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Five Major Studios Join Forces for Movies On-Demand Service 
by Jay Breitling 

Five of the seven major movie studios today announced a joint venture to develop a movies-on demand service. The guts of the service are a downloadable movie platform called MovieFly developed by Sony Pictures Digital Entertainment, but the joint venture still has months of work ahead before consumers will be able to use the service. 

Metro-Goldwyn-Mayer Studios (MGM), Paramount Pictures, Sony Pictures Entertainment, Universal Studios and Warner Bros. agreed to offer movies through the service. According to Sony Pictures Digital Entertainment Vice President of Marketing Don Levy, the agreement on the joint venture was finalized just this week. 

Noticeably absent are major studios owned by Walt Disney and News Corp. Levy said Disney and Fox are welcome to offer their movies through the platform, but he declined to say whether the two companies had been asked to participate and whether they turned down the opportunity. 

According to Levy, the as yet unnamed service is based on MovieFly, a downloadable movie service SPDE has been working on for about a year. Sources have said MovieFly has been ready to launch for months, but that SPDE was having difficulty signing on other studios to offer their movies through MovieFly's downloadable movie service. 

The new service won't launch for at least a few months. The joint venture, of which each of the participating studios owns an equal piece, has yet to secure management. Additionally, the joint venture is in talks with a number of rights management companies to provide security for the movie downloads. 

The joint venture will license the service to companies who want to offer it, much in the same way forthcoming subscription music service MusicNet plans to license its platform. Levy said the joint venture has already had discussions with unspecified broadband service providers interested in licensing the service. 

The partners said in a statement that the service will securely deliver movies over broadband Internet connections to users' PCs; users will be able to watch the movies on their PCs or on TVs connected to their PCs via a cable. The service will eventually let consumers access movies on additional devices, presumably portable. The initial version of the service will be delivered over Internet Protocol, but the studios said they would explore alternate forms of delivery. 

Though participating studios will provide movies to the service on a non-exclusive basis, it is possible the joint venture could draw antitrust scrutiny from U.S. and European regulatory agencies. Both the Department of Justice and the European Commission initiated investigations into the major label-backed music services MusicNet and Pressplay earlier this summer [see 08.06.01 U.S. Justice Department Investigating Pressplay, MusicNet]. 

One potential benefit of the joint venture for the studios is the service likely cuts movie rental giant Blockbuster out of the primary role for digital movie delivery. Blockbuster makes millions as a middleman between the studios and consumers. The company, a subsidiary of Paramount Pictures parent Viacom, has 7,200 stores and claims more than 65 million customers. The company appeared to be the leader in developing a video on-demand (VOD) service until its agreement with Enron Broadband disintegrated earlier this year [see 03.12.01 Splitsville for Blockbuster and Enron; Competing VOD Services Planned]. 

The studios participating in the joint venture said the 35 million broadband-enabled PCs in homes, universities and offices provide a sufficient market "to support the creation of an on-demand digital distribution channel." 

In another sign media companies are getting serious about delivering movies online, AOL Time Warner today said it has created an interactive video division. The new unit will work closely with Time Warner Cable (TWC) and America Online to accelerate delivery of interactive TV, video on-demand, cable IP telephony and other services over TWC's systems and other broadband systems, according to AOL Time Warner.

