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tain key court decisions corrode the enforceability of its patent lawsuits and
the legality of the Trust, while independent film companies, such as Famous
Players-Lasky, find success with feature films and new forms of distribution.
Unwilling to vary from the one- and two-reel format and legally impotent to
enforce the patents, the members of the MPPC are eventually left in the dust,
irrelevant by 1916 and out of business by 1918.

This story, which has become something of a capitalist cautionary tale,
has an important place in all histories of the motion picture. Of course, the
story is much more complicated than has been suggested by older, more tra-
ditional histories of American cinema.? For example, itis not often reported
that, in the same issue of Moving Picture World that featured Selig’s article,
Carl Laemmle, a leader of the Independent movement, predicts the doom
of long features in more vehement terms.* That is, the line between short
films and longer films cannot be drawn simply between the MPPC and the
Independents. Most histories that use Selig’s quotation against him also leave
out the significance of a June 1914 convention at which exhibitors passed a
resolution that “expressed their disapproval of the production of reels of
1,000 feet and upward.” Owners of smaller theaters were especially anxious
about the rising expense (and the impossibility of greater return, given the
small number of seats) that features represented. Clearly, then, the trade jour-
nal became a stage from which Selig and Laemmle could play to the audi-
ence, placating nervous exchanges and exhibitors by reassuring them that
they would not be abandoned in the changing times. Even in Selig’s quota-
tion we can see that he is trying to straddle the fence by coming down firmly
on the side of one-reelers but not dismissing longer films entirely. No won-
der: Selig, like many of his fellow MPPC members, was very busy making fea-
tures and trying to cash in on this growing market.

Recent scholarship has done an excellent job of correcting older histo-
ries that paint the MPPC as a monolithic, conservative, lumbering dinosaur
that did not have the sense to see the significance of features and thus was
rightly phased out of the evolution of motion pictures. Anderson, Staiger,
Bowser, and Quinn have pinpointed the issues that hindered the MPPC’s
entry into the feature market, even though many of its members were ea-
ger to try.6 Most histories, however, focus on the battle between the MPPC
and the Independents. As important as this skirmish is for the history of
American cinema, the dissension within the MPPC, although evident at the
time, has not been sufficiently emphasized.” The conflicts within the MPPC
certainly make the story more interesting, but that is not the (only) reason
to highlight them. Friction indicates where the stress points are; it can help
identify the cracks in the system that would eventually widen to separate
and isolate the members of the MPPC. In other words, studying the conflicts
within the MPPC can help us better understand its decline. The rise of the
feature film, in particular, put sufficient pressure on MPPC policy to make
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the cracks especially visible, even though they were evident from the very
beginning.

This essay, therefore, will examine tension in three areas within the MPPC’s
domain: distribution (the tension between the MPPC and its licensed ex-
changes), exhibition (between the MPPC and its licensed theaters), and pro-
duction (among the members of the MPPC). It is important to rehearse the
early history of the MPPC—years before the rise of the feature—because the
first friction at these spots would eventually grind down the finer, more suc-
cessful, points of MPPC policy, rendering the organization ineffectual and
immobile in the face of competition and innovation. In fact, I argue that the
friction among the members of the MPPC, especially, is a principal cause of
its decline, since the immobility of the group resulted primarily from their
inherent mistrust of one another, coupled with self-interest at the expense
of the organization. When discussing the MPPC and features, it is tempting
to ask simply, why not? Why couldn’t they adjust and enter the market as eas-
ily as their competitors? In order to understand the nature of the MPPC’s
immobility, or “executive paralysis,” as Robert Anderson calls it,® we must
understand the obstacles placed in front of them—as well as those they placed
in front of themselves—with the very formation of the Trust.

After a March 1907 court decision® favoring Edison’s patent claims made
it clear that continued litigation (which had already gone on for a decade)
would be costly and futile, several companies contacted Edison about the
feasibility of a licensing agreement.!” Edison was in a position of power (he
had already started new cases against Selig and Vitagraph), but his patent
suits discouraged native investment, thus facilitating foreign domination of
American screens.!! Legally strong but commercially vulnerable, Edison was
ready to negotiate.'* By May 1907 the representatives of Essanay Film Man-
ufacturing Company (Chicago), Kalem Company (New York), George Kleine
Optical Company (Chicago), Pathé Fréres (France), Selig Polyscope (Chi-
cago), and Vitagraph of America (New York) had come to an understand-
ing with Edison."® By formally issuing licenses to these companies—as well
as to Geo. Mélies (France) and S. Lubin (Philadelphia)—Edison formed the
Association of Edison Licensees (AEL) in early 1908.'* Although the Amer-
ican Mutoscope and Biograph Company seriously considered accepting an
Edison license, it held important patents as well and was not willing to join
the group until its claims were given parity with Edison’s.!> Edison was not
willing to do this, so for the next year the industry was in turmoil as these
two companies battled in the courts and negotiated in private. Biograph and
George Kleine Optical Company, which was not granted a license, were the
focal points for an Independent movement of manufacturers and (mostly)
exchanges. This movement had its beginnings in Edison’s attempt to orga-
nize the industry through a trade association.

In November 1907 all the manufacturers and renters—both the Biograph
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group and those affiliated with Edison—met in Pittsburgh “to remedy and
improve the existing conditions and place the business upon the highest
plane.”'® The nickelodeon boom of the previous two years had created an
unprecedented demand for films, but the lawsuits and lack of investment
kept the supply very tight. Furthermore, intense competition among ex-
changes created a chaotic and unreliable distribution network, even while
profits for exchanges soared. To understand what was at stake, we need only
to recall the incredible state of business at the beginning of the nickelodeon
era. Since 19gog exchanges had been buying films directly from the manu-
facturer and then renting them at reduced rates to theater owners. This sys-
tem made the prints cheaper for the exhibitors (who before had bought the
films from the manufacturer), and it meant enormous profits for the dis-
tributor: if the rental price of a film was one-fifth the purchase price, the ex-
change needed to rent this print to only five exhibitors before subsequent
rentals could be counted as pure profit. And since the demand was so high
and the life of the printwas, say, six months (before it became unprojectable),
a print could generate at least fifteen to twenty more rentals beyond the orig-
inal cost of purchase. Simple arithmetic shows that if nickelodeon owners
were doing well in the boom years, owning a film exchange was nothing less
than a license to print cash.

This kind of demand created an environment of cutthroat competition.
Exchanges would shamelessly duplicate films, rent shoddy prints well past
their life span, give preferential treatment to exhibitors who paid the most
money, and they would resell a print to another exchange without paying
the manufacturers a second time. Exhibitors would “bicycle” prints they al-
ready rented to another of their theaters, also without paying for the sec-
ond rental; furthermore, the theaters would probably be cramped, dark,
and poorly ventilated storefronts, which quickly became the target of re-
form campaigns. In short, the unscrupulous business practices of the ex-
hibition and distribution wings of the industry threatened to ruin the busi-
ness. But even more important than this was the plain and simple fact that
the manufacturers were not getting what they considered to be their fair
share of this money pie. So when the manufacturers and renters met in
Pittsburgh “to improve existing conditions,” the industry definitely needed
improvement, but the manufacturers had a very strong financial incentive
as well.

The AEL hoped to solve the supply problem by licensing and regular-
izing manufacture. Solving the chaotic distribution system required the par-
ticipation of the 150 or so exchanges across the country. At the Pittsburgh
conference the renters met separately from the manufacturers to create the
United Film Service Protective Association, designed to work “in co-
operation with manufacturers . . . to improve the service now furnished to
the public, to protect each other in the manner of credits and all other con-
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ditions affecting our mutual welfare.”” Although the organization ostensi-
bly represented the interests of the exchanges as an equal and separate part-
ner in the task of improving existing conditions, the terms dictated by the
AEL (e.g., prohibiting film duplication, forbidding subrentals and resales of
prints, and banning the circulation of worn prints) were designed to redi-
rect profits from the renters back to the manufacturers. Despite some resis-
tance among the renters against the AEL, the ideals of the UFSPA were
ratified at the February 19o8 Buffalo conference, where it was renamed the
Film Service Association, or FSA.18

Why would any renter even bother to join an association that was designed
to redirect profits back to the manufacturer? The stick, in this case, was the
possibility that the AEL would lock up the marketplace, and any renter who
did not join might be left without any films. The carrot was the possibility
that the AEL could coordinate the activities of the different branches of the
industry and thereby bring stability and standardization to an industry in
disarray. This possibility was particularly appealing to the smaller exchanges
and exhibitors, who were subject to price-cutting and other abuses. Smaller
exhibitors, especially, complained of preferential treatment given to larger
theaters. The FSA promised to standardize prices, initiate regular release
dates, remove dupes and old prints from the marketplace, and (through the
licensing program) eliminate backroom deals.!?

As positive as these goals were, the policies of the AEL and FSA created
conflicts within the FSA that would come to haunt the combine throughout
its reign. First, the AEL assumed that by licensing the largest manufactur-
ers, the others would either join or wither and die. This was decidedly not
the case. Biograph and Kleine led a combination of Independent manufac-
turers that, although initially not strong or representing the highest quality
in filmmaking, were large enough to provide an alternative to the AEL’s
strong-arm tactics. Second, Edison Manufacturing pursued an aggressive,
hard-line policy of prosecuting any and all licensed exchanges or theaters
that rented or screened nonlicensed film, which only exacerbated feelings
of resentment among renters and exhibitors against the AEL.

These flaws in the plan led to cracks within the FSA. That the organiza-
tion quickly dropped the terms United and Protective from its title indicates
the lack of unanimity among the members, which Moving Picture World called
“the rotten plank in the platform of the association.”® Not only were there
internal rivalries, but the “Independent” combination, led by Biograph and
Kleine, made it difficult for the FSA to maintain discipline within its ranks.2!
The high, even indiscriminate, demand for films meant that it was still
profitable, despite the threat of a revoked license or a lawsuit, to show both
licensed and nonlicensed product. Indeed, licensed exchanges were de-
pendent on two companies, Pathé Fréres and Edison, since at this early stage
Kalem, Selig, Lubin, and Vitagraph were not able to meet weekly demand.
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Independent distributors advocated projecting licensed and nonlicensed
films on the same program, and many theaters followed this advice, only to
have their licenses revoked, causing further turmoil and animosity.*?

Even the leadership of the FSA, such as William H. Swanson, a prominent
Chicago renter who guided the FSA in its early incarnation, actively worked
against AEL policy. A lightning rod for the exchange interests, Swanson was
elected president pro tempore at the first FSA meeting in 1907 and officially
at the January 19gog meeting.? In the interim he flouted AEL rules constantly
by illegally opening branch offices of his exchange and price-cutting to gain
entry to the territory.** Exchange men loyal to the AEL complained loudly
about Swanson’s tactics. Luke Mithen, an FSA representative and Swanson
lackey, was particularly reviled for preferential treatment of some exchanges
and exhibitors over others.?® Swanson advocated allowing licensed ex-
changes to purchase unlicensed product and giving unlicensed exchanges
permission to purchase licensed films, in direct opposition of the FSA’s stated
policy.? Swanson and Mithen even went so far as to try to organize exchanges
against the manufacturers.?’” Swanson’s dissatisfaction with his own organi-
zation became clear in a letter to a fellow exchange man:

The entire Association matter in general has been a great detriment to me. I
have lost a world of business since its inception, have gotten absolutely no ad-
vantage and have squandered a hat full of money and devoted my time and
energy and it seems to be that it is an organization of very affable and easily
led gentlemen organized for the purpose of benefiting a few manufacturers.
The future may develop the fact that it may prove of benefit but judging by
the past I am not very enthusiastic over it.2

His lack of enthusiasm was certainly economically motivated. In testimony
for the MPPC antitrust suit Swanson declared that his exchanges in Chicago,
New Orleans, and St. Louis grossed over $600,000 in 1907 and early 1908
but began to “rapidly” lose money when he “began to live up to the regula-
tions and rules of the Edison license agreements.” When faced with the
choice between following rules and making money, most large-volume ex-
changes had little trouble coming up with a solution: ignore the rules. Many
exchanges rented both licensed and nonlicensed product, and virtually no
exchange ever returned a single reel of film to the manufacturers as stipu-
lated. The reason was obvious: the demand for film was too great, especially
when the Keith and Proctor theaters in New York City moved from triweekly
program changes to daily program changes, starting a trend in exhibition
that lasted from 1gog to around 1914.%® As Anderson notes, “Even though
many FSA distributors called for the enforcement of the tenets of the li-
censing agreement, the abuses were too ingrained, wide-spread, and profit-
able to be rectified in a divided marketplace.”!

Manufacturers did not stand by idly. Selig, for example, declared that
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Swanson was “one of the worst offenders in the business, and that is no lie”2
and assured offended exchange men that he would voice his displeasure with
Swanson’s tactics and lieutenants at meetings of the Executive Committee.?3
The rebellion of Swanson and others like him indicated to Edison and the
AEL that full compliance with their policies would come only when the man-
ufacturers could present a united front. Therefore, negotiations between Edi-
son and Biograph proceeded apace, the two manufacturers having come to
apreliminary agreement by July 1908.%* By late 1908 the ground was cleared
for a patent pool representing the major interests in the industry. As soon
as Biograph and Kleine joined the Edison group, the members felt they had
the industry locked up and that they could actually enforce the license
agreements without the cooperation of the renters. So in January 1gog the
Motion Picture Patents Company became official, and the FSA became su-
perfluous. By electing Swanson their president, the exchanges of the FSA
indicated their resistance to Edison’s terms. But in a show of confidence the
MPPC cancelled Swanson’s license, thus ridding itself of a troublesome figure
in the organization.” As long as important manufacturers and importers
were outside the fold, the Edison group needed an organization like the FSA
to negotiate terms with the exchanges and to persuade them to join. Once
all the major manufacturers and importers were onboard, the exchanges had
little choice: sign up or go Independent. The FSA became merely a frater-
nal organization after that. The MPPC did not license every manufacturer
or every exchange, but it accomplished its goal: “to create a situation where
‘Independent’ meant a cheap theater, badly made films, and unreliable dis-
tribution.”% Carl Laemmle, a Chicago renter who later founded Universal,
wrote a letter to exhibitors explaining why he would not go Independent
under these circumstances, which, considering that he did indeed jump ship
in April 1909, seems somewhat disingenuous in retrospect:

If you have any confidence in ME,—if you believe I am on the square—WHY
do you suppose I decided not to join the so-called “Independents”? LISTEN
to the answer:—It’s because THEY HAVEN'T GOT A SINGLE LEG TO STAND
ON. Their ONLY hope is that they can get their fight into the Courts and do
business for perhaps half a year or so before they are thrown out by law alto-
gether. . .. They expect you to help put up a losing fight, and in the meantime
submit to all sorts of annoyance and nuisance.?’

Of'the 118 or so exchanges in the FSA in January 1gog, the MPPC licensed
110.” Yet it licensed only nine of eighteen exchanges in Chicago, making it
the de facto center of the Independent movement. Chicago had tradition-
ally been the hotbed of anti-Trust sentiment, possibly because it was the first
and largest center of new film exchanges in 1905 and 1906.> Exacerbating
this inherent mistrust, between March and April 1908 Edison brought suit
against thirty theater owners in the Chicago area for showing Biograph-li-

































