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INTRODUCTION

The United States has the largest film industry in terms of revenue in the world.  The largest portion of the industry is based in the Los Angeles region.  The Los Angeles neighborhood of Hollywood is synonymous with the industry because of its long history with the film industry.  Hollywood portrays visions of glamour and nostalgia unmatched anywhere else in the world as it pertains to the film industry and it’s easy to see.  The history of the industry is evident everywhere, from the very prominent historic hillside Hollywood sign to the pedestrian level Hollywood Walk of Fame created in 1958 as a tribute to the artists working in the entertainment industry. Hollywood is also home to celebrating the best from the industry. The first Academy Awards presentation ceremony took place on May 16, 1929 at the Hollywood Roosevelt Hotel. It continues today at the Kodak Theatre, which opened in 2001 on Hollywood Boulevard at Highland Avenue, where the historic Hollywood Hotel once stood. 
But today, the film and television industry is located in more places than just Hollywood. It is spread out across the Los Angeles region. Most if not all of the television industry is located in Burbank or in the San Fernando Valley.  Additionally, the “Emmys” celebrating television’s best achievements are held at the Nokia Theater in downtown Los Angeles.  In the Los Angeles region, tourists and locals alike can get up close and personal to the industry by taking tours of the studios, acquiring information about the movie industry along with viewing the ”back lots” used for filming.  The industry has also created amusement parks around their industry as tourist attractions for the young and old. Visitors can also attend television shows or even participate in game shows at NBC and CBS facilities in the Los Angeles region.
HISTORY OF FILMAKING IN CALIFORNIA
Film makers were attracted to Southern California over other parts of the nation because of its reliable climate and diverse landscapes, but specifically the camera technology of the time required sunlight.  Over 100 years ago, the first movie in Hollywood was filmed.  Renowned filmmaker D.W. Griffin, then with the New York –based Biograph Studios shot the movie in Hollywood in 1910.  It was called “In Old California.” It was a story about California in the 1800’s when it belonged to Mexico.
Shortly after in 1911, the movie industry began in earnest in Hollywood when the first movie studio was built - Nestor Studios. It was built in an old building on the corner of Sunset Boulevard and Gower. In the same year, 15 other studios set themselves up in the Hollywood area. These activities began a burgeoning industry growing into a main stay of the Los Angeles economy and since then Hollywood has been synonymous with the movie industry.
DW Griffin along with Cecil De Mille would be the pioneers of the industry.  Griffin would bring the east coast talent of Lillian Gish, Mary Pickford and Lionel Barrymore to Hollywood.  Not long after Griffin and Cecil DeMille would begin making movies regularly in Hollywood and the industry would flourish.

After World War 1, Samuel Goldwyn, Carl Laemmle, Adolph Zukor, Louis B. Mayer, and the Warner Brothers (Harry, Albert, Samuel, and Jack) had switched to the production side of the business. Soon they were the heads of a new kind of enterprise: the movie studio. Also after the war, European film makers and actors gravitated to California. They included the likes of Alfred Hitchcock, Jean Renoir and actors and actresses like Rudolph Valentino, Marlene Dietrich, Ronald Colman and Charles Boyer. 
During the so-called Golden Age of Hollywood, which lasted from the end of the silent era in American cinema in the late 1920s to the late 1940s, movies were issued from the Hollywood studios like the cars rolling off Henry Ford's assembly lines. Most Hollywood pictures adhered closely to a formula-Western, slapstick comedy, musical, animated cartoon, biopic (biographical picture)-and the same creative teams often worked on films made by the same studio At Hollywood's height of popularity in the mid-1940s, the studios were cranking out a total of about 400 movies a year
THE INDUSTRY AND CALIFORNIA
It is very difficult to identify an exact number of the size, scale and scope of the industry due to the different methodologies used to measure it. For example, the US Census Bureau is constrained by government disclosure rules (which protects confidential firm data, specifically if a firm is the only firm in a category or a very small number of firms are in a category leading to release of confidential information) as versus private organizations such as the Motion Picture Association of American, (MPAA) which produces industry statistics.  The differences in methodologies have lead each to produce different numbers at the national, state and local levels. 
However, utilizing the most current industry figures from a 2008 report by the MPAA, it identified that the movie and TV industry contributed 2.5 million jobs and $41.1 billion in wages (direct and indirect impacts) to the U.S. economy. The report also identifies that in terms of direct jobs in the industry, the report illustrates 296,000 core jobs and another 450,000 in related jobs for a total of 746,000 jobs.  
LARGEST STATES FOR MOVIE AND TV (EMPLOYMENT)
California


209,946
New York


  86,637
Texas



  43,167
Florida



  31,997

   
Illinois                                       24,972
Georgia                                    23,469
                                                                                         Source: MPAA 2008
California, as identified in the report by the MPAA comprises the largest segment of the industry in the nation by both employment and wages.  California had 209,946 employees working in the industry with a corresponding $16.7 billion dollars in wages in 2008.  
In a 2010 report by the Los Angeles Economic Development Corporation, (LAEDC) it identified that 141,400 workers were employed in the industry in the Los Angeles region. Outside of Los Angeles, the California counties with the most employment in the industry include: Alameda, Contra Costa, Marin, Orange, Riverside, San Bernardino, San Diego, San Francisco, Santa Clara and Ventura.
LARGEST STATES FOR MOVIE AND TV (WAGES)
California

$16.7 billion
New York

$ 7.56 billion
Texas


$ 1.53 billion
Florida


$ 1.48 billion
Georgia

$ 1.28 billion
Illinois


$ 1.08 billion
                       Source: MPAA 2008
Los Angeles maintains its economic position as a global center for the industry.  The six major studios in the world comprised of Disney, Viacom (Paramount); Sony, News Corp, (20th Century Fox); Time-Warner (Warner Bros.) and Comcast/GE (Universal) all have significant studio operations in the area.   They are joined by a variety of other studios such as Summit, SKG DreamWorks and UA/MGM.
However, there has been a shift in the industry whereby California, the traditional entertainment powerhouse has been impacted by aggressive film recruitment activities by other states and nations such as Canada and India. In 2002 the MPAA released a report illustrating that there were 245,000 people employed with a corresponding $17.2 billion in wages in California illustrating that a significant reduction in the size of the industry from 2008 to 2008, which many industry analysts believe has been caused by increased recruitment activity by states and nations and corresponding run-away production.
RECENT AND CURRENT ACTIVITY
The recession coupled with recent labor disputes specifically the 2007-08 Writers Guild of America strike have had a negative impact on the industry, particularly in California and specifically in Los Angeles. The year 2008 marked a low point for on-location feature film production in Los Angeles and 2009 proved even worse. Nonetheless, the benefits of California adopting a film incentive program – which began in July 2009 – have now become evident and a rebound is occurring in California.
The state in its effort to fight run-away production approved new incentives for the industry in 2009. During this period, then governor Arnold Schwarzenegger announced that 60 productions that were considering leaving the state were approved for the new incentives to stay in the state.  The estimated impact from this action was forecasted to generate $710 million in spending during the state's current fiscal year.  "This is all about jobs and stimulating our economy - it's about the caterers, the make-up artists and countless small businesses that rely on film and television production to thrive and create jobs here in California," Schwarzenegger said.

The rebound is evident in measuring the number of film production days (off of studio lots) measured by the industry non-profit organization, FilmLA.  The number of film production days increased 15 percent in 2010 to 43,646 days, from the 37,979 days in 2009 and 47,117 days in 2008. However, all remain below the peak year of 2006 of 55,400 days.
While film producers had a decent year at the box office in 2008, it did not translate into more jobs in California or the Los Angeles region. According to a report by LAEDC, there were 141,400 jobs for film and television productions in the Los Angeles region in 2008.  LAEDC identified that the jobs in the Los Angeles region declined to 132,400 jobs in 2009. The drop was blamed on labor disputes and run-away production. But employment numbers have returned.  In 2009 and 2010, there were increases in domestic and global box offices sales, the conclusion of labor disputes in the industry and the addition of the state’s film incentives program.  By December 2010, an increase in employment was identified by LAEDC as an estimated 144,400 people were employed in the motion picture industry in Los Angeles (which does not include independent contractors). The picture of the industry looked good as the employment numbers of the industry were slightly off the peak year of 1999 for jobs when 146,300 people were employed in movies and sound recording in Los Angeles.  Additionally, the total employment of 141,400 working in the industry in the Los Angeles region identified by the LAEDC in 2008 when added to the estimated 70,000 independent contractors that work in the industry, (Census Bureau and State Employment Development Department) is very close to the 2008 total of 209,946 employed in the industry in California as identified by the MPAA illustrating a concrete number of those employed in the industry.  
FUTURE
The industry as a whole and in the state continues to be impacted by a variety of issues.   Piracy, run-away production, the previous lack of state film incentives and the general business environment have been major issues confronting the industry.
In 2007, the Motion Picture Association of America (MPAA) and L.E.K. published a study on the 2005 revenue losses caused by piracy in the movie industry. The cost of counterfeiting and piracy to the movie industry in 2005 was $18.2 billion. Most of this piracy occurs outside the U.S.; only $2.7 billion is estimated to occur in the U.S. However, the U.S. motion picture studios are estimated to have lost $6.1 billion of revenue globally in 2005 due to counterfeiting and piracy. Of these losses, $3.8 billion were due to counterfeiting of physical devices (e.g., DVDs) and $2.3 billion were estimated to be due to Internet (digital) theft. Movie piracy rates are highest in China (90% of the market is lost to piracy), Russia (79%), and Thailand (79%). The piracy rate in the U.S. is 7%. Additionally, in a 2006 study prepared for the Institute for Policy Innovation, illustrated that The total number of jobs lost in the U.S. economy was estimated to be 141,030 due to counterfeiting and piracy in the movie industry.  To address part of this problem, the industry has created Motion Pictures Laboratory to foster the use of cutting-edge technology to facilitate the legal flow of motion pictures as consumer media.
Another issue impacting the industry in California is run-away productions. California has lost feature films to other states that are offering incentives.  It is estimated that 40 films were lost as identified by the LAEDC. There has been an escalating effort by states across the nation to recruit film and movies. In a 2010 report by the Milken Institute, it was identified that in recent years, the number of movies either wholly or partially filmed in California has fallen sharply, from 272 in 2000 to 160 in 2008. The report identified that if California had managed to retain the 40 percent share of North American employment it once enjoyed, 10,600 jobs would have been preserved here in 2008. Furthermore, those direct jobs would have had broader economic impact, generating an additional 25,500 jobs after rippling through other sectors.
California has been criticized for not offering incentives to the film & television industry. However as identified earlier, an incentive package was introduced in 2009. It includes a 20% tax credit on expenditures for crews and vendors. The incentives will be available for five years, with $100 million available each year. Payments under the program start in 2011, though production can begin in 2009. It is available for feature films with up to a $75 million budget, and for movies of the week and new television series for original distribution on cable. A broadcast TV series would be eligible for incentives if production returns to California. 
The business environment for the industry has changed in recent years specifically due to the recession and changes in technology. While the industry has seen an increase in box office sales, specifically globally, the amount of tickets sold has decreased.  The economic standard has been to increase the ticket price but has also decreased the number of tickets sold.  For US and California consumers, the increase has been hard to buy specifically during a recession. However, the industry is quick to point out the bargain price of a movie compared to other activities such as attending professional sports events.  Additionally, there is a new focus on costs in the entertainment industry, among both broadcast TV networks and the studios. The recession has curbed advertising expenditures thus creating an environment of cost cutting measures for both films and television.
RESOURCES
· Motion Picture Association of America www.mpaa.org 
· Bureau of Labor Statistics http://www.bls.gov/oco/cg/cgs038.htm 

· Los Angeles Economic Development Corporation- http://www.laedc.org/reports/Entertainment-2010.pdf 

· Film Los Angeles www.FillmLA.com 
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For further information go to www.californiabusinessminute.com or contact Tim Johnson at 916-717-8284 or at tjohnson@californiabusinessminute.com

