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Introduction
My name is John Woodward, I work at the UK Film Council.  I would like to welcome everyone to this afternoon’s event which has been organised by the UK Film Council alongside the British Film Institute, the Film Distributors’ Association and Pact, and we are here for a very specific purpose and I just want to take a couple of minutes to set the stall out, if you like.

This is obviously a time of enormous change and therefore enormous opportunity and therefore, probably, enormous danger for the film industry.  Arguably we are on the cusp of the most radical transformation in the film business since the invention of television – or the mainstream integration of television into the UK back in the ’50s.  The driver of this is going to be digital technology and excuse me for stating the blindingly obvious but this will end up going in a direction which makes sense.  Our contention this afternoon is that the outcome is likely to be very, very significant change in the way that content of films is delivered to audience.  
That’s where you get this potential for massive increase in choice for audiences to the benefit of the British film industry and to the benefit of British audiences, particularly our contention is that there will be an increase in choice around British films and specialised films.  The flip-side of that is if the industry doesn’t get it right over the next few years, it is quite possible that what we’re going to see is complete havoc in what sometimes can be a pretty rocky and uncertain world anyway for the British film production business and the British film distribution business.  
The business and financing models for film at the moment to do with windows, to do with rights, to do with DRMs, are all under scrutiny from anyone running those businesses and the only thing that I think you can say for certain is that over the coming years a lot of the existing certainties about the way in which people do business are going to fall away – things are going to change.  
For film producers, obviously the really big question first up is just how films are going to be financed in future.  How’s that going to happen if online distribution starts to be based upon revenue share models rather than minimum guarantees and the different windows that exist at the moment providing finance and pre-finance?  What happens if that starts to disappear?  
For film distributors and for cinema owners, I think one of the biggest questions is how a film’s going to be exploited in the future in terms of their windows.  What’s going to be the sequence of release and what’s that going to mean for your businesses?  
The American studios, interestingly, are already on the move and moving quite fast in this area.  I’ll give you one example:  just a year ago BitTorrent, provider of P2P (peer-to-peer) technology, widely and publicly reviled on any platform you could go to by any senior member of the Motion Picture Association of America, BitTorrent is seen as a major conduit for encouraging piracy; less than a month ago, Warner Bros announces that it has signed an agreement with BitTorrent for online delivery of films using P2P technology, so things are changing, things are moving pretty fast, and the larger companies and even the biggest incumbents are beginning to rethink radically who they are prepared to do business with and the way in which they are prepared to do business.

So, our contention this afternoon is that the message for the industry and for government and for us, as an adjunct to government if you like, is clear.  Either we can try and work together to embrace the potential of the new digital platforms and use them to try and create some new, more profitable models for distribution to the benefit of audiences, to the benefit of the industry, or else we can sit back and allow others – and we can guess pretty much who those are going to be – to move into and control the space and we can watch as the British industry, the European industry, goes into a decline if we stay absolutely blind to the potential of digital in the way, if you think back, perhaps that Rank and EMI remained blind to the potential of video and multiplex cinemas in the 1980s.

So, from the UK Film Council’s perspective, the reason we are here is because we want to try and figure out the best way in which public policy can help to ensure the British film industry and British audiences get some of the benefits of these changes.  So, the main thing I wanted to stress is that this afternoon therefore is not really a kind of general discussion on the development of the digital market; what we really want to try and focus on is what are the public policy interventions that the UK Film Council and the British Government might make, given our limited resources, given the amount of money that we have in order to try and make a difference over the coming years.  I’m the first one to accept that future-gazing is a hazardous, difficult business at the best of times, but I think we would be derelict in our duty if we didn’t try and figure out what it is we should be doing over the next few years as this change I’ve tried to outline starts to happen.

On the exhibition front, the cinema exhibition front, we are already starting in the sense that we are in the middle of rolling out a digital screen network which most of you know about and that should help enhance choice for cinema audiences in the UK and I think what we are really recognising here is that the changes in delivering films into the home could be just as radical in terms of how that’s going to alter the landscape over the coming years.

So, what have we done about it to date?  Well, last year we put a tender out for a detailed study examining the potential of digital platforms to broaden the range of films on offer to audiences in the home.  Most especially, we were mindful of the potential of the new digital platforms to make available films that in the jargon are beginning to be called ‘long-tailed’ films – back catalogues, specialised films – that online distribution systems don’t have the kind of scarcity problems that physical distribution systems have – the way in which those films might actually be made more easily and more quickly and more cheaply available to audiences.  The winners of the tender were a combination consortium of Screen Digest and Magic Lantern – the gentlemen to my right.  A lot of you, I know, spoke to them in the course of putting together the study and we are very grateful to you for your time and the input that you gave.  I am really pleased that everyone has turned up today to hear and listen to the ideas that these guys are going to set out over the next half-hour or so.  The most immediate step in the short-term for the UK Film Council is that next month we are going to sit down with the other national screen agencies – the other Film Councils, if you like, across Europe – and try and work through the beginnings, informally with the MEDIA Programme, of multi-lateral initiatives around digital and to begin to start to think about how public funds like the MEDIA Programme could be possibly shifted to help us, and to an extent these kind of meetings this afternoon are going to be quite instrumental, we hope, in telling us how we should be approaching those sorts of conversation.

So that’s it really from me.  We’ve organised the formal part of the day in three parts.  First of all Screen Digest and Magic Lantern are going to present the conclusions to their report.  We are then going to split up into three break-out groups.  Each group we are going to ask to consider one question and that question is basically:  What should the UK Film Council and Government do over the next few years to address the issues that you are now about to hear about? So enough from me and I think I’ll hand straight over to Screen Digest and Magic Lantern.
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