymail.co.uk/news/article-2178341/Hollywood-
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million tickets in 2002 to just under 550 million tickets in 2012.
58

 Even legitimate sales though 

online stores and streaming have eaten away at theatre sales as consumers opt to discover older 

movies rather than spend to see new releases. As online peer to peer sharing services have 

become more sophisticated, the quality of pirated copies has increased and the time it takes such 

copies to appear on the Internet has decreased. It is not uncommon to find home video copies of 

movies distributed for award contention on popular peer to peer filing sharing websites.
59

   

 

It is of course a natural consequence that sales of physical home video disks has fallen along the 

with the rise of digital distribution and online peer to peer file sharing. Consumers chose to be 

able to select and watch movies at a click of button. It is not out of the realm of reality to see a 

consumer prefer the ease of online download to that of physically going to mass retail outlet. Also 

with mobile device becoming ubiquitous, consumers are choosing to watch their movies when 

they chose to. Many do not want to be bound by a television set and or a DVD player. As 

filmmakers were initially slow to respond to such a change in demand, illicit copies began to fill 

the void. While peer to peer file sharing sites do carry their own set of costs, being viruses and the 

general feeling of illegality, they nevertheless provided a cheaper and, at one point, more 

convenient option for consumers. As a result, filmmakers have begun to shorten the time between 

a movie’s theatrical release and when it is widely available online; sometimes filmmakers avoid 

theatres entirely.
60

 An attempt to give the consumers what they want when they want it. This of 

course has brought the ire of theatre operators who see such actions as a threat to their business 
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models.
61

 The fear is that a world where movies are released online as well as in theatres is a 

world where people stop going to theaters.   

 

DVD and BlueRay however, have not become extinct. While many people can recall the 

bankruptcy of Blockbuster Video, other DVD and BlueRay rental services, such as Redbox, have 

not only survived but also thrived in the era of Netflix and instant downloads.
62

 Essentially a 

vending machine that dispenses DVDs and BlueRay disks, Redbox has managed to keep hold the 

consumers attention despite the increasingly availability of movies online. This phenomenon 

shows that whether a movie is distributed online or offline, convenience in distribution is the 

foundation of media consumption in this Internet era.  

 
How The Industry Responded 

 

The movie industry’s attempts at legislation, litigation, and institutional controls revolved around 

efforts to curb the spread of piracy. Conducted through the MPAA, the movie industry’s anti-

piracy efforts began in the 1970s and mirrored much of the tactics and reasoning seen in the 

recorded music industry’s response to piracy. The MPAA’s first concerted effort to combat piracy 

began with the appointment of Jack Valenti as president of the MPAA. In 1975 Valenti 

established the Film Security Office, which sought to recover unauthorized copies of movies.
63

 

Such efforts to combat unauthorized copies famously entered the public area with the advent of 

VCRs and Valenti likening them to the Boston Strangler.
64

 The MPAA continued their efforts by 

lobbying Congress to mandate the introduction of anti-copying chips in every VCR sold. Such 

efforts were put at an end with the Supreme Court ruling in Sony Corporation of America v. 
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Universal City Studios, Inc. that individual VCR copies are considered fair use and manufacturers 

of VCR devices cannot be held liable for infringement.
65

  

 

The MPAA, nevertheless, continued its anti-piracy efforts in the following decades by continuing 

to support law enforcement and taking legal action against individuals who attempted to break 

video encryption software present on home theatre copies of movies. With the rise of DVD 

burners and DVD copying software, the MPAA took aim at those perceived to be promoting the 

spread of illicit copies. In RealNetworks, Inc. v. DVD Copy Control Association, Inc. Real 

Networks was found to have violated the anti-circumvention and anti-trafficking provisions of the 

DMCA through the promotion of its DVD copying software RealDVD.
66

 MPAA efforts to stamp 

out illicit copies of movies even went as far training dogs to sniff out the pirated copies.
67

  

 

With the advent of peer to peer file sharing, the MPAA doubled down on its efforts to stamp out 

illicit copies of movies. Using tactics that ranged from publicity campaigns to discourage the 

practice of downloading illicit copies
68

 to filing lawsuits against file sharing services such as 

BitTorrent and The Pirate Bay,
69

 the MPAA ultimately faced the protracted war of attrition 

similar to the experience of the RIAA. No matter how many lawsuits were filed against file 

sharing services and the individuals that used them, online piracy continued to grow.
70  
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The MPAA also used legislation in a failed attempt to stamp out online piracy. The MPAA was 

instrumental in the passing of the DCMA
71

 and in the attempts to pass SOPA and PIPA.
72

 Many 

of the MPAA’s legislative efforts, like that of the RIAA, focused on attempting to force IP 

providers to remove connections to online services that hosted illicit copies.
73

 The MPAA’s 

efforts went as far as pushing for anti-piracy legislation in foreign countries. Riding the coat tails 

of regional trade agreements pushed by the United States, the MPAA has pushed to mandate the 

adoption of anti-piracy laws by foreign countries as a condition of entering into the trade 

agreements.
74

 

 

While the movie industry has been spared the vast disruption seen in the recorded music industry, 

it has still continued to resist embracing the developments in online distribution completely. 

Admittedly there have been instances of progress as the industry players have begun to adopt 

digital distribution services such as iTunes and Netflix and the MPAA has publicly backed away 

from its legislative push.
75

 Nevertheless, the movie industry, like the recorded music and other 

major industries before it, has resisted disruptions to its traditional business model and will likely 

try to continue its traditional business model for as long as it is economically feasible.   

  
What Will Happen 

 

The future of filmmaking will not rest upon a drastic change in the creation of movies, but in the 

shift of power filmmakers will have when bargaining with major and independent studios. The 
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traditional structure of the movie industry where the industry is divided into three components, 

major studios, independent studios, and indie filmmakers, will be sustained. This author believes 

that there will always be a desire for large budget blockbuster movies such as Avengers, Dark 

Knight, etc. that will require the financial muscle of a large studio. While such tent-pole movies 

undoubtedly contain financial risk (Disney flops John Carter and Lone Ranger are just two), the 

financial benefit such movies bring when successful will continue to incentivize studios to pursue 

them.
76

 With movie releases becoming more globalized, the financial benefits will only increase 

as movies are released in emerging foreign markets.  

 

The independent studios will continue to occupy the role they currently have. There will always 

be movies that do not command the budget or financial awards to attract the attention of the 

major studios but still require funding beyond the means of an indie filmmaker. Movies that cost 

tens of millions of dollars to produce cannot be made through use of favors or a crowd funding 

campaign. Coupled with that is the independent studio’s ability to conduct a wide scale marketing 

campaign and ensure a movie is released to a wide audience in theatres.
77

 It is the belief of this 

author that independent studios will continue to pursue profits by not only releasing movies in 

theatres, but also through online distribution services; often circumventing theatres entirely. 

Independent studios will find that some movies can only become profitable, or even more 

profitable, by releasing them directly to consumers. By utilizing the Internet to reach a far larger 

audience than a theatre release even could and forgoing the traditional 50-50 split of ticket sales 
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with theatres, a movie is far more likely to be profitable.
78

 This of course is not to say that 

independent studios will cease to cooperate with or finance an indie movie. This author believes 

the ability now that an indie filmmaker has in utilizing the Internet to market a movie will 

increase the likelihood that independent studio takes notice. To cite such buzz will enhance the 

indie’s negotiating position should a studio take notice. For the most part, however, independent 

studios, being in the business to make money, will likely hedge their bets by working with 

established directors, writers, producers, etc.  

 

Unlike the music industry, there will not be a drastic trend toward low cost production for the 

indie filmmaker. The movie industry, nevertheless, has moved beyond the era where the financial 

muscle of entire studios where mustered to acquire a handful of cameras and the necessary film. 

As the technological barriers to the creation of movies exponentially decrease over the coming 

years, this author believes the world will see a more eclectic variety of movies being created. This 

of course is true provided aspiring filmmakers can overcome the cost barriers that technology 

cannot lower. Unlike recorded music where it can literally be a man and his instrument, the 

process involved in creating a movie requires individual skills ranging from the onscreen talent to 

managing the set. It is entirely plausible that a filmmaker could lower his costs by finding free 

labor. An example would be an aspiring actor that is willing to work for nothing in order to gain 

exposure and experience. This also applies to editors, sound engineers, and other professions 

require in the production of a movie. The younger generations of such professions are often 

looking to build their resumes with a variety of projects and will likely agree to work for no or 

very little money. However, there is always a balance between the cost of the professional and the 

skill set of said professional. The more skilled and experienced the professional, i.e. sound, 
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camera, lighting, the less likely they are willing to work for free. This means that indie 

filmmakers will likely face the problem of paying for the skillsets required to make a movie.  

 

The rise of crowd funding websites such as Kickstarter and Indiegogo have allowed numerous 

businesses get off the ground by tapping into the millions of Internet users and the billions of 

dollars in capital they collectively possess. Receiving funds at varying levels in exchange for 

items to match the size of the fund contributed, this can range from a t-shirt to the actual finished 

product, businesses across a wide array of industries have been able to circumvent traditional 

channels of investment. The movie industry is not different. Various filmmakers from the famous, 

such as Spike Lee to the unknown have used crowd funding websites to finance their movies.
79

 

As the Jumpstart Our Business Startups (JOBS) Act facilitates the growth of such crowd funding 

websites and lowers the administrative costs of raising capital, aspiring filmmakers will be able to 

call upon a greater amount of capital outside the traditional channels of the movie industry in 

order to fund their projects.
80

 This again will undoubtedly facilitate the emergence of a far more 

eclectic variety of movies being released by both famous filmmakers unable or unwilling to 

create their passion pieces in the traditional channels of the movie industry and a new generation 

of aspiring filmmakers hoping to express their passion to the world. For the time being, however, 

the ability of an indie filmmaker to call favors and to rely on the resume building to receive 

equipment, skills, and funding will be the lifeblood of movie production.    

 

Whether these passion pieces make money is a different matter entirely. While it is plausible a 

studio will find a project it is willing to purchase or finance, the reality is that the majority of 

indie movies will simple be projects without the hope of making money. This highlights the 

importance of favors and crowd funding will have on the ability of indie filmmakers to continue 
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their work. Keeping costs to a minimum will be of the utmost importance. With the possibility of 

making money negligible, indie filmmakers will be driven by a passion for the work and a desire 

to build their reputation within the industry.   

    

As the creation of movies inevitably moves to the digital format, the manufacturing infrastructure 

dedicated to the production of physical formats for both theaters and home video will follow the 

footsteps of the recording industry’s manufacturing infrastructure into extinction. As studios 

move away from shipping physical copies of movies to theatres across the world, the companies 

that produce the physical products will continue to see demand for their product fall; ultimately 

resulting in their exit from the market. Into the future, it is not implausible to see the theatre 

owners and the studios cooperating on an online system that allows the studios to upload movies 

and the theatres to download them directly into the computerized projectors.
81

   

 

Similarly, as studios move to uploading their movies online and consumers downloading or 

streaming them the infrastructure dedicated to the production of physical home theatre disks will 

disappear as demand for such physical disks grows less. This follows closely to the experience 

within the recorded music industry which also saw its infrastructure dedicated to the production 

of vinyl and CDs reduced with the advent of the online music download. Granted, there is the 

possibility that some infrastructure will survive on the back nostalgia purchases, limited edition 

and re-mastered copies, not unlike limited edition vinyls and anniversary catalogue releases by 

the record labels. However, the demand for such collector items will never match the demand for 

physical home theatre disks before the advent of the online download. There is also the possibility 

that the current manufacturing infrastructure will sustain itself on demand from markets lacking 
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the bandwidth capacity to handle a large volumes of movie downloads and streaming. While this 

may be true in the short term, this author believes the long term trend is toward a worldwide 

adoption of online downloads as Internet networks around the world become more robust. 

 

As movies continue their transition into the digital form, it is obvious to even the most casual 

observer that the future of movie distribution will be heavily reliant on the Internet. What is less 

oblivious is the effect the Internet will have on the traditional model of situation were movies 

were first released in theatres and then released on DVD or BlueRay. Losing their monopoly on 

the viewing of movies decades ago, theatres have had to contend with competition from DVDs, 

BlueRay disks, and digital downloads. The advantage theatres hold, however, over the latter three 

is the experience they provide. Whether it is the IMAX screens that giver the viewer that 

immersive experience or the reclining lounge chairs, theatres give the consumer amenities not 

easily replicated within a home. While their has been a continuous drop in ticket sales over the 

years, theatres will continue to survive within the niche of providing a film going experience. 

Consequently, the theatres that will thrive in the future are the ones that shift to selling an 

experience rather than simply a ticket to see a movie. Such a shift will play well with the release 

of cinematic blockbusters, which would otherwise be underwhelming within the confines of a 

television or computer screen. Yet in the future studios and indie filmmakers alike will, more 

often than not, find it more prudent to release movies directly on the Internet.   

 

Internet enabled devices have progressed well beyond that of the desktop computer and laptop. 

Internet enabled phones, televisions, and game consoles have allowed consumers to purchase or 

stream their favorite movies whenever they want. Consumer choices have made it resoundingly 

clear that the Internet is the future of distribution for the movie industry. Like that in the recorded 

music industry, the popularity of peer to peer file sharing sites, and the resiliency of the pirates 
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who run them, showed an overwhelming demand for such online distribution. While the advent of 

online piracy harmed the industry and made a decades old business model obsolete, online piracy 

nevertheless provided test bed for what at the time was an emerging technology.  

 

Astutely, the movie industry began, and still continues, to distribute home releases of movie 

through online services such as iTunes, Amazon, and Netflix. While peer to peer file sharing sites 

had initially gained an enormous foothold in the distribution of free movies over the Internet, it 

quickly became clear that should a legal and better online distribution system emerge consumers 

would embrace it. In fact, the peer to peer file sharing sites of yesteryear look amateurish 

compared to the level of sophistication peer to peer file share websites exhibit today. The Pirate 

Bay, arguably the most famous peer to peer website, has cultivated an enormous community of 

downloaders and trusted uploaders who provide high definition movies days after the release of 

home theatre disks; sometimes even before.
82

 Learning from the popularity and continuous 

evolution of peer to peer website such as The Pirate Bay, innovators in the field on online 

distribution have attempted to beat the pirates at their own game by providing legal copies of 

movies cheaply and conveniently to the consumer. In fact, the most successful example of legal 

online distribution is Netflix which evolved from mail order DVD rentals to the premier 

streaming website in the Unite States. Netflix has seen its membership rate increase since its 

inception in 1997; counting this author as a loyal customer.
83

 Netflix’s distribution model has 

been so successful that it has inspired competitors, such as Hulu and Amazon
84

, similar iterations 
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in the recorded music industry, that is Spotify
85

, and even streaming websites dedicated to pirated 

movies, such as Popcorn Time.
86

  

 

It would be a fallacy though to simply see the change the Internet has brought to the way movies 

are distributed affecting only the established players in the industry. Arguable, the individuals 

who will reap most of the benefits the Internet brings to the movie industry, not just in 

distribution but all aspects of the movie industry, will be indie filmmakers. Indie filmmakers have 

found that technological progression in the form of the Internet enables them to reach their 

audience without the need to jump the traditional distribution hurdles of the movie industry. Gone 

is the need to convince theatres that one’s movie will drive audiences into seats, only to see 

limited releases and majority of the revenue going to the theatre. The entire world becomes the 

audience when a movie is placed online; and no need to share any possible revenue either should 

a filmmaker decide to create his or own website to distribute the work. Online services such as 

iTunes, Amazon, Netflix, and even YouTube, allow original works to be shown to whom ever 

will watch it; be it one person or the entire world. Utilization of such popular digital distribution 

websites however, comes at the price of sharing revenue. YouTube for instance gives partner 

status to content creators who achieve 75,000 cumulative watch hours over the course of 90 days. 

Once a filmmaker becomes a YouTube partner, he or she begins to earn revenue from ads that 

appear on uploaded videos.
87

 Streaming services like Netflix pay a lump sum for the right to host 
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a movie for 1 to 2 years.
88

 The amount paid varies from movie to movie, but one can imagine the 

amount is correlated with the amount of traffic Netflix believes the movie will drive to their 

website. For digital download services like iTunes, content creators pay around 30 percent of 

revenue for every digital file sold.
89

 The biggest problem for indie filmmakers when using digital 

download services is not necessarily percentage paid to the service, but the fact digital services 

like iTunes, Amazon, and Netflix will only work with distributors, also known as aggregators, 

and not the individual artist or filmmaker.
90

 While the technological progression that is the 

Internet has undoubtedly produced profound effects upon the distribution of all movies, the most 

amazing effect is that upon the independent filmmaker.  

 

For all the opportunities it brings, the Internet is still a vast jungle of information that grows by 

the day. The short of it is that for indie filmmakers to reach consumers and fully realize the 

potential of the Internet, a marketing campaign that connects the consumer to the filmmaker is 

needed. Social media and other egalitarian press provides a promising start yet rarely does it 

garner the publicity required to drive audiences on a large scale. Further, the costs of such 

marketing campaigns are extremely burdensome considering the fact that most indie filmmakers 

rarely have funding to produce the movies themselves. Add to this the fact that many digital 

distribution services will only work with distributors, and many indie filmmakers face an uphill 

battle to have their movies seen. Therefore, it is plausible that many indie filmmakers will partner 

with major and independent studios in a marketing and distribution effort in exchange for a 

portion of any profits. For indie filmmakers unwilling or unable to partner with a studio, it is also 

plausible that smaller and more nimble firms will appear to fill that niche in a manner similar to 

the cooperation between the Macklemore-Ryan Lewis duo and Alternative Distribution Alliance. 
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In fact, services such as Distribber and TuneCore, which has expanded beyond the music space, 

have begun to fill this void.
91

 

 

As was the trend with the consumption of recorded music following the advent of peer to peer file 

sharing, so too will we see a fracturing of the ways people consume movies. As technology 

allowed listeners of music to move away from the exclusive hold that concert halls once held on 

the consumption of music, so too has technology allowed viewers of movies to move away from 

the theatre. However, the steady move away from the theatre has not lead to the total demise of 

theatres. People still continue to frequent new releases not because theatres are, or will continue 

to be, the exclusive distribution channel for new releases, but because the act of going to the 

theatre is a cherished experience not easily dismissed. That cherished experience will not be 

found in the average strip mall theatres of today. For theatres to remain relevant in the era of 

digital distribution, they must invest in the amenities that will drive audiences into seats. This 

includes investing in better screens, better food, and even more comfortable chairs; anything that 

will create an immersive experience that cannot be replicated in a home. To pay for such large 

fixed capital cost, theatres will be forced to increase ticket prices beyond what they are today.
92

 

To justify increases in ticket prices, theatres will not only have to convince consumers that such 

price increases are justified considering the amenities given, but also be forced to screen movies 

popular enough to drive audiences into seats. Meaning that the movies screened in theatres will 

be mostly, if not entirely, large budget blockbusters produced by the major studios.  

 

The consumption of DVDs and Blueray disks for the home theatre has, and will continue, to cede 

market share to downloadable files on the Internet, whether they are downloaded legally or 
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illegally, until they cease to exist in the marketplace.
93

 As digital distribution services become 

ubiquitous and Internet use exponentially increases with faster and faster speeds, it is inevitable 

that consumers shun the physical disk for that of the digital download. Mirroring that of the 

consumption of recorded music through online services, one need only ask why someone would 

take the time to purchase a physical disk when they simply can simply download their purchased 

movie onto their computer, phone, or television instantaneously. Considering the continuous shift 

toward the consumption of movies through digital services on the Internet, this author believes 

the era of the physical disk for the home theatre will cease to be. 

 

Although consumption of movies will inevitably shift almost entirely to the Internet, it is 

important to realize that movie consumption on the Internet will not be a homogenous structure. 

What this means is that pay digital distribution service such as iTunes and Amazon, while 

dominating a large portion of the market, will not have exclusive control of the consumption of 

movies on the Internet. Just as the online distribution of music has fragmented beyond the 

traditional services of iTunes and Amazon into series such as Spotify, so too will the distribution 

of movies online. The market has already begun to show such fragmentation with the advent of 

streaming services such as Netflix and YouTube.  

 

Video sharing sites such as YouTube have grown exponentially over the years as content creators 

have put their content online in the hopes of gaining a large audience.
94

 Supported on the back of 

advertisements, video sharing sites like YouTube have become for some consumers a one-stop-

shop for video entertainment. As a consequence, new generations of consumers have become 
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avid viewers of multiple YouTube channels consuming hours of content.
95

 These consumers have 

made YouTube the center of their entertainment world where not only movies are consumed, but 

also news, pop culture, and global trends. It is in this self contained world where a select few of 

creative have become celebrities commanding the attention of millions of fans who consume 

everything and anything they produce. Granted, there are limitations in what YouTube can 

provide to an upstart filmmaker, however, it is likely YouTube will capitalize on its reputation as 

a hub for entertainment to move beyond fifteen minute video clips.  

 

Netflix, which initial started as an online rental service where customers could pick through a 

selection online and receive a disk in the mail, has reinvented itself as the king of online 

streaming. In fact, Netflix as been such a success that it has begun to produce its own original 

programing in the form of documentaries, movies and hit shows such as Orange Is The New 

Black and House Of Cards.
96

 Consumers have been quick to embrace the notion that for a 

monthly fee one can watch a movie as many times as they want without the hassle of returning a 

physical disk. The rapid success of streaming services like Netflix can be explained by a number 

of reasons, but this author believes the most likely reason is within how consumers view movies. 

Consumers rarely view a single movie multiple times. Aside from select favorites, consumers are 

far more likely to opt to discover new movies on a continuous basis. This plays well with the 

streaming business model, which allows consumers to watch a library of movies for a period of 

time for a monthly fee. The library is then exchanged with a new set of movies, allowing 

consumers to continually discover new works. Such exploratory behavior utilizing a single pay 

digital download service would be cost prohibitive to most consumers. This is the reason why 

streaming services will continue to be the dominant online service connecting consumers to 
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movies. Should a consumer discover a new favorite, the single pay digital download services are 

there to allow for constant viewing.  

 
 
Conclusion 

 

 

While changes in technology will not have the dramatic effect of overturning the movie industry, 

it is safe to say a new era has begun. The basic industry structure of major studios, independent 

studios, and indie filmmakers will continue. The major studios will find purpose in the continued 

developments of blockbuster movies that carry both the highest risks and rewards. Independent 

studios will continue to seek the artistic gem whilst keeping an eye on the bottom line. Indie 

filmmakers, driven by passion rather than profit, will look to the Internet in a bid to raise funds 

for, raise awareness for, and derive what little profit they can from their finished works. Indie 

filmmakers will partner with established studios and specialized firms to navigate this new world 

of digital marketing and distribution.  

 

DVDs and BlueRay disks, and the infrastructure that supports them, will eventually be rendered 

obsolete. Replacing it is a combination of single pay digital download and streaming services. 

Theatres will abandon the film reels of the past and follow the studios march toward 

digitalization. Digital distribution services, while sharing the market with theatres, will become 

the dominant channel of distribution for all movies; whether they are initially released in theatres 

or directly to consumers. These digital services will allow studios and indie filmmakers alike to 

reach worldwide consumers in a way, and in a scale, unfathomable before the dawn of the 

Internet.  

 

The future survival of theatres will depend on their ability to provide consumers with an 

experience beyond that found in the home. Provided with such an experience, consumers will pay 
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the higher ticket prices necessary to cover the increase in fixed costs. Yet consumers will also 

have the option of watching movies either through buying them online or streaming them through 

an online service. As the streaming services business model fits well in the consumers desire to 

constantly discover new movies, it will be the dominant model for online distribution in the 

foreseeable future. Although, it was only recently that one could argue that pay digital download 

was the end in the evolution of digital distribution. To say streaming services will be the 

dominant model may be speaking too soon. 


