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During this period the state's interest in the film industry took
several different forms. The area of films policy explored in this
thesis is the economic protection of the commercial film industry
against the high percentage of American films screened in Britain and
the Empire. I begin in 1925 because it was not until then that active
-steps were taken by the government, in response to agitation from
producers and those who saw film as a bond of Empire and advertisement
for British goods and 'way of life', leading to the Cinematograph Films
Act, 1927. This proposed, for political, cultural, moral and economic
reasons, that renters and exhibitors should acquire and show a
percentage of British films. There was no subsidy for producers or a
heavy duty levied on American film imports.

The origins, impact and character of official film policy are
explored in the thesis with particular attention to financial and
political aspects. An attempt is made to explain why policy was limited
to film quotas together with an assessment of their impact on the
industry's economic development. Details are also given on how the film
industry's affairs became caught up in wider debates on tariff policy in
the 1920s and in Anglo-American relations ten years later.

The first three chapters deal with the evolution, promulgation and
initial impact of the Cinematograph Films Act, 1927. Chapter 4 examines
the deliberations of the Moyne Committee, established in 1936 to review
the film industry's progress. The last three chapters analyse the three
major influences on policy during the making of the 1938 Films Act: the
campaigns of British film trade interests; the state of Anglo-American
relations and film finance. In the final assessment the major influences
that shaped policy are outlined together with conclusions on the
industry's position and problems on the eve of the Second World War.






did, however, boost native production, attract capital to the major
companies and ease their transition to the coming of sound in the late
1920s. By 1933 two 'giants' had emerged - Gaumont-British and Associated
British - both vertically integrated companies amalgamating producing,
renting and exhibiting interests in a single concern along the lines of
the Hollywood 'majors'.

When the 1927 Films Act, due to expire in 1938, was reviewed by a
Departmental Committee chaired by Lord Moyne in 1936, it was clear that
the industry was plagued with problems. Although the number of British
films screened had increased, the legislation did little to enhance
their quality and serious loopholes prevented many of the Act's clauses
from being effective. American renters were accused of sponsoring or
producing 'quota quickies', cheap films with little cinematic quality
made solely for purpoées of quota registration. Returns from the home
market were poor because the majority of films shown were still
American, exhibitors consequently made profits while British producers,
often precariously financed by short-term capital, barely broke even,
and many made losses. Potentially 1lucrative overseas markets proved
almost impossible to penetrate.

The Moyne Committee's main recommendation was for the
establishment of a Films Commission, independent from the film trade,
with powers of initiative and control. One argument in favour of such a
body was that it would force the film trade to abolish harmful
commercial practices that stood in the way of making production an
economic proposition. The divergent interests of the trade (exhibitors
depended on American films whereas British producers desperately wanted
to break Hollywood's stranglehold), had prevented reorganisation in the
past and therefore the Committee concluded that an independent body was

the best solution. But -the trade's hostile reaction and the Board of



Trade's unwillingness to impose a Films Commission prevented it from
being established.

The Moyne Committee also warned against the dangers of American
control and stressed the need for a Films Bank to help the industry
recover from a severe financial crash in 1937, a possibility that was
investigated by the Bank of England. But the industry had to wait until
1949 for such an institution when a Labour government established the
National Film Finance Corporation.

The 1938 Films Act extended protection for another ten years and
modified many of the provisions of its predecessor. But some of the
Moyne Committee's major recommendations were not enacted. Instead the
new Films Act encouraged American companies to come to Britain to
produce 'British' films, in an attempt to solve the industry's chaotic
financial probléms, ease quota burdens for American renters and avoid
establishing a Films Bank. As the 1927 Films Act played a part in the
free trade versus protection controversy, its successor was caught up in
wider Anglo-American political relations because the debates on the Act
coincided with negotiations for an Anglo-American trade agreement. Since
Britain was the American film industry's most lucrative overseas market,
US film interests were determined to oppose any measures that might
threaten their profitability. Both sides, however, were anxious that a
dispute over film should not prejudice more important issues. The fact
that the US market was heavily protected by tariffs did not prevent
American interests, especially agricultural, from resenting the
introduction of British imperial preferences in 1932. A trade agreements
programme was duly launched by the US Secretary of State, Cordell Hull,
as part of his campaign to reduce international tension via ‘'econamic
appeasement', and an agreement with Britain was seen as the keystone of

this policy. On the British side, the situation was delicate because

some politicians (e.g. Anthony Eden) wanted American support against the



dictators while others (e.g. Neville Chamberlain) were reluctant to
abandon trade defences for uncertain political support. The American
film interests encouraged Hull to use the film dispute as a lever in the
trade negotiations. by exploiting the international context in this way,
the Americans were able to win some concessions in the 1938 Films Act,
and a relaxation of imperial preferences in the Anglo-American Trade
Agreement of 1938.

Within the above chronological framework several key issues are
highlighted. The Board of Trade's attitude towards the film industry was
primarily commercial, despite rhetoric emphasising the cultural
importance of film. Second, the film trade played a dominant role in the
formulation of policy. Thus the Board of Trade was not in a position to
impose reforms necessary to help production pay its way. Third, film
emergesras an important bargaining-counter in wider debates on Anglo-
American relations in the 1late 1930s. Finally, policy influenced the
industry's structural development and the Quota Act did 1little to
prevent a polarisation between the combines and independent exhibitors
and producers in the 1930s.

Six major influences shaped policy: debates on tariff policy in
the 1920s, the government's understandable reluctance to follow Russia,
Germany and Italy's examples of state control; the film trade's
opposition to excessive state interference and the conflict between
exhibitors' vésted interest in showing a high percentage of American
films and film-makers' desire to boost native production; the Board of
Trade's reluctance to become embroiled in the industry's internal
affairs or film financing; the need to maintain good relations with
America on the eve of the Second World War and finally the Americans'
willingness to participate in financing production in Britain.

The - state's interest in regulating the British film industry's

economic affairs has received far less attention from film historians



than censorship or official sponsorship of documentaries. In America
more headway has been made in the direction of studying film as an
industry as well as an art form or propaganda machine. Film companies in
the States have started to open up their business and studio records to
researchers who want to discover how films have been influenced and
constrained by economics, technology, finance, distribution and
exhibition practices.

Rachael Low's work on the politics of the British film trade and
the industry's structure ends in 1929 and primary research material has
remained untouched. But this study of the British government's attempt
to resuscitate the film industry is based on previously unexplored
documentation at the Public Record Office, the Bank of England, the
Prudential Assurance Company, the National Archives in Washington D.C.
and the Film and Theatre Research Centre at the University of Wisconsin,
Madison. It examines the origins, character, development, influence and

limitations of the Board of Trade's film policy.
Thesis Outline:

1. Before the Quota: This chapter deals with the
expansion of the American film industry, showing why it was able
to dominate the world's film markets while British production was

moribund.

2. Lobbyi or R 25-26: An examination of the
origins of the first Films Act against the background of wider
debates on tariff policy. The chapter explains the failure of the
film trade to agree on a scheme of reform and its abortive attempt
to reach a vreciprocal agreement with the Americans. Many
subsequent criticisms of the Act were voiced before it reached the

statute book, and several interesting protectionist schemes were



submitted before the government decided to enact quotas instead of
financial incentives for producers. The question of film, Empire

and the 'Hollywood invasion' is also examined.

The Films Act, 1927 and its aftermath: This deals with the

Films Bill's Parliamentary career before focussing on the Act's
impact and role in attracting finance to the industry in the boom
of 1927-29. It is argued that the legislation played a significant
part in accelerating the growth of vertically integrated combines
in the industry - a process already underway in the 1920s with the
expansion of cinema circuits - and that the Films Act was
important in the industry's transition to the coming of sound in

the late 1920s.

Reviewi the Fi Act: Chapter U4 deals with the
Moyne Committee. It relates the Committee's recommendations for
new film legislation and explains how and why its proposals were
made. This provides an opportunity to examine the industry's most

urgent problems in the mid-1930s.

Searc Policy: An examination of the demands
put forward by the British trade interests - producers, exhibitors
and the trade unions. During the months leading up to the passing
of the 1938 Films Act the film trade, divided over fundamental
issues as in 1925-27, could not agree on a scheme of reform.
Independent exhibitors were concerned about the increasing power
of the circuits, high rentals and the maintenance of —film
supplies; producers wanted their films to yield bigger returns so
that subsequent productions could be financed, and British renters
did not want to be crushed out of existence by American

distributors in Britain. The trade unions resisted any threat to



employment and pressed the Government for the inclusion of a 'fair
wages' clause in the new Films Act. Often the trade's various
objectives were in conflict, but during the complicated stages of
lobbying alliances between the groups were forged, even if only on
a temporary basis. In this context, the Board of Trade had to
formulate policy and at the same time pay attention to the demands
of the American renters who, as Chapter 6 shows, had powerful
commercial and diplomatic support and a precarious international

situation in their favour.

6. erican di c e Fi Act: The American film
industry's campaign to prevent restrictions on American film
exports. The focus is on how the issue of Anglo-American relations
became intertwined with  Anglo-American political-economic
relations because the debates on the Films Act coincided with

negotiations for an Anglo-American trade agreement.

7. Fi inance i e Os: This outlines the problems of
obtaining stable finance and examines the origins, nature and
limitations of support for British film production in the 1930s.
Other topics relevant to the question of constraints on production
finance are considered: box-office returns, the debate on markets,
the City's attitude and the costs of film-making. The Bank of
England's enquiry into the film industry's financial affairs in
1937 is outlined together with the Westminster Bank Case of 1939

as a study of the role of the insurance companies in film finance.

Conclusion: The film industry on the eve of war. Assessment
of the origins, aims, impact and limitations of state intervention

in the film industry during this period.
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INTRODUCTION

Many European countries attempted to come to terms with Hollywood
in the inter-war years by protecting their native film industries. Fears
of 'Americanisation' and official recognition of the propaganda value of
feature films produced screen quotas, dubbing taxes and import
restrictions. In addition the totalitarian régimes used the cinema as a
propaganda weapon. The Soviet governmert monopolised film distribution in
1919, the Italians followed suit in 1938 and by 1942 the German film
industry was fully nationalised. Although Britain, as a 1liberal
democracy, had no such designs and never attempted to ban American
films, they could not ignore the results of 'the Hollywood invasion'.

The state's intervention in ﬁhe film industry was not as extensive
as many critics would have liked and British producers had to wait until
the late 19405.f0r state financial assistance. A recurring demand was
for some form of public control along the lines of the British
Broadcasting Corporation. But film and broadcasting policy followed
distinctly different paths. Marconi, the company that made experimental
broadcasts in the early 1920s, did not object when the Post Office
exercised its control over wireless by proposing the British
Broadcasting Company monopoly in 1922 instead of an unregulated system
as in America. Under John Reith's guidance and insistence on
broadcasting as a 'public service' responsible for educating as well as
entertaining its listeners, the company became a public corporation
after its licence expired at the end of 1926. The film industry, by
contrast, remained commercial and independent. The trade would not have
tolerated interference and in any case the Board of Trade opposed
schemes to introduce a measure of public control in the 1930s.

Until 1927 the British government's involvement with the industry

was limited to safety, taxation and some influence over censorship.



America's conquest of the cinema screens was seen by many politicians
and organisations as the cultural reflection of its increasingly
dominant role in the world economy and a constant reminder of Britain's
relative decline. The impact of Hollywood's movies aroused anxiety
because 40% of the population visited a picture-palace at least once a
week and the majority of cinema-goers were 'the most impressionable
sections of the community', young and working class.

The following chapters describe why, how and with what
consequences the British government intervened in the film industry's
economic affairs, with special attention to how debates on film policy
played a part in the free trade versus protection controversy in the
mid-to late 1920s and in wider Anglo-American relations ten years later.
I have chosen to examine financial and political aspects of film policy
rather than its impact on film content and style.

Although film, as Tino Balio has pointed out, has been influenced
more than any other art form by 'the predilections of the business
world', the British film industry's economic history has been under-
‘researched and existing work on the subject_ makes no use of primary
sources. Film companies have either lost their business records or are
unwilling to open them up to researchers, but I have consulted documents
at the Public Record Office, the Bank of England, the Prudential
Assurance Company, the Film and Theatre Research Centre in Wisconsin and
at the National Archives in Washington D.C. to help fill the gap.

The story begins with an explanation of why and how the American
film industry was able to dominate the world's film markets whereas
British production was moribund. Chapter 2 examines the origins of the
1927 Films Act against the background of wider debates on tariff policy.
The following chapter deals with the Films Bill's parliamentary career

before focussing on the Act's impact and role in attracting finance to

the industry. It is argued that the legislation played a significant



part in accelerating the growth of vertically-integrated companies and
eased the industry's transition to the 'talkies'. Chapter 4 explains how
and why the Moyne Committee's recommendations for new film legislation
were made in 1936 and what they revealed about the industry's most
urgent problems. The 1last three chapters analyse the three major
determinants of policy in 1937-38: demands put forward by British trade
interests, the American film industry's campaign to prevent restrictions
on their film exports against the background of wider Anglo-American
relations and finally the origins, nature and limitations of obtaining
stable financial support for British film production in the 1930s.

The main conclusions are that although official policy helped the
industry adjust to the coming of sound and win back screentime from the
Americans, it was powerless to cure its chronic financial problems. Six
major influences éhaped policy: debates on tariff policy in the i920$;
the government's understandable reluctance to follow Russia, Germany and
Italy's examples of state control; the film trade's opposition to
excessive state interference and the conflict between exhibitors' vested
interest in showing a high percentage of American films and film-makers'
desire to boost native production; the Board of Trade's relunctance to
become embroiled in the industry's internal affairs or film financing;
the need to maintain good relations with America on the eve of the
Second World War and finally the Americans' willingness to participate
in financing productions in Britain.

These factors limited the government's role. The Moyne Committee's
proposal for an independent Films Commission with powers of 'initiative
and control' to act as a watchdog over the industry might well have
encouraged the trade to regulate harmful trade practices and prevented
the combines from squeezing-out independent producers and exhibitors. A

carefully managed Films Bank might have given producers the financial

security they lacked. But with or without state assistance the



industry's major problem has never been solved - the limited size of the
British market. When producers commanded at the most 25% of this
restricted home market and earned negligible sums abroad, it is hardly
surprising that we could never support a major film industry. The
following chapters show how whereas in America film business was big
business, unfortunately, more often than not, in Britain it was bad

business.



Chapter 1

BEFORE THE QUOTA

1. Il B -!. l E.J : d s! 1 E . !.l.

From the very beginning of the twentieth century British film
producers have had to struggle for survival against European and
American competition. In 1910 only 15% of the films shown in Britain
were British, whereas 36% came from France, most of them from Pathé-
Fréres, 28% were American, 17% Italian and 4% were imported from

1 By the outbreak of the First

countries including Denmark and Germany.
World War there had been some recovery as films became longer, cinema-
building accelerated and distribution was being revolutionised. In 1910
few British films lasted longer than ten minutes, but a year later Will

e The

Barker produced Henry VIII that ran for over half an hour.
development of the feature film was influenced by the gradual
replacement of ‘'open market' distribution whereby pictures were sold
outright to exhibitors at a fixed price per foot, by the 'exclusive'
system. The latter created a competitive price-scale: an exhibitor who
had hired a popular film could prevent rivals from showing the same
picture until it had completed its 'first run'. Production companies
like Hepworth, British and Colonial Kinematograph, Gaumont and the
London Film Company started to produce more ambitious films. But
unfortunately the pre-war revival was short-lived and did little to
prevent conquest by Hollywood.

In 1914 native films accounted for 25% of screenings in British

cinemas. After the First World War the situation deteriorated. In 1923

1. Political and Economic Planning, The British Film Industry (PEP,
1952), p. 28.

2. Ibid., p. 27.



British films occupied only 10% of the home market, and by 1926 the
figure had slumped to 5%. By contrast, throughout the period between
the end of the war and the Cinematograph Films Act 1927, the vast
majority of pictures exhibited were made in Hollywood. 56 British
features were 'trade shown' to exhibitors before hiring in 1924, 45 in
1925 and a year later only 37.2 The 'British film weeks' arranged by the
British National Film League in 1924 were a dismal failure. Production
reached its lowest ebb in November 1924 and many feared that there was
no hope of recovery without some form of government intervention.
Producers lobbied for state support when their efforts to thwart
Hollywood's export drive failed miserably. What were the origins of
America's domination of the British film market? Why was the British
film industry unable to counter the challenge posed by 'the Hollywood
invasion'?

The reasons were mainly economic. British film-makers could barely
recoup production costs, let alone make profits, since their share of
the home market was small and returns from foreign sales were
negligible. The combination of excellent production facilities and a
vast home market gave American producers a head-start. By 1925 there
were 20,000 cinemas in the United States with an average weekly
attendance of 80 million. Britain's 4,000 cinemas were visited by 20
million picture-goers a week. California's climate and varied natural
scenery were definite advantages while British producers had to contend
with interruptions because of bad weather and generally poor conditions.
Assured returns from the home market gave American producers confideqce
and crucial financial backing to operate on a large and lavish scale,
develop export strategies, establish the studio system that

distinguished American cinema from the rest of the world, and to make

1. Report of the Committee on Cinematograph Films (HMSO, 1936) Cmd.
5320, p' 50

2. Rachael Low, The History of the British Film, 1918-29 (Allen &
Unwin, 1971), p. 156.




pictures on a more or less continuous basis.1 Hollywood's producers
earned about £100,000-120,000 per feature in the United States, but
their British counterparts could expect to earn only £7,000-10,000 from

2

the United Kingdom.“ Table 1 shows the decline of British production in

the 19205.3 At the same time Hollywood's average annual output was 700

features.
Table 1
British Feature Films Trade Shown

1919 103 1924 56
1920 145 1925 45
1921 136 1926 37
1922 95 1927 45
1923 75 1928 72

These considerable advantages, together with the American
industry's consolidated structure and commercial practices, reduced the
high risk normally associated with film finance. The Bioscope remarked
as early as 1908 that in the United States

the numerous capitalists and syndicates have been quietly

watching the business for a good long time, and now, having

gleaned satisfactory proof of the profits, they are putting

heara and soul into it as only the American speculator knows
how.

Reputable financiers like Kuhn Loeb, Dillon Read, J.P. Morgan, A.H.
Giannini and Goldman, Sachs and Co. supported American film companies
whereas British bankers refused to contemplate investment in the movies.
Quick to recognise the profits to be made, the American business
community was far more responsive to the commercial development of the

motion picture.

1. Tino Balio (ed.), The American Film Industry (University of
Wisconsin, 1976), p. 116. '

Cinematograph Exhibitors' Diary, 1928.
R. Low, op. cit., p. 156.
. The Bioscope, 20 Nov., 1908.

N



In Britain it was not until the 1920s that businessmen like Lord
Beaverbrook and Sir Edward Hulton showed an interest in backing the film
industry. Even then, support was never sustained enough to give
producers confidence to make films that would challenge Hollywood's
output in scale and technique. Exhibitors were reluctant to use the
profits they had made from showing American movies to finance native
production. Lord Beaverbrook, a 1large shareholder in the Provincial
Cinematograph Theatres circuit, recognised that exhibition was more
lucrative than production.

There was an aggressiveness about Hollywood that the British
lacked. Rachael Low has linked the reluctance of financiers to sponsor
producers with the general conservatism of the British entrepreneur at
the time:1

The bustling enterprise which had once led the world was

also the first to become set in its ways. There was a strong

class structure, to which those who succeeded in industry
and trade tended to become traditionalists themselves, and
adopt the ways of the upper classes. Because of the extra
economic difficulties, far more capital and salesmanship
would have been needed in this country. Film adventurers in

America might make their fast buck, put it back into films

and proudly graduate to being film tycoons. But in England

big business did not consider the film industry as a
suitable field of activity until the twenties.?

Lack of Capital was the major reason British production lurched from one
crisis to the next while the American film industry expanded and
conquered the world's markets.

The First World War is usually identified as the decisive period
when the American film industry's supremacy was established.3 The French

industry, Hollywood's strongest European competitor, was devasted by its

1. Sidney Pollard, The Development of the British Economy, 1914-80,
3rd edition (Edward Arnold, 1983), p. 7.

2. R. Low, op. cit,., p. 302.

3. Commission on Educational and Cultural Films, The Film in Natiopal
Life (Allen & Umwin, 1932), p. 46, para T72: 'Before the war
Continental and British production led the field'.



impact.1 Germany was more resilient because it was largely cut off from
America by the British blockade. In their anxiety to win state support
many observers in the mid-1920s played-down the deficiencies of British
production before 1914, but it is clear that it suffered from poor
scripts, rising costs, a chronic shortage of capital, a parochial
outlook and general 1lack of commercial flair. As Rachael Low has

commented:

British inferiority, both commercial and artistic, was
openly recognised some years before the war, and the myth
that the British led the world until 1914 and lost their
lead through no fault of their own must be recognised as a
convenient excuse.?

The First World War exacerbated trends already underway by 1914 and
despite a slight revival in production from 1911 to 1913, the industry's
long-term problems remained unsolved.

Before 1914 London was the world's clearing house for films, but
the conflict dislocated the international film trade and Britain never
regained its position as the centre of the world's film distribution
network. One reason was the imposition of import duties by the British
government on cinematograph films as part of the 1915 McKenna duties on
'luxury' items. Since the duties fell more heavily on positive than on
negative films the latter were retained in New York and exported direct
to each market instead of being shipped to London for the printing of
positives. In 1917 The Bioscope was indignant when an American trade
paper had boasted about London's demise:

For many years London has enjoyed the distinction of being

the acknowledged film centre of the world, but to-day its

position is assailed by America, we find the principal organ

of the cinematograph industry in that - country avowedly

confessing that now is the time for Americans to corner the
world's film markets.3

1. Richard Abel, French Cinema: The First Wave, 1915-29 (Princeton
University Press, 1984), pp. 7-14. -

2. Rachael Low, The History of the British Film, 1906-14 (Allen &
Unwin, 1949), p. 133.

3.  Ihe Bioscope, 12 July 1917.
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That is exactly what happened. The vacuum created by the war gave
American movies the chance to flood European markets, a task that was
accomplished so successfully by the mid-1920s that it was difficult to
challenge Hollywood's international hegemony.

One of the most significant developments in this period was
America's usurpation of film markets previously supplied by European
product. Before 1914 most of South America's film imports came from
Europe, mainly France, and Hollywood's pictures accounted for only a
small percentage.1 American exports to South America increased
dramatically from 1.5 million feet in 1913 to a staggering 48 million
feet by 1924. Whereas exports to the Far East (including Australia and
New Zealand) had been 4 million feet in 1913, by 1923 they had risen to
40 million feet. Europe imported 18 million feet from Hollywood in 1913,
but by 1925 the figure reached 86 million feet. Britain was the most
lucrative outlet. In 1927 it remitted £3 million abroad, mostly for
American films shown in British cinemas. Britain imported 36 million
feet of American film in 1925 but managed to export only 1 million feet
to the States. Exports were a vital part of the business and Sidney
Kent, the managing director of the Paramount Famous-Lasky Corportion,
informed a symposium on film at the Harvard Business School in 1927 that
;out of every dollar received, about 75c still comes out of America and
25¢ out of all the foreign countries combined ... of course, the profit
in these pictures is that last 25%'.2 Tables 2-4 show Hollywood's

international supremacy and the importance of the British film market.

1.  Gaizka, S. de Usabel, The High Noon of American Films in Latip
America (UMI Research Press, 1982).

2. S.R. Kent, 'Distributing the Product' in J.P. Kennedy (ed.), The
Story of the Films (A.E. Shaw & Co., Chicago, 1927), p. 226.



Table 2

V. Strauss, 'Foreign Distribution of American Motion

Pictures' Harvard Business Review, April 1930, p. 309. For
information on France see Film Daily Year Book, 1927, p. 937
and Richard Abel, gop. cit,, p. 50. On Germany, see Film

Daily Year Book, 1927, p. 940

Table 3

Total Film Imports to Britain (negative and positive)
thousand linear feet

Source: Parliamentary Debates (Commons), Hansard, 5th Series, Vol.
204, 5 April 1927, Cols. 1947-48,
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Table &

US Film Exports (Negative and Positive)
million feet

Source: Film Daily Year Book, 1927, the figure for exports to the UK
in 1923 is from H.C. Deb. ibid. This is porbably more
accurate than the figure 14 million cited in the Film Daily
Year Book. Film industry statistics are often icnonsistent
and before the Board of Trade began to register films in
1927 there was no uniform set of figures relating to British
production. Figures often vary, for example, concerning

. films 'trade shown' and films released and produced.

The defence of overseas markets was the responsibility of the
Foreign Department of the Motion Picture Producers and Distributors of
America (MPPDA), or as it was commonly known, the Hays Office. The
latter was established in 1922 after a wave of Hollywood scandals
prompted the formation of a trade organisation to censor films. The
chairman was Will H. Hays who had been involved in the Republican
Convention in 1920 and went on to become Postmaster General during the
Harding Administration. The Foreign Department, headed by Major
Frederick L. Herron, a former US Military Attaché, assisted companies in
securing fair treatment in distributing American films abroad. The
organisation had contacts in the U.S., State Department and in the
Department of Commerce. Its work was instrumental in maintaining
Hollywood's dominance abroad, as Will Hays later declared:

Among most of America's industrial enterprises the 'foreign'

or export side is a comparatively minor factor in relation

to gross income... but not so with motion pictures. Aside

from the fact that from 35 to 40% of the industry's income
is normally derived from “foreign sources, the ~global
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ramifications of the screen make foreign relations a vital
and integral part of the business.'

The Americans were quick to exploit film for export purposes. Almost the
entire cost is incurred in the making of the first copy and marketing
costs are, by comparison, very cheap. Pictures sold abroad could be
'dollar earners' and facilitate the financing of subsequent films. In
1923 Will Hays visited Britain and announced that the American film
industry's aim was ‘'to Americanise the world'. Why were British
producers in no position to counter the challenge? A New York Times
article in 1925 entitled 'John Bull faces the American peril' stressed
the problems facing British producers:

The British Isles are not large enough... to guarantee an

expensive film's paying. With an entire continent at their

disposal, American producers can afford to spend a million

or more on a film, assured that their money will come back,

with profit, in the home market. In England it is an

exceptional film indeed that will bring more than a few

hundred thousand dollars... To secure returns sufficient to

justify a reasonable expense in production, British
producers must compete in the foreign fields.?

But this proved to be more or less impossible. The American market was
virtually a closed one because of the structure of its major companies.
As one study explained in 1926:

This market can now be reached only through one or more of a

group of not more than ten national American distributors...

each of which is busily engaged in marketing its own brand

of pictures through the theatres owned, controlled or
operated by one or more of this group.3

By the late 1920s the 'majors' - MGM, Paramount, Warner Brothers, the
Fox Film Corporation and RKO-Radio ('the big five') and Universal,
Columbia and United Artists ('the little three') - were all, with the
“exception of United<Artists, vertically integrated companies amalgama-

ting production, distribution and exhibition into a single business

1. Will H. Hays, The Memoirs of Will H. Hays-(Garden City, New York,

1955), pp. 505-506. '

2. The New York Times, 16 August, 1925,
3. W.M. Seabury, The Public and the Motion Picture Industry
(Macmillan, New York, 1926), p. 195.
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unit. The advantages of this form of economic concentration were that it
reduced the risk of film finance because the production end of a combine
was assured an outlet for all its pictures. Once producers realised that
they needed to establish their own distribution networks the formation
of a vertically integrated company seemed the best way to operate.1
After the collapse of the Motion Picture Patents Company in 1918, 'fewer
and fewer companies had come to assume more and more power with their
studios, national systems of distribution and large chains of
theatres... By the twenties, the movies ranked as a ma jor industry'.2
How 'major' was often exaggerated by the Hays Office and the trade press
often ranked it as high as the fourth largest industry in terms of
capital invested. More impartial estimates place it much lower.3 Even
SO0, movies made money. The American industry's structure tempted
financial support and the total capital— invested in 1926 was £308
million ($1.5 billion).u By comparison, £35 million was invested in the
British film industry in 1925.°

British producers did try to penetrate the American market in the
1920s but their efforts came to nought. During the debates before the
Films Act was passed there were important discussions about reciprocity,
the attempt to secure release through one of the American 'majors' for
British pictures.6 The Americans argued that British films did not do
well Dbecause they were inferior rather than because of booking
advantages enjoyed by American pictures. Indeed, the low quality of most

British films made success in America an unrealistic hope.

1. H.T. Lewis, 'Distributing Motion Pictures', in Harvard Business
Review, April 1929, pp. 270-273.

T. Balio, op. cit,, p. 114,

Richard Abel, op. cit.,, p. 532.

T. Balio, _Qp__L_g;_i;_L p. 116. £1 = $4.86 in 1925.

Simon Rowson's statistics in Kinematograph Weekly, 2 July 1925: p-.

41,
. R. Low, The Histo f the British Film 8-29, pp. 77-80 and
see part 4 of chapter 2,

(o)) MEwWwnN
L



15

To msrket their films in Britain many American companies
established renting subsidiaries. Control over UK distribution proved to
be the keystone of America's dominant position. By 1919 Vitagraph, Fox
and Famous Players-Lasky had distribution offices in Britain. Tables 5
and 6 show how by 1926 the leading renters in Britain were American, but
the number of British films they handled was negligible. In 1920 Famous
Players-Lasky offered 89 films for hire, but only 3 were British. The
native firms, Stoll and Butchers, offered between them 45 films, and of
these 31 were British. In 1926 Famous Players-Lasky offered 64 films,
but none were British. Stoll and Butchers acquired 49 but because

production was so weak only 7 of these were British.

Table 5
Films Offered for Hire by Leading Distributors in Britain, 1920

Names in brackets denote subsequent titles.

The total number of films offered for hire in 1920 was 878, 144
‘were British. The 14 companies in the table distributed 66% of the
total number of features, and 50% of the British films. The number
of films offered for hire is no indication of the amount of
screentime devoted to any film.

Source: Political and Economic Planning, op. cit., p. 40.

:*
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Table 6
Films Offered for Hire by Leading Distributors in Britain, 1926

Source: Political and Economic Planning, op. cit., p. 41.

Vertical integration, the foundation of American domination, did
not develop in Britain until the 1late 1920s, under the impetus of
circuit expansion, state protection and the coming of sound. A report by
Political and Economic Planning explained why:

Any large-scale vertical integration in the British industry

could only have come prior to 1927 by an alliance between

British and American interests. There was no British

producing company with a sufficiently 1large and stable

output to constitute the production end of an integrated
group.1
American producers could rely on British exhibitors to show their films
which were generally cheaper to rent. While producers suffered from
Hollywood's competition exhibitors made profits. Ironically, the main
 sector that expanded in the British film industry did so because it
thrived on a plentiful supply of American pictures. In 1917 there were

90 circuits in Britain with 429 cinemas, 157 with 787 cinemas in 1920

and by 1926 there were 139 with 856 halls. The largest circuit was

1. Political and Economic Planning, op. cit,, p. 49.
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Provincial Cinematograph Theatres, formed by the financier Sir William
Bass in 1909, which had 33 halls in 1920 and 75 by 1925.1 In the mid-
1920s of the £35 million invested in the British film industry £30
million was invested in exhibition, £3-4 million in renting and under
£500,000 in production. In America profits from exhibition were ploughed
back into production, but in Britain this was not the case. After the
deduction of Entertainments Tax exhibitors received £23 million from the
UK box-office. Renters were left with £5 million but only £2 million was
available for producers.2 When exhibition interests 1linked with
production units in the 1930s there was always conflict between the
patriotic urge to boost British production and the temptation to profit
from American pictures.

American producers consolidated their hold over the British market
by operating booking practices that discriminated against native films.
The report by Political and Economic Planning explained how 'blind and
block booking' effectively barred native pictures from our screens:

Block booking meant that an exhibitor could only hire a film

from an American company if he agreed to take a whole

series. The blocks reserved screen-time for months ahead and

the system was often known as advance booking. Blind booking

made the exhibitor enter into a similar commitment, except

that in this instance he had to agree to take films which he

had never seen and some of which had not even been made at

the time of the contract. Because of the shortage of other

suitable products the exhibitor was in no position to resist

the American demands, and once established these practices

automatically kept themselves alive. British films had small

chance of finding their way on to British screens, which
were booked up for months ahead with American products.3

But in France the popularity of native serials (long films divided into
several episodes and released in consecutive weeks over a period of
months) prevented complete domination of the distribution sector.
According to Henri Fescourt, director of serials for the French company

Cineromans,

1. R. Low, op. cit., pp. #41-42,
2. Kinematograph Weekly, 2 July 1925, p. 41,
3. Political and Economic Planning, op. cit., p. 33.
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the serial episodes offered exhibitors the guarantees of a
long series of huge returns from a faithful mass public
hooked on the formula. Thus assured of a program base for
three-quarters of the year, the cinema owners could resist
the foreign film salesmen...

Unfortunately there was no such protection in Britain.

Against these odds producers found it difficult to make any

headway. At the beginning of the 1920s older, small-scale companies -

Hepworth, Gaumont, Welsh-Pearson, Ideal and Stoll - made an unsuccessful

attempt to revive the industry. Although Welsh-Pearson struck lucky for

a time with their star discovery Betty Balfour, Stoll and Ideal's output

fell and in 1923 Cecil Hepworth went bankrupt after overspending on

Comin' Thro' the Rye. These firms soon gave way to newer companies and

by the middle of the decade the leading producers were H. Bruce Woolfe,

Herbert Wilcox and Michael Balcon who made the successful Woman to Woman

with Victor Saville in 1923 starring the American actress Betty Compson.

Before going on to co-produce with Erich Pommer, head of the German

conglomerate Ufa, Balcon formed Gainsborough Pictures in 1924 with

Graham Cutts who had directed Woman to Woman. This period also saw the

emergence of two major directors - Alfred Hitchcock (The Lodger) and

Anthony Asquith (Shooting Stars). Unfortunately the new generation

'realised the need for bigger capital resources and better distribution,

but found that British film production was only just econamically

viable'.2 Their own shortcomings together with American domination

prevented continuous and economical production. Hollywood's pictures had

a classless appeal and British films tended to be too dependent on the

London stage and theatrical world. Actors and actresses despised their

film work and considered it an 'embarrassing necessity' rather than the

development of a new art.

3

Richard Abel, op, c¢cit., p. 44,
R. LOW, QQI_Q_i_t_a.; p. 107.
Ibid., p. 302.
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British producers were represented by several organisations. The
Kinematograph Manufacturers' Association had been formed in 1906, but
the two bodies involved in the quota debates were the British
Association of Film Directors (BAFD), formed in 1922, and the Film
Producers' Group of the Federation of British Industries. Before 1933,
when the Association of Cine-Technicians (ACT) was formed, labour in the
film industry was represented mainly by the National Association of
Theatrical Employees (NATE) and the Electrical Trades Union (ETU).

Exhibitors were represented by the Cinematograph Exhibitors!
Association (CEA), formed in 1912. It was a large and powerful body,
with many regional branches and a membership of 2,882 by 1928. The CEA
conducted vigorous campaigns against Entertainments Tax, which gave it
experience in lobbying MPs that was put to use during the debates on
quota. The organisation's'other main aim was to reduce rental charges
while maintaining the level of film supply. This led to frequent clashes
with the powerful Kinematograph Renters' Society (KRS), formed in 1915
and whose membership, numbering 48 in 1923, included American as well as

British renters.

2. The government and the film industry before 1927

Hollywood's pictures posed a challenge that required a special
response and inaugurated a new relationship between the government and
the British film industry. Central and local government had first been
involved in regulating the affairs of the commercial film industry for
reasons of safety; censorship and taxation followed later.

The 1909 Cinematograph Films Act was designed to protect audiences
from fire hazards and all cinemas exhibiting 35mm inflammable films to
the public had to acquire a licence from their local authority. But

authorities soon began to attach other conditions, including

restrictions on Sunday opening and refusing licences to exhibitors who
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wished to show films considered to be 'unsuitable' on moral grounds. The
multiplicity of local authorities made the film trade fear that hopeless
confusion would result if some banned a picture while others allowed it
to be shown.

Anxious to avoid state censorship, the trade established the
British Board of Film Censors (BBFC) in 1912 as 'a purely independent
and impartial body whose duty it will be to induce confidence in the
minds of the licensing authorities and of those who will have in their

charge the moral welfare of the community generally'.1

Although the BBFC
never had the official standing of the Lord Chamberlain who operated
censorship for London's theatres and music-halls, at last a uniform
system existed for cinemas and local authorities were encouraged by the
Home Office and the CEA to accept its rulings. Authorities soon began to
grant licences on —condition that all films to be shown had BBFC
certificates. The exceptions to this rule were if a film had been made
with 16mm non-inflammable stock introduced in 1923, if a sympathetic
local authority sanctioned a picture's exhibition even if the BBFC had
refused to grant it a certificate and if a film was shown exclusively to
a private club.2 As a non-statutory body the BBFC was autonomous from
the government but at the same time susceptible to official influence
because its president had to be approved by the Home Office.3

Another element of regulation was taxation. When the
Entertainments Tax was imposed as a wartime measure in 1916, it was

bitterly resented by exhibitors, being additional to normal admission

prices. The exhibitors formed an Entertainments Tax Abolition League,

1. The Bioscope, 21 November, 1912,

2. Don Macpherson (ed.), Iraditions of Independence (BFI, 1980), p.
T 97.

3. N. Pronay, 'The political censorship of films in Britain' in N.

Pronay and D. Spring (eds), Propaganda, Politics and Film, 1918-45
(Macmillan, 1982).
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and conducted many campaigns to have the onerous tax reduced or

abolished. Table 7 shows how remission was granted in 1920 and 1924.1

Table 77
Entertaimments Tax, 1916-1924

Year Seat Prices up to Tax
1916 2d zd
2d - 6d 1d
6d - 2s 6d 2d
2s 6d - 5s 3d
1920 2d ‘ no tax
2¢ - 23d 1e
2:4d - 4d 1d
4o - 78 2d
1924 6d no tax
1s 3d reductions

The total yield from the tax was considerable. In 1917 the figure was &3
million. In 1921 it was £11.7 million, and in 1925 £10.2 million. After
the remission had taken effect in 1926 the tax yielded £5.7 million, and
by 1928 the amount taken from cinemas averaged £3 million a year or half

the total. For the Exchequer, film business was becoming big business.2
3. Briti conomic

American films, jazz and popular music invaded Europe along with
other exports and the debate on the protection of the film industry
reflected a desire to come to terms with American cultural and econamic
domination.

In the mid-1920s the British film industry got caught up in the
battle being fought to end free trade and introduce protection. The 1927
Films Act represented a limited but significant departure from laissez-
faire before its official abandonment in 1932. Critics of free trade

argued that protection was vital for Britain's industrial recovery. The

1. 1916 figures are from Kine Year Book, 1917, p. 57. Those for 1920
and 1924 are from R. Low, op, cit,, pp. 48-49.
2. Cinematograph Exhibitors' Diary, 1928.
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rise of competing industrial economies meant Britain gradually lost its
role as 'the workshop of the world' to Germany and the United States.
Unfortunately the protracted decline of Britain's staple industries -
coal, iron and steel, shipbuilding and textiles - was not sufficiently
offset by the rise of newer growth industries - electrical goods,
chemicals, motorcars and scientific instruments . Germany and America
protected their industries with high tariffs and began to supply
markets, especially in the British Empire, previously dominated by
British goods. Consequently, Britain's share of world trade in
manufactured goods fell from 35% in 1890 to 28% by 1900, and in 1921-25
was only 23%.1 The trade deficit widened and Britain exported capital to
Australia, Canada and Latin America instead of investing it in ailing
native staple industries or new technology.2

The Conservatives failed to win electoral support for tariff
reform in 1906 and 1923. But the pressures eroding free trade increased
and Stanley Baldwin, Sir Philip Cunliffe-Lister, Leopold Amery and Sir
Arthur Steel-Maitland sympathised with manufacturers who were pressing
the case for protection. Many hoped the existing limited inroads into
the free trade system would be extended to cover 'basic' industries such
as iron and steel. The 1915 MéKenna duties imposed a 33.3% ad valorem
duty on some imported luxury goods including films (1s 3d on blank film,
1d on positives and 5d on negatives). The duties were repealed in 1924
by the Labour government, but once the Conservatives were back in office
the following year Winston Churchill had them reimposed and extended in
1926 to cover commercial vehicles and parts. The 1919 Finance Act
introduced a limited system of imperial preferences for some goods and

the first peacetime protectionist measure restricted the importation of

1. W.A. Lewis, ‘'International competition in manufactures' in

American Economic Review, papers and proceedings, XLVII (1957), p.
579 and Sidney Pollard, op. ¢cit., p. 116.
2. P. Cain, 'The Polltlcal Economy of Edwardian England' in A. O'Day

(ed.), The Edwardian Age: Conflict and Stability. 1900-14
(Macmillan, 1979), p. 48.




a3

dyestuffs in 1921. In the same year the German Reparation (Recovery) Act
Sanctioned import duties on German goods in part payment of reparations.
The Safeguarding of Industries Act 1921 shielded ‘'key industries’
against unfair competition by a 33.3% ad valorem duty for goods such as
dyestuffs, glassware, scientific instruments and optical goods. The Act
was extended in 1925 to include cutlery and lace and duties were soon
imposed on silk and hops. But although some precedents had been set for
a break with free trade the majority of imports paid little or no
duties. In 1930 protective duties affected only 2-3% of impor’c,s.1 It was
against this background that film producers campaigned for protection.
The following chapter describes how their agitation started a chain of

events that led to the passing of the Films Act in 1927.

1. Sidney Pollard, op. cit., p. 120.



Chapter 2

LOBBYING FOR REFORM 1925-1926

By 1925 the depressed state of the British industry was
causing general concern. Apart from the purely industrial
aspect of the matter, it was felt that from the point of
view of British culture and ideals it was unwise to allow
the United States to dominate the cinemas of this country.
At that period nearly every film shown represented American
ideas set in an American atmosphere, and the accessories
were American houses, American materials, American manufac-
tures, etc. Whatever the position to-day, cinematograph
audiences then were made up of the most impressionable sec-
tions of the community, and it was felt to be of the utmost
importance for our prestige, for our trade and it was even
asserted, for our morals that they should see at least some
proportion of British films. In other words, it was felt
that a British film industry was a national asset.]

Film producers originally envisaged that the government might be
encouraged to help the ailing film industry by sanctioning a ‘'safe-
guarding of industries' enquiry. In the 1920s this was about the only
possible route to protection because of Britain's commitment to free
trade. The issue, however, was soon thrust into the Board of Trade's
hands, and since the requirements for an enquiry included that the
industry had to be of 'national importance', the film trade and its
supporters elaborated persdasive arguments focussing on film as an agent
of trade and cultural propaganda. The case for protection had to be
based largely on cultural grounds because in economic terms film
production was small beer. And by the mid-1920s there was no prospect of
its matching Hollywood's capacity to earn profits and generate
employment.

Lord Newton's agitation in thé House of Lords in May 1925
publicised the major arguments supporting the claim that a strong

British film industry had great economic and cultural significance: the

1. R.D. Fennelly, Board of Trade, Minutes of Evidence to the

Comnittee on Cinematograph Films, 1936 (HMSO, 1936), p. 1.
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importance of motion pictures for trade advertisement; their role in
projecting the British 'way of life' and as a bond of Empire.

While a laissez-faire policy prevented serious measures
restricting Hollywood's imports, at an early stage in the campaign the
Federation of British Industries (FBI) proposed that exhibitors should
be obliged to show a percentage, or 'quota', of British pictures and
that a state-supported film bank should be established. But some sectors
of the business were wary of government interference. Producers bitterly
resented criticism from patriotic but uninformed observers who failed to
appreciate their acute economic difficulties, often accusing the
industry of allowing British culture to be monopolised by Hollywood
without putting up a fight.

Exhibitors responded to the FBI's initiative by devising plans to
regulate booking practices and became closely involved with the abortive
attempt to hammer out a joint-industry manifesto at the end of 1925. The
FBI was disappointed at the beginning of 1926 when Sir Philip Cunliffe-
Lister, the President of the Board of Trade, gave the film industry a
second chance to come up with a voluntary scheme instead of producing a
Films Bill based on the organisation's quota recommendation. He was
reluctant to legislate because it was becoming clear that imposing
quotas on unwilling and suspicious exhibitors might be riddled with
impossible complications.

An unsuccessful but significant attempt was made to thrash out a
deal to encourage the Americans to co-finance and/or distribute British
pictures in the States. Cunliffe-Lister's hopes for trade unity were
dashed in the summer when it was annéunced that producers, renters and
exhibitors could not agree on a suitable formula for resuscitating the
business. When the Imperial Conference convened at the end of 1926
Cunliffe-Lister had accepted the inevitability of legislation. Bﬁt far

from helping him to select the best course of action, the Conference
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and Sir Philip Cunliffe-Lister, were sympathetic towards imperial
preference and a general tariff. The disastrous 1923 election left a
bitter legacy but although Prime Minister Stanley Baldwin pledged not to
introduce a general tariff in his election address the following year,
he condoned a minimal degree of intervention along the lines of the
Safeguarding of Industries legislation:

We are determined to safeguard the employment and standard

of living of our people in any efficient industry in which

they are imperilled by unfair foreign competition, by

applying the principle of the Safeguarding of Industries Act
or by analogous measures.

To steer clear of controversy over economic policy Cunliffe-Lister
approached the problem of affording some protection for certain
industries without appearing to contradict Baldwin's pledge by confining
'all discussion and debate to the actual duties we intend from-time to
time to impose'.2 To a confirmed protectionist this was extremely
frustrating, as Cunliffe-Lister recalled in his autobiography: 'We
reached the paradoxical position that, while we could protect industries
of moderate size, the largest... even though they were still more 1in
need of protection, must not benefit'.3

The Safeguarding of Industries Act 1921, protected certain 'key
industries' by a 33.3% ad valorem tariff. The items it covered tended to
be goods previously supplied by Germany like optical glass, electrical
instruments and chemicals. Part II of the Act gave industries a chance
to put their case before the Board of Trade. To qualify for

'safeguarding' an industry had to prove that competition was unfair

1. Baldwin quoted in Lord Swinton, I Remember (Hutchinson, 1949), p.
36. )

2. Public Record Office (PRO), CAB 24, 171, CP 18, 14 January, 1925.
Quoted in J.A. Cross, Lord Swinton (Clarendon Press, Oxford,
1982), pp. 69-70.

3. Swinton, op. cit., p. 37.
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offered few guidelines and simply reinforced growing doubts about the
merits of a quota plan. The government opposed subsidies for producers
but realised (somewhat reluctantly), that once a Films Bill was
published the trade would press for amendments designed to make the
quota both tolerable and workable.

Nearly every subsequent criticism of the Films Act was anticipated
before it reached the statute book. Financial schemes to aid producers
first proposed in 1925-26 were not executed until the late 1940s. This
chapter outlines and examines the events in detail, drawing attention to
the difficulties facing the Board of Trade when legislating for an
industry consisting of three disparate interest groups. On the other
hand, the film trade experienced its first dealings with a government
department clearly far more qualified to cope with traae and industry
than with culture. The 1927 Films Act and the debate preceeding it

reflected rather than resolved both problems.
1. engqui i i ?

'One and all believe that the British film needs protection, but
as to the nature and degree of that protection there are still almost as
many opinions as persons'.1 Various ideas were mooted: the reimposition
of the McKenna Duties that the Labour government had allowed to lapse in
1924 coupled with additional tariffs on film imports, or that exhibitors
should show a quota of British films. In desperation, the trade began to
hope for an official enquiry into the slump in British production.

Protection was a sensitive political issue, apd the Conservatives
had lost the 1923 'tariff’ eléction when voters firmly supported free
trade2 The party was back in office at the end of 1924 and it was known

that some members, particularly the Colonial Secretary, Leopold Amery,

1. Kipematograph Weekly, 12 February, 1925, p. 45.
2. J. Barnes and K. Middlemas, Baldwin (Weidenfeld and Nicolson,
1969)’ Cho 100
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because foreign goods undersold native ones or owing to the depreciation
of a foreign currency.1

Cunliffe-Lister presented a memorandum to the Cabinet in August
1923 on the possibility of extending Part II that was due to expire the
following year.2 He argued that if foreign competition resulted in
unemployment a general duty should be imposed. The proposal, however,
was deferred and Cunliffe-Lister had to wait until the Conservatives
resumed office to continue his campaign. Treading extremely carefully to
avoid criticism that he was advancing too far towards a general tariff,
he wrote a Cabinet paper in January 1925 explaining that the best way to
proceed was to impose duties through the budget, or by means of a
supplementary Finance Bill rather than via a new Safeguarding of
Industries Act. The merits of this even more indirect approach were that
'public attention is focused on the facts of a particular industry...
whereas in a preliminary Bill attention is... diverted to a hundred and
one difficulties and dangers'.3

The Safeguarding of Industries procedure was modified in February
1925 when the Board of Trade's White Paper set out new rules for
applications. Industries, excluding food and drink, suffering from
unfair foreign competition could lodge a complaint with the Board of
Trade. If the latter agreed, a committee of enquiry investigated the
case. Five considerations would be taken into account: the industry had
to be of 'nmational importance'; the items competing with native products
had to be imported in abnormal quantities or sold at prices far below
the fair price for British manufactures; ;lt had to be proved that
foreign competiﬁion could cause unemployment; the industry had to be

efficient and the imposition of duties should not cause unemployment in

1. S. Pollard, The Development of the British Economy, 1914-18
(Edward Arnold, 1983), 3rd Edition, pp. 119-120.
2. Cross, op, cit,, 54-55,

3. PRO, OCAB 24, 171, CP 18, 14 January, 1925, Quoted in Cross, ibid.
p. 7

’
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any other home industry. Duties imposed after an investigation were to
be incorporated in a Finance Act.1 Film production played a minor role
in the national economy and employed only a few thousand people, mainly
in the relatively prosperous South-East. But because of the government's
inability to help staple industries newer enterprises were more likely
to succeed in gaining protection by using the 'safeguarding' procedures.

At the end of 1925 the iron and steel industries were refused an

enquiry.2

Despite its limitations, it was hoped that an indirect strategy
would nevertheless advance the protectionist cause, a point made by
Cunliffe-Lister's biographer:

All of this ad hoc protection seemed to provide a spring-

board for those who advocated its widespread extension to

cope with the slump and unemployment, whatever might be the

long-term effects of that on the general health of interna-

tional trade on which any permanent hope of Britain's econo-

mic prosperity depended. But the new movement had learnt

some of the lessons of the pre-war tariff reform battles.

The edges of conflict were softened by euphemistic changes

such as the substitution of 'safeguarding' for 'protection',

'key industry' for 'home industry', and 'dumping' for price

competition by foreign rivals. And the process was to be

gradual and specific, not the application of a comprehensive
nostrum.3

In his dealings with the film industry Cunliffe-Lister adhered to this
method. He was anxious, however, to prevent extreme action over film
from jeopardising his campaign for the protection of more important
basic industries. Free trade was much more of a constraint on the Board
of Trade's film policy in the 1920s than fear of American retaliation or
of alienating an electorate that preferred American films to British.
The popularity of Amerian films had little real impact on policy because

many politicians believed that if audiences were given the chance of

1. Barnes and Middlemas, op. ¢it., p. 291.
2. Cross, op. cit.,, p. 71. See also S. Tolliday, 'Tariffs and steel,
191@-3“: the politics of industrial decline' in J. Turner (ed.),

: B
Polities, 1900-45 (Heinemann Educational Books, 1984).
3. Cross, op. c¢cit., p. 25.




30

seeing more British pictures they would naturally forget their

1 A cautious Cunliffe-Lister sanctioned a

allegiance to Hollywood.
statutory quota system only after the film trade had failed to devise a
voluntary solution to the production crisis.

As early as June 1922 the Kinematograph Weekly had pressed for an
investigation into the affairs of the ailing film industry. At the end
of 1924, in anticipation of the extension of 'safeguarding' by the
Conservatives, the paper was even more optimistic. The first national
newspaper to agitate for an enquiry was the Morning Post. The latter's
film correspondent conducted a campaign for protection in the paper's
columns. One article asked in February:

Would it not be possible for the government to set up an

impartial enquiry into the prospects and possibilities of

film production in this country? Among the items of refer-

ence might be the feasibility of some form of protection for

British producers, the cultivation of British films by Bri-

tish renters and exhibitors, the possibility of insisting on

British screens showing a proportion of British films,

limitation of import of foreign films into the British

Empire, and the efficiency of British producers. The excuse

for such an enquiry would be simply public policy, for it

seems most unlikely that any section of the film industry...
will make any move.

The same article claimed that the Labour leader, Ramsay MacDonald, in
conversation with film producer George Pearson, remarked that it would
take 'fifty years of good government to undo the harm done by ten films
in misrepresenting the Englishman on foreign screens'. The publicity
aroused a great deal of interest, and the paper reported a few days
later that the British Association of Film Diretors (BAFD) had summoned
a meeting to consider the plight of the British film industry.

The BAFD was established in 1922 to represent producers as well as

the Kinematograph Manufacturers'! Association formed before the First

1. See P. Stead, 'Hollywood's message to the world: the British
response in the 1930s'. in Historical Journal of Film, Radio and
Television, 1, no. 1, 1981, p. 22. Stead underrates the
constraints of economic policy in the 1920s and politicians!'
assumptions about the superiority of British films.

2. Morning Past, 10 February, 1925.
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World War.1 The meeting called by the BAFD was chaired by the
association's first president, Percy Nash, and amongst those present
were Cecil Hepworth and the honorary secretary, Sidney Morgan. They
decided to ask the Board of Trade to receive a deputation pointing out
that the film industry was a suitable candidate for Safeguarding of
Industries enquiries.2

Miles Mander, general manager of Atlas Biocraft, was also in the
forefront of the campaign for an investigation. The Marning Post
published a letter by Mander emphasising the 'potentialities of the
screen as a national asset', and suggesting the establishment of an
'Imperial Distributing Corporation' to supply exhibitors with a constant
flow of British pictures. He stressed an argument which became part and
“parcel of subsequent debates on the protection of the film industry:
film was no ordinary commercial item and the rationale for state
intervention was to be found in the medium's unique power to influence
its audience. Mander explained why he had chosen the Morning Post as an
outlet for his views:

They have been conducting a campaign for British films...

with a Conservative government in great strength, the organ

which most of the Conservative members are likely to read is

that journal, and these are the people we must first
convince.

The Morning Post was sympathetic and had already supported the
Conservatives' tariff-reform nostrum in 1923. Mander's letter
deliberately intended to play on Tory instincts when it commented: 'How
can one expect excessive patriotism from the working classes if the only
entertainment they can_afford shows them nothing of their own country,

its ideals, and characteristics?'. The strategy was fruitful and

1.  R. Low, The History of the British Film, 1918-29 (Allen & Unwin,
1971?, p. 87.

2. Morning Post, 18 February, 1925.
3. Kinematograph Weekly, 5 March, 1925, p. 42.
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encouraged others to take part in what was rapidly becoming a
controversial debate.

Not all were as convinced that state protection was the answer.
The Bjoscope was particularly sceptical about the merits of government
interference for an industry it believed had the ability to save itself

from extinction:

We have the actors, we have the actresses, we have the men
and machines, the stories and the studios. We have the men,
and the money will be found, and British film productions
will take their place, but official charity, protection, or
coercion, or the wailing of our daily newspapers will not
help. The salvation of the British film producing industry
will come from within the industry itself - and we are con-
fident that every day is bringing us nearer the realisation
of our hope.'

The article was written in response to a flurry of agitation in
the national daily press about the film situation. The Daily Express was
patriotic:

The British film could be, almost literally, the nation's
'shop window', and our best ambassador, working day and
night on behalf of British prestige on the world's 60,000
cinema screens. The truth is that the British film, with
rare exceptions, is a national humiliation, and the weakest
point in the whole of our commercial and Imperial outlook.2

The Daily Mail was even more critical of the film industry calling it
A ramshackle affair, characterised by self-pity and self-
delusion, lacking ordinary commercial vision, and not seldom
ordinary commercial honesty, having no real policy and but
few ideals, pleading poverty and craving charity, neither
understanding nor wishing to understand the meaning of

patriotic impluse, shrieking for what it calls encouragement
when what it needs is resurrection.3

Some producers naturally resented such savage recrimination, especially
since the call for state intervention exposed embarrassing wWeaknesses
and drew attention to their pathetic struggle against Hollywood.

There was some relief when Winston Churchill, the normally anti-

protectionist Chancellor, announced that the McKenna Duties would be

1. Bioscope, 23 April, 1925.
2. Daily Express, 21 April, 1925.

3. Daily Mail, 16 April, 1925.
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reimposed from July 1925. In March Lord Newton proclaimed his intention
to initiate a debate on film production in the House of Lords drawing
attention to
the present position of the British film industry; and to
ask if His Majesty's Government will consent to appoint a
Departmental Committee to inquire into the causes of the
present depression of the industry and to make recommenda-
tions as to the best means of re-establishing this industry

having regard to the industrial, commercial, educational and
Imperial interests concerned.!

The debate was postponed until 14 May because Lord Peel, the First
Commissioner of Works, revealed that the Board of Trade, anxious about
'Imperial and educational' facets of the film production crisis, was
already investigating the problem. When the debate finally took place,
Newton emphasised the increasing importance of cinema-going by quoting
figures 'relat'ing to attendance, box-office takings and Entertainments
Tax.2 He claimed that 95% of films screened in Britain and 99% of those
in the Empire were American. Reference to the crucial role played by
film as a bond of Empire and an ambassador for trade anticipated
arguments subsequently repeated in the press and Parliament. Domination
by Hollywood was singled-out as the root of the problem and the
Americans were accused of having exploited the motion picture in their
quest for economic and cultural supremacy:

The Amerians realised almost instantaneously that the cinema

was a heaven-sent method of advertising themselves, their

country, their methods, their wares, their ideals, and even

their language, and they have seized upon it as a method of

persuading the whole world, civilised and uncivilised, into

the belief that America is really the only country which
counts.3

This was considered to be all the more threatening because film was

one of the most, if not the most, important instruments at
present for the furtherance of trade and of education and,

1. Parliamentary Debates, Hansard, 5th Series (Lords) Vol. 61, 14
May, 1925, col. 273. _ . ’

2. Some of the figures quoted by Newton were the same as those
presented by Simon Rowson to the CEA's Annual Conference in July.
See Kinematograph Weekly, 2 July, 1925, p. 41.

3. Lords Debate, op. cit., col. 275.
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more than anything else perhaps, of political propaganda,
and the younger and the more undeveloped the people are who
freque?t the cinemas the greater is the effect on their
minds.

It was no coincidence that three months later the Conservatives
introduced their mobile cinema vans for party political propaganda.2

Newton was also acutely concerned  about the hammful
'denationalising' impact of American movies:

Imagine what the effect must be upon millions of our
coloured fellow citizens in remote parts of the world who
perpetually have American films thrust upon them which
frequently gresent the white man under the most unfavourable
conditions.

He was appalled when Armageddon, a film produced for the purpose of
showing 'what the Australians had done in the war' was seldom exhibited
in Australian cinemas because they were fully booked with Hollywood's
pictures. The loosening of links between Britain and the Empire was
connected with the decline of the British film industry.q

'Trade follows the film', an argument gleaned from American
experience, was another major theme of the Lords debate:

Manufacturers of clothing and boots in the Midlands and

Yorkshire have been obliged to alter their plant because the

races in the Near East have been so impressed by the films

they have seen that they desire to be clothed in the fashion
of the American cinema actors.D

No one seems to have questioned the validity of this claim, and it seems
unlikely that demand for western styles was affected drametically by
motion pictures. Since a great variety of costumes, historical or at
least not distinctly American, were used in pictures, it is more likely

that 'trade follows the film' was a result of over-zealous publicity on

Lords Debate, op, cit., col. 277.

T.J. Hollins, 'The Conservatlve Party and film propaganda between
the wars', English Historical Review, April 1981, p. 362.

Lord Debate, op. cit., col. 277.

See section 6 of this chapter for a fuller discussion of film and
Empire.

. Lords debate, op, cit., col. 277.
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the part of the Motion Picture Division of the US Bureau of Foreign and
Domestic Commerce.

Lord Gainford, representing the FBI, disclosed that the
industrialists' organisation was studying the film problem as well as
the Board of Trade. When Lord Peel answered for the government it was
clear that this news made an immediate enquiry unlikely:

I think it would be unfortunate if the Government, by

rushing in at the present, were to disturb... these fruitful

conversations... it would probably be better to allow this
development to go on and see if these people are atle to

deal with the subject and, by rousing public opinion, to

make the public and the trade insist upon British films
being exhibited both here and throughout the Empire.1

Obviously disappointed, Lord Newton closed the debate by saying that
despite Lord Peel's negative reply he would persist in his agitation for
‘an enquiry because 'it is inevitable in the long run'. But the film
industry's case had been clearly stated in Parliament for the first
time.

The Lords debate attracted considerable publicity. The Board of
Trade had been making some tentative enquiries because Sidney Morgan
revealed that although the BAFD had not been connected with Lord
Newton's quest, the association suggested a 25% exhibitors' quota to
officials on 11 May. There was much speculation in the trade press about
the FBI's so-called 'investigations', and whether the organisation was
advising the Board of Trade. Simon Rowson, co-founder of the renting
firm Ideal and statistician of the film industry, was sceptical about

the Board's information and its source:

I have the greatest possible admiration for the skill and
capacity and efficiency of the officials of the Board of
Trade; but not even that great department can be expected to
reach definite conclusions on so complex an issue without
consultation or conference with the members of the trade.?

1. Lords debate op, eit., col. 290.
2. Kinematograph Weekly, 14 May, 1925, p. 46.
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Why was the FBI concerned about the slump in British film
production? Rachael Low argues that the organisation was more anxious
about the industrial and political repercussions of poor British
production than the survival of producers: 'the FBI was interested
solely because the disappearance of British films affected the prestige
of Britain, and therefore of British industry as a whole'.1 In 1925,
however, the organisation was certainly concerned about producers and
film content as well as the need to increase output. It was particularly
keen to align itself with those who were worried about the national and
cultural aspects of the film problem. The FBI devised some innovative
plans to create production finance and it was not until later, when the
government declared its opposition to subsidies, that its schemes
focussed more narrowly on quotas. The organisation was always quick to
make it élear that its interest in film should not be attributed to
purely commercial motives. In October 1926 Charles Tennyson, the FBI's
deputy director, made a typical statement along these lines:

It is, of course, the duty of the Federation to take what

steps they can to assist in the revival of any trade - and

particularly of one so important as the moving picture

industry - but in this case the national aspect far
outweighs the industrial consideration.?

In his autobiography Tennyson admitted that because of the political

constraints facing protectionist campaigners a special case had to be

made for film:

I confess that I had little hope of success in this attempt
to secure protection for what might be described as a
decaying industry, for Baldwin had only two years before
sent the Conservative Party out of office by his unexpected
declaration for tariff reform, which was now regarded as
political dynamite. The result showed how wise we had been
to base our claim on cultural grounds, for Sir Philip
Cunliffe-Lister seized this point at once and showed himself

strongly sympathetic.3

|

R. Low, op. cit., p. 98.

Kinematograph Weekly, 1 October, 1925, p. 64.

. Sir Charles Tennyson, Stars and Markets (Chatto and Windus, 1957),
p. 162.
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Expediency apart, the FBI's undoubted concern for the prestige of
British industry as a whole did lead it to consider producers' financial
problems and it was influenced by its connections with cultural
organisations.

The FBI's Film Manufacturers' Committee was established in 1925
and the following year, as membership increased, it became known as the
Film Producers’Group. But the agitation for assisting the British film
industry began before the Committee was formed with the organisation of
a conference on 6 May 1925.1 In attendance were the FBI's president, F.
Vernon Willey and Charles Tennyson; Captain Arthur Applin and Edgar
Jepson of the Society of Authors; Claude Friese-Greene (son of the
inventor) who was himself involved in the development of colour films;
Lord Newton and representatives from the Victoria League, the Stage
Guild, the League of Empire, the British Empire League, the Royal
Colonial Institute, the Overseas League, the British Drama League and
the National Union of Teachers. Also present was William Borrodaile, a
former exhibitor and the FBI's expert on contracts and company law.
According to Tennyson, it was Borradaile who first persuaded the FBI to
take up the cause of resuscitating British film production:

One morning in the spring of 1925, Mr. Borradaile came to me

in a more than usual gloomy mood, and said that the time had

really come when something must be done to save British

production from complete extinction, and that the FBI must
take the lead.?

The conference appointed a sub-committee to formulate a possible scheme
of reform and its work soon bore fruit.
Tennyson sent a memorandum to Austin Earl at the War Office on 28

3

May outlining the options.” The first was a quota scheme, based on the

German 'kontingent', but applicable to exhibitors rather than renters.

1. Modern Records Centre, Warwick University, Confederation of
" British Industries Archive, Film Committee Conference, 6 May,
1925.
2. Tennyson, op. c¢it., p. 161.
3. PRO, CAB 27, 198, CU T752.
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During the First World War the German film industry had not suffered
from an overwhelming influx of Hollywood imports. The larger film
companies, Ufa and Emelka-Konzern, attracted financial support from big
business and in 1921, once American films began to swamp the market they
persuaded the German government to pass a film import 1law. This
stipulated that the maximum scale of imports should be 15% of the number
of German films produced. In 1924 the system was revised, and from
January 1925 renters had to handle one German feature for each imported
one of equal length. In effect this was a high renters' quota.1 The
Germazn model was frequently cited in the quota debates in Britain, but
the 'kontingent' had been enacted to support an industry with a far more
stable financial base than the British. From this point of view the
comparison was somewhat unrealistic. The FBI's memorandum concluded that
the 'kontingent' would be difficult to operate in Britain because there
were not enough native pictures to match the American imports. It was
also feared that 'the tendency of the scheme might be to put a
fictitious value upon any British film that could be produced, no matter
how low a standard'. It was well known that in Germany the Americans
acquired or financed cheap films so that they could continue to import
their own films. In 1928 the Germans abandoned the kontingent system,
and an import permit was substituted.

The next possible remedy was an ad valorem duty. It was decided
that if this was to be levied on film bookings the number of American
films would not fall unless the duty was impractically high. Exhibitors

in any case would have objected to a strict curtailment of American

movies, and there were practical problems involved in levying an import

1. Kinematograph Weekly, 21 January, 1926, p. 50, and see also report
by Sir Robert Donald after a visit to Germany: 'Unless European
countries get together it will be impossible in a few years' time
to make a breach in the American monopoly. Protective measures are
absolutely necessary. Stricter censorship and the quota system are
the best weapons to fight the American strangle-hold', ibid., 8

JUly, 1926, po 32'
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duty because a film's value could only be assessed after it had been
exhibited. A licence duty was rejected by the FBI because exhibitors
were unlikely to agree unless it was accompanied by the abolition of
Entertainments Tax. The FBI favoured a subsidy plan which was duly
recommended as the best solution.

A special finance corporation was to support and distribute
approved films designed to create a supply of British films 'of British
character, and utilising the special assets which the British Empire
possesses, both historical, scenic, literary and otherwise, in a way in
which an industry of more or less small and struggling independent units
can never do'. Government participation was encouraged:

It is suggested that the state might readily undertake this

responsibility both on the ground of the benefits to

employment which would result, and also from the point of

view of the great benefit which would be anticipated to our

national prestige.

Each project submitted to the corporation had to reach a certain
standard of 'genuine entertainment value' and special arrangements were
to be made for sponsoring films 'of special artistic value'. Although
the corporation's board was to include representatives of private
capital, a government nominee and nominees from national bodies,
representatives of production companies were excluded and not allowed to
become shareholders. Thus in May 1925 the FBI opted for a films bank
rather than a quota. But the film industry had to wait another twenty-
four years for the establishment of the National Film Finance
Corporation.

Pressure on the government to make a statement about the industry
escalated in June when a letter was published in the Daily Telegraph and
elsewhere making yet another appeal for an official enquiry on patriotic

grounds.1 It was signed by eminent figures in the art, music and

literary worlds including poet laureate Robert Bridges, Lord Burnham and

1. Ibid., 25 June, 1925, p. u40.
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Lord Newton, Thomas Hardy, Sir Robert Donald, J.R. Clynes and Sir Edward
Elgar.

Anti-Americanism reached considerable heights at the end of the
month when the agent, James V. Bryson, of Universal's UK subsidiary, the
European Motion Picture Company, duped a detachment of Hampshire Heavy

Artillery Territorials into providing a guard of honour and a band to
play The British Grenadiers in Southampton to welcome the arrival from

the States of a print of The Phantom of the Opera before making its
journey to Wardour Street. The detachment had no knowledge of the

'stunt' and had been led to believe that the purpose of the film shot by
Bryson's employees was to encourage the Territorials' latest recruiting
drive. There were questions in the Commons about the incident, and the
Secretary of State for War, Sir Laming Worthington-Evans, had to explain'
that |

No mention was made to them of an American film to be met
and escorted, and nothing was said to make them suspect the
real purpose for which they were required. The officer
comnanding the brigade was the more easily persuaded to fall
in with the proposal because he was engaged at the time in a
recruiting campaign in Southampton, where the first part of
the film was to be taken, and further he was informed that
London territorials would take part in the march in London. 1

Bryson argued that Universal had been concerned about the expensive
film's safety and special terms in their insurance policy had stipulated
that the film should be guarded at all stages of transportation.2 When
the Foreign Office was asked whether it might be possible to prevent the
film of the event from being exported, an official commented:

It is, of course deplorable that the Army should have been
trapped into making of itself a humorous advertisement for
an American motion picture company, but in view of the
amount of publicity the affair will already have got in
America, the suppression of the film would be to some extent
not only a case of shutting the door after the disappearance
of the horse, but also of giving fresh advertisement to the

1. Parliamentary Debates (Commons), vol. 185, 29 June, 1925, col.
2017.
2. Kinematograph Weekly, 2 July, 1925, p. 2.
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American company and to American ingenuity. We should also
run the risk of a controversy with Washington.1

In the end Bryson insisted that the War Office should keep the copy of
the film of the 'stunt' to save further embarrassment. He also sent the
negative to Whitehall. The CEA banned members from showing The Phanton
of the Opera until November 1928 when the restriction was lifted after a
special plea from Carl Laemmle, the head of Universal.

On the same day, during a debate on unemployment, Baldwirn hinted
that the government might, after all, initiate an enquiry:

I think the time has come when the position of that industry

in this country should be examined with a view to seeing

whether it be not possible, as it is desirable, on national

grounds, to see that the larger proportion of the films

exhibited in this country are British, having regard... to

the enormous power which the film is developing for propa-

ganda purposes, and the danger to which we in this country

and our Empire subject ourselves if we allow that method of
propaganda to be entirely in the hands of foreign countries.?

In July the trade was the subject of the first debate on the production
crisis in the House of Commons.3 It was initiated by the Liberal MP, Lt.
Cmmdr. Kenworthy, during a debate on national trade prospects.
Kenworthy's views about the need for greater financial backing for the
film industry were well known to the trade pressu and in the Commons he
pressed the case for an enquiry 'above vested interests'. Just after the
debate a letter by Kemworthy focussing on the questionable role of the
Board of Trade was published. He revealed that

It was only the result of diligent inquiry that it was

discovered that the department responsible... for the

welfare of the British Cinematograph Industry, is the Board

of Trade. Even then, the responsibility of this department

is somewhat shadowy, and the impression created was that

this responsibility was assumed at the last moment in view

of the fact that notice had been given that the question
would be raised.>

" PRO, FO 371/10651/A 3269/25.
Commons debate, op. cit.,, Col. 2084,
Commons, vol. 186, 6 July, 1925, cols. 152-158 and 184-185.

Bioscope, 11 and 18 June, 1925,
Ibid., 9 July, 1925,

L ] L] L J -

MEwn o



42

Cunliffe-Lister's autobiography also gives the impression that the
Board of Trade was hardly qualified to deal with film problems:

British industry was the business of the Board of Trade, and

though in the Board of Trade none of us knew much about the

film industry, I thought it was up to us to do something

about it... though I had always been what is now called a

'‘film fan', I knew 1little about the structure of the
industry.1

This telling confession of ignorance explains the Board's willingness to
rely on the trade for advice. The latter, always ready to emphasise the
complexities of the industry, obviously wanted to exert as much
infiuence on policy-making as possible. It seems likely that agitation
by the press and Newton's motion in the Lords forced the issue into the
Board of Trade's hands. In any case, since the production crisis had
first been considered in connection with the new rules for -
'safeguarding' enquiries, it is not surprising that the Board assumed
responsibility for the film industry's affairs and the Home Office was
traditionally associated with censorship. But in the long-term, the
Board of Trade proved to be an inappropriate department for the industry
because it tended to treat film like any other commercial commodity.

There was some collaboration within the film trade. At the end of
July the FBI met the CEA's recently established committee on the
production crisis. A few days later the FBI presented Cunliffe-Lister
with a memorandum based on its earlier one, but this time with much more
detail. The text, 1leaked by the Kinematograph Weekly in August,2
outlined schemes that were to be offered many more times in the future,
including a quota for exhibitors. But it was also consistent with the
FBI's earlier concentration on the need for production finance ‘and
indirectly encouraged the rest of the film trade to come up with a plan
at the end of the year.

The FBI stated the dilemma in patriotic terms:

1. Lord Swinton, op. cit,, p. 51.
2.  Kinematograph Weekly, 6 August, 1925, pp. 31-33.
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That this powerful influence should be directed from foreign

countries and convey the ideas and customs of those

countries instead of those that are British is deplorable...

it is argued that steps should be taken with Government

assistance to ensure that British peoples shall be educated

in British ideas for the sake of British prestige.
Current plans to revive the industry concentrated on opening up more of
the home market for British films and supplying production finance and
better facilities. Possible ways of achieving the first aim included an
import duty on foreign films shown in Britain to be levied on the
production company; or taxing exhibitors who showed foreign pictures or
rebates for those who patriotically screened British ones, and finally a
'quota' system analogous to the German 'kontingent'. Out of these
options the FBI favoured an exhibitors' quota: one British film in eight
in the first year and three in eight for the next three yearé. The
maximum quota was to be 37.5%, and topical news films were not to be
subject to quota. But the keystone of the FBI's plan was still the
creation of a film finance body called 'the Imperial Cinematograph
Corporation' to administer a production fund and build and supervise a
national studio.1 Credit was to be granted under the Trade Facilities
Act which allowed the Treasury, after consulting an advisory committee,
to guarantee the payment of interest and principal loans for 'any
capital undertaking and the purchase of articles manufactured in the UK
required for such undertaking - which must be calculated to promote
employment!'.

It was to be organised as a public joint stock company with an

advisory committee 'including leading names who could give the best

advice in the direction of literary work, scenarios, stage construction,

1. At the CEA's Annual Conference in July, T.A. Welsh proposed a
national studio financed from private sources: 'Strictly speaking,
the Government should be called upon to disgorge a million or two
of the monies they have collected in entertainment tax from kinema
theatres. But how proud we shouldbe if we could find the money
without the necessity of calling upon the Government at alll",
Ibid., 2 July, 1925, p. 41.
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scenery, film production, period costumes etc.'. Financial assistance
was to be given only to projects considered suitable 'in national
interests' and which had attained an undefined standard of excellence.
The FBI wanted to encourage the production of pro-Imperial films
illustrating 'the potentialities of the nation', and it calculated that
a reasonable annual production target to provide continual employment
for over 5,000 workers was 104 features at an average cost of £8,000 a
film,

The FBI's memorandum unleashed a lively debate. The trade press
was deluged with letters from a variety of figures in the business. A.C.

1

Bromhead, managing director of Gaumont-British, wanted a moderate quota

system, while C.M. Woolf, of the W. & F. Film Service, opposed state
intervention. H. Bruce Woolfe of British Instructional Fiims, was also
sceptical about looking to the government for salvation:

I think that if a business is not'strong enough to stand on

its own legs it had better by far be killed right out. Where

I think the government could help without interfering with

the inner workings of the business would be to insist that

British productions get a square deal in the markets of the

world, and to endeavour to come to some arrangement with the
Dominions whereby we could be assured of the open door.?2

But problems in the home market remained unsolved, and producers were

clearly in no position to shun state aid.

1. A.C. Bromhead was co-founder of the Gaumont Company in 1898.
During the First World War he was sent to Russia by the War
Propaganda Bureau to supervise the distribution by Gaumont of
propaganda films like Be Prepared. See M.L. Sanders, 'British Film
Propaganda in Russia, 1916-18', Historical Journal of Film, Radio
and Television, 3, no. 2, 1983.

2. Kinematograph Weekly, 13 August, 1925, p. 49.
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The Kinematograph Weekly anticipated the notorious 'quota quickie’

when it focussed on the crucial question of the definition of a British
f‘ilm.1 Americans could easily abuse an unregulated quota:

We know already that several American producers have
laid their plans for the production of 'British' films of
their own immediately they are likely to be wanted for
'quota'... We know that no good feeling for British
production, that the simple instinct of self-preservation,
is behind these enterprises.?

The paper went on to argue that British films should be made by
companies with majority British control, and that pictures made in this
country by Americans should be disqualified. There was, however, a
dilemma as to how far American assistance should be spurned:
What 1is needed is a definition wide enough to cover
productions in which a majority British control is
associated with financial and even production assistance
from America, and narrow enough to exclude any subject,
however British in detail, in which the commercial control
is American. It will not meet the case if it fails
automatically to exclude films made by, or under the control
of, American concerns from any quota... imposed. It will go
too far if it deprives British producers of the brains of
American producers or the box-office appeal of American
stars.
The problems of defining a British film and company were to
persist throughout the debates, as did the realisation that a quota

without adequate safeguards could well be a mixed blessing.
2. Towa d e t?

The FBI's memorandum pushed the rest of the film trade to think
seriously about reforming itself. Thomas Ormiston, the CEA's president,

welcomed an invitation from Cunliffe-Lister to the trade to devise its

1. A 'quota quickie' was a cheap British film made purely for
registration purposes after the 1927 Films Act was passed. One of
the main criticisms of the Act was that in the absemce of a
'quality clause' American renters openly abused the spirit of the
law by sponsoring or acquiring 'quickies' with little regard to
cost or cinematic quality so that they could continue to import
their own films.

2. Kinematograph Weekly, 29 October, 1925, p. 37.
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own scheme.'1 In September the CEA announced its policy for release-
reform and agreed with the FBI about the need to establish a central
studio.2 A special sub-committee had been appointed to investigate the
thorny problem of blind and block booking. Its report recommended that
all films should be trade shown and block booking outlawed by making it
compulsory for contracts to stipulate that the pictures booked should be
exhibited within six months. The plan was severely criticised by the KRS
chairman who argued that the CEA's legislative solution was 'contrary to
all the precedents of this country'.3 The FBI also preferred that
exhibitors and renters should hammer out a voluntary policy to eliminate
booking abuses.

In November the Jjoint trade committee considered a report by its
sub-committee, commonly known as the 'Ormiston plan'. The document
outlined the three main objectives of any scheme:

1. To increase the quantity and proportion of British films

screened in the United Kingdom and elsewhere.

2. To establish an industry under British control in the UK for
the production of these films. ’

3. To encourage the production of such films as will, directly
or indirectly, give employment to British labour at home,
and increase the prestige of the British name, British

institutions and British manufactured goods at home and
abroad. “

It proposed a quota of 10% rising to 25% by 1929 for both renters and
exhibitors. Should it appear likely that there would not be enough good
British films available, the starting dates of October 1926 for renters
and three months later for exhibitors would be postponed. Quotas were to
apply to all British films except 'news, scenic and advertsiement'
pictures. One safeguard related to quality: 'if any British film offered

is not deemed of sufficiently good standard of production and

1. Ibid., 20 August, 1925, p. 105.

2. Ibid., 17 September, 1925, p. 69 and pp. T3-T4.
3, Ibid., 24 September, 1925, p. 68.

4. Ibid., 5 November, 1925, p. 28.
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enrtertainment value it may be disallowed for quota purposes'. Such
matters were to be decided by an authority including exhibitors and
renters to be established by the Board of Trade. Exhibitors were to be
granted quota concessions provided that they could prove that rentals
were too high and small renters were to be allowed to combine for quota
purposes.

To qualify as 'British', a picture had to be produced by a
British-owned and controlled company. As far as possible, all the studio
scenes had to be shot in a British studio and 75% of the total labour
costs, excluding payments to the producer and to one artist, had to be
paid to persons domiciled in Great Britain. A variation on this
definition was included in the Films Act.

The section dealing with block booking stipulated that on and
aftér 1 January 1926 booking contracts had to refer to films available
for exhibition with BBFC certificates. Finally, the 'Ormiston plan'
recommended that the central studio scheme should be investigated 'as
soon as the Government signifies its willingness to give effect to the
the other proposals outlined in this report for the revival or
establishment of a British film producing industry’.

A week later, however, the plan was revised with some significant
modif‘ications.1 The point dealing with quality was altered so that any
film disallowed for quota on the grounds that it was 'not deemed of
sufficiently good standard of production and entertainment value' could
be resubmitted to the Board of Trade. If the latter decided that 'the
film had been bona-fide made to be exhibited, and that a reasonable sum
was expended on its production' it could count as a quota picture. This
was a Wweaker 'quality clause', and the Kinematograph Weekly lamented
that the amended report opened the door to abuse: 'It knocks;the bottom

out of the pretence that there will be any guarantee whatsoever that the

1. Ibid., 12 November, 1925, p. 54.
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films which the British exhibitor will get under the quota will be any
better than those which he has received in the past'.1

In the first report the authority to judge film standards was to
be created by the Board of Trade, but in the revised version the task
was allotted to the film trade, subject to the Board's approval. The
section dealing with exhibitors' safeguards was modified so that quota
concessions could be granted on two grounds, if exhibitors could prove
that British films were unavailable or if their rentals were exorbitant.
Renters could receive exemptions on the same grounds. An important
addition gave the Board of Trade

the power to deal promptly and effectively, by regulations,

with any attempt by foreign companies or individuals through

their agents in this country to defeat the purpose of the

scheme by effecting a corner in British films, kinemas,

studio facilities, artistes or authors.

Another new point was that news, scenic or advertisement films
could qualify for quota provided that they showed ‘'a special British
interest' and if the number of pictures in question did not form more
than one-tenth of the total length of British product handled by the
renter. The section defining a British film was amended so that studio
scenes could definitely include a certain amount of foreign location
work.

The CEA's general council approved the revised report by 22 votes
to 10, but rank and file members had to give their verdict before it
could be ratified. The renters were said to have supported it, but it
was revealed later that when the report had been discussed only a
minority of the KRS had been present. Thomas Ormiston saw Cunliffe-
Lister who by now had firmly put his faith in a trade-devised plan.
Ormiston told CEA members that Cunliffe-Lister

explained to me that all his colleagues in the Cabinet are

keenly interested in stimulating the production and
exhibition of British films, and he hopes the trade will

1. Ibid., 19 November, 1925, p. 33.
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reach agreement amongst themselves upon a scheme. Failing
such agreement he will be compelled to take definite actiorn
on his own lines.!

With each ballot paper Ormiston sent a covering letter stressing this
point and also implying that Cunliffe-Lister would use the FBI's scheme
as a basis for a Films Bill if the CEA rejected the plan recommended by
the general council. After all, the 'Ormiston plan' proposed a 10% quota
whereas the FBI's starting figure was 12.5%. But in a 50% poll the plan
was thrown overboard by 679 votes to 609. The Kinematograph Weekly
blamed the general council for refusing to allow the report to be
amended a second time, and was highly critical of the weaker quality
clause. Once the referendur was over, the CEA's general council resolved
that the joint trade committee should broaden its membership to include
figures such as the President of the BBFC and eventually submit yet
another report.2

At the end of 1925 it seemed that an impartial enquiry was
unlikely. Cunliffe-Lister's reaction to the failure of the trade's plan
was to urge it to produce an alternative quickly: 'l feel in no way
bound to delay formulating proposals for the consideration of the
Government until such time as the industry would agree on the submission
of a scheme',

The Daily Mail reported the referendum result with characteristic
fervour as 'a vote against British films'. The QObserver interpreted the
result as an example of trade interests thwarting the national interest
and argued that the government must intervene to by-pass such trade
anarchies:

This fact only underlines the strength of the case for

public action, by proving how strongly entrenched is the

non-British interest in the kinema theatre... Since the
exhibitors decline to cooperate it only remains to prepare

1. Ibid., 26 November, 1925, p. 39.
2. Ibid., 17 December, 1925, p. 19.
3. Ibid., 14 January, 1926, p. 49.
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an adequate scheme for thwarting their boycott of British
industry.

The Times adopted an wunusual stance that was not to alter
throughout the quota debate. It urged the recognition of the artistic
potential of film:

The films are not, and cannot be regarded as, an ordinary

commercial product, but are, at least potentially, works of

art... the 'quota' system, however many ‘'safeguards' were

attached to it, would always be in danger of encouraging the
unjust and the just alike... It is good to encourage British
films; it 1is vastly more important to encourage better
films... we cannot compete, on their own ground of
spectacular luxury, with the great foreign combinations. The
success, even the commercial success, of British films
depends on their power to establish an exceptional prestige.2

The trade remained suspicious of state intervention, except
perhaps to regulate block booking. The Kinematograph Weekly went so far
as to suggest tﬁat exhibitors might retaliate and 'make their halls
definite centres of anti-Government activity immediately a General
Election comes along or whenever a bye-election occurs'.3 At the end of
1925 the trade's main problem was that it had not been able to offer a
viable alternative to the FBI's detailed memorandum. The Board of Trade
was prepared to let the trade write its own prescription but the
conflict of interest between its three branches made this a remote
possibility. In 1926 another attempt was made to reach agreement, but
after the dismal failure of the 'Ormiston plan' subsequent efforts

became desperate.
3. Towa islation?

At the beginning of 1926 the FBI hoped that Cunliffe-Lister would
take its advice and introduce a Films Bill to Parliament during the

coming session. The FBI sent a patronising letter to the CEA on the eve

1, Observer, 6 December, 1925.
2. The Times, 15 December, 1925,

3, Kipematograph Weekly, 24 December, 1925, p. 15.
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of the new trade talks stating that legislation was not a distant

prospect:
No action will be taken in regard to the Federation's scheme
until that Committee has had a reasonable opportunity of
considering the position... action cannot be long delayed if
anything is to be done during the next Parliamentary ses-
sion. However much, therefore, we may desire to facilitate

the deliberations of your Committee, we cannot undertake to
delay our representations incefiritely.

The joint trade committee's first meeting in January considered a
proposal by E.E. Lyons of the Biocolour circuit to establish a British
Film Board with control over a production fund. Exhibitors were to
subscribe over £100,000 on a voluntary basis, and the fund was to be
used for assisting British producers for up to 50% of the cost of a
picture. When the Board considered sponsoring a project it was to take
into account the producer's reputation; the chances of the film being
completed; the story and actors together with the picture's potential
entertainment value. The Board's chairman was to be T.P. O'Connor, the
BBFC's President and films financed by the scheme were to be assured
better booking prospects. The idea received a cool reception at the
meeting even though it was an attempt by an exhibitor to help producers
find financial backing. But as Simon Rowson pointed out, it was no use
because the government already seemed set on a plan which approached the
problem from the exhibition rather than the production angle.2

Exhibitors were dead set against quotas and their dominant
influence on the joint trade committee made the chances of agreement
remote. In a poll conducted by The Cinema exhibitors voted 733 to 24 in
favour of encouraging British production, 420 to 328 against a quota.3
This _attitude was confirmed at the Jjoint trade committee's second

meeting when after a debate and by a vote of 14 to 3, it was agreed that

although proposals for curbing block booking and a central studio should

1. ibid., 14 January, 1926, p. 45.
2.  Ibid., 28 January, 1926, p. 50.
3. TIhe Times, 12 January 1926,
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be presented to the government, talks about quotas should be adjourned
until the impact of the other two measures could be assessed.

Trade agreement suffered another setback at the end of January
when the KRS refused to consider proposals for release-reform or a
central studio unless they were accompanied by a comprehensive scheme to
increase the output of British films. The London County Council
meanwhile endorsed a report by its Theatres and Music Halls Committee
urging immediate legislation to deal with block booking, and in the
absence of a viable alternative, legislation to ensure the exhibition of
'a fair proportion of British f‘ilms'.1

Early in February the FBI, trying to exploit the joint trade
committee's continuing indecision, saw Cunliffe-Lister. Soon after the
organisation published a draft bill proposing quotas for renters and
exhibitors.2 The percentages were 12.5 rising to 37.5 by 1929.3 The
registration authority's chairman was to be nominated by the President
of the Board of Trade. Other members were to be a person of legal
experience and a nominee from the Board of Education who were to be
advised by 'assessors', selected by the Board of Trade from four panels
of authors, manufacturers, renters and exhibitors. All authority members
and assessors had to be British subjects and one of their main functions
was to determine the nationality of films. In this respect the FBI
adopted a similar definition to the 'Ormiston plan': a British film had
to be made by British subjects domiciled in the Empire or by a British-

controlled company. The majority of company directors and shareholders

1. The Times, 3 February, 1926.

2. Kinematograph Weekly, 11 February, 1926, pp. 42, 46.

3. In January Tennyson had chaired an FBI meeting with the expanded
Film Producers' Group: Bromhead, Elder, Welsh, Rowson and Hepworth
were joined by representatives from nine production companies in-
cluding Michael Balcon (Gainsborough), H. Bruce Woolfe (British
Instructional) and Claude Friese-Green (FG Colour Films). It was
calculated 12.5% quota meant a minimum of 90 British. films would
be needed (total annual film requirement was 720 films). The meet-
ing decided that 10 studios had a capacity of 109 films so that

12.5% could easily be met. CBI Archive, Film Committee meeting, &
January, 1926.
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or stockholders with voting control had to be British: 'the company must
not by any means be under the control of foreigners or of any foreign
government or corporation'. For the first two years after the Bill
became law two foreigners could be included in the production team as
long as 75% of the salaries and wages were paid to British subjects. All
studio scenes had to be shot in the Empire unless the authority
sanctioned otherwise. News, scenic and advertisement films were not to
qualify for quota, and the authority could refuse to register a film if

'there does not exist a bona-fide intention that the picture shall be

publicly exhibited in Great Britain or rented for public exhibition
therein'.

The Times hoped that the functions of the registration authority
proposed by the FBI might be widened to empower it to assess 'the
quality of the work of British producers... to discriminate between
those whom they should encourage and those whom they should leave
alone'.1 The CEA and the influential trade paper the Kinematograph
Weekly were not, however, impressed with the scheme. Exhibitors were
opposed to the high quota figure of 37.5% by 1929 and criticised the
bill for not providing them with any safeguards. Supporters of the
'Ormiston plan' regretted its rejection by CEA members, pointing out
that Cunliffe-Lister might be tempted more than ever to use the FBI's
latest draft bill as the basis of legislation.

On 16 February Cunliffe-Lister presented the Cabinet with a
memorandum.2 He claimed to have consulted the trade since mid-1925, 'so
far as it is possible to consult such loosely organised and incoherent
bodies', together with~groups like the Society of Authors, the Stage
Guild and the London County Council'. Although he was convinced that a

film industry was a national asset he was still cautious: 'l am anxious

1. The Times, 8 February, 1926.
2. ngé CAB 24/ 178, CP 69, Board of Trade memorandum, 16 February,
9 *
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not to underrate the difficulties, and not to undertake ambitious
measures which might overweight an infant industry'.

Cunliffe~-Lister was impressed by a 1letter written by Lord
Ashfield, chairman of the PCT circuit and former head of London
Transport, encouraging the trade to reorganise itself and come up with a
voluntary solution.1 Ashfield persuaded Cunliffe-Lister to put his faith
in the idea, assuring him that he would do his best to 'bring the
exhibitors into 1line'. Thus the memorandum concluded by rejecting
immediate legislation on the following grounds:

1. We should not have the general goodwill of the exhibitors;
and we ought not to compell them to do what they may be
prepared to do voluntarily.

2. Public opinion is still growing, and if the exhibitors are
allowed to try voluntary methods, and fail, we shall be in a
far stronger position to enforce the compulsory system.

3. An immediate compulsory quota would encourage the

inefficient or unscrupulous producers (who are numerous) to
raise a little money in the old way and produce bad films to

force upon the exhibitors - which might damn the whole
scheme.
y, Parliamentary time would not admit of a contentious measure.

Cunliffe-Lister wanted to announce that although the government
recognised the 'national importance' of a film industry, it was prepared
to give exhibitors a year to show more British pictures voluntarily. He
hoped that producers would establish a body to settle any disputes and
inform the Board of Trade of the number of British films actually
exhibited. If a reasonable quota had not been attained after a year the
govermment would legislate and, subject to the exhibitors' approval, it
was ready to devise a bill to deal with blind and block booking
immediately. Cunliffe-Lister proposed that the government should bless
the idea of a national studio with a guarantee under the Trade

Facilities Act 'provided a scheme Qitb propér financial backing is put

1.  Kinematograph Weekly, 28 January, 1926, p. 49.
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forward'. The Cabinet agreed but revised the last point so that it would
be open to organisers of a studio to apply for the guarantee, leaving
the initiative entirely up to the trade.1

A financier, Sir Edward Beddington Behrens, envisaged a 'British
Hollywood' at Brighton. To reduce producers' overhead expenses by
establishing a central unit with stocks of scenery, advanced lighting
installations, adequate floor space, etc., Behrens argued that the
exchange of talent and ideas was essential:

Only by creating a centre, a home for the industrial art of
the cinema, will it be possible by study and experiment to
try out the economic, aesthetic and technical issues and the
social, political and moral values implicit in them... to
place the industry on a footing of equality with its foreign
competitors we must contribute something of our own... there
can be no national fradition of the film until there is an
ideological nucleus.

Ivor Montagu, recently returned from Russia, was enthusiastic about a
national studio, as reported by The Times:

Speaking of the schemes which were being discussed for
reforming the British film industry, Mr. Montagu said the
idea seemed to be that all those people by their incompet-
ence, lack of taste, lack of intelligence, and lack of sense
of what the public wanted had brought the British industry
to its bankrupt and inanimate condition should be safe-
guarded by legislation in [the] future from the consequences
of their own stupidity... A measure which would promote the
introduction of new blood and intelligence into film produc-
ing was the establishment of a national studio... If there
was a national studio in this country, with a continuous
technical staff and apparatus, there would be reduced costs
and the possibility of a certain amount of experiment.3

In January Behrens appeared before the general purposes committee of the
Brighton Corporation. The Council was favourably disposed towards his
scheme provided that the government supplied financial assitance. At the
next Jjoint trade committee meeting however, it was decided that
discussion of Behrens' plan should be deferred until 'other proposals

for improving the general condition of the industry are taken into

1. PRO, CAB 23, 52.

2. The Times, 25 February, 1926.

3. Ibid., 25 January, 1926. Ivor Montagu was a founder member of the
Film Society in 1925,
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1
consideration by the trade'. This lukewarm reception was prompted by

Ormiston's incorrect announcement that 'the government clearly stated
that no funds were available to support this scheme'. But as revealed by
the Cabinet memorandum, the government was prepared to contribute on
condition that most of the finance came from the trade. Ormiston's
statement made this unlikely and from then on the central studio plan
was overshadowed by discussions about quotas and release-reform.

Cunliffe-Lister and Lord Peel announced the new policy in March.
At a meeting with an informal trade deputation Cunliffe-Lister confirmed
that there was no question of a subsidy for the industry:

The answer is definitely no... the last thing in the world

that I would suggest or countenance would be the entry of

the Government into this business. If it were really said to

me, and if the Government were convinced that the British

film industry could be put on its feet by the Government

undertaking the production of films, then I would say...

there will not be any production of British films. You can-

not take Government money without also subjecting yourselves

to Government control, and that would be absolutely fatal to

any industry in my opinion, but especially to an industry

where initiative, enterprise, and risk - one thing a Govern-
ment can never take - are essential.?

Thus even without the constraints of a free trade economic policy
Cunliffe-Lister was opposed in principle to state funding for producers.
The FBI had been premature to expect legislation in February and it was
clear that the government was wary of becoming too involved in the
industry's complex affairs. At this point yet another option was

discussed: a reciprocal plan with the Americans.
L, e Reciproci

Tom Ormiston and Simon Rowson hoped that the Americans, in an
attempt to persuade the British government that a high quota was
unnecessary, might arrange for more British pictures to be shown in the

States. They believed that this would enable producers to recover costs

1. Kinematograph Weekly, 4 March, 1926, p. 51.
2, Ibid., 18 March, 1926, p. 38.
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Quickly and make ambitious and successful films. Rachael Low and Simon
Hartog briefly mention the attempt to reach an agreement, but offer
Scant detail or analysis of the causes and implications of its failure.1

The first meeting between the joint trade committee and
representatives of American film companies took place on 16 March. The
British side regarded two aims as essential in any plan involving
American distribution of British pictures: an increase in the number of
films produced in British-controlled studios but utilising American
technical assistance, and that for a period of five years the Americans
should help British films either by contributing a large part of the
negative costs in cash or by releasing them in the States.

The American representatives agreed to consult with their
principals, but some British producers were doubtful from the start.
Sidney Morgan was sceptical and regretted that 'they were negotiating to
introduce American stars, film directors, and staffs'.2 Tennyson
predicted that it would result

in the production of American films under British disguise.

In many ways this would be even more harmful to our prestige

than the present virtual absence of British films from the

screen... the establishment of such a scheme might effect-

ively frevent British production ever re-establishing
itself.

A stern warning such as this did not bode well for a rapprochement with

Hollywood, especially since it came from a member of the FBI's Film
Producers' Group. Exhibitors seemed to be much keener on the idea,
probably because it might have taken the spotlight off the quota scheme.

The joint trade committee met to hear the details in June. The
objective was to obtain an undertaking from American companies to

acquire British films for American release. Each firm had to take at

1. R. Low, op. cit., p. 94 and Simon Hartog, 'State protection of a
beleaguered industry', in J. Curran and V. Porter (eds.), British
Cinema History (Weidenfeld and Nicolson, 1983), p. 63.

2, i nemat W s 1 April, 1926, p. 21.

3. Ib.id..n.’ P- 20.
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least one British feature a year for every 25 American pictures offered
for hire in Britain, and in certain circumstances two or more companies
could combine for this purpose. Before, or on delivery of the negative,
the producer was to receive one-third of the gross estimated receipts
from the film's exploitation in the States and Canada, or the equivalent
of one-third of the negative cost. The five-year scheme applied to
pictures costing over £10,000 and a contract between members and non-
members of the MPPDA, a British company, the CEA and a special new firm
to supervise British films under the plan, was to operate the Anglo-
American deal. The reciprocity committee's report stated that if its
proposals were accepted it would also recommend the establishment of
some large modern studios to be used by British and foreign companies.
But crucial details, including special provisions to make sure that the
Americans kept their word, were left for future discussion.

The plan received a cool reception from the joint trade committee
and several members continued to voice their scepticism. Sidney Morgan
wanted a safeguard that the films in question would employ largely
British labour. T.A. Welsh argued that the Americans might secure world
distribution of the films unless a strong British sales organisation was
established. T.C. Elder's comments drew attention to the financial
implications: he feared that the plan 'would tend to limit the financial
support that would be necessary, as an investing firm would probably not
consider giving its backing to any film outside the 25 which were
assured of American release'. But an optimistic Simon Rowson answered
this criticism by claiming that production units would continue to make
cheaper films likely to make a profit from the British market and that
financiers would want to support these as well as more lavish ventures.
He estimated that under the reciprocity agreement the value of studio
work would amount in the first year tb about £400,000. At thé-end of the

meeting the joint trade committee welcomed the principle behind the plan
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to increase the output of good British films but felt 'further
consideration should be given to expressed fears and apprehensions in
order to discover whether these cannot be removed' .1

According to Simon Rowson, who had corresponded with the Board of
Trade about reciprocity, Cunliffe-Lister was sympathetic towards Ameri-
can participation in British production and the need for British films
to win overseas markets, but he was also extremely anxious that the
trade should not be diverted from devising a method of securing wider
exhibition of British films in the home market.2 In other words, he did
not want reciprocity to lead to the abandonment of a quota plan.

What was the American view on reciprocity and the British film
crisis? Back in August 1925 the US Bureau of Foreign and Domestic
Commerce was alerted to the danger of protective ~film legislation in
Britain by Major Solbert, an observer for the Hays Office who had
recently visited British producers at the FBI.3 The spectre of quota
legislation was conjured up in an attempt to persuade the Americans to
distribute British films in their home market. Solbert had written in
confidence to the acting commercial attaché in London:

Will Hays, and the more thinking of the American picture

producers, realise that the virtual monopoly which American

pictures have in the cinema theatres of the world is unheal-

thy, and that they want above all things to see good

exhibitable British pictures produced... but that they do

object most strenuously to legislation in this or other
countries on the German contingent plan... He says that,

with the influence which they wield in the American press,

the American picture industry will, or at least may, start a

vigorous anti-British campaign, if 1legislation of an
undesirable type is enacted here.“

Even though serious discussions for a reciprocity plan did not

begin until a year later, in October 1925 the Americans were definitely

1. Ibid., 17 June, 1926, p. 51.

2. The Ti , 22 June, 1926. _

3. National Archives, Washington D.C. (NA), RG 151, US Bureau of
Foreign and Domestic Commerce, general records UK, 281, motion
pictures, Letter to North dated 1 August, 1925,

y, Ibid. See chapter 6 for 1937-38 Anglo-American film crisis.
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worried about Britain. F.L. Herron, head of the foreign department of
the Hays Office, wrote to J.S. Connolly, their representative in
Washington, of the deteriorating situation:

the agitation in England has reached the point where the
British government should have some word from our government
to the effect that we do not approve of the present or past
anti-American outbursts relative to our films... It is simp-
ly a small group of producers who are instigating all this
trouble... I think the Embassy in Washington could be pre-
vailed upon to quietly express to the British government
that our own government is interested in this question.

C.J. North of the Bureau of Foreign and Domestic Commerce instructed
their commercial attaché in London to call at the Board of Trade

for the ostensible purpose of learning the details of the
proposed plan but incidentally to indicate that the Depart-
ment is naturally interested and somewhat concerned... At
the same time a hint might be dropped that the virulent cam-
paign being directed against American films by a certain
section of the Briitsh press is also a subject of
considerable concern... It should be brought home to the
Board of Trade that the American government, through that
branch of it charged with the promotion of our foreign
trade, by its interest in the details of the proposed plan
and also the anti-American press propaganda is by inference
concerned over the Situation.

Like the FBI's memorandum, the 'Ormiston plan' caused the Americans
great concern at the end of the year. But by 1926 a more complacent mood
‘set in.

In January Hugh Butler, the acting commerical attaché&, informed
Washington that one American expert had assured him that in the long-
term a quota might open the way for US control of the British film
industry. Whereas in 1925 the German 'kontingent' had been held up as a
dangerous example, its more recent history reassured the Americans that
it might not be so objectionable after all:

The American industry, having before it the precedent of the

German quota system and its outcome in the past year -

namely - the purchase of the control of Ufa by American in-
terests, feels it is most likely that the British situation

1. = (NA) RG 151, general records, 281/MP, Herron to Connolly, 31
October, 1925.

2. (NA) RG 151, general records, 281/MP, North to Mitchell, 5
November, 1925.
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would develop along similar lines in case a quota was estab-
lished, in which case the American producers have nothing to
fear in as much as they could eventually control British
production,’

In spite of the 'kontingent' Ufa, the large German conglomerate, was in
financial difficulty in 1924-5. Encouraged to invest in the German film
industry by the 1924 Dawes Plan, Paramount and MGM loaned Ufa $4 million
but demanded that the German company put its 'kontingent' certificates
and cinemas at their disposal.2 As the American trade paper, Yariety,
put it: 'the Deutsche Bank has tired of a yearly deficit and demanded
the Ufa be made self-supporting. And so the capitulation to America'.3
Ufa also received a loan of $275,000 from Universal and agreed to
distribute its films in Germany. In 1927, however, Ufa was reorganised
and the leader of the Nationalist Conservative Party (DNVP), Hugenberg,
who was also a press baron, bought out the Americn interests.u

Although the Hays Office had been extremely anxious about events
in Britain, in the end it seems to have totally miscalculated about the
quota. Just after the publication of the Films Bill in April 1927 C.J.
North wrote to an American trade commissioner in Paris:

The Hays people come in for a certain amount of underground

criticism that their representative abroad should have re-

turned to this country just about the time that the film

bill was introduced. Of course Herron laughs it off by say-

ing after all there is nothing further which can be done as

the situation is out of hand... the said representative did
not believe that there would be a quota. 5

Clearly the Americans shared in the general confusion about whether
there would be a quota in 1926, but the US government did not intervene
directly as in 1937-38 just before the 1938 Films Act was passed. The US

Consulate general reported early in 1926 that the anti-American press

1. Ibid., Butler to North, 19 January, 1926.
2. Richard Abel, Erench Cinema: The First Wave, 1915-29 (Princeton
~ University Press, 1984), p. 30.
3. Yariety, 20 January, 1926, )
4, J. Petley, Capital and Culture: German Cinema, 1933-45 (British
Film Institute, 1979), pp. 36-37.
5. (NA) RG 151, general records, 281/MP, North to Canty, 14 April,

1927 .
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had little impact on Hollywood because its pictures were so popular in
England.1 In any case, the Americans could afford to be complacent. In
the 1920s their film export trade was booming: exports rose from 146
million feet in 1923 to 178 million feet in 1924, and a year later they
Soared to 235 million feet. Even so, by the late 1920s they were
becoming more and more concerned about the protection of European film
industries. In 1928 Will Hays sailed to France in an attempt to revise
the Herriot decree and the coming of sound placed more stress on the
importance of the British market.2

Although the MPPDA's representative left London at the very time
when the agitaiton for the quota intensified, it is possible that the
recent formation of the Motion Picture Division of the US Bureau of
Foreign and Domestic Commerce lulled the Hays Office into a false sense
of securit&. The KingmaLnggnh;Hggkly referred to the establishment of
the Division as 'America's counter-move', and J.S. Connolly gave a full
report of its functions. He argued that the 'majors' needed an official
body to keep them in touch with developments in the international film
trade, especially as it was feared that the protectionist trend in
Europe might accelerate:

this movement once started, unless checked by counter-action

on our part, bids fair to become so widespread as to consti-

tute a serious menace to the continued maintenance of our

foreign film trade. The aid which the Department of Commerce

can give the industry during the next few years in fighting
off these tendencies will be of great importance.

But this concern did not prompt the Americans to intervene directly to
alter or postpone the British legislation. Exports, however, were a
vital source of income: Connolly claimed that American returns from
abroad had leaped from $2.25 million in 1913 to $5.50 million in 1921.

By 1925 foreign earnings had climbed to the vast sum of $75 million. One

1. Report from US Consulate General, London, 2 February 1926 to US
State Department.

2. Abel, op. cit., pp. 47-48 and see chapter 6.
Kinematograph Weekly, 22 July, 1926, p. 28.

w
.
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or two of the 'majors' received over 40% of their total revenue from
abroad and in the 1920s Britain was their most important overseas
market, Canada taking second place, Australia third and Argentina
fourth.

Just before the Division was formed Dr. Julius Klein, director of
the Bureau of Foreign and Domestic Commerce, claimed that motion
pictures were responsible for an expansion of American trade in South
America.1 The Division sent trained commissioners abroad to argue the
case for free trade in film. But in the 1930s the foreign department of
the Hays Office was more important as a representative of the 'majors'
overseas.

The reciprocity plan of June 1926 was sent to the States for exam-
ination, but when a formal reply was not forthcoming the talks ground to
a halt. The formation of the Motion Picture Division made the British
more sceptical about Anglo-American cooperation and in July the joint
trade committee resolved that 'in the absence of any message from
America... no useful purpose would be served by giving detailed
consideration to them at the time'.2 J.C. Graham of Famous-Players-Lasky
reported that although the MPPDA representative in London had tried to
persuade the American firms to accept the reciprocity plan, Will Hays
remained unconvinced by it because the British film trade was so divided
over the issue.3

In August British National Films, a company established in London

by an American, J.D. Williams, completed a film started by Herbert

1. Julius Klein, 29 January, 1926. Hearing before sub-committee of
House Committee of Appropriations in charge of US Department of
State, Justice, Commerce and Labour Appropriations Bill for 1927.
Appendix to Cunliffe-Lister's memorandum for Imperial Conference,
PRO, CAB 32/59, October 1926. Klein claimed to have been ship-
wrecked on the coast of South America in 1919. He found no diffi-
culty in finding American ready-made clothing and 'upon enquiry I
learned that the cause for the stock of American goods in their
_stores might be traced directly to the influence of pictures of
American styles upon natives'.

2.  Kinematograph Weekly, 5 August, 1926, p. 32.
3. Morning Post, 29 June 1926.
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Wilcox entitled Nell Gwynp, starring Dorothy Gish. Wilcox had run into
financial problems and British National performed the rescue operation.
Williams managed to sell the film to Paramount for American
distribution, and Paramount agreed to finance British National's next
three films in exchange for their world rights. Oswald Stoll, who for a
long time had advocated a reel tax of 1s a day on the exhibition of
foreign films, was extremely angered by the deal:

The American company will reimburse the British company its

expenditure on British pictures, so that it may continue to

make British pictures with certain sums, revolving in this

manner until all the other British production companies are

driven out of business, and thus by means of so-called Bri-
tish pictures, the American control will be made absolute. !

The Kinematograph Weekly dismissed Stoll's fears and The Times heralded
the deal as 'the beginning of the way out of the present difficulties of
the British film industry'. But on a wider basis the reciprocity scheme
had come to nought. The discussions had temporarily shifted attention
away from the advantages and disadvantages of quotas, and the failure of
the talks was as much the result of British doubts as American
indifference. The threat of quota legislation in Britain was not enough
to force the Americans to distribute British films in the States. Making
inroads into the very base of Hollywood's profitability proved to be an
uphill struggle and subseguent attempts were similarly fraught with
difficulties. But Cunliffe-Lister's plea to the trade to come up with
its own scheme still stood and a final attempt was made to reconcile

conflicting views in the summer.
5. Failure to reach trade agreement

The joint trade committee dissolved in August 1926 because its
second attempt to arrive at a voluntary strategy had failed miserably. A

lengthy report explained why.2 Exhibitors and renters were still

1. Kinematograph Weekly, 2 September, 1926, p. 47.
2. Ibid., 5 August, 1926, pp. 29-31.
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unconvinced about a quota because it did not ensure that the films
produced under the system would be good. The reciprocity plan had failed
and a 'kontingent' was rejected on the grounds that British production
was too weak to supply a sheltered market on this scale. One scheme
mentioned in the report was remission of Entertainments Tax for
exhibitors who showed entire British programmes and the trade declared
its willingness to prepare a more detailed plan if the government was
interested. Other possibilities such as import duties, a reel tax and a
finance corporation were ruled out because of international treaties; a
reel tax would fall unfairly on small cinemas and the government had
already refused to subsidise the industry. Without state support the
City was unlikely to participate in the establishment of a film bank.
The conflipt of interest between the three parts of the trade had broved
to be the major stumbling block:

Exhibitors would be satisfied to participate in a scheme

which would secure for them a certain and sufficient supply

of British films of suitable quality and price, but the

safeguards to any compulsory scheme your committee has so

far proposed have failed to remove the apprehensions of the

general body of exhibitors.

Genuine doubts about a quota persisted and it is remarkable that the
government pressed on with its desire to help British films in the face
of such indecision.

The FBI submitted another memorandum to Cunliffe-Lister on 6
October recommending a 12.5% quota (90 British films).1 The CEA's
general secretary, W.R. Fuller, was quick to point out that this was
ridiculously over-optimistic because only 28 British features were trade
shown between August 1925 and July 1926. Whereas the FBI calcﬁlated that
the output of twelve studios was 115 features, Fuller estimated that in

the following year there would be only about 40 British films available:

A 12.5% quota would give the British pictures produced to
fill that artificially created demand a monopoly value that

1. Ibid., 4 October, 1926, pp. 71-72.
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exhibitors would be compelled to pay. As there would not be
any guarantee as to quality, exhibitors foresee themselves
forced to book at high prices pictures that might be entire-
ly unsuitable to their patrons... Obviously a solutior on
these lines from a body of industrialists primarily con-
cerned with the advertisement of their industrial wares,
cannot command itself to a body of exhibitors whose function
is to retail entertainment to the public.’

Tennyson defended the FBI's position, pointing out that at the end of
1825 the CEA had had no qualms about a 10% quota and that since
legisltation would not come into operation until after July 1927 a 12.5%
quota was hardly unreasonable. Thus, before the Imperial Conference it
seemed that the FBI's quota was winning the arguments. The trade had
failed twice to produce a scheme and attention began to move away from

its internal wranglings to the Imperial Conference.
6. Fi ire e H I

The conflict of British and American interests was evident
in almost all the main issues of the day - naval power,
trade policy, access to raw materials, the containment of
Japan, and so on. But its most characteristic expression was
a topic rarely dealt with in subsequent histories, but which
is littered throughout the British records, public and pri-
vate: the export of American culture and its head-on clash
with 'British values'. Post-war imperial rhetoric reached
its most strident note when it focused on these cultural
questions. Predictably, it was around Hollywood and its
near-monopoly of the popular film market that these fears
crystallised... whilst the British and Australian publics
were bitterly divided by their common love of cricket... the
Australian and British publics were united in their mutual
adulation of Jean Harlow.2

The 'denationalising' effects of the American film had already been
lamented many times by 1926. One of the major themes of the Lords debate
in May 1925 was the role of film as a bond of Empire and that the impact
of American movies seriously threatened commercidl and cultural
relations between Britain and the Empire. Hollywood's films were often

cited as attempts to discredit the British. In 1926 an American company

1. Ibid., 11 November, 1926, p. 59.

2. R.F. Holland, Britain and the Commonwealth Alliance, 1918-1939
(Macmillan, 1981), p. 36.
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produced a film about Australian convict life based on a novel by Marcus
Clark that dwelled on 'English brutality'. The impact on Australian
audiences was feared and an English visitor wrote home with alarm about
potentially dangerous reprecussions overseas: 'if this film does get
abroad it will be used to condemn England in the blackest possible
manner, and do more towards smashing up the Empire than anything so far
attempted.1 The BBFC's attitude was not dissimilar. Pictures considered
to 'misrepresent' British imperial rule were banned.2 Fifty years later
the Australian-made Breaker Morant indicting the British execution of
Australian 'irregulars' fighting against the Boers in 1900 was received
with critical and commercial acclaim in the U.K.

The pro-imperial press was full of articles about the alleged
dangers of the decline in British production. The Referee welcomed the
news that the Imperial Conference was to discuss film, commenting that
this was extremely appropriate and important because

the influence of the screen is harmful to the moral and

material stability of the Empire... the havoc being wrought

within the Empire by the rank and file of American films is

such that their number must be drastically lessened and the

number of Empire films greatly increased. It is an event of

the utmost importance that the Imperial Conference should

consider the American film menace from an Empire point of

view, because, while we are fully capable of fighting off

America in Britain, it is the aim of all decent gitizens
that the cinema should become a real bond of Empire.~

The Referee's comments on the need to revive British production could,
at times, reach hysterical proportions: one piece referred to the
American film in Britain as 'an army of occupation... this unclean thing
which is striking at the very roots of our Empire's stability'.u Aldous

Huxley was quoted in the Catholic Times when he commented on the film

crisis:

. PRO, DO 35/14, E.T. Miller to H.S. Martin, 24 August, 1926.

. Jeffrey Richards, The Age of the Dream Palace: Cinema and Society
in Britaip 1930-39 (Routledge and Kegan Paul, 1984), p. 137.
Referee, U4 July, 1926.

. Ibid,, 8 August, 1926.
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The colonial peoples think a great deal less of us than they
did, even though they may be too cautious to act upon their
opinions. For this state of affairs the motion pictures are
not, of course, alone responsible. The spread of native
education, the unedifying spectacle of the World War, the
talk about self-determination and the sacredness of
nationality, with the promises of liberation made and never
carried into effect - these have done much, perhaps most.
But the share of Hollywood in lowering the white man's
prestige is by no means unconsiderable.’

The link Dbetween Britain's economic decline, America's increasingly
dominant role in the world economy, and the slump in British film
production was often referred to in Parliament and by the press. If the
film industry was allowed to perish, the effects were feared to be far-
reaching. As Britain's staple industries languished American domination
of the cinema screens was perceived as the cultural face of economic
domination. Thus the struggle of the British film industry to combat the
'Hollywood invasion' became a symbol of national survival. There was an
element of pomposity and jingoism throughout the debates and politicians
often assumed that any British film, regardless of quality, would
automatically be superior to an American picture. It was taken for
granted that British films represented 'British values', and an unspoken
assumption about the pre-eminence of the British 'way of 1life' meant
that in the end little heed was paid to the content and quality of films
to be produced by a protected British industry. Attention tended to
focus on the differences between the American and British film

industries.
7. The Empire eti a

The heightened awareness of the trade and propaganda value of the
film expressed by the Conservative Party, the Board of Trade, the FBI
and by many speakers at the Imperial Conference influenced the birth of

the Empire Marketing Board (EMB) in May 1926 'to further the marketing

1. Catholic Times, 15 August, 1926.
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in the UK of Empire products, including home agricultural produce'.1
There were also more specific political reasons for its foundation. In
1923 Cunliffe-Lister had been chairman of the Imperial Econamic
Conference, and it was agreed some new duties would be introduced as
well as preferences on articles already paying tariffs. In all, the
programme would have meant a considerable increase in Imperial
Preference, but after Baldwin's 1924 election pledge the Conservatives
could not implement it in full, as Leo Amery, the Colonial Secretary,

remembered:

When we came into office we were confronted by some loose
remarks made by Baldwin in one of his election speeches
which were held, by the Cabinet, to preclude even the most
modest additional preferences on anything that was edible or
potable. I protested as best I could against the idea that a
formal agreement between Governments should have to be repu-
diated simply because of a stray and really ambiguous phrase
in a speech. But the panic ¢ flex left by the unlucky 1923
election was still too strong.

As a compromise, reluctantly agreed to by Amery, Cunliffe-Lister
suggested £1 million, the amount of revenue that would have been raised
by the new duties, should be set aside a year to promote 'the better
marketing of Empire produce in this country'. Amery established the EMB
and under the leadership of Stephen Tallents it encouraged scientific
research to improve the quality of Empire goods; investigated market
conditions, and publicised Empire produce. In the latter field the Board
was particularly innovative, especially in its use of film. Tallents
recruited Walter Creighton as film officer, and John Grierson to prepare
memoranda on film propaganda and conditions in America.3 Cunliffe-Lister
was most impressed with his reports, but when it came to the question of
the Board producing its own films, the Treasury was obstructive.

Although Cunliffe-Lister was responsible for the idea to set aside the

1. P.M. Taylor, The Projection of Britain, British Overseas Publicity
and Propaganda, 1918-1939 (Cambridge University Press, 1981), p.
104, EMB Annual Report 1928-29, emb 19, p. 5.

2. L.S. Amery, My Political Life, Vol. 2 (Hutchinson, 1953), p. 346.
3. PRO, BT 64/86/5511/28, Grierson memorandum, April 1927.
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£1 million, his later attitude towards the EMB was ambiguous. He did
little to promote its survival when it was threatened by Churchill's
Treasury cuts.1 When Grierson's first venture for the EMB, Drifters, was
considered in 1928 the subject of the herring industry was deliberately
chosen by Tallents because the Financial Secretary to the Treasury,
Arthur Michael Samuel, had written a book on the topic. Amery recalled:

At the decisive interview at my office his weighty official

objections to the whole fantastic idea of our film product

were successfully countered by the judicious suggestion that

his personal expert knowledge might be invaluable to us for
the particular film.2

The Unit attracted talented people like J.D. Davidson, Edgar Anstey,
Arthur Elton, Basil Wright and, for a time, Paul Rotha and John Taylor.
The Canadian documentary film maker, Robert Flaherty, shot Industrial
Britain, a film edited by Anstey and Grierson thét was completed in
1933. A film library was established in October 1931, and by the autumn
of 1933 it distributed 800 films to schools and institutions. However,
costs rose - whereas in 1926 film absorbed £1,217 out of the EMB's total
expenditure of £134,804, by 1929 it swallowed up £17,748 out of
£222,361.3 The films did not do well in the commercial cinema, and the
Unit was not able to convert to sound until 1933 when Ideal Films agreed
to buy 6 films to which soundtrack was added. A report of the Imperial
Committee on Economic Consultation and Co-operation recommended that the
EMB should be dissolved in 1933, not because of the performance of the
Film Unit, but because of the generally unfavourable economic climate of
the early 1930s. Sir Stephen Tallents became the Public Relations
Officer of the General Post Office (GPO), under the Postmaster General,
Sir Kingsley-Wood. When £he EMB was disbanded its Film Unit was
transferred to the GPO providing an outlet for the work of the

Documentary film movement.

1. Cross, op, cit., p. 69, footnote 46.

2. Amery, op. ¢it., p. 354.
3. PRO, DO 35/203 (A).
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Although a Colonial Film Unit was not established until 1939,
there were experiments in the use of film for educational propaganda
purposes in the colonies in the 1930s, e.g. the Bantu Educational Kinema
Experiment that produced films in 1935-7.1 The Colonial Office also
helped to produce the influential report that led to the foundation of
the British Film Institute, The Film in National Life. It is clear that
these developments were central to the debates on the protection of the
British film industry, the revival of which the Colonial Office depended
on to counter the 'denationalising' and harmful commercial influences of

the American film.
8. The erial C enc 2

The FBI's overseas committee had asked Cunliffe-Lister in April_to
put the film question on the agenda of the forthcoming Imperial
Conference2 Three Imperial Conferences had been held at irregular
intervals since 1911. This gave the British government and the Dominions
an opportunity to discuss imperial relations. The 1926 Conference was
held in London in November. An Economic Sub-Committee was appointed to
prepare reports on various problems, including film, for submission to
the main gathering. The Board of Trade supplied it with relevant data
and a secret draft quota Bill.

The first memorandum written by Cunliffe-Lister in June 1926 drew
attention to the 'quasi-monopolistic control of the market' by Hollywood
and the dangerous consequences for imperial relations. The Economic Sub-
Committee learned of exhibitors' objections to a quota system and of the
government's dilemma: ‘

It is clearly undesirable that so very large a proportion of

the films shown throughout the Empire should represent modes

of life and forms of conduct which are not typically Brit-
ish.... The problem... is to develop the industry in this

1. R. Smyth, 'Movies and Mandarins: the official film and British
colonial Africa' in Curran and Porter, gp. cit.
2. Kinematograph Weekly, 22 April, 1926, p. 31.
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country on a sound economic basis, and this can only be by
the production of films which shall be British in character
and atmosphere and also be of such entertainment value as
will enable them to obtain a remunerative market. The solu-
tion of this problem is primarily a task for those directly
concerned, but there is room for State action to encourage
and facilitate their efforts.!

In October Cunliffe-Lister presented the Sub-Committee with a more
detailed memorandum giving some basic data about the extent of American
domination throughout the Empire.2

The rate of customs duty on films entering Britain was 1d per
linear foot on positives and 5d on negatives, but films made in the
Empire were granted preferential rates of %d and 3§d. In Australia
British films entered duty free and in 1925 the total length of imported
film was 26 million feet: 25 million, or 95.9% of the total, came from
the States, but only 836,371 feet came from Britain. Apart from the
sheer volume of American films entering Australia British films had a
poor record there because American films were cheaper to hire and block
booking was well established. The absence of a British organisation to
inform the Dominions about the major film companies and the latest
pictures did little to help the situation.

In Canada British films received a tariff preference but in 1925
only 303,569 feet, or 1.3% of the total 22 million feet of film imported
were British. But this low figure could well be misleading because some
British producers sold the Canadian and American rights of their films
to American distributors, so that when the pictures were imported by
Canada they appeared on the trade returns as American rather than
British. Nearly all Canadian cinemas were controlled by American
interests, aﬁd the Famous—Playeré-Canadian Corporation dominated 80% of

'first run' cinemas in the Dominion. The senior Trade Commissioner in

Canada warned of the dangers of this unhealthy state of affairs:

1. PRO, CAB 32/48.
2.  PRO, CAB 32/59.
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United States films appear to serve in large measure as a
continuous means of US propaganda. Therein are depicted the
US flag, US soldiers, police, important personages, advert-
isements, motor cars, fashion styles, products... US indus-
trial and commercial firms recognise the value of US story
films as trade and general propaganda, and contribute very
substantial sums annually to the maintenance and extension
of the work of the MPPDA... Mr. W. Hays... addressing the
New York Advertising Club early in the year said: 'The
advertising that we do for our pictures is but a small part
of the advertising that we actually do. We are advertising
America itself!'.]

When the Quebec censor tried to discriminate against American movies the
'majors' retaliated immediately by threatening to boycott the Province.

In New Zealand British films fared badly: of 10 million feet
imported in 1925 only 495,609 feet, or 4.6% of the total, were British.
The fact that British films did not have to pay import duties did not
prevent them from being swamped by competition from Germany and America.
In India British filmsr did not enjoy tariff concessions but they
accounted for 36.1% of the total 9 million feet imported in 1925. The
figures for South Africa show a similar proportion of British pictures
but both were deceptively high because trade returns included re-exports
which were not British.

Cunliffe-Lister outlined the various possibilities for aiding
British production. A special tax on foreign films was ruled out because
it would contradict 'the most favoured nation' clause in commercial
treaties. The idea that exhibitors who showed British films might be
entitled to a rebate of Entertainments Tax was rejected on the grounds
that it might encourage other forms of entertainment to demand similar
concessions. An ad valorem duty on film rentals was discarded because of
the problems of estimating a picture's probable earnings at the time of
importation.

Cunliffe-Lister also presented the Economic Sub-Committee with a

confidential draft Bill recommending a renters' quota of 7.5% to

1. Ibid,
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increase by stages to 25% by 1935. The definition of a British film was
similar to that suggested by the FBI and there were several safeguards
for renters who found the system too exacting. Rachael Low claims that
the Films Bill was based on the report of the Imperial Conference 1in
November,1 but the draft Bill presented to the Economic Sub-Committee in
October shows that Cunliffe-Lister had decided on the quota long before.
In any case, the Imperial Conference was doubtful about whether a quota
would really solve the industry's problems and did not recommend a
definite plan.

Just before the Economic Sub-Committee published its report, the
FBI, eager to take the opportunity to air its views, publicised its
latest scheme for cooperative distribution of Empire films.2 A limited
company should purchase the Dominion rights of Empire-made films and
share the gross takings equally between pfoducers and the sales
organisation. Producers who used the new company were to be guaranteed
quicker cash returns from the exhibition of their pictures than the
customary rate. One of the problems for producers was the long delay
between spending money making a film and receiving the returns from
exhibition. The FBI calculated that the organisation would need capital
of £200,000 and that it should handle 40 features in its first year and
60 in its second. A quota was considered to be essential to encourage
investors to finance the plan. In the meantime, the FBI suggested a
provisional scheme involving reciprocal arrangéments with any Dominion
in which an adequate local organisation could be established. The FBI's
Film Group agreed to urge members to make full use of any such company.
Producers were to receive a variable sum, according to the value of each
film, in advance of their fixed percentage of the gross receipts. The

Film Group was to have a nominee on the board of the Dominion company

1. R: Low, op, cit,, p. 96.
2.  Kinematograph Weekly, 18 November, 1926, pp. 59-60.
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and the FBI's cooperation even extended to an offer of co-production if
the distribution company wanted to engage in film-making.
On 18 November the General Economic Sub-Committee finally issued
its report.1 After summarising the drawbacks of duties the report gave a
serious warning about the dangers of an unregulated quota:
State action cannot be effective... so far as any quota
system is concerned... unless two conditions are fulfilled.
The first is that there shall be a substantial output of
films which not only conform to such requirements as to
production within the Empire as may be prescribed in any
case, but are also of real and competitive exhibition value.
Britain was left to take the initiative and the Conference was
wound-up with an indecisve resolution:
The Imperial Conference, recognising that it is of the
greatest importance that a larger and increasing proportion
of the films exhibited throughout the Empire should be of
Empire production, commends the matter and the remedial
measures proposed to the consideration of the Governments of
the various parts of the Empire with a view to such early

and effective action to deal with the serious situation now
existing as they may severally find possible.

The Kinematograph Weekly blamed the report for 'sitting on the
fence', but The Times approved of its‘warning that a quota must provide

safeguards to ensure that films would be good enough to encourage
exhibitors to treat them equally with American product. Cunliffe-Lister
had hoped that the Conference would help him decide on the best way to
revive British production. Instead he was left with the prospect of
having to introduce a quota scheme which by the end of 1926 had already

been hotly criticised in many quarters.

1. PRO, CAB 32/59.



State protection for the film industry?

The producers look to Westminster.
Kinematograph Weekly, 19 March 1925
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Table 8
CEA Annual Conference

Source: Kinematograph Weekly, 2 July, 1925, p. 41.



Chapter 3

THE CINEMATOGRAPH FILMS ACT 1927 AND ITS AFTERMATH

1. The Eve of the Films Bill

In January 1927 the CEA, KRS and FBI had separate meetings with
Cunliffe-Lister. According to the FB1's first public statement since the
Imperial Conference, the path was clear for legislation. Tennyson
reassured exhibitors that films produced under the impetus of a quota
system would not be bad because British films had recently improved

1 But at that time exhibitors were

'under the stimulus of public demand'.
more preoccupied with the 'key theatres' problem, or attempts by
American renters to control the best cinemas in London's West End and in
other major cities. The thorny issue came to a head when the CEA's
general council recommended a boycott against Famous-Lasky for its
proposed purchase of two Birmingham cinemas. The dispute was not settled
until March when Famous-Lasky agreed that one hall would be operated by
a British exhibitor, while the other was to be used solely as a 'shop
window' for Paramount films and would not compete unduly with other
halls in the area.2 But exhibitors were temporarily distracted by the
incident from launching a final anti-quota campaign.

As soon as it became clear that a Films Bill was imminent, a
succession of last-minute schemes abounded which concentrated on the
need to secure a sound financial base for the industry. Oswald Stoll
continued to press the case for a 'reel tax' and the British Empire
Review publicised A.C. Bromhead's plan for a private film bank. Bromhead

argued that although the film industry would benefit from a quota,

'companies of proven stability and capable of producing first-class

1. Kinematograph Weekly, 13 January, 1927, p. 49.
2. The Times, 26 January, 1927 and 23 March, 1927.
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films' were desperately short of capital.1 The bank was to be funded by
British manufacturers who might be 'induced to take a more direct and
profitable interest in British films', and all applicants for loans had
to have secured preliminary finance and a distributor's guarantee. The
terms were stringent: loans had to be repaid within six months of the
picture's first showing and the bank was to hold the negative as
collateral security.

The Times welcomed a suggestion from Sir Sidney Low, a member of
the committee established in 1923 by the Imperial Education Conference
which produced a report on The Use and Value of Cinematograph in Educa-
tion. Low urged the FBI to prompt financiers and bankers to either
engineer an amalgamation of leading British film companies, or form a
completely new vertically integrated combine with a capital of £2-3
million.2 Sir Max Muspratt, the FBI's president, confirmed that his
organisation dearly wanted this to happen but so far its efforts had
come to nought, 'owing to the state of the film market and the
dominating position of foreign interests. It is our conviction that
until some protective legislation is passed adequate finance will not be
for‘thcoming'.3 This 'conviction' proved to be correct.

The press took sides on the quota. The Times and the FBI welcomed
Sir Sidney Low's scheme, but their views were diametrically opposed as
far as a quota was concerned. The Times warned that an 'undiscriminating
quota' opened the door to all sorts of dangerous abuses:

The advantage of a quota to manufacturers is 1likely to be but
temporary and to be counter-balanced by a loss to renters and
exhibitors who may be forced to offer second-rate work to the
public... because a 'British film' cannot be easily defined, and the
result of the measure may well be not to give assistance to
genuinely British makers, but to encourage an invasion of foreigners

anxious to establish 'British' branches on British soil and to evade
the law's intention by fulfilling its verbal requirements.”

Kinematograph Weekly, 20 January, 1927, p. 59.
The Times, 26 January, 1927.

Ibid., 29 January, 1927.
. Ibid., 19 January, 1927.
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The Morning Post, keen to stress the benefits of a quota for imperial
unity, published a letter by Reginald Wilson, the general secretary of
the British Empire Union:
Certain reforms are undoubtedly necessary, not only to
establish the British film industry, but to prevent the
exhibition of films alien to British traditions, and which
are unhealthy in tone and might subconsciously stimulate and

enco?rage thoughts and ideas detrimental to British patriot-
ism.

The Daily Telegraph welcomed the prospect of a Films Bill:
We have always been cold friends to any form of censorship
or restriction upon art. Such interference, as we hold, 1is
to be Jjustified only as a matter of practical convenience
for particular conditions. A statute to regulate the exhibi-
tion of films, however, would not be interference with the

freedom of the picture-houses, but their liberation from
restrictions.

The Daily Mail urged that the films question should be settled once and
for all:

We have repeatedly urged the importance of giving all poss-

ible support to the British film industry... It is imposs-

ible on national grounds for the government of this country

to leave that medium of influence here in foreign hands. It
is a moral rather than a commercial question.3

The pressure was on the government to issue its Bill. At the end of
January The Times published an FBI-inspired letter advocating a 12.5%
quota which had also been sent to Cunliffe-Lister and Winston Churchill
by groups including the Navy League, the National Union of
Manufacturers, the British Association of Film Directors and the British

Empire Film Institute.u
2. The Films Bill

Cunliffe-Lister claimed in his autobiography that 'for the first

and last time I drafted practically the whole of the [Films] Bill

Morning Post, 27 January, 1927.
Daily Telegraph, 31 January, 1927.
Daily Mail, 24 January, 1927.

The Times, 29 January, 1927.
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myself‘.1 But when it was published on 11 March it was clear that he had
drawn heavily on the FBI's memoranda and the CEA's draft Bill on
release-reform.2 The quota percentages were lower than those recommended
in the 'Ormiston plan' or by the FBI. The renters' quota was to start
operating on 1 January 1928 at 7.5%, rising by stages to 25% by 1935.
The exhibitors' quota was also to begin at 7.5% but not until a year
later to ensure that renters would be able to supply them with a reason-
able selection of films, and their quota was to reach 25% by 1936.
According to Cunliffe-Lister, exhibitors who were anxious that the Act's
administration should be in the Board of Trade's hands, welcomed the
news that the Poard was to register the films.3 And as the CEA suggested
in 1925, all films had to be trade shown and delivered not more than six
months after the booking contract.

Cunliffe-~Lister's main personal contribution to the Bill was the
Advisory Committee to assist the Board with administering the Act.
Consisting of two representatives of film-makers,u two renters, four
exhibitors and three independent members including the chairman, the
body was to be trade-dominated with a conspicuously large number of
exhibitors. The FBI and the 'Ormiston plan' had proposed very different
advisory bodies: the FBI's consisted of non-trade members, two to be
chosen by the Board of Trade and one by the Board of Education. They
were to be assisted by four non-voting 'assessors' representing the film
trade. The 'Ormiston plan' envisaged a committee with equal trade and

independent membership. Clearly the Board of Trade intended from the

Lord Swinton, I Remember (Hutchinson, 1949), p. 53.

Kinematograph Weekly, 17 March, 1927, pp. 46-49.

Swinton, op. cit., p. 54.

In the Bill's terms a film-maker was defined as 'the person by
whom the arrangements necessary for the production of the film are
undertaken', i.e. what we call today 'the producer'. The Bill de-
fined 'the producer' as 'the person responsible for the organisa-

tion of the scenes depcited on the film', i.e. what we call today
'the director'.
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start to seek advice primarily from within the industry, more so than
the trade itself had originally envisaged.

To rank as 'British' a picture had to be made by a British subject
or British-controlled company. The latter, in keeping with the FBI's
stringent definition, had to have majority British voting power. Unless
the Board of Trade authorised the use of foreign studios because of
special circumstances connected with the story, all studio scenes had to
be shot in the Empire. The author of the scenario, or of the original
work on which it was based, had to be British and 75% of labour costs,
excluding payments for copyright, to the producer and to one actor or
actress, had to be paid to British subjects or persons domiciled in the
Empire.

There were various penalties for non-compliance, but if renters
and exhibitors were able to prove that they could‘not honour their quota
obligations for reasons beyond their control, the Board of Trade could
award them exemption certificates. One unusual clause granted renter-
producers the privilege of 'transferable quota': if a renter-producer
had managed to exceed the minimum quota any surplus could be passed on
to another renter.

Reactions to the Bill were mixed. T.A. Welsh of Welsh-Pearson,
anxious that British films should achieve their ‘'place in the sun',
highlighted the need for greater cooperation with America as well as for
a quota.1 Oswald Stoll was highly critical: 'A non-British combine is
free to form a subsidiary company here with British capital, and in that
guise to make the British pictures which will constitute the necessary
‘quota’'. On the other hand, Michael Balcon of Gainsborough Pictures
thought the Bill was 'inevitable, for we must admit the trade's failure

to solve its own problems unaided'. Jeffrey Bernard, of the W. & F. Film

1. Kinematograph Weekly, 17 March, 1927, p. 59.
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Service, claimed the potential legislation was 'the finest opportunity
yet for firms like Gaumont, W. & F. and Stoll'.

The Times was unhappy with the trade-dominated Advisory Committee
and continued to damn 'undiscriminating protection' which would only
attract 'men of straw eager to obtain a quick profit by any means that
lie at hand'.1 The paper also argued that the definition of a British
film encouraged the development of what it considered to be an unhealthy
'star system' along American lines which militated against a genuinely
British film industry. If 25% of a production team could be foreigners
and a major foreign star headed the cast, The Times doubted whether the
films would appear to be British except on paper.

The Labour press came out against the Bill. The Daily Herald
reported George Bernard Shaw's disparaging comments: 'My contempt for it
deprives me of the power of speech'.2 The baper went on to assert that
'the quota arrangements will open the way for filling the screen with
propaganda under the guise of British film production'. Col. Harry Day,
the Labour MP for Central Southwark who was also an exhibitor, argued
that the Bill did 1little to encourage the production of better British
pictures. According to the Daily Herald, one film correspondent believed
that the movement for state aid had been pioneered by 'the captains of
industry' who were purely interested in trade. Labour MP Arthur
Greerwood wrote an article on the government's so-called 'movie
muddle’ .3

The Daily Express opposed the Bill for different reasons. Its
proprietor, Lord Beaverbrook, had extensive cinema interests in the
large PCT circuit. Exhibitors were willing to show more native pictures
but only if they had the same drawing power as Hollywood's offerings.

Although the paper lamented that the Bill did little to promote the

1. The Times, 14 March, 1927.
2. Daily Herald, 15 March, 1927.
30 _I_Qi.il-, 16 M&Y‘Ch, 19270
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it 1s more 1likely that its

objections sprang from Lord Beaverbrook's self-interest than out of

purely patriotic motives:

From beginning to end of these quota negotiations, not one
word has been said about producing the kind of film which
the British public wishes to see... The plain truth about
the film situation is that the bulk of our picture-goers are
Americanised to an extent that makes them regard a British
film as a foreign film, and an interesting interlude in
their favourite entertainment. They go to see American
stars; they have been brought up on American publicity. They
talk American, think America, and dream America. We have
several million people, mostly women, who, to all intent and
purpose, are temporary American citizens. !

The Films Bill in Parliament

You cannot treat the film industry as if it were an isolated
industry or trade, the activities and the success or failure
of which affect only those who are engaged in it. On the
success or failure of the British film industry much more
depends than its own future. It inevitably involves great
interests, national and Imperial, and the anxiety which was
expressed at the Imperial Conference, and the determination
which was registered there to remedy an intolerable posi-
tion, are shared, I believe, by the majority of British
people throughout the whole Empire. That determination must
be translated into action, and I commend this Bill to the
House as the only constructive proposal which has yet been
put forward to achieve that end. (Cunliffe-Lister).2

I am quite certain that when it is operating we shall find
that all the disastrous consequences which we, from this
side of the House, have stated as certain to happen will be
realised, to the great disadvantage of the industry as a
whole. (Snowden, Labour).3

Sir Philip Cunliffe-Lister moved the Bill's Second Reading in the

Commons on 16 March. He fully employed the by now familiar arguments in

favour of encouraging the growth of a British film industry and the need

y

to combat 'the Hollywood invasion': trade, culture, morals and Empire.

He

= Ww

Daily Express, 18 March, 1927.

Parliamentary Debates (Commons) Vol. 203, 16 March, 1927,
2049-50;

Ibid., vol. 204, 22 March, 1927, Col. 2U6.

cited an interesting incident of anti-Films Bill propaganda,

Cols.

Ibid., Vol. 203, 16 March, 1926, Cols. 2039-2112; Vol. 204, 22

March, 1927, Cols. 237-310.
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obviously hoping to inflame patriotic feeling in the House. Cunliffe-
Lister had received a telegram which had also been sent to exhibitors
sighed by ‘'Unfilman', instructing the Bill's opponents to wire their
MPs.1 He soon discovered that the mysterious 'Unfilman' was none other
than the telegraphic address of the European Motion Picture Company
(Universal's UK subsidiary), a name that was familiar to MPs in another

context:

The House may remember a certain incident which filled

everyone With disgust in which a territorial officer in

command of a brigade was brought out with his brigade under

false pretences, put into an entirely false position, and

made to escort a foreign film. The House will be surprised

to learn that the company which sent this telegram was the

same company which perpetuated that outrage on British

troops.
The facts of the story were revealed by the trade press after the
debate.2 The telegram had been written by John Harrison, a Manchester
exhibitor who was a leading figure in the anti-quota campaign led by the
CEA's Manchester branch. Harrison devised the telegram plan without
official CEA backing because he wanted to make sure that MPs were fully
aware of the views of CEA and non-CEA members. He explained that the
idea was his alone and that he had simply used European's mailing list
to send the telegrams. J.V. Bryson, who claimed never to have expressed
an opinion on the quota, informed the Kinematograph Weekly that European
had sent Harrison's telegrams purely as a personal favour. The CEA's
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