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DIGITAL ROADSHOW EVENTS: APRIL-JUNE 2009

SUMMARY OF KEY ISSUES

[These points are supplementary to those issues addressed by the comprehensive Q&A paper circulated to attendees]

Across the 11 roadshows delivered by the CEA and UK Film Council, supported by Screen Digest, a number of concerns and points of interest were raised. As expected, foremost amongst these was the cost of digital installation, but there was also interest in:

· timescales for widespread digital conversion;

· the reliability of equipment;

· the operational challenges presented by digital equipment;

· the likely availability of film and other content in digital form;

· the need for training in digital cinema skills and the future role of the projectionist;

· opportunities around alternative content; and

· choices around digital 3D.

The key issues under each of these headings are dealt with in turn below.

Costs of digital installation

Applicability of current digital funding models

It was acknowledged that the currently available VPF models would not work for all cinemas. They tended to be predicated on each site showing at least 14 first run films a year playing all shows. This was clearly not the business model adopted by a significant number of cinemas. 

While (as had been the case in the US) digital might provide an opportunity for some to reinvent themselves as first run houses, for others the options were more limited, and include self-financing (with payback over time from alternative content and 3D for example)  or joining the CEA efforts to establish a funding group for smaller operators. 

Availability of public funding

Representatives of the UK Film Council were consistent throughout the programme of roadshows that current and predicted financial demands on the UK Film Council meant that there was little or no prospect of significant public money being available to fund digital conversion. For that reason, exhibitors were strongly encouraged to explore the commercial route being taken forward by the CEA. This is notwithstanding local micro-initiatives that may apply to individual cinemas.

Costs of equipment

It was made clear that there was little likelihood of significant reductions in the price of commercial digital projection equipment, although the recent take-up of 4K technology may have an effect on 2K prices. This is quite unlike the domestic electronics market, where there were potentially an infinite number of customers. There were 110,000 cinema screens in the world, and projector manufacturers had put a huge amount of investment into development of their products with as yet comparatively little reward. There were therefore few economies of scale to be achieved, even for the larger circuits.

The DCI process of outlining high-level specifications leading to standards, which was necessary in order to ensure that digital projectors were both secure and had something approaching the longevity of their 35mm counterparts, was also a factor. 

Cost of projection room alterations

The cost of physical alterations to the projection room varied from site to site and also depended on whether it was planned to run digital cinema equipment in tandem with the existing 35mm projector – in such circumstances a new porthole would often need to be cut. Experience from the DSN was that additional costs varied between £2,000 - £8,000 per installation. Multiplexes often proved more expensive to alter than smaller sites. Alteration costs could include a need to upgrade extractor fans/air conditioning, though this was generally the exception.

Cost of a 3D upgrade to existing 3D equipment

This was generally considered to be around an additional £20,000 although – as noted in the Q and A – business models thereafter vary and total price is dependent on the site/screen in question. Screen Digest analysis suggested that these additional costs could be recouped fairly quickly from the increased box office (related but not limited to the premium on tickets) from this format. 

Timescales for widespread digital conversion 

Many were interested in estimates of when widespread digital conversion would take place, or what the ‘tipping point’ might be. Current Screen Digest market analysis suggested that digitisation of UK cinema screens was likely to reach around 60 per cent by the end of 2011 and 80 per cent by end 2013. 

At some point along this trajectory, it was noted, the willingness of the studios to provide funding to support digitisation was likely to diminish and then end. At the same time – as noted elsewhere - those still operating only in 35mm would find it harder to source prints and where they could, these would become increasingly expensive. 

In terms of ‘tipping point’ it was hard to be specific. Individual cinemas would clearly want to consider not just availability and cost of content, but also additional revenue streams such as alternative content, and the expectations of their audience.

Reliability of digital cinema equipment

Reliability of projectors

There were widespread concerns about the reliability of current digital cinema equipment. Contrasts were drawn with the current 35mm equipment, which had served the industry for over 50 years with little need to upgrade or radically overhaul.

The early experiences of those working with digital projectors were mixed, and it was undoubtedly true that the lack of moving parts and ‘things to do’ when things went wrong, were a culture shock for those who worked with 35mm. However all reported that things were now immeasurably better and that the digital projectors are now at least as reliable as their 35mm counterparts. 

Consumables

The consistent view from those with experience of digital projectors was that they were no ‘harder’ on consumable such as bulbs as their 35mm counterparts. There was however a recognition that the requirements for higher levels of brightness in digital 3D meant that these components were worked significantly harder, and therefore had a shorter lifetime, in this format.

Operation of digital cinema equipment
Ingestion and storage

The general experience was that the uploading of a digital file to a server happened in ‘real-time’ – a two hour film took two hours to ‘ingest’, with this being significantly longer where another film was being shown at the same time. One of the key benefits of digital technology was that once a film had been ingested, the hard drive could be passed on to another cinema – theatre management systems allowed the film to be moved from screen to screen without the need for the original hard drive.

Typically each projector server had the capacity for 6-8 films (depending on length) or less if in 3D.  The provision of an additional ‘library server’ could add significantly to this capacity and allow large numbers of films to be stored until required (subject to availability of KDMs).

Key Delivery Messages (KDMs)

One of the more common concerns was around the delivery of Key Delivery Messages (KDMs), the mechanism by which the encrypted digital files were unlocked. Experience with these was variable, with a common complaint being that they were delivered too late for cinemas to have a run- through of the film before opening. Vue Hull has written a protocol for their distributors regarding KDMs and this could be adopted on a wider scale, with relevant permissions.
Availability of film and other content

The prospects for 35mm cinema going forward

Once the largest three circuits were fully digitised, then the percentage of digital screens in the UK would be above 70 per cent. There would come a point (it was difficult to be certain but logic suggested maybe around the 80 per cent mark) where studios would begin to withdraw what financial support there was for digital conversion and  where the availability and cost of 35mm prints would begin to become a limiting factor for the remaining operators. 

Those still operating only in 35mm would therefore find it harder to source prints and where they could, these would become increasingly expensive. Already there was anecdotal evidence that some cinemas were finding it harder to get hold of 35mm prints of specialised product compared to digital files.

Availability of digital prints

About 75 per cent of the releases in the UK presently were available as digital files (as at May 2009).  This put the UK digital distribution network far ahead of the nearest developed market, the US at about 30 per cent.  This was because the UK had, thanks to the DSN, been able to develop a sophisticated digital distribution mechanism.  The amount of digital prints available increases initially alongside the availability of digital projectors to show them.  

Running dual formats

Many cinemas had decided to run parallel formats in a screen while they are not confident about the availability of digital prints.  This fear is, however, unfounded as at least 70 per cent of the films released in the UK last year were available as a digital file, both studio and independent titles. Ultimately studios need venues to show films in so if you demand a digital copy they will have to provide one.

Availability of digital advertisements and trailers

Both cinema advertising agencies (DCM and Pearl & Dean) have begun initial roll-out of advertisements in digital format. A large and increasing number of trailers are also now similarly available, having developed quickly over the past year.

Training in digital skills

Plans for training provision

The CEA has been working closely with Skillset, the Sector Skills Council for the film and media industries, to ensure that those currently involved in 35mm who want to be trained to use digital projectors and equipment will have the opportunity to do so.

One of the key considerations of the CEA funding group proposal was the recognition that as well as providing a route to finance, there is also a need to ensure that there is sufficient ‘wraparound’ support both on the technical and the skills aspects of digital implementation. 

The future role of projectionists

Some concern was voiced about the future of the projectionist role in a digital age. This was prompted not least in light of the experience of colleagues from Vue Hull - the only digital-only UK multiplex – who have established a way of working which minimises the amount of time needing to be spent in the projection room and where digital technology has allowed them to massively reduce the effort required for example to undertake switchovers from screen to screen. 

A recurrent view from those with experience of digital cinema technology was that while the traditional role of the projectionist would inevitably change, there would emerge a need for differently but equally skilled technicians to manage and maintain digital projectors. 

It would be disingenuous to pretend that the landscape for technicians would not be different once the majority of screens were digital. But there was no reason why - with good planning and close working with partner organisations – a way could not be found to ensure that those individuals who wished to re-skill should have the opportunity to do so.

Opportunities around alternative content

The experience of those digital cinemas which had delivered ‘alternative content to audiences – backed by analysis from Screen Digest – was that this had the potential to become a significant area of revenue growth and audience development for cinemas. The typical audience for events such as opera (which represented some 50 per cent of revenues generated from content screened) were quite different from those for traditional cinema screenings.

There were repeated reports of sold out shows which, when taken with the premium price of tickets (typically from £10 up to £25+ for events such as operas) represented a significant source of income. This could be increased further where ‘season tickets’ for a series of performances were offered, either for a whole or partial season

The key to success appeared to be in the marketing of such events, where those specialised distributors of such product were vital. Cinema operators recognised that they lacked expertise in areas such as opera and theatre and so relied heavily on the former. That said, there was no sure-fire success – there would inevitably be some failures along the way.

Digital 3D cinema

There was a good deal of interest amongst those operating at the more mainstream end of exhibition in the potential of digital 3D cinema, but an equal amount of confusion about the pros and cons of the five different operating systems currently on offer. It was explained that there was no straightforward answer to which was ‘best’ – there were different site-by-site considerations, depending on cinema lay-out, audience and staffing levels.

The provision and cost of glasses was a key consideration, as was the fact that a number of the systems relied on silver screens, thus limiting their flexibility. 3D could only be shown in an auditorium where such a screen was present.

While the experience of those present was that modern silver screens had none of the problems of ‘hotspots’ and light ‘drop-off’ that had been encountered with previous technologies, it remained true that such screens were more fragile and required more frequent professional cleaning than standard screens. 
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