Adolph Zukor and the Formation of Paramount Studio, 1910 – 25
Define the studio system: 1) vertical integration; 2) long-term exclusive contracts.

Situation about 1910-15: predicament of the film producers – get more money for themselves since all the receipts are at the bottom of the chain?
Adolph Zukor – “dear little man” (Pickford) or the Napoleon of Film?

Teams with Lasky in Lasky-Famous Players beginning 1912 – uses profits from nickelodeons to move into feature films.
Then moves into distribution when he swipes Paramount Pictures from Hodkinson 1916; he also appropriates the name.

How to extract $$ from exhibitors:

1) First ideas were block booking and exclusive booking.  But exhibitors resent his arrogance and dominance.
2) Then build his own theater chain (2000 by end of 1920s); has to borrow a lot of money from New York banks for expensive real estate.
Thus vertical integration completed by c. 1921.

Paramount as the largest; and the financially most fragile of studios.

The “major” studios – Paramount; MGM (see Thalberg); Warner Brothers; Fox (becomes 20th Century Fox in the 1930s), Universal, Columbia; United Artists mostly into distribution; RKO and Disney added later.
Movie business structures, 1920s

1) Movies are now big business: by 1930 sixth largest business in USA.  East (finance, administration) - West (production, “studios”) division.  (Zukor delivers lecture series at Harvard University 1927; on cover of Time magazine, 1929).
2) Advantages of new organization: efficient organization of whole chain, predictability, consistency of marketing; and thus profits. 
3) Dependence on New York Banks, especially Paramount; could have negative consequences when receipts decline.

4) Are they monopolies?  They are in competition with one another; but since they control distribution, they make life hard for independent theater chains and independent producers.
