U. S. DEPARTMENT OF COMMERCE

R. P. Lamont, Secretary

BUREAU OF THE CENSUS
W. M., Steuart, Director

FIFTEENTH CENSUS OF THE UNITED STATES

CENSUS OF DISTRIBUTION

WHOLESALE DISTRIBUTION

(TRADE SERIES)

MOTION PICTURE FILMS

Distribution No. W-201

UNITED STATES
GOVERNMENT PRINTING OFFICE
WASHINGTON : 1932

FOR SALE BY THE SUPERINTENDENT OF DOCUMENTS, WASHINGTON, D. C.



CONTENTS

Page
INTRODTUCTION - e e oteeemem e mmem e 3
VITAL PACTS ABOUT THE MOTION PIQTURE INDUBTRY o v e oo cmmmom e 3

The inAUStIY - o oo e 3
What the indugtry produees . | .. o ove oo 4
Growth of the Industry - - _ o oo e 4
Technical developments_ .. . &
Concentration of produebion ... ..o oo 5
Where the market es. _ .o o o e 6
Distribution a vital problem . . emeeae i
SUMMARY OF FILM DISTRIBUTION « o o o ceee e oo e e emmmm e 7
Domestic and foreign markebs. - - oo e 8
Some high lights. o e 8
FUNGTIONS, TYPES, AGE, AND LOCATION OF BXCHANGES_ - o ooooomae g
Funetions and tiypes of exchanges_ ... ... ao- g
Summary of film distribution by type of exchange. ..o oo - 14
Age of the exehanges_ .. ... o ian 11
Continuity and age of present ownership__ .. _ ..o oooooooon i1
Location of exehanges - .. o eeemam 12
Index to film distribution._ _ __ e eema 13
Key chbies. . oo e 13
ANALYSIS OF MOTION PICTURE FILM DISTRIBUTION - oo cmcveeeme 17
OPERATING BXPENBES . o oo e e e e 18
Nature of the statisties. . . . e 18
Summary of operating cosbs_ - - .o 18
Operating expenses by type of exchange. .. .o 19
Operating expenses in relation to size of the exchange. . ooocvouc 20
Rxpenses vary with size. o e 21
Sales force expense varies with size of business. .o wao-- 21

Sales per saleSMan _ _ - _ . o e 22

Operating expenses in relation to sales territory__. ... ... _~.. 22
The chain principle in the distribution of films_ oo mmmn- 25
”
ILLUSTRATIONS

Ficurn 1.——-Relati.%n of per capita film distribution to retail store sales per 15

CAPTER . e o e e

Fiaure 2.—Distribution of business by size exchange groups: Producers’
exehanges_ _ e 21

Fiaure 3.—Relation between sales per salesman and total expenses pro-
ducers’ exchanges_ . . .o ln 24

Fieure 4—Comparison of total expense to average sales per salesman;
producers’ eXChanges . _ oo e 24

2



DISTRIBUTION OF MOTION PICTURE FILMS

By Tugpovore N. Bzorman, Ph. D.

INTRODUCTION

This bulletin presents one of the first of a series of trade and economic studie
based on statistics derived from the first nation-wide Census of Distribution,
whieh is a part of the Tifteenth Decennial Census of the United States. This
study was prepared under the general supervision of Robert J. MecFall, chief
statistician for distribution. Indebtedness is acknowledged to C. J. North and
N. D. Golden, chief and assistant chief, respectively, of the motion picture
division of the Bureau of Foreign and Domestic Commerce, who gave of their
time and thought when approached for assistance.

The motion-picture industry is one of the 326 industries into which manu-
facturing and producing establishments have been divided by the census of
manufactures. The industry is said to have a capital investment around two
billion dollars ! but produces only .26 per cent of the total volume of goods
manufactured in the United States. Yet the motion-picture industry assumes a
position of unusual importance, hecause of —

(1) The rapidity of its development. .

(2) The swiftness with which radieal changes of a technical nature have taken
place.

(3) Tts geographic concentration.

{4) Its far-reaching influence upon social and economic standards and conduct.

For census purposes the motion-picture industry consists of but two divisions—
production and distribution. The production division covers all processes and
petivities invalved in the making of motion pietures. It includes the photography
of scenes, the development of exposed films, the printing of projection films,
and other studio and laboratory work required in the preparation of positive
films for use. The distribution division, on the other hand, involves the renting
of films to exhibitors, the physical distribution of the films, and the collection of
due aceounts. It also includes the outright sales of finished films and the sale
of advertising and advertising materials. For the purposes of this study the
two phases of the industry dealing with the exhibition of films and the facilitating
serviess (which involve the sale, installation and servieing of theater equipment
a8 well as the financing and advertising services) have not been included.

VITAL FACTS ABOUT THE MOTION PICTURE INDUSTRY

The Indusiry.—In 1929, the last year covered by the Census of Manufactures,
the motion-picture industry included 1422 establishments producing films
valued, on a production cost basis, at $184,102,419. These producing estab--
lishments, commonly known as studios, carried on their pay roll 19,639 people,
of whom 387 were proprietors and firm members, 8,818 were galaried officers and
employees (including actors) on the pay roll on or about December 14, 1929,

! The Motion Picture Almanac, 1931, p, 9, “New York, The Quigley Publishing Co. )
2 Daes not include establishments with products under $5,000 in value, Tho census {8 taken on a physical
establishmont basis. A firm operating five plants may in the trade be regarded as a single studio, but for

eensts purposes it consists of five establishments, - "
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and 10,784 were the average number of wage earners for the year. Of the total
pay roll for the year, the salaried officers and employees received 360,167,520,
and the wage earners received $24,860,092. Thus, salaries constituted 32,68
per cent of the total cost, the largest single item of expense; wages were 13.5
per cent of cost; and materials, fuel, and purchased electric energy amounted to
20.88 per cent of the total cost of production.

What the industry produces.—Ag indicated in a preceding paragraph, the
motion-picture industry made in 1929 products whose cost value amounted to
$184,102,419. Of this amount, $128,406,710 consisted of negative films, the
remainder comprising unfinished productions, the development of positive films,
receipts for laboratory wark done for others, receipts for use of studio facilities,
and other work done for others. No less than 92.39 per cent of the value of all
negative films was in theatrical pictures (both feature pictures and short suh-
jects), in which but 13.06 per cent was in silent pictures, the bulk of the pro-
duetion being in sound and dialogue pictures, as shown in Table 1.

Taprn 1.—DistrizuTIiON OF NEGATIVE FiLMs BY Crass anp Kinp

Tor cont of
Number Cost of pro- d

CLASS AND KIND of flms duction m}ﬁ:ﬁlﬁm
Negative HlImS e ot a e e e c et $128, 496, 710 100,
L ReRETICAL m et ;e c e e m e dcmcccmm e e m e e — - 1,204 118,716,041 |. 12, 39
L 0T SRR 349 34, 866, 785 1
Dialogle v wcmnlimonecaas U, 585 67, 072, 006 5200
[31 1) 2| S N 270 16, 777, 250 13.06

News d 6, 162, 286 1.7
Advertising 1. .o .oneacacanas 8,377,202 2463
Educational 1.... OSSR F ) 251, 091 13

1 Data on number incomplete.

According to authorities on the subject 3 the trend since 1929 has been even
more pronounced in the direction of sound pictures. It is estimated that during
1930, 99 per cent of all pictures produced were made in sound or were all-talking,
while in January, 1931, not a single major studio was produecing any feabure
silent picture.

Growth of the industry.—Comparable and adequate statistics of the motion-
picture industry were first gathered by the Bureau of the Census of the Depart-
ment of Commerce through the census of manufactures in 1921 and every bien-
nium thereafter. These figures show a constant and steady increase in the volume
of produetion, although no appreciable ehange is to be noted in the total numbuer
of studios or plants as shown in Table 2 except for the year 1923, which seemed
to be contrary to the trend. This indicates a decided tendency toward larger
scale of operation. 'While the average production per studio in 1927 was $946,080,
it jumped in 1929 to $1,206,498. :

TasLe 2,—GrowTH oF THE Morion-PioTure InpusrrY, 1921 TO 1020

Number
) Per cont of Cost of Per cent,

AR -
YEAR OR PERIOD lﬂ%e,f,i‘;‘,?tg increase production  |of inoreasa
1928, 42t . $184, 102, 419 3.0
1627 142 76 134: 343, 360 Eh ]
1925 132 36.1 93, 636, 348 8.4
lggll’»-- 97 6—23.6 86,418, 170 L7
1 127 | 77,307,381 |-meennns .

s Decrease. : v

The Motion Picture Almanac, 1831, p. 93.
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Technical developments.—Probably the most significant development in the
production of motion pictures in recent years was the transition from silent
to sound pictures. This change necessitated almost a complete readjustment of
studios, as well as theaters. Tt also necessitated a new type of personnel to cope
with the technical phases of sound mechanisms, Such engineering personnel
came primarily from the radio broadeasting field. It Further involved a con-
siderable turnover in the personnel among the actors. Among other things, the
coming of sound necessitated new equipment in the studios and new reproducing
equipment in the theaters, Of the 21,993 theaters in the United States on
January 1, 1931, 13,128, or approximately 60 per cent, were wired and equipped
for sound. : Of the better types of theaters, however, it is claimed that fully 83
per cent were equipped for sound in the beginning of 1981.5

The second important change was the introduction of color cinematography,
which was used primarily in 1928 and 1920 in order to combine sound with
color, especially for the production of musical comedies which seemed to be so
popular at the time. A third development that might be mentioned in passing
is in the acoustical treatment, both in the studios and the theaters, It may be
said that the success of sound projection in the theater depends to no small
degree on the auditorium acousties.

Among the many improvements that distinguish between sound recmdlng of
1926, when sound was first presented to the public, and that of to-day, is the
recent introduction of the new process noiseless recording. - This, in fact, is
heralded by leaders of the industry as the greatest advance that has been made
in talking pictures.® The process is said to eliminate all ground and surface noises,
which resemble the seratehing of a phonographic needle, thereby freeing a picture
from mechanical sounds espeeially in the intervals between words or dialogue
gequences. This, too, necessitates additional equipment in the studios and other
changes in order to provide for inereased sound sensitivity in recording, since
the new process obviates the need for artificial volume formerly resorted to so
that the recorded sound might be heard above the surface nioises.

Changes have by no means reached their climax.. The use of wide films has
alrendy been given careful consideration. While a number of films of varying
widths have been found to possess distinctive merits, the standards committee
of the Society of Motion Picture Engineers is of the opinion that a film having a
width of 50 millimeters (instead of the present size film of 85 millimeters) is wide
enough to produce a picture satisfactorily on the widest sereen available in the
majority of the theaters. There are, also, still in the offing experiments in the
third-dimension projections which aim to give depth to objects so as to make
them real, and further experiments in television which might make possible the
direet reproduction in & number of theaters of plays actually enacted on some
distant stage, or the SImultaneous reproductlon in a number of exhibiting places
of a master print.

Conceniration of production,—One of thc unusual features of the motion-
picture industry is the extreme concentration of the studios in the State of Cali-
fornia. Of the 142 plants covered by the census, 58 are in California, but these
plants account for 70.28 per cent of the total annual output in the United States.
New York State is next in importance, with 30 plants, producing 23.83 per cent
‘of the value of all the products of the industry. The States of California and
New York together account for 94.11 per cent of all production, the remainder
being scatfered throughout the United States, as shown in Table 3.

{ The 1931 Tilm Daily Year Book of Motion Pictures, p. 706, New York, The Film Dally,

£ The Motion Picture Almanac, . 9. )
¢ Bunn, C. W, Sound Recording, The 1031 Film Daily Year Book, p, 543.
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t
TaBLE 8.—LocaTioN or MoTioN-PicTURE PLANTS BY STATES

Number P Por cont.

J f ostab- | DeT ¢8Rt Of | yu1yaof products| of total
State lioshments ofall plants productien
United SEateS. .o oo aeanam e 142 100. 00 $184, 102,419 160, 00
=
Callforme e &8 40, 84 120,301,172 70.23
Tlinois....... 8 5. 85 1,154,148 03
Michigan.. - 4 2,11 325,416 A8
Missouri_ ... 4 211 115,921 05
New Jersey- [} 4.22 4, 206, 040 2.2
New York.. 30 21.12 43, 871,940 23.83
Ohiomneen. 8 5. 85 208,198 i
Pennsylvania._ . 5 3..62 442, 890 .24
Other States 2 e 19 13,31 4,327, 600 2,33

! Practically all establishments outside of California, New Jersey, and New York are engaged in the
Droduction of nontheatrical films—industrial and educational, X

! Colorado, 1 establishment; Conneeticut, 2; Georgia, 1; Tows, 1; Kansas, 1; Loulsiana, 2; Massachusoits,
3; Minnesota, 2; Oregon, 2; Rhode Island, 1; Texas, 2, Washington, 1.

Where the market lies.—While the production of motion pictures is highly
concentrated, the market for the products of the industry is widespread and seat-
tered throughout the world. The market for theatrical and news films, for ex-
ample, consists of all exhibiting theaters in the United States and in foreign
countries, of which there were in 1929, 57,743, distributed as follows: 7

United States. 20, 500 Canada______. 1, 100
Europe_..____ 27, 879 Africa. . ... 756
Latin America. 3, 981 Near Easgt__ .. 52
Far Bast...__ 3, 976

Furthermore, the theaters in the United States were distributed throughout
the 48 States and the District of Columbia, with no special tendency toward
any high degree of concentration. '

Distribution a vital problem.—Because of the concentration of production on
the one hand, and the wide market for motion pictures on the part of exhibiting
theaters on the other, the problem of distribution in the industry is indeed a
vital one. Tt involves an organization carefully branched out in order to reach
economically all parts of the market, and to give each territory the necessary
cultivation. Again, there is a difference in the dealings with each type of exhibitor.
Theaters may be divided for such purposes into large chaing, small chains, indi-
vidual first-run houses, and small theaters, each requiring separate treatment.
Furthermore, some of the theater chains are owned by producers, while other
theaters are not integrated with either the production or distribution phases of
the business. The distribution problem is further complicated by the fact that
motion pictures, unlike other comnmodities, are seldom sold, nor ave they in reality
leased or rented, although the term *rental” is used. What actually happens
is that the distributor or producer who halds the copyright to a picture grants
the exhibitor a license which gives him the right to show the picture and supplies
him with the positive print in order that the right may be exercised by the
licensee. Such right is narmally confined to g certain location and $o a certain
specified time. Tncome from rentals exceeded 95 per cent of the total, as shown
in Table 4.

The price charged for films may be in the form of a flat rate rental or & per-
centage of box-office receipts, or a compination of the two. Rental prices are
lar'gely. a matter of trading and bargaining between the distributor and exhibitor,
Price is governed primarily by the exhibitor's ability to pay, whieh in turn

? The Motion Picture Division, Bureau of Forelgn and Domestic Commaerce,
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Jdepends upon the theater's seating capacity, number of performances per day,
price of admission, prestige of the house, and above all the pulling power of the
picture or the actors starring in it. When the films are renfed on a percentage
of box-office receipts, the problem arises of checking the theater receipts, which
in {tself has developed so many difficuities that a separate organization, the Ross
Federal Service (Inc.), was formed with branches in key cities throughout the
United States, so that its large corps of checking field representatives (about
3,000) may perform the function of determining the exact number of ticket sales
and theater receipts where pictures are played on a percentage basis.
Furthermore, distribution of a film must be effected promptly. It is said that
fully 50 per cent of the receipts from most feature pictures are collected within
90 days from the date they have been released for distribution. The public
seems to be more eager to see a picture immediately after ils release than at a
later date. Effective planning for distribution thus becomes a prime prerequisite.

SUMMARY OF FILM DISTRIBUTION

Some motion-picture films are no doubt sold or rented directly from the pro-
ducing studios, especially to the larger theater chains, for which no distribution
census reports were required. The bulk of the production of the industry, how-
ever, is being distributed through various wholesale organizations, known and
to be designated hereinaffer as exchanges.® The exchanges may be owned by
the producing companies or may be operated as independent distributing estab-
lishments. Either of these two types may be operated as individual units but
mare often form a part of a chain organization.

For the purposes of the census of distribution, a separate report was required
for each establishment or exchange engaged in the distribution of motion-picture
films, so long as such establishment had a separate physical existence from that
of the studio or studios whose products it distributed. It is probable that a
number of the small independent exchanges were not canvassed, because they
maintain no established place of business or were not in operation when the census
was faken, and partly because they also engaged in studio work at the same place
or were concerned entirely with industrial and advertising films. In other in-
stances some of the exchanges were difficult to locate because of their extremely
small size of business and intermittent operations. On the whole, it is believed
that the figures represent ag complete a coverage of the field as is normally possible
to secure.

All together, 540 such exchanges were in business at the end of 1929, reporting
total income from rentals and sales of motion-picture films (including sales of
advertising) for the year of $220,740,675. This income or volume of business
was made up of the items shown in Table 4 below.

TaBLp ¢.—AwaLysis or Busingss By ComsmopiTizs AND Tyrr or IncoMm

TYFE OF INCOME Amount Per cent
T 0otal YOIUINE Of DUSIICSS- . - oo e m e m e m e $220, 740, 875 | o e
Reported by comMMOAIEIES 8evepenm o oo oo mmme o e mmm e 220, 816, 629 100. 00
Commodity coverage (per cent of total). 99. 81 100. 00
Fllmrentals ... 209, 512, 207 86, 10
Exposed-film sales. - 1,038, 817 A7
Sales of advertising and advertising - &, 563,017 252
AL O T SRS e e cemcmrem e e e i e 4, 211, 688 - 191

= Some exchanges reported only their total income and did not show how much of it was received in
rentals and how much from sales of various items, henco the amount reported in detail by commoditics is
less than the total volume of business shown above.

& The exchanges are regarded as wholesale organizations, as contrasted with retail establishments, because
they do not deal with individual ultimate consuimers but with theaters wheo in turn sell amusement to the

publie,
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Domestic and foreign markets,—Of the total volume of business reported hy
the exchanges, the exchanges dealing primarily with the domestic market re.
ported 96.9 per cent. The balance consists of exporbs by exchanges specializing
in supplying foreign countries with motion-picture films, and does not inelude
exports of films made by exchanges that operated primarily in the domestie
market. The above figures do not include exports of films made directly from
the produeing studios without going through any exchange in this couniry.
When the last two items are ineluded, the declared ? value of the exports of films
during 1929 amounted to $7,622,316, consisting of 273,772,283 lincar feet of
positive film valued at $6,501,714, and 8,443,197 feet of negative motion pic-
tures valued at $1,120,602. The geographie distribution of these exports by
major divisions and the respective amounts absorbed are shown in Table §,
below:

TasLk 5.~—DgcLarep VaLur or Exrporrs or Frims N 10201

GEOGRAPHIC DIVISION Amount Per eent

Total. oo ooeevee e m————————————————— 247,622,316 100.0
Europg..._..... 3, 841,434 48. 5
Latin America..oooeoameoeo_. 1, 920, i1 25.3
DTS o OF: ) R, 1, 388, 083 18.2
Canada. . GO0, H04 0.1
130, 394 1.7

Other gountries. - 144, 368 Lt

I Mption Picture Division, Department of Commerce,
2 8ee footnote 9, p. 8.

Some high lights.—Of the 540 exchanges covered in the canvass, 7 oxchanges
submitted inadequate data, hence they were net included in the various snalyses
in this sfudy. One of the seven exchanges was located in Pueblo, Colo., and the
other six in Philadelphia, Pa. Together, the seven exchanges reported a neb
volume of business of $135,329. :

To accomplish the distribution task and to perform all necessary funciions
incident thereto, the 533 exchanges employed 9,342 people, paying them $17,
978,258 in salaries and wages. They incurred a total aexpense of ‘&334,63‘3,281.
;ncll)lcaé'gied ab the end of the year a stock of goods costing $3,275;,061. (Sece

able 0.

TABLE 6,—SUMMARY oF WHOLESALE DisrrisuTiON oF Momion-Proruns Fiums

ITEM Amount ITEM Amount
Number of exchanges. . 533 || Salari
Valume of business.._ -7 $220, 605, 34 || Total mxmmsuEes.- - 35 oot 1
" okt - . 605, 3468 || Tatal expensos_... 34, 030, 281
Total employees. ... ... 9,342 || Stocks on hand - 3, 275, 041

fr(:nIlt ﬂlsﬂlll:lllpm;[t‘irét“txg bear In mind that the (%eelared value has no rolation to.tho amount of revenie dorived
S ‘to o o mu:t ut down by a shipper of films on'his export declaration usually reflects the cost
it ehowings whicﬂ porter ngd may bg nomingl as compared with the amount of income recelved from
o Showin ff can not be determined (exc.ept when sold cutright which is rare indeed) until a later

. s estimated that the gross revenue to distribittors from the exhibition of Ameriean pictires abroad

is prohably considerahly more th ; i
of the various companies. ou the amount declared, or approximately 30 per cent of the total revenues
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- FUNCTIONS, TYPES, AGE, AND LOCATION OF EXCHANGES

Functions and types of exchanges.—Exchanges probably derived their name
from their main funetion, which consists in supplying exhibitors with a constant
change of films. This work involves selling the picture, either individually orin a
group or block; setting bookings which will result in most desirable playdates
and not conflict with previous booking arrangements made by exhibitors; fur-
nishing the necessary number of prints to exhibitors at the proper time without
carrying undue stocks; and inspecting and repairing returned prints after the
showing prior to further circulation.

In the early stages of the industry, before distributors or exchanges made
_their appearance, the exhibitor bought pictures from the producer whick he
used as long as it was profitable and then purchased new subjeets. In a short
time the exhibitor had many pictures on his hands which, while valuable in other
communities, were of little or no value in his own territory. To meet this
situation, theater men would often buy several pictures and travel with them from
place to place. ‘‘Black tent” shows had thus come into existence for it was
cheaper to move the show from town to town than to use films in a single com-
munity until the entertainment value of the film was exhausted in thad com-
munity, which was long before the film was worn out. The establishment of some
sort of & distributing system, about 1904-05,0 changed matters considerably. It
enabled exhibitors to obtain new subjects on a rental basis and allowed producers
to sell in gquantities to the distributors.

Exchanges now operating in the domestic market have been classificd fo1 census
purposes into two general types: (1) Those that are in business for themselves
and are independent in ownership of any producers and (2) exchanges that are
owned by the producers. These two types of exchanges are to be designated
hereinalter as independent exchanges and producers’ exchanges, respectively.
In the early stages of development, independent exchanges or distributors
oceupied the most prominent position. These agencies, frequently referred to as
“‘State right”’ exchanges or ‘“State right’’ distributors, are granted by producers

the exclusive right to sell certain pietures in thelr respective territories, which often .

correspond with the boundaries of o State. Sometimes they contract to distribute
the entire output of one or more producers, particularly when they operate a
chain of exchanges located in key cities.

But with the development of large chain theaters, the decrease in the number of
producers, the vertical integration of producers with theater chains, and the
growing financial strength of producing eompanies, the independent distributor
became of less significance. This resulted in producers either integrating with
existing distributors but more often establishing their own district and branch
exchanges, so that in 1929 producers’ exchanges were 444 in number and accounted
for $208,856,802 worth of business. The volume of film distribution aceoni-
plished through such exchanges was 94.67 per cent of the total volume of bu.smess
reported by all exchanges. - Furthermore, 4 of the 14 exchanges engaged in the
exporting of films were also owned by producers, doing an additional $5,318,308
worth of business.

While producers’ exchanges are used primarily for the distribution‘ of films of
their owners, not infrequently they are also utilized for the distribution of films
made by other producers. This latter method of distribution, however, has often
proven unsatisfactory, for it is but human nature to give preference to one’s own
products or to allocate a smaller portion of a joint sale contract (when se'veral
pietures are booked jointly as a block), than might be justified by the merits of

1 Unpublished doctors] dissertation by R. I, Cassady, jr., submitted to the University of Cali fornia.,
116981—32




10 OBENSUS OF DISTRIBUTION

another producer’s picture which forms part of the block. In fact, a producer
often keeps members of his own staflf in the distributor's office to see that his
product is being pushed energetically.

Summary of film distribution by type of exchange.—As pointed out previously,
exchanges owned by producers oceupied a dominant position in the distribution of
motion-picture films, accounting for 94.67 per cent of the total, as shown in Teble
7. Txporb exchanges!! were next in importance with 3.10 per cent of the total
volume, and independent exchanges contributed the remainder, or 2,22 per cent.
Producers’ exchanges carried an inventory at the end of the year amounting o a
cosh value of $699,118; independent exchanges had an inventory of $595,780;
while the inventory of the export exahanges was $1,980,163. Of the total number
of employees exclusive of proprietors and firm members, producers’ exchangos
reported 8,797 or 94.17 per cent; independent exchanges employed 393 or 4.20
per cent of the total; and export exchanges accounted for the remaining 152
employees or 1.63 per cent of the total.

Tasue T.—Fium DrstrizurioN 8Y TyrE oF EXcHANGE

TRODUCERS' BXCHANGERS] T EXPORT EXCHANGES !
ITEM

Porcent, Porconp . [Percont
Amoust | origgar || Amount |'figpy [| Amownt | PEEY

Number of exchanges. - - - 444 | 8330 75 14,97 9
hanges. ... ! 4 14 2,03
,‘I,’gg;;%%»g]%lylglegess-. -| $208, 856, M2) seori se00aflr) 2m |l sees el &0
7 . 3 4,20 152 1.43
Ralarles and wages.. $16,562,820 | 6213 ||  $854,038 | 475 (| $661,300 | 812
eXpPenses. .. $31,054,005 [ 0138 (| $1, 624, 570 4,60 {[ %1, 360, 687 03

3.
Stacks on band.....____. 7T TTTITT 600,118 |  21.35 505,780 1 18,19 || 1,080,163 ] 0. 46

1 See footnote 11, below,

Among the intgresting facts diselosed in Table 7 is the variation in the por-
centages of the total costs of distributing flms as between the different types
of gxcha,nges. Producers’ exchanges did 94.67 per cent of the total velume of
bus.mess., but contributed only 91.38 per cent of the expenses. Export exchanges,
which did 8.10 per cent of the business, shared 8.93 per cent of the expense, In-
dependent exchanges, on the other hand, shared 4.89 per cent of the expense on &
volume of but 2.22 per cent of the total, over twice the proportionate share of
expense,

The.explana:tion for this difference in burden of expense lies in part in differ-
ences In salaries and wages.  While producers’ exchanges employed 94.17 per
%}Gflt c')f tl}e peaple, t%xey baid out but 92.13 per cent of all salaries and wages.

xport exchanges paid a larger proportion to their employees, probably on ac-
cmizl;t af the extra skill involved in export operations. Export ’exchamges carried
g}xlxe tezr fmy ro_ll but 1.68 per cent of ail employees, but paid them 3.12 per cent of
o a‘uo)z.rsza;laues and wages. Independent exchanges employed 4.20 per cent
o wi o B czcl)lvzred in this atudy,.but paid out 4.75 per cent of the salaries
St 803, 80 that the ftem of salaries and wages accounted for but a part of the

liference in costs hetween the two types of exchanges.

10 the ~
the 14 export exchanges, 4 were owned by producers and 10 operated as independent exchanges.
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Age of the exchanges.—The greatest growth in the number of exchanges took
place in the decade between 1914 and 1924, during which time approximately 72
per cent of all exchanges existing at the end of 1929 came into being. The first
exchange with national distribution was organized in 1914. It is impossible
from census statistics to determine how many exchanges came into heing and
went out of business during the period. covered by the table. In other words,
no mortality figures or data can be shown in this study. It was impossible to
count ‘““ghosts,” or coneerns not in existence at the time the census was taken.
It is possible, however, to show the age of the establishments that were in exist-
ence when the enumerators called. This in a way points to the probable longevity
of exchanges, and that in a very imperfect manner.

TasrLe 8.—EXCHANGES, BY DATr oF ESTABLISEMENT AND Acnm

" Age Per cent
DATE ESTADLISHED (years) Number of toial

B OO RSN 533 100. 00
J020 et e s m e e m e e eammm e nee 1 5 .04
B02B o e craenmmam e ecmmencsaamesanmamceam—anc b 2 40 7. 50
1027__ - - 3 18 3.38
I020 et ————— 4 L.68
1028 e e emmm s amm e mm e nm A A~ —————a e e 5 86 16,14
Prior to 1924 but unKnoOWN . n oo Over § aL 17,07
1620-1024__ 6-10 114 21.39
11-16 158 20,27
17-30 13 2,44
Over 30 1 .18

Of the 533 establishments covered in Table 8 only 1 had an existence of over
30 years. It is presumed that this exchange was engaged in a different type of
activity during its early life, or that it handled imported films, since the first
feature picture produced in the United States was not until 1908 (The Great Train
Robbery). Thirteen exchanges were from 17 to 80 years old, 156 from 11 to 16
years, and 114 from 6 to 10 years. On the other hand, 158 exchanges, or 29.65
per cent, of the total, were still in their infaney or youth, being less than 5 years
old. The year 1925 stands out as an important period in the establishment of
exchanges, 16.14 per cent of all exchanges in operation at the end of 1929 having
been established in 1925. The rate of growth since that time decreased, although
1928 showed a substantial increase in the number over the preceding two years.

Continuity and age of present ownership.—Of the 533 exchanges for which
statistics ave presented in Table 8, 460, or 86.3 per cent, were under the same
ownership since their establishment. Of the 5 exchanges established in 1929,
none changed hands during the year. Of the 40 established in 1928, 38 remained
under the same ownership and 2 changed hands. Of the 18 exchanges established
in 1927, 16 remained under the same ownership and but 2 changed hands, 1 in
1928 and 1 in 1929. Even of the 156 exchanges established during the 1?14~
1919 period, 149 remained under the same ownership through 1929, while 3
changed hands in the period of 1920-1924, 2 in 1928, and 2 in 1929. This s@ows
a rather remarkable continuity in ownership and considerable stabilily of the disiribut-
ing phase of the motion-piclure industry.
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TABLE 9.—CHANGES IN THE OWNBRSHIP OF EXCHANGES IN RELATION T0 Dare
OF ESTABLISHMENT

DATE OF PRESENT OWNERSHIP

DATE OF ESTABLISH- | rpoi01 Prior ]
qor | 1000 | 1914 | 1920 |, .
MENT Pllié)é‘o o | to | ia k}gtl?fg_ 1925 | 1026 | 1027 | 1028 [ 10
to 1013 | 1919 | 1994 \jub Ik

It is notable that only 138.7 per cent of the exchanges have changed hants,
such changes having taken place largely since 1927 when producers apparently
began even more to distribute through their own outlets, mergers accounting for
many of these changes. In fact, 87.6 per cent of all changes in ownership during
the entire period took place in the years 1027 , 1028, and 1929, the first and lag
of the years mentioned being the most prominent in this respect.

Table 10 shows the age of the present ownership. According to the statisties
bresented therein, 10 exchanges werc under the same ownership from 17 to 80
years; 159 exchanges, aver 10 years; and 332 exchanges remaincd under $ho
same ownership for more than 5 years. These statistios show in a gomewhat
different manner the remarkable stability of the distributing part of the industry
already pointed out in connection with data presented in Table 9.

TasLe 10.—Ace or PrEskyT Ownrrsuir oF Excuanges REMAINING TNDEL
THE Samt OwNERSHIP SiNen THEIR EsTABLISEMRNT

Ageof | Number
DATE OF PRESENT OWNERSHIP presont Of eX~ Por cont

ownership { changes
............ 460 100,00
] b 100
2 a8 8.2
3 14 343
4 8 174
5 61 13,2

Over 5 91 101

6-10 82 17,83
11-16 140 3330
17-30 10 A
Over30 Jower e,

Location (?f .exchanges.h'l‘able 11 shows the distribution of the 533 exchanges,
by States, giving the number of exchanges located in each State, by type of ex-
change, the volume of business contributed by all exchanges in a given State,

and the percentage of the total. The States are ranked in the lagt cohumn of
the table according to volume of business,
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Tapre 11.—NuMBER 0F EXCHANGES AND VoLume or Business By Srarms

S
NUMBER OF EXCHANGES || VOLUME OF BUSINESS
_Rankl
STATE e | 101 VOl
Inde- Per
Pro- ume
Total end- Amount | cant of .
dueers’ pent total
e S
Total. o l 1538 [ 448 85 |} $220, 605, 346 | 100,00 foooe..
Almbama... e ) O | N S, 34
ot T ————— B i AN Aoy R 38
Californis.._ 4 16, 058, 557 7.28 3
Colorado. .. 21 . 8,287,042 1.47 18
Comneeticut.. . I ) 8 4,019,735 1.82 18
Diistriet of Columbia 144 6,609,060 | 3.00 10
Florida.._._ 1 81, 244 .37 26
Georgia 15 1 &, 487, 676 2.46 11
1inois. 16 5 14,962,907 {  6.78 4
Indiana ¢4 i 4,801,504 | 2,22 18
lowa. .. ([} P 2, 475, 042 23
Kansas_ 717" ! . 33
Kentucky. 30-
onisiana. 4 2, 908, 506 21
Maie. I g gy M) moomes ) 1sa 27
Maglana.______. bV g 01 3L
Massachusetis 13 6.02 Gi
Tichigan____ 14 4.09 |3
Minnesota 15 2.28 12
RLEET 28 |oeeeenns 4.42 7
Montema...________. . T R | I SCTUU 29
Nebragka .. 13 1,37 19
vew York. . . 253 ), 23.38 1
North Carolina. . 13 1 2, T18, 286 1.28 2
Oblo.. . I 20 oo 13, 326, 428 6. 04
Oldshowa. VO 3, 818, 097 1.73 17
Oregon_. .~~~ [ 1 1, 059, 268 .89 24
Pennsylvania_ |2 1T 29 55 ) 225006779 | 11.38 2
Senth Dakotga 3. 384, 610 A7 28
Tennesses. ... T 8 1. 1, 482, 016 67 2%
17 1 5, 514, 053 3.00 9
) 14 1 2,976,957 | 1.35 20
Washington - 15 foiaaas 4, 039, 746 1,83 15
Vst Virginis . JT 711 8 ) 3| R I 32
Wisconsin a7 14

13 3 4, 841, 245

! Includes 14 export exchanges shown for the State of New York

¥ Includes ¢ export exchanges owned by producers.

® Includes 10 independent export exchanges,

! Includes %6,843,937 of business dons by the 14 export exchanges. R R

5 Does not include § exchanges with business of $128,253, which were omitted because of inadequate data.

New York is far in the lead, ahead of all the other States, with 28.38 per cent
of the total, Pennsylvania is second” with 11.88 per cent of the total, while
California is third with 7.28 per cent of film distribution. Illinois is fourth with
6.78 per cent, Ohio is fifth with 6.04 per cent, and Massachusetts is gixth with
6.02 per cent. 'These six States together account for the distribution of over 60
per cent of the films (ineluding exports reported by the 14 export exchanges
loeated in New York City), although they contain but 37.64 per cent of the
population of the United States.

Index to film distributicn~—Tilm distribution, as measured from the reports
made by the exchanges, does not necessarily coincide with the location of the
thegters in which the films. are shown. It shows, instead, the location of the
business of renting films based upon the geographic position of the exchange
which disposes of exhibiting privileges rather than upon the loeation of the
theaters which secure such privileges. For this reason the question of Alm dis-
tribution as measured by the income therefrom must be considered on the basis
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of wide areas. Many individual cities have no distributing exchanges, and the
lessor and lessee of films are frequently located in different States. When whole
geographic divisions of a sectional nature are taken together, however, the dis-
tribution data based upon the location of the exchanges approximate closely to
the location of the places in which the films are exhibited.

As shown in Table 12 and Chart I, there does not seem to be any direct relation-
ship between the number of theaters and film distribution as described abave.
Some geographic divisions with a large number of theaters show a small per
capita film distribution, while other geographie divisions having a relatively small
number of theaters show a relatively large per capita film distribution. Even
the number of theaters in relation to population, as given in the column headed
*“Theaters per 10,000 population,” fails to show a positive correlation with the
revenue derived from the distribution of films within the respective geographic
divisions. Neither does the seating capacity of the theaters, which is indicative
of their size, bear any direct relationship to income from film’ distribution by
exchanges. It is probable that the class of theaters, indicative of their quality,
and their seating capacity, plus the number of showings per day or per week
would furnish a better index of possible film consumption, from the standpoint of
ncome derived by distributors.

Tapre 12.—Prr Caprra Finm Distrisurion, ny (uograraic Drvisions!
Tarover Excuawces Locarsp TrErEN, 1y RuuaTioN T0 THE NUMBER
oF Tusaters, SpariNeg Caraciry, anp Per Capira RETATL SALEs

Seat-
Per cap-| Total? | Thea- ing? | Retail
ite film | number |ters per| T'otal ? seat- | capae- | store
GEOGRAPHIC DIVISION distri- of 10,000 | ing capacity | ity per | sales
bution | theaters | popule- 1,000 ber
tion popula-~| capita
tion
United States - $1.74 21,993 1.8 10, 843, 694 88 oY
New England 2,18 1,445 1.8 1, 012, 051 123 463
Middle Atlantic 2,92 3,500 1,4 2, 714, 806 1038 500
East North Central - 176 4, 605 18 2, 208, 251 90 452
West North Central 1.20 4,120 3.1 1, 826, 953 99 108
South Atlantic .03 2,206 1.4 807,079 50 2
East South Central. ... cooomeommieee 16 1,287 1.8 492, 801 42 220
West South Central 1.02 1,004 1.6 836,873 307
Mountain.__eveeeeao_. . 1,71 1,260 3.4 418, 408 113 424
PACIIC o e ae e c e cmmam e e am 2.95 1,687 1.9 916, 384 111 §4¢

1 The States included in the respeetive divisions are as follows: .
New England—Maiue, Now Hampshire, Vermont, Magsachusetts, Rhods Island, Connecticut.
Middls Atlantic—New York, New Jersey, Pennsy’lvaniu.
East North Central—0hio, Indians, Illinols, Michigan, Wisconsin,
West North Central—Minnesota, Jowa, Missourd, North Dakota, South Dakota, Nebraska, Kansas,
South Atlantlc—Delaware, Marfland, District of Columbia, Virginia, West Virginia, North Cerelita,
Sonth Caroling, Georgia, Florida,
Bast South Central—Kentucky, T'ennesses, Alabama, Mississippi.
West Sonth Central-—Arkansas, Louisiang, Oklshoma, Texas.
Mouuntain—Colorado, Arizona, Idaha, Montans, Wyoming, New Mexico, Utal, Nevada.
Pacific—California, Oregon, Washingto

gton,
Asof Jannary, 1930, 'The 1931 Film Daily Year Book of Motion Pictures.

It is interesting to observe the close relationship existing between retail sales
per capita and the per capita film distribution by exchanges. Without exception,
high retail sales per capita (sales by retail stores divided by the population) go
with high per capita film distribution, and viee versa. Not only that, but as the
per capita sales increase, the per capita film distribution increases more than
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proportionately. Thus, in the East South Central States where the per capita
retall sales were lowest the per capita film distribution was also lowest, The
South Atlantic States show the next higher per capita retail sales and the per
capita filh distribution was materially higher. The same observation applies
to the different geographic divisions of the country in varying degree. This tends
to point to the possibility of determining the potential market for films by the
volume of retail business. It also suggests that theater attendance is still
regarded as a luxury which is being indulged in, in increasing ratio, as the income
increases as judged by expenditures made in retail stores.

Eey cities.—Table 13, listing key cities for domestic distribution of films, shows
how each major territory eontributed in 1929 to thevolume of business reported
by the 519 exchanges. For the purposes of this particular analysis export ex-
changes have been excluded. New York City ranke first with 16.34 per cent;

Figurn 1.—REeraTion oF Pmr Carrra Fium DisTrInuTION TO RETAIL STORE
SaLus Per Carrra

Z 140 T40
E 8o - so0 &
2 &6 s60 O
o o
£ 5.2 520 &
o
B as =N . / 480 &
5 - ~J_. | RETAIL BTORE SALES PER CAPITA 7| »
a 44 < A~ 440 o
g 40 = V/ 400 &
i hY
L 38 1 > aso ,,
g oaa C < & az20 &
a W 5\ ~ A =
: 28
% 2.8 7 \ " \_\ // f 0 |
O 24 e v 240
- < / o
L 20 200 <
w Nof-PER capiTa FiLM OisTRIBUTION] - b
g 18 & v 160
g e e 120
5 - — Pa 2
< o8 N > 60 &
6 0.4 M, // 40 j
o o i 0
MOUNTAIN PACIFIC =]

NEW MIDDLE E. N, W. N. SOUTH B, 5. w. S,
ENGLAND ATLANTIO OENTHAL CENTRAL ATLANTIC CENTRAL OENTRAL

Philadelphia is second, with 7.92 per cent; Chicago is third, with 7 per cent;
Boston ig fourth, with 6.21 per ceitt; Los Angeles is fifth, with 4.35 per cent;
Detroit is sixth, with 4,22 per cent; and Pittsburgh is seventh, with 3.82 per cent.
The seven cities together accounted for one-half of the total domestic film distrib-
ution (49.86 per cent).

No less than 9 of the 13 cities having a population of over 500,000 are located
in the six States that account for 60 per cent of the film distribution. While the
combined population of the six States is butb 37.64 per cent of the total for the
United States, a larger proportion of it is urban in character than is true for the
entire country, with a correspondingly larger proportion of the leisure, pleasure-
seeking class and a larger proportion of people with high enough incomes to
Jjustify expenditures for amusements. Furthermore, the large cities attract
considerable tourist or transient trade, particularly in the amusement field.
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Tapre 18.—Key Cimiss ror Domesrie Fius DisTmasuTioy

HUMBER OF VOLUMIE OF BUSINESS.
EXCHANGES ook In
Y o volume

o Produe- | Inde- Amount Tor cont
ers’ pendent : of total
L1 . 444 78 $213, 761, 609 100.00 §uoie e
A A —————— T T T
Atlanta, Ga._. 1 ' a5 o5 1
; ] 13 10 13, 282,

%0%"1" N Y S I 6,127,076 2.87 it
Charlotte, N. Oooo oo oo 13 i 2718280 | L% %
0T 1 R 1‘{1,- ggﬁ gg{ I %2 1%
Cineinnati, Ohio._ o lon bas .o g
Olevelny‘d, Ohio 5,’ 891,’ s 30 s
R gwnol  La 5
Deg Moines, JoWa - oo ommenveeiaammmnecmemnas 10 [cuecane g; ézg, ;%é }; %g ’-’g‘
Detroit, Mich_ ..o ccaes 14 3 T 20e 53 n
Indianapols, InG....oocooiooo e 14 1 , 801, ¥ b
Tacksonville, Fla_ ..o oo | R 5 o ig;i o gg ?él

Kansas City, Mo. oo oo e —— TR O , 83, 405 9,
Los Angeles, Califo ..o, 17 2 il, ;’23(2), gil)g 4. 618 3;’;
Memphis, TelB e e crme e vamcc e mcaecmranan L7 P I ' o, 010 A i)

Milwaukee, Wis, - 13 3 4,841, X
Minneapoli’s Minn.. 15 4 5034, 694 2,36 '1'0
New Haven, Conn . J-JJ I 11T 12 e 4,019,736 1.88 P

................... 14 1 2, 908, 506 L }i(} 2

ﬁ% ggﬁ?}] r’ii.L{} o 20 24 34, 920, 065 16,34 y
Oklahoma City, Okla_ X U PR 3, 818, 097 L78 2
Omahs, Nobr_..____.._ 13 3 . 3,021 600 Ll 2%
Philadelphia, P, - -ooooooe oo 15 14 16, 926, 197 7.92 2
Pittshurgh, Pa_ o . 1 %, 171, p7‘2 3,82 ?
I
Eg‘u Lotls, Mo Cn B Ml 4, 076, 726 Lo 1
1t Lake City, Utab_ .o o.oooeoooomae. . 14 1 2,970, 457 1,39 2
ggattlfg Wasle ! o 4039, 746 1.89 %0
Washington, D, C. &, 609, 066 3,00 +
Altothereities 2 ... .. 2, 655, 820 L2 eenaenens

! Daes not include 8 exchanges with business of $128,263 which were omitted because of i nn‘dequnta datn,

¢ Includes 1 exchange in Birmingham, Ala.; Little Rock, Ark., 1; Tampa, Fla,, 1; Xansas Lity, Knns.ﬂ Y
Lonisyille, Ky., 1; Portland, M., 2; Baltimaore, Md., 4; Butte, Mont,, 1; Columbus, Obio, 1; Sioux Fals,
8. Dak., 3; 8an Antonio, Tex,, % Houston, Tex., 1; and Charleston, W. Va., 1,

It is interesting to note that producers’ exchanges were lovated in each of the
32 key cities, for it is well recognized that the success of a motion picture depends
largely upon its showings in first-run houses (downtown theaters which exhibit
the flm for the first time after it has been released by the producer—usually the
largest and most comfortable theaters) in the key cities. In the first place, it is
claimed that more than 50 per cent of the receipts of the large distributors are
derived from the first-run showings. 2 Secondly, other exhibitorshook the picture
on the basis of its success in the first-run houses. i

With the exception of 3 of the 32 key cities, each eity contributed more than 1
per cent of the total, while each of 18 cities contributed more than 2 per cent.
On the other hand, the cities other than those listed as key cities made & neg-
ligible contribution. All of this indicates a high degree of concentration of ex-
changes in relatively few large cities geographically distributed so as to serve
economically their respective: tributary areas. It poinis {0 the possibilily of
securing fair coverage even with o limited number of branches or exchanges, provided
that they are properly located. It also furnishes a basis Jor charting sales guotas by
territorics and for the ascerlainment of changes in trend in years {o.come.

ourt v. Parasmonnt et al, Southern District of New York, Petition, p. 20,

12 Injted States District ¢
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ANALYSIS OF MOTION PICTURE FILM DISTRIBUTION

Table 14 presents a bird’s-eye view of what the distribution of motion-picture
fims consists. It shows the number of exchanges, the gross volume of business,
veturned goods and allowances, net volume of business, sales to industrial con-
:sunmers, and goods manufactured in the establishments in which the exchanges
were loeated where the bulk of the business consisted of distribution rather than
of manufacturing or production. It might be said at this point, at least paren-
thetically, that the amount of goods manufactured as shown in the table is so
gmall that it may be entirely disregarded. The same is ftrue of sales to in-
dustrial consumers which amounted to but 0.14 per cent of the total. It was
s significant item, however, to the independent exchanges where such sales
accounted for 6,42 per cent of all their income and probably consisted of sales
of advertising and advertising materials.

TanLp 14.—ANALYsIs oF VoLuMme or BusiNgss

TOTAL PRODUCERS’ INDEPENDENT EXPORT
- EXCHANGES EXCHANGES EXCHANGES
Per
Percont Percent Percent cent of
Amount | of net Amount | ofnet | Amount | of net | Amount | met
volume volums volime vol-
ume
Number of exchanges. B33 |eumenmae 444 | (7 PR 14 ecoannn
Gross volume of busi-
8BS e e e mm oo 4921, 004, 942 | 100. 22 |[$209, 216, 170 | 100. 17 [$4, 915, 164 | 100. 22 |$6, 663, 608 | 101.75
Returned goods and
allowances......... 480, 506 .22 350, 278 17 10, 647 .22 119,671 1.75
Net volume of busi- ;
il TR 920, 605, 346 | 100. 00 || 208, 850,892 | 100, 00 4,004, 517 | 100.00 | 6, 843, 037 100.00
Sales to industrial
CONSUMers- oo 315,046 D C: 35 | R PR 315,046 [ 23 (R PR,
Goods manufactured - (20010113 P | RN RGP 8, 000 T P P,

Returns and allowances.—According to Table 14, returned goods and allow=
ances apparently do not constitute much of a problem in the distribution of
‘motion-picture ilms. The gross volume of $221,094,942 consisted of $220,605,346
in net volume and $489,596 in goods returned by and allowances made to cus-
tomers for one reason or another. The returns and allowances Wwere but 0.22 per
cent of the net volume, varying from 0.17 per cent for producers’ exchanges to
1.75 per cent for export exchanges. The returns and allowances represent largely
cancellations and adjustments in prices. A contract may be made with an
exhibitor for either all or a certain part of the product a producer proposes to
make during the year. The prices are agreed upon at the time the gontract is
made. Tt may later happen that a given picture i unsuited to the exhibitor's
territory or that it is not of the quality that has been anticipated. Under such
cireumstances the theater obtains credit.  Miss-outs” (when a picture arrives
too late to be played) are another source of credits to exhibitors which go into
this item of returned goods and allowances.
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OPERATING EXPENSES

Nature of the statistics—The total expense figures used by the wholesals
division of the Census of Distribution comprige five elements:
(1) Salaries and wages paid.
(2) Expenses of salesmen paid.
(8) Rent paid.
(4) Interest paid.
(5) Al other expenses paid during the year.

The firgt group is further subdivided into salaries and wages of salesmen, of
executives, and of all other employees. In securing information for each of the
five items, the enumerators were instructed to get only the actual money outlays
for the items included, hence rent was not supposed to be reported for owned
premises, nor interest on owned capital. The ‘“all other expense’ item does not
tnclude net profits nor cost of the merchandise sold, hence neither of these items is
included in ‘“total expense” figures. Interest paid is not shown separately in this
analysis but is included in total expenses. Such items as taxes, insurance, admin-
istrative, office, and overhead expense, including maintenance, delivery, station-
ery and supplies, light, heat, and power are supposed to be included under all
other expenses. '

Summary of operating costs.—Table 15 shows the cost of distributing films as
reported by the various exchanges individually or by their parent organizations.
For all types of exchanges the cost was 15.70 per cent of the total volume of
business. Salaries and wages constituted the largest single item of expense,
amounting to 8.15 per cent, somewhat over one-half of all distribution costs.

TaBre 15.—O0PERATING EXPENSES

Per cent of
Number Amount volumo of
business

Number of exchanges
Volume of business. 0, 606, 340 100,00
Total expenses......_._.... .. J[TTTTTITTITTTTOTTTT 34, 630, 281 15,70

Salarfos and Wages....mmeo oo ooooooe 5 §
Exeeutives... .l [ TTTTTT 1;: %gj g(ﬁ 1 }g
G, 268, 076 9,83
I, 257, 378 Lo
3,049, 493 1.79
12 166, 882 .08
210, 551, 048 i

! 16 exchanges roported no rent paid. When computed on proper basis (only for those roporting rent),
the rental figure amounts to 1 per cent of net business.
7 Includes rent items of the 16 exchanges that did no report rent separately.

The 335 paid exceutives! received $2,467,804 in salaries or 1.12 per cent of net
volume; the 1,562 salesmen aceounted for $6,2583,076 in salaries or 2.83 per cont;
and the other employees, 7,445 in number, received salaries and wages of $9,257,-
378 or 4.20 per cent of the volume of business. Selling expenses proper, in addi-

1310 of the independent exchanges operated as single proprietorships and 1ag a partnership, while five of
the export oxghnnges operated as single proprietorships, In such cases the owners thomsel,ves ocenpled
execiitive poS}tions which ars not: covered under the item “paid executivas.”

. # Under this item are included such employees as bookers, shippers, caghiers, contract clerks, film inspoe-
t;)rs, projectionists, film cutters, stenographers, typists, telaphone operators, statistical clerks, informas
on clerks, file clorks, and all others, like porters and watchimen, normally employed in husiness.
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tion to the 2.83 per cent of net volume paid in the form of salesmen’s salaries,
included 1.79 per cent congisting of expenses of salesmen (such as traveling and
other expenses of a miscellaneous nature incurred by salesmen), making a total
sales-force expense, outside of sales supervision, of 4.62 per cent, over 30 per cent
of all expenses.

The rent for all establishments amounted to 0.98 per cent of net volume. Thig
figure, however, needs modification, since it includes 16 exchanges which did not
report rent paid probably because they owned the premises covered by the
reports. If such establishments are excluded the rent figure becomes 1 per
cent. All other expenses which include interest paid and such items as taxes,
ingurance, administration, office and overhead expense, and all other items of
expense (except costs of capital investment and costs of goods sold) amounted to
4,78 per cent of the net volume of business.

Operating expenses by type of exchange.—Independent exchanges, as shown
in Table 16, with 33.12 per cent, showed the highest operating costs. To these
costs must be added, for comparison purposes if for no other reason, the average
salaries that would be received by the 21 proprietors and firma members who are
not ineluded in this item. The cost of doing business for these exchanges would
then be approximately 2 per cent higher, or about 85 per cent. Producers’
exchanges, with 15.16 per cent, showed the lowest operating costs and export
exchanges had operating expenses of 19.88 per cent.

This difference in cost of doing business is not to be regarded as inherent in the
type of exchange but may be accounted for in a number of different ways and does
not necessarily indicate lower efficiency on the part of independent exchanges, or
higher efficiency on the part of producers’ exchanges. As indicated in a previous
connection, producers’ exchanges frequently distribute to chain theaters owned
by and integrated with the producers whose pictures are distributed by the
exchanges, thereby reduecing selling costs as well as other expenses incident to the
cultivation of independent exhibitors. Besides it is likely that independent ex-
changes deal with a different type of exhibitor. They frequently do not handle
the more important feature pictures, nor do they always eontact the more impor-
tant or first-run exhibiting houses. In other words, the differences in costs between
the two types of exchanges may be due largely or entirely to differences in markets,
types of films handled, and variety and degree of services rendered rather than
gerve as an indication of relative efficiency. :

As shown in a previous connection, the higher costs of independent exchanges
are due in some measure to a higher percentage paid in salaries and wages.
In fact, salaries and wages actually paid during the year on the part of inde-
pendent exchanges were 17.41 per cent, as against 7.93 per cent for producers’
exchanges. Expenses of salesmen were, howeyer, somewhat lower in the case of
independent exchanges, probably because the proprietors themselves did some of
the selling; also because of the more direct contact on the part of smalier exchanges
with their customers and the smaller territory over which their salesmen travel.

The total sales-force expense of independent exchanges amounted o 5.98 per
cent, as against 4.66 per cent for producers’ exchanges, there being a tremendous
difference in salaries paid to salesmen as between the two types of exchanges,
independent exchanges showing as high a cost in this connection as 4.37 per cent,
ag against 2.81 per cent for producers’ exchanges. All other expenses were also
considerably higher in the case of independent exchanges.

RN 59 = S SN I B = SRR ks F - ol G o 602 T i k7 Ot S R RS S
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TABLE 16.—OrERaTING EXPENSES BY TYPE OF EXCHANGE

PRODUCERS’ EXCHANGES |(|INDEPENDENT EXCHANGES EXPORT KXCHANORS
Per P%r ; Petr .
cent of cent o cent o
Num- Num- Num-
A t |volume Amount |volume Amounnt |volume
ber monnt It bus- || Per of bus- || Der of huigs
iness iness iness
Nuﬁnber of ex- i . 1
changes. . - [ O Pty
Volum% of business.|_..____ $208, 856, 892 | 100, 00 ||« wemcan 34, 604,517 | 100.00 [l.-oaeuv 56, 843, 037 | 100,00
Total eXpenses. « cac|owacua- 31,654,015 | 15,10 f|------- 1,624,570 | 3312 ||-meeees 1, 360, 687 | 10,83
Salarfes and
WALOS e mme e 16, 562, 826 7,03 ffeauaunn 864, 033 17,41 [|eeennn- 50‘1, 30| &%
Kxecutives.| 280 2, 106, 826 Lol 46 217, 000 4. 42 9 143,000 | 210
Salesmen.._| 1,468 5,859, 093 2,81 74 214,371 4,37 20 178,712 | 261
All  other
employ- | :
€65umunnen 7,040 8, 598, 007 4,12 278 422, 653 8,62 123 238, 718 .43
Expenses of
salesmen.. .- 3, 857, 244 1,85 || 78, 067 01 A P, 6, 282 ]
Renb. _-oucoicin)amanacs 1,060, 109 I 3 | N, 120,174 2,45 floaoann 86, 590 127
All other ex- |
 £13 1 N S 90,273,886 | 4,44 |l.__._. 571,406 | 1165 |[«ememn- 700,407 | 10.32

It is significant that in all types of exchanges salaries and wages constifuted
around one-half of the total operating cost. It therefore affords the grentest
opportunity for study with a view to reducing costs of doing business. Inde-
pendent exchanges also showed a rent item that was two and a half times as high
as that of producers’ exchanges, indicating that fixed charges become inereasingly
burdensome as the size of the business decreases. (See Table 17, which shows
that practically all independent exchanges were operating on a small seale)

Operating expenses in relation to size of the exchange.—As shown in Table 17
and figure 2, the 62 producers’ exchanges doing business each under $50,000 a
year accounted for a little more than one-half of 1 per cent of the net volume of
business of all the producers’ exchanges. Another 43 of the exchanges doing »
business of $50,000 to $100,000 a year added another 1.43 per cent. Thus, 23,64
per cent of all producers’ exchanges centributed no more than 2.02 per cent of
the business reported by the entire group. On the other hand, the 85 exchanges
with $500,000 %o $1,000,000 per annum accounted for 27.77 per cent of the bus-
iness and the 52 exchanges with $1,000,000 and over accounted for 48,07 per cent.
These two groups together, comprising 137 exchanges or 30.85 per cent of the
producers’ exchanges, contributed 70.84 per cent of the business. Just what
determined the volume of business secured by any one exchange is difficult to
state. It might have been the total population of the territory covered, the
location of the exchange, the type of theaters served, and most of all the income
of the people in the area served and its distribution among the masses. But the
statistics show a very high concentration of business in the hands of relatively
few exchanges. i

In the independent exchange group, however, the small exchanges occupied &
more important position, but even here 51 of the exchanges (68 per cenf of all
independent exchanges) contributed but 18.63 per cent of the business reported
by the group, while two of the largest independent exchanges were responsible
for 36.67 per cent of the group’s business. The same observation applies to the
export exchanges in which 3 of the 14 exchanges accounted for exa,ctiy two-thirds
of the business reported by the group.
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Freurs 2.—DisTrisurion or Businmss sy ExcEance Sizp Grours:
Propucers’ Excranens

PER CENT SIZE GROUP PER GENT
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Expenses vary with size—Table 17 further shows a striking correlation be-
tween the costs of doing business and the size of the business establishment.
Without a single excepliom, at least in conmection with producers’ exchanges,
the cosls are highest for the exchanges having the smallest volume of business and are
lowest for the exchanges showing the largest volume of business. - Furthermore, the
costs seem to be declining in proportion as the business increases in volume per
exchange. The 62 producers’ exchanges having an annual volume of business
under $60,000 each, showed costs of doing business of 57.47 per cent. The
costes were reduced to 48.89 per cent for the 43 exchanges with business of
$60,000 to $100,000 per annum and down to as low as 8.53 per cent for the 52
exchanges reporting a business each of a million dollars a year and over.

Independent exchanges, on the whole, show & somewhat similar trend. In

the case of export exchanges the same correlation is to be noted as in the ease of

the producers’ exchanges, except in one instance, but the number of exchanges
was too small to he considered. The costs decreased gradually from 27.81 per
cent for the smallest exchanges to 20.61 per cent for the largest of the group.

‘Size of establishment obviously is one of the most important criteria in determining the

cost of disiribuling aclivities for motion-picture films.

Sales-force expense varies with size of business.—A further analysis of Table
17 reveals the fact that salesmen’s salaries have the same general relationship to
the size of business as do total expenses and since this item, which makes up the
bulk of sales-force expense, looms large in the total expense figures, one is justified
in drawing the inference that total expenses are high for smaller establishments,
largely because such establishments have higher selling costs, and they are low
for the larger establishments because the direct selling costs of such establish-
ments are lower. It is interesting to note that in the case of producers’ exchanges
aalesmen’s salaries were as high as 25.51 per cent for the smallest exchanges and
were reduced gradually to 1.29 per cent for the exchanges with a million dollars’
worth of business per annmm and over. The same is true of expenses of salesmen
which were as high as 12.31 per cent for the small exchanges and as low as 0.67
per cent for the largest exchanges of the group.
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Sales per salesman.—Among the most interesting things revealed in Talle
17 and figure 3 is the close and proportionate relationship existing between sales
per salesman and total expenses, except in the case of independent exchanges.
Table 17 presents these data for all types of exchanges while chart 8 shows
graphically the same information for producers’ exchanges only. As sales per
salesman increase, operating expenses decrease and vice versa, In other words,
high sales per salesman are invariably accompanied by low costs of aperation.
This eonclusion is corroborated by figure 4 presented in eonnection with the size
of sales territories. It would seem, therefore, that sales per salesman c?nstitulc
one of the best indexes lo operating efficiency, and that one of the mosi effeclive ways
of lowering costs of doing business is through increased efficiency on the parl of
salesmen.

Tarre 17.—Excrances, By Size or Busingss Group
1. PRODUCERS’ EXCHANGES

VOLUME OF BUSINESS Total SALESMEN . Snle§~ [)(}‘llﬁ\‘ﬂ
§ [t}

Num. expensy sularios | snles-

Br 0: . mene
SIZE GROUP estab- por | Centof Average “533#’0'}’ ag 1 por
Yishe | A nount | cent of [(Volumel Num- | oo per |[volumoltont of
ments total Of bus- | ber | a1sgran | of bus- |volnma
ness iness [ofhus-

Iness
Total........ 444 | $208, 850,802 | 100.0 || 1518 | 1,468 | $142,278 | 2.81| L#i
Under $50,000. - 62 1,236, 304 60 | s7.47 106 | 11,063 | 25.51 | 123
£50,000-$100,000 _ __ 43 2,001,588 | 1.43 || 48.89 120 [ 24,080 | 14.83{ .80
$100,000-$200,000 80 8,098,282 | 4.31[| 34.36 156 | 67,081 | 7.47] n.a0
$200,000-$300,000. - .. 62 15301803 | 7.33( 26.08 232 65,0661 &525| 3201
$300,000-3400,000 . - 86 | 12,508,400 | 6.08 | 21.80 103 [ 122,207 | 411 288
£400,000~8500,000. _ - 44| 10,785,717 | 9.47 | 17.11 143 [ 138,362 | 2.82) =M
$500,000-$1,000,000- | 85 ,080,842 | 27,77 || 14.83 336 | 172,680 | 2.30| L70
$1,000,000 and over...___ .- 52| 89,000,011 | 43.07( 858 272 | 880,735 | 1.20 7

2. INDEPENDENT EXCHANGES
BTV 7:Y I 76| $4,904,517 | 100.0 33,12 74| $66,277 | 4.87| 10t
Under $50,000. - «e-cooesneeens 51 013,876 | 18.68 || 56.76 20| 45604 512 L4
$50,000-$100,000. 15 1,086,314 | 21.13 || 42.00 8] B7,578( 474 285
$100,000-$200,000. [i 855,637 | 17.45 [| 50,32 10| 85 564 37| LW
$200,000-$400,000._ 1 300,000 | 6.12 | 17.80 8| 37,500 | 10.07 | 200
$400,000-$1,000,000-— - oo o2 1,708,090 | 86.67 || 10.38 18| op,027 | 803 113
3. EXPORT EXCHANGES

TOtal s e 14| $6,843,037 | 100,0 | 10.88 20 | $343,107 ) 2.61) 0.0
Under $50,000. ...._.... . 4 120,144 | 184 grer .. . _ | | T
$50,000~%100,000 J4 209,848 | £99 || 3551 2| 146,674 | 3,78 |oneonn
$100,000-$300,000 . _ _ - 1 223,006 | 3.26 || 24.91 2| 111,503 | 3.80 |—eaes
$300,000-81,000,000... < 2| L,652,077| 2414 1570 R TN
$1,000,000 and over.._____...." 3 4,549,362 | 66.47 || 20,61 16| 284,335 | 8,51 V14

Operating expenses in relation to sales territory.—A rather rough relationship
seems to exist between the size of the sales territory eovered by an exchango
and its total operating expenses. (See Table 18.) The 104 producers’ exchanges
dperating within a radius of 75 miles had a cost of but 11,27 per cent as againat
_12.97 per cent for the 111 exchanges operating within a radius of 76 to 150 miles.
I'he costs were 20.79 per cent, however, for the next group of 104 producers'
gxchanges selling within a territory of 151 4o 250 miles, and the expenses either
increased or were generally higher as the saleg territory widened, This, apgain,
was due in no small degree to the fact that salesmen’s salaries and the ox-
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penses of salesmen inereased, as the sales territory increased in size. This is as
may be expected, except when the wider sales territory results in a larger volume
of business, more than sufficient to offget the additional selling expenses. The
same observations apply broadly fo the independent exchanges, but the total
expenses of these exchanges do not seem to bear any relationship to sales territory.

There scems to be almost a perfect relationship, however, between the average
sales per establishment and the total costs of doing business as was already pointed
out in connection with Table 17, and a very close correlation betwsen average
sales per salesman and total expenses. (See figure 4.) Table 18 shows that, with
the exception of the 18 exchanges operating over a 500-mile radius but not nation-
wide, as the average sales per salesman increase the per cent of salesmen’s salaries
ag well as the per cent of salesmen’s expenses decrease correspondingly, and viee
versa, thus showing an inverse correlation. These two items of expense are of
sufficient significance to affect total expense figures.

Tanue 18, —Excuances, By Saims TerriTory COVERED RBEGULARLY
1. PRODUCERS' EXCHANGES

SALESMEN
Total
Ex-
Num- axpense
Average penses
SALES TERRITORY (MILE é’set’;gf Volume of | sales p’éx asn pet ES“}‘“‘%‘? as 8
RADIUS) Sii7| business festablish-|lon el Num- Averago eeiltr of| Der
ments ment | orhysi-|  her snllgsnllmr volume ‘f:?tl_
ness SalesTan | of yygi. ) 9 40
ness | pusi-
. ness
1Y 444 5208, 860, 802 | $470,308 | 15,16 | 1,408 | slaz273 | 2.81| L8S
L LT U] S, 104 | 63,412,615 | 609,736 | 1127 086 | 221,722 214 1.38
76-180. ... 111 | 47,300,369 | 607,202 1 12.97 377 ] 18,78 2.6 142
1-)1—2.’)0_._ 104 | 85,881, 735 344, 536 | 20.79 340 105, 387 3.90 2.46
49 18, 112, 318 262,407 | 22.06 208 87,078 4,306 3,38
18 7 444, 165 413, 565 1 20.05 128 59, 081 3.51 1,64
347 15, 832, 294 | 405,654 | 16,64 119 | 133,044 3.13 1.95
4 824, 566 206, 142 | 23.52 12 68, 714 4,84 3.8

2, INDEPENDENT EXCHANGES

TOtal ermmemmcacemen 75 | $4,004,517 [ $65,304 | 83.12 74| se6, 27| 4.87( L6l
75 OF VENART - <o cmemeemcmmeee 40| 9,151,274 | 53,782 | 23.07 29| 97,785 | 2.86 .81
5 195,898 | 25,178 | 72.88 51 925179 1L15| 4.4
13| 1, 718, 000 | 132,231 | 83.56 40| 42,075{ 607 277
4 110,737 | 27,684 | 50.08 1| 110,787 188 L64
10 615,000 | 61,501 | 43.18 6| 102,852 | 1.21 .40
United States and other for-
e:gn countries (not clnssiﬁed
H0Y8) 2 151,100 | 75,500 | BT Loeeomoc|ovmmanenncfomenmennteee
W orld-wide...-. ......... 1 50,605.) 30,005 | 92,48 |oeemcuc-mnmmmnnoclosmnennr)eaae -,

3. EXPORT EXCHANGES

'I‘otal 14 $ﬂ,843,937l$488,853 19.88l 20 | $a42,197 | 201| 0.09
SOUtN AMmeriea. - ooemmeemmeee 2 089, 018 | 400,807 | 10.04 | ocoocarlmmmmmmenelinmsanns]-oomms
]{’uoe ....................... 1 30611 | 30,811 | 2L 21 |oeeimio|oemmmnnneaf e aeen |
Tiscal N
Seemmouﬂomg“mm i} 455,565 | 75,028 | 28.36 4| 113,801 ) 419 |emenees
World—wide ___________________ 5 ,,3{3,,,47 1,073,149 | 20.85 16 ] 835,360 | 2.97 12
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It is notable that the 18 producers’ exchanges referred to above showed the
lowest average sales per salesman in the group ($59,081), although these ex-
changes were medium-sized, having average sales per establishment of $413,565.
Normally, however, the Jarge sales per salesman were accompanied by large-
sized exchanges and the smaller exchanges seemed to have smaller sales per
salesman,

Figure 3.—RELATION BurwsEN SALue PER SALESMAN AND TOTAL ExrensEs:
. Provucers’ ExcraneEs
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Producers’ exchanges with average sales per salesman of $221,722 showed
operating expenses of 11.27 per cent. In the next group the sales per salesman
dropped to $178,778 and the expenses rose to 12.97 per cent. The third group
showed a drop in sales per salesman over the second ($105,387 per salesman)
and the expenses increased to 20.79 per cent. In the next group sales per sales-
man dropped almost precipitously to $87,078 and the expenses rose from 20.79
per cent to 22.06 per cent. The sixth group, on the other hand, showed the
lowest sales per salesman ($59,081), but expenses dropped from 22.06 per cent
%o 20.05 per cent. This, however, is exceptional. The last two groups show
the same relationship as the other groups. The number of establishments
operating as independent exchanges is not sufficiently large to justify drawing
definite conclusions on this score.

The chain principle in the distribution of films.—All of the 444 producers’
exchanges were of the multi-unit type. It may therefore besaid that producers’
exchanges were conducted and. operated on the chain principle. This was not
true of the independent exchanges (see Table 19), where 60 of the 75 exchanges
were operated as single-unit establishments, Of the 14 export exchanges, 10
operated as single-unit establishments and 4, all of which were maintained hy
producers, were of thie multi-unit type.

TaBLE 19.—ExX0HRANGESs BY THE NUMBER oF UNITs OrEraTED UNDER SINGLE
OWNERSHIP

1, PRODUCERS’ EXCHANGES

TOTAL EXPENSES
St | Potal vol
ol estab- otal vélume
NUMBER O¥ UNITS lish- of business ol; %{"S?‘fe
ments Amount of
business
Total... ——— 444 $208, 856, 802 $31, 654, 015 15,16
2-5 e5tabliSHIMANtS < v eeee - oo cm e ma e 8 4,129, 700 1,116,771 2.0¢
11-95 establishments 88 23, 630, 804 3, 583, 540 14,07
26~50 establishments 348 180, 7986, 382 26, 953, 695 14,01
2. INDEPENDENT EXCHANGES
Total. ... _ 75 $4, 004, 517 $1,624, 579 83,12
...... 60 4, 035, 704 1, 106, 888 7. 33
eI T T I I B 8 818 sl aR
3, EXPORT EXCHANGES
Total. : 14 $6, 848, 937 $1, 360, 687 19. 58
; i - - 10 1, 525, 620 251,929 16.71
?119%%%?35 SO T 4 5 318, 308 1,105, 758 20,79
but most

Not only did producers’ exchanges operate on the chain principle, 1h most
of them (348) belonged to large groups, probably beciutst?G grc;dtécet;e;‘ “cﬁ\telr !

ir own distributi jabli cchanges in all important distributing 5
their own distributing established exchang R ety Jovwor
cost of doing business, 14.91 per cent as against 14.97 per, cent for t}u; 853 ;:;
changes in the group of 11-25 units. The 2-5 producers exchanges ha

o et b Ay e ML AAS Y. LMY




26 ; CENSUS OF DISTRIBUTION

highest costs of the group. The single-unit establishments among the independ-
ent exchanges showed the lowest cost in that group, which may indicate that
efficiency is not necessarily inherent in chain operation as far as the distribution
of motion-picture films is concerned. Other factors, appavently, such as size
of the establishment, sales territory covered, sales per salesman, stocks on hand,
credit extended, and location of the exchanges, seem to have a more important
bearing on efflciency than large chain operation with its superior management
ability, which may normally be expected from a larger business enterprise.
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