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CONTEXT – Peter Packer, Seminar Organiser
Peter Packer, UK Film Council (FC) Strategy Adviser, set the context for the Digital Futures seminar series.  When the FC was set up, the Department for Culture, Media and Sport had tasked it with promoting and encouraging the use of digital technology, and some work had been done as a result, leading the FC to the point where it was due to publish an interim digital position paper on its website. The FC was now looking towards exploring the broader future of digital, and to involve outside industry and other experts in future scoping.
INTRODUCTION – Terry Ilott, Chair
Terry Ilott (TI) thanked the FC for giving industry experts the opportunity to gather together to offer input into FC thinking on the future of digital.  Whilst there would be a tighter agenda at future seminars, this seminar would be a forum for blue sky thinking which would cover skills development but also:
· access

· creativity and enterprise

· education
OVERVIEW OF MAIN ISSUES FROM SPEAKERS’ PRESENTATIONS

Training and Skills Development
· The media industries would have to be highly adaptive to ride the tremendous upheaval caused by the digital revolution.  Technology, business models, regulation and audience behaviour would continue to be in a state of flux, so the media industry would need to ensure that it sustained a creative and skilled workforce, or else media would become the “new shipbuilding”.
· If the media industry was to be as important in the future as it now appeared, education in media literacy and digital technology must be embedded in the curriculum, from primary school level upwards.

· There was great potential for digital cinema to enhance education.  Web-based exhibition of digital films could be complemented by learning resources on film criticism and filmmaking, allowing greater access to film education.  Short films by young talent could be exhibited on the web, providing a new way of identifying talent not available before.  Moreover, one of the many uses possible for digital cinema screens could be as education facilities for schools.

· Digital cinematography had created new production and service models, the most obvious being that the model of pre-production, production, and post-production no longer existed – it was all ‘production’ now. Special effects houses were getting involved with projects often before the script was completed to discuss ideas and begin to work on effects.  Digital opened up a whole new world of choices to editors and directors of photography in terms of colour correction, digital grading and conforming, etc.  Directors, producers, editors and directors of photography would have to be fully acquainted with all of these new possibilities.

· UK effects houses had an abundance of work at the moment, but there was a chronic staff shortage.  People with a rare mix of technical and artistic skills were needed, and the UK was a particularly good place to find such people; but they would need training now if the UK effects industry was to maintain and improve its global reputation. 
· It was however necessary to be conscious that there was competition for such people from the video games industry, as well as a brain drain to the US.

· The effects industry would train its own staff, but there was also a large UK freelance workforce which would require training, and it was unclear who would support this financially.
· It was vital that training was career-long in order for the workforce to keep on top of developments.  Training must not be restricted to new entrants into the industry, but must be open to the workforce at all stages of their careers.

· The UK’s camera technicians were either skilled in film or in video, but not in both.  Digital Standard Definition (SD) and High Definition (HD) cameras were menu driven like video cameras, but could be used in digital cinematography, so knowledge of both disciplines would be necessary in future – cross-discipline training was necessary.

· Cross media training would also be necessary in the digital film industry.  Digital had brought the disparate worlds of the media industry closer together than ever before, and so the most successful would be those with the broader view.

· Films could have fantastic digital effects and cinematography but were of little appeal to audiences without a good script. Training in digital media must not be at the expense of training in other areas.
Technology and innovation

· Adoption of HD cameras for film and TV was at a faster rate in the US, France, Canada, Japan, Germany and Australia than the UK.  In 2002, 35% of TV drama and episodic television in the US and Canada was shot on HD.
· The future of distribution and exhibition would be digital, allowing for new forms of cinema interactivity and content.  One possibility was interactivity via one’s mobile phone or pda, allowing file downloads of background information, gaming, shopping for placed products, content programming and English audio track downloads for foreign films, amongst other things.

· The general view was that audiences would not want any innovations with the fundamental narrative structure of film – e.g. it was unlikely people would want to vote for alternate endings.  One view was that the main innovations would be in the new range of digital platforms on which film would be experienced, including mobile phones.
· For digital technology to be of any use to the low-budget filmmaker, new innovation would always have to be cost effective.

The limits of technology

· The future would not be determined by developments in technology alone but by the responses of consumers to new possibilities.

· The process of adapting to the new digital reality should not be one-sided, filmmakers should not have to be the ones to make all of the compromises.  The technology should serve the filmmakers, not vice versa.

· The medium of film was not dead, nor would it die.  Digital cinematography merely offered a new set of choices.
New business models
· Beyond the new production and service models, there would also be new marketing models.  Cross-pollination across media platforms was allowing new forms of marketing which were already superseding traditional forms of advertising.  A contemporary example was The Matrix Reloaded, whose video game Enter the Matrix was more than a tie-in; the film could be more fully appreciated by playing the game.
· In the early stages of developing digital distribution and exhibition, the film industry might look to digital TV for useful lessons in reducing operating costs and opening up new revenue streams.
· With digital innovations bringing change on all fronts, research would be vital in order to provide a clear overview of developments.  In particular, it was important to understand how audiences’ consumption patterns would change and what they wanted from digital cinema.
FLOOR DISCUSSION
The wider digital landscape

· Neil Watson argued that digital should be viewed as a means to an end, as a facilitator; this meant that there shouldn’t have to be a digital strategy for the FC; instead digital should be part of the means to a variety of FC ends rather an end in itself. Terry Ilott (TI) presented the opposite view that digital technology was far more than a means to an end, it was changing how everything in the film sector was done – he argued that the FC must do more than simply mainstream digital across its existing range of strategies. 
· TI asked Dan Brooke (DB) whether broadcasters were afraid of digital developments beyond television.  DB replied that all the research suggested that people would watch the same amount of television irrespective of all the attractions beyond or on TV (such as interactive TV).  PB added that TV could offer digital interactivity’s end point – one to one choice – whereas he doubted that the communal experience of cinema could ever be open to this kind of interactivity.
· Geoff Lowe (GL) commented that digital technology would change the user experience enabling ‘lean forward’ as well as ‘lean back’ entertainment in cinemas and that a digital ‘wow factor’ was critical for public take-up.

· Pete Buckingham (PB) commented that resources were limited and so FC interventions would have to be targeted and strategic.  Digital opened up new opportunities, not duties.

Digital exhibition

· DP stated that digital projection would result in different programming, print and advertising (P&A), and distribution costs; however, more films needed to be available for digital projection before this could become reality.  Jeff Allen (JA) noted that business models would change, citing the example of Broadway shows being screened in the afternoons at midwest US digital cinemas, with radio advertising targeted at a specific demographic.  

· Chris Chandler suggested that one way in which the UK film sector could attract new young talent is to make cinemas available to show their first achievements in filmmaking in an impressive context.  

Training and Skills Development
· TI, noting that renaissances can only occur under the convergence of the best possible circumstances, suggested that one contributory factor to a true film renaissance in the UK would be for a rationalisation of all of the disparate film and film-related courses run in UK universities.  The different courses gave numerous useful skills to students, but a co-ordinating spirit was lacking to match the needs of the industry with the courses available.

· JA argued that organisations like Skillset would need Government assistance to realise the full potential of the new film and digital training courses it was organising; he added that while employers should train their own staff, they could not be expected to pay for the training of freelancers, of which a large proportion of the industry was composed - financial incentives should be put in place for training courses.  Retraining would also be essential, JA stated: careers lasted for decades, technology developed constantly; for a skilled UK workforce to remain skilled, it would need to keep constantly up to speed with advances.
· Dick Penny (DP) commented that Watershed had had to fund its web-based education project as no education authority or funding body saw its significance.  He suggested that as the FC had limited financial resources, in addition to funding education projects it should use its influence to help educators and trainers realise the importance of offering children the opportunity to acquire the skills needed to work in the creative media industries in the future.

Annex 1
SPEAKER PRESENTATION SUMMARIES
1.
Paul Styles, KPMG

Paul Styles (PS) offered an overview of the technological advances which were making the digital revolution possible, including silicone, digitalisation, compression, micro miniaturisation, WINTEL platform, satellites and wireless, but added that digital technology could not be an end in itself – the purpose of technology was to serve people’s needs and desires.  The future could not and would not solely be determined by the technology, but by people.

Adaptive behaviour would be essential in media industries to ride the immense changes digital was bringing.  
Legislation would have to adapt – piracy was a pressing issue more than ever before as a result of new technology, but it was as yet unclear how media industries would succeed in overcoming this problem.  

Revenue streams would alter, an example being the decline in TV advertising revenue in the face of multiple channels.  And it was not always going to be obvious where the biggest successes would be – no one predicted what a goldmine SMS texting would be.

Consumers readily adapted to technological advances, and so the cost of new technologies deflated rapidly to satisfy the continual consumer demand for more.  This was the age of ‘Me media’, of mass customisation.  Consumers were now smarter in using technology to express individual identity but still needed information and education in the many options and issues relating to the mass media.
To handle these changes, managers throughout the media industries would constantly have to adapt – specialist courses were needed.  PS commented that the demands of the future would not be so different from those of the past, only different skills would be needed to cope with them.  He warned that in the absence of a creative and skilled workforce, media could become the “new shipbuilding”.

2.
Jeff Allen, Panavision UK

Jeff Allen (JA) discussed the impact of the rise of digital cinematography on skills and the value chain.  

He stated that the speed of digital technology development was remarkable, but warned that whilst millions of pounds were required to develop new technology, there was always pressure to sell it at low cost with the consequence that there was less and less money for future research and development.

JA explained that in terms of filming with High Definition (HD) and Standard Definition (SD) digital cameras, there was a real need to improve training in the UK.  HD and SD cameras were menu-driven, and consequently closer to video cameras than film cameras.  UK film technicians currently had little or no knowledge of video, and video technicians were not used to filmed drama; cross media training was accordingly vital.  In the US and Canada, 35% of TV drama and episodic shows were shot on HD in 2002, and this figure was rising.  France, Germany, Japan and Australia were also adopting HD quicker than the UK.

The sooner the UK started to adopt SD and HD the better, as technology was continuing to develop apace, and the next generation of digital cameras would be capable of a quality even closer to film, making its increased use more likely.

Directors of photography would need to acquire skills and knowledge of digital cinematography – colour correction, colour timing, conforming, digital grading, etc.  Production and content service models were changing with the advent of digital filmmaking (see Fig. 1, page 10).  Directors of photography, producers and directors would need to understand fully these new models.  Decisions made at the start of the production process would affect choices further down the value chain, so filmmakers would need to know how to make the most cost effective decisions from the start.

JA reiterated the importance of training, and of cross-training for film and video technicians, especially digital projectionists.  He emphasised that training should not only be for new entrants into the sector, but most importantly for those already in the industry.  

3.
Dan Brooke, Channel 4

Dan Brooke (DB) introduced himself as Managing Director of E4, Film Four and Interactive, and stated that he would focus on enterprise in the digital domain.

He explained that it was a time of great change in the TV industry, largely driven by technology, and mostly by distribution technology, e.g. cable, satellite, digital TV. This had resulted in much more competition with almost 50% of homes having access to new non-terrestrial channels.  There had been a consequent change in the way people watched TV, and broadcasters had to work much harder to gain and maintain new viewers.  Programming 
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Fig. 1 – Stages of Digital Production

was already changing.  With four channels, creating an ‘event’ programme had been easy enough, there being a captive audience to view it.  Now programming and marketing strategies had had to alter to have the same effect, with Big Brother for example being scheduled to appear every night on Channel 4, all day on E4 and the web, and involving interactivity via mobile and landline phones.  Research was vital to understand how audiences would behave in the new world of digital broadcasting.

Business models were necessarily changing.  Subscription revenue was a relatively new concept to broadcasters, and new business models had been developed for this.  Traditional advertising revenue was not as profitable with the rise in the number of independent channels, and so product placement and programme sponsorship were important new models.  New gaming channels were a huge new source of revenue.  With new sources of revenue would come new regulation, which would be one way in which the soon to be created regulatory body Ofcom could have a profound effect on broadcasters.

Freeview had been very successful.  It was likely that in the future the Freeview technology would be embedded in TVs, especially if the Government was determined to switch off analogue broadcasting in the next ten years; digital terrestrial would then offer thirty channels where analogue terrestrial had offered five.

Training would be vital for current and future managers to understand the way in which digital had greatly widened the horizon of broadcasting.

4.
Courtney Vanderslice, Cinesite

Courtney Vanderslice (CV) explained that Cinesite was a facility for digital and other types of special effects.  Cinesite mostly worked on films, most of which were US-financed.  It was owned by Kodak, and CV explained that with the advent of digital cinema and TV, Kodak was having to adapt by moving away from solely working with the medium of film and beginning to work with digital technology.  This meant changing its service models, as digital filmmaking required special effects houses to come on board with a production even before a script was finalised in order to discuss ideas and begin to work on effects. Post-production was a thing of the past – it was all ‘production’ now.  A training facility had been set up to help with this transition, but for financial reasons, this would soon have to relocate to the US.  

There had been a similar move to the US by UK technical talent over the last five years due to the boom and bust nature of film production in the UK, but with inward investment increasing in the UK film industry recently, many of these technicians were returning to work as freelancers. Despite this, there was still a need for more freelancers – UK special effects houses were overloaded with work and there was a chronic staff shortage.  

Mitch Mitchell from Cinesite explained that training new talent was therefore vital, but that people with the necessary skills were rare, as they needed to have a mix of technological knowledge and strong artistic ability; however, for some reason the UK had produced an inordinate amount of such people, and so it was important to continue to enhance the UK’s reputation for special effects excellence through training.  Cross-media training was vital as all of the once disparate parts of the media industry were coming together through digital.  He also noted the need to be conscious that the video games industry would be competing with special effects houses for people with identical talents.

5.
Dick Penny, Watershed

Dick Penny (DP) explained that Watershed was an independent film exhibition and education centre based in Bristol.  Watershed had launched a web-based platform, Digital Shed (dshed.net), designed as a creative vehicle for artists and media producers in the South West, a forum for discussion of online creativity, and a media education resource for all ages.  

The site offered artists a platform on which to exhibit their work, and education resources were tied in with each piece so as to enable the wider community to learn the knowledge and skills necessary both to make similar work and to analyse critically.  DP showed some of these short films to those present, including As I was falling which won the Brief Encounters Depict prize in 1999.  The learning resources included notes by the filmmaker on her inspiration, about planning, workshopping visual concepts, support, cast and crew, and audience response. There were also notes on the filmmaker herself and advice for new young filmmakers on short films, festivals, funding and useful websites.

Other films shown by DP demonstrated the opportunities afforded by low cost digital filmmaking and web-based exhibition to enable creative collaboration between the commercial, cultural and community sectors.

Access was a key objective of the site.  DP explained that the web allowed access for all to the learning resources required to make films and other media content.  The equipment required was becoming less expensive, and so more people would be able to make films, enhanced by knowledge and skills learned from resources such as dshed.net.  In this way, new talent would be identified in ways not possible in the past.
6.
Steve France, BBC Technology

Steve France (SF) explained that BBC Technology was a wholly owned  commercially funded subsidiary of the BBC.  The company provides managed services, products and consulting services to organisations in the media industry.  

SF stated that whilst the film industry was highly successful globally, and though cinema was the preferred platform for viewing films, digital technology had given rise to new platforms which would open up a new world of possibilities. 

Home cinema technology was evolving, movies could be viewed on the internet and soon on mobile phones.  Where and how one viewed media content was increasingly a matter of far greater choice, depending on cost, accessibility, level of interaction, convenience of consumption, location, reliability and fashion.  In addition, there was increasing cross-pollination of media types, with The Matrix Reloaded being more fully appreciated if one played the video game.

With different types of platform and new kinds of content, the UK Film Council would have to make decisions about where best to intervene.  This would involve research and experimentation to see what audiences ultimately wanted from digital, in order to identify where to invest.

A future network of digital cinemas could benefit from lessons learnt through the development of digital TV, in terms of efficiency, new revenue streams and cost reduction:

· to increase efficiency, content management systems, digital archives and production systems for digital TV had been improved in order to reduce operating costs and improve the value of the existing cost base – some of these ideas might apply to a digital screen network;

· new revenue streams had become available for digital TV through the possibilities of TV betting and auctioning, and through for example premium phone request music video stations.  The infrastructural costs had decreased for setting up new channels, making it easier to take risks and experiment to discover what audiences wanted.  Digital cinema would open up new possibilities for content use on other platforms, and for different types of content (sport, theatre, music, etc.) on the cinema platform;

· activities such as these placed cost pressures on the suppliers of equipment, stimulating competition, innovation and a reduction in costs which ultimately benefited the consumer.

However, despite all the possibilities digital opens up for interactivity and new content platforms, the content itself remained king.  SF didn’t foresee that the core desire for strong narrative would be affected by advances – interactivity in cinema would not take the form of collective voting for alternate endings – it would take the forms it was already beginning to on DVDs with background material, and video games like Enter the Matrix.  So beyond new technology for projection, SF saw the main innovations for movie content being in the ever expanding and improving range of platforms on which it could be experienced.

7.
Geoff Lowe, Filmserve

Geoff Lowe (GL) stated that audiences were beginning to expect interactivity, having experienced it on the web, TV and via games. Filmserve was created on the premise that interactivity would be fundamental to the new digital cinema world.  
He argued that it was inevitable that the future of cinema distribution and exhibition would be digital – and advised cinema exhibitors were embracing rather than resisting the digital revolution.  The revolution was underway and it was consequently a time of chaos, but legislation and standardisation would catch up.  

GL was not arguing that the core narrative content of cinema would change, but he predicted that there would be new interactive elements of the cinema experience.  Filmserve had successfully trialled mobile phone interactivity in cinemas, with a very enthusiastic response.  The next generation of mobile phones and pda’s would offer gaming, voting and content programming opportunities, as well as the ability to download files with additional information on a programme or event, or the chance to buy products placed in a film.  In addition, for foreign cinema, an English audio track could be downloaded to a phone for those who didn’t want to read subtitles.  For documentaries, audiences could participate in live discussions before, during and after screenings, and additional information could be downloaded.

GL suggested that all of this would be a part of the cinema experience in three to five years.

Within ten to fifteen years, 3D holography in cinemas would be a possibility.  Holographic technology was already around, available on advanced mobile phones, and soon to be available in a TV-sized format.  

So, if the future was digital, it was vital for the UK to commence digital education in earnest, from primary school upwards.  The UK had produced great digital artists and technicians, but many were working in the USA or on video games.  For the UK to be a key player in digital cinema, education and training must be prioritised and give people the skills required to flourish in the digital domain, both now and in the future.

8.
Charles Sturridge, Film Director

While listening to the various speakers, Charles Sturridge (CS) had been amazed by how much in his opinion they were narrowly focused on their own part of the value chain.  He argued that despite what everyone had been saying, films should not be forced to adapt to new technology, rather the technology should be about facilitating film.  If people were using their mobile phones in cinemas it merely expressed their boredom with the film.

CS offered the example of Telecine as an early instance of a piece of technology designed to improve the quality of a director’s images, but which instead removed all of the director’s subtlety so that each frame was frantic with visual information.  CS felt that many of the speakers had sought to promote new wonders which might help directors but at the expense of the loss of something else which directors wanted. 

CS didn’t deny that digital was transformative and was creating wonderful new opportunities for directors.  However, the central need for strong scripts and direction would continue, and so training in script development would remain as necessary as training in digital technology.  And cost effectiveness was essential – low budget directors didn’t want to spend 60% of their budget on colour re-grading!  

In going forward, there had to be a sharing of need – technology had to meet the needs of directors as much as they needed to adapt.  Digital was a revolution, but it would not replace the older order – film was not dead and nor would it die as digital continued to advance.  Digital merely offered a new set of choices available to directors.  

� See Annex 1 for full summaries of each presentation.
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