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Now, added to that, the nation's economy 18 acknowledged to be
in a recession . . . a recesston that [ am convinced will be quite
devastating to our industry.

positioned to weather the coming storm than we are. We are the
current box office champ. But, more important, our underiying
philosophy of moviemaking lends itself especially well to lean times.

Asamult.wemnotonlylntheatrmgat tion to succeed
durmgaﬂmeofeeononncadversi.butwehave potential to
@tabnshavuyh:ghplaﬂ'ormﬁ-omwhmhmlaunchintothenm
round of good times, whenever they may come.

Make no mistake about it, ours Is a cyclical business and we are
once again repeating the cycle. The purpose of this memo is tg
reafirm our commitment to our core philosophy, because [ am
convinced that this s what embodies our key to success in the days
ahead.

In » even {f the economic outlook were rosy, I believe
we at Dm still be due for a major self-examination.

Since 1984, we have slowly drifted away from our original visfon
of how to run our movie business, Once we had a fatrly strict and
pretty successful strategy, which we referred to as our “Singles and
Doubles hy.® At some &mt. Wwe seemed to have replaced it
with a strategy that might best be called the “Yes, But Philosophy~ . . .
as in, “Yes, he's but it's a great opportunity for us® or “Yes,
that's a lot to mkeung. but we have too much at stake not
to” or “Yes, the sequel will require a big budget, but it's a potential

franchise.” There should always be room for exceptions to rules, but
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of late the exceptions seem to be the rule. Not surprisingly, our
control of gur own destiny has been eroded, .

We are far from unique in this state of affaire . . . something |
take little comfort from,

The current condition of our bustness is typical enough of
American businesses that an entire management theory has been
developed to describe it. This theory is formally called the Product
Life Cycle. It holds that businesses go through a natura) development
process that i3 comprised of four stages: Introduction. Growth,

ecline,

In 1984, The Walt Disney Studios had already been through the
full cycle. We arrtved here fresh, energetic and ready to create an
entire movie studio from the ground up. We succeeded Spectacularly
In growing a new business and re-starting the cycle. Now, there are
ominous signs of the Stagnation of Maturity which leads inexorably to
the disaster of Decline.

This Is why, even if there Were no recesston. I hope that I would
be feeling as I do and would still be writing this memo, However,
because of the severe economic environment we are entering, this
review of our way of doing bustness is now not only timely, but

tial.

In good times, drift can bé tolerable. In bad times, it can prove

With success came bigger budgets and cT names. We found
oursclves attracting the calibre of talent with ch “event” movies
could be made. And, more and more, weht;esg:; x;:‘}dngdthuni ‘I‘hef
result: costs have escalated, profitabiis Pped and our level o
risk has compounded. The time has co?lie to get back to our roots.

In urging this course, | recognize that we have some serfous
es

disadvan and some &xtraordinary advantages relative to when we
first s out six years ago. )
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But this fact plays into our biggest advantage -- you. We have a

. proven team that has come through time .and again. Others will

scramble for higher and higher ground, spending feveri to kee
their noses above water. We, ong{hc other hand.gl:xave tl??llyntemal P
talent, creativity and absolute ability to control our own destiny. With
this strength, we can plunge in and successfully find our way no
matter how strong the current. What | am asking {s difficult and
challenging. But it is clear that we couldn't have in place a more
remarkable group of able and experienced individuals to pull it off,

Ironically, your outstanding abilities are also responstble for one
of our disadvantages - namely, our success. In 1984, when Disney was
last and unprofitable, the worst that could happen was that we would
remain last. Now we are Number One. Qur sharcholders, Wall Street
and the public expect us to be a leader: Such expectations can be
lnhibiting. We can'’t let them be. Instead, we must lay out our goals
with as clear a vision as when we were unconstrained by success.

In returning to an emphasis on creative story development,
there will be the risk of failure, as one project or even a series of
projects misses the mark. Intelligently approached, risk is a
necessary component to success in the movie business. It is
impossible to create new and original -~ and therefore a}ﬂ)tcanng -
new works without on the chance that youll fall flat on your
face. Remember that before “Pretty Woman.,” we had five misses in a

But, if a retum to our roots will entail the risk of acceptable
fatlure . . . if we remain on our present course, there will be the
certainty of calamitous faflure, as we will ineyitably come to produce
our own “Havana” or "Two Jakes” or “Air America” or “Another 48
HRS" or "Bonfire of the Vanities® . . . and then have to dig ourselves
out from under the rubble.

I know that my negative outlook for our tndustry will be
challenged by many Wall Street analysts. These pundits will e that
the film industry s recession resistant or even recession proo
because, when there {s fear and uncertainty in the real world, people
seck escape and entertainment in their local movie theaters,

Right argument, wrong conclusion.

When there is fear and uncertainty, the people have craved
bargain entertainment. During previous downturns, the best escapist
entertainment value was at the movie theaters. But no longer.

The notion of the ilm industry being recession proof began
during The Great Depression. People wanted escape and the movies
offered it cheap -~ 10 cents a ticket. or the cost of a loaf of bread.

Oyt SR OCICNPIIE. A L 2

fetistm it TOBEY, & Hcket to the movies costy the equivalent of stx oF seven loaves
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- During the late 1950s and into

of bread. What's more, a family of four requires $20-$30 to get in to

See 2 movie. Add popcorn. parking, etc. and the total reaches $35-$40
or even more,

On the other hand. that same family can go to the local video
store and rent a videotape for a mere $2.00 . . - 50 cents each - Jess
than the cost of a loaf of bread. .

- So. when times get tough I have no doubt that ‘Eeople will still
want to escape to the movies, but theyll want it for ¢ historic cost of
a loaf of bread. :

This may be a reason to re-think our approach to home video.
Perhaps we should consider charging $200 for a rental title, This
would force stores to charge $5 for a popular title. but $5 -- one loaf
Per person -- would still be an excellent entertainment bargain.

. Such strategizing among our divisions, divorced from pre-
concetved notions, is the kind of thinking we will need to cope with
the recession.

As big a factor as the recession is. I believe we would be making
a grave mistake to blame our industry’s woes on the national
downturn. Just as the seeds of a sick economy were growing before
ltlt';q's invaston, the sceds of a sick movis business were growing before
recession.

And the seeds were planted by the “blockbuster mentality” that
has gripped our tnd -~ Because of this homerun every
studio has increasingly out to have the biggest weekend opening

. and the biggest first week gross and the carliest $100 million total,

It used to be that there was a reliable criterton for a Alm's
Success -~ whether or not it had “legs.” Studios would with
different strategles for opening a film, all with the goal helping it
develop “legs” through positive word of mouth. Now the term “legs"
has anbutdisappmedﬁ'omthenollywoodvoeabuh:y. Thanks to the
dictates of the blockbuster mentality, the shelf life of many movies has
eometobesomcwhatahortu'thanasupexmaxtettomto. :

o, su:’h ‘have been ing hl:l:!ythe ﬂrStted. bmg.sd
numbers, studios out promo ig budget
films. The logic is that this kind of is the surest bet for attracting
a big turnout for the picture's opening weekend.

The result has been a paradax. In an effort to make “risk-free"
movies, Hollywood has been willing to put tens of millions of dollars on
the line with each major release,

Unfortunately, our industry has traveiled this road before.
he '60s. studios spent larger and
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larger amounts to produce historical epic films. This trend climaxed
.with the 1963 release of “Cleopatra.” a film that cost $44 million at
the time - a staggering $186 million in 1990 dollars. These bloated
“event” films and the red ink they left in their wake marked the
beginning of the decline of many major studios and the ‘Xise of
independent film production. Now that we have gone full circle and
many of the {ndependents have gone under while the majors are
experien a resurgence, it would be {ronic if we fatled to learn from
the not-so-distant past and instead blindly go about repeating the
mistakes of our mogul predecessors.

Here at Disney, our biggest effort to compete in blockbuster
terms, “Dick Tracy,” is a case in point as to how the box office
mentality is affecting the moviegoing experience. “Dick Tracy” was in
the works for nearly ten years. But 3{ the. time it was ready for
relcase, we were u the summer of 1990 and we knew that its
success would be for the most part judged by its openmdg weekend box
office performance. So, we did everything that we could in order to
get the film the audience and recognition we felt it deserved,

including the unheard of notion of “clothing” our opening night
audience. '

The result was a film that did very well, a film we were rightly
roud of, a film that was critically acclaimed . . . and a film that is still

savagely disparaged as “having failed to achieve Batman-like
sumattg{boxomce.'

This is not a healthy sftuation, If every major studio release must
aspire to repeat the 1989 success of “Batman,” then we will
undoubtedly soon see the 1990°s.equivalent of “Cleopatra,” a film that
was made in the hope of repeating the 1959 success of “Ben Hur.”

' Notsurpmmgly.thlsboxomcemamalsfosmmga&enzy
among actors, writers, directors and their agents as they try to clatm
their share of the big budget pte. If a leading star who recetved $6
mmlon‘“ forhuhlast reads e;thgts ;x::ther st‘a:d is getting $l&:énlion

a e immediately ent insisting on no ess
than $12 million for his next movie. " ne

It scems that, like lemmings, we are all racing faster and faster
into the sea, each of us trying to outrun and outspend and out-earn the
glthermsmadapdnt the mirage of making the next

In this atmosphere of near hysteria, I feel that we at Disney have
been serfously distracted from doing what we do best. It is a tribute to
our abilities that, even as we have strayed, we have continued to be
successful. But it is instructive to re-visit the film that anchored our
. success in 1990. “Pretty Woman® i in fact the kind of modest. story-

driven movie we tended to make in our salad days.
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The extraordinary popularity of such films as “Pretty Woman,"

-“Ghost” and “Home Alone" teaches the real lesson of 1990: Despite

all the hype and promctional noise, in the end the public will search
out the movies it wants to see. And these films, more often than not.
will be primarily based on two basic elements -- g good story, well
executed. Not stars, not special effects, not casts of thousands, not
mega-budgets. not hype,

So, as we begin 1991, let's really look at those weekly box office
figures and hear what the numbers are saying . . . what I belleve they
are telling us is to stop concentrating so much on what happens in
that little room where the tickets are sold and instzad concentrate on
what happens in the big room where the lights dim and the magic is
supposed to happen.

Magic is the key, Regardless of the recessfon, people will still
leave their VCR's to go to the movie theater . . . {f they are convinced
that the experience that awaits them there will be magical enough.

We are lucky. We get to manufacture magic and. in so doing,
produce a product that makes a difference,

Most other jobs exist to create products that are purely
functional. While any profession can have its rewards, the range of
impact in producing shoes or cars or toothpaste is limited, Qur -
E;oducthasnoﬁmcﬂonothuthanm_mm Its only limits are set

our tmaginations.

In a way, there is something fquite noble about what we do. Our
potential impact can not be minimized and should never be trivialized,
At the same time that America has lost its dominance of the world's
economy, it has become a pre-eminent force in the world’s culture,
And this is largely because of what we do. People around the world
may no longer drive in Amerjcan cars. build with American steel or
listen to American radics. But they go see American films. They share
our hopes and dreams and values when they tbejct).yhofa
“Pretty Woman,” the enchantment of a “Little Mermaid® or the
inspiration of a “Dead Poets Soclety.”

Acroes America and around the world, our customers expect us
to offer them two hour journeys away from the mundane of day-to-day
life to new worlds of experience, For the price of admission, they
want to be rted to places and people they would otherwise
never know, If the trip we provide is wondrous enough, then the $7
price for a ticket to ride will still be an exceptional bargain indeed.

Especially during these economic hard times. we must not fool
) 3 og¥is]hi 2.97,- A7 L Pos [73%4 {41 (] A
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I bave written this merao in the tope of offering a blueprint for a
- business that can deliver on the public’s expectations with some
consistency. A business that can weatter the economic storms

because it is governed by a sensible strztegy designed to foster fiscal
success . . . and, in the end, create mage.
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A Solution

Because the world has changed, we need to get back to basics.
For this reason, there will not be any revolutiohary new ideas
presented In the following pages. Rather, what I want to offer is a

restatement of our underlying philosophy, adapted to today’s changing
times. )

In writing this, 1 take some comfort in knowing that 1 am
preaching to the already converted. After all, together we've built
Hollywood's number one studio largely by adhering to the concepts I'll
be expounding here. But. with greater and greater success have come
greater and greater temptations to stray from our guiding principles.

This memo 18 intended to be a working document, a reference
guide to help us more effectively resist temptation so that this studio
can not only survive, but thrive, in the enging times ahead,

The Idea is King

In the dizzying world of moviemaking, we must not be distracted
from one fundamental concept: the ideq (s king. Stars, directors.
writers, hardware. special effects, new sound systems . , ., all of thése
can have a role to play in the success of a film, but they must all serve
as humble subjects to the supremacy of the idea.

If a movie begins with a great. original idea, chances are good it
will be successful, even If it is executed only marginally well. However,
if a film begins with a flawed idea, it will almost certatnly fatl, even If it
is made with “A” talent and marketed to the hilt.

People don't want to sce what they've already seen. So, we need
to be bold enough to stretch bounds, push the envelope of creativity
and follow our hearts along with our heads. When we fail, let it be
because we tried to innovate, not emulate. And, by so doing, | am
convinced that we will continue to reap success.

This is the key for controlling our destiny — to have the courage
to search out authentic, great ideas . . . and then have the steadfastness
to control the material that is subsequently developed.

If the idea and the screenplay are strong. then it is possible to
hire a less established star and a less established director and as a
result be less of a hostage to the marketplace: Or, conversely, an Idea
and screenplay can be 30 great as to attract major talent, who will be
sufficiently excited that they will agree to terms that are acceptable to
us,

-9-
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Of course, this {dea of intermal development runs counter to the
actions of many of our competitors. who have been paying $2-3 million
for screenplays, While their willingness to pay such’'sums may be a

sign of financial strength, it I3 also a blatant admission of creative
banlauptcy.’

In a world where we can come up with our own idea and engage
a young writer for $50,000-$70,000 or a proven writer for $250.000
to develop it, it i3 hard to understand how the amounts being paid for
spec scripts can be justified. Creative studio executives should be in
the business of developing ideas, not buying them.

To be sure, after having worked so hard and achieved such
considerable success at Disney, the temptation is to kick back and
spend our hard-won profits on a "Basic Instinct” or a Richard Donner
in the hope that their mere acquisition will lead to continued success.
It's a temptation well keep having to resist,

It's our job to find the great idea. then nurture it and manage it
until it has a shot at finding its audience.

It’s not casy.
But whoever said it was,

The Lowdown on High Concept

One of the most misunderstood and misused phrases in the
Hollywood lexicon is “high concept.® The phrase was introduced by
Michael for internal use by creative executives at Paramount as a guide
for evaluating ideas, But it quickly spread throughout Hollywood and
has since been widely mistnterpreted and abused.

‘th e‘:ﬁcebgt' was mtegxd:gy to -g::crlbe a unique idea wleadose
originality co conveyed briefly. emphasis was supposed to
be on “o. ty” but bas come to be placed on “briefly,” so that

today "hi oonccft'isthoughttomeananldenthatmbe
summarized in a logline in TV Guide.

This is unfortunate, because “high concept” is a useful,
complex, thoughtful encam of what we should all be working
toward, It a link movie making and movie marketing.
It embellishes the concept that “the idea is by asserting that the
idea that forms the basis of a film should not be one that is
compelling but also one that can be communicated.

The real meaning of high concept is that ingemxi ‘is more
t than production values. This is why we should constantly be

im
. loo for creative solutions, not financial ones.

o
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The Fallacy of the Floor

, It seems that the root cause of the blockbuster mentality is the
notion that one can construct a film project in such a way that it has a
“floor” for its 'anuﬁc:})ated revenues. The theory goes that the way to
ensure a successiul movie is to release a high profile, highly promoted
film, featuring at least one major star. It is felt that this kind of film

notonly has a butlt-In audience, but that it also ensures a big opening
weekend.

This approach to fllmmaking was seen to get its ultimate
vindication with the success of “Batman.” which combined action and
hardware with an established fictional hero and an established real-life
star, Jack Nicholson. The movie that ensued became one of the all-
time box office champs and landed its producers at the helm of a
major studio. )

So, it was particularly interesting to see what happened when
the blockbuster mentality got its true test last year. “Back To The
Future Part IlI,” "Gremlins 2: The New Batch,” “Another 48 HRS,”
*Days of Thunder,” “Rocky V,” “Havana® and “Bonfire of the Vanities”
are just some of the major releases that, as "Variety” reported. were
“headed for miniscule profits at best.™

Of course, there are those who will say that these days the
ancillary markets can rescue films that do poorly at the domestic box
office. To be sure, international box office, cable and, especially, home
video have increased the profit potential of many films and have
helped some marginal films creep fnto the black. But these markets
have never rescued a box office bomb.

There simply is no such thing as a revenue floor, Those who
think a major sequel is a sure financial bet, consider the fate of “The
Two Jakes™ or "Robocop II.° Those who think an epic, romantic
movie i3 a sure bet, consider "Havana.” Those who think a star-driven
%ackage Is a sure bet, consider “Family Business® or “Bonfire of the

anities.” '

Any film can fail at the box ofice. And that's ok It's part of our
business. No one can know for certain what the public will want to
' see, So the basic problem with the above movies wasn't that they were
il concetved or misguided or even bad entertainments. The problem
was that they were just too expenstve,

’I‘ucy. Tracy, Tracy

So. what about “Dick Tracy?” By every rational measure, it was a
success. It topped $100 million fn domestic box office, sold millions
. of dollars of merchandise and was by all accounts a cultural event.
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Nevertheless, having tried and succeeded, we should now look long
. and hard at the blockbuster business . . . and get out of it.

As profiable as it was, "Dick Tracy” made demands on our time,
talent and treasury that, upon reflection. may not have been worth it.
The number of hours it required, the acount of anxiety it generated
and the amount of dollars that needed 0 be expended were
disproportionate to the amount of success achieved. As a company
trying to bring to market 25 to 30 films a year, we simply can't afford
g)o indulge in the blockbuster mentality, cven as a sidelight, even as a

Even if one accepts the homerun ipproach to moviemaking as
valid, consider what it does to the other films on the agenda -- the
singles and doubles. When there is so much at stake with the $40-$60
million films, an inordinate amount of tme must be lavished on them
fn an effort to protect the massive invescment, But, with a finite
number of development, production, distribution and marketing
people, this tme has to come from someswhere else and it inevitably
must come from the less costly projecte.

The result is a few mega-budget grojects that have to do well
and a bunch of smaller projects whose £ill potential may be
Jeopardized because the big projects dratned away the executive
attention the smaller ones necded and deserved.

This is why, when Warren Beatty comes to us to pitch his next
movieuabigm”mnﬂlm.comnammmmmthhugetalem
mcn. by the man who is arguably the most brilliant

todayatmahngmavluthaxmmmneommerdany
and artistically, owned and controlled bty Beatty and Levinson — we
must hear what they have to say, allow curselves to get very excited
over what will likely be a spectacular film event, then slap ourselves a

few times, throw cold water on our faces and soberly conclude that it's
not a project we should choose to get izvolved In.

Does this mean we abandon big, event movies altogether?
Definitely not. But, we should approach them in as intelligent a
manner as possible,

One way to do this is represented by our Cinergl deal. Under
the terms of the agreement, for five years, we will be associated with
Andy Vajna, who has a very good track record in the tig budget action
movie business. But our relationship ts merely as a distib::tor,
anowmg_us to enjoy considerable upside potential with minimal
downside risk. Cinergl will continue to produce big action films
featuring mafor stars and geared toward an international market. In
this hemisphere, they will go out under the Hollywood banner, thereby
adding to our ibrary and main usasa in the Big Movie
* market. In this way, we should be to pro a business we
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don’t want to directly be in ourselves, while still devoing most of our
en:rgy u;cl) smaller movies, many of which will still have breakthrough
' potential,

1

Ancther alliance we are currently working on is with Don
Simpson and Jerry Bruckheimer, Some might think that this effort
runs counter to the sentiments being expressed in this memo.
Nothing could be further from the truth. Don and Jerry are among the
best and most responsible producers in the business. I know that the
“conventional om"” holds that they can only make giant big budget
movies. As usual, the "conventional wisdom” is wrong. I worked with
Don for ten years and helped bring him together with Jerry. They
understand the supremacy of the idea and they know what it means to
get value for the production dollar, When talented people like this are
available, we should be smart enough to try and find a way to bring
them on under terms that make sense to us. If a deal is signed, it will
be entirely uniike their Paramount contract. It will be structured so
that they will be extremely well rewarded in success. But they will
also be at substantial risk, along with us, in fatlure.

Of course, we still have some Big Movies of our own already on
our plate. “Scenes From a Mall,” “Billy Bathgate™ and "What About
Bob?" are all outstanding tEmje:t:ts. But there are too many of them. In
varying degrees, each of them will require a disproportionate amount
of energy on our part to achieve the level of revenues such films

Well get them done, and we'll do them right, but in the
future we'll have to do & better job of cuntrolling our appetite.

There's a fourth Big Movie underway that should be instructive
as to the kind of event I feel we must continue to make.
“Rocketeer” is, to be sure, a high-risk film at over $35 million. But all
the money will be up on the screen. And. {f the film succeeds. most of
the rewards will be ours. There are no glant stars, no big gross
participants. we own the rights, we control the licensing and we have
talent contracts covering sequels in the event it works.

“Dick Tracy” was a great experience. It was a solid hit and an
outstanding accomplishment that was remarkable for making Varlety's
list of ten biggest grossers and The New York Times® list of ten best
films. But, as much as “Dick Tracy” was about successful ilmmaking,
it was also about losing control of our own destiny. And that's too high
a price to pay for any movie.

Betting on Talent .
We started out in 1984 as the most cost-conscious of all studios.
One of our means for controlling costs was by avolding the

reigning stars of the moment. Instead we featured stars on the
" downward slope of thetr career or invented new ones of our own.
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Robin Willlams suggested to Newsweek magazine that we recruited
talent by standing outstde the back door of the Betty Ford Clinic.

The first instance of this approach to movie-making was “Down
& Out in Bcverly Hills,” a film that re-ignited the careers of its three
stars, Bette Midler, Richard Dreyfuss and Nick Nolte, We have

m?med long-term relationships with all three, especially Bette
er.

But, it would be an extreme understatement to say that a Bette
Midler movie today is not the same thing as a Bette Midler movie was
then. In 1984, we paid Bette only for her considerable tajent. Now,
we must also pay her for her considerable and well-earned celebrity.

This is what might be called the “celebrity surcharge® that must
be ante'd up when hiring mafor stars. And, more and more, we've
been working with the biggest stars in the industry. It's hard to say
‘no” to the likes of Steve Martin, Bill Murray, Dustin Hoffman and
Sylvester Stallone. But, when we say “yes” in the future, we need to

develop these relationships in a way that works both for them and for
us,

These are the kind of luminaries who are said to be “bankable
stars,” But, 1990 should have demolished for once and for all this
notion. Th!;h concept of the "bankable star” maintains that otfhbe:; ag
some stars whose presence guarantees a certain level office
mxformance. ch:lwwmtrue.thenhoweanqnemhmwhat

ppened to 1990's vehicle for 1989's "most bankable star,® Jack"

Nicholson, to nothing of the heralded retura to the screen of
RobettRedfo:d? )

The fact is that "bankability” places t0o much of a burden on the .
star. Heorshelsexpcctedtoopenthemovleaswe!lastocanylt.
Dustin Hoffman, who is perhaps the most talented actor of our time,
has never “opened” a film with a blockbuster first weekend. But his
talent has been instrumental in making a number of films
phenomenally successful. ’

And that's what {t's all about. Talent. Itisa performer’s talent
that can make a ilm a success. Celebrity can be an important bonus,
but celebrity is really all about iming, It comes and goes and
somctimes comes back again. A performer’s talent endures. This is
what we should be bettiag on.

This is why we must try to blaze a path away from unreasonable
salary and cipation deals. These kinds of deals can only make
sense if a star’s presence can absolutely guarantee monstrous success
for a ilm, And, as we have seen, there are no such guarantees.
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Unreasonable salaries coupled with g.int participations
comprise a win/win situation for the talent znd a lase/lose situation §--

us. [t results in us getting punished In fatii=e and having no upside t=
success,

We have to find ways to make deals w:th major stars that work
for everyone. And we have to summon the energy to go out and find
ge gjew people who have just as much talezt and will be the stars of

¢ future.

If the idea and story are strong enoug=. a movie shouldn't be
dependant on any particular performer to b¢ a success. This is why
we should be aggressive on ail fronts -- at e bargaining table with
major stars, at the comedy clubs searching for future stars, and at the
back door of the Clinic picking up the stars that once were and can be
again.

Stories That Make Us Care

The idea may be king and high conce;:s may be powerful, but
the cructal step is translating them into coapelling stortes,

it is the story that people remember. It is the story that gives
the movie business its extraordinary power to impact the world.

Part of what makes a story work is mystical. Its originality, its
theme, its characters, its ~ all these are undefinable
ingredients that contribute to the alchemy of 2 successful stary.

But, given this, there are still some overall guidelines of key
importance in telling a good story. Most i=portant of these is the
need to create one or more central charac=<s who confront
something elemental about themselves by t=¢ end of the ilm. This
sounds much more cerebral than it is. : ,

All this means is that there should be a sympathetic protagonist
who goes thro some transforming expesience with which the
audience can 'ofwll:l applies to the whole enormous and
extraordinary e ce. Name any truly successful
movie and yaumwl:ng find thatagi:.’l?the case.

Blockbuster? In "Raiders of the Lost Ark.” a cocky Indiana
Jones 1s humbled by the realization that there are forces even he
should not challenge, Science Fiction? “20017 is about the
transformation not just of a man but of macikind. War Film? “Patton’
focuses on 2 man's struggle to achieve his d:th;:L'and. upon achieving
it, accept that he is now a dinosaur. Comic In “Su " he
must reconcile his desire to be mortal with his destiny to be a
- superhero. Social Comedy? “Tootste” is about a man becoming a
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better man by being a woman. Comedy Comedy? In “Airplane,” Ted
Striker overcomes his "drinking problem” and past to save the day.

- Auteur Film? “All That Jazz" concemns a man who realizes he must
change, only to find it is too late. Classics? “Casablanca” s about Rick
regaining his convictions, “Gone With the Wind" is about Scarlett
realizing her self-suficlency, “The Wizard of Oz" is about Dorothy
learning that there's no place like home and. that most classic of
classics, “Citizen Kane,* from first word of dialogue to final image, is
about a man who, at the end of a tumultuous life’s journey, comes to
understand what’s important in life.

We can play this game with our own major hits: In “Three Men
and a Baby,” the three men leam to grow up and accept responsibility.
In “Good Morning, Vietnam,” Adrian Cronauer must confront the
meaning of the war in which he had been a play soldier. In “Who
Framed Roger Rabbit.” Eddie Valiant comes to terms with his past
and, ina ctic moment. gives up booze. In “The Little Mermaid,”
Ariel realizes the price she must pay to realize her dreams. In “*Dead
Poets Society.” John Keating leaves the school with the knowledge
that he has made a difference. In “Pretty Woman.” both Edward and
Vivian choose to change their lives for each other.

These films didn't just involve transformation . . . they involved
transformations that were affirmative and uplifting. More gan
anything else, I believe that these are the feelings that audiences seek
out when g0 to the movies. These are the feelings that audiences
want to take home with them and treasure.

But'let’snotjust-patomulmonourbacim OVET OUr SUCCesSes.
If we are to make an honest appraisal of where we've come from and
where we're going, we must be willing to be soberly self-critical.

With this in mind, I'd like to also discuss two films where we
may have missed the mark in developing the story. This is not to
point fingers and not to lay blame, After all, I am as responsible for
the resulting films that are produced here as anyone. But, if we are to
do better in the future, we should consider instances where we might
have done better in the past.

The two films I have in mind are “The Rescuers Down Under”
and “Dick Tracy.” '

These two films would seem to be essentially dissimilar. But
tggmacumlly share some fundamental traits. Both films are as close to

cal perfection as we can get. “Dick Tracy” is an unqualified
masterpiece in its imagery and "Rescuers® proved that we can match
m’lmeed the quality of animation produ during this studio's
golden era. )
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' Interestingly, in elemental terms, both films told the same story.
Inasmuch as the main character of "Dick Tracy” Is Dick Tracy and

"Rescuers® {s Bernhard, when you cut through all of the action, the
basic story of both of these movies concerns how these two characters
came to make their marriage proposals,

This may sound absurd, but it is absolutely true. And itis a key
reason why these to brilliantly executed films failed to develop the
“legs® that we had hoped for, The core stories were uninvolving,
There was no central character who had to confront his or her

demons or resolve anything more challenging than when to mouth the
words, "Will you marry me?”

In both movies, everything remained static for the main
characters. At the end, nothing elemental had changed.

To compensate for the lack of ‘an emotionally driving core story.
the two films showered the audience with dazzling and inventive
“business.” But much of this fatled another test of storytelling -- i.e.,
the movies would still have made sense had many of these scenes been
cut, Just like songs in a musical, no matter how beautiful the melody,
if they don't move the plot along, they don't belong.

These are post mortems and as such are inherently unfair. As an
immensely complex collaborative process, a film project can trip up
anywhere along the way. In the final analysis, it can't be definitively
quantified.

But we should never let this fact serve as an excuse to eschew
any attempts at after-the-fact analyses of what worked or didn't work
in a film. Every avenue is worth pursuing if it will improve our abilities
at the single most important aspect of our business: tefling the story.

Getting Writers Who Can Tell the Stories

One reason for our quick and early success upon arriving at
Disney was that we established a stable of writers under long-term
contracts. These were talented individuals whom we could work with
and who felt they had a stake in this studio, Just as our marketing
division’s success is in part attributable to the fact that the people
there are part of the gtve-and-take of the ongoing creative process
here, s0. too, did this group of writers that was integrated into our
operation function particularly well, .

Now the stable is nearly empty, We should fill it again,
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, I know that many will argue that this Just isn’t feasible anymore.
Agents won't let thelr clients sign long-term contracts because the
Spec script market is too lucrattve.

All this means I3 it will be touéha. It doesn't mean it's
impossible.

We need to somehow find the writers and convince them that an
association here is in their interests. And this may not be as difficult
as it secems, If and when the $3 million dollar sciipts turn into box
office duds, the speculative bubble will quickly pop and long-term
contracts at a stagfe studio will regain some of thetr lost luster.

But we shouldn’t wait for this to happen. All the big time
writers have one thing in common. They were ail once unknown and
thrilled just to make a sale. The future big time writers are out there
and would be grateful just to be considered by our studio. To.find
them, we have to search harder, dig deeper . .. and be there first.

Kids Movies Aren’t Just for Kids

: Too often, people think there are two broad categories of films:
adult movies and ’ movies, Consequently, creative executives

think there are two kinds of stortes to develop: adult stories and kids’
storfes,

This is wrong and, especially at this company, dangerous
thinking,

Our Disney franchise s of incomparable value. But it didn't get

that way by making “kids” movies. It got that way by making “family”
movies.

But, this, too, is a misleading term. It summons up images of

movies that can only be enjoyed by Ozzie and Harrtet and David and
Ricky stmngmar;lycw to.;]thu' sharing popcorn. ,

A movie‘doan’tmeanamovtethatmnonlybe:x;ﬂed
the whole together. It means a movie that can be enf by
¢ family indtvidually. *Honey, | Shrunk the Kids" was a success

because it was an adult even when the children didn’t come
along. “The Little d® was a hit with late t date audiences.
And, the movie that will be the biggest film of 1990, "Home Alone.”
didn't achieve that status without parents getting as much a kick out
of its story as did their children.

These films didn’t talk down to the kids. They let everybody in
- on the fun,



When we consider our roots, we should keep. In mind the deep
+ roots of this company which have earned such enormous trust from

the general public. Walt Disney put it best when he said. "I do not
make pictures for children, at feast not Just for children. ! won't play
down to them. IT temper a story, yes. But I won't play down, and I
won't patrontze.” He made movies for the kid that exists In each and
every one of us. .

Marketing & Testing

There is an unfortunate tendency to think that when a film does
great, it's because it's a great film, But when it does poorly, it's
because of poor marketing. While this logic is convenient, it can be
empirically disproven. ;

- Alook at international performance will show that American
fllms almost invariably do parallel business overseas to what they did
domestically. Films that “didn’t do well because of marketing” never
do substantially better overseas when the marketing campaigns are
substantially altered.

Marketing s an important tool. In the case of Dick Tracy it was
critically important. It can also be a scapegoat. but an erroneous one.

Just as marketing can be overemphastzed, so can another tool --
testing. In fact, it can be dangerous, because it can lead us to trust the
test rather than trusting our (nstincts.

How often has a film tested “off the charts” and failed to do well
at the bax office? One of the weaknesses of testing appears to be that
inoffensively pleasant films can test misleadingly high. People enjoy
the films, They write down positive rgdpom We get excited . . . and
then they fail to perform to our tnflated expectations.

Testing has the aura of science about it And there s pothing

Scientific about the movie business, '
Ancillaxies

One of the reasons that big budget action movies are thought to
have revenue floors is because of the ancillary markets. Ten y=ars ago,
theatrical grosses represented 809 of revenues. Today they comprise
only 30%. What's more, intemational box office has growm by £0%,
whereas domestic box office has been relatively flat.

These fatrly compelling statistics could lead one to believe that
- (a) there’s a lot more money to be made out there, which can justify
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bigger and bigger budgets, and (b) movies can be successfully made by
targeting one or morc of the ancillary markets. .

Ergo, the spate of big-budget, star-driven action movies, which
in theory play well in any language.

If this loglc is so overwhelming. then how can one explain a film
like “Dead Poets Society?”™ The only thing more remarkable than its
domestic box office of nearly $100 million was its internatonal box
office, which exceeded domestic by 24%.

We're talking about a film in which the subject matter was
specific to a certain place and time in America, in which the biggest
action scene consisted of some kids running through a forest and (n
which the “talky” screenplay offered overseas moviegoers the chance
to hear some anonymous native-speaking voice-over actor impersonate
Robin Willlams impersonating John Wayne doing Macbeth. This would
seem to be a film that was tailor made to flop In international markets.
So, how could it have defled “conventional wisdom" to such a great
extent?

Because it told a good story.

The an markets are wonderful. They increase the rewards
for a successful But consider their name. “Ancillary” is defined
in Websters as “subordinate, subsidiary, auxiliary, supplementary.”

So, one must ask the question: What are the ancillary markets

subsidiary, auxiliary and supplementary to? Answer: The
domestic theatrical market.

In almost every instance, the performance of 2 film in the
ancillaries echoes its performance in domestic theatrical, It is the
engine that drives the product through the distribution pipeline. And
the fuel that powers the engine is the story. A clean, well-refined,
high-octane story can transport a film over all kinds of terratn, down
the mmd of pristine first-run theaters, past the floors of
sﬂﬂ run theaters, around the globe, onto home video, off
satellite dishes, through cable and over the networks.

But, if the story is low grade, so too will the performance be, no

mhowlargetheenglneorhwnhlnyand -packaged the
c. .

To count on a single element to carry a film in a particular
market —~ such as an action star {n international theatrical -- is like
playing Russian Roulette. Each time the formula works, the cost goes
up. the stakes get higher and you get closer to the (nevitable ime

en your luck runs out . . . and all that's left s an ugly mess.



Our job is not to count on re-cycled formulas. but to ereate and
* develop fresh, new stories. By so doing. we will give our projects the

best chance to take off in their initial domestic theatrical runs and
then to keep on succeeding through whatever subsequent
entertainment technologies await them.

A Hands-on Haven for Talent

One of the ways to combat the high cost of movie making is to
create a haven for talent here at Disney. Since we're not willing to
offer talent top dollar. we can offer something no less tangible -- a
genuine concern for their careers.

This means Disney should be a place where new talent can be
recognized, where old talent can be rejuvenated and where current
reigning stars can-come tobe both protected and try something new.

This does not mean offering talent total creative freedom. It
does mean offering them a framework in which they can be
challenged. nurtured and have a real shot at success,

This means recognizing the needs of individual writers,
directors and actors. and addressing them, Someone Uke Garry
Marshall is a tremendous collaborator and wants a constant interaction
with others to b: out the best in himself, Others, like Peter Weir,
are most su when they can go pursue their ind ent vision
within understood guidelines that have been established with the

To make it all work requires that we pay maniacal attention to
every facet of our operation. This hands-on approach may be a source
of frritation to some. But, {f it is done in an atmosphere of mutual
respect. to most it makes sense,

An example of the positive effects of such a love/hate
relationship can be seen in the following comments by Leslie Dixon.,
who wrote "Outrageous Fortune,” in which she discusses a scene from
the film where Shelley asks her parents for a handout by talking
to the security apartment buflding’s speaker rather than confronting
them In their apartment:

"Disney was too cheap to build a set and bire actors. This
provoked me to come up with a more creative scene of Shelley Long
never being allowed in her parents’ apartment. That's rewriting for
budget. and good things can come out of it creatively,”

The process works {f everyone §s committed to making it work.

If we provide a focused, directed environment, where the objectives
and vision are clear and success is well-dcfined, talent will respond.
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Most talent welcomes a strong. knowledgeable support system
that provides a clear context for the thousands of éontent decisions
they must make, This is why it’s worth the $7.500 extra each week to
double print the daflies. This i3 why it makes sense to put extra
money {n a film's budget for re-shoots. so that a director doesn't feel
that he has to get everything perfect the fixst time. This is why we
shouid recognizc the needs of a first-time director by providing him or
her the best support people possible. such as a top editor or
cinematographer, etc.

Most important, this is why we should provide a place where
talent has the right to fall. By malking long-term arrangements with
talent we believe in, we can control costs while they can gain the
security that's necessary for taking creative risks and going in new
directions. As the blockbuster mentality rages around us, this can be a
place that talent can go to be relieved of the pressure of having to try
to make the next "Batman.”

But the best way to attract good talent remains the best way to
make a good movie - with a good story. Most great talent will
mﬂmagglg be drawn to great material since they kmow only too well
that good scripts are hard to come by.

If we can consistently come up with good material, we will find
ourselves with a that dollars just can’t buy. To paraphrase a
competitor’s film (one was about as non-formulaic and

unexpectedly successful as they get):
If we provide it. they will come.”

Success Requires Access

We can be neither hands-on nor a haven if we allow ourselves to
become stratified. Access has to be maintained and encouraged no
matter how big and successful we become,

- ‘This is why Hollywood Pictures was created. The decision-
mahngpg:amldshouldmamahortandsquat.wlthammunal
dhu:lnee tween the place where the ideas come in and the verdicts
get deltvered.

Oniy in this way can a creative. productive give-and-take be
fostered. If we should ever become bureaucratic, we will then make
the kinds of movies that bureaucracies make -- boring ones.

Every one of us was once one of the little guys trying to get
noticed. Let's keep our doors open. .



The Big Screen va. the Little Screen

In deciding on a project, consideration should be made as to
where it will play best. Nowadays. every film produced will ultimately
end up on a television screen. But it's initial reason for being should
be with the theater in mind. A couple is only going to pay $12-$15 for
a pair of tickets to a movie -- knowing full well that in six months they
can rent it on video for $2.00 -- if they feel they are going to
experience something they can't get at home.

So, what are the differences between seeing something on the
movie screen and the TV screen? The differences are as difficult to
define as they are real, .

The most obvious is that things can look bigger. more powerful,
more complex, more detatled and more involving on a large screen.
The same "Star Wars™ Death Star that appears so awesome in the
. theater looks remarkably like 2 model on television. But, being the
most obvious difference. size is also the least important.

The more significant distinction between the big screen and the
little screen isn't the screen at all. It's the audience. Televiston is an
individual experience, The theater is a communal one. And there’s
something about seeing a film with several hundred strangers that
makes a comedy funnier, a horror film scarier and a tearjerker more
heart wrenching. The entire range of emotions registers with greater
force in the theater. :

Home entertainment technology will not change this, No matter
how big the TV screen gets or how well defined the picture. it still
won't be the same as going out to the movies. To understand this, one
need only imagine seeing a film today in a large state-of-the-art theater
. . . alone. Without the presence of fellow moviegoers, the vastness of
the screen and the theater would only serve to inhibit rather than
enhance the experience.

For this reason, it can be supposed that will often rent
movies they've already seen on the big screen for two reasons:
Consciously, they simply want to see the film again. But,
subconsciously, they want to.evoke the memory of the theatrical
experience itself.

As we develop fdeas for theatrical release, these are all factors
that should be at least subliminally kept in mind in narrowing down
thedl 000 tdeas to the 100 projects to the 10 films that ultimately get
made. '

As much as the recent emphasis ~ mistakenly [ think -- has
. been placed on bardware and home delivery systems. we should not be
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fooled, Mmmmmjlu_m%m

The Rising Sun

Ofcoursc.thcfocushassbiﬁedtohardwareforav 0od
;’{eal?on. ?c people who make the hardware have been buytneryi up
ollywood, .

This has resulted in 3 rising tde of hysterta ang Paranofa that
has bordered on panic, :

Let's calm down.

The Ja have been buying studios in the belief that 1f they
can control the software, there will be great synergistic advantages of

ItallstartedWhenSOnywasﬂrstontheVCRscenewlthlts
Mo, gmmﬁmu?é o been difereat & o>,
orita conclu ve eren y
hadowaedan&mexicanstudlo?ndthetdozebeenabletodkectthe

marlcetbyputﬂngﬁ!mtlﬂaonBetatnpa. '

'lm;,(hmunﬁlsabsm-d. owning Columbia, So now controls
less than 159 of l!ywoodaoﬂav{am ﬂﬂemp:ryeentdoanot
Comprise the critical mass necessary to & market,

dBeta didn’t lose ut)h V!g_ostt)eegu:fe tg didn’t hive the stgﬁ:ware. VHS
won, te not being the out ¢ gate, because ¢ a superb
man aon diml:ructaon and marketing effort gaé ult:lmatelykl1
Succeeded in making and VHS synonymous € marketplace,
And it was also a better product.

. Luckily, we stayed out of the theater business, sticking instead
with the business we understand best, -



And this is where the wisdom of the Columbia and MCA
urchases {s particularly questionable, The Japanese are getting into a
usiness that is to some extent outside of thetr cultural context,

Fllmmalking at its essence is about the conveyance of emotion.
Not coincidentally, Almmakers by thetr nature are an emotiona} group
== from the actors on the.screen to the dealmakers behind the scenes,

It 1s satd to be a crazy business and most of its practitioners admijtted]
are, by normal standards, a bit eccentric. d

The Japanese, on the other hand, culturally err on the side of
withholding emotion. In sayling this, I am not stmply offering an

American perspective; “The Japanese are the first to tell you this about
themselves. -

This sense of discipline and self-control has no doubt been a

major factor in achieving the Japanese economic miracle that has
turned a small island nation into one of the world's pre-eminent
industrial powers. .

Butitisalsowhylﬂzmlybeuevethatthereccnt

es
between Japanese hardware makers and American movie makers may
not be ones made in entertainment heaven. _

: mmwmbeachammtheﬁmdamentalundmmndmgortbe

movlebmlnmthatwmlihely rove exceedingly frustrating for
JapanueandAmgaennsalﬂne.p

But, whether § am tlnthlsexpectaﬁondlneompaﬂbﬁ!tyor
not, one fundamental tm&gsvm continue to hold forth during the era
of Japanese studio ownership: only the product matters.

IfweatDlmcyconunuetopmduceasﬁwsﬁﬂslateofﬁlms.
thcy’nl!neupdownBumVlstasu-eettobuydurpmductstodzsplay
on every one of their new fangled gadgets.

Wedon‘tmedtobemoclatadwithhardwaremnufacmmany
more than we needed to be associated with exhibitors.

We onlu need to be assoctated with good movies,
Rules

In this paper, I've implied a lot of rules. — go for singles and
doubles. hold down costs, keep hands on, watch your appetite, be wary
of the Big Stars, pay ancillaries no mind, etc. Here’s one more rule -

there are always exceptions to the rules,



Fllmmaldng is not a science. This memo is being offered as a

- reflection on and a re-thinking of our business. Clearly, there are
going to be instances of “yes, but . . .." as in, “Yes, I know this project

violates Rule X, but the concept Is so compelling that it's worth ft -

But, to ::b?rcat an extent as possible, we should try to adhere to
a set of reaso ¢, rational rules. Not so much for us; but for them,
f.e. the outside world.

If we exercise the necessary discipline to make some rules
stick, then the people we deal with will have a clear set of
expectations when they ait down to the table with us. By self-
enforcement of a clear code, we will make it possible for agents to

“As long as théy treat everyone else that way, at least I know it's
not personal.” People will come to us understanding our terms and
framework In advance, Or, if they don't agree with our approach to
business, they will avoid us and save cveryone from wasting a lot of

And, if we are consistent in asserting our bottom line, in the
run we are lkely to make less expensive and more profitable
There {s no way to minimize the long-term importance of being
to walk away from any one movie. There are over 200 profects
ctive consideration at any given time at this studio. None of
& certain winner, since there is no such thing. If we can't
will be another to take its place, We must always
sit down to negotiate. We must always be
moment that a deal no er makes sense
project we lose, In the short run, in the long run we
others on terms advantageous to us because the
that we mean it when we say, “That’s 1t.”

there is always going to be some flexibility on many of the
discussed in this memo, thuemtwonﬂuthatmuqtneverbe
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These are two things to never compro . If we decide to
make a “tent pole® movie, then let's make it as intelligently as

with choose to use & major star, let it

an intelligent cholce for that role and for that movie. And, as we
dcveloppmjects.letusalwskeeplnmmdthemdeﬁnable question
ean something very specific. But, Touchstone

and Hollywood films also reflect a certatn entertainment ethic, one
that we can be proud of and one that we should continually respect.
2.
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Weve become big enough and successful enough that no one
movie can be the difference between profitability and unprofitability
for our studio. If we are to achieve greater success, we must be
creative, If we are to be creative. we must risk faflure. Therefore, to
succeed we must occasionally fafl. And sometimes, not so occasionally, .

“Pretty Woman® came on the heels of five consecutive faflures.
In the scheme of running this movie studio, those Ave failures were
necessary for that one extraordinary success. And they were worth it.

If we remain tntelligent about our projects and exercise good
taste, then the faflures will remain manageable, And we will continue
to be successful,

Passion

And, as long as we're making rules, here's Just one more;
Everyone here should feel a passion for making movies.

Like other businesses, we manufacture a product that is sold to
the public. Unltke other businesses, the product we manufacture can
not be held, worn, drtven or played with. But, even though it is totally
epbemeral, the best of our output has come to be something that
consumerswlntxusureforymandyun. ‘

&mgemtfeﬁnﬂmﬂtdﬁeﬂorbmmg:?a}::lsepf
passion on the our consumers, fmperative we an
equalmeasm&‘;smmlgpmdum

Any successful movie should suremoﬂonslnltsvtewers.maldng
them laugh, cry, shnekorumplybemowdbywhauheyaresedngon
ltih;!acncen. This is pretty pow:rﬁnsmﬂ‘toachxevebyprojecung some

t on a wall.

.Thefaahthatthaelsnonamralmomenmmforamovte. Itis

not an ord production process from design to assembly line to
wholesale g‘{etaﬂ. '

Movtuonlymultwhmtheretsaeonecuvepawonthatmom
it forward past one hurdle after another. One nportant ingredient in
thuconecuvepasstonisundenmblytbewmt. But i¥'s oiten a
sporadic ingredient, as actors. directors and writers are seldom
involved in a p ect from beginning to end. What's more, their

is some restrained by their natural fear of faflure.
ercfore, passion needs to consistently come from us at the studio.
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. Passion 1s the only word that can explain why one would choose
to burrow through 10-15 Scripts every weekend on the chance of

uncovering something great. Passion is the only word that can explain
why one would spend a 60-hour week at a studio and then, for fun, on
the weekend go see three movies, Passion, however misdirected. is
the only word that can explain why a lot of otherwise rationale
individuals would get caught up in the blockbuster mania that has
engulfed our industry to such lemming-like effect.

This is a special business to be tn. And people on the outside
sense it. That's why they not only love to go to the movies, it {s why
they have become fixated on the inner-workings of the tndustry, They
want to kmow how we make the magic. As much as “Entertainment
Tonight® and its flk can be frritants as they accelerate the blockbuster
mentality, the mere fact these programs exist is a recognition of the
specialness of what we do.

So, let's go back to the drawing board and get back to basics.
And, as we do, let's not be afratd to admit to others and to ourselves,
up front and with passion . . . that we love what we do.




