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Major Studios' Risk Sharing Mechanism in the US TV Drama Industry
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Abstract

This study explored the risk sharing mechanism in the US TV drama industry. The hollywood
system of TV production and distribution can be understood to be the result of the efforts to
reduce the uncertainty and the risk of investment. Since the 1990s, the vertical integration of
major studios and networks has been one of the core strategies for risk sharing. In the strategy,
the most important role of networks is to schedule new series that the affiliated studios produce.
Networks also provide the new series their brand value. On the other hand, the most important
role of studios in the vertical integrated environment is to provide the affiliated networks the
infrastructures for production and distribution, financial management, and product management.
In addition, networks keep the right on the series in the secondary markets, and attempt to
increase the aggressive investment on new series on the base of the rights. However, such a
risky investment can be the potential burden and risk for the networks in the future. This paper
shows the importance of the reasonable risk sharing in the television drama industry to the
Korean TV drama industry that has experienced the conflict between networks and independent
production companies.
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